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PART |

Cautionary Statement Regarding Forward-Looking Staements

This Annual Report on Form 10-K includes forwardkimg statements within the meaning of Section&ltke Securities Exchange Act of 1934, as amertete
Exchange Act. Forwarlooking statements may include words such as &veli” “may,” “estimate,” “continue,” “anticipate,” “intend,” “expect,” “predict,” “potential”
and similar expressions indicating future result®rpectations, as they relate to our company,luginess and our management, are intended to fgidativard-looking
statements. Forward-looking statements should eaehd as a guarantee of future performance orltesand will not necessarily be accurate indicasof the times at,
or by, which such performance or results will béiaged. Forward-looking statements are based aorimétion available at the time those statementsnaaee and/or
management's good faith belief as of that time vé#ipect to future events, and are subject to relduncertainties that could cause actual perfano®or results to
differ materially from those expressed in or sugegdy the forward-looking statements. Importactdes that could cause such differences includéabei not limited to:
the competitive environment in our industry; ouiliabto keep costs low; changes in our fuel cedtility to hedge fuel requirements; restrictionsarncreased taxes
applicable to non-ticket revenues; the impact oflekeide economic conditions, including the impattiee economic recession on customer travel behaa@ual or
threatened terrorist attacks, global instabilitydapotential U.S. military actions or activities;ternal conditions, including air traffic congestioweather and outbreak of
disease; restriction on third-party membership pangs; air travel substitutes; labor disputes, enygle strikes and other labor-related disruptiongJuding in
connection with our current negotiations with th@an representing our flight attendants; aircrafttated fixed obligations; dependence on cash ba&sand operating
cash flows; our aircraft utilization rate; maintenee costs; lack of marketing alliances; governntegulation; our ability to fulfill growth strategyour reliance on
automated systems and the risks associated withgelsamade to those systems; use of personal daitéy &€ generate non-ticket revenues; operatiodiaruptions; our
reliance on thirdparty vendors and partners; our reliance on a sinfylel provider; an aircraft accident or incidemtegative publicity regarding our customer servioar
aircraft and engine suppliers; changes in the UCribbean, and Latin America markets; insurancstspenvironmental regulations; ability to attraatd retain qualifie:
personnel; loss of key personnel; and other rigkdes included unde‘Risk Factors” in this annual report. We undertake obligation to revise or update any forward-
looking statements to reflect any event or circamse that arises after the date of this reporttaconfirm such statements to actual results omges in our
expectations. References in this report to “Spifitve,” “us,” “our,” or the “Company” shall mean Spirit Airlines, Inc., unless the context indicateberwise.

ITEM 1. BUSINESS
Overview

Spirit Airlines is an ultra low-cost, low-fare aire based in Miramar, Florida that offers affora@atshvel to price-conscious customers. Our all-Asrfieet currently
operates more than 200 daily flights to over 5@idasons in the United States, Caribbean and Latirerica. We completed an initial public offeringrthg the second
quarter of 2011, and our stock trades on the NASIAGbal Select Stock Market under the symbol "SAVE"

Our ultra low-cost carrier, or ULCC, business maalllws us to compete principally through offeriog/ base fares and charging separately for sefgtatrmal
services, thereby allowing customers the freedosat@ by choosing only the extras they value. We limbundled components of our air travel senlieg have
traditionally been included in base fares, suchagggage and advance seat selection, and offerdbamtional, ancillary services (which we recorduim financial
statements as non-ticket revenue) as part of gegyréao enable our passengers to identify, setettpay only for the services they want to use.

Our History and Corporate Information

We were founded in 1964 as Clippert Trucking ConypanMichigan corporation. We began air charterapens in 1990 and renamed ourselves Spirit Agdinnc
in 1992. In 1994, we reincorporated in Delaware ian1999 we relocated our headquarters to Mirafflarida. On June 1, 2011, we completed our infiighlic offering
of common stock. For more information, see "NoteBihancial Statements- 18. Initial Public Offeriangd Tax Receivable Agreement".

Our mailing address and executive offices are &xtat 2800 Executive Way, Miramar, Florida 3302%] aur telephone number at that address is (954)7820.
We are subject to the information and periodic répg requirements of the Securities Exchange Adi984, or Exchange Act, and, in accordance thehgyile periodic
reports, proxy statements and other informatiom wie Securities and Exchange Commission, or SHEEh Seriodic reports, proxy statements and otHernmation are
available for inspection and copying at the SE@lie Reference Room at 100 F Street, NE., Wasbmgt
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DC 20549 or may be obtained by calling the SEG-8®0-SEC-0330. In addition, the SEC maintains a \8ibat _http://www.sec.gahat contains reports, proxy
statements and other information regarding issthextsfile electronically with the SEC. We also postthe Investor Relations page of our Web sitew.spirit.com a link
to our filings with the SEC, our Corporate GoverreuGuidelines and Code of Business Conduct anad£thihich applies to all directors and all our eogpks, and the
charters of our Audit, Compensation, Finance anthiating and Corporate Governance committees. ings with the SEC are posted as soon as reasppadttical
after they are filed electronically with the SEQedse note that information contained on our Wahisinot incorporated by reference in, or congiddo be a part of, this
report. You can also obtain copies of these doctsrfeze of charge by writing to us at: Corporater8tary, Spirit Airlines, Inc., 2800 Executive Wayiramar, Florida
33025, or emailing us aEorporate.Secretary@spirit.com

Our Business Model

Our ULCC business model provides customers verylase fares with a range of optional servicesyatig customers the freedom to choose only the sxiray
value. The success of our model is driven by owrdost structure, which permits us to offer veny loase fares while maintaining one of the highesfippmargins in the
industry.

We are focused on pricgensitive travelers who pay for their own traveld @ur business model is designed to deliver wieabelieve our customers want: low fa
We aggressively use low fares to stimulate airdr@emand in order to increase passenger volurad,fictors and non-ticket revenue on the flightoperate. Higher
passenger volumes and load factors help us se# amwillary products and services, which in tutaves us to reduce the base fare we offer evendurgtimulating
additional demand. We strive to be recognized bycastomers and potential customers as the lowléader in the markets we serve.

We compete based on total price. We believe ofinimess have used an all-inclusive price conceptftectively raise total prices to consumers, rathan lowering
fares by unbundling each product or service. Famgle, carriers that tout “free bags” have inclutfeglcost of checking bags in the total ticketgyricot allowing
passengers to see how much they would save ifdigeyot check luggage. We believe that we and ostaners benefit when we allow our customers tanktie total
price of their travel by breaking out the cost dfléional, optional products or services. Beforeytipay, our customers are easily able to comparétal cost of flying
with us versus flying with another airline.

We allow our customers to see all available optieoms their prices prior to purchasing a ticket, #risl full transparency illustrates that our tqigites are lower, on
average, than our competitors, even when optiangatuded.

Our Strengths
We believe we compete successfully in the airlivdustry by leveraging the following demonstratedibess strengths:

Ultra-Low Cost Structure. Our unit operating costs are among the lowesllcfirlines operating in the Americas. We beli¢lis cost advantage helps protect our
market position and enables us to offer some ofavest base fares in our markets, sustain amanbitihest operating margins in our industry, argpsut continued
growth. Our operating costs per available seat (@SM) of 10.09 cent s in 2012 , are significarilwer than those of the major domestic networkiees, American
Airlines, Delta Air Lines, United Air Lines and USirways, and among the lowest of the domestic tmst carriers, including JetBlue Airways and SowghtAirlines. W
achieve these low unit operating costs in largé ¢ghae to:

« high aircraft utilizatior

* high-density seating configurations on our airc

e our simple operation

¢ no hub-andpoke inefficiencies

* highly productive workforct

e opportunistic outsourcing of operating functic

« operating a modern single fleet type of Airbud2Afamily aircraft, with associated lower maintenawosts and common flight crews across the
« reduced sales, marketing and distribution cthstsugh direct-tazonsumer marketin

« efficient flight scheduling, including minimal grod times between flights; a

* acompanywide business culture that is keenly focused ovimyicosts lowe




Innovative Revenue Generation . We execute our innovative, unbundled pricingtstig to produce significant non-ticket revenue gaten, which allows us to
stimulate passenger demand for our product by imgdrase fares and enabling passengers to ides¢ifgct, and pay for the products and serviceswlay to use. Our
unbundled strategy has enabled us to grow avemge¢icket revenue per passenger flight segment fipproximately $5 in 2006 to $51 in 2012 by:

e charging for checked and camybaggag:

e passing through all distributiorelated expense

» charging for premium seats and advance seat s

« enforcing ticketing policies, including service apes for changes and cancellatit

* generating subscription revenue from our $9 Rdub ultra lowfare subscription servic

e deriving brandbased revenues from proprietary services, suchiaBREE SPIRIT affinity credit card progre

« selling itinerary attachments, such as hotel amdes#al reservations and travel insurance, thraughwebsite; ar

¢ selling inflight products and onboard advertisi

Resilient Business Model and Customer Base . By focusing on price-sensitive travelers, we hangntained relatively stable unit revenue andifability during
volatile economic periods because we are not higapjendent on premium-fare business traffic. Weebelour growing customer base is more resiliea tfhe customer
bases of most other airlines because our low famdsunbundled service offering appeal to priceitigapassengers. For example, in 2009, when pnenfare business
traffic dried up due to the economic recession,aperating revenue per available seat mile (RAS&tjided 1.9%, compared to an average U.S. aintidastry decline of
over 9%.

Well Positioned for Growth . We have developed a substantial network of datitins in profitable U.S. domestic niche marketsgéted growth markets in the
Caribbean and Latin America, and high-volume rotlmsn by price-sensitive travelers. In the Uni®ghtes, we also have grown into large markets dut to higher
fares, have priced out those more price-sensitaxeters. Our strategy to balance growth in lamymektic markets, niche markets and opportunitiégsarCaribbean and
Latin America gives us a significant number of gtiowpportunities.

Experienced International Operator. We believe we have substantial experience in forkgal aviation, security and customs regulatibmsal ground operations
and flight crew training required for successfuemational and overwater flight operations. Alloafr aircraft are certified for overwater operaowe believe we
compete favorably against other low-cost carriersalnse we have been conducting international fogktations since 2003 and have developed sulaterperience in
complying with the various regulations and busir@sstices in the international markets we serve.

Financial Strength Achieved by Cost Discipline Focus . We believe our ULCC business model has delivsteahg financial results in difficult economic timéNe
have generated these results by:

» keeping a consistent focus on maintaining low apérating cost

* maintaining disciplined capacity control and flsete

e ensuring our sourcing arrangements with key thadigs are continually benchmarked against theibdastry standard
* maintaining a simple operation that focuses orvdglg transportation; al

e generating and maintaining an adequate levidjoidity to insulate against volatility in key dosputs, such as fuel, and in passenger demandnidmaoccur as a
result of changing general economic conditions.

Route Network

As of December 31, 2012, our route network inctu@i®0 markets served by 52 airports throughouttiNArherica, Central America, South America and the
Caribbean.




Below is a route map of our current network, whittiudes seasonal routes and routes announcedJaswaéry 31, 2013 for which service has not yetesta
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Our network expansion targets underserved andfnpoiced markets. We utilize a rigorous procesdeatify growth opportunities to deploy new air¢rahere we
believe they will be profitable. To monitor the fitability of each route, we analyze weekly and ittty profitability reports as well as near termdoasting.

Competition

The airline industry is highly competitive. Themmipal competitive factors in the airline induséme fare pricing, total price, flight schedules¢eift type, passenger
amenities, number of routes served from a citytaraer service, safety record and reputation, cé@densg relationships, and frequent flier programd eedemption
opportunities. Our competitors and potential coritpes include traditional network airlines, low-¢asrriers, and regional airlines. We typically quate in markets
served by traditional network airlines and othev-lcost carriers, and, to a lesser extent, regiainkihes.

Our single largest overlap, at approximately 60%uwfmarkets as of January 8, 2013, is with Ameri&alines. Our principal competitors on domesticites are
American Airlines, Southwest Airlines, United Aires, and Delta Airlines. Our principal competitfosservice from South Florida to our markets ia @aribbean and
Latin America are American Airlines through its hutMiami and JetBlue Airways through its operason Fort Lauderdale. Our principal competitive adhages are our
low base fares and our focus on the price-senditixeler who pays his or her own travel costs.sEHew base fares are facilitated by our low upé&rating costs, which
in 2012 were among the lowest in the industry. Wkelie our low costs coupled with our non-ticketeneues allow us to price our fares at levels wherean be
profitable while our primary competitors cannot.

The airline industry is particularly susceptiblepiice discounting because, once a flight is scleedwirlines incur only nominal incremental castprovide service
to passengers occupying otherwise unsold seatseXpgenses of a scheduled aircraft flight do noy wagnificantly with the number of passengers eatand, as a result
relatively small change in the number of passengeis pricing could have a disproportionate effectan airlines operating and financial results. Price competitocur:
on a market-by-market basis through price discqufitanges in pricing structures, fare matchinggggpromotions and frequent flier initiatives. Angs typically use
discount fares and other promotions to stimulatfitrduring normally slower travel periods to geate cash flow and to maximize RASM. The prevalesfogiscount
fares can be particularly acute when a compet#srdxcess capacity that it is under financial prest sell. A key element to our competitive ®ggtis to maintain very
low unit costs in order to permit us to competecsssfully in price-sensitive markets.
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Seasonality

Our business is subject to significant seasonatdhtions. We generally expect demand to be gréatbe second and third quarters compared toesieaf the year.
The air transportation business is also volatile lighly affected by economic cycles and trends.

Distribution

The majority of our tickets are sold through direlcannels including online via www.spirit.com, @aidl center and the ticket counter with spirit.cbeing the
primary channel. We also partner with a numbehwtitparties to distribute our tickets, includinglioe and traditional travel agents and electrghabal distribution
systems.

Customers

The majority of our customers travel for leisurerfrbusiness) purposes, and leisure travel is disoggy and tends to be more price sensitive. Byi$éing on
lowering our cost structure, we can successfullytisets at low fares while maintaining a strom@fit margin.

Customer Service

We are committed to taking care of our customers.Balieve focus on customer service in every asgfemtir operations including personnel, flight eiuent, in-
flight and ancillary amenities, on-time performaitight completion ratios, and baggage handlin strengthen customer loyalty and attract new austrs. We
proactively aim to improve our operations to endurther improvement in customer service.

In response to customer and other demands, wetheceodified our online booking process to allow austomers to see all available options and {véges prior
to purchasing a ticket, and have initiated a cagip#hat illustrates our total prices are lowerawerage, than our competitors, even when optiongatuded.

Fleet

We fly only Airbus A320 family aircraft, which prades us significant operational and cost advantagegpared to airlines that operate multiple aitdgies. By
operating a single aircraft type, we avoid the éncental costs of training crews across multiplesy-light crews are entirely interchangeable acatioof our aircraft, ar
maintenance, spare parts inventories and otheatpeal support remains highly simplified compatedhose of more complex fleets. Due to this comatibnamong
Airbus single-aisle aircraft, we can retain thedfés of a fleet comprised of a single type of eftwhile still having the flexibility to match éhcapacity and range of the
aircraft to the demands of each route.

As of December 31, 2012 , we had a fleet of 45 ésrbingle-aisle aircraft, consisting of 27 A319 AB20s and two A321s, and the average age olekewas 4.6
years. All of our existing aircraft were financedder operating leases.

As of December 31, 2012 , firm aircraft orders wAibus and a third party consisted of 106 A320ifgraircraft ( two used A319 aircraft, 54 of theiging A320
aircraft model, and 50 A320 NEOSs). Aircraft areethled for delivery from 2013 through 2021 . Wendlave a contractual purchase commitment for thpeee V2500
IAE International Aero Engines AG engines schedditedielivery from 2013 through 2015 . The aircqafovide for growth capacity as well as give usifidity in our
fleet plan to replace all or some of the 31 aitcrabur present fleet with lease expirations betw2016 and 2020. We may elect to supplement thelseries by
additional acquisitions from the manufacturer othie open market if demand conditions merit.

Consistent with our ULCC business model, each ofaineraft is configured with a high density segtoonfiguration. Our A319s accommodate 145 passsnge
(compared to 120 on United and 124 on US Airwags),A320s accommodate 178 passengers (compar&Btor1144 on United and 150 on JetBlue and US Aisya
and our A321s accommodate 218 passengers (comipat&8 on US Airways).

Maintenance and Repairs

We have an FAA mandated and approved maintenangegin, which is administered by our technical smwidepartment. Our maintenance technicians undergo
extensive initial and ongoing training to ensure safety of our aircraft.

Aircraft maintenance and repair consists of routind non-routine maintenance and work performelivisied into three general categories: line maiatee, heavy
maintenance and component service. Line maintenaortasts of routine daily and weekly scheduledntemiance checks on our aircraft, including prehliglaily,
weekly and overnight checks and




any diagnostics and routine repairs and any unstbeédtems on an as needed basis. Line mainterevergs are currently serviced by in-house mechauipplemented
by contract labor and are primarily completed gi@is we currently serve. Heavy airframe mainteeachecks consist of a series of more complex thasitcan take
from one to four weeks to accomplish and typicallg required approximately every 20 months. Heagiree maintenance is performed approximately ef@uyto six
years and includes a more complex scope of work. Dwur relatively small fleet size and projeciieét growth, we believe outsourcing all of our yeanaintenance
activity, such as engine servicing, major part repad component service repairs is more econom@atsourcing eliminates the substantial initighita requirements
inherent in heavy aircraft maintenance. We haveredtinto a long-term flight hour agreement wittElfor our engine overhaul services and Lufthanszhfix on an
hour-by-hour basis for component services. We autsoour heavy airframe maintenance to FAA-quaifieaintenance providers.

Our recent maintenance expenses have been lowewtiet we expect to incur in the future becausthefelatively young age of our aircraft fleet. Ouaintenance
costs are expected to increase as the scope afsre@paeases with the increasing age of our flastour aircraft age, scheduled scope of work aeguency of
unscheduled maintenance events is likely to ineréke any mature fleet. Our aircraft utilizaticate could decrease with the increase in aircraitt@aance.

Employees

Our business is labor intensive, with labor costgesenting approximately 19.1% , 19.6% and 22.Détiototal operating costs for 2012 , 2011 and®01
respectively. As of December 31, 2012 , we had@Ra@s, 933 flight attendants, 24 flight dispatche?269 mechanics, 795 airport agents/other, and88f2oyees in
administrative roles for a total of 3,033 employegsproximately 54% of our employees were represgity labor unions under three different collecthaggaining
agreements. On an average full-time equivalensbéwi the full year 2012, we had 2,767 employeesjpared to 2,456 in 2011.

FAA regulations require pilots to have commerdigghses with specific ratings for the aircraft toflown, and to be medically certified as physigéil to fly. FAA
and medical certifications are subject to perigdizewal requirements including recurrent trainind eecent flying experience. In December 2007, ri@degislation was
enacted increasing the mandatory retirement age.f®rcommercial airline pilots from age 60 to &je Mechanics, quality-control inspectors, andrflidispatchers must
be certificated and qualified for specific aircratight attendants must have initial and periadimpetency training and qualification. Training gmams are subject to
approval and monitoring by the FAA. Management pengl directly involved in the supervision of flighperations, training, maintenance, and aircrefpéection must
also meet experience standards prescribed by Fgélatons. All safety-sensitive employees are suthje pre-employment, random, and post-accidery tisting.

The Railway Labor Act, or RLA, governs our relasonith labor organizations. Under the RLA, the edlive bargaining agreements generally do not expint
instead become amendable as of a stated datéhéf @iarty wishes to modify the terms of any sugteament, they must notify the other party in trenmer agreed to by
the parties. Under the RLA, after receipt of suotiae, the parties must meet for direct negotiaj@nd if no agreement is reached, either party negyest the National
Mediation Board, or NMB, to appoint a federal mediaThe RLA prescribes no set timetable for threali negotiation and mediation process. It is motsual for those
processes to last for many months, and even fewayéars. If no agreement is reached in mediatimNMB in its discretion may declare at some tthreg an impasse
exists, and if an impasse is declared, the NMBfprethinding arbitration to the parties. Eithertpamay decline to submit to arbitration. If arbttom is rejected by either
party, a 30-day “cooling off” period commences. IDgrthat period (or after), a Presidential EmergeBoard, or PEB, may be established, which exantineparties’
positions and recommends a solution. The PEB psdesss for 30 days and is followed by another liogooff” period of 30 days. At the end of a “cond off” period,
unless an agreement is reached or action is tak€wohgress, the labor organization and the aidimeh may resort to “self-help,” including, for tlador organization, a
strike or other labor action, and for the airlitiee imposition of any or all of its proposed ameedts and the hiring of new employees to replacestiking workers.
Congress and the President have the authorityeteept “self-help” by enacting legislation that, argmther things, imposes a settlement on the gaifiee table below
sets forth our employee groups and status of thectiwe bargaining agreements.

Employee Groups Representative Amendable Date
Pilots Air Line Pilots Association, International (ALPA) August 2015
Flight Attendants Association of Flight Attendants (AFA-CWA) August 2007
Dispatchers Transport Workers Union (TWU) July 2012

We focus on hiring highly productive employees amldere feasible, designing systems and processaadautomation and outsourcing in order to mainoair
low cost base.




Safety and Security

We are committed to the safety and security ofpassengers and employees. We strive to complyowigxceed health and safety regulation standamdsurisuing
these goals, we maintain an active aviation sgfeggram and all of our personnel are expected tiiczate in the program and take an active rolthanidentification,
reduction, and elimination of hazards.

Our ongoing focus on safety relies on training @wployees to proper standards and providing thetmtivé tools and equipment they require so theypesiform
their job functions in a safe and efficient manr8afety in the workplace targets several areasiobperation including: flight operations, mainteoe, in-flight, dispatch,
and station operations. The Transportation SeciAdiyinistration, or TSA, is charged with aviatioecsrity for both airlines and airports. We maintaative, open lines
of communication with the TSA at all of our locat®to ensure proper standards for security of etsgnnel, customers, equipment and facilities reecesed throughout
the operation.

Insurance

We maintain insurance policies we believe are enaty in the airline industry and as required byBI@@T. The policies principally provide liability werage for
public and passenger injury; damage to properss tf or damage to flight equipment; fire and edézhcoverage; directors’ and officers’ liabilitydweertiser and media
liability; cyber risk liability; fiduciary; and wdters’ compensation and employer’s liability. We éabtained third-party war risk (terrorism) inswarthrough a special
program administered by the FAA, resulting in loweemiums than if we had obtained this insuranadbéncommercial insurance market. Should the gowent
discontinue this coverage, obtaining comparable@mye from commercial underwriters could resufiubstantially higher premiums and more restrictarens, if it is
available at all. Although we currently believe ansurance coverage is adequate, there can besnmase that the amount of such coverage will eathanged or that v
will not be forced to bear substantial losses famuidents.

Foreign Ownership

Under DOT regulations and federal law, we mustdrgrolled by U.S. citizens. In order to qualify l@ast 75% of our stock must be voted by U.S. @itiz and our
president and at least two-thirds of our boardifatiors and senior management must be U.S. c#tizen

On December 7, 2011, we entered into a Stock bigton Agreement with Indigo Miramar LLC and its migers. Pursuant to the Stock Distribution Agreement
10,576,180 shares of outstanding common stock @earieanged on a share-for-share basis for sharesnefoting common stock. As of February 11, 2018 ,had no
non-voting shares outstanding due to the convexsiati non-voting shares to voting shares in caarme with the Stock Distribution Agreement.

Government Regulation
Operational Regulation

The airline industry is heavily regulated, espégiby the federal government. Two of the primargukatory authorities overseeing air transportatiothe United
States are the DOT and the FAA. The DOT has jurigzi over economic issues affecting air transptimna such as competition, route authorizationseatising and sale
practices, baggage liability and disabled passetngesportation, among other areas, several oftwiiere included in new rules that became effedtivg011 and 2012
relating to, among other things, how airlines handteractions with passengers through advertisiregreservation process, at the airport and onditbe aircraft. The
DOT has extended the effective date for certaithe$e rules. See “Risk Factors—Restrictions omareased taxes applicable to charges for anciiiesglucts and
services paid by airline passengers and burdensonmsimer protection regulations or laws could haambusiness, results of operations and financiafition.” The
DOT has a pending notice of proposed rulemakingesdihg additional accommodations required forgragsrs with certain disabilities among other matter

The DOT has authority to issue certificates of pubbnvenience and necessity required for airliogzrovide air transportation. We hold a DOT cerdife of public
convenience and necessity authorizing us to enigaggheduled air transportation of passengers,gotppand mail within the United States, its temiés and possessions
and between the United States and all countrigsithantain a liberal aviation trade relationshighathe United States (known as “open skies” coasjriWe also hold
DOT certificates to engage in air transportationedain other countries with more restrictive &wia policies.

The FAA is responsible for regulating and oversgeiratters relating to air carrier flight operatipimeluding airline operating certificates, airdreértification and
maintenance and other matters affecting air saldtg.FAA requires each commercial airline to obtaid hold an FAA air carrier certificate. This désate, in
combination with operations specifications issuethe airline by the FAA, authorizes the airlineofzerate at specific airports using aircraft apprblsy
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the FAA. As of December 31, 2012 , we had FAA antiimess certificates for all of our aircraft, wachobtained the necessary FAA authority to flylt@fthe cities we
currently serve and all of our aircraft had beentifoed for overwater operations. We believe wechall necessary operating and airworthiness awhtions, certificates
and licenses and are operating in compliance vpfieable DOT and FAA regulations, interpretati@amsl policies.

International Regulation

All international service is subject to the regafgtrequirements of the foreign government involwak currently operate international service tolfLthe
Bahamas, Colombia, Costa Rica, Dominican RepuBli§alvador, Guatemala, Haiti, Honduras, Jamaiaibb, Nicaragua, Panama, Peru and St. Maartemelhsas
Puerto Rico and the U.S. Virgin Islands. If we decio increase our routes to additional internatickestinations, we will be required to obtain resegy authority from
the DOT and the applicable foreign government. Weéeadso required to comply with overfly regulatioansountries that lay along our routes but whighdw not serve.

International service is also subject to CustontsBorder Protection, or CBP, immigration and adtime requirements, and the requirements of eqeintebreign
governmental agencies. Like other airlines flyinteinational routes, from time to time we may bigjestt to civil fines and penalties imposed by CB&nmanifested or
illegal cargo, such as illegal narcotics, is fowmdour aircraft. These fines and penalties, whicthée case of narcotics are based upon the retaié\of the seizure, may be
substantial. We have implemented a comprehensaugiseprogram at our airports to reduce the risklegal cargo being placed on our aircraft, angl seek to cooperate
actively with CBP and other U.S. and foreign lavfoecement agencies in investigating incidents terapts to introduce illegal cargo.

Security Regulation

The TSA was created in 2001 with the responsibditgd authority to oversee the implementation, arslie the adequacy, of security measures at arpod other
transportation facilities. Funding for passengeusity is provided in part by a per enplanemerketdax (passenger security fee) of $2.50 per passdlight segment,
subject to a $5 per one-way trip cap. The TSA wastgd authority to impose additional fees on airiers if necessary to cover additional feder#ton security costs.
Pursuant to its authority, the TSA may revise tlag W assesses this fee, which could result ineiased costs for passengers and us. We cannotdovetat additional
security and safety requirements may be imposéukifiuture or the costs or revenue impact that dibel associated with complying with such requiretsiefhe TSA
also assesses an Aviation Security Infrastructers Br ASIF, on each airline. Our ASIF fee is agpnately $1.6 million per year.

Environmental Regulation

We are subject to various federal, state and lege and regulations relating to the protectiothefenvironment and affecting matters such asadtrengine
emissions, aircraft noise emissions, and the digehar disposal of materials and chemicals, whig¥sland regulations are administered by numerats ahd federal
agencies. The Environmental Protection Agency,RA Fegulates operations, including air carrierrapens, which affect the quality of air in the thd States. We
believe the aircraft in our fleet meet all emissstandards issued by the EPA. Concern about cliotetege and greenhouse gases may result in additegulation or
taxation of aircraft emissions in the United Stated abroad.

Federal law recognizes the right of airport opasatth special noise problems to implement locasa abatement procedures so long as those presedomot
interfere unreasonably with interstate and foreigmmerce and the national air transportation systémase restrictions can include limiting nighttiomerations, directir
specific aircraft operational procedures duringetekand initial climb, and limiting the overall mber of flights at an airport. None of the airpaxis serve currently
restricts the number of flights or hours of opematialthough it is possible one or more of suchats may do so in the future with or without advamotice.

Other Regulations

We are subject to certain provisions of the Commations Act of 1934, as amended, and are requireditain an aeronautical radio license from theeFald
Communications Commission, or FCC. To the extenawmeesubject to FCC requirements, we will takenaiessary steps to comply with those requiremiévigsare also
subject to state and local laws and regulatiohscations where we operate and the regulationgbus local authorities that operate the airpagsserve.

Future Regulations

The U.S. and foreign governments may consider dongtanew laws, regulations, interpretations andcpes regarding a wide variety of matters that dalitectly or
indirectly affect our results of operations. We mainpredict what laws, regulations, interpretatiand policies might be considered in the future,qam we judge what
impact, if any, the implementation of any of theseposals or changes might have on our business.
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ITEM 1A. RISK FACTORS

You should carefully consider the risks describeldlv and the other information in this report. Hyaof the following risks materialize, our businessild be
materially harmed, and our financial condition arebults of operations could be materially and adedy affected. The risks described below are robtily ones facing
us. Additional risks not currently known to us loatwe currently believe are immaterial may als@ain our business, results of operations, financiahdition and
liquidity.

Risks Related to Our Industry
We operate in an extremely competitive industry.

We face significant competition with respect totem) fares and services. Within the airline industre compete with traditional network airlineshet low-cost
airlines and regional airlines on many of our reuteompetition in most of the destinations we pnédgeserve is intense, due to the large numberafers in those
markets. Furthermore, other airlines may beginisersr increase existing service on routes whereurently face no or little competition. Substaiiyi all of our
competitors are larger and have significantly grefihancial and other resources than we do.

The airline industry is particularly susceptibleptice discounting because once a flight is schegjwdirlines incur only nominal additional costptovide service to
passengers occupying otherwise unsold seats. Bexdtdare or other price competition could adveraéfigct our operations. Moreover, many other aditave begun to
unbundle services by charging separately for sesvitich as baggage and advance seat selectiomriblisdling and other cost reducing measures cnddle
competitor airlines to reduce fares on routesweaserve.

In addition, airlines increase or decrease capatityarkets based on perceived profitability. Diecis by our competitors that increase overall indusapacity, or
capacity dedicated to a particular domestic orifpreegion, market or route, could have a matexislerse impact on our business. If a traditionalogk airline were to
successfully develop a low-cost structure or ifwee to experience increased competition from dthercost carriers, our business could be materiallyeesbly affectec

All of the domestic traditional network airlinesigaon one or more occasions initiated bankruptogeedings in attempts to restructure their debtother
obligations and reduce their operating costs. OvelNter 29, 2011, AMR Corporation and substantilllpf its subsidiaries, including American Airliseinc., filed a
petition for relief under Chapter 11 of the U.SnRauptcy Code. We presently compete with Americatirfes in a majority of our markets. We cannotdice the extent
to which the pendency of this bankruptcy proceedaifigchange our competitive dynamic with AmericAitlines or the extent to which a successfully gaorized
American Airlines, or the acquisition of Americairlfes by another carrier, will result in a morféegtive competitor to us.

Our growth and the success of our ULCC businesseiramild stimulate competition in our markets tlglowur competitors’ development of their own ULCC
strategies or new market entrants. Any such congpetiay have greater financial resources and atoesseaper sources of capital than we do, whichdcenable them
operate their business with a lower cost strudtume we can. If these competitors adopt and suftdlysexecute a ULCC business model, we could beenelly adversel
affected.

There have been numerous mergers and acquisitidims the airline industry including, for examplege recent combinations of Delta Air Lines and Nargst
Airlines, United Airlines and Continental Airlineand Southwest Airlines and AirTran Airways. In foéure, there may be additional mergers and aigpsis in our
industry. Any business combination could signifitgalter industry conditions and competition wittthe airline industry and could cause fares ofammpetitors to be
reduced.

The extremely competitive nature of the airlineustly could prevent us from attaining the levepassenger traffic or maintaining the level of fasesevenues
related to ancillary services required to sustaofifable operations in new and existing markets eould impede our growth strategy, which couldvhaur operating
results. Due to our relatively small size, we arsceptible to a fare war or other competitive ai¢is in one or more of the markets we serve, whimlid have a material
adverse effect on our business, results of opestand financial condition.

Our low cost structure is one of our primary compeitive advantages, and many factors could affect ouability to control our costs.

Our low cost structure is one of our primary contpet advantages. However, we have limited corrar many of our costs. For example, we have lignitentrol
over the price and availability of aircraft fueljiaion insurance, airport and
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related infrastructure taxes, the cost of meethmanging regulatory requirements, and our cost tesscapital or financing. In addition, the compdios and benefit costs
applicable to a significant portion of our employeee established by the terms of our collectivgdiaing agreements. We cannot guarantee we wableto maintain a
cost advantage over our competitors. If our casiciire increases and we are no longer able totaiaia cost advantage over our competitors, itdcbalve a material
adverse effect on our business, results of opermtad financial condition.

The airline industry is heavily impacted by the price and availability of aircraft fuel. Continued voltility in fuel costs or significant disruptions in the supply of
fuel, including hurricanes and other events affectig the Gulf Coast in particular, could materially adversely affect our business, results of operationand
financial condition.

Aircraft fuel costs represent our single largesraging cost, accounting for 41.2% , 41.9% , an8%xof our total operating expenses for 2012 , 201d 2010 ,
respectively. As such, our operating results agriicantly affected by changes in the availabibityd the cost of aircraft fuel, especially aircfatl refined in the U.S.
Gulf Coast region, on which we are highly dependBoth the cost and the availability of aircrafefare subject to many meteorological, economid, oiitical factors
and events occurring throughout the world, whichcar neither control nor accurately predict. Faregle, a major hurricane making landfall along@hf Coast could
cause disruption to oil production, refinery opemas, and pipeline capacity in that region, pogsibkulting in significant increases in the priéaocraft fuel and
diminished availability of aircraft fuel supplie&ny disruption to oil production, refinery operai® or pipeline capacity in the Gulf Coast regionld have a
disproportionate impact on our operating resultagared to other airlines that have more diversified sources.

Aircraft fuel prices have been subject to high tibtg, fluctuating substantially over the past seal years. Due to the large proportion of airchaé costs in our
total operating cost base, even a relatively smatkase in the price of aircraft fuel can havégaificant negative impact on our operating costs an our business,
results of operations and financial condition.

Our fuel hedging strategy may not reduce our fuel asts.

We enter into fuel derivative contracts in ordentibigate the risk to our business from future tibitg in fuel prices. As of December 31, 2012 , tvad fuel hedges
using U.S. Gulf Coast jet fuel collars in place &pproximately 5% of our 2013 anticipated fuel aomption. Additionally, during peak hurricane seagangust through
October), we may enter into jet fuel swaps to mitiee refining price risk between the price ofdawil and the price of refined jet fuel. There t&mno assurance that we
will be able to enter into fuel hedge contractshia future. Our liquidity and general level of dapresources impacts our ability to hedge our faguirements. Even if we
are able to hedge portions of our future fuel rezraents, we cannot guarantee that our hedge ctswitprovide sufficient protection against inesed fuel costs or that
our counterparties will be able to perform underlwedge contracts, such as in the case of a caamtgis insolvency. Furthermore, our ability toceto the cost of fuel,
absent hedging, is limited because we set the pfitiekets in advance of incurring fuel costs. @bility to pass on any significant increases meraft fuel costs through
fare increases could also be limited. Finallysicurrently unknown what impact the Dodd-Frank V&iteet Reform and Consumer Protection Act willdham collateral
and margin requirements for fuel hedging, whichldaignificantly impair our ability to hedge ourdiucosts. As of December 31, 2012 , the fair valueur fuel
derivative contracts was an asset of $0.3 millibmthe event of a reduction in fuel prices compaceour hedged position, our hedged positionsccoalinteract the cost
benefit of lower fuel prices and could require apost additional cash margin collateral. Please'Blnagement’s Discussion and Analysis of Findr€@ndition and
Results of Operations—Trends and Uncertaintiesaiifig Our Business—Aircraft Fuel.”

Restrictions on or increased taxes applicable to ahges for ancillary products and services paid byidine passengers and burdensome consumer protectio
regulations or laws could harm our business, resustof operations, and financial condition.

During 2012 , 2011 and 2010 , we generated nomtickvenues of $535.6 million , $381.5 million &&#3.3 million , respectively. Our non-ticket reues are
generated from charges for, among other thingggdige bookings through our distribution channelsaace seat selection, itinerary changes and lopattgrams. In
April 2011, the DOT published a broad set of findés relating to, among other things, how airlihaadle interactions with passengers through adiregt the
reservations process, at the airport and on bo@rditcraft. The final rules require airlines tdofish a full fare for a flight, including mandatotgxes and fees, and to
enhance disclosure of the cost of optional prodatsservices, including baggage charges. The redgdct airlines from increasing ticket pricesppurchase (other the
increases resulting from changes in government-gegdees or taxes) or increase significantly thelarhand scope of compensation payable to passemystuntarily
denied boarding due to oversales. The final rulss extend the applicability of tarmac delay repgrtand penalties to include international flightsl provide that
reservations made more than one week prior totftighe may be held at the quoted fare without paynue cancelled without penalty, for 24 hours. éflithese new rules
became effective by January 24, 2012. If we areabl to remain in compliance with these rules,BRET may subject us to fines or other enforcemetiom, including
requirements to modify our passenger reservatigstes, which could have a material adverse
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effect on our business. Moreover, we cannot asmughat compliance with these rules will not havmaterial adverse effect on our business. In isddithe U.S.
Congress and Federal administrative agencies Inaestigated the increasingly common airline induptactice of unbundling the pricing of certain guats and service
If new taxes are imposed on non-ticket revenues,ather laws or regulations are adopted that makeundling of airline products and services imgssible, or more
cumbersome or expensive, our business, resuligeshitions, and financial condition could be harn@shgressional and other government scrutiny msy ehange
industry practice or public willingness to pay &orcillary services. See also “—We are subject teresive regulation by the Federal Aviation Admirasion, the
Department of Transportation, and other U.S. aneida governmental agencies, compliance with whimhld cause us to incur increased costs and adyeféect our
business and financial results.”

The airline industry is particularly sensitive to changes in economic conditions. Continued adverse@mmic conditions or a reoccurrence of such condins woulc
negatively impact our business, results of operatis and financial condition.

