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PART |

Cautionary Statement Regarding Forward-Looking Staements

This Annual Report on Form 10-K includes forwardHdimg statements within the meaning of Section@ltBe Securities Exchange Act
of 1934, as amended, or the Exchange Act. Forwan#tihg statements may include words such as “bejiéway,” “estimate,” “continue,”
“anticipate,” “intend,” “expect,” “predict,” “poten tial” and similar expressions indicating future rdts or expectations, as they relate to our
company, our business and our management, aredateto identify forward-looking statements. Forwdodking statements should not be
read as a guarantee of future performance or ras@hd will not necessarily be accurate indicatiofishe times at, or by, which such
performance or results will be achieved. Forw-looking statements are based on information atédéat the time those statements are made
and/or management's good faith belief as of thmetwith respect to future events, and are subgersks and uncertainties that could cause
actual performance or results to differ materidiftgm those expressed in or suggested by the forleaiking statements. Important factors t
could cause such differences include, but areindtdd to: the competitive environment in our inysour ability to keep cost low; changes
our fuel cost; ability to hedge fuel requirementsstrictions on or increased taxes applicable toticket revenues; the impact of worldwide
economic conditions, including the impact of therexmic recession on customer travel behavior; dabuéhreatened terrorist attacks, global
instability and potential U.S. military actions activities; external conditions, including air tfaf congestion, weather and outbreak of dise
restriction on third-party membership programs; &iavel substitutes; labor disputes, employee efiind other labor-related disruptions,
including in connection with our current negotiateowith the union representing our flight attendardircraft-related fixed obligations;
dependence on cash balances and operating cash;ftaw aircraft utilization rate; maintenance costack of marketing alliances;
government regulation; our ability to fulfill growtstrategy; our reliance on automated systems hadisks associated with changes mad
those systems; use of personal data; ability tcegate non-ticket revenues; our concentration of/mes at FLL Airport; operational
disruptions; the concentration of our revenue fr8outh Florida; our reliance on third-party vendasd partners; our reliance on a single
fuel provider; an aircraft accident or incident; gative publicity regarding our customer servicey aircraft and engine suppliers; changes
the Caribbean and Latin America markets; insuraogsts; environmental regulations; ability to atttand retain qualified personnel; loss of
key personnel; and other risk factors included urféRisk Factors” in this annual report. We undertko obligation to revise or update any
forward-looking statements to reflect any event or cirdamee that arises after the date of this reportiaconfirm such statements to actual
results or changes in our expectations.

ITEM 1. BUSINESS
Overview

Spirit Airlines is an ultra low-cost, low-fare airé based in Miramar, Florida that provides affdidaravel opportunities principally
throughout the domestic United States, the Cariblaea Latin America. Our targeted growth marketgehzistorically been underserved by
low-cost carriers, which we believe provides udaunable expansion opportunities. Our ultra logst carrier, or ULCC, business model allc
us to offer a low-priced basic service combinedwitrange of optional services for additional feegyeting price-sensitive travelers.
Notwithstanding the volatility in the cost of jetdl and the economic recession of the past codplears, we have been able to main
relatively stable unit revenue while maintainintpa-cost structure, and we have been profitablkegich of the last five years. For 2011 , we
had total operating revenues of $1,071.2 millioperating income of $144.4 million and net incom&76.4 million . As of December 31,
2011, we served 48 airports.

We have reduced our unit operating costs signifigaince redefining Spirit as a ULCC in 2007. Aseault, our operating cost structure
is among the lowest in the Americas, enabling usffier very low fares in the markets we serve whigdivering operating profitability. Key
elements of our low-cost structure include ourcigfit asset utilization, operation of an all Airlaisgle-aisle aircraft fleet with high-density
seating configurations, employee productivity, rimgs cost control and use of scalable outsourcedcss. Furthermore, our modern fleet and
aircraft seat configuration enable us to operatenasof the most fuel-efficient U.S. jet airlineavators on a fuel burn per seat per hour basis.
We have demonstrated the ability to implement oU€Q business model and to adjust our capacity antés in response to changing market
conditions as part of our focus on achieving cdasisroute profitability.

Our ULCC business model allows us to compete puadbi through offering low base fares. For 201D01@ and 2009 , our average base
fare was approximately $81 , $77 and $88&spectively, and we have offered promotionaklfases of $9 or less. Since 2007, when our av:
base fare was approximately $98 , we have unburtdieghonents of our air travel service that haveiti@ally been included in base fares,
such as baggage and advance seat selection, andhefin as optional, ancillary services for addgidfees (which we record in our financial
statements as non-ticket revenue) as part of tegtrdo




enable our passengers to identify, select and grathé services they want to use. While many doimegtines have also adopted some aspects
of our unbundled pricing strategy, unlike us, tigeyerally have not made a corresponding reductidrase fares.

We have lowered our base fares significantly siniteating our unbundling strategy in 2007, witketgoal of stimulating additional
passenger demand in the markets we serve. We@taontinue to use low fares to stimulate demarsiraegy that generates additional non-
ticket revenue opportunities and, in turn, allowgafurther lower base fares and stimulate deneaed further. This unbundling and low base
fare strategy is designed to support profitablevgino For 2011 , our operating income margin wa$%3, despite the effects of increased fuel
prices.

Our principal target growth markets are in the dsticelJ.S., Caribbean and Latin America where weaitirer stimulate traffic by
reducing fares or have significant untapped grgvatential for price-sensitive travelers. Many dotieesiarkets are currently underserved by
low-cost, low-fare carriers and we believe we caecessfully grow these markets by increasing fraqigs and aircraft capacity on routes we
currently serve or by introducing service to cities do not serve. Both the Caribbean and Latin Acearmarkets are large and we believe
have significant growth potential for price-senadtiravelers. In the twelve months ended March281.1, air travel between the United States
and the Caribbean and Latin American markets witloin-stop reach of our aircraft from the Unitedt&ayenerated approximately $13.8
billion in revenues, with only limited market stitation by low fares. These markets have historydadlen characterized by untapped travel
demand from price-sensitive customers becauseatteegrimarily served by full-service, higher-faidiaes, and because several countries in
this targeted growth region have historically riesdd air travel competition.

With our base of operations strategically locate@outh Florida, our overwater international roaperating experience and our ULCC
model, we believe we are well positioned to growthdugh we currently have most of our traffic (foescy)flowing through our Fort
Lauderdale airport in South Florida, we are notrizbhy an inefficient hub-and-spoke-model that ezbe connecting traffic and we are not
reliant on or enslaved by market share. We belikgee are hundreds of other attractive locationsudphout the domestic U.S., and Latin
America from which we can develop and reap the fitsnef our low-cost model. With less than 2% ofSUairline capacity and less than 3% of
the capacity in Caribbean and Latin American markstof December 31, 2011, we believe we can gigmifisantly using our aircraft on
order to increase route frequencies and aircrgfcity on existing routes and by establishing newtes both domestically and abroad. By
deploying additional Airbus A320-family aircraft @teveraging our existing infrastructure to drivmeomies of scale, we can lower some of
our unit operating costs even further, allowingasontinue to lower base fares, stimulate marketahd and increase non-ticket revenue
opportunities.

Our History and Corporate Information

We were founded in 1964 as Clipper Trucking Companylichigan corporation. In 1974, we changed @ama to Ground Air Transfer,
Inc. and, beginning in 1983, started doing busimss€harter One, a charter tour operator provittisee! packages to entertainment
destinations such as Atlantic City, Las Vegas &edBahamas. In 1990, we received our Air Carrigtiftmte from the Federal Aviation
Administration and began air charter operationd 982, we renamed ourselves Spirit Airlines, Imd ¢hereafter began adding scheduled
passenger service to destinations such as Fortelrdald, Detroit, Myrtle Beach, Los Angeles and Néavk. In 1994, we reincorporated in
Delaware, and in 1999 we relocated our corporaieldpearters to Miramar, Florida. For financial imfa@tion about operating revenue by
geographic region, refer to the information setifan "Notes to Financial Statements- 19. OperaBegments and Related Disclosures”.

In July 2006, we underwent a corporate recapitiidinan which investment funds managed by Indigafas LLC, or Indigo, acquired
majority stake in us. After this recapitalizatiove began expanding our Caribbean and Latin Americates. In 2007, we made the decision to
compete solely on the basis of price and implenteate ULCC business model.