Our business and the airline industry in genemladfected by many changing economic condition®bdyour control, including, among others:
e changes and volatility in general economic condgidncluding the severity and duration of any dawmin the U.S. or global economy and financiatkets

» changes in consumer preferences, perceptioasdsm patterns or demographic trends, includingiacreased preference for higher-fare carriersrofy higher
amenity levels, and reduced preferences for low-€arriers offering more basic transportation, miyibetter economic times;

* higher levels of unemployment and varying levelslisposable or discretionary incot
» depressed housing and stock market prices
* lower levels of actual or perceived consumer canrfik

These factors can adversely affect, and from tortérie have adversely affected, our results of ap@ns, our ability to obtain financing on accefeaerms and our
liquidity. Unfavorable general economic conditiossch as higher unemployment rates, a constraireetit ecnarket, housing-related pressures and inetefigus on
reducing business operating costs can reduce sgefati price-sensitive leisure and business trédval.many travelers, in particular the price-sewsitravelers we serve,
air transportation is a discretionary purchase tthey may reduce or eliminate from their spendmdifficult economic times. The overall decreaseémand for air
transportation in the United States in 2008 and2@8ulting from record high fuel prices and theremmic recession required that we take signifisteps to reduce our
capacity, which reduced our revenues. Unfavoratib@emic conditions could also affect our abilityréise prices to counteract increased fuel, labatter costs,
resulting in a material adverse effect on our bessnresults of operations, and financial condition

The airline industry faces ongoing security concemmand related cost burdens, further threatened orual terrorist attacks, or other hostilities that could
significantly harm our industry and our business.

The terrorist attacks of September 11, 2001 anid difiermath negatively affected the airline indysThe primary effects experienced by the airlimdustry
included:

» substantial loss of revenue and flight disruptiosts caused by the grounding of all commerciairaffic in or headed to the United States by thedfal Aviation
Administration, or FAA, for about three days aftiee terrorist attacks;

* increased security and insurance c

* increased concerns about future terrorist att

« airport shutdowns and flight cancellations and gieldue to security breaches and perceived safigts) an
« significantly reduced passenger traffic and yields to the subsequent dramatic drop in demandrftraael

Since September 11, 2001, the Department of Hordebaaurity and the Transportation Security Admiaisbn, or TSA, have implemented numerous security
measures that restrict airline operations and asgeosts, and are likely to implement additionehsures in the future. For example, following théely publicized
attempt of an alleged terrorist to detonate plastigosives hidden underneath his clothes on ahM@gt Airlines flight on Christmas Day in 2009, pasgers became
subject to enhanced random screening, which mdydegat-downs, explosive detection testing or b&xhns. Enhanced passenger screening, increassaticay
governing carry-on baggage and other similar r&gins on passenger
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travel may further increase passenger inconveniandeeduce the demand for air travel. In additiocreased or enhanced security measures havedtemdesult in
higher governmental fees imposed on airlines, tieguin higher operating costs for airlines, whiga may not be able to pass on to consumers irothe éf higher prices
Any future terrorist attacks or attempted attaek&n if not made directly on the airline industiy the fear of such attacks or other hostilitiegl(iding elevated national
threat warnings or selective cancellation or redioa of flights due to terror threats) would likddave a material adverse effect on our businessits of operations and
financial condition, and on the airline industrygeneral.

Airlines are often affected by factors beyond theicontrol including: air traffic congestion at airports; air traffic control inefficiencies; adverse weather conditions,
such as hurricanes or blizzards; increased securityneasures; new travel related taxes or the outbreasf disease, any of which could harm our businessperating
results, and financial condition.

Like other airlines, we are subject to delays cdusefactors beyond our control, including air i@Eongestion at airports, air traffic control ffieiencies, adverse
weather conditions, increased security measuresinawel related taxes and the outbreak of disdaskys frustrate passengers and increase costs) wturn could
adversely affect profitability. The federal govermh singularly controls all U.S. airspace, andred are completely dependent on the FAA to opehatieairspace in a
safe, efficient, and affordable manner. The alffitt@ontrol system, which is operated by the FA#ges challenges in managing the growing demand f6r air travel.
U.S. and foreign aitraffic controllers often rely on outdated techrges that routinely overwhelm the system and corapéhes to fly inefficient, indirect routes resing
in delays. Adverse weather conditions and natusasters, such as hurricanes affecting southemidgland the Caribbean as well as other areaseda#dbtern United
States (such as Hurricane Sandy in October 204i@)emsnowstorms or the January 2010 earthquakBsrirau-Prince, Haiti, can cause flight cancedladior significant
delays. Cancellations or delays due to adverseheeabnditions or natural disasters, air traffiatcol problems or inefficiencies, breaches in siégur other factors cou
harm our business, results of operations and finhoondition. Similarly, outbreaks of pandemicomntagious diseases, such as avian flu, severe egsgiratory
syndrome (SARS) and H1N1 (swine) flu, could regukignificant decreases in passenger traffic dedrmposition of government restrictions in senacel could have a
material adverse impact on the airline industrgréiased travel taxes, such as those provided ifirthesl Promotion Act, enacted March 10, 2010, Wwhibharges visitors
from certain countries a $10 fee every two yeatsaeel into the United States to subsidize certiinel promotion efforts, could also result in deses in passenger
traffic. Any general reduction in airline passengaffic could have a material adverse effect onlsiness, results of operations and financiatltmm.

Restrictions on or litigation regarding third-party membership discount programs could harm our busings, operating results and financial condition.

We generate a relatively small but growing portddour revenue from order referral fees, revenweshand other fees paid to us by third-party mershfor
customer click-throughs, distribution of third-papromotional materials and referrals arising frpraducts and services of the third-party merchti@tswe offer to our
customers on our website. Some of these third-paféyral-based offers are for memberships in distprograms or similar promotions made to custemeéro have
purchased products from us, and for which we recaipayment from the third-party merchants for gesistomer that accepts the promotion. Certaihedé third-party
membership discount programs have been the suifieonsumer complaints, litigation and regulatocti@ns alleging that the enroliment and billing gifrees involved in
the programs violate various consumer protectiors lar are otherwise deceptive. Any private or goregntal claim or action that may be brought agaissh the future
relating to these third-party membership programgddresult in our being obligated to pay damagesaurring legal fees in defending claims. Theaemdges and fees
could be disproportionate to the revenues we géaéteough these relationships. In addition, custodissatisfaction or a significant reduction irtenmination of the
third-party membership discount offers on our wigbas a result of these claims could have a negatipact on our brand, and have a material adeffset on our
business, results of operations and financial ¢ardi

We face competition from air travel substitutes.

In addition to airline competition from traditionaétwork airlines, other low-cost airlines and cewil airlines, we also face competition from aawel substitutes.
On our domestic routes, we face competition fromeother transportation alternatives, such asthaig, or automobile. In addition, technology advements may limit
the demand for air travel. For example, video mhéerencing and other methods of electronic comoatitin may reduce the need for in-person communitaind add a
new dimension of competition to the industry asetars seek lower-cost substitutes for air tralfele are unable to adjust rapidly in the eventlilsis of competition in
our markets changes, it could have a material agweifect on our business, results of operatioddiaancial condition.
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Risks Related to Our Business

Increased labor costs, union disputes, employee #&@s and other labor-related disruption may adversky affect our business, results of operations andrfancial
conditions.

Our business is labor intensive, with labor costgesenting approximately 19.1% , 19.6% and 22.Détiototal operating costs for 2012 , 2011 and®01
respectively. As of December 31, 2012 , approxityd#d% of our workforce was represented by labor uniortstaereby covered by collective bargaining agreeséfie
cannot assure you that our labor costs going fatwali remain competitive because in the future lator agreements may be amended or become ameratabhew
agreements could have terms with higher labor costs or more of our competitors may significamédguce their labor costs, thereby reducing or elating our
comparative advantages as to one or more of sunpetitors; or our labor costs may increase in cotioe with our growth. We may also become subjectdditional
collective bargaining agreements in the future@sumnionized workers may unionize.

Relations between air carriers and labor uniorteénUnited States are governed by the Railway Laltror the RLA. Under the RLA, collective bargaig
agreements generally contain “amendable datesérétian expiration dates, and the RLA requiresdhzrrier maintain the existing terms and condgiof employment
following the amendable date through a multi-stagé usually lengthy series of bargaining processesseen by the National Mediation Board, or theBNNlhis process
continues until either the parties have reachedeagent on a new collective bargaining agreemertheoparties have been released to “self-help’heyNMB. In most
circumstances, the RLA prohibits strikes; howeedter release by the NMB, carriers and unions i@e fo engage in self-help measures such as Icckoui strikes.

Our flight operations were shut down due to a sthi our pilots beginning on June 12, 2010 andhigsintil we and the union representing our pite@ched a
tentative agreement for a new contract. Under arReéb Work Agreement, we began to resume flightSune 17, 2010 and resumed our full flight schedal June 18,
2010. On August 1, 2010, we and the pilots’ unireceited a five-year collective bargaining agreemhis shutdown had a material adverse effect omesults of
operations for 2010. Please see “Management’s Bsson and Analysis of Financial Condition and Rissof Operations—June 2010 Pilot Strike.”

Our collective bargaining agreement with our fligitendants became amendable in August 2007, ardeneurrently engaged in negotiations with theani
representing our flight attendants. Our collectaegaining agreement with our dispatchers becanemdable in July 2012. The outcome of our pendiriigciive
bargaining negotiations cannot presently be detexcthand the terms and conditions of our futureectife bargaining agreements may be affected byethdts of
collective bargaining negotiations at other aidiieat may have a greater ability, due to largetesgreater efficiency or other factors, to baghér costs than we can. In
addition, if we are unable to reach agreement ®iith of our unionized work groups in current or fetnegotiations regarding the terms of their ceiecbargaining
agreements, we may be subject to work interruptisrstoppages. Any such action or other labor despuith unionized employees could disrupt our ofyens, reduce ot
profitability, or interfere with the ability of oumanagement to focus on executing our businesegtea. Our business, results of operations armhfial condition may be
materially adversely affected based on the outcohoeir negotiations with the union representing ftight attendants.

We have a significant amount of aircraft-related fked obligations that could impair our liquidity and thereby harm our business, results of operationsral
financial condition.

The airline business is capital intensive and, gesalt, many airline companies are highly levedaddl of our aircraft are leased, and in 2012 26d1 we paid the
lessors rent of $140.8 million and $116.6 milliaespectively, and maintenance deposits net oftreisements of $31.6 million and $36.8 million pestively. As of
December 31, 2012 , we had future operating lebbgations of approximately $1.2 billion . In addit, we have significant obligations for aircrafidespare engines that
that we have ordered from Airbus and Internatigkeio Engines AG, or IAE, (or any other engine matidrer for future deliveries) for delivery oveethext nine years.
Our ability to pay the fixed costs associated weitih contractual obligations will depend on our @pielg performance, cash flow, and our ability towse adequate
financing, which will in turn depend on, among atttengs, the success of our current businesseglyatvhether fuel prices continue at current piésels and/or further
increase or decrease, further weakening or impgowirthe U.S. economy, as well as general econamicpolitical conditions and other factors that &mesome extent,
beyond our control. The amount of our aircraft tedefixed obligations could have a material advef§ect on our business, results of operationsfaraghcial condition
and could:

* require a substantial portion of cash flow froperations for operating lease and maintenancesdgmyments, thereby reducing the availabilityof cash flow
to fund working capital, capital expenditures atiieo general corporate purposes;
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< limit our ability to make required prelivery deposit payment, or PDPs, including thpagable to Airbus or IAE for our aircraft and spargjines on orde
< limit our ability to obtain additional financing support our expansion plans and for working chpita other purposes on acceptable terms or

« make it more difficult for us to pay our othdiligations as they become due during adverse geeevaomic and market industry conditions becamserelated
decrease in revenues could cause us to not haieentfcash flows from operations to make our sched payments;

« reduce our flexibility in planning for, or re@my to, changes in our business and the airlinestig and, consequently, place us at a competiisadvantage to
our competitors with less fixed payment obligaticensd

e cause us to lose access to one or more aiamefforfeit our rent deposits if we are unable &keour required aircraft lease rental paymentsoamdessors
exercise their remedies under the lease agreemaatling cross default provisions in certain of mases.

A failure to pay our operating lease and otherdigest obligations or a breach of our contractiibations could result in a variety of adversessmuences,
including the exercise of remedies by our creditord lessors. In such a situation, it is unlikélgttwe would be able to cure our breach, fulfilt obligations, make
required lease payments or otherwise cover oudfeasts, which would have a material adverse effeaiur business, results of operations and fiduweoindition.

We are highly dependent upon our cash balances amgberating cash flows.

As of December 31, 2012 , we had access to linesedlit from two counterparties to our jet fuelidatives and our purchase credit card issuer agdireg$36.6
million . These credit facilities are not adequatéinance our operations, and we will continudéodependent on our operating cash flows and caahdes to fund our
operations and to make scheduled payments on muafairelated fixed obligations. Although our citethrd processors currently do not have a righitdial back credit
card receipts to cover repayment to customersgifait to maintain certain liquidity and other fim@al covenants, their rights to holdback wouldd&iestated, which
would result in a reduction of unrestricted casdt tould be material. In addition, we are requisgcsome of our aircraft lessors to fund reservemash in advance for
scheduled maintenance, and a portion of our catsleisfore unavailable until after we have compleétes scheduled maintenance in accordance wittethes of the
operating leases. Based on the age of our fleebandrowth strategy, these maintenance depodiitinaiease over the next few years before we kecany significant
reimbursement for completed maintenance. If wetfegenerate sufficient funds from operations tenweir operating cash requirements or do not olstdiime of credit,
other borrowing facility or equity financing, weudd default on our operating lease and fixed obigyes. Our inability to meet our obligations asyttecome due would
have a material adverse effect on our businessitsesf operations, and financial condition.

A deterioration in worldwide economic conditions mg adversely affect our business, operating result§ipancial condition, liquidity and ability to obtain financing
or access capital markets.

The general worldwide economy has experienced antlow due to the effects of the European debts;rigifavorable U.S. economic conditions and slovgrgyvth
in certain Asian economies, including general drawirket crises, collateral effects on the finaacd banking industries, concerns about inflatitower economic
activity, decreased consumer confidence, reducgzbcate profits and capital spending, adverse lessiconditions and liquidity concerns. The airlimdustry is
particularly sensitive to changes in economic ctows, which affect customer travel patterns ahatee revenues. A weak economy could reduce ookihgs, and a
reduction in discretionary spending could also dase amounts our customers are willing to pay.atbrable economic conditions can also impact thigyabf airlines to
raise fares to help offset increased fuel, labar@ther costs. We cannot accurately predict thecefir duration of any economic slowdown or thergror strength of a
subsequent economic recovery.

In addition, we have significant obligations forcaaft and spare engines that we have ordered #iolbus and IAE (or any other engine manufacturerfédure
deliveries) over the next nine years, and we vékahto finance these purchases. We may not hafieisnif liquidity or creditworthiness to fund theghase of aircraft
and engines, including payment of PDPs, or forotferking capital. Factors that affect our abiligyraise financing or access the capital marketside market
conditions in the airline industry, economic cormatis, the perceived residual value of aircraft egldted assets, the level and volatility of ounéags, our relative
competitive position in the markets in which we i@te, our ability to retain key personnel, our @pielg cash flows, and legal and regulatory develamis Regardless of
our creditworthiness, at times the market for alfittpurchase or lease financing has been very instl due to such factors as the general stateeafapital markets and
the financial position of the major providers ohooercial aircraft financing.

17




Our liquidity and general level of capital resource impact our ability to hedge our fuel requirements

As of December 31, 2012 , we had fuel hedges usiBg Gulf Coast jet fuel collars in place for approately 5% of our 2013 anticipated fuel consumptid/hile
we intend to hedge a portion of our future fueluiegments, there can be no assurance that, atiaery gme, we will be able to enter into fuel hedgatracts. In the past,
we have not had and in the future we may not haffecent creditworthiness or liquidity to post ticellateral necessary to hedge our fuel requireméiten if we are ab
to hedge portions of our future fuel requiremewns,cannot guarantee that our hedge contracts mWligee any particular level of protection agaimstreased fuel costs or
that our counterparties will be able to performemadur hedge contracts, such as in the case afrg@party’s insolvency. Furthermore, our abiliyréact to the cost of
fuel, absent hedging, is limited, because we septlte of tickets in advance of knowing our fue$ts at the time the tickets are flown. Our abtitypass on any
significant increases in aircraft fuel costs throdigre increases could also be limited.

We rely on maintaining a high daily aircraft utiliz ation rate to implement our low cost structure, wheh makes us especially vulnerable to flight delays
cancellations or aircraft unavailability.

We maintain a high daily aircraft utilization rat@ur average daily aircraft utilization was 12.8&ihg 12.7 hours and 12.8 hours for 2012 , 20112848 ,
respectively. Aircraft utilization is the averageaunt of time per day that our aircraft spend dagyassengers. Our revenue per aircraft can lvedased by high daily
aircraft utilization, which is achieved in part I3ducing turnaround times at airports, so we camfbre hours on average in a day. Aircraft utiii@atis reduced by delays
and cancellations from various factors, many ofoltare beyond our control, including air traffimgestion at airports or other air traffic controblplems, adverse
weather conditions, increased security measurbseaches in security, international or domestidlaxis, terrorist activity, or other changes in lmess conditions. A
significant portion of our operations are conceetidn markets such as South Florida, the Caribbestim America and the Northeast and northern Misitwregions of the
United States, which are particularly vulnerableveather, airport traffic constraints and othemgisl In addition, pulling aircraft out of serviae unscheduled and
scheduled maintenance, which will increase asleet Ages, may materially reduce our average ti@étation and require that we seek short-termssititte capacity at
increased costs. Due to the relatively small sfaeuo fleet and high daily aircraft utilization egtthe unavailability of one or more aircraft aeduiting reduced capacity
could have a material adverse effect on our busjrmesults of operations, and financial condition.

Our maintenance costs will increase as our fleet ag, and we will periodically incur substantial maitenance costs due to the maintenance schedules of aircraft
fleet.

As of December 31, 2012 , the average age of ocradti was approximately 4.6 years. Our relativedyv aircraft require less maintenance now than iéyn the
future. Our fleet will require more maintenancetages and our maintenance and repair expensesadbrof our aircraft will be incurred at approxtein the same
intervals. Moreover, because our current fleet a@giired over a relatively short period, significaraintenance that is scheduled on each of theseglwill occur at
roughly the same time, meaning we will incur ourstnexpensive scheduled maintenance obligationsykras heavy maintenance, across our present fieendthe
same time. These more significant maintenanceitietivesult in out-of-service periods during whimlr aircraft are dedicated to maintenance actiwigind unavailable to
fly revenue service. In addition, the terms of saheur lease agreements require us to pay supplahent, also known as maintenance reservehgtéessor in advance
of the performance of major maintenance, resuitingur recording significant prepaid deposits on lselance sheet. We expect scheduled and unsclegiubeaft
maintenance expenses to increase as a percentageref/enue over the next several years. Any fgmit increase in maintenance and repair expeneakl have a
material adverse effect on our business, resultpefations, and financial condition. Please searfdjement’s Discussion and Analysis of Financialdit@n and
Results of Operations—Critical Accounting Policeesl Estimates—Aircraft Maintenance, Materials aegpdtr Costs and Heavy Maintenance Amortization” ‘ard
Maintenance Reserves.”

Our lack of marketing alliances could harm our bushess.

Many airlines, including the domestic traditionatwork airlines (American, Delta, United and USwhdrys) have marketing alliances with other airlinesjer
which they market and advertise their status aketiawg alliance partners. These alliances, sudreVorld, SkyTeam and Star Alliance, generally teor code-
sharing, frequent flier program reciprocity, comated scheduling of flights to permit conveniemtreections and other joint marketing activities. lsaoangements
permit an airline to market flights operated byesthlliance members as its own. This increasedébkgnations, connections and frequencies offeyethd airline and
provides an opportunity to increase traffic on thidine’s segment of flights connecting with afie partners. We currently do not have any alliawagéh U.S. or foreign
airlines. Our lack of marketing alliances puts tia aompetitive disadvantage to traditional netwzakriers who are able to attract passengers thrmage widespread
alliances, particularly on international routesq dimat disadvantage may result in a material a@veffect on our passenger traffic, business, resfilbperations and
financial condition.
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We are subject to extensive and increasing regulatn by the Federal Aviation Administration, the Depatment of Transportation, and other U.S. and foreig
governmental agencies, compliance with which coulthuse us to incur increased costs and adverselyexf our business and financial results.

Airlines are subject to extensive and increasimgii@ory and legal compliance requirements, bothekiically and internationally, that involve sigaint costs. In
the last several years, Congress has passed latviheaDOT, FAA and TSA have issued regulationstireg to the operation of airlines that have reegisignificant
expenditures. We expect to continue to incur exgeirs connection with complying with governmentulegions. Additional laws, regulations, taxes amctéased airport
rates and charges have been proposed from tinmagdhat could significantly increase the costidfree operations or reduce the demand for airdtalf adopted, these
measures could have the effect of raising tickielegr reducing revenue and increasing costs. Fonpbe, the DOT finalized rules, effective on A€, 2010, requiring
new procedures for customer handling during lonigoand tarmac delays, as well as additional repgriguirements for airlines that could increasectbet of airline
operations or reduce revenues. The DOT has beerszipgely investigating alleged violations of trewnrules. In addition, a second set of DOT find¢suwhich became
effective in August 2011 and January 2012, addsessaong other things, concerns about how airliaeslle interactions with passengers through aduegtithe
reservations process, at the airport and on bo@rditcraft, including requirements for disclosafdase fares plus a set of regulatorily dictatetioms and limits on
cancellations and service charges for changesamzktations. Failure to remain in full complianeith these rules may subject us to fines or othéoreement action,
including requirements to modify our passengerriggmns system, which could have a material effecour business. The DOT has a pending noticeagfgsed
rulemaking addressing additional accommodationsired for passengers with certain disabilities anddecember 21, 2011 announced a new final rueaelto flight
crew duty and rest requirements. We cannot assuréhat compliance with these new rules will notéha material adverse effect on our business.

On August 3, 2010, the Airline Baggage Transparemay Accountability Act was introduced in the Udit8tates Senate. This legislation, if enacted, dvmdrease
disclosure regarding fees for airline ticket salegose federal taxes on charges for carry-on &edled baggage, authorize the DOT’s Aviation Coresupmotection
Division to oversee lost and stolen baggage claiand,require data collection and the public reledsmllected data concerning airline handlingasit) damaged and
stolen luggage. More recently, the United Statemfepassed an amendment to the FAA reauthorizaifighat, if enacted, would impose federal tagés rate of 7.5%
on charges for carry-on baggage. If the Airline @age Transparency and Accountability Act, the Seaatendment to the FAA reauthorization bill or samiegislation
were to be enacted, it is uncertain what effestoitild have on our results of operations and firgremndition.

We cannot assure you that these and other lavegatations enacted in the future will not harm business. In addition, the TSA mandates the feidetain of
certain airport security procedures and imposegtiaddl security requirements on airports and mé#, most of which are funded by a per ticket tapassengers and a
on airlines. The federal government has on seweedsions proposed a significant increase in théiglet tax. The proposed ticket tax increaséniflemented, could
negatively impact our financial results.

Our ability to operate as an airline is dependendr maintaining certifications issued to us by BOT and the FAA. The FAA has the authority taiessnandatory
orders relating to, among other things, the grongaif aircraft, inspection of aircraft, installatiof new safety-related items and removal and ocepieent of aircraft parts
that have failed or may fail in the future. A déafsby the FAA to ground, or require time consumingpections of or maintenance on, our aircraftafoy reason, could
negatively affect our business and financial restiederal law requires that air carriers operdtnge aircraft be continuously “fit, willing andl@” to provide the
services for which they are licensed. Our “fitneissthonitored by the DOT, which considers factarshsas unfair or deceptive competition, advertisbaggage liability
and disabled passenger transportation. While th& b&3 seldom revoked a carrcertification for lack of fitness, such an ocemee would render it impossible for us
continue operating as an airline. The DOT may alsbtute investigations or administrative procewgi against airlines for violations of regulations.

International routes are regulated by treatiesrafeded agreements between the United States agidricgovernments. Our ability to operate inteadl routes is
subject to change because the applicable arrangefnetiveen the United States and foreign goverrsmaay be amended from time to time. Our accesswo n
international markets may be limited by our abitiyobtain the necessary certificates to fly thenmational routes. In addition, our operationfoireign countries are
subject to regulation by foreign governments andbusiness may be affected by changes in law andef@actions taken by such governments, includmnagting or
withdrawal of government approvals and restrictioncompetitive practices. We are subject to nuoeforeign regulations based on the large numbeowiitries
outside the United States where we currently peiervice. If we are not able to comply with thesnplex regulatory regime, our business could beisigntly harmed.
Please see “Business—Government Regulation.”
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We may not be able to implement our growth strategy

Our growth strategy includes acquiring additioriedraft, increasing the frequency of flights angesof aircraft used in markets we currently semnva expanding the
number of markets we serve where our low cost &traavould likely be successful. Effectively impleniing our growth strategy is critical for our mess to achieve
economies of scale and to sustain or increaserofitgbility. We face numerous challenges in impéting our growth strategy, including our ability t

e maintain profitability

e obtain financing to acquire new aircr

* access airports located in our targeted geographrkets where we can operate routes in a mannestbansistent with our cost strate
e gain access to international routes;

e access sufficient gates and other services atrésrp@ currently serve or may seek to se

Our growth is dependent upon our ability to maimi@isafe and secure operation and requires adalip@nsonnel, equipment and facilities. An inapitit hire and
retain personnel, timely secure the required eqeigrand facilities in a cost-effective manner,aéfintly operate our expanded facilities or obtaim necessary regulatory
approvals may adversely affect our ability to aehieur growth strategy, which could harm our bussnén addition, expansion to new markets may lodiver risks due t
factors specific to those markets. We may be unableresee all of the risks attendant upon engecirtain new markets or respond adequately tethslss, and our
growth strategy and our business may suffer aswdtrén addition, our competitors may reduce tlfi@ies and/or offer special promotions following eatry into a new
market. We cannot assure you that we will be abfadfitably expand our existing markets or essbhew markets.

Some of our target growth markets in the CaribtsahLatin America include countries with less deped economies that may be vulnerable to unstaioleosnic
and political conditions, such as significant fluetions in gross domestic product, interest anceagly exchange rates, civil disturbances, governmstability,
nationalization and expropriation of private assetd the imposition of taxes or other charges lyegaments. The occurrence of any of these eventaitkets served by
us and the resulting instability may adversely @ffaur ability to implement our growth strategy.

In 2008, in response to record high fuel prices rapidly deteriorating economic conditions, we nfiedi our growth plans by terminating our leasessieren
aircraft. We incurred significant expenses relatmgur lease terminations, and have incurred exhdit expenses to acquire new aircraft in placéna$e under the
terminated leases as we expand our network. Weimtag future determine to reduce further our fetgrowth plans from previously announced levelsctvimay impac
our business strategy and future profitability.

We rely heavily on technology and automated systents operate our business and any failure of thesec¢hnologies or systems or failure by their operatercould
harm our business.

We are highly dependent on technology and autonstsigms to operate our business and achieve levatipg costs. These technologies and systemsdimcur
computerized airline reservation system, flightragiens system, financial planning, managementaaodunting system, telecommunications systems, iteebs
maintenance systems and chatkiosks. In order for our operations to work eintly, our website and reservation system musttde to accommodate a high volume
traffic, maintain secure information and delivegliit information. Substantially all of our tickedse issued to passengers as electronic ticketsléfend on our reservati
system, which is hosted and maintained under atemg contract by a third-party service providerbe able to issue, track and accept these eléctiokets. If our
reservation system fails or experiences interrmgti@and we are unable to book seats for any pefitiche, we could lose a significant amount of rewe as customers
book seats on competing airlines. We have expegésbort duration reservation system outages fimm to time and may experience similar outagelénfature. For
example, in November 2010, we experienced a s@amfiservice outage with our third-party reservasiervice provider on the day before Thanksgivorg of the
industry’s busiest travel days. We also rely ondtimiarty service providers of our other automatesiesns for technical support, system maintenandesafiware
upgrades. If our automated systems are not furingjoor if the current providers were to fail to gdately provide technical support or timely softevapgrades for any
one of our key existing systems, we could expegegvice disruptions, which could harm our busirees result in the loss of important data, ineeas expenses and
decrease our revenues. In the event that one ar afaur primary technology or systems’ vendorssga® bankruptcy, ceases operations or fails tiopa as promised,
replacement services may not be readily availabla timely basis, at competitive rates or at all any transition time to a new system may be sicanit.
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In addition, our automated systems cannot be cdeliplprotected against events that are beyond airal, including natural disasters, computer \@susr
telecommunications failures. Substantial or susthsystem failures could cause service delaysilarda and result in our customers purchasing t&k®m other airlines
We have implemented security measures and chamgektprocedures and have disaster recovery plawsgver, we cannot assure you that these measeresiequate
to prevent disruptions. Disruption in, changesrta breach of, these systems could result in agliem to our business and the loss of importata.dany of the foregoin
could result in a material adverse effect on ouwiress, results of operations and financial coorliti

We are subject to cyber security risks and may inauincreasing costs in an effort to minimize thoseisks.

Our business employs systems and websites that fdlothe secure storage and transmission of petay or confidential information regarding our tmmnsers,
employees, suppliers and others, including persdeatification information, credit card data, asttier confidential information. Security breachesld expose us to a
risk of loss or misuse of this information, litigat, and potential liability. Although we take s$efo secure our management information systemsakimaligh multiple
auditors review and approve the security configanstand management processes of these systetoslimgcour computer systems, intranet and intesites, email and
other telecommunications and data networks, therggeneasures we have implemented may not betafée@and our systems may be vulnerable to the$s,|damage
and interruption from a number of potential sour@ed events, including unauthorized access or ggdueaches, natural or man-made disasters, @tisrks, computer
viruses, power loss, or other disruptive event® iy not have the resources or technical sopéiigtitto anticipate or prevent rapidly evolving égpof cyber attacks.
Attacks may be targeted at us, our customers agpylists, or others who have entrusted us with imfation. In addition, attacks not targeted at us témgeted solely at
suppliers, may cause disruption to our computetesys or a breach of the data that we maintain stomers, employees, suppliers, and others.

Actual or anticipated attacks may cause us to iifereasing costs, including costs to deploy addél personnel and protection technologies, traipleyees, and
engage third-party experts and consultants, osdnstirred in connection with the notificationsstoployees, suppliers, or the general public asqfatir notification
obligations to the various governments that gowembusiness. Advances in computer capabilities, teehnological discoveries, or other developmemdy result in the
breach or compromise of technology used by usdtept transaction or other data. In addition, @aié security breaches can also occur as a resuttefechnical issues,
including breaches by us or by persons with whonhaxe commercial relationships that result in thauthorized release of personal or confidentiarimfation. Our
reputation, brand, and financial condition couldabgersely affected if, as a result of a signiftaarber event or other security issues: our opanatare disrupted or shut
down; our confidential, proprietary informationstlen or disclosed; we incur costs or are requigehy fines in connection with stolen customenp®yee or other
confidential information; we must dedicate sigrafit resources to system repairs or increase cgleerity protection; or we otherwise incur significditigation or other
costs.

Our processing, storage, use and disclosure of persgal data could give rise to liabilities as a restibf governmental regulation.

In the processing of our customer transactionsieseive, process, transmit and store a large vobfrigentifiable personal data, including finandialta such as
credit card information. This data is increasingl{pject to legislation and regulation, typicallyeinded to protect the privacy of personal dataithetllected, processed
and transmitted. More generally, we rely on consurnefidence in the security of our system, inahgdour website on which we sell the majority of Gaokets. Our
business, results of operations and financial ¢amdcould be adversely affected if we are unabledmply with existing privacy obligations or lelgion or regulations
are expanded to require changes in our businestqas

We may not be able to maintain or grow our non-ticlet revenues.

Our business strategy includes expanding our garthd ancillary products and services. There camb assurance that passengers will pay for addit@ancillary
products and services or that passengers will coatio choose to pay for the ancillary productsserdices we currently offer. Further, regulatonyiatives could
adversely affect ancillary revenue opportunitiesilUfe to maintain our non-ticket revenues wouldeha material adverse effect on our results ofatpmrs and financial
condition. Furthermore, if we are unable to maim&id grow our noticket revenues, we may not be able to executstoategy to continue to lower base fares in ora:
stimulate demand for air travel. Please see “—IRgistins on or increased taxes applicable to chaimeancillary products and services paid by a@rlpassengers and
burdensome consumer protection regulations or &owtd harm our business, results of operationsfiaadcial condition.”
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Our inability to expand or operate reliably or efficiently out of our key airports where we maintain alarge presence could have a material adverse effem our
business, results of operations and financial contitn.

We are highly dependent on markets served fronoeagpvhere we maintain a large presence. Our sesfiiperations may be affected by actions taken by
governmental or other agencies or authorities lgpjirisdiction over our operations at airports Jusing, but not limited to:

e increases in airport rates and char

« limitations on takesff and landing slots, airport gate capacity oreothse of airport facilitie

e termination of our airport use agreements, somehi¢h can be terminated by airport authorities itthe notice to us
e increases in airport capacity that could facilitatreased competitic

e international travel regulations such as custonasiamigration

* increases in taxe

e changes in the law that affect the services thatesoffered by airlines in particular markets ang@articular airport
e restrictions on competitive practic

« the adoption of statutes or regulations that impastomer service standards, including securitydsteds; an

» the adoption of more restrictive locallyyposed noise regulations or curfe

In general, any changes in airport operations chalc a material adverse effect on our businessitseof operations and financial condition.
We rely on third-party service providers to perform functions integral to our operations.

We have entered into agreements with third-pantyise providers to furnish certain facilities arehgces required for our operations, including griandling,
catering, passenger handling, engineering, maintenaefueling, reservations and airport facilitesswell as administrative and support servicesavedikely to enter
into similar service agreements in new markets a@de to enter, and there can be no assurance¢hatll be able to obtain the necessary servicegegptable rates.

Although we seek to monitor the performance ofdtlmarties that provide us with our reservationeystground handling, catering, passenger handdingineering,
maintenance services, refueling and airport faesdjtthe efficiency, timeliness and quality of aawt performance by third-party service providessaften beyond our
control, and any failure by our service providerpérform their contracts may have an adverse itaour business and operations. For exampleQ@82our call center
provider went bankrupt. Though we were able to kjyiswitch to an alternative vendor, we experienaesignificant business disruption during the titéors period and a
similar disruption could occur in the future if whanged call center providers or if an existingvfter ceased to be able to serve us. We expee tiependent on such
third-party arrangements for the foreseeable future

We rely on third-party distribution channels to distribute a portion of our airline tickets .

We rely on third-party distribution channels, irditng those provided by or through global distribatsystems, or GDSs, conventional travel agentalide travel
agents, or OTAs, to distribute a portion of ouliadr tickets, and we expect in the future to reiytbhese channels to an increasing extent to caleditlary revenues. The
distribution channels are more expensive and aeptehave less functionality in respect of angill@venues than those we operate ourselves, sumir &sll centers and
our website. Certain of these distribution chanaéde effectively restrict the manner in which wstidbute our products generally. To remain contpetj we will need to
successfully manage our distribution costs andsigind improve the functionality of third-partysttibution channels, while maintaining an industompetitive cost
structure. Negotiations with key GDSs and OTAsglesil to manage our costs, increase our distribfigaibility, and improve functionality could be stentious, could
result in diminished or less favorable distribut@frour tickets, and may not provide the functidiyale require to maximize ancillary revenues. Angbility to manage
our third-party distribution costs, rights and ftionality at a competitive level or any materiainitiishment in the distribution of our tickets cobldve a material adverse
effect on our competitive position and our resaftsperations. Moreover, our ability to competehia markets we
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serve may be threatened by changes in technologther factors that may make our existing thirdipaales channels impractical, uncompetitive, cobéte.
We rely on a single service provider to manage oduel supply.

As of December 31, 2012, we had a single fuelisersontract with World Fuel Services Corporationrtanage the sourcing and contracting of our fupbly with
our third-party vendors. A failure by this providerfulfill its obligations could have a materiah\aerse effect on our business, results of operatom financial condition.

Our reputation and business could be adversely afééed in the event of an emergency, accident or sitar incident involving our aircraft.

We are exposed to potential significant losselénevent that any of our aircraft is subject te@arergency, accident, terrorist incident or othenilsir incident, and
significant costs related to passenger claims,irepareplacement of a damaged aircraft and itgpterary or permanent loss from service. There eandiassurance that
we will not be affected by such events or thatatr®unt of our insurance coverage will be adequmted event such circumstances arise and any sect eould cause a
substantial increase in our insurance premiumsiseleee “—Increases in insurance costs or signifieguctions in coverage could have a materia¢esdveffect on our
business, financial condition and results of openat” In addition, any future aircraft emergenaygcident or similar incident, even if fully covered insurance or even if
it does not involve our airline, may create a pupkrception that our airline or the equipment lyesfless safe or reliable than other transpateélternatives, which
could have an adverse impact on our reputatiorcanttl have a material adverse effect on our busjmesults of operations and financial condition.

Negative publicity regarding our customer service auld have a material adverse effect on our business

In the past we have experienced a relatively highlver of customer complaints related to, amongrdttiegs, our customer service, and reservatiodstiaketing
systems. In particular, we generally experienceghdr volume of complaints when we make changesitainbundling policies, such as charging for bagg#n addition,
in 2009, we entered into a consent order with tRE Bor our procedures for bumping passengers freersold flights and our handling of lost or damagedgage. Und
the consent order, we were assessed a civil peofa#$75,000, of which we were required to pay $206 based on an agreement with the DOT and ounandng simila
violations in the year after the date of the cohseder. Our reputation and business could be nadfeadversely affected if we fail to meet custasiexpectations with
respect to customer service or if we are percelyedur customers to provide poor customer service.

We depend on a limited number of suppliers for oumircraft and engines.

One of the elements of our business strategysavte costs by operating a single-family aircrafefl- currently Airbus A320-family, singkisle aircraft, powered |
engines manufactured by IAE. If Airbus or IAE (aryaother engine manufacturer for future delivertesyomes unable to perform its contractual obligestj or if we are
unable to acquire or lease aircraft or engines fotimer owners, operators or lessors on acceptabtest we would have to find other suppliers foinailar type of aircraft
or engine. If we have to lease or purchase airémarit another supplier, we would lose the significhenefits we derive from our current single fleetnposition. We may
also incur substantial transition costs, includingts associated with retraining our employeedacem our manuals and adapting our facilities araintenance progranm
Our operations could also be harmed by the faiduri@ability of aircraft, engine and parts suppiéo provide sufficient spare parts or related supgervices on a timely
basis. Our business would be significantly harnfieddesign defect or mechanical problem with antheftypes of aircraft or components that we openadre discovered
that would ground any of our aircraft while the esfor problem was corrected, assuming it coulddveected at all. The use of our aircraft couldsbspended or
restricted by regulatory authorities in the everary actual or perceived mechanical or designlprob. Our business would also be significantly teatrif the public
began to avoid flying with us due to an adversegmtion of the types of aircraft that we operaggrshing from safety concerns or other problems, drateal or
perceived, or in the event of an accident involuimgse types of aircraft or components. Carrieas tfperate a more diversified fleet are bettertosd than we are to
manage such events.

Reduction in demand for air transportation, or govenmental reduction or limitation of operating capadty, in the South Florida, Caribbean, Latin American or
Northeast U.S. markets could harm our business, refts of operations and financial condition.