On June 1, 2011, we completed our initial publiieoeing of common stock, or IPO, which raised netgeeds of $150.0 million after
repayment of debt, payment of transaction expeasdther fees. In connection with the IPO, weatéfé a recapitalization, which we refer to
as the 2011 Recapitalization, that resulted inrépayment or conversion of all of our remainingesctnd shares of preferred stock into shares
of common stock. In connection with the IPO, wevastered into a Tax Receivable Agreement and blyedstributed immediately prior to t
completion of the IPO to the holders of our comrstotk as of such time, or the Pre-IPO Stockholdbesright to receive an amount equal to
90% of the cash savings in federal income taxzedlby us by virtue of the use of the federal petrating loss, deferred interest deductions
and alternative minimum tax credits held by usfdglarch 31, 2011.

Our mailing address and executive offices are &xtat 2800 Executive Way, Miramar, Florida 33021 aur telephone number at that
address is (954) 447-7920. References in this tepdBpirit,” “we,” “us,” “our,” or the “Company”shall mean Spirit Airlines, Inc., unless the
context indicates otherwise. We are subject tartfeemation and periodic reporting requirementshaf Securities Exchange Act of 1934, or
Exchange Act, and, in accordance therewith, fileqokc reports,




proxy statements and other information with theuies and Exchange Commission, or SEC. Such gieri@ports, proxy statements and
other information are available for inspection aogying at the SEC's Public Reference Room at 18@det, NE., Washington, DC 20549 or
may be obtained by calling the SEC at 1-800-SE@088addition, the SEC maintains a Web site gt:Hitww.sec.govhat contains reports,
proxy statements and other information regardisgess that file electronically with the SEC. Weogh®st on the Investor Relations page of
Web site www.spirit.com, a link to our filings with the SEC, our Corpor&@evernance Guidelines and Code of Business CorsthatEthics,
which applies to all directors and all our emplagjesnd the charters of our Audit, Compensationaiée and Nominating and Corporate
Governance committees. Our filings with the SECprgted as soon as reasonably practical afterateefiled electronically with the SEC.
Please note that information contained on our Wiehisnot incorporated by reference in, or consdedo be a part of, this report. You can :
obtain copies of these documents free of chargerhiing to us at: Corporate Secretary, Spirit Aids, Inc., 2800 Executive Way, Miramar,
Florida 33025, or emailing us &orporate.Secretary@spirit.com

Our Business Model

The Spirit Airlines business model is based on tfidiLCCs operating elsewhere in the world, sucRganair in Europe. In deciding to
adopt our current business model, we studied mamycbst airlines and concluded that a ULCC busimesdel focused on domestic routes
within the United States and routes to the Cariblsral Latin America could be successfully deploy®d.have been building a business
around this thesis since 2006.

From the perspective of our customers, our busimextel provides a product offering that combiney vew base fares with transparent
pricing. Our base fare provides everything necgsgara complete and safe flight but excludes esgmvices that some passengers may we
purchase to enhance their travel experience, suiblaggage, telephone booking, a premium seat @naé\seat selection, and food, beverages
and other onboard items. We are not a “no frilisliree, rather we consider ourselves a “frills fofee” airline. We offer a travel experience
similar to our competitors and provide many of pineducts and services offered as part of our cohopgtfares. Rather than embedding the
charge for certain frills, such as checked bagekample, in the base fare, and thus increasingdke fare for all customers whether they ¢
bags or not, we charge a low base fare to coveraaisportation and charge additional fees folsftd only those customers that choose to
purchase extra products or services.

We are focused on price-sensitive travelers whofpagheir own travel costs. We believe our prodagpeals to pricsensitive custome
because we give them the choice to pay only foptbducts and services they value. Our relativishpte fare structure contrasts with the
prevalent pricing policies in the airline industparticularly among network carriers that typicdature many different price offerings and
restrictions for seats on any one flight at anyegitime. Our business model is designed to delivet we believe our customers want: low
fares. We aggressively use low fares to stimulateavel demand in order to increase passengemve] load factors and nditket revenue o
the flights we operate. Higher passenger volumedaad factors help us sell more ancillary prodaaetd services, which in turn allows us to
reduce the base fare we offer even further, stitimgadditional demand. We strive to be recognizgdur customers and potential customers
as the low-fare leader in the markets we serve.