A significant portion of our operations are conautto and from the South Florida, Caribbean, LAtimerican or Northeast U.S. markets. Our businessjlts of
operations and financial condition could be harnfieee lost our authority to fly to these marketg,dny circumstances causing a reduction in demandif
transportation, or by governmental reduction oithtion of operating capacity, in these marketshsas adverse changes in local economic or pdltmaditions, negativ
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public perception of these destinations, unfavarai#ather conditions, or terrorist related actgtiFurthermore, our business could be harmedisfjctions that
currently limit competition allow additional airkes to compete on routes we serve. Many of the desnte serve are experiencing either economicdbovms or
recessions, which may translate into a weakenirdeofand and could harm our business, results gatipes and financial condition.

Increases in insurance costs or significant reduaihs in coverage could have a material adverse effem our business, financial condition and resultef
operations.

We carry insurance for public liability, passenti@bility, property damage and all-risk coverage damage to our aircraft. As a result of the Sepemil, 2001
terrorist attacks, aviation insurers significargluced the amount of insurance coverage avaitaldemmercial air carriers for liability to persoother than employees or
passengers for claims resulting from acts of tenorwar or similar events (war risk insurance)céwlingly, our insurance costs increased signifigaand our ability to
continue to obtain certain types of insurance resancertain. While the price of commercial inseshas declined since the period immediately #fieterrorist attack:
in the event commercial insurance carriers furtbduce the amount of insurance coverage availahls,tor significantly increase its cost, we wooddadversely affecte
We currently maintain commercial airline insuramgth several underwriters. However, there can bassurance that the amount of such coverage wib@ehanged, or
that we will not bear substantial losses from aeeid. We could incur substantial claims resultiogrf an accident in excess of related insurancerageethat could have
material adverse effect on our results of operatamd financial condition.

We have obtained thirgarty war risk insurance, which insures againstesasks of terrorism, through a special program iaistered by the FAA, resulting in low
premiums than if we had obtained this insuranadbéncommercial insurance market. If the speciatj@m administered by the FAA is not continued fdhé government
discontinues this coverage for any reason, obtgioomparable coverage from commercial underwritetdd result in substantially higher premiums arat@restrictive
terms, if it is available at all. Our businessutesof operations and financial condition couldrbaterially adversely affected if we are unablelitain adequate war risk
insurance. The FAA war risk hull and liability insice policy is effective from October 1, 2012 tigh September 30, 2013 .

Failure to comply with applicable environmental regilations could have a material adverse effect on obusiness, results of operations and financial cdfition.

We are subject to increasingly stringent fedetates local and foreign laws, regulations and aadaoes relating to the protection of the environmierctuding those
relating to emissions to the air, discharges téaserand subsurface waters, safe drinking water fteenmanagement of hazardous substances, oils@std materials.
Compliance with all environmental laws and regualasi can require significant expenditures and atyréuregulatory developments in the United Statesabroad could
adversely affect operations and increase operatists in the airline industry. For example, climeltange legislation was previously introduced im@ess and such
legislation could be re-introduced in the future@yngress and state legislatures, and could coptainsions affecting the aviation industry, corapite with which could
result in the creation of substantial additionatedo us. Similarly, the Environmental Protectikigency issued a rule that regulates larger emittegseenhouse gases.
Future operations and financial results may varg essult of such regulations. Compliance with ¢hegulations and new or existing regulations thay be applicable to
us in the future could increase our cost base aoltihiave a material adverse effect on our busjmesalts of operations and financial condition.

Governmental authorities in several U.S. and fareigies are also considering or have already implgted aircraft noise reduction programs, includivey
imposition of nighttime curfews and limitations daytime take-offs and landings. We have been alkdetommodate local noise restrictions imposedite, dut our
operations could be adversely affected if locathyposed regulations become more restrictive or vpickesl.

If we are unable to attract and retain qualified pesonnel or fail to maintain our company culture, ou business, results of operations and financial calition could
be harmed.

Our business is labor intensive. We require langaltvers of pilots, flight attendants, maintenanchécians and other personnel. The airline indus&ry from time
to time experienced a shortage of qualified pershiparticularly with respect to pilots and mairgeoe technicians. In addition, as is common witlstna® our
competitors, we have faced considerable turnoveuofemployees. We may be required to increase svaige/or benefits in order to attract and retamlijed personnel.
If we are unable to hire, train and retain quatifeamployees, our business could be harmed and wéenanable to implement our growth plans.

In addition, as we hire more people and grow, wiebe it may be increasingly challenging to conérto hire people who will maintain our company erét Our
company culture, which we believe is one of our petitive strengths, is important to providing highality customer service and having a productieepantable
workforce that helps keep our costs
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low. As we continue to grow, we may be unable enidy, hire or retain enough people who meet theva criteria, including those in management oeoktey positions.
Our company culture could otherwise be adversdictefd by our growing operations and geographiersity. If we fail to maintain the strength of aompany culture,
our competitive ability and our business, resultsgerations and financial condition could be hadme

Our business, results of operations and financialandition could be materially adversely affected ifve lose the services of our key personnel.

Our success depends to a significant extent upmeftbrts and abilities of our senior managemeatitend key financial and operating personnel. hiqudar, we
depend on the services of our senior management teeluding Ben Baldanza, our President and Chiefcutive Officer. Competition for highly qualifiggersonnel is
intense, and the loss of any executive officerigananager or other key employee without adequegtacement or the inability to attract new quatifpersonnel could
have a material adverse effect on our businessitsesf operations and financial condition. We @b maintain key-man life insurance on our managéertesm.

Ownership by our principal stockholders could advesely affect our other stockholders.

As of February 11, 2013, entities affiliated witldigo Partners, or Indigo, a private equity firmpbficially owned approximately 16.6% of our outstimg common
stock. As a result of its ownership positions, ¢ridis able to exert a significant degree of infleeenr actual control over our management and aféaid over matters
requiring stockholder approval, including the noation and election of directors, a merger, consgilish or sale of all or substantially all of ousets and other significe
business or corporate transactions. Indigo's owifeisterest may limit the ability of other stocktiers to influence corporate matters and, as dtregei may take actions
that our other stockholders do not view as beradfi€ior example, this substantial ownership stakédchave the effect of delaying or preventing ange in control or
otherwise discouraging a potential acquirer frotarapting to obtain control of us, which in turn boause the market price of our common stock @i or prevent
our stockholders from realizing a premium overrsaket price for their common stock.

The requirements of being a public company may stiia our resources, divert management’s attention anéffect our ability to attract and retain qualified board
members.

As a public company, we incur significant legalc@enting and other expenses that we did not ins@r private company, including costs associatel public
company reporting requirements. We also have ieduand will incur costs associated with the Sarbardey Act of 2002, as amended, the Dodd-Frank Btatet
Reform and Consumer Protection Act and relatedsriniplemented or to be implemented by the SEC aadNASDAQ Stock Market. The expenses incurred bylipu
companies generally for reporting and corporateegmance purposes have been increasing. We expset thles and regulations to increase our legafinadcial
compliance costs and to make some activities more-tonsuming and costly, although we are curranmtigble to estimate these costs with any degreertdinty. These
laws and regulations could also make it more diffior costly for us to obtain certain types ofuirance, including director and officer liabilitysarance, and we may be
forced to accept reduced policy limits and coveragiacur substantially higher costs to obtainshene or similar coverage. These laws and reguationld also make it
more difficult for us to attract and retain quadipersons to serve on our board of directorsboard committees or as our executive officers aay divert
managemeng attention. Furthermore, if we are unable to atiar obligations as a public company, we couldbbject to delisting of our common stock, finemaions
and other regulatory action and potentially ciiightion.

We are required to assess our internal control ovefinancial reporting on an annual basis, and any fture adverse findings from such assessment coulds@t in a
loss of investor confidence in our financial repod, significant expenses to remediate any internabotrol deficiencies and ultimately have an adverseffect on the
market price of our common stock.

Pursuant to Section 404 of the Sarbanes-Oxley A2002, as amended, our management is requiregpttron, and our independent registered publiowatting
firm to attest to, the effectiveness of our intéantrol over financial reporting. The rules gavieg the standards that must be met for managetoessess our internal
control over financial reporting are complex anguiee significant documentation, testing and pdesibmediation. Annually, we perform activities tiveclude reviewing
documenting, and testing our internal control direancial reporting. During the performance of thestivities, we may encounter problems or delaysmpleting the
implementation of any changes necessary to makeadble assessment of our internal control ovemitial reporting. In connection with the attestatprocess by our
independent registered public accounting firm, va mncounter problems or delays in completing tif@eémentation of any requested improvements arelvieg a
favorable attestation. In addition, if we fail tamtain the adequacy of our internal control oveaificial reporting we will not be able to conclumean ongoing basis that
we have effective internal control over financigborting in accordance with Section 404. If we faibchieve and maintain an effective internal cargnvironment, we
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could suffer material misstatements in our finahsiatements and fail to meet our reporting obidaret, which would likely cause investors to loseftdence in our
reported financial information. This could harm ayperating results and lead to a decline in oukspoice. Additionally, ineffective internal controver financial
reporting could expose us to increased risk ofdraumisuse of corporate assets and subject ustémtial delisting from the NASDAQ Global Select iet, regulatory
investigations, civil or criminal sanctions andsdaction litigation.

The market price of our common stock may be volatéd, which could cause the value of an investment aur stock to decline.
The market price of our common stock may fluctisatiestantially due to a variety of factors, manybifch are beyond our control, including:

e announcements concerning our competitors, thenaiitidustry or the economy in gene

e strategic actions by us or our competitors, sucicasiisitions or restructuring

* media reports and publications about the safebuofaircraft or the aircraft type we oper.
* new regulatory pronouncements and changes in regylguidelines

e changes in the price of aircraft fu

e announcements concerning the availability of thpetgf aircraft we us

e general and industrgpecific economic conditior

» changes in financial estimates or recommendstigyrsecurities analysts or failure to meet anglysrformance expectatiol
» sales of our common stock or other actions by itoreswvith significant shareholding

e trading strategies related to changes in fuel lgpriges; an

« general market, political and economic conditi

The stock markets in general have experienced atietvolatility that has often been unrelatedh® operating performance of particular compariiégse types of
broad market fluctuations may adversely affecttthding price of our common stock.

In the past, stockholders have sometimes institsgéedrities class action litigation against comeariollowing periods of volatility in the marketipe of their
securities. Any similar litigation against us coudsult in substantial costs, divert managemett&ntion and resources, and harm our businessoltseof operations.

If securities or industry analysts do not publish esearch or reports about our business, or publishegative reports about our business, our stock pricend trading
volume could decline.

The trading market for our common stock depengsit on the research and reports that securitiesdastry analysts publish about us or our businésse or
more of the analysts who cover us downgrade oeksiopublish inaccurate or unfavorable resear@utbur business, our stock price would likely dezl If one or
more of these analysts cease coverage of our congodail to publish reports on us regularly, demidor our stock could decrease, which might causestock price and
trading volume to decline.

Our anti-takeover provisions may delay or prevent achange of control, which could adversely affect #hprice of our common stock.

Our amended and restated certificate of incorpmmedind amended and restated bylaws contain progisimt may make it difficult to remove our boafdlivectors
and management and may discourage or delay “chafrggmntrol” transactions, which could adverselyeaffthe price of our common stock. These provisinoside,
among others:

« our board of directors is divided into threessles, with each class serving for a staggered-yleaeterm, which prevents stockholders from efecéin entirely
new board of directors at an annual meeting;

* actions to be taken by our stockholders may onlgfiected at an annual or special meeting of arkdtolders and not by written cons:
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« special meetings of our stockholders can be calfdyl by the Chairman of the Board or by our corpesecretary at the direction of our board of does

e advance notice procedures that stockholders cmmsply with in order to nominate candidates to loosrd of directors and propose matters to be trioefore
an annual meeting of our stockholders may discaucagleter a potential acquirer from conductingleckation of proxies to elect the acquirer’s oslate of
directors or otherwise attempting to obtain contfobur company; and

» our board of directors may, without stockholdpproval, issue series of preferred stock, or sightacquire preferred stock, that could diluteititerest of, or
impair the voting power of, holders of our comméwck or could also be used as a method of discingadelaying or preventing a change of control.

The value of our common stock may be adversely affeed by additional issuances of common stock or pferred stock by us or sales by our principal stockblders.

Any future issuances or sales of our common stgckshwill be dilutive to our existing common stockdhers. Indigo (and its affiliates) hold approximlgt12.1
million shares of our common stock or 16.6% of cammon stock outstanding as of February 11, 20i8 aae entitled to rights with respect to registrabf such shares
under the Securities Act. Sales of substantial artsoof our common stock in the public or privaterkes a perception in the market that such saletdanccur, or the
issuance of securities exercisable or convertiftie @ur common stock, could adversely affect trevailing price of our common stock.

Our corporate charter and bylaws include provisionslimiting voting by non-U.S. citizens and specifyig an exclusive forum for stockholder disputes.

To comply with restrictions imposed by federal lawforeign ownership of U.S. airlines, our amended restated certificate of incorporation and aredrahd
restated bylaws restrict voting of shares of oumemn stock by non-U.S. citizens. The restrictionpased by federal law currently require that noertban 25% of our
stock be voted, directly or indirectly, by persoviso are not U.S. citizens, and that our presidedtat least two-thirds of the members of our badrdirectors and senior
management be U.S. citizens. Our amended andadsiglaws provide that the failure of non-U.S zgtis to register their shares on a separate stookd, which we
refer to as the “foreign stock record,” would reésuala suspension of their voting rights in therevbat the aggregate foreign ownership of thetanting common stock
exceeds the foreign ownership restrictions impdsefitderal law.

Our amended and restated bylaws further providenihnghares of our common stock will be registenedhe foreign stock record if the amount so regéest would
exceed the foreign ownership restrictions imposeteteral law. If it is determined that the amortedistered in the foreign stock record exceed$diesgn ownership
restrictions imposed by federal law, shares wiltémoved from the foreign stock record in revets®aological order based on the date of registnatierein, until the
number of shares registered therein does not exbeddreign ownership restrictions imposed by fatkaw. We are currently in compliance with theseership
restrictions.

As of February 11, 2013, based on our foreign stegistry, non-U.S. citizens own, in the aggrega#e8 million shares of common stock (approximagdy4% of
our common stock outstanding). As of February DL there are no shares of non-voting common stattanding. When shares of non-voting commorksaoe
outstanding, the holders of such stock may corstesh shares, on a share-for-share basis, in tlee m@fiected on our foreign stock record as shafesmmon stock are
sold or otherwise transferred by non-U.S. citizend.S. citizens

Our amended and restated certificate of incorpmmaiso specifies that the Court of Chancery ofStae of Delaware shall be the exclusive forunstdrstantially
all disputes between us and our stockholders.

We do not intend to pay cash dividends for the forgeeable future.

We have never declared or paid cash dividends ooa@umon stock. We currently intend to retain auufe earnings, if any, to finance the further depment and
expansion of our business and do not intend tocpal dividends in the foreseeable future. Any fitlgtermination to pay dividends will be at thectision of our board
of directors and will depend on our financial cdiati, results of operations, capital requiremergstrictions contained in current or future finargcinstruments, business
prospects and such other factors as our boardedtdrs deems relevant.
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ITEM 1B. UNRESOLVED STAFF COMMENTS
None.
ITEM 2. PROPERTIES
Aircraft
The Company operated a total of 45 aircraft, alvbfch are under operating leases, as of Decemhe2(2 .

The following table details information on the 4Eceaft in the Company’s fleet as of December 3112

Aircraft Type Seats Average Age (years) Number of Aircraft
A319 145 6.3 27
A320 178 1.4 16
A321 218 7.4 2
4.6 45

As of December 31, 2012, firm aircraft orders wAihbus and a third party consisted of 106 A320ifgraircraft ( two used A319 aircraft, 54 of theiging A320
aircraft model, and 50 A320 NEOs). Aircraft areesghled for delivery from 2013 through 2021 , assiltated in the table below.

Number of Aircraft at Year-End *

Aircraft Type 2013 2014 2015 2016 2017 2018 2019 2020 2021
A319 29 29 29 26 17 8 2 — —
A320 23 30 40 50 63 68 68 68 68

A320 NEO — — — — — 6 19 32 45
A321 2 2 2 2 — — — — —
Total Aircraft 54 61 71 78 80 82 89 100 113

* Table reflects deliveries net of contractual easturns. Table excludes five A320 NEO aircraftvitnich the Company has signed a Letter of Inteitt Imternational Lease Finance Corporation (ILA@wever
delivery dates are contingent upon the engine $gbection which has not yet been determined. Adteat count may differ depending on future fleetidions, including actual lease retirements.

We also have a contractual purchase commitmenhfee spare V2500 IAE International Aero Engines é@ines scheduled for delivery from 2013 through32.
Ground Facilities

We lease all of our facilities at each of the aitpave serve. Our leases for terminal passengeicsefacilities, which include ticket counter anatg space,
operations support areas and baggage servicegffjeaerally have a term ranging from month-to-madat20 years, and contain provisions for peri@listments of
lease rates. We also are responsible for maintenamurance and other facility-related expensessanvices. We also have entered into use agresraentany of the
airports we serve that provide for the non-exclesise of runways, taxiways and other facilitiesidiag fees under these agreements are based oaortiteer of landings
and weight of the aircraft.

As of December 31, 2012, Ft. Lauderdale/Hollywooiginational Airport (FLL) remained our single lasg airport served, with over 20% of our capacfigrating
to or from FLL during 2012. We operate primarilyt@di the international terminal, Terminal 4, withoasional use of a gate in Terminal 3. We curremsly up to ten gat
at Terminal 4. We have preferential access to seféme Terminal 4 gates, common use access tethaining three Terminal 4 gates, and common usesado
Terminal 3 gates. FLL is planning a Terminal 4 acmrse replacement and expansion project, whichdvexghand the number of gates at Terminal 4 to tHeairports
through which we conduct significant operationdude McCarran International Airport (LAS), Chica@dHare International Airport (ORD), Dallas-Fort Wor
International Airport (DFW), Detroit Metropolitan &yne County Airport (DTW), Atlantic City Internatial Airport (ACY), and LaGuardia Airport (LGA).
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Our largest maintenance facility is currently l@chin a leased facility at FLL under a lease tlxaires in January 2015. We also conduct additiomghtenance
operations in leased facilities in Detroit, Michigatlantic City, New Jersey; Dallas, Texas; and Megas, Nevada.

Our principal executive offices and headquarteed@eated in a leased facility at 2800 Executivey\Wiramar, Florida 33025, consisting of approxieiat56,000
square feet. The lease for this facility expiredanuary 2015. We also have a training centerdodata leased facility at 1100 Lee Wagener Boutkveort Lauderdale,
Florida 33315, consisting of approximately 10,060ase feet, under a lease that expires in Jandry.2

ITEM 3. LEGAL PROCEEDINGS

We are subject to commercial litigation claims &maddministrative and regulatory proceedings anéres that may be asserted or maintained from tortéme.
We believe the ultimate outcome of pending lawspitsceedings and reviews will not, individuallyiorthe aggregate, have a material adverse effeotiofinancial
position, liquidity, or results of operations.

ITEM 4. MINE SAFETY DISCLOSURES

Not applicable.
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PART II

ITEM 5. MARKET FOR REGISTRANT'S COMMON EQUITY, R ELATED STOCKHOLDER MATTERS, AND ISSUER PURCHASES OF EQUITY
SECURITIES

Market Price of our common stock

Our common stock has been listed and traded oNA®DAQ Global Select Market under the symbol SA\itice May 26, 2011 when our IPO priced at $12.00 per
share. Prior to that time, there was no public reftr our common stock. The following table shofes,the periods indicated, the high and low perstsales prices for
our common stock on the NASDAQ Global Select Market

High Low

Fiscal year ending December 31, 2011

Second Quarter (from May 26, 2011) $ 123 $ 1111

Third Quarter 14.4: 10.1¢

Fourth Quarter 17.4¢ 11.4¢
Fiscal year ending December 31, 2012

First Quarter $ 207 $ 13.9(C

Second Quarter 24.7¢ 17.41

Third Quarter 23.1: 15.8¢

Fourth Quarter 18.0(C 15.6¢

As of February 11, 2013, there were approximat8iya@ders of record of our common stock. Becauseynoé our shares are held by brokers and otheitutisihns
on behalf of stockholders, we are unable to estérttee total number of stockholders representeithéye record holders.

The information under the caption “Equity CompeiwsaPlan Information” in our 2013 Proxy Statemeninicorporated herein by reference.
Dividend Policy

We have never declared or paid, and do not anteigeclaring or paying, any cash dividends on ounroon stock. Any future determination as to thdatetion
and payment of dividends, if any, will be at theatetion of our board of directors and will depemdthen existing conditions, including our finad@andition, operating
results, contractual restrictions, capital requieets, business prospects and other factors oud lodalirectors may deem relevant.
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Our Repurchases of Equity Securities

The following table reflects our repurchases of @mmon stock during the fourth quarter of 2012.stdck repurchases during this period were maaia fr
employees who received restricted stock grantsstaltk repurchases were made at the election bf@aployee pursuant to an offer to repurchase binueach case, the
shares repurchased constituted the portion of desttares necessary to satisfy minimum withholdingréquirements.

ISSUER PURCHASES OF EQUITY SECURITIES

Total Number of
Shares Purchased as  Approximate Dollar

Total Number Part of Publicly Value of Shares that May

of Shares Average Price  Announced Plans or  Yet be Purchased Under
Period Purchased Paid per Share Programs Plans or Programs.
October 1-31, 2012 — N/A — —
November 1-30, 2012 — N/A — —
December 1-31, 2012 5107 $ 16.7¢ — —
Total 5107 $ 16.7¢ — —

During the first three quarters of 2012, we repasgd and retired 46,718 shares for a total of ®@l@n. All stock repurchases were made at thet@e of each
employee pursuant to an offer to repurchase binusach case, the shares repurchased constitqubttion of vested shares necessary to satisfyhaidling tax
requirements. We did not make any open market stmlrchases during the fourth quarter of 2012.
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Stock Performance Graph

The following graph compares the cumulative totatkholder return on our common stock with the clative total return on the NASDAQ Composite Indexia
the NYSE ARCA Airline Index for the period begingion May 26, 2011 (the date our common stock wastfiaded) and ending on the last day of 2012.gFaph
assumes an investment of $100 in our stock antiubiéndices, respectively, on May 26, 2011, andhferr assumes the reinvestment of all dividends.Mag 26, 2011

stock price used for our stock is the initial poldifering price. Stock price performance, presefioe the period from May 26, 2011 to DecemberZ1,2 , is not
necessarily indicative of future results.
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Spirit $ 100.0 $ 130.0C $ 147.7¢
NYSE ARCA Airline Index $ 100.0C $ 75.4¢ $ 103.9(
NASDAQ Composite Index $ 100.0¢ $ 94.2: $ 110.9:
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ITEM 6. SELECTED FINANCIAL DATA

You should read the following selected historigahfcial and operating data below in conjunctiothwManagement’s Discussion and Analysis of Finahci
Condition and Results of Operations” and the fim@nstatements, related notes and other finanefatination included in this annual report. The std financial data in
this section are not intended to replace the firustatements and are qualified in their entitgtythe financial statements and related notes deelun this annual report.

We derived the selected statements of operaticiasfdiathe years ended December 31, 2012 , 2012@10@ and the balance sheet data as of Decemb2032and
2011 from our audited financial statements incluietthis annual report. We derived the selectetéstants of operations data for the years endedrbleee31, 2009 and
2008 and the balance sheet data as of Decemb2638,, 2009 and 2010 from our audited financigesteents not included in this annual report. Outohisal results are
not necessarily indicative of the results to beeexgd in the future.

Year Ended December 31,
2012 2011 2010 (1) 2009 2008

(in thousands except share and per share data)

Operating revenues:

Passenger $ 782,79: $ 689,65( $ 537,96¢ $ 536,18: $ 657,44¢
Non-ticket 535,59¢ 381,53¢ 243,29¢ 163,85¢ 129,80¢
Total operating revenue 1,318,38i 1,071,181 781,26¢ 700,03 787,25
Operating expenses:
Aircraft fuel (2) 471,76¢ 388,04t 248,20t 181,10° 299,09
Salaries, wages and benefits 218,91¢ 181,74 156,44 135,42( 147,01
Aircraft rent 143,57. 116,48! 101,34! 89,97« 105,60!
Landing fees and other rents 68,36¢ 52,79¢ 48,11¢ 42,06 43,33:
Distribution 56,66¢ 51,34¢ 41,17¢ 34,067 37,81¢
Maintenance, materials and repairs 49,46( 34,017 27,03 27,53¢ 24,23}
Depreciation and amortization 15,25¢ 7,76C 5,62( 4,92¢ 4,23¢€
Other operating 127,88t 91,17: 83,74¢ 72,92: 85,60¢
Loss on disposal of assets 95€ 255 77 1,01C 4,127
Special charges (credits) (3) (8,450 3,182 621 (392 17,90
Total operating expenses 1,144,39; 926,80 712,39: 588,62 768,96
Operating income 173,99( 144,38: 68,87¢ 111,40¢ 18,29:
Other expense (income):
Interest expense (4) 1,35( 24,78: 50,31¢ 46,89: 40,24¢
Capitalized interest (5) (1,350 (2,890 (1,49) (951) (16€)
Interest income (925) (575 (329 (34%) (1,97¢)
Gain on extinguishment of debt (6) — — — (19,717) (53,679
Other expense 331 23t 194 29¢ 214
Total other expense (income) (594) 21,55! 48,68¢ 26,18: (15,35¢)
Income before income taxes 174,58¢ 122,83: 20,18t 85,22¢ 33,64
Provision (benefit) for income taxes (7) 66,12« 46,38¢ (52,29¢) 1,53: 38¢
Net income $ 108,46( $ 76,44¢ $ 72,48! $ 83,69¢ $ 33,25¢

Earnings Per Share:

Basic $ 1.5C $ 1.44 $ 2.71 $ 3.2¢8 $ 1.2¢

Diluted $ 14 $ 14 $ 27 $ 31 $ 1.2¢

Weighted average shares outstanding:

Basic 72,385,57. 53,240,89 26,183,77 25,910,76 25,780,07!

Diluted 72,590,57. 53,515,34 26,689,85 26,315,12 25,879,86
(1) We estimate that the 2010 pilot strike had a ngatiee impact on our operating income for 2010pgraximately $24 million consisting of an estima®&28 million in lost revenues and approximatel'

million of incremental costs resulting from theller offset in part by a reduction of variable empes during the strike of approximately $8 millfonflights not flown. Additionally, under the tesof
the pilot contract, we also paid $2.3 million ium-to-work payments during the second quarteickvare not included in the strike impact costscdbed above.
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2) Aircraft fuel expense is the sum of (i) “inpéane fuel cost,” which includes the cost of jetlfand certain other charges such as fuel taxegigr(d) settlement gains and losses and (iiijjyealized mark-
to-market gains and losses associated with fueddedntracts. The following table summarizes thepanents of aircraft fuel expense for the periogsented:

Year Ended December 31,

2012 2011 2010 2009 2008 (*)
(in thousands)
Into-plane fuel cost $ 47154 $ 392,27¢  $ 251,75 $ 181,80t $ 359,09
Realized losses (gains) 178 (7,436) (1,489 75C (69,87¢)
Unrealized losses (gains) 46 3,20¢ (2,065 (1,449 9,87:
Aircraft fuel expense $ 471,760 $ 388,04t $ 248,20t  $ 181,100 $ 299,09
*) In July 2008, we monetized all of our fuel lyedcontracts, which included hedges that had sébedettlement dates during the remainder of 20@8a2009. We recognized a gain of
$37.8 million representing cash received upon mipatdn of these contracts, of which a gain of &lImillion related to 2009 fuel hedge positions besie contracts.
3) Special charges (credits) include: (i) for 8&hd 2009, amounts relating to the early termimaith mid-2008 of leases for seven Airbus A319raiftc a related reduction in workforce and the éetlity

costs associated with returning planes to lesso2908; (ii) for 2009 and 2010, amounts relatingh® sale of previously expensed MD-80 parts; f@if)2010 and 2011 amounts relating to exit fagilit
costs associated with moving our Detroit, Michigaaintenance operations to Fort Lauderdale, Flofigiatermination costs in connection with the 1@ring the three months ended June 30, 2011
comprised of amounts paid to Indigo Partners, La@tminate its professional services agreemettt wgtand fees paid to three individual, unaffiliat®lders of our subordinated notes; and (v) fdrl20
and 2012, a $9.1 million gain related to the s&li®or permanent air carrier slots at Ronald Readational Airport (DCA) offset by legal, accountingrinting, and filing fees connected with the 2012
secondary offerings. For more information, please‘¢1anagement’s Discussion and Analysis of Fir@rn€ondition and Results of Operations—Our Opegalirpenses—Special Charges (Credits).”

4) Substantially all of the interest expense rded in 2008, 2009, 2010 and 2011 relates to rastdgpreferred stock held by our principal stockeoddthat were repaid or redeemed, or exchangeshéoes
of common stock, in connection with the Recapitlan in 2011 that was effected in connection whih IPO. Interest expense in 2012 primarily relédeisterest on pre-delivery deposits.

(5) Interest attributable to funds used to finati@eacquisition of new aircraft, including PDP<sépitalized as an additional cost of the relateskh Interest is capitalized at the weighted aeenaplicit
lease rate of our aircraft.

(6) Gain on extinguishment of debt representséleegnition of contingencies provided for in ouf80ecapitalization agreements, which providedtiercancellation of shares of Class A preferredisto
and reduction of the liquidation preference of timaining Class A preferred stock and associatediad but unpaid dividends based on the outcontieeafontingencies.

@) Net income for 2010 includes a $52.3 milliaet tax benefit primarily due to the release of luagion allowance resulting in a deferred tax beraf$52.8 million in 2010. Absent the releasettue

valuation allowance and corresponding tax benetit,net income would have been $19.7 million fot@0

The following table presents balance sheet datthioperiods presented.

As of December 31,

2012 2011 2010 2009 2008
Balance Sheet Data: (in thousands)
Cash and cash equivalents $ 416,81 $ 34332t $ 82,71 $ 86,147 $ 16,22¢
Total assets 919,88 745,81 475,75 327,86t 240,00¢
Long-term debt, including current portion _ _ 260,82 242,23: 214,48(
Mandatorily redeemable preferred stock _ _ 79,71° 75,11( 89,68t
Stockholders' equity (deficit) 582,53! 466,70¢ (105,07) (178,12) (261,891
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OPERATING STATISTICS

Year Ended December 31,

2012 2011 2010 2009 2008

Operating Statistics (unaudited) (A)

Average aircraft 412 34.€ 30.E 28.C 32.€
Aircraft at end of period 45 37 32 28 28
Airports served in the period 52 48 39 43 45
Average daily Aircraft utilization (hours) 12.€ 12.7 12.€ 13.C 12.€
Average stage length (miles) 90¢ 921 941 931 92t
Block hours 192,40: 161,89¢ 141,86: 133,22 150,82
Passenger flight segments (thousands) 10,42: 8,51¢ 6,95- 6,32¢ 6,97¢
Revenue passenger miles (RPMs) (thousands) 9,663,72 8,006,74i 6,664,39! 6,039,06. 6,599,80'
Available seat miles (ASMs) (thousands) 11,344,73 9,352,55! 8,119,92: 7,485,14 8,262,23
Load factor (%) 85.2 85.€ 82.1 80.7 79.
Average ticket revenue per passenger flight segig$nt 75.11 80.97 77.3¢ 84.77 94.2¢
Average non-ticket revenue per passenger flighthseg ($) 51.3¢ 44.7¢ 35.0C 25.91 18.61
Total revenue per passenger segment ($) 126.5( 125.7¢ 112.3¢ 110.6¢ 112.8¢
Average yield (cents) 13.6¢ 13.3¢ 11.72 11.5¢ 11.9¢
RASM (cents) 11.6 11.4¢ 9.62 9.3¢ 9.57
CASM (cents) 10.0¢ 9.91 8.77 7.8€ 9.31
Adjusted CASM (cents) (B) 10.1¢ 9.84 8.7¢ 7.8¢ 8.97
Adjusted CASM ex fuel (cents) (B) 6.0C 5.7: 5.71 5.4¢ 5.47
Fuel gallons consumed (thousands) 142,99: 121,03( 106,62t 98,42: 109,56:
Average economic fuel cost per gallon ($) 3.3 3.1¢ 2.3t 1.8¢ 2.6¢

(A) See “Glossary of Airline Term&lsewhere in this annual report for definitiongeyms used in this tab
(B) Excludes special charges (credits) of $17 Mioni(0.22 cents per ASM) in 2008, $(0.4) millidless than (0.01) cents per ASM) in 2009, $0.6iaril(less than 0.01 cents per ASM) in 2010, $3.Hani

(0.03 cents per ASM) in 2011, and $(8.5) milliof®(07) cent s per ASM) in 2012. These amounts ackiged from all calculations of Adjusted CASM pited in this prospectus. Please see
“Management’s Discussion and Analysis of Finan€iahdition and Results of Operations—Our Operatirgebses—Special Charges (Credits).” Also excluaesalized mark-to-market, or MTM,
(gains) and losses of $9.9 million (0.12 centsA®M) in 2008, $(1.4) million ((0.02) cents per ASk)2009, $(2.1) million ((0.03) cents per ASM)2010, $3.2 million (0.03 cents per ASM) in 2011,
and $0.0 million ( less than (0.01) cents per A&M3012. Please see “Management’s Discussion aradlysis of Financial Condition and Results of Opierst—Critical Accounting Policies and
Estimates.”
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ITEM 7. MANAGEMENT'S DISCUSSION AND ANALYSIS OF FINANCIAL CONDITION AND RESULTS OF OPERATIONS

You should read the following discussion of ouafficial condition and results of operations in camjtion with the financial statements and the ntheseto
included elsewhere in this annual report.

2012 Year in Review

The year 2012 proved to be one of the most suadegsdrs on record for the Company. We reporteditptility for the sixth consecutive year, earn®g08.5
million ( $1.49 per share, diluted), compared tbineome of $76.4 million ( $1.43 per share, dit)tex 2011. Our continuous effort to preserve @wv tost structure and
to offer separately a range of optional servicksasd us to offer low base fares which drove stromgtomer demand during 2012. In addition, ouritghib adjust our
capacity and routes in response to changing madgetitions allowed us to increase our profitabiligar over year.

We achieved a 13.2% operating profit margin on $lllbn in operating revenues, despite an estithd&25 million in lost revenues caused by operationa
disruptions related to Hurricane Sandy. Our traffiew by 20.7% as we continued to stimulate denvdttdlow fares, evidenced by our ability to redure average ticket
revenue per passenger flight segment by $5.86266 7o $75.11 . In addition to the effect of therstaluring 2012, we also experienced increasesénggmrices as well
as additional maintenance costs as a result ofe@atrmaintenance program. Our fuel expense inae827 million , or 21.6% , to $471.8 million dugi 2012 as
compared to 2011 mainly as a result of our incredlgght volume of 19.9% coupled with increasesual cost per gallon of 3.8% year over year. Du29d 2, we
introduced and completed a new seat maintenangggmowhich added $6.8 million in one-time starte@sts to maintenance expenses.

Our operating cost structure has been a primagy @fréocus since 2007, when we decided to compétyson the basis of fare price and implementediuCC
business model. Spirit's unit operating costs ocomtito be among the lowest of any airline in theefinas. During 2012, we expanded our fleet of Asrbimgle-aisle
aircraft from 37 to 45 . Our high-density seatimgiguration allows us to be the "greenest" majdime in the United States, because we burn leskger passenger than
our competitors. We grew our capacity in 2012 byd2d , expanding into five new destinations - Phe#hésa, Arizona; Denver, Colorado; Houston, Texas;
Minneapolis/St. Paul, Minnesota; and Los Cabos,ibexn 2012, we announced the opening of crewraathtenance bases in Las Vegas, Nevada and insiFaid
Worth, Texas to help support the expansion of garation to destinations in the Western UnitedeStadnd drive overall lower operating costs.

Driving increased ancillary revenue also continteelse a primary focus. In 2012, we increased oeraye non-ticket revenue per passenger flight segbye
14.7% , or $6.60 , to $51.39 . Our total non-tigketenue increased by 40.4% , or $154.1 millian$535.6 million in 2012. In late 2011, we increhs@r domestic
passenger usage fee, while decreasing many obthesponding base fares, which drove much of tbeease in noticket revenue per passenger segment and the de
in ticket revenue per passenger segment in 201addition, we restructured our bag charges in fortedb encourage customers to pre-pay for bagthenvebsite rather
than at the airport or the gate. We also contirtoegtow non-ticket revenues by offering travel-tethoptions such as hotels and rental cars fortsedegh our website,
through our $9 Fare Club, and other options to od@ur customers' travel experience.

During 2012, our unit operating costs excludind ared special charges (credits) (Adjusted CASM wadicig fuel) increased by 4.9% to 6.00 cent s. Ticeciase
on a per-unit basis is primarily due to increasemaintenance costs, depreciation and amortizadioe certain costs within other operating experiBes.increase in
maintenance costs is due primarily to the one-8taet-up costs of our seat maintenance programirinease in depreciation and amortization is eeldb the increase in
scheduled heavy maintenance events on our airgvafuse the deferral method of accounting for saleetheavy maintenance checks, and therefore, thecevent is
performed, we capitalize the associated costs anudteze the expense over time until the earliethefend of the remaining lease term or until the seheduled heavy
maintenance event. Many of the markets we add2612, as well as the run-rate effect of those adueithg 2011, have higher average operating coltshyin addition
to contributing to increases in other rents andilag fees, drove increases in station-related d¢batsare accounted for under other operating esgeerin addition, prior to
our crew base openings in Las Vegas, Nevada ard€Ddkexas in 2012, our network scope changes droyer crew-related expenses as result of inccehastel
volumes at higher average rates. We also expeddnigber passenger re-accommodation expenses assbuwiith flight cancellations during 2012.

On December 2011, we signed a new agreement withuaifor the delivery of 75 Airbus A320 aircrafts Af December 31, 2012, our firm order with Airbus
(including under our old purchase agreement) athit@ party consisted of 106 A320 family aircratheduled for delivery through 2021. Our plan chdlsgrowing the
fleet by 21.5% in 2013.
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2011 IPO

On June 1, 2011, we completed our initial publieig of common stock, or IPO, which raised netgeeds of $150.0 million after repayment of dehyrpent of
transaction expenses and other fees. In connewttbrthe IPO, we effected a recapitalization, whiah refer to as the 2011 Recapitalization, thailted in the repayment
or conversion of all of our notes and shares dfgored stock into shares of common stock.

2010 Pilot Strike

On May 13, 2010, the NMB released us and the pilot®n from mandatory supervised mediation, whiommenced a 30-day “cooling off’ period as provided
the RLA. On June 12, 2010, following several negfain sessions with the pilotshion during the cooling off period that did nosudt in an agreement, our pilots decle
a strike, and we were forced to suspend all flapgerations. The parties reached a tentative agmgesneJune 16, 2010 under a Return to Work Agre¢naen a full flight
schedule was resumed on June 18, 2010. On JuB028, the pilots ratified a five-year collectiverp@ining agreement that became effective on Augu2010.

The results of operations for 2010 were materiatlyersely affected by the pilot strike. The pilotke resulted in reduced bookings in the periatilag up to the
strike as our customers became aware of the impgredid of the cooling off period, and lost revernwde flight operations were shut down and while kgcovered fror
the strike. We also experienced additional experedated to the strike, including costs to reaccamate passengers, offset by reduced variable eepesisch as reduced
fuel consumption and employee costs for flightsoprated. We estimate that the strike had a mggttive impact on our operating income for 2010pgdraximately $24
million, resulting from an estimated $28 millionlwst revenues and approximately $4 million of @roental costs, offset in part by a reduction ofalde expenses during
the strike of approximately $8 million for flightet flown. The strike resulted in a reduction opagximately 145.8 million ASMs from our scheduléyirig that was
suspended during the five-day strike period. Additlly, under the terms of the pilot contract, wsgaid $2.3 million in return-to-work paymentsidig the second
quarter of 2010, which are not included in thekstimpact costs described above.

The agreement with our pilots increased our pdbbl costs by approximately 11% in 2011 comparetedastimated cost of the previous collective aimigg
agreement and includes additional pay rate inceemsé modified work rules, which will increase fireductivity of our pilots. We believe the five-ygarm is valuable in
providing stability to our labor costs, and that tither terms will also provide us with competitpitot labor costs compared to other U.S.-baseddost carriers.

Our Operating Revenues
Our operating revenues are comprised of passeagenues and non-ticket revenues.
Passenger RevenueBassenger revenues consist of the base faresugtamers pay for air travel, which fares inclgd@ernment-imposed taxes and fees.

Non-ticket Revenuellon-ticket revenues are generated from air traglkelted charges for baggage, bookings through atnitalition channels, advance seat
selection, itinerary changes, hotel travel packaged loyalty programs such as our FREE SPIRIThifficredit card program and $9 Fare Club. Nonetalevenues also
include revenues derived from services not dire@lsted to providing transportation such as the shadvertising to third parties on our websitel @n board our aircra

Substantially all of our revenues are denominated.B. dollars. Passenger revenues are recognimadtbe related flight departs. Accordingly, théueaof tickets
sold in advance of travel is included under ourenirliabilities as “air traffic liability,” or ATL. until the related air travel is provided. Nonket revenues are generally
recognized at the time the ancillary products arelpased or ancillary services are provided. Noketirevenues also include revenues from our sighiser-based $9 Fa
Club, which we recognize on a straight-line basisrd2 months. Revenue is generated from the FRERIS credit card affinity program through the safdcREE
SPIRIT miles, card acquisitions, ongoing use ofRREE SPIRIT credit cards, milestone payments imegtion with the achievement of specific usagews®t volumes,
and renewals, which we currently recognize in agance with the criteria as set forth in Account8tgndards Update ASU No. 2009-13. Please see “ie&lrit
Accounting Policies and Estimates—Frequent FliegRam”.

We recognize revenues net of certain taxes andréippssenger fees, which are collected by us balbef airports and governmental agencies andttechio the
applicable governmental entity or airport on a @did basis. These taxes and fees include U.S.dettansportation taxes, federal security chargiegort passenger
facility charges, and foreign arrival and departiasees. These items are collected from custometegedime they purchase their tickets, but aremaduded in our

37




revenues. We record a liability upon collectiomfirthe customer and relieve the liability when pagtaare remitted to the applicable governmentaheger airport.
Our Operating Expenses
Our operating expenses consist of the following ltlems.

Aircraft Fuel. Aircraft fuel expense is our single largest opaggxpense. It includes the cost of jet fuel, ezldederal taxes, fueling into-plane fees and
transportation fees. It also includes realized ametalized gains and losses arising from any frieehedging activity.

Salaries, Wages and BenefiBalaries, wages and benefits expense includesithiees, hourly wages, bonuses and equity compensaaid to employees for their
services, as well as the related expenses assbuigteemployee benefit plans and employer payeoles.

Aircraft Rent. Aircraft rent expense consists of monthly leaseésréor aircraft and spare engines under the teffrttsearelated operating leases and is recognizeal on
straight-line basis. Aircraft rent expense alsdudes that portion of maintenance reserves, afeores to as supplemental rent, paid to aircrades in advance of the
performance of major maintenance activities thabisprobable of being reimbursed to us by thediesko the extent we had any return condition ailns which we
believe are probable, those would be consideretirgemt rent and would be included within aircraitt expense. Aircraft rent expense is net of theréization of gains
and losses on sale and leaseback transactions dightiequipment. Presently, all of our aircraftd spare engines are financed under operatingseas

Landing Fees and Other Rentsinding fees and other rents include both fixedzarihble facilities expenses, such as the feeggeldaby airports for the use or le
of airport facilities, overfly fees paid to othesuntries and the monthly rent paid for our headgusifacility.

Distribution. Distribution expense includes all of our directtsa® sell, including the cost of web support, third-party call center, travel agent commissiond a
related GDS fees, and credit card transaction esmciated with the sale of our tickets and gpheducts and services.

Maintenance, Materials and RepairMaintenance, materials and repairs expense inslaii@arts, materials, repairs and fees for regagrformed by third-party
vendors directly required to maintain our fleeextludes direct labor cost related to our own raeits, which is included under salaries, wagesbamefits. It also
excludes the amortization of heavy maintenanceresg® which we defer under the deferral methododanting and amortize on a straight-line or udzags until the
next estimated overhaul event.

Depreciation and Amortizatiofepreciation and amortization expense includeslépzeciation of fixed assets we own and leasemoiovements. It also includes
the amortization of heavy maintenance expensesefex dnder the deferral method of accounting f@aviyemaintenance events and recognize into expanaestraight-
line or usage basis until the next overhaul event.

Loss on Disposal of Assetkoss on disposal of assets includes the net lassése disposal of our fixed assets, includingésson sale and leaseback transactions.

Other Operating Expense©ther operating expenses include airport operateapgnse and fees charged by third-party vendomgrémnd handling services and
food and liquor supply service expenses, passerggrcommodation expense, the cost of passengdityiand aircraft hull insurance, all other inaace policies except
for employee health insurance, travel and trairirgenses for crews and ground personnel, profeddiees, personal property taxes and all other aidtnative and
operational overhead expenses. No individual itecfuded in this category represented more than H6tirototal operating expenses.

Special Charges (Credits}pecial charges (credits) include termination ¢aststructuring costs, secondary offering costd,the gain on the sale of take-off and
landing slots.

In June 2012, we transferred four permanent aiferaslots at Ronald Reagan National Airport (‘“DGAGS another airline for $9.1 million . Due to FAAgulations,
the gain of $9.1 million was fully deferred at tirae of the sale. The Company recognized the $3liomgain within special charges (credits) in the thjdirter of 2012
the period in which the FAA operating restrictiap$ed and written confirmation of the slot transfas received by the buyer from the FAA.

On July 31, 2012, certain stockholders affiliatadthvDaktree Capital Management ("Oaktree") soldggregate of 9,394,927 shares of common stock in an
underwritten public offering. The Company incurgetbtal of $0.7 million in costs
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during the year ended December 31, 2012 relatéugmffering. Upon completion of this secondarfeahg, investment funds affiliated with Oaktreer®d no shares of
our common stock.

Previously, on January 25, 2012, certain stockhieldéthe Company, including affiliates of Oaktee® Indigo Partners, LLC ("Indigo") and certain niems of the
Company's executive team, sold an aggregate 05260 shares of common stock in an underwrittdnipoffering. The Company incurred a total of $in8lion in
costs between 2011 and 2012 related to this secpoéfaring, offset by reimbursements from certs@iling shareholders of $0.6 million in accordantth the Fourth
Amendment to the Second Amended and Restated tmieigthts Agreement.

The Company did not receive any proceeds from eghthese secondary offerings.

In the second quarter of 2011, we incurred $2.8anibf termination costs in connection with thédllBomprised of amounts paid to Indigo to termiriate
professional services agreement with us and fedsipghree individual, unaffiliated holders of aubordinated notes.

Our Other Expense (Income)

Interest Expensélaid-in-kind interest on notes due to related pardind preferred stock dividends due to relatetiegaaccount, on average, for over 80% of interest
expense incurred for the years 2011 and 2010 .relaed party interest expense accounted for tinaireler of interest expense in these periods. Ath@® notes and
preferred stock were repaid or redeemed, or exathfgg common stock, in connection with the 201 tdpitalization. Interest expense in 2@&Enarily relates to intere
on pre-delivery deposits.

Capitalized InterestCapitalized interest represents interest costianite purchase deposits for future aircraft andgpertunity cost (interest) incurred during the
acquisition period of an aircraft that theoretigalbuld have been avoided had we not made PDRbdbaircraft. These amounts are recorded as ptreaost of the
aircraft upon delivery. Capitalization of interesiases when the asset is ready for service.

Our Income Taxes

We account for income taxes using the liability hoet We record a valuation allowance to reducel#ferred tax assets reported if, based on the wefghe
evidence, it is more likely than not that some iporor all of the deferred tax assets will not balized. Deferred taxes are recorded based onealifes between the
financial statement basis and tax basis of assetsiabilities and available tax loss and creditgfrwards. In assessing the realizability of theferred tax assets, we
consider whether it is more likely than not thaingoor all of the deferred tax assets will be realian evaluating the ability to utilize our defedirtax assets, we consider
all available evidence, both positive and negaiiveletermining future taxable income on a juriidit by jurisdiction basis.

Immediately prior to the IPO, we entered into tlex Receivable Agreement and thereby distributeteédPre-IPO Stockholders the right to receive such
stockholders’ pro rata share of the future paymenbse made by us under the Tax Receivable Agreerdeder the Tax Receivable Agreement, we are at#igjto pay to
the Pre-IPO Stockholders an amount equal to 90&eofash savings in federal income tax realizedsblpy virtue of our future use of the federal rgtrating loss,
deferred interest deductions and alternative minintax credits held by us as of March 31, 2011, tviwe refer to as the Pre-IPO NOL. “Deferred intedesiuctions”
means interest deductions that have accrued asaftvB1, 2011, but have been deferred under rpjglgcable to related party debt. Cash tax savireggecally will be
computed by comparing our actual federal incomdigdnility to the amount of such taxes that we wbbiive been required to pay had such Pre-IPO NOtkeen
available to us. Upon consummation of the IPO amtetion of the TRA, the Company recorded a ligpilith an offsetting reduction to additional paidcapital.

The term of the TRA will continue until the first bccur of (a) the full payment of all amounts riegd under the agreement with respect to utilizatio expiration ¢
all of the Pre-IPO NOLs, (b) the end of the taxal#ar including the tenth anniversary of the IP@o)ra change in control of the Company. The amaudttiming of
payments under the TRA will depend upon a numbéacibrs, including, but not limited to, the amoant timing of taxable income generated in therfuand any futur
limitations that may be imposed on the Companyitshyabo use the Pre-IPO NOLs. The Company paid.$2idillion , or 90% of the tax savings realizednfrthe
utilization of NOLs in 2011, including $0.3 millionf applicable interest in 2012 related to the TRA.of December 31, 2012 an estimated remainink basefit of $8.0
million is expected to be paid in 2013 to our AP®IStockholders under the terms of the TRA.

Trends and Uncertainties Affecting Our Business

We believe our operating and business performandaven by various factors that affect airlines #imeir markets, trends affecting the broader frandaistry, and
trends affecting the specific markets and custdmase that we target. The
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following key factors may affect our future perfantce.

Competition The airline industry is highly competitive. Theneipal competitive factors in the airline indyséare fare pricing, total price, flight schedulascraft
type, passenger amenities, number of routes sémeda city, customer service, safety record apdit&ion, code-sharing relationships, and freqél@rtprograms and
redemption opportunities. Price competition ocamrs market-by-market basis through price discqufiignges in pricing structures, fare matchingetapromotions and
frequent flier initiatives. Airlines typically usdiscount fares and other promotions to stimula#itrduring normally slower travel periods to geate cash flow and to
maximize unit revenue. The prevalence of discoargs can be particularly acute when a competitereliaess capacity that it is under financial prestusell.

Seasonality and VolatilityOur results of operations for any interim peréwd not necessarily indicative of those for thérenyiear because the air transportation
business is subject to significant seasonal fluna. We generally expect demand to be greattveirsecond and third quarters compared to thefdlse year. The air
transportation business is also volatile and higlffgcted by economic cycles and trends. Consuo@idence and discretionary spending, fear of tesmo or war,
weakening economic conditions, fare initiativeacfuations in fuel prices, labor actions, changegavernmental regulations on taxes and fees, weatid other factors
have resulted in significant fluctuations in revesand results of operations in the past. We belilemand for business travel historically has lmeere sensitive to
economic pressures than demand for low-price trd&ieélly, a significant portion of our operatiom® concentrated in markets such as South FldghdaCaribbean, Latin
America and the Northeast and northern Midwestoregdf the United States, which are particularlingtable to weather, airport traffic constraintsl ather delays.

Aircraft Fuel. Fuel costs represent the single largest operatipgnse for most airlines, including ours. Fustsdave been subject to wide price fluctuations in
recent years. Fuel availability and pricing ar@alsbject to refining capacity, periods of markeptus and shortage, and demand for heating ablgee and other
petroleum products, as well as meteorological, esva and political factors and events occurringtiyhout the world, which we can neither control accurately
predict. We source a significant portion of ourlfitem refining resources located in the southéhsted States, particularly facilities adjacenthe Gulf of Mexico. Gulf
Coast fuel is subject to volatility and supply distions, particularly in hurricane season whemesfy shutdowns have occurred in recent years, enwie threat of
weather-related disruptions has caused Gulf Coaéfpfices to spike above other regional sourcesnRime to time, we use fuel hedges using NYMEX \diid U.S.
Gulf Coast jet fuel collars as the underlying condityto attempt to mitigate price volatility. Addihally, during peak hurricane season (August thhoQ@ctober), we me
enter into jet fuel swaps to protect the refinimig@ risk between the price of crude oil and theeof refined jet fuel. Historically, we have peoted approximately 70%
of our forecasted fuel requirements during peakitame season using jet fuel swaps. Our fuel hedpiactices are dependent upon many factors, imguzlir assessme
of market conditions for fuel, our access to thegitehnecessary to support margin requirementsptivéng of hedges and other derivative producthémarket and
applicable regulatory policies. As of December3112 , the Company had agreements in place toqi®7e8 million gallon s or approximately 5% of #8813 anticipated
fuel consumption. As of December 31, 2012 , we Ipased all of our aircraft fuel under a single eidvice contract. The cost and future availabdityet fuel cannot be
predicted with any degree of certainty.

Labor. The airline industry is heavily unionized. Thegea, benefits and work rules of unionized airliméListry employees are determined by collectivedangg
agreements, or CBAs. Relations between air caraiedslabor unions in the United States are govebyetie RLA. Under the RLA, CBAs generally contéédmendable
dates” rather than expiration dates, and the Rlghires that a carrier maintain the existing termd eonditions of employment following the amendatdée through a
multi-stage and usually lengthy series of bargaimrocesses overseen by the NMB. This processm@ttiuntil either the parties have reached agreteomesm new CBA,
or the parties have been released to “self-helghbyNMB. In most circumstances, the RLA prohilitskes; however, after release by the NMB, casrard unions are
free to engage in self-help measures such as stike lockouts.

We have three union-represented employee grouppresing approximately 54% of our employees at Deoen81, 2012 . Our pilots are represented by thknAi
Pilots Association, International, or ALPA, ourdffit attendants are represented by the AssociatiBhight Attendants, or AFA-CWA, and our flight giatchers are
represented by the Transport Workers Union of Aocgemr TWU. Conflicts between airlines and theiioms can lead to work slowdowns or stoppages. e 2010, we
experienced a five-day strike by our pilots, whiglused us to shut down our flight operations. Thikesended as a result of our reaching a tentagreement under a
Return to Work Agreement and a full flight schedwies resumed on June 18, 2010. On August 1, 204 @ntered into a five-year collective bargainingeagnent. We
believe the five-year term is valuable in providstgbility to our labor costs, and that the otleemis will also provide us with competitive pilobtar costs compared to
other U.S.-based low-cost carriers.

In addition, our CBA with our flight attendants laeee amendable under the RLA in 2007, and we arerttly engaged in negotiations with the AFA-CWA€Th
outcome of our collective bargaining negotiatioasmot presently be determined and
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the terms and conditions of our future CBAs mayffected by the results of collective bargainingatetions at other airlines that may have a gresttéity to bear
higher costs under their business models. If wainable to reach agreement with any of our uniahizerk groups in current or future negotiationsareing the terms of
their CBAs, we may be subject to work interruptionstoppages, such as the strike by our pilofsite 2010. A strike or other significant labor dispwith our unionize
employees is likely to adversely affect our abitityconduct business.

Maintenance ExpenseéMaintenance expense grew through 2012 , 2012am@ mainly as a result of the increasing age ofleet (approximately 4.6 years on
average at December 31, 2012 ) and growing fleetha fleet ages, we expect that maintenance wilstacrease in absolute terms. The amount ofl totaintenance
costs and related amortization of heavy maintenarpense is subject to many variables such assfuttilization rates, average stage length, theaimemakeup of the
fleet in future periods and the level of unschedutaintenance events and their actual costs. Aetglyd we cannot reliably quantify future mainteoarexpenses for any
significant period of time. However, we believesed on our scheduled maintenance events, currénteamance expense and maintenance-related amamiztpense in
2013 will be approximately $90 million .

As a result of a significant portion of our fleetihg acquired over a relatively short period ofdjreignificant maintenance scheduled on each oplaumes will occu
at roughly the same time, meaning we will incur mast expensive scheduled maintenance obligatiorss our current fleet around the same time. These
significant maintenance activities will result inteof-service periods during which our aircraftMié dedicated to maintenance activities and utetaito fly revenue
service. In addition, management expects thatitia fieavy maintenance events will be amortized tive remaining lease term rather than until tha estimated heavy
maintenance event, because we account for heawytenance under the deferral method. Please seeitieaCAccounting Policies and Estimates—Aircrafatenance,
Materials, Repair Costs and Related Heavy Maintem@mortization.” This will result in significantlhigher depreciation and amortization expensdeadit heavy
maintenance.

Maintenance Reserve Obligationshe terms of some of our aircraft lease agreesnenfuire us to pay supplemental rent, also knasumaintenance reserves, to
lessor in advance of and as collateral for thegoerédnce of major maintenance events, resultingiir@cording significant prepaid deposits on odabee sheet. As a
result, the cash costs of scheduled major maintenavents are paid well in advance of the recagnitf the maintenance event in our results of djuers. Please see “—
Critical Accounting Policies and Estimates—Aircrifaintenance, Materials, Repair Costs and Rela&ahvid Maintenance Amortization” and “—Maintenances®&ees.”

Critical Accounting Policies and Estimates

The following discussion and analysis of our finahcondition and results of operations is basedwunconsolidated financial statements, which Hzeen prepared
in accordance with accounting principles generatlyepted in the United States. The preparatiohasfd financial statements requires us to make &stihand judgments
that affect the reported amount of assets anditiabj revenues and expenses, and related diselasicontingent assets and liabilities at the détsur financial
statements. Note 1 to our financial statementsigesva detailed discussion of our significant actiog policies.

Critical accounting policies are defined as thoskces that reflect significant judgments or esties about matters that are both inherently urioeatted material to
our financial condition or results of operations.

Revenue RecognitioRevenues from tickets sold are initially deferresd\d L. Passenger revenues are recognized wherptetagon is provided. An unused non-
refundable ticket expires at the date of schedubeckl and is recognized as revenue for the expic&édt value at the date of scheduled travel.

Our most significant non-ticket revenues includeereies generated from air travel-related servie&bfor baggage, bookings through our call centehiod-party
vendors, advance seat selection, itinerary chaagesoyalty programs, and are recognized at the products are purchased or ancillary servicepranaded. These
revenues also include commissions from the saléstl rooms, trip insurance and rental cars reizegnat the time the service is rendered.

Customers may elect to change their itinerary godhe date of departure. A service charge issasskand recognized on the date the change &téuitand is
deducted from the face value of the original pusehprice of the ticket, and the original ticketdmes invalid. The amount remaining after deductirgservice charge is
called a credit shell which expires 60 days fromdhte the credit shell is created and can betoseatds the purchase of a new ticket and the Cogipaither service
offerings. The amount of credits expected to exjgirecognized as revenue upon issuance of thé aradlis estimated based on historical experieBisgmating the
amount of credits that will go unused involves sdewel of subjectivity and judgment.

Non-ticket revenues include revenues from our sijitsen-based $9 Fare Club, recognized on a sttdigé basis over
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12 months. Revenues generated from the sale of FFEERIT miles and credit card renewals are curyaeitognized on a straight-line basis over 16 mobtsed on
expected customer usage of miles. We make assumspiinthe future use of customer miles based darltal customer behavior. To the extent that austiobehavior
changes as a result of, among other factors, ecermmnditions, perception of travel, and the numiifemiles to earn awards, a corresponding adjustmvenld be made
to the period in which we recognize revenue gerdritom the FREE SPIRIT miles and credit card raaiswesulting in either a smaller or larger ligbilAlso included
in non-ticket revenues are milestone payments imection with the achievement of specific usagews® volumes, which we recognize when receivenh fitte FREE
SPIRIT credit card provider.

Frequent Flier ProgramWe accrue for mileage credits earned through tranveluding mileage credits for members with aruffisient number of mileage credits
earn an award, under our FREE SPIRIT program basele estimated incremental cost of providing fragel for credits that are expected to be redeefmeremental
costs include fuel, insurance, security, ticketngl facility charges reduced by an estimate of atsorequired to be paid by the passenger when medgehe award.

We also sell mileage credits to companies partizigan the FREE SPIRIT program (or affinity candbgram). Under our original affinity card prografunds
received from the sale of mileage credits were actEm for as a multiple-element arrangement amttatéd to a marketing component and a transpantatoponent
(mileage credits) using the residual method. Tlvevidue of the transportation component was defkend recognized ratably as passenger revenu¢hevestimated
period the transportation was expected to be peaki@he difference between the funds received lamdiir value of the transportation component veasgnized in non-
ticket revenue at the time of sale as non-ticketketing revenue. The marketing component repredesite compensation for, among many items, use ofrademark,
customer lists and placement of marketing matettaéncourage application for credit cards. Becdlose were no undelivered elements other thamileage credits, w
recorded the revenue from the marketing componéethviunds were received. We also received bonusesdompanies participating in the FREE SPIRIT paaythat
are driven by the volume of the usage of our cavbed credit cards. We recognized these bonusesnasicket revenue when payment is received (milestmethod) as
the milestones were substantive.

During the fourth quarter of 2010, the Company deieed not to renew its agreement with the adrmiatst of the FREE SPIRIT affinity credit card pragr at the
scheduled expiration in February 2011. We entartmla new affinity card program that became effecApril 1, 2011 for the marketing of a co-brand®grit credit card
and the delivery of award miles over a five-yeanqak At the inception of the arrangement, we eat#d all deliverables in the arrangement to deteemihether they
represent separate units of accounting. We deterhtime arrangement had three separate units ofiaiiicg: (i) travel miles to be awarded, (ii) licémg of brand and
access to member lists, and (iii) advertising araketing efforts. At inception of the arrangemeng, established the relative selling price for aliverables that qualified
for separation, as arrangement consideration shmibdlocated based on relative selling price. Mia@ner in which the selling price was established based on the
applicable hierarchy of evidence. Total arrangensensideration was then allocated to each deliverai the basis of the deliverable's relative sglprice. In
considering the hierarchy of evidence, we firsedained whether vendor-specific objective evidesicselling price or third-party evidence of sellipgce existed. We
determined that neither vendor-specific objectivielence of selling price nor thirgarty evidence existed due to the uniqueness gbmgram. As such, we developed
best estimate of the selling price for all deliv#es. For the selling price of travel, we considemenumber of entity-specific factors including thember of miles needed
to redeem an award, average fare of comparableesggnbreakage, restrictions, and other chargedidenasing of brand and access to member lists;amsidered both
market-specific factors and entity-specific factansluding general profit margins realized in tharketplace/industry, brand power, market royatgs, and size of
customer base. For the advertising and marketiemeht, we considered market-specific factors atityespecific factors including, our internal cogd fluctuations of
costs) of providing services, volume of marketiffgrts, and overall advertising plan. Consideratitiocated based on the relative selling pricedih brand licensing ar
advertising elements is recognized as revenue whared and recorded in non-ticket revenue. Coratiderallocated to award miles is deferred andgeized ratably as
passenger revenue over the estimated period thepetation is expected to be provided which isentty estimated at 16 months . We used entityifipessumptions
coupled with the various judgments necessary terdete the selling price of a deliverable in acemrcke with the required selling price hierarchy. @jes in these
assumptions (e.g., cost of fare, number of mileetieem awards, marketing plan, and approval fateedit cards) could result in changes in thenested selling prices.
Determining the frequency to reassess selling gacendividual deliverables requires significantgment. For additional information, please seetédo Financial
Statements—1. Summary of Significant Accountingdfes—Frequent Flier Program”.

Aircraft Maintenance, Materials, Repair Costs aneld®ed Heavy Maintenance Amortizatidde account for heavy maintenance under the deferethod. Under
the deferral method the cost of heavy maintenascapitalized and amortized as a component of degtien and amortization expense until the eadfehe next
estimated heavy maintenance event or the aircreftisn at the end of the lease term. Amortizatibangine and aircraft overhaul costs was $9.1lionil) $2.6 million ,
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and $1.3 million for the years ended December 8122 2011, and 2010 , respectively. If heavy temiance costs were amortized within maintenancteraband
repairs expense in the statement of operationgpnaimtenance, material and repairs expense wowle been $58.6 million , $38.1 million, and $29.53lion for the years
ended December 31, 2012, 2011, and 2010 , resplgcDuring the years ended December 31, 201212 and 2010 , we capitalized $61.6 million , $2aillion , and
$5.2 million of costs for heavy maintenance, retigely. The timing of the next heavy maintenancerenis estimated based on assumptions includinmatstd usage,
FAA-mandated maintenance intervals and averagevehtines as suggested by the manufacturer. Thesergtions may change based on changes in ouatith of
our aircraft, changes in government regulationsamggiested manufacturer maintenance intervalgiditian, these assumptions can be affected by anplhincidents
that could damage an airframe, engine, or majompoorant to a level that would require a heavy maauee event prior to a scheduled maintenance elerhe extent
our planned usage increases, the estimated lifédvetmcrease before the next maintenance eventtingsim additional expense over a shorter perldeavy maintenance
events are our 6-year and 12-year airframe chétk®/@ and HMV8, respectively), engine overhauls, avérhauls to major components. Certain maintenéurggtions
are outsourced under contracts that require paybeesgd on a performance measure such as flighs hGosts incurred for maintenance and repair uftigat hour
maintenance contracts, where labor and materiae pgsks have been transferred to the serviceigeoyvare accrued based on contractual paymenstdRoutine cost for
maintaining the airframes and engines and line teaance are charged to maintenance, materialsepaits expense as performed.

Maintenance Reserve$Some of our master lease agreements providevihagy maintenance reserves to aircraft lessdre treld as collateral in advance of our
performance of major maintenance activities. ThHease agreements provide that maintenance ressamesimbursable to us upon completion of the reagmice event in
an amount equal to the lesser of (1) the amoutiteomaintenance reserve held by the lessor assdaiath the specific maintenance event or (2) thalifying costs
related to the specific maintenance event. Subatynall of these maintenance reserve paymentsaiailated based on a utilization measure, suélighs hours or
cycles, and are used solely to collateralize thedefor maintenance time run off the aircraft luthi& completion of the maintenance of the airciafe paid $31.6 million,
$38.3 million and $35.7 million in maintenance m¥es, net of reimbursement, to our lessors foytdars ended December 31, 2012 , 2011, and 2@Bpectively.

At lease inception and at each balance sheetwatassess whether the maintenance reserve payragaied by the master lease agreements are stibstaand
contractually related to the maintenance of theddaasset. Maintenance reserve payments thattzsstastively and contractually related to the maiatee of the leased
asset are accounted for as maintenance depositsteMance deposits expected to be recovered fresole are reflected as prepaid maintenance deposits
accompanying balance sheets. When it is not prebaélwill recover amounts currently on deposit veitlessor, such amounts are expensed as supplémegntdBecause
we we are required to pay maintenance reservesufooperating leased aircraft, and we chose toyappl deferral method for maintenance accountirapagement
expects that the final heavy maintenance eventdwidmortized over the remaining lease term rétiser over the next estimated heavy maintenanag.eds a result,
our maintenance costs in the last few years otkeasuld be significantly in excess of the costsarlier periods. In addition these late periodgdadmclude additional
costs from unrecoverable maintenance reserve pagmeguired in the late years of the lease. We resguk $2.0 million , $1.5 million , and $0.0 millioh maintenance
reserves as supplemental rent during 2012 , 2amd 2010 , respectively.

As of December 31, 2012, 2011, and 2010 , wephepaid maintenance deposits of $198.5 million68& million and $132.0 million, respectively, oaro
balance sheets. We have concluded that these gnea@ntenance deposits are probable of recovenyapily due to the rate differential between themtenance reserve
payments and the expected cost for the relatedmaixttenance event that the reserves serve tdemllaze.

These master lease agreements also provide thatmaggenance reserves held by the lessor at thieagion of the lease are nonrefundable to us afidbw retainer
by the lessor. Consequently, we have determinddithausage-based maintenance reserve paymentthaftast major maintenance event are not sulvstintelated to
the maintenance of the leased asset and therefoeceounted for as contingent rent. We accrudragertt rent beginning when it becomes probableraadonably
estimable we will incur such nonrefundable mainteereserve payments. We make certain assumptitins mception of the lease and at each balaneet state to
determine the recoverability of maintenance depo$tiese assumptions are based on various factchisas the estimated time between the maintenamcese the cost «
future maintenance events and the number of flighirs the aircraft is estimated to be utilized befbis returned to the lessor. Maintenance reseheld by lessors that
are refundable to us at the expiration of the leaseaccounted for as prepaid maintenance depusitse balance sheet when they are paid.

RESULTS OF OPERATIONS

In 2012 , we achieved a 13.2% operating margin,rdow0.3 points compared to 2011 , mostly driverapgroximately
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$25 million in lost revenues from the impact of Heane Sandy in the fourth quarter of 2012. In 2p#2 generated pre-tax earnings of $174.6 milliod net earnings ¢
$108.5 million on operating revenues of $1,3X8ilion . For 2011 , we generated pre-tax earniofg$122.8 million and net earnings of $76.4 ioill on operating
revenues of 1,071.2 million and achieved a 13.&8érating margin. Cash and cash equivalents isecelby 73.5 million in 2012 compared to the prieary and as of
December 31, 2012 , we had cash and cash equivaiefit16.8 million .

The increase in operating income in 2012 over 2§1%29.6 million , or 20.5% , is mainly due to a2% increase in revenue partially offset by inceebfsiel and
other expenses. Revenue increase d year over yeareault of a 21.3% increase in capacity an@% Improvement in average yield. Fuel costs in@ebby $83.7
million during 2012 compared to 2011, primarilyvén by an 18.1% increase in consumption. Operakmenses increase d primarily due to our growtajpacity
resulting from the addition of eight aircraft tordleet and our route network expansion.

In 2011, we improved our liquidity position withetttompletion of an IPO in June, whereby we reta#fEsD.0 million of net proceeds, after paying afbd fees an
costs associated with the offering. We recordedaijygy income in 2011 of $144.4 million on $1,07iRlion of operating revenues. Capacity growth amntteased load
factor in 2011 drove the increase in revenue o@&02and was partially offset by increased fuelgsiand increases in various other operating costs.

Net income for 2010 of $72.5 million includes a $bmillion net tax benefit primarily due to theeabe of a valuation allowance resulting in a detetax benefit o
$52.8 million in 2010. Absent the release of thiigdon allowance and corresponding tax benefit,rmi income would have been $19.7 million for 2006010, we
recorded operating income of $68.9 million on $38illion of operating revenues. The results ofragiens for 2010 were adversely affected by aneiase in fuel prices
and the effects of our June 2010 pilot strike.

Operating Revenue

Year Ended % change 2012 Year Ended % change 2011 Year Ended

2012 versus 2011 2011 versus 2010 2010
Passenger $ 782,79: 13.5% $ 689,65( 28.2% $ 537,96¢
Non-ticket 535,59¢ 40.4% 381,53¢ 56.8% 243,29¢
Total operating revenue $ 1,318,38 23.1% $ 1,071,18 37.1% $ 781,26
RASM (cents) 11.62 1.5% 11.4¢ 19.1% 9.62
Average ticket revenue per passenger flight segment$ 75.11 (7.2)% $ 80.97 4.6% $ 77.3¢
Average non-ticket revenue per passenger flighhseg $ 51.3¢ 14.7% $ 44.7¢ 28.0% 35.0C
Total revenue per passenger flight segment $ 126.5( 0.6% $ 125.7¢ 11.9% $ 1123

Non-ticket revenues comprise 40.6% of our totaeree for fiscal 2012 due to the effect of unburglbir fares and the introduction of new servicg®hd the sale
of a ticket for transportation.

2012 compared to 2011

Operating revenue increase d by $247.2 million234% , to $1,318.4 million in 2012 compared te ghior year period as we increase d traffic byy20and
improved our yield by 1.9% to 13.64 cent s.

Our results for the year ended December 31, 2012 dréven by growing capacity 21.3% compared toptier year period while maintaining a high loadtta of
85.2% and a network reorientation in mid-2011 #uded capacity in Dallas-Fort Worth, Chicago ans agas. In October 2012, we canceled 136 flight49.9 million
available seat miles, as a result of adverse weathlitions and airport closures in connectiorhvdurricane Sandy. The negative impact of the stomr2012 revenue
was approximately $25 million. We generated gredéenand in 2012 by lowering our average ticket mereeper passenger flight segment to $75.11 , gt 246 comparec
to the prior year period, while increasing our nimket revenue per passenger flight segment from74to $51.39 , a 14.7% increase compared tortbeyear period.
Total revenue per passenger flight segment incré@s6% from $125.76 in 2011 to $126.50 in 2012 .

We experienced a 40.4% increase in non-ticket nex®im 2012 compared to 201feflecting the continued development and optitdzeof ancillary revenues anc
22.4% increase in passenger flight segments. Dahi@dourth quarter of 2011 and continuing into 20d&e further standardized our passenger usagecfess all markets
and fare classes, which drove much of the increiasesn-ticket revenue in 2012 compared to 201bn-Ncket revenue represented 40.6% of total regeénuhe year
ended December 31, 2012 compared to 35.6% in the pariod of 2011 .
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2011 compared to 2010

Operating revenues increase d by $289.9 millian3701% , to $1,071.2 million in 2011 compared T8%.3 million in 2010 . Our capacity in terms of S
increase d 15.2% during 2011 compared to 2010ngsify driven by the addition of Airbus 320 airadfve of which were delivered during 2011, and fhll-year effect
of our four 2010 deliveries. Our traffic as measlireterms of RPMs increased by 20.1% during 2Gigared to 2010 . Our aircraft operated an avesd@.7 hours
daily with 85.6% of the seats full during 2011 cargd to an average of 12.8 hours daily with 82.1%h® seats full during 2010 .

Within operating revenues, passenger ticket revamrease d by 28.2% to $689.7 million in 2011 caneg to $538.0 million in 2010 . This increase wWagen
primarily by a 22.5% increase in passenger segnier2811 compared to 2010 .

Non-ticket revenues increase d by $138.2 millio2011 compared to 2010 , a 56.8% increase primdrilyen by the 22.5% increase in passenger fliggheents
and price enhancements on non-ticket servicesnBuhie first quarter of 2011, we reduced the wetlgteshold for overweight baggage from 50 pound&tpounds and
increased the amount charged to customers for gindibr canceling their reservations. During theosel quarter of 2011, we increased bag rates psechat checlia on
the web, the airport, and at the kiosk. Duringgbeond half of 2011, we began our efforts to statide our passenger usage fee across all markefaenclasses. As a
result of experienced continued growth in revemoenfmany previously adopted non-ticket revenueaitiites, our non-ticket revenue per passengertfiggmenincreas
d 28.0% to $44.79 for 2011 from $35.00 for 2010 .

Effective April 1, 2011, we entered into a new fiwear affinity card program for the issuance of BREE SPIRIT credit cards with a new administrabring
2010, we determined not to renew our agreementtivéliiormer administrator of our FREE SPIRIT affijnéredit card program at the scheduled expiratiofebruary
2011. In connection with that non-renewal, we esdento an agreement with the former administreggarding the transition of the program to the peowider and the
remittance to us of compensation due to us for gegthbers obtained through our marketing servicéiséramount of $5.0 million, of which $0.4 millievas recognized
in the first quarter of 2011 and $4.6 million wasagnized in the fourth quarter of 2010.

Operating Expenses

Since adopting our ultra low-cost model, we havetiooiously sought to reduce our unit operatingsasid have created what we believe is one of thedbcost
structures in our industry in the Americas. Thdddielow presents our operating expenses, as amage of operating revenue for the last threesyearwell as unit
operating costs (CASM).

Year Ended December 31,

2012 2011 2010
% of % of % of
Revenue  CASM Revenue CASM Revenue  CASM
Operating revenue 100.C% 100.(% 100.(%
Operating expenses:
Aircraft fuel (1) 35.£% 4.1€¢ 36.2% 4.15¢ 31.8% 3.0€¢
Salaries, wages, and benefits 16.€ 1.9z 17.C 1.9¢ 20.C 1.92
Aircraft rent 10.€ 1.27 10.€ 1.2t 13. 1.2t
Landing fees and other rentals 5.2 0.6 4.c 0.5¢ 6.2 0.5¢
Distribution 43 0.5¢ 48 0.5¢ 5.2 0.51
Maintenance, materials and
repairs 3.8 0.44 3.2 0.3¢ 3.€ 0.3t
Depreciation and amortization 1.7 0.17 0.7 0.0¢ 0.7 0.07
Other operating expenses 9.7 1.1 8.4 0.9¢ 10.€ 1.02
Loss on disposal of assets 0.1 0.01 — — — —
Special charges (credits) (2) (0.6) (0.07) 0.2 0.0¢ 0.1 0.01
Total operating expense 86.€ % 86.5% 91.2%
CASM 10.0%¢ 9.91¢ 8.71¢
MTM losses (gains)per ASM _ 0.0% 0.0z
Special charges (credits) per ASM (0.09) 0.0% 0.01
Adjusted CASM (excludes Special
charges (credits) and MTM gains
(losses)) 10.1¢ 9.84 8.7¢
Adjusted CASM excluding fuel 6.0C 5.7% 5.71
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2012 compared to 2011
Operating expense increased by $217.6 million @dr2zompared to the prior year period mostly due togases in fuel and labor costs, which were primaliiven

Aircraft fuel expense is the sum of (i) “inpdane fuel cost,” which includes the cost of jetlfand certain other charges such as fuel taxesiar(d) settlement
gains and losses, and (iii) unrealized mark-to-reiagains and losses associated with fuel hedgeaast The following table summarizes the compasent
aircraft fuel expense for the periods presented:

Year Ended December 31,

2012 2011 2010
(in thousands)
Into-plane fuel cost $471,54: $392,27( $ 251,75
Settlement losses (gains) 17¢ (7,436 (1,487
Unrealized mark-to-market losses
(gains) 46 3,20¢ (2,065)
Aircraft fuel $471,76: $ 388,04t $ 248,20t

Includes special charges (credits) of $(8.Bljan ( (0.07) cent s per ASM) in 2012 , $3.2 il ( 0.03 cent s per ASM) in 2011 and $0.6 mill{gess than 0.01
cents per ASM) in 2010. Special charges (creditsp012 primarily include a $9.1 million gain reddtto the sale of four permanent air carrier sofRonald
Reagan National Airport (DCA), offset by $0.6 nuliin secondary offering costs. Special charge=i(ts) for 2011 include $2.3 million of terminationsts in
connection with the IPO comprised of amounts paibhtligo Partners, LLC to terminate its professi@®avices agreement with us and fees paid to three
individual, unaffiliated holders of our subordindeotes and in the fourth quarter include legatpaating, printing, and filing fees connected vilie secondary
offering which was consummated on January 25, 28p2cial charges (credits) for 2010 include exdtlity costs associated with amounts relating ®dhle of
previously-expensed MD-80 parts and exit facilibgts associated with moving our Detroit, Michigaaimienance activities to Fort Lauderdale, Florilease
see “—Our Operating Expenses—Special Charges (Syédi

by our 21.3% capacity growth, in addition to inaesin other operating costs.