Non-ticket revenue is a critical part of our busimenodel. There are both revenue and cost betefitsr non-ticket strategy. Customers
are typically less price sensitive to non-ticketfehan to base ticket prices, and non-ticket neegmare less seasonal than ticket revenues. In
addition, non-ticket fees provide economic incesdithat drive low-cost behavior. For example, wiverbegan charging fees for checked and
carry-on bags, that encouraged passengers to &heek bags which in turn meant we carried less tedgjowing us to burn less fuel. Also
less carry-on bags allows passengers to load doddifrom the plane faster which promotes faster tumes between flights. Our non-ticket
revenue per passenger flight segment has growpyprimately 800% since 2006. Our non-ticket reveeganeration model is not limited to
products and services related to a particular flight also includes our $9 Fare Club ultra lonefanbscription service, our FREE SPIRIT
affinity credit card program, and the sale of atiserg to third parties on our website and on baardaircraft. We are always looking to
identify new non-ticket revenue sources that witha us to push our base fares even lower.

Our business model permits us to offer low faresabee it is built on low costs. Since changinglmsiness model to a ULCC, we have
operated with a relentless focus on achieving laiv aperating costs at every level of our costctrite. We have already implemented many
low-cost strategies, including the use of our weeband direct-to-consumer marketing to drive ticdades, high daily aircraft utilization, high-
density aircraft configuration, efficient flightlseduling, a single family aircraft fleet, highlygouctive workforce, and the selective use of
outsourced services. Our low fares marketing messageinforced by a low-cost, viral marketing gy incorporating provocative, edgy
content that tends to go viral. Further, our bussraodel involves disciplined management of ouaciy and route network and quick reac
to changes in the economic environment or markeditions, with the goal that each route and eautrait delivers incremental operating
profitability. Our low unit operating costs are tb@re of our business model and our most impordantpetitive advantage.
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Our Strengths

We believe we compete successfully in the airlimistry by exploiting the following demonstratedsimess strengths:
Ultra Low-Cost Structure Our unit operating costs are among the lowestldirlines operating in the Americas. We beli¢vis cost

advantage helps protect our market position antllesais to offer some of the lowest base faresiimuarkets, sustain operating margins and
support continued growth. Our operating costs pail@ble seat mile, or CASM, of 9.91 cents in 204rE, significantly lower than that of the
major domestic network carriers, American AirlinBglta Air Lines, United Air Lines and US Airwayand among the lowest of the domestic
low-cost carriers, including JetBlue Airways anduavest Airlines. We achieve these low operatingt€in large part due to:

high aircraft utilizatior

high-density seating configurations on our airci
our simple operation

no hub-andspoke inefficiencies

highly productive workforct

opportunistic outsourcing of operating functic

operating a modern single fleet type of Airbu2A-family aircraft, with associated lower mainteoa costs and common flight crews
across the fleet;

minimizing sales, marketing and distributiontsatirough direct-t@wonsumer marketin
efficient flight scheduling, including minimal grod times between flights; a

creating a compamyide business culture that is keenly focused ovirtyicosts lowe

Innovative Revenue GenerationWe execute our innovative, unbundled pricingtstig to produce significant non-ticket revenue

generation, which allows us to stimulate passedgarand for our product by lowering base fares aradbkng passengers to identify, select
pay for the products and services they want to @se.unbundled strategy has enabled us to growageanon-ticket revenue per passenger

flight

segment from approximately $5 in 2006 to $42011 by:
charging for checked and camy-baggagt

passing through all distributiaelated expense

charging for premium seats and advance seat smi¢

enforcing ticketing policies, including change f;

generating subscription fees from our $9 FaxeCliltra lowfare subscription servic

deriving brandsased fees from proprietary services, such as REE-SPIRIT affinity credit card progra
selling itinerary attachments, such as hotel amaergal reservations and airport parking, throaghwebsite; ar

selling inflight products and onboard advertisi

Resilient Business Model and Customer Bag®y focusing on price sensitive travelers, we hanantained relatively stable unit rever

and profitability during volatile economic perioddscause we are not highly dependent on premiumbizsimess traffic, which typically
demands a higher cost structure. For example, @9 ,20hen premium-fare business traffic declined ude economic recession, our
operating revenue per available seat mile, or RAGJined 1.9% compared to an average U.S. aiitidiestry decline of over 9%. During tt
same period of volatile fuel prices and global eooit recession, we also were able to achieve thieelst operating income margin in our
history. Based on this performance, we believegnawing customer base is more resilient than tlstorner bases of most other airlines
because our low fares and unbundled service offexppeal to price-sensitive passengers.