Our adjusted CASM ex fuel for 2012 increased b§%4 as compared to the same period in 2011. D@®1g , we incurred higher other operating expedsgen

by higher costs associated with passenger re-acodations related to slightly higher flight cancetlas. Additionally, overall increased rates at #imports resulted in
increased variable operating costs such as groandling expenses and travel and lodging expensend012, we also incurred an increase in maintea&osts related
to our seat maintenance program and an increadefénred heavy aircraft maintenance events, wiidhrin resulted in higher heavy maintenance anaiitia expense.
Our average stage length for 2012 decrease 8.8% , contributing to the year-over-year increasadjusted CASM ex fuel.

Aircraft fuel expenses includes both into-planeenge (as defined below) plus the effect of markatoket adjustments to our portfolio of derivatimstruments,

which is a component of aircraft fuel expense-piaine fuel expense is defined as the price tlieag@nerally pay at the airport, or the “into-plapeite, including taxes
and fees. Into-plane fuel prices are affected bgldvail prices and refining costs, which can vayyrbgion in the United States and the other coesitthere we operate.
Both fuel consumption and prices increased durliR2 Into-plane fuel expense approximates cashtpdtte supplier and does not reflect the effeawoffuel
derivatives. Because our fuel derivative contrdaisiot qualify for hedge accounting, we recogniathlvealized and unrealized changes in the fairevaf our derivatives
when they occur as a component of aircraft fuekesp.

We evaluateconomic fuel expensavhich we define as into-plane fuel expense exolyithe cash we receive from or pay to counterpsifor hedges that we settle

during the relevant period, including hedges thatterminate early during the period. The key défere betweeaircraft fuel expensandeconomic fuel expengethe
timing of gain or loss recognition on our hedgetfodin. When we refer to economic fuel expense,imgtude net settlement gains or losses only whew #re realized
through a cash payment from our derivative conttaanterparties for those contracts that wereeskttliring the period. We believe this is the besasare of the effect
that fuel prices are currently having on our bussnieecause it most closely approximates the nbta#flow associated with purchasing fuel for opemtions.
Accordingly, many industry analysts also evaluatina results using this measure, and it is freglyeused in our internal management reporting.
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Aircraft fuel expense increase d from $388.0 millio 2011 to $471.8 million in 2012 , represent#ig2% of our total operating expenses for that 28dribd. The
increase was primarily due to an 18.1% increasadhgallons consumed as well as a 3.8% increafigeimprices.

The difference between aircraft fuel expense awoti@nic fuel expense and the elements of the chaargafiustrated in the following table:

Year Ended December 31,

Percent
2012 2011 Change
(in thousands, except per-gallon
amounts)
Into-plane fuel expense $ 47154. $ 392,27¢ 20.2%
Cash received from settled derivatives, net of castiements paid 17t (7,436 (102.9%
Economic fuel expense 471,71 384,84. 22.6%
Impact on fuel expense from unrealized (gains)lasses arising from mark-
to-market adjustments to our outstanding fuel deies 46 3,20¢ (98.6)%
Aircraft fuel expense (per Statement of Operations) $ 471,76 $ 388,04t 21.€%
Fuel gallons consumed 142,99: 121,03( 18.1%
Economic fuel cost per gallon $ 33C $ 3.1¢ 3.8%
Into-plane fuel cost per gallon $ 33C $ 3.2¢ 1%

Fuel gallons consumed increase d 18.1% as a kdSunltreased operations, as evidenced by an 1&88éase in block hours. Our average daily airartifzation in
2012 increase d slightly compared to the prior yemiod. We estimate the fuel savings related éalt86 flights cancellations due to Hurricane Samdye approximately
$0.6 million.

Total net loss recognized for hedges that settlethg 2012 was $0.2 million , compared to a neh@sdi$7.4 million in the prior year period. Theseaunts
represent the net cash paid (received) for theessnt of hedges.

Labor costs in 2012 increase d by $37.2 million2@5% , compared to 2011, primarily driven by2a426 increase in our pilot and flight attendant kforce as we
increase d our fleet size by 21.6% , or eight aftcduring 2012 . During 2012 , we incurred arrémeental $3.8 million of share-based compensagoonded within
salaries, wages and benefits, driven primarilyhey¢commencement of the Performance Share Awardsagmoin 2012,

During 2012, aircraft rent increase d $27.1 millicor 23.3% , mainly due to the delivery of eiglitous A320 aircraft subsequent to the fourth geradf 2011. All
aircraft were financed through operating leaseg. ifbrease of aircraft rent expense on a per-AS8isha primarily due to the fact that we incurred3million of
additional aircraft rent during 2012 related tshart-term lease agreement with a third-party mlew{wet-leased aircraft) to maintain desired ciapaluring the summer
months.

Landing fees and other rents for 2012 incredsg $15.6 million , or 29.5% , compared to 20tinarily due to a 19.9% increase in departu@sa per-ASM
basis, the increase in landing fees and othés fn7.1% during 2012 as compared to the yéar period is due to increased volume at highst-amports, including
the addition of six new airports served in 201jcl on average are higher-cost airports thanyheEm average.

The increase in distribution expense of $5.3 milli@r 10.4% , in 2012 compared to 2011 was primdrie to increased volume and an increase of appedely
4.1 percentage points year-over-year in the peagentf sales from third-party travel agents, wkich more expensive than sales directly throughwetnsite. This shift in
distribution mix did not materially affect operagimcome because the revenues received from satmgyh third-party travel agents are designed teaatt offset the
associated incremental costs. The decrease enunfi basis is primarily due to a decrease ofaxmately 14% in credit card fee rates period gqueniod.
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The following table shows our distribution chanosage:

Year Ended December 31,

2012 2011 Change
Website 64.2% 66.5% (2.7)
Third-party travel agents 27.2 23.1 4.1
Call center 8.6 10.€ (2.0

Maintenance, materials and repair costs incredse$15.4 million , or 45.4% , in 2012 . The incre&s maintenance costs is primarily due to $6.8ionilin one-
time start-up costs of the seat maintenance progmdmch was introduced and completed in 2012. Weaateexpect the ongoing expense of our seat mantenprogram
to have a material impact on our overall futurenteriance cost outlook. The average age of ourifieetased to 4.6 years as of December 31, 2082 4t years as of
December 31, 2011 . Maintenance expense is expertedrease significantly as our fleet continueage, resulting in the need for additional repavsr time.

Depreciation and amortization increase d by $718ami, or 96.6% , primarily due to deferred heaiscraft maintenance events, which in turn resulteltigher
amortization expense recorded in 2012 compareletpitior year period.

Other operating expenses in 2012 increase d by $8#lion , or 40.3% , compared to 2011 primarilyedto an increase in departures of 19.9% . Ovieraiéased
rates at the airports we serve resulted in inctbaagable operating costs such as ground handkpgnses and travel and lodging expense in 201pa@d to the prior
year. The increase on a per-ASM basis of 17.7%insgpily due to a shift in our route network to imgde higher volumes at the higher-cost airportseme. In addition,
we experienced increases in travel and lodgingsadrs¢en by both volume and hotel rate increasssaated with increased training and scope of djpers, as well as
higher passenger re-accommodation expenses assbwitih slightly higher flight cancellations duri2@12 . We also incurred additional expenses mkatehe
implementation of an Enterprise Resource PlanriiiRR) system.

Special charges (credits) for 2012 primarily in@wd$9.1 million gain related to the sale of fparmanent air carrier slots at Ronald Reagan Naltidimport (DCA),
offset by $0.6 million in secondary offering costpecial charges (credits) for 2011 relate to teatmon costs of $2.6 million in connection with dBO, including $1.8
million paid to Indigo Partners, LLC to terminats professional services agreement with us andr@0lisn paid to three individual, unaffiliated hagrs of our
subordinated notes.

2011 compared to 2010

Our operating expenses increase d by $214.4 mill@rB80.1% , for 2011 compared to the correspang@eriod in 2010 . The increase is primarily redatie a 56.3%
increase in fuel costs, 16.2% increase in labot, @&l a 14.9% increase in aircraft rent.

Aircraft fuel expense for 2011 increase d $139.8ani, or 56.3% , compared to the prior year peritue to a 35.3% increase in the average priceabé fuel per
gallon and a 13.5% increase in gallons consumedrat fuel expense represented 41.9% of our tigakating expenses for 2011 .
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The difference between aircraft fuel expense awoti@nic fuel expense and the elements of the chaargafiustrated in the following table:

Year Ended December 31,

Percent
2011 2010 Change
(in thousands, except per-gallon
amounts)
Into-plane fuel expense $ 39227t $ 251,75 55.€ %
Cash received from settled derivatives, net of castiements paid (7,436 (1,487) 401.2%
Economic fuel expense 384,84. 250,27: 53.£%
Impact on fuel expense from unrealized (gains)lasses arising from mark
to-market adjustments to our outstanding fuel deives 3,20¢ (2,065  (255.9%
Aircraft fuel expense (per Statement of Operations) $ 388,04t $ 248,20t 56.2 %
Fuel gallons consumed 121,03( 106,62¢ 13.5%
Economic fuel cost per gallon $ 316 $ 2.3t 35.2%
Into-plane fuel cost per gallon $ 322 % 2.3¢€ 37.2%

Labor costs for 2011 increase d by $25.3 million 16.2% , compared to 2010 , primarily due toéased headcount and increased pilot rates. Ourgpitbflight
attendant headcount increased 10% and 16%, regplgctis we increase d our fleet size by 15.6%heaaddition of five aircraft during 2011 . Theriease in labor costs
was also driven by the increase in pilot laborgdtg approximately 11% during 2011 .

Aircraft rent expense for 2011 increase d by $15illion , or 14.9% , compared to 2010 mainly dugaking delivery of five Airbus A320 aircraft whickere
financed via operating leases. In addition, appnaxely $1.5 million in maintenance reserves wepeesed as supplemental rent in 2011 as it was dkgmag would not
be reimbursed.

Distribution expense for 2011 increase d by $10IRan , or 24.7% , compared to 2010 , primarilyedio increased credit card fees driven by the 37nt¥ease in
revenue. Additionally, there was a shift in thegeetage of bookings made from our website to mepesive third-party distribution channels (GDS$#)jch increase d
to approximately 23.1% in 2011 from approximateby1P6 in 2010 . This shift also drove the increasdistribution expense on a per unit basis, aloitly the increase in
credit card fees per unit due to the growth in nexsss outpacing the growth in units year over y€hae following table shows our distribution channsage:

Year Ended December 31,

2011 2010 Change
Website 66.2% 75.2% 8.9
Third-party travel agents 23.1 15.1 8.C
Call center 10.€ 9.7 0.¢

Maintenance, materials and repair costs for 20¢fease d by $7.0 million , or 25.8% , comparedd®d®. This increase was primarily due to a 31.7étdase in
flight-hour-based maintenance expenses driven glyeniflight hours. Non-flight-hour based maintereimcreased 16.3% as a result of the timing of duleel
maintenance events and the aging fleet. As thedlges, we expect that maintenance costs anddealateof service time to complete the maintenanitlénverease.

The increase in capacity during 2011 resulted éneiase d landing fees and other operating expem@e4 1 compared to 2010 .

Other operating expenses for 2011 increase d Byrsiflion , or 8.9% , compared to 2010 and are galhedriven by the increase in capacity, new stadistart-ups,
and increases in rates. We experienced notableases in ground handling and crew travel and lafdgst partly due to increased flights and the gkarin route mix.
These increases in cost were offset by a decraasests incurred to accommodate displaced passedgerto the aggressive management of cost antiadhierence to
our accommodation policy.

Special charges (credits) for 2011 increase d b§ s2llion , or 412.7% , compared to 2010 due tenieation costs incurred in connection with the 18®@ing the
second quarter of 2011, comprised of $1.8 milliaidgo Indigo Partners, LLC
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to terminate its professional services agreemetfit ws and $0.5 million paid to three individualaffiliated holders of our subordinated notes.
Other (income) expense, net
2012 compared to 2011

Other (income) expense, net decrease d by $22libmiib $0.6 million net income for 2012 from $21xllion net expense for 2011 . Interest expensk an
corresponding capitalized interest in 2012 and 3firharily relates to interest on pre-delivery dsigand interest related to the TRA.

2011 compared to 2010

Other (income) expense, net decrease d by $27libmiid $21.6 million net expense for 2011 from $#fhillion net expense for 2010 . The decreaseiisaily
related to interest on debt for only five month2@11 compared to a full year in 2010 as a resuli®elimination of our debt in conjunction withet IPO in June of 2011.
Related-party interest expense incurred during 20112010 was $21.0 million and $44.6 million, exgjvely, and consisted primarily of paid-in-kindérest on notes
and preferred stock dividends due to related marhen-related party interest expense during 2012810 was $3.8 million and $5.7 million, respeslty.

Income Taxes

As of December 31, 2012, the Company has fullyzetil an alternative minimum tax (“AMT”) credit cgforward of approximately $3.2 million and fedenait
operating losses (“NOLs") of approximately $20.8liom against federal taxable income. In additias,of December 31, 2012 and 2011, we had state NOLs
approximately $2.2 million and $9.1 million, respeely, which can be used to offset future staiabde income. State net operating losses begirgiveein 2017. The
effective tax rate for 2012 was approximately 37 @mpared to 37.8% in the prior year period.

At December 31, 2009, we had recorded a full vaduadllowance against existing net deferred taess#\s of September 30, 2010, we determined timaler
generally accepted accounting principles, the valnallowance should be reduced by $53.5 millishich we recognized as a deferred tax benefit.

Immediately prior to the IPO, we entered into tlex Receivable Agreement and thereby distributetedPre-IPO Stockholders the right to receive argta share
of the future payments to be made under such agmeehese future payments to the Pre-IPO StockneMdill be in an amount equal to 90% of the cashings in
federal income tax realized by us by virtue of future use of federal NOL, deferred interest deidnstand certain tax credits held by us as of M&%L2011. Please see
“Certain Relationships and Related Transactions—Hegseivable Agreement.”
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Quarterly Financial Data (unaudited)

Total operating revenue
Passenger
Non-ticket

Operating income

Net income (loss)
Earnings Per Share:
Basic
Diluted
Weighted average shares outstanding
Basic
Diluted

Three Months Ended

March 31, June 30, September 30, December 31, March 31, June 30, September 30, December 31,

2011 2011 2011 2011 2012 2012 2012 2012
(in thousands except share and per share amounts)

232,66. $ 275,89: $ 288,71« $ 273,91¢ $ 301,49 $ 346,30t $ 342,310 $ 328,26¢

153,28( 180,41t 186,68: 169,27( 180,07¢ 211,81 202,18: 188,72:

79,38: 95,47: 102,03: 104,64¢ 121,41 134,49 140,13¢ 139,54’

26,84« 34,95¢ 44,55¢ 38,020 37,24« 55,13: 49,68! 31,93¢

7,88: $ 16,917 $ 27,651 $ 23,99: $ 23,41¢ $ 34,59: 30,88¢ 19,56¢

0.3 $ 041 $ 0.3t $ 0.3z $ 03z $ 0.4¢ $ 04z $ 0.27

03¢ $ 041 $ 03¢ $ 03¢ §$ 03z $ 0.4¢ $ 04: $ 0.27

26,347,87 41,493,31 72,175,47 72,242,36 72,292,16 72,379,18 72,427,49 72,442,18

26,689,15 41,769,04 72,427,28 72,472,52 72,498,70 72,583,69 72,658,29 72,622,71
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Other operating statistics

Aircraft at end of period

Airports served

Average daily Aircraft utilization (hours)

Average stage length (miles)

Passenger flight segments (thousands)

Revenue passenger miles (RPMs) (thousands)
Available seat miles (ASMs) (thousands)

Load factor (%)

Average ticket revenue per passenger flight segi$nt
Average non-ticket revenue per passenger flighhseg ($)
Operating revenue per ASM (RASM) (cents)

CASM (cents)

Adjusted CASM (cents) (1)(2)

Adjusted CASM ex fuel (cents) (1)

Fuel gallons consumed (thousands)

Average economic fuel cost per gallon ($)

Three Months Ended

March 31, June 30, September 30, December 31, March 31, June 30, September 30, December 31,
2011 2011 2011 2011 2012 2012 2012 2012

35 35 35 37 40 42 42 45

44 45 47 48 50 51 52 51

12.€ 13.1 12.¢ 12.2 12.¢ 12.¢ 12.¢ 12.€

961 93z 90¢ 88t 912 90z 897 937

1,86: 2,200 2,28t 2,17 2,34¢ 2,615 2,81« 2,641

1,847,28 2,083,80 2,109,11! 1,966,54! 2,194,35 2,397,66: 2,552,311 2,519,339

2,200,09 2,425,64. 2,422,96: 2,303,85: 2,589,01 2,826,911 2,972,65 2,956,15!

84.C 85.¢ 87.C 85.4 84.¢ 84.¢ 85.¢ 85.2

82.3( 82.0( 81.71 78.0( 76.6¢ 81.0¢€ 71.8¢ 71.3(

42.6: 43.3¢ 44.6¢ 48.2: 51.6¢ 51.47 49.8( 52.7¢

10.5¢ 11.37 11.92 11.8¢ 11.6¢ 12.2¢ 11.52 11.1C

9.3t 9.9¢ 10.0¢ 10.2¢ 10.21 10.3¢ 9.84 10.02

9.3¢ 9.7C 10.01 10.2¢ 10.1¢ 10.2¢ 10.1¢t 10.0¢

5.67 5.41 5.74 6.0¢ 5.9¢ 6.0% 6.0z BIgg

28,17: 31,26¢ 31,64( 29,95¢ 32,73( 35,82¢ 37,76: 36,67(

2.8¢ 3.32 3.27 3.21 3.31 3.32 3.2¢€ B3]

(1) Excludes special charges (credits) of $0.08anil(less than 0.01 cents per ASM) in the threathe ended March 31, 2011, $2.3 million (0.09 c@etsASM) in the three months ended June 30, 280.02
million (less than 0.01 cents per ASM) in the thneenths ended September 30, 2011, $0.8 millior8(6ehts per ASM) in the three months ended DeceBibe2011, $(0.1) million (less than (0.01) cergs p
ASM) in the three months ended March 31, 2012, $tllllon (less than 0.01 cents per ASM) in the thmeonths ended June 30, 2012, $(8.3) million ((0c28ts per ASM) in the three months ended SepteBk
2012 and $(0.1) million (less than (0.01) centsA®M) in the three months ended December 31, 20@se amounts are excluded from all calculationsdjfisted CASM provided in this annual report. Blea
see “Management’s Discussion and Analysis of Firg@ondition and Results of Operations—Our Opemfixpenses—Special Charges (Credits).”
(2) Excludes unrealized mark-to-market (gains) lasdes of $(0.6) million ((0.02) cents per ASM}iie three months ended March 31, 2011, $3.5 mi(lloh4 cents per ASM) in the three months endeé 30n
2011, $1.5 million (0.06 cents per ASM) in the threonths ended September 30, 2011, $1.2 millidb(Gents per ASM) in the three months ended DeceBihe2011, $0.3 million (0.01 cents per ASM) ie th
three months ended March 31, 2012, $1.1 millioB4@ents per ASM) in the three months ended Jun2@I®, $(0.9) million ((0.03) cents per ASM) iretthree months ended September 30, 2012 and $(0.4)
million ((0.01) cents per ASM) in the three monémed December 31, 2012. Please see “Managemeastsdlion and Analysis of Financial Condition arebits of Operations—Our Operating Expenses—

Critical Accounting Policies and Estimates.”
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LIQUIDITY AND CAPITAL RESOURCES

Our primary source of liquidity is cash on hand aadh provided by operations. Our primary usegjafdity are for working capital needs, capital ergitures,
aircraft pre-delivery deposits (“PDPs”), and mairgtece reserves. Our total cash at December 31,284 3%416.8 million , an increase of $73.5 millfoom
December 31, 2011 .

During 2011, we completed our IPO, which raisedpneteeds of $150.0 million after repayment of dphyment of transaction expenses and paymeneesftd
certain unaffiliated holders of our notes. Additiig, during 2011, the IPO allowed us to amendagnreements with our credit card processors enahbrtg eliminate oL
restricted cash balance, which was 72.7 milliopeatr-end 2010 , and increase our unrestricted lwalsimce.

In prior periods, restricted cash represented cabateral related primarily to a portion of ouriglation to fulfill future flights, or air traffidiability (“ATL"), held by
credit card processors. Our credit card procedsnrs historically required holdbacks (collateraljjch we record as restricted cash, when futur&avel and other futur
services are purchased via credit card transactiirSeptember 30, 2011, our restricted cash belaras eliminated, reflecting a complete releasaldfoldback
requirements by all of our credit card processoosiged that we continue to satisfy certain finahcriteria. Failure to meet these liquidity covetsawould provide the
processors the right to reinstate a holdback, tieguh a commensurate reduction of unrestricteshc¢hat could be material. As of December 31, 204@ continued to t
in compliance with our credit card processing agrests, and we were not subject to any credit caldblacks. The maximum potential exposure to castblacks by our
credit card processors, based upon advance tialet and $9 Fare Club memberships as of Decemb@032 and December 31, 2011, was $144.8 milhod $115.2
million , respectively.

Our short-term capital needs are funded primangigdsh from operations. Our most significant capiegeds are to fund the acquisition costs of owrait. PDPs
relating to future deliveries under our agreemeitth Wirbus are required at various times prior &xle delivery date. During 2012, $40.5 million RiDPs have been
returned related to delivered aircraft in the peériand we have paid $53.1 million in PDPs foufatdeliveries of aircraft and spare engines. A©etember 31, 2012,
we have $96.7 million of PDPs on our balance shiepresenting the amount paid since inceptionpheefunds.

Maintenance reserves are paid to aircraft lessutsaee held as collateral in advance of our perémre of major maintenance activities. In 2012 paiel $31.6
million in maintenance reserves, net of reimbursets, and as of December 31, 2012 , we have $h88ion ( $76.1 million in other current assersd $122.4 million
in aircraft maintenance deposits) on our balaheets representing the amount paid in reserves seption, net of reimbursements.

We have secured financing commitments for our n@e aircraft deliveries which are scheduled fdivéey in 2013. We do not have financing commitrrseint
place for the remaining 97 aircraft currently amrfiorder which are scheduled for delivery in 20d¥btigh 2021 . These future aircraft deliveries fmayeased or
otherwise financed based on market conditionspeevailing level of liquidity, and capital marketalability.

Net Cash Flows Provided By Operating Activiti®gerating activities in 2012 provided $113.6 millim cash compared to $171.2 million provided i120The
decrease is primarily due to $72.7 million receifredn the release of all credit card holdbacks@d2coupled with significantly higher heavy schedumaintenance cost
in 2012, slightly offset by higher cash receivedfature travel as of December 31, 2012 .

Operating activities in 2011 provided $171.2 millim cash compared to $27.0 million in cash gererat 2010. The increase is primarily due to thease of all
our holdbacks by our credit card processors ankenigarnings during 2011 compared to 2010.

Net Cash Flows Used In Investing ActivitiBsiring 2012 , investing activities used $27.8iom , compared to $67.2 million used for éor year period. The
decrease is mainly due to the refund of $40.5anillin PDPs related to the delivery of seven afitdrom Airbus and corresponding sale and leadetracsactions, and
the sale of airport slots for $9.1 million. The$feets were offset by higher capital expendituiesluding the purchase of two spare engines for3dllion during 2012

During 2011, investing activities used $67.2 millicompared to $30.5 million used for 2010. Thedase is mainly related to higher PDPs made perred period
due to timing of the delivery schedule for futuneaft, coupled with slightly higher capital exgitures including a spare engine for which we exdénto a sale-lease
back transaction during 2011. In addition, $6.7ionilin returned PDPs were received from two congulaircraft sale and leaseback transactions.

Net Cash Provided By Financing Activiti€uring 2012 , we paid $27.2 million related te ffiax Receivable Agreement (TRA), received $12I8ami in
proceeds from the sale of two spare engines a®psale and leaseback transactions,
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retained $2.1 million as a result of excess taefies related to share-based payments, and reteagh as a result of exercised stock options. thadil cash used in
financing activities consisted of cash used to pase treasury stock. As of December 31, 2012stmated remaining cash benefit of $8.0 millisrexpected to be pe

to our Pre-IPO Stockholders under the terms offfRA in 2013.

Commitments and Contractual Obligations

The following table discloses aggregate informatbout our contractual obligations as of Decemlie2812 and the periods in which payments are idue (
millions):

2018 and
2013 2014 -2015 2016 - 2017 beyond Total
Operating lease obligations $ 166 $ 331 % 29€ $ 37¢ $ 1,17«
Flight equipment purchase obligations 324 877 1,11¢ 2,33¢ 4,65¢
Total future payments on contractual
obligations (1) $ 49z $ 1206 $ 1,414 $ 2,71¢ $ 5,832

(1) Does not include contractual payments éoRbe-IPO Stockholders under the Tax Receivableémgent (estimated to
be approximately $8.0 million as of December 31,2 Please see “—Our Income Taxes.”

Some of the Company’s master lease agreementgprthat the Company pays maintenance reservesctafaiessors to be held as collateral in advaridhe
Company'’s required performance of major maintenatieities. Some maintenance reserve paymentixak contractual amounts, while others are basedabual
flight hours. Fixed maintenance reserve paymentthiese aircraft and related flight equipment, udahg estimated amounts for contractual price esicals, will be
approximately $10.3 million in 2013 , $10.6 millian2014 , $11.0 million in 2015 , $11.4 million 2016 , $11.1 million in 2017 , and $40.4 million2018 and beyond

Additionally, the Company is contractually obligat® pay the following minimum guaranteed paymeothe provider of its reservation system as ofddelger 31,
2012 : $3.1 million in 2013, $3.7 million in 20143.7 million in 2015 , $3.7 million in 2016 , $3million in 2017 and $2.5 million in 2018 and thafter .

Off-Balance Sheet Arrangements
We have significant obligations for aircraft as4#8l of our aircraft are operated under operatiagds and therefore are not reflected on our bakimeets. These

leases expire between 2016 to 2024 . Aircraft pagtments were $140.8 million and $116.6 million26d2 and 2011 , respectively. Our aircraft leaenents for 40 of
our aircraft are fixed-rate obligations. Five of éeases provide for variable rent payments, whliottuate based on changes in LIBOR (London Intekb@ffered Rate).

Our contractual purchase commitments consist pifynafraircraft and engine acquisitions through matturers and aircraft leasing companies. ABedember 3
2012, our firm orders consisted of 106 A320 fgmaircraft ( two used A319 aircraft, 54 of the ¢xig A320 aircraft model, and 50 A320 NEOs) withrtAis and a third
party, and engine orders with International AergiBas consisted of three spare V2500 IAE Intermatié\ero Engines AG engines. Aircraft are schedétedielivery
from 2013 through 2021 , and spare engines araatdt:for delivery from 2013 through 2015 . Comedtexpenditures for these aircraft and relatedfleguipment,
including estimated amounts for contractual prieeagations and aircraft pre-delivery deposits, héllapproximately $323 million for 2013 , $354 ioifl in 2014 , $523
million in 2015 , $505 million in 2016 , $613 mdh in 2017 and $2,339 million in 2018 and beyond .

As of December 31, 2012 , we had lines of crediteel to corporate credit cards of $18.6 milliawnfi which we had drawn $3.2 million . As of DecemBg, 2011,
we had lines of credit related to corporate creditls of $8.6 million from which we had drawn $ghdlion .

In addition, the Company has lines of credit witluicterparties to our jet fuel derivatives in theoaimt of $18.0 million as of December 31, 2012 1i@f $18.0
million in lines of credit, $5.0 million is provideexclusively for jet fuel derivatives, $10.0 roli is provided exclusively for physical fuel deliyeand the remaining $3.0
million is provided for either purpose. As of Dedsen 31, 2012 , we had drawn $11.2 million for phgisfuel delivery and had not drawn on the remajrines. As of
December 31, 2011 , we had lines of credit withnterparties in the amount of $8.0 million exclugjver jet fuel derivatives, and as of December 3111 , we had not
drawn on the lines of credit. We are required tstpollateral for any
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excess above the lines of credit if the derivataesin a net liability position and make periopdayments in order to maintain an adequate undrawstiop for physical
fuel delivery.

As of December 31, 2012 , we have $4.1 millionnicallateralized surety bonds and a $10.0 milliosaaured standby letter of credit facility, représepan off
balance-sheet commitment, of which $7.0 million baén drawn upon for issued letters of credit.
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GLOSSARY OF AIRLINE TERMS
Set forth below is a glossary of industry terms:
“Adjusted CASM” means operating expenses, excludpecial charges (credits) and mark-to-market gatirigsses, divided by ASMs.

“Adjusted CASM ex fuel” means operating expensss kdrcraft fuel expense and excluding specialggsa(credits) and mark-to-market gains or lossegietl by
ASMs.

“AFA-CWA” means the Association of Flight Attendar€WA.

“Air traffic liability” or “ATL” means the value oftickets sold in advance of travel.

“ALPA” means the Airline Pilots Association, Intextional.

“ASIF” means an Aviation Security InfrastructureeF@ssessed by the TSA on each airline.

“Available seat miles” or “ASMs” means the numbéseats available for passengers multiplied bynimaber of miles the seats are flown, also refetweas
"capacity".

“Average aircraft” means the average number ofraftén our fleet as calculated on a daily basis.
“Average daily aircraft utilization” means block ins divided by number of days in the period divitbgchverage aircraft.

“Average economic fuel cost per gallon” means tatedraft fuel expense, excluding mark-to-markehgand losses, divided by the total number of §adlons
consumed.

“Average non-ticket revenue per passenger fliggtreent” means the total non-ticket revenue dividggéssenger flight segments.
“Average ticket revenue per passenger flight segihmeaans total passenger revenue divided by passdiight segments.
“Average stage length” represents the average nuofbeiles flown per flight.

“Average yield” means average operating revenueegbper RPM, calculated as total revenue divideRBiyls.

“Block hours” means the number of hours during wttite aircraft is in revenue service, measured ftwrtime of gate departure before take-off uhl time of
gate arrival at the destination.

“CASM” or “unit costs” means operating expensesdaid by ASMs.

“CBA” means a collective bargaining agreement.

“CBP” means United States Customs and Border Pyotec

“DOT” means the United States Department of Trartsgion.

“EPA” means the United States Environmental PratacAgency.

“FAA” means the United States Federal Aviation Adrsiration.

“FCC” means the United States Federal Communicati@ommission.

“FLL Airport” means the Fort Lauderdale-Hollywoodtérnational Airport.

“GDS” means Global Distribution System (e.g., AmasieGalileo, Sabre and Worldspan).

“Into-plane fuel cost per gallon” means into-pldnel expense divided by number of fuel gallons comsd.
“Into-plane fuel expense” represents the costtofiiel and certain other charges such as fuel tardil.
“Load factor” means the percentage of aircraftseaatually occupied on a flight (RPMs divided byMs).
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“NMB” means the National Mediation Board.

“Operating revenue per ASM,” “RASM" or “unit reveeimeans operating revenue divided by ASMs.
“OTA” means Online Travel Agent (e.g., Orbitz andVelocity).

“Passenger flight segments” means the total nurobpassengers flown on all flight segments.

“PDP” means pre-delivery deposit payment.

“Revenue passenger mile” or “RPM” means one revegrassenger transported one mile. RPMs equals reyamssengers multiplied by miles flown, also reféto
as "traffic".

“RLA” means the United States Railway Labor Act.

“TWU” means the Transport Workers Union of America.

“TSA” means the United States Transportation Ségédministration.
“ULCC” means “ultra low-cost carrier.”

“VFR” means visiting friends and relatives.

"Wet-leased aircraft" means a lease where thedgsswides for aircraft, crew, maintenance and iasge, also known as an "ACMI".

57




ITEM 7A. QUANTITATIVE AND QUALITATIVE DISCLOSURE S ABOUT MARKET RISK
Market Risk-Sensitive Instruments and Positions

We are subject to certain market risks, includiommmodity prices (specifically aircraft fuel). Thewerse effects of changes in these markets cowdd agotential
loss as discussed below. The sensitivity analysigiged below does not consider the effects thelh sulverse changes may have on overall econonivgtyachor does it
consider additional actions we may take to mitigateexposure to such changes. Actual results niftey.d

Aircraft Fuel. Our results of operations can vary materially ttuehanges in the price and availability of aifcfael. Aircraft fuel expense for the years ended
December 31, 2012, 2011 and 2010 representedxapiely 41.2% , 41.9% , and 34.8% of our operaéirgenses. Increases in aircraft fuel prices droatage of
supply could have a material adverse effect oroperations and operating results. We source afiignt portion of our fuel from refining resourdesated in the
southeast United States, particularly facilitiegmaent to the Gulf of Mexico. Gulf Coast fuel ishgect to volatility and supply disruptions, parfiady during hurricane
season when refinery shutdowns have occurred, eniite threat of weather related disruptions hasexhGulf Coast fuel prices to spike above othgioreal sources.
During peak hurricane season (August through Ocjple may enter into jet fuel swaps to protectrfning price risk between the price of crudeasil the price of
refined jet fuel. In addition to other fuel deriweg contracts, we have historically protected agpnately 70% of our forecasted fuel requirementsrdupeak hurricane
season using jet fuel swaps. Gulf Coast Jet ind&xelds the basis for a substantial majority of tuel consumption. Based on our annual fuel corion, a 10%
increase in the average price per gallon of ait¢ual would have increased into-plane aircraft fuast for 2012 by approximately 47.2 million . @tiempt to manage fuel
price risk, from time to time we use jet fuel opticontracts or swap agreements and basis swapsigatea portion of the crack spread between camtgjet fuel. As of
December 31, 2012 , we had fuel hedges using W8 .Gdast jet fuel collars in place for approxinigtg% of its 2013 anticipated fuel consumption.

The fair value of our fuel derivative contractsoh®ecember 31, 2012 and 2011 was $0.3 million®Mm8 million net asset (liability), respectively. dheasure our
financial derivative instruments at fair value.Ralue of the instruments is determined usingdsesh option valuation models. We measure the fairer of the derivative
instruments based on either quoted market pricealaes provided by the counterparty. Changesenégfated commodity derivative instrument cash §omay change by
more or less than this amount based upon furthetuhtions in futures prices. Outstanding finand&livative instruments expose us to credit loghénevent of
nonperformance by the counterparties to the agreesmidowever, we do not expect the counterpantidait to meet their obligations. As of December 2012 , we
believe the credit exposure related to these furgldrd contracts was negligible.

Interest Rates We have market risk associated with changingésteates due to LIBOR-based lease rates on fieeraaircraft. A hypothetical 10% change in
interest rates in 2012 would affect total aircrafit expense in 2013 by less than $0.1 million.
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Operating revenues:
Passenger
Non-ticket

Total operating revenue

Operating expenses:
Aircraft fuel

Salaries, wages and benefits

Aircraft rent

Landing fees and other rents

Distribution

Maintenance, materials and repairs
Depreciation and amortization

Other operating

Loss on disposal of assets

Special charges (credits)
Total operating expenses

Operating income

Other (income) expense:
Interest expense
Capitalized interest
Interest income
Other expense

Total other (income) expense

Income before income taxes
Provision for income taxes

Net income
Net income per share, basic
Net income per share, diluted

Spirit Airlines, Inc.
Statements of Operations
(In thousands, except per share data)

See accompanying Notes to Financial Statements.
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Year Ended December 31,

2012 2011 2010
$ 78279 $  689,65( $ 537,96
535,59 381,53 243,29
1,318,38i 1,071,18 781,26
471,76 388,04t 248,20¢
218,91¢ 181,74 156,44
143,57. 116,48 101,34
68,36¢ 52,79¢ 48,11¢
56,66¢ 51,34¢ 41,17¢
49,46( 34,01 27,03
15,25¢ 7,76( 5,62
127,88 91,17: 83,74¢
95€ 25¢ 77
(8,450) 3,18¢ 621
1,144,39i 926,80« 712,39;
173,99( 144,38; 68,87
1,35( 24,781 50,31
(1,350 (2,890) (1,491)
(925) (575) (328)
331 23t 194
(594) 21,55! 48,68¢
174,58 122,83 20,18t
66,12 46,38: (52,296
$  10846( $ 76,446 $ 72,481
$ 15 $ 14 $ 2.77
$ 14¢ 8 14 $ 2.7z




Assets

Current assets:
Cash and cash equivalents
Accounts receivable, net
Deferred income taxes
Other current assets

Total current assets

Property and equipment:
Flight equipment
Ground and other equipment
Less accumulated depreciation

Deposits on flight equipment purchase contracts
Aircraft maintenance deposits

Deferred heavy maintenance and other long-terntsasse
Total assets

Liabilities and shareholders’ equity
Current liabilities:

Accounts payable

Air traffic liability

Other current liabilities
Total current liabilities

Long-term deferred income taxes
Deferred credits and other long-term liabilities
Shareholders’ equity:

Spirit Airlines, Inc.
Balance Sheets
(I'n thousands, except share data)

December 31, 2012

December 31, 2011

Common stock: Common stock, $.0001 par value, 280000 shares authorized at December 31, 2012 an
2011, respectively; 70,861,822 and 61,954,576 ¢ssme 70,801,782 and 61,946,361 outstanding as of

December 31, 2012 and 2011, respectively

Common stock: Non-Voting common stock: $.0001 due, 50,000,000 shares authorized at December 31,
2012 and 2011, respectively; 1,669,205 and 10,8068sued and outstanding as of December 31, 202 a

2011, respectively
Additional paid-in-capital

Treasury stock, at cost: 60,040 and 8,215 as oéiber 31, 2012 and 2011, respectively

Retained earnings (deficit)
Total shareholders’ equity
Total liabilities and shareholders’ equity

$ 416,81 343,32
22,74( 15,42t

12,59: 20,73¢

95,21( 63,21

547,35 442,70

2,64¢ 4,18:

43,58 46,60¢

(17,825 (27,580

28,40: 23,21(

96,69: 91,45(

122,37t 120,61

125,05: 67,83(

$ 919,88 745,81
$ 24,16¢ 15,92¢
131,41« 112,28

121,31 98,85¢

276,89 227,06

33,21¢ 12,10¢

27,23¢ 39,93

6 6

1 1

504,52" 496,13

(1,151 (129

79,15: (29,309

582,53 466,70

$ 919,88 745,81

See accompanying Notes to Financial Statements.
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Spirit Airlines, Inc.
Statements of Cash Flows
(In thousands)

Year Ended December 31,

2012 2011 2010

Operating activities:

Netincome $ 10846( $ 76,44¢  $ 72,48
Adjustments to reconcile net income to net cashkigea by operations:

Changes in fair value of open fuel hedge contracts 46 3,20¢ (2,06%)
Non-cash restructuring credit charges, net — — 22
Equity based stock compensation, net 4,327 53C 56¢
Allowance for doubtful accounts (recoveries) 78 27 (110
Amortization of deferred gains, losses and dehtasse costs (830) (1,047 (574)
Depreciation and amortization 15,25¢ 7,76( 5,62(
Deferred income tax benefit (loss) 29,25¢ 44,18( (52,81)
Loss on disposal of assets 95€ 25¢ 77
Gain on slot sale (9,06() — —
Interest and dividends incurred but not paid — 21,87¢ 43,20:
Capitalized interest (1,350 (2,890 (1,49)
Changes in operating assets and liabilities:
Restricted cash — 72,73¢ (20,19¢)
Accounts receivable (7,399 (5,729 (1,019
Prepaid maintenance reserves (31,567 (36,84%) (35,699
Long-term deposits and other assets (68,24 (15,997 (13,98)
Accounts payable 8,45 2,457 (2,00%)
Air traffic liability 19,13¢ 6,57¢ 19,107
Other liabilities 46,11¢ (2,189 16,13:
Other — (159%) (239
Net cash provided by operating activities 113,63: 171,19¢ 27,03:
Investing activities:
Proceeds from sale of property and equipment 14 15C 332
Proceeds from sale of slots 9,06( — —
Pre-delivery deposits for flight equipment, netefunds (12,626 (53,27¢) (25,47¢)
Purchase of property and equipment (23,77) (14,099 (5,32%)
Net cash used in investing activities (27,329 (67,217) (30,46¢)
Financing activities:
Proceeds from issuance of common stock, net offeskpenses — 170,82¢ =
Proceeds from options exercised 46¢ 427 —
Payments on debt and capital lease obligations = (18,22) —
Proceeds from sale leaseback transactions 12,54( 4,481 —
Payments to pre-IPO shareholders pursuant to tivable agreement (26,90%) — —
Excess tax benefits from share-based compensation 2,09¢ — —
Repurchase of common stock (2,027) (88€) —
Debt issuance costs — 8 —
Net cash (used in) provided by financing activities (12,820) 156,63: _
Net increase (decrease) in cash and cash equisalent 73,48¢ 260,61« (3,439
Cash and cash equivalents at beginning of period 343,32¢ 82,71« 86,147
Cash and cash equivalents at end of period $ 416,81t $ 343,32¢ $ 82,71«

Supplemental disclosures

Cash payments for:

Interest $ 308 % 10,56: $ 4,30%

Taxes $ 40,20:  $ 1477 $ 562
Non-cash transactions:

Exchange of notes due to related parties for comstmrk $ _ $ 279,20t $ _

Exchange of mandatorily redeemable preferred simckommon stock $ — $ 81,74 $ —

Liability and equity related to tax receivable agrent $ (1,49) $ 36,48¢ $ —

See accompanying Notes to Financial Statements.
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Spirit Airlines, Inc.
Statements of Shareholders’ Equity (Deficit)
(In thousands)

Class A Class B Non- Voting Retained Earnings
Common Common Common Common Additional Paid- Treasury (Accumulated
Stock Stock Stock Stock In Capital Stock Deficit) Total

Balance at December 31, 2009 $ 2 1 $ — % — % 107 $ — % (178,23) $ (178,12)
Share-based compensation — — — — 56¢ — — 56¢
Net income = = = = = = 72,481 72,481
Balance at December 31, 2010 2 1 — — 67€ — (105,75¢) (105,079
Conversion of Class A & B common
stock to common stock 2 @ 3 — — — — —
Proceeds from initial public offering,
net — — 1 — 170,82 — — 170,82¢
Conversion of debt to common stocl — — 2 — 279,20« — — 279,20¢
Conversion of preferred stock to
common stock — — 1 — 81,74¢ — — 81,74,
Record liability under Tax Receivabl
Agreement — — — — (36,527 — — (36,529
Share-based compensation — — — — 53C — — 53C
Repurchase of common stock — — — — (757) (129 — (88€)
Conversion of common stock to non-
voting common stock — — (1) 1 — — — —
Proceeds from options exercised — — — — 428 — — 428
Net income — — — — — — 76,44¢ 76,44¢
Other — — — — 9 — — 9
Balance at December 31, 2011 — — 6 1 496,13¢ (129 (29,309 466,70¢
Adjustment to liability recorded unde
Tax Receivable Agreement — — — — 1,497 — — 1,497
Share-based compensation — — — — 4,327 — — 4,327
Repurchase of common stock — (1,029 — (1,029
Proceeds from options exercised 46¢ — — 46¢
Tax benefit of options exercised 2,09¢ — — 2,09¢
Net income — — — — — — 108,46( 108,46(
Balance at December 31, 2012 $ — —  $ 6 $ 1 $ 50452 $ (1,15) $ 79,15. $ 582,53

See accompanying Notes to Financial Statements.
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Notes to Financial Statements
1. Summary of Significant Accounting Policie
Basis of Presentation

Spirit Airlines, Inc. (Spirit or the Company) heaggtered in Miramar, Florida, is an ultra low-cdsty-fare airline that provides affordable traveportunities
principally throughout the domestic United Stathe, Caribbean and Latin America. The Company masagerations on a system-wide basis due to thedgpendence
of its route structure in the various markets sgr¥e only one service is offered (i.e., air trasgtion), management has concluded that therelysame reportable
segment.

Certain prior period amounts have been reclassifiembnform to the current year's presentation.
Use of Estimates

The preparation of financial statements in confeymiith generally accepted accounting principlethi@ United States of America requires managenoemiztke
estimates and assumptions that affect the amoepested in the financial statements and accompagnyires. Actual results could differ from thesensates.

Cash and Cash Equivalents

The Company considers all highly liquid investmenstth maturities of less than three months at thie @f acquisition to be cash equivalents. Investsimcluded
in this category primarily consist of money marketds.

Restricted Cash
Restricted cash primarily consists of funds heleti®dit card processors as collateral for futuaeet paid with a credit card.
Accounts Receivable

Accounts receivable primarily consist of amounte éhlom credit card processors associated withdhesof tickets and amounts due from counterpaasesciated
with fuel derivative instruments that have setti€de allowance for doubtful accounts was immatersabf December 31, 2012 , 2011 and 2010 .

In addition, the provision for doubtful accountslamrite-offs for 2012 , 2011 and 2010 were each aterial.
Deferred Offering Costs

The Company complies with the requirements of SEGf 8.ccounting Bulletin (SAB) Topic 5A—“Expense$ Offering.” Deferred offering costs consisted
principally of legal, accounting, printing, and @mdriting fees related to the Company's initial lpubffering (the IPO). A total of $6.1 million ideferred offering costs
were charged to additional paid-in capital netmigeeds in connection with the consummation offt@ in 2011.

Property and Equipment

Property and equipment are stated at cost, lessradated depreciation and amortization. Depreaiatiboperating property and equipment is computgdgithe
straight-line method applied to each unit of proyezxcept on flight equipment (major rotable paatgonics, and assemblies), which are depreciateal group basis over
the average life of the applicable equipment. Dy@012, the Company wrote off approximately $15iflian in fully depreciated and out-of-service assand recorded a
corresponding entry to accumulated depreciation.

The depreciable lives used for the principal dejpi#e asset classifications are:

Estimated Useful Life

Spare rotables and flight assemblies Lesser of the useful life of equipment or averagmaaining fleet life
Other equipment and vehicles 5to 7 years
Internal use software 31to 10 years
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Notes to Financial Statements—(Continued)

All aircraft and spare engines are financed throojggrating leases with terms of 3 to 12 yearsiforaft and 7 to 12 years for spare engines. Rasidalues for
major spare rotable parts, avionics, and assemdni@sstimated to be 10% .

The following table illustrates the components epikciation and amortization expense:

Year Ended December 31,

2012 2011 2010
(in thousands)
Depreciation $ 6,15¢ $ 5,18t $ 4,31
Amortization of heavy maintenance 9,10(¢ 2,57¢ 1,30%
Total depreciation and amortization $1525¢ $ 7,76 $ 5,62(

The Company capitalizes certain internal and erlezosts associated with the acquisition and deveént of internal use software for new products, an
enhancements to existing products that have reableegbplication development stage and meet reability tests. Capitalized costs include exterriegat costs of
materials and services utilized in developing dmoting internal-use software, and labor cost foplyees who are directly associated with and detiote to internalise
software projects. These costs are included ingrtgand equipment.

Amortization of capitalized software developmenstsds charged to depreciation on a straight-lie¢hod basis. Amortization of capitalized softwaezelopment
costs was $3.2 million , $2.0 million , and $1.1liom for the years ended 2012 , 2011 , and 20&8pectively. The Company capitalized $2.3 millj&8.3 million , and
$2.4 million , of software development costs dutiihg years ended 2012 , 2011 , and 2010 , resplctiv

Measurement of Asset | mpairments

The Company records impairment charges on longHassets used in operations when events and citaences indicate that the assets may be impaired, th
undiscounted cash flows estimated to be generatéldose assets are less than the carrying amouhosé assets, and the net book value of the assmtsds their
estimated fair value. In making these determinatitiee Company uses certain assumptions, inclulinigpot limited to: (i) estimated fair value okthssets; and
(i) estimated, undiscounted future cash flows expe to be generated by these assets, which agd basadditional assumptions such as asset utlizdength of service
the asset will be used in the Company’s operatiand,estimated salvage values.

Capitalized I nterest

Interest attributable to funds used to financeattguisition of new aircraft is capitalized as aditidnal cost of the related asset. Capitalizabbmterest ceases
when the asset is no longer being prepared famtiémded use or is ready for service.

Passenger Revenue Recognition

Tickets sold are initially deferred as “air traffiability.” Passenger revenue is recognized at time of depasioen transportation is provided. A nonrefundaiclest
expires at the date of scheduled travel and isgréized as revenue at the date of scheduled travel.

Customers may elect to change their itinerary pgadhe date of departure. A service charge issagskeand recognized on the date the change etémitand is
deducted from the face value of the original pusehgarice of the ticket, and the original ticketdm®es invalid. The amount remaining after deductiggservice charge is
called a credit shell which expires 60 days fromdhate the credit shell is created and can betoseatds the purchase of a new ticket and the Coypaither service
offerings. The amount of credits expected to exjgirecognized as revenue upon issuance of thé aredlis estimated based on historical experieBsgmating the
amount of credits that will go unused involves sdewvel of subjectivity and judgment.

The Company is also required to collect certairesaand fees from customers on behalf of governagencies and airports and remit these back toppkcable
governmental entity or airport on a periodic baslsese taxes and fees include U.S. federal tratetfmor taxes, federal security charges, airpors@ager facility charges,
and foreign arrival and departure taxes. Thesesitara collected from customers at the time theghmse their tickets, but are not included in pagserevenue. The
Company records a liability upon collection frone ttustomer and relieves the liability when paymenesremitted to the applicable governmental agem@&jrport.
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Notes to Financial Statements—(Continued)

Frequent Flier Program

Flown Miles.The Company records a liability for mileage credi#sned by passengers, including mileage creditsiémmbers with an insufficient number of mileage
credits to earn an award, under its FREE SPIRIGiamm based on the estimated incremental cost efging free travel for credits that are expectetvéaredeemed.
Incremental costs include fuel, insurance, secutititeting, and facility charges reduced by afneaste of fees required to be paid by the passempen redeeming the
award.

Original Affinity Card ProgramThe Company also sells mileage credits to compa@eicipating in the FREE SPIRIT program (or affircard program). Under
the original affinity card program, funds receiveaim the sale of mileage credits were accounte@s$ca multiple element arrangement and allocatechtarketing
component and a transportation component (mileeggits) using the residual method. The fair valfithe transportation component was deferred anolgrézed ratably
as passenger revenue over the estimated periddchtigportation was expected to be provided which esiimated at 16 months . The difference betweeifunds
received and the fair value of the transportatiemgonent was recognized in non-ticket revenueeatithe of sale as non-ticket marketing revenue. mhageting
component represented the Company’s compensatiarséoof its trademark, customer lists and placememarketing materials to encourage applicatmncfedit cards.
Because there were no undelivered elements otherttie mileage credits, the Company recorded thentes from the marketing component when funds weseived.
The Company also received bonuses from companiésipating in the FREE SPIRIT program that arevdn by the volume of the usage of the Company’bremded
credit cards. The Company recognized these borassesn-ticket revenue when payment was receivelégtone method) as the milestones are substantive.

During the fourth quarter of 2010, the Company deieed not to renew its agreement with the adrmiatst of the FREE SPIRIT affinity credit card pragr at the
scheduled expiration in February 2011. In connectidh that non-renewal, the Company entered intagreement with the former administrator regardiegtransition
of the program to a new provider and the remitténdbe Company of compensation due to the Comfiangard members obtained through the Company’«etig
services in the amount of $5.0 million , of which&million was recognized in the fourth quarte26f.0 and $0.4 million was recognized in the fipsarter of 2011.

New Affinity Card PrograniThe Company entered into a new affinity card progthaat became effective April 1, 2011. The agredmaelis for the marketing of a
co-branded Spirit credit card and the deliverywéed miles over the five -year contract term. A¢ thception of the arrangement, the Company eveduall deliverables
in the arrangement to determine whether they repteseparate units of accounting using the critsiaet forth in ASU No. 2009-13. The Company deiteed the
arrangement had three separate units of accourijricavel miles to be awarded, (ii) licensingbwfind and access to member lists, and (iii) adsiegiand marketing
efforts. Under ASU No. 2009-13, arrangement conatiten should be allocated based on relative gepinice. At inception of the arrangement, the Comypestablished
the relative selling price for all deliverablestthaalified for separation. The manner in which $k#ing price was established was based on arbleraf evidence that tt
Company considered. Total arrangement consideratasthen allocated to each deliverable on thestmdghe deliverable’s relative selling price. bmsidering the
hierarchy of evidence under ASU No. 2009-13, thenGany first determined whether vendor specific ofije evidence of selling price or third-party esticte of selling
price existed. It was determined by the Companyribiher vendor specific objective evidence ofiisglprice nor thirdparty evidence existed due to the uniqueness ¢
Company'’s program. As such, the Company develasdubst estimate of the selling price for all delables. For the award miles, the Company congideereimber of
entity-specific factors when developing the betsinegte of the selling price including the numbenafes needed to redeem an award, average fa@ngbarable
segments, breakage, restrictions, and other chéafge$icensing of brand and access to member tis¢sCompany considered both market-specific facod entity-
specific factors including general profit margieslized in the marketplace/industry, brand powexnket royalty rates, and size of customer basetteoadvertising
element, the Company considered market-speciftofa@nd entity-specific factors including, the Gmamy'’s internal costs (and fluctuations of costg)roviding
services, volume of marketing efforts, and oveadiertising plan. Consideration allocated basethenelative selling price to both brand licensamgl advertising
elements is recognized as revenue when earnedccearied in non-ticket revenue. Consideration atkxt#o award miles is deferred and recognized hatsbpassenger
revenue over the estimated period the transpontéiexpected to be provided which is estimatetbanonths . The Company used entity-specific astomgpcoupled
with the various judgments necessary to deterntieeselling price of a deliverable in accordancéwthie required selling price hierarchy. Changebhése assumptions
(e.g., cost of fare, number of miles to redeem dejanarketing plan, and approval rate of credidgpcould result in changes in the estimated gepinces. Determining
the frequency to reassess selling price for indigidleliverables requires significant judgment.e@¥die credits that expire under the terms of thefamyls policy or are
not likely to be redeemed are collectively referreas breakage. The Company estimates and reesgmieakage on its frequent flier miles in proportio actual mileage
redemptions, in accordance with the redemptiongeition method.
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Notes to Financial Statements—(Continued)

The following table illustrates total cash proceegtived from the sale of mileage credits andotintion of such proceeds recognized in revenue idiaely as
marketing component:

Cash proceeds from Portion of proceeds
sale of miles to non- recognized immediately as
airline third parties marketing component
Year Ended (in thousands)
December 31, 2012 $ 24,93t $ 20,99¢
December 31, 2011 20,95« 16,58(
December 31, 2010 20,74¢ 10,57¢

The total liability for future FREE SPIRIT awarddemptions and unrecognized revenue from the saigleige credits was $2.4 million and $3.7 millan
December 31, 2012 and 2011 , respectively. Thelsmdes are recorded as a component of air tradfidlity in the accompanying balance sheets.

Non-ticket Revenue Recognition

Non-ticket revenues are generated from air traglelted services for baggage, bookings through trepgany’s call center or third-party vendors, adeaseat
selection, itinerary changes and loyalty prograim-ticket revenues also consist of services netctly related to providing transportation suchtesFREE SPIRIT
affinity credit card program, $9 Fare Club, and st of advertising to third parties on Spirit'shgite and on board aircraft.

The following table summarizes the primary compas@ non-ticket revenue and the revenue recognitiethod utilized for each service or product:

Year Ended December 31,

Non-ticket revenue Recognition method 2012 2011 2010
(in thousands)

Baggage Time of departure $ 217,53t $ 168,29 $ 91,39:
Passenger usage fee Time of departure 149,57 71,75 47,36
Advance seat selection Time of departure 48,95¢ 42,11 32,51%
Service charges for changes and cancellaWhen itinerary is changed 27,76 25,927 23,12(
Other 91,76t 73,45( 48,90«
Non-ticket revenue $ 53559 $ 381,53t $ 243,29¢

Charges for services recognized at time of depaste initially recorded as a liability until tinoé departure. The passenger usage fee is chargédiets sold
through the Company’s primary sales distributioargiels, to cover the Company'’s distribution coBke primary sales distribution channels for whielsgenger usage
fees are charged include sales through the Compargbsite, sales through the third-party providdtiaenter, and sales through travel agents; thrag2my does not
charge a passenger usage fee for sales madespdsg ticket counters. Other non-ticket reveninetude revenues from other air related chargesedisas non-air related
charges. Other air related charges include optiserafices and products provided to passengersasuch-board products, travel insurance, and ugeed€ompany’s call
center or travel agents, among others. Non-aita@leharges primarily consist of revenues from dthiag on the Company’s aircraft and website, @mmpany’s $9 Fare
Club subscription-based membership program, an@tmpany’s FREE SPIRIT affinity credit card program

Airframe and Engine Maintenance

The Company accounts for heavy maintenance and magohaul and repair under the deferral methodrelfyethe cost of heavy maintenance and major oukrha
and repair is deferred and amortized based on ubamegh the next overhaul event.

Amortization of heavy maintenance and major ovelrbasts is charged to depreciation and amortizagigense and was $9.1 million , $2.6 million , &4d3
million for the years ended 2012 , 2011 , and 20H3pectively. During the years ended 2012 , 2Giid 2010 , the Company deferred $61.6 milliod2.$ million , and
$5.2 million , respectively, of costs for heavy ntahance. Accumulated heavy maintenance amortizatas $14.0 million , $4.9 million , and $2.3 nuhi for the years
ended 2012 and 2011 , and 2010
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Notes to Financial Statements—(Continued)

The Company outsources certain routine, non-heaiptenance functions under contracts that requyenent on a utilization basis, such as flight hoGrsts
incurred for maintenance and repair under flightrhmaintenance contracts, where labor and mateae risks have been transferred to the serviceiger, are
expensed based on contractual payment terms. el @osts for routine maintenance of the airfraar@sengines are charged to expense as performed.

The table below summarizes the extent to whichbpany’s maintenance costs are rate capped dlightohour maintenance contracts:

Year Ended December 31,

2012 2011 2010
(in thousands)

Flight hour-based maintenance expense $ 25,74¢ $ 21,97: $ 16,68!

Non-flight hour-based maintenance expense 23,71 12,04: 10,35:

Total maintenance expense $ 49,46( $ 34,017 $ 27,03t

Leased Aircraft Return Costs

Costs associated with returning leased aircrafaaceued when it is probable that a cash paymdhbeimade and that amount is reasonably estimalig accrual
is based on time remaining on the lease, planmethftiusages, and the provisions included in ¢asé agreement, although the actual amount duwgy tiessor upon
return will not be known with certainty until leasemination.

Aircraft Fuel
Aircraft fuel expense includes jet fuel and asdecidinto-plane” costs, taxes, oil, and all gainsl éosses associated with fuel hedge contracts.
Derivative | nstruments

The Company accounts for derivative financial imstents at fair value and recognizes them in thariza sheet in other current assets or other curabilities. For
derivatives designated as cash flow hedges, chandas value of the derivative are generally repd in other comprehensive income and are subségueclassified
into earnings when the hedged item affects earnifgsthe years ended 2012 , 2011 and 2@h6 Company did not hold derivative instrumehtst fualified as cash flo
hedges for accounting purposes. As a result, clsangbe fair value of such derivative contractsewecorded within aircraft fuel expense in theomepanying statemen
of operations. These amounts include both realigdas and losses and mark-to-market adjustmeriteedhir value of unsettled derivative instrumeattshe end of each
period.

Advertising

The Company expenses advertising and the productists of advertising as incurred. Marketing angeaising expenses were $2.4 million , $2.5 millicand$4.0
million for the years ended 2012 , 2011 and 20E3pectively.

Income Taxes

The Company accounts for income taxes using théditiamethod. The Company records a valuationva#loce to reduce the deferred tax assets reporteadséd on
the weight of the evidence, it is more likely thaot that some portion or all of the deferred tasets will be not realized.

I nterest Expense

Related-party interest expense incurred during 2@1 and 2010 was $0.0 million , $21.0 millicand $44.6 million , respectively, and consistdchprily of
paid-in-kind interest on tranche notes due to eelaiarties and preferred stock dividends due tdgdlparties. Non-related party interest expense@@012 , 2011 and
2010 was $1.4 million , $3.8 million and $5.7 natii, respectively.

Stock-Based Compensation

The Company recognizes cost of employee serviaesved in exchange for awards of equity instrumeated on the fair value of each instrument atigtie of
grant. Compensation expense is recognized oniglstilae basis over the period during which an &yee is required to provide service in exchangefoaward. The
Company has issued and outstanding
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restricted stock awards, stock option awards, amtbpnance share awards. Restricted stock awaedgadwed at the fair value of the shares on the digrant if vesting

is based on a service or a performance conditiorth& extent a market price was not availablefafresalue of stock awards was estimated usingseatinted cash flow
analysis based on management’s estimates of revenuen by assumed market growth rates, and esir@osts as well as appropriate discount ratess@ bstimates are
consistent with the plans and estimates that mamegeuses to manage the Company’s business. Theafae of share option awards is estimated ord#te of grant
using the Black-Scholes valuation model. The falue of performance share awards is estimated ghrthe use of a Monte Carlo simulation model. Set8 for
additional information.

Concentrations of Risk

The Company’s business has been, and may contirue, tidversely affected by increases in the prfiegrcraft fuel, the volatility of the price ofraraft fuel, or
both. Aircraft fuel was the Company’s single latgespenditure representing approximately 41% , 42#td 35% of total operating expenses in 2012 12@thd 2010 ,
respectively.

The Company’s operations are largely concentratéda southeast United States with Fort Lauderdaileg the highest volume fueling point in the spst&ulf
Coast Jet indexed fuel is the basis for a substiam@éjority of the Company’s fuel consumption. Adigruption to the oil production or refinery capggdn the Gulf Coast,
as a result of weather or any other disaster oupli®ns in supply of jet fuel, dramatic escalasam the costs of jet fuel, and/or the failure wélfproviders to perform
under fuel arrangements for other reasons could banaterial adverse effect on the Company’s fiighoondition and results of operations.

The Company’s operations will continue to be vudtide to weather conditions (including hurricanesseaor snow and severe winter weather), which cdigidipt
service, create air traffic control problems, daseerevenue, and increase costs.

Due to the relatively small size of the fleet amghtutilization rate, the unavailability of one miore aircraft and resulting reduced capacity cbialde a material
adverse effect on the Company’s business, resiuitparations, and financial condition.

The Company has three union-represented employgemgthat together represent approximately 5496286l of all employees at December 31, 2012 and 2011
respectively. A strike or other significant labasglite with the Company’s unionized employeeskislyi to adversely affect the Company’s ability tmduct business.
Additional disclosures are included in Note 15.

2. Recent Accounting Developmen

In May 2011, the FASB issued Accounting Standarpgddte No. 2011-04/Amendments to Achieve Common Fair Value MeasuresmenbDisclosure Requirements
in U.S. GAAP and International Financial Reporti&tandards (Topic 820)—Fair Value Measurem{&8U 2011-04). This ASU provides a consistent deéin of fair
value and ensures the fair value measurement anbbslire requirements are similar between GAAPIatginational Financial Reporting Standards. ASW12204
changes certain fair value measurement principidssahances the disclosure requirements partigutarLevel 3 fair value measurements. ASU 2011réiuires public
and non-public companies to disclose the unobse&nmputs that are significant to the fair valueasierement. Public companies are now required totiagvely
disclose the unobservable inputs used in their L2veeasurements. ASU 2011-04 provides exampléga@imation companies might provide to comply witie
disclosure requirements. The requirements incl(ijea description of the group responsible for atibn policies and procedures, to whom the groppnts and the types
of internal reporting procedures in place (e.geriaction between the group and risk managemethiecaudit committee to assess fair value measurtsinéd) a
description of the frequency and methods for catibn, back testing and other testing procedured tssevaluate pricing models; (3) a descriptiothefprocess for
analyzing changes in fair value measurements frenog to period; (4) a description of the methoslsdito evaluate pricing information provided bydkparty brokers o
pricing services; (5) a description of the methosied to develop and substantiate the unobservgtl¢si used in a fair value measurement; and (@yrative description
of the sensitivity of recurring Level 3 fair valageasurements to changes in the unobservable inpetk if changing those inputs would significamtffect the fair value
measurement. On January 1, 2012, the Company atiAfte 2011-04.

The adoption of ASU 2011-04 resulted in qualitativesentation changes to the Company's discloseli@ed to fair value measurements as disclosébbia 8.
These changes were primarily additional languagerding the Company's valuation policies and proceslincluding the frequency of valuation and tesbf valuation
models as well as the sensitivity of the Compamgslel to changes in unobservable inputs.

In December 2011, the FASB issued amendments toukting Standards Update No. 2011-Balance Sheet (Topic 210); Disclosures about QifgpAssets and
Liabilities (ASU 201141). The amendments in this update are designedtance disclosures by requiring improved inforamatibout financial instruments and deriva
instruments that are either
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(a) offset in accordance with certain right to sffteonditions prescribed by current accountingdgmice or (b) subject to an enforceable mastemgedtirangement or
similar agreement, irrespective of whether theyddiget in accordance with current accounting goéga The amendments to ASU 2011-11 will be effector the first
interim or annual period beginning on or after Jagu, 2013. Management does not expect the adoptidSU 2011-11 to have a material impact oniitaricial
statements.

3. Special Charges and Credit
Slot Transaction

In June 2012, the Company transferred four perntaaienarrier slots at Ronald Reagan National AitgfiDCA”) to another airline ("buyer") for $9.1 tifion in
cash, which the Company received in June. Due t& Feyulations, the buyer could not operate thesslottil written confirmation of the slot transfeachbeen received
from the FAA. In accordance with FAA's 80% “usdase” requirements, the Company continued to opaatfourslots through September 6, 2012. Due to the réismi
preventing operating use of the slots by buyergtiia of $9.1 million was fully deferred at the @rof the sale. The Company recognized the $9.1lomigain within
special charges (credits) in the third quarter@2, the period in which the FAA operating restoistlapsed and written confirmation of the slonster was received by
the buyer from the FAA.

Secondary Offering Costs

On July 31, 2012, certain existing stockholdergiaféd with Oaktree Capital Management ("Oaktressd an aggregate of 9,394,927 shares of comnock 8t an
underwritten public offering. The Company incureetbtal of $0.7 million in costs during the yeaded December 31, 2012, related to this offeringotpompletion of
this offering, investment funds affiliated with Qede owned no shares of common stock of Spiritited. The Company did not receive any proceeds fhisoffering.

Previously, on January 25, 2012, certain stockhieldéthe Company, including affiliates of Oaktee® Indigo Partners, LLC ("Indigo") and certain niers of the
Company's executive team, sold an aggregate 05260 shares of common stock in an underwrittdnlipoffering. The Company incurred a total of $i8lion in
costs between 2011 and 2012 related to this offeahwhich $0.5 million were incurred during theay ended December 31, 2012, offset by reimbursenfierm certain
selling shareholders of $0.6 million in accordandth the Fourth Amendment to the Second AmendedReslated Investor Rights Agreement. The Compathyali
receive any proceeds from this offering.

Initial Public Offering Costs

In June 2011, the Company issued and sold 15,60G/res of common stock in its initial public ofifgg (IPO). The Company incurred contract termioaitosts
and fees of $2.25 million in connection with th®IBuring the year ended December 31, 2011, whidhded $1.8 million paid to Indigo to terminate piofessional
services agreement with the Company and $0.5 mifimid to three individual, unaffiliated holderstbé Company’s subordinated notes.

4. Letters of Credit

In connection with agreements with certain airpatte Company is required to post letters of creuitich totaled $0.2 million as of both December 2212 and
2011 . The issuing banks require that the Compapysit funds at those banks to cover the amouatstiuld be drawn under the letters of credit. €fesds are
generally invested in money market accounts andlassified as long-term assets within deferredh@aaintenance and other long-term assets. Additipras of
December 31, 2012 , the Company had a $10.0 millieecured standby letter of credit facility, reyereting an off balance-sheet commitment, of whigi® $nillion had
been drawn upon for issued letters of credit.

5. Credit Card Processing Arrangement

The Company has agreements with organizationgtoaess credit card transactions arising from tirelmse of air travel, baggage charges, and otiodieay
services by customers. As it is standard in theaiindustry, the Company's contractual arrangeserth credit card processors permit them, unéetain circumstance
to retain a holdback or other collateral, which @@mpany records as restricted cash, when fututeaaiel and other future services are purchasadn&dit card
transactions. The required holdback is the pergentéthe Company's overall credit card salesitbatredit card processors hold to cover refundsugiomers if the
Company fails to fulfill its flight obligations.

During 2011, the Company amended its processingeagents with all of its processors. Prior to themadments, the credit card processors required ¢hgp@ny to
maintain cash collateral equal to approximately%@d the Company's air traffic liability. The amenents were approved in light of the Company's impdobalance
sheet as a result of the IPO, the related recigitadn and the elimination of the holdback heldthy credit card processors, effectively elimingtine
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Company's restricted cash balance, provided tlea€tmpany continues to satisfy certain liquiditg ather financial covenants. Failure to meet tleesenants would
provide the processors the right to reinstate dbaalk, resulting in a commensurate reduction oéstnicted cash. As of December 31, 2012 and 2€id Company
continued to be in compliance with its credit cardcessing agreements, and the processors weliadoblack $0 of remittances.

The maximum potential exposure to cash holdbacki&y¥ompany's credit card processors, based up@mee ticket sales and $9 Fare Club membershipt as
December 31, 2012 and 2011 , was $144.8 million®drid.2 million , respectively.

6. Accrued Liabilities
Accrued liabilities included in other current liites as of December 31, 2012 and 2011 consigtefollowing:
As of December 31,
2012 2011

(in thousands)
Federal excise and other passenger taxes anddgable $ 23,40 $ 17,81:

Aircraft maintenance 22,31¢ 7,81¢€
Salaries and wages 21,057 17,12¢
Airport expenses 16,02« 10,68:
Fuel 11,21¢ 87
Aircraft and facility rent 8,02( 7,20¢
Current portion of tax receivable agreement 7,987 27,39¢
Other 11,287 10,73(
Accrued liabilities $ 121,31 $  98,85¢

7. Common Stock and Preferred Stoc

The Company’s amended and restated certificatecoirporation dated June 1, 2011, authorizes thep@ognto issue up to 240,000,000 shares of comnuomh,st
$0.0001 par value per share, 50,000,000 sharesnefoting common stock, $0.0001 par value per stzareé 10,000,000 shares of preferred stock, $0.p80%alue per
share. All of the Company'’s issued and outstandimges of common stock and preferred stock areaiuhporized, validly issued, fully paid and nonesssmble. The
Company’s shares of common stock and non-votingneomstock are not redeemable and do not have ptaenmights.

Common Stock

Dividend Rights Holders of the Company’s common stock are endtiitereceive dividends, if any, as may be decl&ém@mu time to time by the Company’s board of
directors out of legally available funds ratablyttwshares of the Company’s non-voting common stsghject to preferences that may be applicableyalen
outstanding preferred stock and limitations undelalvare law.

Voting Rights Each holder of the Company’s common stock idledtio one vote for each share on all matters #t#xfrto a vote of the stockholders, including the
election of directors. The Company’s stockholdersidt have cumulative voting rights in the electidrdirectors. Accordingly, holders of a majoritf/tbe voting shares
are able to elect all of the directors properlyfapelection at any given stockholders’ meeting.

Liquidation. In the event of the Company'’s liquidation, disgimn or winding up, holders of the Company's comratock will be entitled to share ratably with
shares of the Company’s non-voting common sto¢keémet assets legally available for distributiostockholders after the payment of all of the Canys debts and
other liabilities and the satisfaction of any lidaiion preference granted to the holders of any thastanding shares of preferred stock.

Rights and PreferencedHolders of the Company’s common stock have nemgive, conversion, subscription or other rights] there are no redemption or
sinking fund provisions applicable to the Compargdsimon stock. The rights, preferences and priedegf the holders of the Company’s common stoclsabgect to
and may be adversely affected by, the rights ohtiiders of shares of any series of the Compangteped stock that the Company may designatedrittture.
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Non-Voting Common Stock

Dividend RightsHolders of the Company’s non-voting common stoakettitled to receive dividends, if any, as maylbelared from time to time by the
Company’s board of directors out of legally avadiafunds ratably with shares of the Company’s comistock, subject to preferences that may be appéda any then
outstanding preferred stock and limitations undelalvare law.

Voting RightsShares of the Company’s non-voting common stockatentitled to vote on any matters submitted vote of the stockholders, including the
election of directors, except to the extent requirader Delaware law.

Conversion RightsShares of the Company’s non-voting common statlke convertible on a share-for-share basis gimmon stock at the election of the holder
subject to the Company remaining in compliance &jiplicable foreign ownership limitations.

Liquidation.In the event of the Company'’s liquidation, dissimntor winding up, holders of the Company’s nating common stock will be entitled to share réi
with shares of the Company’s common stock in theamsets legally available for distribution to $tealders after the payment of all of the Compamigbts and other
liabilities and the satisfaction of any liquidatipreference granted to the holders of any thertanding shares of preferred stock.

Rights and Preferencelolders of the Company’s non-voting common stockehao preemptive, subscription or other rights, trede are no redemption or sinking
fund provisions applicable to the Company’s commtmtk. The rights, preferences and privileges efttblders of the Compars/tommon stock are subject to and me
adversely affected by, the rights of the holdershafres of any series of the Company’s prefermckshat the Company may designate in the future.

On December 7, 2011, the Company entered into ek Rstribution Agreement with Indigo Miramar LLGd its members. Pursuant to the Stock Distribution
Agreement 10,576,180 shares of outstanding comnock svere exchanged on a share-for-share basghéoes of non-voting common stock. As of Decemtie£812 ,
the number of outstanding non-voting common stk dlecreased to 1,669,205 . In February 2013f g#lleoremaining outstanding shares of non-votingiemn stock
were converted to voting shares in accordance thélStock Distribution Agreement.

Preferred Stock

The Company’s board of directors has the authoritihout further action by the Company’s stockhetdéo issue up to 10,000,000 shares of prefetoak sn one
or more series and to fix the rights, preferenpasileges and restrictions thereof. These rightsferences and privileges could include dividegtits, conversion rights,
voting rights, terms of redemption, liquidation ferences, sinking fund terms and the number ofesheonstituting any series or the designation of series, any or all
which may be greater than the rights of commonkstbhe Company’s issuance of preferred stock cadicersely affect the voting power of holders of awon stock and
the likelihood that such holders will receive diefdl payments and payments upon liquidation. Intaadithe issuance of preferred stock could haeeeffect of delaying,
deferring or preventing a change of control of @wmpany or other corporate action. As of DecemiieB812 and 2011 , there were no shares of prefstoek
outstanding.

Prior to the Company’s IPO and related recapitibreon June 1, 2011, there were issued and oulisigr1 00,000 shares of Class A preferred stoclg@shares of
Class B preferred stock, 20,848,847 shares of Glassnmon stock and 5,964,489 shares of Class Brammstock. In the recapitalization consummatedwred, 2011,
all shares of preferred stock and all notes natickwith the net proceeds received by the Comparlye IPO were exchanged for shares of common $toekcordance
with the Recapitalization Agreement. In additioacle share of Class B common stock was exchangemhéshare of common stock. See Note 18.

8. Stock-Based Compensatio

The Company has stock plans under which directdfisers, key employees, and consultants of the @omg may be granted restricted stock awards, siptkns
and other equity-based instruments as a mean®wofqgiing the Company’s long-term growth and profitgb The plans are intended to encourage parictp to
contribute to and participate in the success odbmpany.

The Company's board of directors adopted, and trepany's stockholders approved, the Amended anteds2005 Incentive Stock Plan, or the 2005 SRiak,
effective January 1, 2008. The total number ofshaf common stock authorized for issue pursuaaards granted under the 2005 Stock Plan was 280¢hares. Th
2005 Stock Plan provided for the grant of non-digalistock options, stock appreciation rights, ie#d stock, performance shares, phantom stoskjetd stock units
and other awards that are valued in whole or ihfpareference to the Company's stock.
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On May 9, 2011, the Company's board of directoop#atl, and the Company's stockholders approve@dbg Equity Incentive Award Plan, or 2011 Plandéin
the 2011 Plan, 3,000,000 new shares of common steckeserved for issuance pursuant to a variesyook-based compensation awards, including stptikms, stock
appreciation rights or SARs, restricted stock awarestricted stock unit awards, deferred stockrdsyalividend equivalent awards, stock payment dsvand
performance share awards and other stock-basedisyydns the number of shares remaining availaisléuture awards under our 2005 Stock Plan. Thebmurof shares
reserved for issuance or transfer pursuant to avander the 2011 Plan will be increased by the rurobshares represented by awards outstanding timel€ompany's
2005 Stock Plan that are forfeited or lapse unésedcand which, following the effective date of 2611 Plan, are not issued under the Company's itk Plan. No
further awards will be granted under the 2005 Stlei, and all outstanding awards will continuééogoverned by their existing terms. As of Decen#ier2012 and
December 31, 2011, 2,689,490 and 3,336,614 sbéthe Company’s common stock, respectively, remaiavailable for future issuance under the 20ah.PI

Restricted stock and restricted stock unit awardsalued at the fair value of the shares on the digrant if vesting is based on a service oefiopmance
condition. Granted shares and units vest 25% pear g each anniversary of issuance. Each restrittett unit represents the right to receive oneesbhicommon stock
upon vesting of such restricted stock unit. Compgas expense is recognized on a straight-linesbagér the requisite service period.