Well Positioned for Growth We are the largest operator of internationahtiégflying out of Fort Lauderdale—Hollywood Intetimaal



Airport and are well positioned in the airport’seémational terminal. From this base in South Elasiwe have developed a substantial
network of destinations in our targeted Caribbeaath lzatin American growth markets, profitable U.8ntkstic niche markets and high-volume
routes flown by price sensitive travelers. In thatedd States, we provide service in the marketsifwhich a significant majority of passengers
traveling to the Caribbean and Latin America (inlihg Mexico) originate. From these U.S. markets,massengers have access to 25
Caribbean and Latin American destinations. WittoatB Florida base of operations and with our planfiteet growth, we believe we are well
positioned to grow profitably as we expand furtimo these target markets.
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Experienced Operator in the RegioliVe believe we have substantial experience in lagition, security and customs regulations, local
ground operations and flight crew training requifedsuccessful international and overwater fligherations. All of our aircraft are certified
for overwater operations. We believe we competerfably against other low-cost carriers because ave lbeen conducting international flight
operations since late 2003 and we have develogestastial experience in complying with the varioegulations and business practices in our
targeted growth regions.

Financial Strength Achieved by Cost Discipline FosuWe believe our ULCC business model has delivetezhg financial results in
difficult economic times. We have generated thesailts by:

« keeping a consistent focus on maintaining low ap#rating cost
¢ maintaining disciplined capacity control and flsgte
e ensuring our sourcing arrangements with key thadigs are continually benchmarked against theibdsstry standards; a

* maintaining a simple operation that focuses orvdglig transportatio

Our Strategy

Our goal is to offer compelling value to our cusemby utilizing our low-cost structure and unbwtbpricing strategy and, in so doing,
grow profitably and enhance our position amongéaeing low-cost carriers in the Americas. Throtigh following key elements of our
business strategy, we seek to:

Maintain Low Unit Operating Costs We will support our low-fare strategy by seekingeduce unit operating costs and improve
efficiency by, among other things:

« deploying additional cost-efficient Airbus A32&mily aircraft for highutilization flying;
» spreading our low fixed-cost infrastructure oadargerscale operatio

e continuing to leverage our Fort Lauderdale basapefations

« opportunistically outsourcing operating functic

« using technology to create further operating efficies

« leveraging the labor productivity and scale ignef our fiveyear pilot contract; ar

e continuing our aggressive procurement stra

Couple Low Fares with Expanded Ancillary Services$timulate Traffic and Generate More Stable Revesu Our low unit costs
enable us to operate profitably at low-fare levats] we intend to continue reducing base fareSrtaukate demand from price-sensitive
customers. By stimulating traffic, our goal is teximize non-ticket revenues by increasing passevgjame and load factor, which is the
percentage of seats actually occupied on a fligta.plan to continue expanding our portfolio of #lacy products and services, through new
programs and enhancements to existing offeringsalteseek to maximize revenue opportunities thnauagltiple interactions with customers
at different stages of their travel, from pre-p@ash through travel and pdsip. As we broaden the ancillary products and ises/we sell to ot
customers and increase non-ticket revenues, weueelire will be able to further lower base fareslevhiaintaining profitability, thereby
further stimulating demand while adding stabilibyaur revenue stream. Additionally, our innovativel passthrough separately shows the 1
cost component of the base fare, providing fanesprarency to consumers while encouraging a faagesty with disciplined cost coverage.

Profitably Expand Our Network in Attractive Cariblze, Latin American and U.S. Domestic MarketdVe anticipate further penetrat
attractive international and domestic markets aulyaunderserved by low-cost carriers by increadiequency and aircraft capacity on our
existing routes, as well as by starting new rotaesties we do not yet serve. We believe we cawmplish this by:

e using our knowledge of local U.S. domestic, Glagian and Latin American markets and expertisedal regulatory and business
practices to optimize our route structure and saleed

e pursuing attractive new route opportunities iarkets that limit air carrier competition througkduency or carrier designation
restrictions;






e attempting to maintain profitability across matwork by selecting viable new routes and quickliyucing or discontinuing routes that
do not deliver acceptable margins; and

» selectively expanding our presence in marketsrevithere are high fares or that are underservéoWyare carriers that present
opportunity for demand stimulation when fares aduced.