Stock option awards are granted with an exerciee mqual to the fair market value of the Compaigsimon stock at the date of grant, vest over years of
continuous service, and have ten -year contrateuals. The fair value of each stock option awarmstimated on the date of grant using the Blaclo®simodel. There
were no options granted during 2012. For optiomtgrduring 2011, the Company’s weighted averagenaggons for expected volatility, dividends, terand risk-free
interest rate were 46.25% , 0% , 6.25 years 2108% , respectively. For option grants during®@Ghe Company’s weighted average assumptionsdueated volatility,
dividends, term, and risk-free interest rate wekré% , 0% , 6.25 years and 2.12% , respectiEipected volatilities are based on the histoncdtility of a group of
peer entities within the same industry. The exgkttem of options is based upon the simplified rodftwhich represents the average of the vestimg éerd the
contractual term. The risk-free interest rate isdobon U.S. Treasury yields for securities witmteapproximating the expected term of the option.

Prior to the Company's IPO, to the extent a maskiee was not available, the fair value of the Camys common stock was estimated using a discouwask flow
analysis and market multiples, based on managesesiimates of revenue, driven by assumed markettigrates, and estimated costs as well as appteftiscount
rates. These estimates are consistent with the plaah estimates management uses to manage the @dsipasiness. Share-based compensation costliglad within
salaries, wages and benefits in operating expenghe accompanying statements of operations araliatad to $4.3 million , $0.5 million and $0.6 nailt for 2012 ,
2011, and 2010 respectively. During 2012 , 204rd 2010, there was $1.6 million , $0.2 million &@d4 million tax benefit recognized in income estively.

A summary of share option activity under the 20IdnRs of December 31, 2012 and changes duringeidieended December 31, 2012 is presented below:

Average
Weighted- Remaining Aggregate
Average Contractual Intrinsic
Number Exercise Term Value
of Shares Price ($) (Years) ($000)
Outstanding at December 31, 2011 312,00( )35 8.¢ 1,94¢
Exercised (57,72 8.1€
Forfeited or expired (6,62%) 9.74
Outstanding at December 31, 2012 247,65( 9.5¢ 8.C 2,01¢
Exercisable at December 31, 2012 70,90( 9.2¢ 7.9 59¢
Vested or Expected to Vest at December 31, 2012 238,93. 9.5€ 8.C 1,951

There were no options granted during the year ebdm@mber 31, 2012 . The weighted-average fairevafioption awards granted during the years ended
December 31, 2011 and 2010 was $5.73 , and $4e@¥pectively. The total intrinsic value of sharé¢iams exercised during the years ended Decemb&@P and 2011
was $0.7 million and $0.2 million , respectivel\héFe were no options exercised during the yearceBéeember 31, 2010 . The total fair value of shaested during the
years ended December 31, 2012 , 2011 and 20100u4sriilion , $0.3 million and $0.2 million , resgesely.
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A summary of the status of the Company’s restristedk shares (restricted stock awards and resdrtbck unit awards) as of December 31, 2012 hadges
during the year ended December 31, 2012 is predériew:

Weighted-Average
Grant Date Fair Value
Number of Shares

Outstanding at December 31, 2011 271,99¢ 1.4
Granted 391,41¢ 20.01
Vested (197,61) 2.67
Forfeited (16,175 4.7¢
Outstanding at December 31, 2012 449,62 16.92

The weighted-average fair value of restricted sigreinted during the years ended December 31, 281.2@10 was $20.01 and $6.39 , respectively. TWaeno
restricted stock granted during the year ended mbee 31, 2011 . The total fair value of restricséatk shares vested during the years ended Dece&hp2612 , 2011
and 2010 was $3.9 million , $3.2 million , and $&®lion respectively.

As of December 31, 2012 and December 31, 201Te thas $6.8 million and $1.3 million , respectivady total unrecognized compensation cost related t
nonvested restricted stock and options expectbe t@cognized over a weighted-average period ofé&ats and 2.6 years , respectively.

Performance Share Awards

During 2012 , the Company granted certain senigetlexecutives restricted stock units that vesetas market and service conditions as part ohg-term
incentive plan, which are referred to herein asguerance share awards. The number of shares of constock underlying each award is determined aétfteof a three-
year performance period. In order to vest, thewdavel executive must still be employed by therpany, with certain contractual exclusions, atehd of the
performance period. At the end of the performarenéog, the percentage of the stock units that wei#it will be determined by ranking the Companytaltehareholder
return compared to the total shareholder returt2gbeer companies. Based on the level of performydretween 0% and 200% of the award may vest. i@@idaysafter
vesting, the shares underlying the award will Iseésl to the participant. In the event of a changmntrol of the Company or the disability or deatla participant, the
payout of any award is limited to a pro-rated mortof such award based upon a performance assesgriwerio the change-in-control date or date sBdility or death.

The market condition requirements are reflectethéngrant date fair value of the award, and thepmmmation expense for the award will be recognamstiming the
the requisite service is rendered regardless oftvenehe market conditions are achieved.

The grant date fair value of the performance sham@rds was determined through the use of a Monti® Gianulation model, which utilizes multiple inpwriables
that determine the probability of satisfying therke condition requirements applicable to each dvearfollows:

Weighted-Average at Grant

Date
Expected volatility factor 0.3¢
Risk free interest rate 0.4 %
Expected term (in years) 2.7z
Expected dividend yield — %

At the time of the performance share award grahesCompany had been public for less than one ysasuch, the volatility was based upon a weightetage of
the volatility for the Company and the most recasiftility of its peers. The peer group used tauklte volatility is consistent with the group usedthe traditional
employee stock options. The Company chose to sterttial volatility to value these awards becaustolical stock prices were used to develop theetation
coefficients between the Company and each of tee gampanies within the peer group in order to rhetiek price movements. The volatilities used wealeulated ove
the most recent period, which was the remaining tefrthe performance period at the date of graheé fisk-free interest rate was based on the impfield available on
U.S. Treasury zero-coupon issues with remainings$ezquivalent to the remaining performance pefite Company does not intend to pay dividends ocoitsmon
stock in the foreseeable future. Accordingly, tlemPany used a dividend yield of zero in its model.
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The following table summarizes the Company’s penfamce share awards for the year ended Decemb20382

Weighted-Average Fair Value

Number of Awards at Grant Date ($)
Outstanding at December 31, 2011 — —
Granted 280,90° 20.3(
Vested — —
Forfeited — —
Outstanding at December 31, 2012 280,90 20.3(

As of December 31, 2012 , there was $6.9 milliototdl unrecognized compensation cost related timpeance share awards. The unrecognized cospisoéed to
be recognized over two years.

9. Net Income per Shart
The following table sets forth the computation aéic and diluted earnings per common share:

Year Ended December 31,

2012 2011 2010
(in thousands, except for share and per share amots)

Numerator

Net income $ 108,46( $ 76,44¢  $ 72,481
Denominator

Weighted-average shares outstanding, basic 72,38¢ 53,24: 26,18¢
Effect of dilutive stock awards 20t 274 50€
Adjusted weighted-average shares outstandingedilut 72,591 53,561¢ 26,69(
Net Income per Share

Basic earnings per common share $ 15C $ 144 $ 2.77
Diluted earnings per common share $ 1.4¢ $ 1.4 $ 2.72

As of December 31, 2012 , there were 88 thousatidldutive stock awards excluded from the compiatabf diluted earnings per common share. As of
December 31, 2011 , there were 70 thousand antihgkl awards excluded from the computation of @itieéarnings per common share.

10. Debt, RelatedParty Transactions and Other Obligations

In connection with the closing of the IPO, the Camy consummated the transaction contemplated bRReleapitalization Agreement on June 1, 2011, which
resulted in the repayment or exchange for commaeksif all of the Company’s notes and preferredlst&ee Note 18. As of December 31, 2012 and 2€dre was no
outstanding long term debt, long term obligationsutstanding amounts due to related parties.

The Company has a line of credit for $18.6 millaord $8.6 million related to corporate credit caafsyvhich the Company had drawn $3.2 million and4$aillion
as of December 31, 2012 and 2011 , respectively.

In addition, the Company has lines of credit withuicterparties to the Company's jet fuel derivatinethe amount of $18.0 million as of December&112 . Of the
$18.0 million in lines of credit, $5.0 million ig@vided exclusively for jet fuel derivatives, $10rlilion is provided exclusively for physical fuetlivery, and the
remaining $3.0 million is provided for either pugeo As of December 31, 2012 , the Company had d#r? million for physical fuel delivery and hadtmrawn on the
remaining lines. As of December 31, 2011 , the Camythad lines of credit with counterparties in dineount of $8 million exclusively for jet fuel deatives. As of
December 31, 2011 , the Company had not drawneiirtbs of credit. The Company is required to podiateral for any excess above the lines of criétlite derivatives
are in a net liability position and make periodayments in order to maintain an adequate undrawtopdor physical fuel delivery.
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The Company'’s principal stockholders provided dere@nsulting services to the Company for a managefee of $0.8 million in 2010 . For the year ethde
December 31, 2011 , the Company expensed $0.2mikilated to these consulting services. There nemmanagement fees paid in 2012 .

11. Leases and Prepaid Maintenance Depos

The Company leases various types of equipment eopepty, primarily aircraft, spare engines and aitfacilities under leases, which expire in vasgears
through 2032 . Lease terms are generally 3 to aBsyfer aircraft and up to 20 years for other ldasguipment and property.

Total rental expense for all leases charged toatipsrs for the years ended 2012 , 2011 , and 2GK0$472.4 million , $139.1 million , and $122.7 it ,
respectively. Total rental expense charged to d¢pexafor aircraft and engine operating leasesHeryears ended December 31, 2012 , 2011 , andv284®143.6
million , $116.5 million , and $101.3 million , r@sctively.

Some of the Company’s master lease agreementgprthvat the Company pays maintenance reservesctafaiessors to be held as collateral in advaridcbe
Company’s required performance of major maintenatiities. Some maintenance reserve paymentixaa contractual amounts, while others are basedatual
flight hours. Fixed maintenance reserve paymentthgse aircraft and related flight equipment, idahg estimated amounts for contractual price esicals, will be
approximately $10.3 million in 2013, $10.6 milliom2014 , $11.0 million in 2015, $11.4 million 2016 , $11.1 million in 2017 , and $40.4 million2018 and beyond .
These lease agreements provide that maintenarewessare reimbursable to the Company upon coroplefithe maintenance event in an amount equalketdesser of
(1) the amount of the maintenance reserve helthé@yessor associated with the specific maintenameat or (2) the qualifying costs related to thecsfic maintenance
event. Substantially all of these maintenance vespayments are calculated based on a utilizatieasore, such as flight hours or cycles, and are slely to
collateralize the lessor for maintenance time rifithe aircraft until the completion of the maingte of the aircraft.

At lease inception and at each balance sheettti@t€ompany assesses whether the maintenancea@sgmwents required by the master lease agreemrents
substantively and contractually related to the tesiance of the leased asset. Maintenance reseyweepts that are substantively and contractualiteel to the
maintenance of the leased asset are accounted foaiatenance deposits. Maintenance deposits experbe recovered from lessors are reflectedegsat maintenance
deposits in the accompanying balance sheets. Whenat probable the Company will recover amowutsently on deposit with a lessor, such amourgseapensed as
supplemental rent. As of December 31, 2012 and 2€d4 Company had aircraft maintenance depositd 8.5 million and $168.8 million , respectivedyy its balance
sheets of which $76.1 million and $48.2 milliorespectively, are included within other current &ssa its balance sheets. The Company has concthdethese prepaid
maintenance deposits are probable of recovery pitinttue to the rate differential between the maireince reserve payments and the expected cobefezltited next
maintenance event that the reserves serve toellate.

The Company’s master lease agreements also prthatlenost maintenance reserves held by the lessloe @xpiration of the lease are nonrefundabtééo
Company and will be retained by the lessor. Consetlyy any usage-based maintenance reserve payafesitshe last major maintenance event are nattanbvely
related to the maintenance of the leased assaharefore are accounted for as contingent rent.ddrapany accrues for contingent rent beginning whbacomes
probable and reasonably estimable the Companyngilir such nonrefundable maintenance reserve pagmieime Company makes certain assumptions at tieption of
the lease and at each balance sheet date to detetimei recoverability of maintenance deposits. &lassumptions are based on various factors suble astimated time
between the maintenance events, the date thefaircthue to be returned to the lessor, and thebmurof flight hours the aircraft is estimated toutiéized before it is
returned to the lessor. The Company expensed $#i6m $1.5 million , and $0.0 million as supplemtal rent during 2012 , 2011 , and 2010 , respelgtiMaintenance
reserves held by lessors that are refundable t€dmepany at the expiration of the lease are aceaufior as prepaid maintenance deposits on the ¢talstreet when they
are paid.

At December 31, 2012 , the Company had its entet bf 45 aircraft and eiglspare engines financed under operating leasederitie term expiration dates ranc
from 2016 to 2024 . Five of the leased aircraftehaariable rent payments, which fluctuate basedhamges in LIBOR (London Interbank Offered Ratd)e Tompany
has the option to renew 17 of the leases for thyear periods with contractual notice requiredhia 10 th year. 16f the aircraft leases and all of the engine leasze the
result of sale-lease-back transactions. Deferr@usga losses from sale-lease-back transactionaracetized over the term of the lease as a reduatioent or additional
rent, respectively. Losses are deferred when thedéue of the aircraft or engine is higher thia price it was sold for, in substance, a prepaymerent. A loss on
disposal is recorded at the time of sale for treees of the carrying amount over the fair valuthefaircraft or engine. The costs of returningraiitdo lessors, or lease
return conditions, are accounted for in a mannailai to the accounting for contingent rent. Thessts
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are recognized over the remaining life of the lessaircraft hours accumulate, beginning from itne tvhen the Company determines it is probable sosks will be
incurred and can generally be estimated. Such atgircosts exclude the costs of maintenance etreaitare covered by reserves on deposit with tleeaat lessor, or
routine maintenance costs that are recorded inter@nce expense.

During 2012 , the Company entered into sale arseleack transactions with third-party aircraft lesdor the sale and leaseback of seven Airbus As20aft that
resulted in deferred losses of $5.0 million , whéeh included in deferred heavy maintenance aner dhg-term assets within the balance sheet. Eheried losses will
be recognized as rent expense on a straight-lisie baer the term of the respective operating keaBlee Company had agreements in place prior tdelieery of these
aircraft which resulted in the settlement of thechase obligation by the lessor and the refund46t%million in pre-delivery deposits from Airbuarthg 2012. The
refunded pre-delivery deposits have been discloséte statement of cash flows as investing a@isitvithin pre-delivery deposits, net of refundsatdition, the
Company entered into sale and leaseback transagiiiin third-party lessors for the sale and leasklod two V2500 IAE International Aero Engines A@gines. Cash
outflows related to the purchase of the engine len disclosed in the statement of cash flowewassting activities within purchases of propertd aquipment and the
cash inflows from the sale of the engine as finageictivities within proceeds received on saleddzck transactions. All of the leases from thede and leaseback
transactions are accounted for as operating lebisgier the terms of the lease agreements, the Qompidl continue to operate and maintain the aiftci@ayments under
the lease agreements are fixed for the term oledge. The lease agreements contain standard &ionirevents, including termination upon a breadne Company's
obligations to make rental payments and upon amgrahaterial breach of the Company's obligatiordeuthe leases, and standard maintenance and ogtodition
provisions. Upon a termination of the lease due lweach by the Company, the Company would beelifidsl standard contractual damages, possibly inojudamages
suffered by the lessor in connection with remarigethe aircraft or while the aircraft is not lease@nother party.

Future minimum lease payments under noncancelg@ielmting leases with initial or remaining term&itess of one year at December 31, 2012 were law/fol

Operating Leases

Aircraft

and Spare Engine Property Total Operating

As of December 31, Leases Facility Leases Leases

(in thousands)

2013 $ 152,55¢ $ 15,79¢ $ 168,35
2014 152,57! 13,96¢ 166,53¢
2015 152,96: 11,95¢ 164,91¢
2016 152,80: 7,558 160,35
2017 131,84¢ 3,77¢ 135,62¢
2018 and thereafter 358,31( 20,717 379,02°
Total minimum lease payments $ 1,101,05 $ 73,77C $ 1,174,82

12. Financial Instruments and Risk Managemen

As part of the Company’s risk management prograsGompany from time to time uses a variety ofrfgial instruments to reduce its exposure to fluibums in
the price of jet fuel. The Company does not holéssue derivative financial instruments for tradmgposes.

The Company is exposed to credit losses in thet@feronperformance by counterparties to thesenfir@ instruments. The Company periodically reviems seek
to mitigate exposure to the financial deteriorato nonperformance of any counterparty by momitpthe absolute exposure levels, each counterparidit ratings,
and the historical performance of the counterparédating to hedge transactions. The credit exposlated to these financial instruments is liohie the fair value of
contracts in a net receivable position at the rémgpdate. The Company also maintains securityeagests that require the Company to post collatetla value of
selected instruments falls below specified markatrket thresholds.

The Company records financial derivative instruraettfair value, which includes an evaluation eamimterparty's credit risk. Fair value of the instents is
determined using standard option valuation models.

Management chose not to elect hedge accountingydexivative instruments entered into during 202011 , and 2010 and, as a result, changes ifaithealue of
these fuel hedge contracts are recorded each paractraft fuel expense.
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The following table summarizes the components mfraft fuel expense for the years ended Decemhe2@®I2 , 2011 and 2010 :

Year Ended December 31,

2012 2011 2010
(in thousands)
Into-plane fuel cost $ 47154. $ 392,27¢ $ 251,75«
Settlement losses (gains) 17t (7,436 (1,487
Unrealized mark-to-market losses (gains) 4€ 3,20¢ (2,06%)
Aircraft fuel $ 471,760 $ 388,04t $ 248,20t

All realized gains and losses are reflected instagements of cash flows in cash flow from opegpéiativities.

As of December 31, 2012 and 2011 , the Companyueldedges using U.S. Gulf Coast jet fuel collesshe underlying commodity. As of December 31,20the
Company had agreements in place to protect 7.8mijallon s or approximately 5% of its 2013 amptatied fuel consumption at a weighted-average gedlimd floor price
of $3.09 and $2.84 per gallon , respectively. ADetember 31, 2011 , the Company had agreemeptada to protect 13.5 million gallon s or approxieta 9% of its
2012 anticipated fuel consumption at a weightedaye ceiling and floor price of $2.99 and $2.81gmlon , respectively.

13. Defined Contribution 401(k) Plar

The Company sponsors three defined contributiorfld@lans,Spirit Airlines, Inc. Employee Retirement SavingmRfirst plan),Spirit Airlines, Inc. Pilots’
Retirement Savings Plisecond plan), anfpirit Airlines, Inc. Puerto Rico Retirement SawiRjan(third plan). The first plan was adopted on Febyuar1994.
Essentially, all employees that are not coverethbypilots’ collective bargaining agreement, wheéat least one year of service, have worked at 800 hours during
the year, and have attained the age of 21 maycjgate in this plan. The Company may make a Qealibiscretionary Contribution, as defined in tharmplor provide
matching contributions to this plan. Effective Jtly2007, the Company amended this plan to chdmgsdrvice requirement to 60 days and providedhaiching
contribution to the plan at 50% of the employe@stdbution up to a maximum employer contributidr886 of the employee’s annual compensation.

The second plan is for the Company’s pilots, anttaiaed the same service requirements as thefastand was amended effective July 1, 2007, toghshe
service requirements to 60 days and having attalmedge of 21 . The Company matches 100% of théspcontribution, up to 8% of the individual pile annual
compensation Both the first and the second plans are subjettteé@nnual IRS elective deferral limit, which wds $housand for 2012.

The third plan is for all Company employees regidmPuerto Rico and was adopted on April 16, 20@ntains the same amended service requirenasrttee firs
and second plans. For pilots participating in ther®b Rico plan, the Company matches 100% of traitribution, up to 8% of the individual pilot'sraral compensation,
but subject to the annual Puerto Rico pre-tax ilecteferral limit, which was $13 thousand for 20E@r all other employees participating in the Ru&ico plan, the
Company provides for matching contribution to thenpat 50% of the employee's contribution up toaximum employer contribution of 3% of the emplogesinual
compensation.

Matching contributions made to all plans were $8ilion , $4.9 million and $4.8 million in 2012 P21 and 2010 , respectively, and were includediwghlaries,
wages and benefits in the accompanying stateménojsenations.
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14. Income Taxe:
Significant components of the provision for incotages from continuing operations are as follows:
For the Years Ended December 31,

2012 2011 2010

(in thousands)

Current:
Federal $ 32,65¢ $ 1,86¢ $ 25€&
State and local 3,25( 74 68
Foreign 962 262 18¢
Total current expense 36,86¢ 2,20: 51t
Deferred:
Federal 27,87( 42,14¢ (48,939
State and local 1,38t 2,032 (3,877
Total deferred expense (benefit) 29,25t 44,18( (52,81
Total income tax expense (benefit) $ 66,12: $ 46,38: $ (52,29¢)

The reconciliation of income tax expense computdtiefederal statutory tax rates to income taeesp from continuing operations is as follows:

For the Years Ended December 31,

2012 2011 2010
(in thousands)

Expected provision at federal statutory tax rate $ 61,10: $ 42,99. $ 7,06z
State and foreign tax expense, net of federal litenef 3,72¢ 2,25¢ 413
Interest and dividend on preferred stock — 71C 1,612
Change in valuation allowance — — (65,249
Meals and entertainment 64¢ 46¢ 31t
Fines and penalties 84 (36) 9
Federal credits — (20%) (15€)
Adjustment to deferred tax assets and liabilities 3 3 3,48¢
Other 564 10C 211
Total income tax expense (benefit) $ 66,12: $ 46,38: $ (52,29¢)
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At December 31, 2012 and 2011 , the significantpoments of the Company's deferred taxes consistin dollowing:

December 31,
2012 2011

(in thousands)
Deferred tax assets:

Net operating loss $ 83 $ 6,23¢
Deferred loss — 1,44(
Deferred revenue 5,82¢ 5,98¢
Federal tax credits — 3,17¢
Nondeductible accruals 6,74¢ 5,452
Other 1,07z 30¢€
Gross deferred tax assets 13,72¢ 22,59:
Deferred tax assets, net 13,72¢ 22,59:
Deferred tax liabilities:
Capitalized interest (1,125 (2,047
Deferred gain (364) —
Fuel hedging (97) (11%)
Accrued engine maintenance (29,49) (10,237
Property, plant, and equipment (3,27)) (2,575
Gross deferred tax liabilities (34,359) (13,96%)
Net deferred tax assets (liabilities) $ (20,626 $ 8,63(
Deferred taxes included within:
Assets:
Other current assets $ 1259. $ 20,73¢
Liabilities:
Other long-term liabilities (33,21¢) (12,109

In assessing the realizability of the deferredassets, management considered whether it is nialg than not that some or all of the deferredaasets would be
realized. In evaluating the Company's ability titiz€ its deferred tax assets, it considered &lilable evidence, both positive and negative, temheining future taxable
income on a jurisdiction by jurisdiction basis.

Based on the expectation of future taxable incdheavailability of reversing deferred tax liabés, combined with achieving sustained profitapilihanagement
determined that, as of December 31, 2010 , alh®Gompany's deferred tax assets would be redlizictable years after 2010. Based on this deteatioin the Company
eliminated its valuation allowance, which resultea reduction to the valuation allowance of $&®iftion , the recognition of a deferred tax benefit52.8 million , and
a total income tax benefit of $52.3 million for theriod ending December 31, 2010 .

At December 31, 2011, the Company had availabléefieral income tax purposes an alternative mininaxr(“AMT”") credit carryforward of approximately3&
million , and net operating loss (“NOL”) carryforvels for federal income tax purposes of $20.8 millidhe Company's NOL carryforwards at Decembe2811
included an unrealized benefit of approximatelys$8illion related to share-based compensationwaatrecorded in equity during 2012. In accordanitie ASC 718,
excess tax benefits are only recognized in thenfirzd statements upon actual realization of thateel tax benefit, which occurred in 2012 uponazstion of the remaining
NOLs and AMT credit carryforwards during the ye

The Company has fully utilized its AMT credit cdioywards of approximately $3.2 million and NOL gdarwards of approximately $20.8 million againsdéeal
taxable income as of December 31, 2012 . The Coynipas state NOL carryforwards of approximately $8illion which can be used to offset future state taxatderire
State net operating losses begin to expire in 2017.

During 2012 the Company recorded a foreign taxitdb1.0 millionagainst its 2012 federal income tax liability whiehs fully utilized during the year. Previou
the Company deducted income taxes paid in foredgmiries in arriving at federal taxable income.

80




Notes to Financial Statements—(Continued)

On January 25, 2012, the Company experienced &gubst ownership change under the principles of§B&, as a result of the secondary offering oedim
more detail in Note 3. Although the Company wagexttto the limitations of IRC 8382 on the utilizat of its NOL and the tax credit carryforward2@12, the limitatio
was sufficiently in excess of the tax attributergnrwards to allow complete utilization during tiear.

The Company accrues interest related to unrecogtézebenefits in its provision for income taxesd @any associated penalties are recorded in sefjiemeral and
administrative expenses.

The Company files its tax returns as prescribethbytax laws of the jurisdictions in which it opess The Company's tax years from 2005 through 204 till
subject to examination in the United States dugetmperating loss carryovers generated in suctsy¥arious state and foreign jurisdiction tax ywemain open to
examination and the Company was under examinatigeiitain jurisdictions during 2012 the outcoméhafse audits were immaterial to the financial statets. The
Company believes that the effect of any additi@saslessment(s) will be immaterial to its financiatements.

15. Commitments and Contingencie

Aircraft-Related Commitments and Financing Arrangements

The Company’s contractual purchase commitmentsistoymsmarily of aircraft and engine acquisitiomsdugh manufacturers and aircraft leasing compafie®f
December 31, 2012 , firm aircraft orders with Aistand a third party consisted of 106 A320 famitgraift ( two used A319 aircraft, 5f the existing A320 aircraft mod
and 50 A320 NEOs) and engine orders with Internafidero Engines consisted of three spare V2500I&&rnational Aero Engines AG engines. Aircraft acheduled
for delivery from 2013 through 2021 , and spareieegare scheduled for delivery from 2013 through3. Committed expenditures for these aircraft@fated flight
equipment, including estimated amounts for contr@gbrice escalations and pre-delivery payments$ beiapproximately $323 million in 2013 , $354 fioih in 2014 ,
$523 million in 2015, $505 million in 2016 , $6&8llion in 2017 and $2,339 million in 2018 and bey .

Litigation

The Company is subject to commercial litigatiornimkand to administrative and regulatory proceeslengd reviews that may be asserted or maintaied ime to
time. The Company believes the ultimate outcomguch lawsuits, proceedings and reviews will nadjviidually or in the aggregate, have a materialemse effect on its
financial position, liquidity or results of operaitis.

Employees

The Company has three union-represented emplogemgthat together represent approximately 54% efh@ployees at December 31, 2012 and 52% of all
employees at December 31, 2011 . The table belanvf@eh the Company's employee groups and stdtileaollective bargaining agreements.

Employee Groups Representative Amendable Date
Pilots Air Line Pilots Association, International (ALPA) August 2015
Flight Attendants Association of Flight Attendants (AFA-CWA) August 2007
Dispatchers Transport Workers Union (TWU) July 2012

The collective bargaining agreement between thegamy and the Company’s pilots represents 22% o€trepany’s employees as of December 31, 2012 .

The collective bargaining agreement between thefamy and the Company’s flight attendants represgppisoximately 31% of the Company’s employees as of
December 31, 2012 . The Company and the AFA-CWAcareently in negotiations to reach a new colleztdargaining agreement.

The collective bargaining agreement between thefg@aom and its dispatchers represents approximalpfithe Company’s employees as of December 312 201

The Company is self-insured for health care cldonligible participating employees and qualifdebendent medical claims, subject to deductiblediamitations.
The Company’s liabilities for claims incurred buitmeported are determined based on an estimakte afitimate aggregate liability for claims incudr@he estimate is
calculated from actual claim rates
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and adjusted periodically as necessary. The Compasyccrued $1.9 million , $2.0 million , and $&illion for health care claims as of December3112 , 2011 and
2010, respectively.

Other

The Company is contractually obligated to pay til¥ving minimum guaranteed payments to the pravafets reservation system as of December 31, 2GR21
million in 2013, $3.7 million in 2014 , $3.7 midih in 2015 , $3.7 million in 2016 , $3.7 million 2017 and $2.5 million in 2018 and thereafter .

The Company entered into a Tax Receivable Agree(fi€RA”) with the Company's Pre-IPO Stockholders @efined in the TRA) that became effective
immediately prior to the consummation of the IP@atcordance with the TRA, the Company paid $27lom, including $0.3 million of applicable intest, in the
second quarter of 2012. See Note 18.

16. Fair Value Measurement:

Under ASC 820Fair Value Measurements and Disclosuresclosures are required about how fair valugeiermined for assets and liabilities, and a haérafor
which these assets and liabilities must be groipedtablished, based on significant levels of ispas follows:

Level 1—Quoted prices in active markets for identical &sse liabilities.

Level 2—Observable inputs other than Level 1 prices ssctjuted prices for similar assets or liabilitigsoted prices in markets that are not active; loeoinputs
that are observable or can be corroborated by waisker market data for substantially the full terhthe assets or liabilities.

Level 3—Unobservable inputs that are supported by littlammarket activity and that are significant te fair value of the assets or liabilities.

Fair value is defined as the exchange price thadvioe received for an asset or paid to transfiatéity (an exit price) in the principal or moatlvantageous mark
for the asset or liability in an orderly transantimetween market participants on the measureméait e Company utilizes several valuation techedgn order to assess
the fair value of the Company'’s financial assets leabilities. The Company fuel derivative contracts, which primarily congi§ costless collar contracts, are valued u
energy and commodity market data, which is derlyedombining raw inputs with quantitative modelsl @amocesses to generate forward curves and vokili

The Company utilizes the market approach to medairealue for its financial assets and liabitie'he market approach uses prices and other relenfarmation
generated by market transactions involving idehtic@omparable assets or liabilities.

Assets and liabilities measured at fair value oacarrring basis are summarized below:

Fair Value Measurements as of December 31, 2012

Level Level Level
Total 1 3
(in millions)
Cash and cash equivalents $ 4166 $ 4168 $ — $ —
Option contracts 0.2 — — 0.2
Total assets $ 4177 $ 4168 $ — $ 0.2
Total liabilities $ — $ — $ — $ —
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Fair Value Measurements as of December 31, 2011

Level Level Level
Total 1 2 3
(in millions)
Cash and cash equivalents $ 343: $ 3431 % — $ —
Option contracts 1.C — — 1.C
Total assets $ 344 $ 3431 $ — $ 1.C
Option contracts 07 $ — $ — $ 0.7
Total liabilities $ 0.7 $ — $ — $ 0.7

Cash and cash equivalents at December 31, 201Rereber 31, 2011 are comprised of liquid moneykatdunds and cash. The Company maintains cash with
various high-quality financial institutions. The @pany had no transfers of assets or liabilitiesvbet any of the above levels during the years eBasgmber 31, 2012
and 2011 .

The Company did not elect hedge accounting on &ttyeoderivative instruments, and as a result, gharin the fair values of these fuel hedge corgract recorded
each period in fuel expense. Fair values of theungents are determined using standard option tialuenodels. The Company also considers counterpiak and its
own credit risk in its determination of all estiradtfair values. The Company offsets fair value am®uvecognized for derivative instruments execwh the same
counterparty under a master netting arrangemeiet.Cdmpany determines the fair value of fuel deneadption contracts utilizing an option pricing de based on
inputs that are either readily available in pulbfiarkets or can be derived from information ava#ahlpublicly quoted markets. The Company has stesily applied
these valuation techniques in all periods preseateldbelieves it has obtained the most accuravenétion available for the types of derivative cants it holds.

Due to the fact that certain inputs utilized toedstine the fair value of aircraft fuel derivative® unobservable (principally implied volatilityhe Company has
categorized these derivatives as Level 3. Impligdtility of an option contract is the volatilityf the price of the underlying that is implied byetmarket price of the
option based on an option pricing model. Thuss thie volatility that, when used in a particulacimg model, yields a theoretical value for theioptequal to the current
market price of that option. Implied volatility farward-looking measure, differs from historicalafility because the latter is calculated from kmopast returns. At each
balance sheet date, the Company substantiateddareisaunobservable inputs. The Company routingdgsses the valuation model's sensitivity to ctaimgienplied
volatility. Based on the Company's assessmenteo¥dfuation model's sensitivity to changes in iegholatility, it noted that holding other inputsnstant, a significant
increase (decrease) in implied volatility woulduleén a significantly higher (lower) determinatiof fair value measurement for the Company's diréual derivatives.

The Company's Valuation Group is made up of indigld from the Company's Risk Management, TreasulyGorporate Accounting departments. The Valuation
Group is responsible for the Company's valuatidicigs, procedures and execution thereof. The Carylpa/aluation Group reports to the Company's Chiréncial
Officer and Audit Committee who approve all derivattransactions. The Valuation Group comparesébealts of the Company's internally developed winanethods
with counterparty reports at each balance sheetatat assesses the Company's valuation methodsdiarateness and identifies any needs for modiitat
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The following table presents the Company’s actifdtyassets measured at fair value on a recurmsgstusing significant unobservable inputs (Leyel 3

Fuel Derivatives

(in millions)
Balance at January 1, 2010 $ 14
Total realized or unrealized gains (losses) indlidesarnings, net 3.k
Settlements, net (2.9
Balance at December 31, 2010 3.k
Total realized or unrealized gains (losses) indlidesarnings, net 4.2
Settlements, net (7.9
Balance at December 31, 2011 0.8
Total realized or unrealized gains (losses) indlidesarnings, net (0.2
Settlements, net 0.2
Balance at December 31, 2012 $ 0.2

The Company records the fair value adjustmentsddiitcraft fuel derivatives in the accompanyindesteent of operations within aircraft fuel and oa Halance she
within other current assets or other current liibs, depending on whether the net fair valuehefderivatives is in an asset or liability positamof the respective date.

17. Operating Segments and Related Disclosur

The Company is managed as a single business anptbvides air transportation for passengers. &gy revenues by geographic region as definedidy t
Department of Transportation (DOT) area are sunzadrbelow:

2012 2011 2010
(in millions)
DOT—domestic $ 1,135 $ 900.1 $ 625.(
DOT—Latin America 183.% 171.1 156.:
Total $ 1318:. $ 1,071. $ 781.3

During 2012 , 2011 , and 2010, no revenue fromag/foreign country represented greater than 4#eo€ompany’s total passenger revenue. The Company

attributes operating revenues by geographic relgased upon the origin and destination of each pgssdlight segment. The Company’s tangible assatsist primarily
of flight equipment, which are mobile across gepbra markets and, therefore, have not been alldcate

18. Initial Public Offering and Tax Receivable Agreemet

On June 1, 2011, the Company raised $187.2 milifagross proceeds from an initial public offeringl®,600,000 shares of its common stock at a @icl2.00
per share. The resulting proceeds to the Companyg agproximately $176.9 million , after deductingderwriter commissions. The Company retained $150lidn of
the net proceeds, after paying $20.6 million oftd®b.5 million to pay three unaffiliated holderfsits subordinated notes, and $5.9 milliordirect costs of the offering.
accordance with a Recapitalization Agreement, fathe principal and accrued and unpaid intereshutstanding notes, to the extent not paid, totefipg9.2 million , as
well as all of the Class A and B preferred stoctstanding immediately prior to the offering alonghaaccrued and unpaid dividends totaling $81.7iomil, were
exchanged for 30,079,420 shares of common stoalshare price of $12.00 per share. Each shareass® Common Stock was exchanged for one shaenuhon
stock. In addition, interest expense was reduce®0Oby million due to a write off of the unamortizedrtion of prepaid loan fees and deferred interest

The Company entered into the TRA with the Pre-IR@Eholders effective immediately prior to the comsnation of the IPO. Under the TRA, the Company is
obligated to pay to the Pre-IPO Stockholders anwuarnequal to 90% of the cash savings in federalrimetax realized by it by virtue of the use of theeral net operating
loss, deferred interest deductions and alternativémum tax credits held by the Company as of M&@th2011. Cash tax savings generally will be coegpiy
comparing actual federal income tax liability t@ tamount of such taxes that the Company would haee required to pay had such Pre-IPO NOLs (asetbfn the

TRA) not been available. Upon consummation of f@ knd execution of the TRA, the Company recordigbdity with an offsetting reduction to additiahpaid in
capital. During 2012, management adjusted
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for an immaterial error in the original estimatiofithe liability. This adjustment reduced the lidgpiwith an offset to additional paid in capital.

The term of the TRA will continue until the first bccur of (a) the full payment of all amounts riegd under the agreement with respect to utilizatio expiration c
all of the Pre-IPO NOLs, (b) the end of the taxal#ar including the tenth anniversary of the IP@o)ra change in control of the Company. The amandttiming of
payments under the TRA will depend upon a humbéacibrs, including, but not limited to, the amoant timing of taxable income generated in theruand anyuture
limitations that may be imposed on the Companyisyato use the Pre-IPO NOLs. The Company paid.82iiillion , or 90% of the tax savings realizednfrthe
utilization of NOLs in 2011, including $0.3 millionf applicable interest in 2012 related to the TRA.of December 31, 2012 an estimated remainink besefit of $8.0
million is expected to be paid to the Pre-IPO Skmi#ters under the terms of the TRA in 2013.

19. Quarterly Financial Data (Unaudited)

Quarterly results of operations for the year enidedember 31, 2012 are summarized below:

Three Months Ended
March 31 June 30 September 30 December 31

(in thousands, except per share amounts)

2012
Operating revenue $ 301,49 $ 346,30t $ 342,31 $ 328,26¢
Operating income 37,24« 55,13: 49,68 31,93
Net income 23,41¢ 34,59: 30,88 19,56¢
Basic earnings per share 0.32 0.4¢ 0.4z 0.27
Diluted earnings per share 0.32 0.4¢ 0.4z 0.27
2011
Operating revenue $ 232,66. $ 275,89. $ 288,71: $ 273,91¢
Operating income 26,84« 34,95¢ 44,55¢ 38,02:
Net income 7,88: 16,91 27,65 23,99
Basic earnings per share 0.3C 0.41 0.3¢ 0.3¢
Diluted earnings per share 0.3C 0.41 0.3¢ 0.3
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REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

The Board of Directors and Stockholders of
Spirit Airlines, Inc.

We have audited the accompanying balance she&iif Airlines, Inc. as of December 31, 2012 afd 2, and the related statements of operationselsbllers' equity
(deficit), and cash flows for each of the threergéa the period ended December 31, 2012. Theseadial statements are the responsibility of the @aimy's management.
Our responsibility is to express an opinion on ¢hisancial statements based on our audits.

We conducted our audits in accordance with thedstats of the Public Company Accounting OversighamBiqUnited States). Those standards require tagilan and
perform the audit to obtain reasonable assurangetathether the financial statements are free dér@ misstatement. An audit includes examiningadest basis,
evidence supporting the amounts and disclosurtrifinancial statements. An audit also includeessing the accounting principles used and sigmfiestimates made
by management, as well as evaluating the overahfiial statement presentation. We believe thatodits provide a reasonable basis for our opinion.

In our opinion, the financial statements referedlbove present fairly, in all material respedts,financial position of Spirit Airlines, Inc. atebember 31, 2012 and 2011,
and the results of its operations and its cashdlfow each of the three years in the period endszeBber 31, 2012, in conformity with U.S. generaltgepted accounting
principles.

We also have audited, in accordance with the stdsdz# the Public Company Accounting Oversight Bio@inited States), Spirit Airlines, Inc.'s interralntrol over
financial reporting as of December 31, 2012, basedriteria established in Internal Control-InteégchFramework issued by the Committee of Sponsddirgganizations
of the Treadway Commission and our report dateduetd 25, 2013 expressed an unqualified opinioret@

/sl Ernst & Young LLP
Certified Public Accountants

Miami, Florida
February 25, 2013
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REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

The Board of Directors and Stockholders of
Spirit Airlines, Inc.

We have audited Spirit Airlines, Inc's internal tohover financial reporting as of December 3112®ased on criteria established in Internal Cdittegrated
Framework issued by the Committee of Sponsoringa@mations of the Treadway Commission (the COS@ria). Spirit Airlines, Inc's management is resgible for
maintaining effective internal control over finaakieporting, and for its assessment of the effeatss of internal control over financial reportingluded in the
accompanying Management's Report on Internal Cb®er Financial Reporting. Our responsibility ésexpress an opinion on the company's internarcbatver
financial reporting based on our audit.

We conducted our audit in accordance with the stedglof the Public Company Accounting Oversighti@d@nited States). Those standards require thailareand
perform the audit to obtain reasonable assuranoetathether effective internal control over finaalgieporting was maintained in all material respe@ur audit included
obtaining an understanding of internal control diaincial reporting, assessing the risk that aemiatweakness exists, testing and evaluating éisggd and operating
effectiveness of internal control based on thessekrisk, and performing such other proceduregeasonsidered necessary in the circumstances. Wayd¢hat our aud
provides a reasonable basis for our opinion.

A company's internal control over financial repogtis a process designed to provide reasonableaagsuregarding the reliability of financial repog and the preparati
of financial statements for external purposes ooetance with generally accepted accounting priesipA company's internal control over financiglaging includes
those policies and procedures that (1) pertaiheéanaintenance of records that, in reasonablel dataurately and fairly reflect the transactions dispositions of the
assets of the company; (2) provide reasonable @sseithat transactions are recorded as necessaeyriit preparation of financial statements in adaace with
generally accepted accounting principles, andrénagipts and expenditures of the company are beadge only in accordance with authorizations of rgengent and
directors of the company; and (3) provide reasanabsurance regarding prevention or timely detectfainauthorized acquisition, use or dispositibthe company's
assets that could have a material effect on thenéial statements.

Because of its inherent limitations, internal cohtiver financial reporting may not prevent or @¢taisstatements. Also, projections of any evatuatf effectiveness to
future periods are subject to the risk that costrohy become inadequate because of changes irtiooedor that the degree of compliance with thécs or procedures
may deteriorate.

In our opinion, Spirit Airlines, Inc. maintained all material respects, effective internal conteér financial reporting as of December 31, 20i&ed on the COSO
criteria.

We also have audited, in accordance with the stdsdz# the Public Company Accounting Oversight Bio@inited States), the accompanying balance sHetiat

Airlines, Inc. as of December 31, 2012 and 2014, the related statement of operations, sharehotdprisy (deficit), and cash flows for each of these years in the
period ended December 31, 2012 of Spirit Airlines, and our report dated February 25, 2013 expcean unqualified opinion thereon.

/sl Ernst & Young LLP
Certified Public Accountants

Miami, Florida
February 25, 2013
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ITEM 9. CHANGES AND DISAGREEMENTS WITH ACCOUNTAN TS ON ACCOUNTING AND FINANCIAL DISCLOSURE

None.
ITEM 9A. CONTROLS AND PROCEDURES

Evaluation of Disclosure Controls and Procedures

Our management, with the participation of our Clgécutive Officer and our Chief Financial Officeraluated the effectiveness of our disclosurerotmand
procedures as of December 31, 2012 . The termltdise controls and procedures,” as defined in RUBa-15(e) and 15d-15(e) under the Exchange Aganmsicontrols
and other procedures of a company that are designexsure that information required to be disadsg a company in the reports that it files or sitbmnder the
Exchange Act is recorded, processed, summarizedegudted, within the time periods specified in 8#C's rules and forms. Disclosure controls and@dares include,
without limitation, controls and procedures des@jt@ensure that information required to be dissdiosy a company in the reports that it files omsite under the
Exchange Act is accumulated and communicated t€tmpany’s management, including its principal eiee and principal financial officers, as apprapeito allow
timely decisions regarding required disclosure.

Management recognizes that any controls and proesdno matter how well designed and operatedpmaride only reasonable assurance of achieving thei
objectives and management necessarily appliesdggjent in evaluating the cost-benefit relationglfipossible controls and procedures. Based opvhkiation of our
disclosure controls and procedures as of Decenthe2®.2 , our Chief Executive Officer and Chiefdfigial Officer concluded that, as of such date,diselosure
controls and procedures were effective at the ressle assurance level.

Management's Annual Report on Internal Control Over Financial Reporting

Management is responsible for establishing and taiaimg adequate internal control over financiglaiting, as such term is defined in Rules 13a-1&tf) 15d15(f)
under the Securities Exchange Act of 1934. Ourriratecontrol over financial reporting is designedgtovide reasonable assurance regarding the ifit}iadf financial
reporting and the preparation of financial statet:éor external purposes in accordance with acéogmrinciples generally accepted in the Unitedet@f America.

Because of its inherent limitations, internal cohtiver financial reporting may not prevent or d¢taisstatements. Projections of any evaluatioefigfctiveness to
future periods are subject to the risk that costrohy become inadequate because of changes irtiooedor that the degree of compliance with thécps may
deteriorate.

Management conducted an evaluation of the effentise of our internal control over financial repagtas of December 31, 2012 using the criteria s&yethe
Committee of Sponsoring Organizations of the Tread®@ommission (COSO) in Internal Control-Integraf@dmework. Based on that evaluation, managemédiet/bs
that our internal control over financial reportiwgs effective as of December 31, 2012 .

The effectiveness of our internal control over figial reporting as of December 31, 2012 has beditealby Ernst & Young LLP, an independent registiepublic
accounting firm, which also audited our Consolidafancial Statements for the year ended DeceBthe2012 . Ernst & Young LLP's report on our intdroontrol over
financial reporting, which is included herein.

Changes in Internal Control over Financial Reporting

There were no changes in our internal control éwancial reporting during 2012 that have mateyialffected, or are reasonably likely to materialffect, our
internal control over financial reporting.

ITEM 9B. OTHER INFORMATION

None.
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PART Il
ITEM 10. DIRECTORS, EXECUTIVE OFFICERS AND CORPO RATE GOVERNANCE

The information under the captions, “Election ofdgiors,” “Corporate Governance,” “Committee andekitegs of the Board of Directors,” “Executive Offis,”
“Code of Ethics” and “Section 16(a) Beneficial Owstdp Reporting Compliance” in our 2013 Proxy Statet is incorporated herein by reference.

ITEM 11. EXECUTIVE COMPENSATION
The information under the captions, “Director Comgegtion” and “Executive Compensation” in our 2018xy Statement is incorporated herein by reference.
ITEM 12. SECURITY OWNERSHIP OF CERTAIN BENEFICIA L OWNERS AND MANAGEMENT AND RELATED STOCKHOLDER MAT TERS

The information under the captions, “Security Oveihgn” and “Equity Compensation Plan Information"dar 2013 Proxy Statement is incorporated herein by
reference.

ITEM 13. CERTAIN RELATIONSHIPS AND RELATED TRANS ACTIONS

The information under the captions, “Certain Relaghips and Related Transactions” and “Corporatef@ance” in our 2013 Proxy Statement is incorpatat
herein by reference.

ITEM 14. PRINCIPAL ACCOUNTING FEES AND SERVICES

The information under the captions, “Ratificatidirmdependent Registered Public Accounting Firmbur 2013 Proxy Statement is incorporated herein by
reference.

With the exception of the information specificalcorporated by reference in Part Ill to this AnhRaport on Form 10-K from our 2013 Proxy Statement 2013
Proxy Statement shall not be deemed to be filguhasof this Report.

89




PART IV
ITEM 15. EXHIBITS AND FINANCIAL STATEMENT SCHEDU LES

(a) 1. Financial Statements:
The financial statements included in Item 8. Finaln8tatements and Supplementary Data above adkdd part of this annual report.

2. Financial Statement Schedules:
There are no financial statement schedules filguhaisof this annual report, since the requiredrimiation is included in the Consolidated Finan8i@tements,
including the notes thereto, or the circumstanegsiring inclusion of such schedules are not presen
3.Exhibits:
The exhibits filed as part of this Annual Reportkorm 10-K are listed on the Exhibit Index includster the signature page.
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SIGNATURES

Pursuant to the requirements of Section 13 or &edtb(d) of the Securities Exchange Act of 1934, régistrant has duly caused this report to beesigm its behalf
by the undersigned, thereunto duly authorized.

SPIRIT AIRLINES, INC.
Date: February 25, 2013 By: /s! B. Ben Baldanza

B. Ben Baldanza

President and Chief Executive Officer
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POWER OF ATTORNEY

KNOW ALL PERSONS BY THESE PRESENTS, that each pemsbose signature appears below constitutes armirgpB. Ben Baldanza, Edward Christie and
Thomas Canfield, and each of them, their true amdul attorneys-in-fact, each with full power ofostitution, for them in any and all capacitiessign any amendments
to this report on Form 10-K and to file the samihwexhibits thereto and other documents in coriaed¢herewith, with the Securities and Exchange @wssion, hereby
ratifying and confirming all that each of said atteys-in-fact or their substitute or substitutes/rda or cause to be done by virtue hereof.

Pursuant to the requirements of the Securities &xgh Act of 1934, this report has been signed &ydhowing persons on behalf of the registranthie capacities
and on the dates indicated

Signature Title Date
/s/ B. Ben Baldanza President and Chief Executive Officer (principadeutive officer) February 25, 2013
B. Ben Baldanza
/s/ Edward M. Christie Chief Financial Officer (principal financial andamnting officer) February 25, 2013
Edward M. Christie
/s/ William A. Franke Director (Chairman of the Board) February 25, 2013
William A. Franke
/sl Carlton D. Donaway Director February 25, 2013
Carlton D. Donaway
/s/ David G. Elkins Director February 25, 2013
David G. Elkins
/s/ H. MclIntyre Gardner Director February 25, 2013
H. Mclintyre Gardner
/s/ Robert D. Johnson Director February 25, 2013
Robert D. Johnson
/sl Barclay G. Jones Director February 25, 2013
Barclay G. Jones
/s/ Stuart 1. Oran Director February 25, 2013
Stuart I. Oran
/sl Horacio Scapparone Director February 25, 2013
Horacio Scapparone
/s John R. Wilson Director February 25, 2013
John R. Wilson
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Exhibit No.

3.1

4.1

4.4

4.€

10.11

10.21

10.31

EXHIBIT INDEX

Description of Exhibit

Amended and Restated Certificate of Incorporatio8prit Airlines, Inc., dated as of June 1, 20fited as Exhibit 3.1 to the Company's Current
Report on Form 8-K dated June 1, 2011, is heretyrporated by reference.

Amended and Restated Bylaws of Spirit Airlines,. Ja@ted as of June 1, 2011, filed as Exhibit 8.the Company's Current Report on Form 8-K
dated June 1, 2011, is hereby incorporated byeréer.

Specimen Common Stock Certificate, filed as Exiitto the Company's Form S-1 Registration StateiiiNo. 333-178336), is hereby
incorporated by reference.

Second Amended and Restated Investor Rights Agreieateted as of July 13, 2006, among Spirit Aidinkac., Indigo Florida, L.P., Indigo
Miramar LLC, OCM Spirit Holdings, LLC, OCM Spirit &ldings Il, LLC, OCM Spirit Holdings I1I, LLC, OCMspirit Holdings IlI-A, LLC, OCM
Principal Opportunities Fund Il, L.P., OCM Prindigpportunities Fund I, L.P., POF Spirit Foreigtoldings, LLC, and certain other investors,
filed as Exhibit 4.2 to the Company's Form S-1 Regtion Statement (No. 333-169474), is herebyrimm@ted by reference.

Amendment to Second Amended and Restated InvegibtsRAgreement, dated as of July 20, 2010, byaandng Spirit Airlines, Inc., Indigo
Florida, L.P., Indigo Miramar LLC, OCM Spirit Holdgs, LLC, OCM Spirit Holdings Il, LLC, OCM Spirit éldings 1ll, LLC, OCM Spirit
Holdings llI-A, LLC, OCM Principal Opportunities fd I, L.P., OCM Principal Opportunities Fund IL,P., POF Spirit Foreign Holdings, LLC,
and certain other investors, filed as Exhibit €.3te Company's Form S-1 Registration Statement 388-169474), is hereby incorporated by
reference.

Second Amendment to Second Amended and RestatesttmRights Agreement, dated as of February 11,204 and among Spirit Airlines, Inc
Indigo Florida, L.P., Indigo Miramar LLC, OCM Spittoldings, LLC, OCM Spirit Holdings II, LLC, OCM8rit Holdings Ill, LLC, OCM Spirit
Holdings llI-A, LLC, OCM Principal Opportunities Fd I, L.P., OCM Principal Opportunities Fund IL,P., POF Spirit Foreign Holdings, LLC,
and certain other investors, filed as Exhibit 4.the Company's Amendment No. 4 to Form S-1 Registr Statement (No. 333-169474), is
hereby incorporated by reference.

Third Amendment to Second Amended and RestatedtovRights Agreement, dated as of May 25, 201rtyamong Spirit Airlines, Inc.,
Indigo Florida, L.P., Indigo Miramar LLC, OCM Spittoldings, LLC, OCM Spirit Holdings II, LLC, OCM8rit Holdings Ill, LLC, OCM Spirit
Holdings IlI-A, LLC, OCM Principal Opportunities fd I, L.P., OCM Principal Opportunities Fund IL,P., POF Spirit Foreign Holdings, LLC,
and certain other investors, filed as Exhibit 11@.2he Company's Current Report on Form 8-K datee@ 1, 2011, is hereby incorporated by
reference.

Fourth Amendment to Second Amended and RestatestovRights Agreement, dated as of January 12,2§1and among Spirit Airlines, Inc.,
Indigo Florida, L.P., Indigo Miramar LLC, OCM Sitioldings, LLC, OCM Spirit Holdings II, LLC, OCM8rit Holdings IlI, LLC, OCM Spirit
Holdings llI-A, LLC, OCM Principal Opportunities Fd I, L.P., OCM Principal Opportunities Fund IL,P., POF Spirit Foreign Holdings, LLC,
and certain other investors, filed as Exhibit 4.tte Company's Current Report on Form 8-K datedaky 13, 2012, is hereby incorporated by
reference.

V2500 General Terms of Sale, dated as of Marcl®d@52between Spirit Airlines, Inc. and IAE Interioatal Aero Engines AG, as supplemented
by Side Letter No. 1 dated as of March 1, 2005¢ Sieftter No. 2 dated as of March 1, 2005, Sideeké\o. 3 dated as of March 1, 2005, Side
Letter No. 4 dated as of March 1, 2005, and Sideet&lo. 5 dated as of April 11, 2005, filed as Bxh10.1 to the Company's Amendment No. 4
to Form S-1 Registration Statement (No. 333-1694i84)ereby incorporated by reference.

Fleet Hour Agreement, dated as of April 11, 20G&ween Spirit Airlines, Inc. and IAE Internatiorfsro Engines AG, as supplemented by Side
Letter No. 1 dated as of April 11, 2005, Side LeMe. 2 dated June 6, 2006, Side Letter No. 3 dawee 6, 2006, Side Letter No. 4 dated June 6,
2006, Side Letter No. 5 dated February 4, 200%u(@snded by Amendment No. 1 to Side Letter No. Bdl&tarch 6, 2009), filed as Exhibit 10.2
to the Company's Amendment No. 4 to Form S-1 Regish Statement (No. 333-169474), is hereby inoaied by reference.

Hosted Services Agreement, dated as of Februar(%,, between Spirit Airlines, Inc. and Navitdine., as amended by Amendment No. 1 d
as of October 23, 2007, Amendment No. 2 dated &%a9f15, 2008, Amendment No. 3 dated as of Noverike2008, Amendment No. 4 dated
as of August 17, 2009 and Amendment No. 5 datecehiper 4, 2009, filed as Exhibit 10.3 to the CompmAynendment No. 4 to Form S-1
Registration Statement (No. 333-169474), is heirbgrporated by reference.
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10.41

10.5+4

10.61

10.7

10.€

10.€

10. 1C

10.11

10.12

10.1:

10.14"

Signatory Agreement, dated as of May 21, 2009, eetwSpirit Airlines, Inc. and U.S. Bank Nationakasiation, as amended by First
Amendment dated January 18, 2010, filed as Exhih# to the Company's Amendment No. 4 to Form Sdifration Statement (No. 333-
169474), is hereby incorporated by reference.

Offer Letter, dated August 11, 2005, between Spiriines, Inc. and Tony Lefebvre, filed as Exhitid.5 to the Company's Amendment No. 3 to
Form S-1 Registration Statement (No. 333-1694&)ereby incorporated by reference.

Terms and Conditions for Worldwide Acceptance ef #merican Express Card by Airlines, dated Septemp£998, between Spirit Airlines, Ir
and American Express Travel Related Services Coympac., as amended January 1, 2003 and Augug2@, filed as Exhibit 10.6 to the
Company's Amendment No. 4 to Form S-1 Registraimtement (No. 333-169474), is hereby incorporhterkference.

Professional Services Agreement, dated as of ByI2006, between Spirit Airlines, Inc. and IndigartRers LLC, filed as Exhibit 10.7 to the
Company's Amendment No. 3 to Form S-1 Registréimtement (No. 333-169474), is hereby incorporbteckference.

Termination Agreement, dated as of June 1, 201&nldybetween Spirit Airlines, Inc. and Indigo ParsLLC, filed as Exhibit 10.3 to the
Company's Current Report on Form 8-K dated Jur2®11, is hereby incorporated by reference.

Stockholders Voting Agreement, by and among Sairitnes, Inc., OCM Spirit Holdings, LLC, OCM SpirHoldings II, LLC, OCM Spirit
Holdings I, LLC, OCM Spirit Holdings IlI-A, LLC,OCM Principal Opportunities Fund II, L.P., OCM Ruipal Opportunities Fund IlI, L.P.,
POF Spirit Foreign Holdings, LLC, Indigo FloridaR..and Indigo Miramar LLC, filed as Exhibit 10.9tle Company's Form S-1 Registration
Statement (No. 333-178336), is hereby incorporbterkference.

Recapitalization Agreement, dated as of Septembe210, by and among Spirit Airlines, Inc., PORriBporeign Holdings, LLC, OCM Spirit
Holdings, LLC, OCM Spirit Holdings II, LLC, OCM Rrtipal Opportunities Fund II, L.P., OCM Principab@brtunities Fund Ill, L.P., OCM
Spirit Holdings 111, LLC, OCM Spirit Holdings 11I-A LLC, Highfields Capital | LP, Highfields CapitlILP; SAHC Holdings LLC, Indigo Florida
L.P., Indigo Miramar LLC, Indigo Partners LLC, JacBchorr, Julianne B. Schorr, The David B. SchousT U/T/A dated December 31, 1977,
The Dina L. Schorr Trust U/T/A dated July 1, 1988¢ Elliott A. Schorr Trust U/T/A dated December 3277, The Raphael A. Schorr Trust
U/T/A dated December 31, 1977, Taurus InvestmerthBis LLC, Selvin Passen, Nevada Spirit, LLC, batk Kahan, filed as Exhibit 10.11 to
the Company's Form S-1 Registration Statement 888-169474), is hereby incorporated by reference.

Amendment No. 1 to Recapitalization Agreement, dlateof May 25, 2011, by and among Spirit Airlines,., POF Spirit Foreign Holdings,

LLC, OCM Spirit Holdings, LLC, OCM Spirit Holdingl, LLC, OCM Principal Opportunities Fund Il, L.RQCM Principal Opportunities Fund

IIl, L.P., OCM Spirit Holdings IlI, LLC, OCM SpiriHoldings IlI-A, LLC, Highfields Capital | LP, Higlields Capital Il LP; SAHC Holdings

LLC, Indigo Florida L.P., Indigo Miramar LLC, Indi@gPartners LLC, Jacob Schorr, Julianne B. Schdre, David B. Schorr Trust U/T/A dated
December 31, 1977, The Dina L. Schorr Trust U/Téted July 1, 1980, The Elliott A. Schorr Trust UXTdated December 31, 1977, The Raphael
A. Schorr Trust U/T/A dated December 31, 1977, Taunvestment Partners LLC, Selvin Passen, Nevpi#, $LC, and Mark Kahan, filed as
Exhibit 10.1 to the Company's Current Report om#8¢K dated June 1, 2011, is hereby incorporatectfgrence.

Letter Agreement, dated as of December 12, 2008erbg Spirit Airlines, Inc. in favor of Indigo Péici Partners L.P., Long Bar Miramar LLC,
OCM Principal Opportunities Fund Il, L.P., OCM Riipal Opportunities Fund IlI, L.P., Highfields Cégglil LP, Highfields Capital Il LP, and
SAHC Holdings LLC, filed as Exhibit 10.11 to the @pany's Amendment No. 4 to Form S-1 RegistratiateBtent (No. 333-169474), is hereby
incorporated by reference.

Tax Receivable Agreement, dated as of June 1, B8titeen Spirit Airlines, Inc., Indigo Pacific Paets LLC, and OCM FIE, LLC, filed as
Exhibit 10.12 to the Company's Form S-1 Registra8tatement (No. 333-178336), is hereby incorpdrbtereference.

Lease, dated as of June 17, 1999, between Sunbewaetopment Corporation and Spirit Airlines, Incs,eanended by Lease Modification and
Contraction Agreement dated as of May 7, 2009 fie Exhibit 10.13 to the Company's Amendment No.Borm S-1 Registration Statement
(No. 333-169474), is hereby incorporated by refeeen
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10.174

10.184

10.194

10.204

10.214

10.224

10.234

10.244

10.2¢
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10.27

Airline-Airport Lease and Use Agreement, datedfadugust 17, 1999, between Broward County and SAirlines, Inc., as supplemented by
Addendum dated August 17, 1999, filed as Exhibif4Qo the Company's Amendment No. 3 to Form S{difRation Statement (No. 333-
169474), is hereby incorporated by reference.

Airbus A320 Family Purchase Agreement, dated adaf 5, 2004, between AVSA, S.A.R.L. and Spirit Aids, Inc.; as amended by Amendment
No. 1 dated as of December 21, 2004, AmendmengNated as of April 15, 2005, Amendment No. 3 daedf June 30, 2005, Amendment No.
4 dated as of October 27, 2006 (as amended byrlAggreement No. 1, dated as of October 27, 2008mendment No. 4 and Letter Agreement
No. 2, dated as of October 27, 2006, to Amendmentd) Amendment No. 5 dated as of March 5, 200@ieAdment No. 6 dated as of March 27,
2007, Amendment No. 7 dated as of June 26, 200a@nf@nded by Letter Agreement No. 1, dated as &f 2602007, to Amendment No. 7),
Amendment No. 8 dated as of February 4, 2008, Amemd No. 9 dated as of June 24, 2008 (as amendedtter Agreement No. 1, dated as of
June 24, 2008, to Amendment No. 9) and AmendmentlNdated July 17, 2009 (as amended by Letterekgeat No. 1, dated as of July 17,
2009, to Amendment No. 10); and as supplementdcetigr Agreement No. 1 dated as of May 5, 2004tereigreement No. 2 dated as of May
2004, Letter Agreement No. 3 dated as of May 5420etter Agreement No. 4 dated as of May 5, 20@4ter Agreement No. 5 dated as of May
5, 2004, Letter Agreement No. 6 dated as of Ma30B4, Letter Agreement No. 7 dated as of May 5420@tter Agreement No. 8 dated as of
May 5, 2004, Letter Agreement No. 9 dated as of Ba8004, Letter Agreement No. 10 dated as of M3094 and Letter Agreement No. 11
dated as of May 5, 2004, filed as Exhibit 10.15h® Company's Amendment No. 4 to Form S-1 Registr&tatement (No. 333-169474), is
hereby incorporated by reference.

Spirit Airlines, Inc. Executive Severance Plargdilas Exhibit 10.16 to the Company's Amendment3\o.Form S-1 Registration Statement (No.
333-169474), is hereby incorporated by reference.

Amended and Restated Spirit Airlines, Inc. 2005Btocentive Plan and related documents, filed>xdsti 10.17 to the Company's Amendment
No. 3 to Form S-1 Registration Statement (No. 3834T74), is hereby incorporated by reference.

Spirit Airlines, Inc. 2011 Equity Incentive Awardd®, filed as Exhibit 10.2 to the Company's Forr@ Registration Statement (No. 333-174812),
is hereby incorporated by reference.

Employment Agreement, dated as of January 24, 288%een Spirit Airlines, Inc. and B. Ben Baldarfdlad as Exhibit 10.19 to the Company's
Amendment No. 3 to Form S-1 Registration Stater(iéat 333-169474), is hereby incorporated by refeeen

Offer Letter, dated December 11, 2006, betweeritSgitines, Inc. and David Lancelot, filed as Ekiti10.20 to the Company's Amendment No.
3 to Form S-1 Registration Statement (No. 333-1894ig hereby incorporated by reference.

Offer Letter, dated January 27, 2005, between {Shirlines, Inc. and Barry Biffle, filed as Exhiblt0.21 to the Company's Amendment No. 3 to
Form S-1 Registration Statement (No. 333-1694&)ereby incorporated by reference.

Offer Letter, dated September 10, 2007, betweerit @yilines, Inc. and Thomas Canfield, filed astibit 10.22 to the Company's Amendment
No. 3 to Form S-1 Registration Statement (No. 3834T74), is hereby incorporated by reference.

Offer Letter, dated November 21, 2009, betweenitSpirines, Inc. and Kenneth McKenzie, filed asHihit 10.23 to the Company's Amendment
No. 3 to Form S-1 Registration Statement (No. 3834T74), is hereby incorporated by reference.

Form of Indemnification Agreement between Spiritlides, Inc. and its directors and executive officdiled as Exhibit 10.24 to the Company's
Amendment No. 3 to Form S-1 Registration Stater(ieat 333-169474), is hereby incorporated by refeeen

Reimbursement Agreement, dated as of July 12, 2086ng Spirit Airlines, Inc., Spirit Aviation Sepés, LLC and Goldman Sachs Credit
Partners, L.P., as amended by First Amendment datgdL3, 2006, Second Amendment dated DecembeQDB, Third Amendment dated May
21, 2009, Fourth Amendment dated September 30, 20dF-ifth Amendment dated April 29, 2011, filedEagibit 10.25 to the Company's
Amendment No. 7 to Form S-1 Registration Stater(ieat 333-169474), is hereby incorporated by refeeen

Form of Stock Option Grant Notice and Stock Op#areement for Awards under the Spirit Airlines, 12011 Equity Incentive Award Plan,
filed as Exhibit 10.3 to the Company's Form S-8iBtegtion Statement (No. 333-174812), is herebyiiporated by reference.
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Form of Restricted Stock Unit Award Grant Noticel&estricted Stock Unit Award Agreement under thgiSAirlines, Inc. 2011 Equity
Incentive Award Plan, filed as Exhibit 10.4 to tBempany's Form S-8 Registration Statement (No.133812), is hereby incorporated by
reference.

Addendum and Amendment to the Agreement Governicgeptance of the American Express Card by Airlidesed as of June 24, 2011, by and
between Spirit Airlines, Inc. and American Exprésavel Related Services Company, Inc., filed asiliikh0.1 to the Company's Form 10-Q
dated July 28, 2011, is hereby incorporated byreefee.

Second Amendment to Signatory Agreement, effeci/ef September 6, 2011, by and between the Congrahi).S. Bank, National
Association, filed as Exhibit 10.1 to the Comparidsm 10-Q/A dated December 22, 2011, is herebgrpurated by reference.

Stock Distribution Agreement, dated December 7,120% and among Spirit Airlines, Inc., Indigo MiramLLC, Nilchii LLC, Mesa Air Group,
Inc., Anchorage llliquid Opportunities Offshore MasFund, L.P., Anchorage llliquid Opportunitiesf€dfore Master Fund Il, L.P. and Par
Investment Partners, L.P., filed as Exhibit 10@8#he Company's Amendment No.1 to Form S-1 Registr&tatement (No. 333-178336), is
hereby incorporated by reference.

Amendment No. 11 dated as of December 29, 201thetdirbus A320 Family Purchase Agreement, dateaf &4ay 5, 2004, by and between the
Company and Airbus S.A.S. (legal successor to ABSAR.L.), as amended by Letter Agreement No. gédlas of December 29, 2011, Letter
Agreement No. 2 dated as of December 29, 2011lelLAtireement No. 3 dated as of December 29, 20dttel Agreement No. 4 dated as of
December 29, 2011, Letter Agreement No. 5 dateaf Beecember 29, 2011, Letter Agreement No. 6 datedf December 29, 2011, Letter
Agreement No. 7 dated as of December 29, 2011 attdiAgreement No. 8 dated as of December 29,,Z0dd as Exhibit 10.1 to the
Company's Form 8-K dated January 5, 2012, is herelmyporated by reference.

Side Letter No. 6 to the Fleet Hour Agreement, di&arch 10, 2011 (as amended by Amendment No.Side Letter No. 6, effective as of
January 31, 2012), by and between Spirit Airlines, and IAE International Aero Engines AG, filesl Bxhibit 10.33 to the Company's Form KO-
dated February 23, 2012, is hereby incorporatectfgyence.

Separation Agreement, effective March 26, 2012aty between Spirit Airlines, Inc. and David Lantgfibed as Exhibit 10.1 to the Company's
Form 10-Q dated May 1, 2012, is hereby incorporbteteference.

Letter Agreement, effective April 16, 2012, by @®tween Spirit Airlines, Inc. and Edward M. Chestill, filed as Exhibit 10.2 to the Company's
Form 10-Q dated May 1, 2012, is hereby incorporaieteference.

Code of Business Conduct and Ethics, filed as Exh#b1 to the Company's Form S-1 Registratione®tant (No. 333-178336), is hereby
incorporated by reference.

List of subsidiaries.

Consent of Ernst & Young LLP, independent reggistt public accounting firm.

Certification of the Chief Executive Officer puant to Section 302 of the Sarbanes-Oxley AcD622
Certification of the Chief Financial Officer muant to Section 302 of the Sarbanes-Oxley AcD622
Certifications pursuant to 18 U.S.C. Section,3% adopted pursuant to Section 906 of the Sesb@mrley Act of 2002.
XBRL Instance Document.

XBRL Taxonomy Extension Schema Document.

XBRL Taxonomy Extension Calculation LinkbasecDment.

XBRL Taxonomy Extension Definition Linkbase Dmoent.

XBRL Taxonomy Extension Label Linkbase Document

XBRL Taxonomy Extension Presentation Linkbasement.
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Confidential treatment granted for certain mors of this Exhibit pursuant to Rule 406 underSeeurities Act or Rule 24b-2 under the Exchange wbich
portions are omitted and filed separately with $eeurities and Exchange Commission.

Indicates a management contract or compensptanyor arrangement.

Exhibit 32.1 is being furnished and shall not berded to be “filed” for purposes of Section 18 af 8ecurities Exchange Act of 1934, as amended (the
“Exchange Act”), or otherwise subject to the lidtibf that section, nor shall such exhibit be dedrto be incorporated by reference in any registrattatement
or other document filed under the Securities Act@83, as amended, or the Exchange Act, excepthasnise specifically stated in such filing.

XBRL (Extensible Business Reporting Languagefpormation is furnished and not filed or a partaafegistration statement or prospectus for puposSections
11 or 12 of the Securities Act of 1933, as amenidedeemed not filed for purposes of Section 1BefSecurities Exchange Act of 1934, as amendeblisamot

otherwise subject to liability under these Sections
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Exhibit 23.1

Consent of Independent Registered Public Accountingirm

We consent to the incorporation by reference irffeHewing Registration Statements:

(1) Registration Statement (Form S-3 No. 382954) of Spirit Airlines, Inc. and the related§ectus, ar

(2) Registration Statement (Form S-8 No.333-173®&2taining to the Amended and Restated 2005 thaeBtock Plan and the 2011 Equity Incentive Aw@tain
of Spirit Airlines, Inc.;

of our reports dated February 25, 2013, with ressfgethe financial statements of Spirit Airlineacl and the effectiveness of internal control direncial reporting of
Spirit Airlines, Inc., included in this Annual Rep¢Form 10-K) for the year ended December 31, 2012

/sl Ernst & Young LLP
Certified Public Accountants

Miami, Florida
February 25, 2013



Exhibit 31.1
CERTIFICATION

I, B. Ben Baldanza, President and Chief Executiffec€ of Spirit Airlines, Inc., certify that:
1. | have reviewed this annual report on Form 1fdikthe year ended December 31, 2012, of Spiriirgs, Inc. (the "Registrant");

2. Based on my knowledge, this report does notaiorny untrue statement of a material fact or dmgtate a material fact necessary to make thensémts made, in light of the
circumstances under which such statements were,matimisleading with respect to the period covdrgthis report;

3. Based on my knowledge, the financial statemamts,other financial information included in théport, fairly present in all material respectsfthancial condition, results of operations
and cash flows of the Registrant as of, and far pthriods presented in this report;

4. The Registrant's other certifying officer araté responsible for establishing and maintainisgldsure controls and procedures (as defined i&ge Act Rules 13a-15(e) and 15d-15
(e)) and internal control over financial reportifag described in Exchange Act Rules 13a-15(f) &t 15(f)) for the Registrant and have:

a) designed such disclosure controls and procedaresused such disclosure controls and procedotss designed under our supervision, to ensatentiaterial information
relating to the Registrant, including its consdiéthsubsidiaries, is made known to us by othersivthose entities, particularly during the perindvhich this report is being
prepared;

b) designed such internal control over financigbming, or caused such internal control over feiahreporting to be designed under our supervisioprovide reasonable
assurance regarding the reliability of financiglaging and the preparation of financial statemémt®xternal purposes in accordance with geneealbepted accounting principle

c) evaluated the effectiveness of the Registraigtdosure controls and procedures and presentiisineport our conclusions about the effectiver#she disclosure controls and
procedures, as of the end of the period coveratiibyeport based on such evaluation; and

d) disclosed in this report any change in the Regji$s internal control over financial reportifgat occurred during the Registrant's most recengfiquarter (the Registrant's fot
fiscal quarter in the case of an annual report) tiha materially affected, or is reasonably likelynaterially affect, the Registrant's internal ttohover financial reporting; and

5. The Registrant's other certifying officer arttave disclosed, based on our most recent evaluatioternal control over financial reporting, teetRegistrant's auditors and the audit
committee of the Registrant's board of directorp@rsons performing the equivalent functions):

a) all significant deficiencies and material weads®s in the design or operation of internal cortvel financial reporting which are reasonablylljk® adversely affect the
Registrant's ability to record, process, summaaize report financial information; and

b) any fraud, whether or not material, that invelweanagement or other employees who have a signifiole in the Registrant's internal control ofieancial reporting.

Date: February 25, 2013 /s/ B. Ben Baldanza
B. Ben Baldanza
President and Chief Executive Officer




Exhibit 31.2
CERTIFICATION
1, Edward Christie, Senior Vice President and Chiefincial Officer of Spirit Airlines, Inc., cerifthat:
1. | have reviewed this annual report on Form 1fdkthe year ended December 31, 2012, of Spirilirgs, Inc. (the "Registrant");

2. Based on my knowledge, this report does notaiorny untrue statement of a material fact or dmgtate a material fact necessary to make thensémts made, in light of the
circumstances under which such statements were,matimisleading with respect to the period covdrgthis report;

3. Based on my knowledge, the financial statemamts,other financial information included in théport, fairly present in all material respectsfthancial condition, results of operations
and cash flows of the Registrant as of, and far pthriods presented in this report;

4. The Registrant's other certifying officer araté responsible for establishing and maintainisgldsure controls and procedures (as defined i&ge Act Rules 13a-15(e) and 15d-15
(e)) and internal control over financial reportifag described in Exchange Act Rules 13a-15(f) &t 15(f)) for the Registrant and have:

a) designed such disclosure controls and procedaresused such disclosure controls and procedotss designed under our supervision, to ensatentiaterial information
relating to the Registrant, including its consdiéthsubsidiaries, is made known to us by othersivthose entities, particularly during the perindvhich this report is being
prepared;

b) designed such internal control over financigbming, or caused such internal control over feiahreporting to be designed under our supervisioprovide reasonable
assurance regarding the reliability of financiglaging and the preparation of financial statemémt®xternal purposes in accordance with geneealbepted accounting principle

c) evaluated the effectiveness of the Registraigtdosure controls and procedures and presentiisineport our conclusions about the effectiver#she disclosure controls and
procedures, as of the end of the period coveratiibyeport based on such evaluation; and

d) disclosed in this report any change in the Regji$s internal control over financial reportifgat occurred during the Compaayhost recent fiscal quarter (the Registrant'stft
fiscal quarter in the case of an annual report) tiha materially affected, or is reasonably likelynaterially affect, the Registrant's internal ttohover financial reporting; and

5. The Registrant's other certifying officer arttave disclosed, based on our most recent evaluatioternal control over financial reporting, teetRegistrant's auditors and the audit
committee of the Registrant's board of directorp@rsons performing the equivalent functions):

a) all significant deficiencies and material weads®s in the design or operation of internal cortvel financial reporting which are reasonablylljk® adversely affect the
Registrant's ability to record, process, summaaize report financial information; and

b) any fraud, whether or not material, that invelweanagement or other employees who have a signifiole in the Registrant's internal control ofieancial reporting.

Date: February 25, 2013 /s/ Edward M. Christie
Edward M. Christie
Senior Vice President and
Chief Financial Officer




Exhibit 32.1
Certifications Pursuant to 18 U.S.C. § 1350 As Addpd Pursuant to Section 906 of the Sarbanes-OxleycAof 2002

Pursuant to 18 U.S.C. § 1350, adopted pursuarg¢tidd 906 of the Sarbanes-Oxley Act of 2002, eautersigned officer of Spirit Airlines, Inc. (th€dmpany”) hereby certifies, to such
officer's knowledge, that:

(@i.) the Annual Report on Form 10-K of the Company Far year ended December 31, 2012 (the "Report) &dimplies with the requirements of Section 13¢$ection 15
(d), as applicable, of the Securities ExchangeoAdi934, as amended; and

(ii.) the information contained in the Report fairly gets, in all material respects, the financial ctiadiand results of operations of the Comp

Date: February 25, 2013 /s/ B. Ben Baldanza

B. Ben Baldanza
President and Chief Executive Officer

Date: February 25, 2013 /s/ Edward M. Christie

Edward M. Christie
Senior Vice President and
Chief Financial Officer