Our experience has historically been that when nterea new market, average fares in that marketrgdéip decrease and total passenger
traffic generally increases. We believe there amedneds of these high fare markets throughout tinecas which we can penetrate and
benefit from, by stimulating local price-sensitivavelers.

Leverage Our Brand to Grow Revenu&Ve will seek to continue generating customer llyyas the low-fare brand of choice in the
markets we serve in order to drive future tické¢sasupport further network expansion and incréaese factors. In addition, we intend to
leverage our customer base in order to increaseicket revenues by broadening our brand, prodndtservice offerings. These plans include
a focus on increasing sales of itinerary attachmenta commission basis and generating additieesl from proprietary, brartthsed service
such as our FREE SPIRIT miles and our $9 Fare Gliué low-fare subscription service.

Maintain Disciplined Fleet and Network GrowthWe employ a disciplined route and fleet expansimategy that helps us maintain
profitability across our network. Our goal is t@ce quickly to changes in the economic environnaeat market conditions so each route and
each aircraft we operate delivers incremental dpeyarofitability. As of December 31, 2011, firnr@aft orders with Airbus consisted of
106 A320 aircraft (61 classic A320s and 45 A320 NEQ.rcraft are scheduled for delivery from 20h2Pough 2021, and spare engines are
scheduled for delivery from 2012 through 2018. \Weescheduled to take delivery of 7 aircraft in eaERB012, 2013 and 2014, ten aircraft in
2015 and 75 aircraft from 2016 through 2021. Weeh3@ aircraft with operating leases that expireveen 2017 and 2020 for which we have
the option to either renew the lease or return tteethe lessor at the end of the lease period. ¥gea to use our additional aircraft to add
capacity on existing routes in both our targetemvgin markets and our higher demand domestic roatesell as to expand our network
footprint. Consistent with our ULCC model, the nA&20s introduced by us are configured with 178 pagsr seats compared to 150
passenger seats per plane utilized by some ofapetitors, including JetBlue Airways. The introtlan of higher-capacity A320 aircraft
supports reductions in unit costs relative to semali319 aircraft and allows us to deploy the riglzied aircraft according to route length,
passenger volume and seasonality.

Our Products

Our product is our low priced base fares. We preyidssenger airline service primarily to price-gemstravelers and optional travel-
related products or services for additional feas. IOw fares are designed to stimulate demand foaoe-sensitive travelers who might not
otherwise have flown to our destinations due toetkigense or inconvenience involved in travelingeh®ur fares do not require a minimum
stay (e.g., Saturday night stay). Our fares cowdiatbase fare, plus taxes and certain governiieets, which we break out for our customers
so they can see the different components of théit price.

Our non-ticket revenues are generated from aietreslated fees paid by the ticketed passengeutjtrdaggage, bookings through our
distribution channels, advance seat selection fed®t change fees, the sale of food, beverageotrer items on board, commissions from
sales of hotel rooms, trip insurance and renta aad other items related specifically to an idémgr We view our onboard service as a retail
store, with managed inventory levels, a chargafigrroducts and a commission structure designguideide an incentive to sell products. We
also sell vacation packages through Spirit Vacatianone-stop, value-priced vacation website desigo meet customers’ demand for self-
directed packaged travel planning. Spirit Vacatipaskages offer competitive fares for air travelSpirit, a selection of Spirit-recommended
hotels and resorts, car rentals and attractions.

Our other revenues consist of services not dirgetted to providing transportation such as oUEEFSPIRIT affinity credit card
program, $9 Fare Club ultra low-fare subscriptiervie, and the sale of advertising to third parte our website and on board our aircratft.

Effective August 1, 2010, we instituted a carrybaggage policy that we believe increases utiliratimough shorter turn times and
allows customers to save more. Under this poliapjext to certain Federal Aviation Administratiam,FAA, limitations, a bag that can fit
under an aircraft seat (although not required tplaeed under the seat) may be carried on boaedofreharge. A second or larger bag may be
carried on board for a fee of $30 if reserved atwspirit.com or $35 if purchased during online dhé@tor by phone. Members of Spirit's $9
Fare Club receive a $10 discount on carry-on bag fiepurchased during online check-in or by phprier to arrival at the airport. The carry-
on bag fee for all customers if purchased at goditicket counter or kiosk is $40, or $45 if puased at the airport gate. Passengers payil
an additional bag receive priority boarding to allmore time to stow extra luggage. Correspondirth Wiis carry-on baggage policy, many
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fares were reduced by up to $40 allowing custont@essive more by choosing not to bring extra luggagboard.
Competing Based on Total Price

Our goal is to compete based on total price. Wbelthat other airlines have used an all-inclugiiee concept to raise total prices to
consumers, rather than lowering fares by unbundianch product or service. For example, carriersttha “free bags” have included the cost
of checking bags in the total ticket price, nobaling passengers to see how much they would sdkieyfdid not check luggage. We believe
that we and our customers benefit from allowing@uoners to know the total price of their travel bngdking out the cost of additional, optional
products or services. Customers are then ablenpare the total cost of flying with us versus flyianother airline.

We recently modified our online booking procesaltow our customers to see all available optiord their prices prior to purchasing a
ticket, and have initiated a campaign that illustsahat our total prices are lower, on average thur competitors, even when options are
included.

Route Network

As of December 31, 2011, our route network inclugi8dnarkets served by 48 airports throughout NArtterica, the Caribbean and
Latin America. The majority of our routes operai®t from our South Florida gateway at Fort LaudéeHollywood International Airport, or
FLL Airport. As measured by available seat milas¢apacity, for 2011 we had approximately 54% af capacity operating to or from FLL
Airport providing service to the domestic U.S., baribbean and Latin America. For the same pesodpther niche domestic markets mad
the majority of the balance, including Detroit, Migan, Las Vegas, Nevada, Atlantic City, New Jer§hicago, lllinois, Orlando, Florida and
Myrtle Beach, South Carolina. These markets hedwigde seasonal balance to our Caribbean and Latierf&an routes.

Below is a route map of our current network:

PORTLAND

PLATTSBURGH / MONTREAL
BOSTON

NIAGARA FALLS / TORONTO
DETROIT

DENVER  CHICAGO / O'HARE NEW YORK / LAGUARDIA
OAKLAND / LATROBE /
SAN FRANCISCO PITTSBURGH ATLANTIC CITY
LASVEGAS

LOS ANGELES CHARLESTON WASHINGTON, D.C./ REAGAN NATIONAL

SAN DIEGO PHOENIX / DALLAS /

MYRTLE BEACH
MESA FT.WORTH ATLANTA

ORLANDO

L WEST PALM BEACH
FT. MYERS FT.LAUDERDALE
SAN SALVADOR
NASSAU BAHAMAS
BAHAMAS @ opeatesforCub e
AGUADILLA puI RICO
CANCUN SANTIAGO SAN JUAN
TOLUCA / MEXICO CITY MEXICO DOMINICAN REPUBLIC ' i
MEXICO ST.THOMAS
PUNTA CANA  USVI

OMINICAN REPUBLIC

o
MOF’IEMAGICOA B o it! An‘AJwP\Rm:E SANTO DOMINGO
KINGSTON DOMINICAN REPUBLIC

GUATEMALA CITY SA"::’%T,?AS”M ARUBA VA

GUATEMALA
SAN SALVADOR

ELSALVADOR PANAMACITY © CARTAGENA

COLOMBIA

MANAGUA 2
NICARAGUA  SAN JOSE MEDELLIN
COSTARICA COLOMBIA

BOGOTA
ARMENIA COLOM MBIA
CoLOMBIA

LIMA
PERU

Our South Florida gateway is a key component ofroute network and our ULCC strategy. We selected Airport as our base in 2004
due to the strategic and financial benefits it ted, including the geographic proximity to ourreant and planned flight routes serving the
Caribbean and Latin America. FLL Airport is alsagenient to a large local market of price-sensierith Florida residents who are of
Caribbean and Latin American descent seeking adfdedtravel to destinations in those targeted markd.L Airport offers us significantly
lower operating costs than Miami International Airpand is more centrally located in the broadarntBé&lorida market, which spans Palm
Beach, Broward and Dade counties. As of DecembeP@11, we were the largest domestic and internaticarrier at FLL Airport, offering
more nonstop routes than any other carrier, cagrgiore passengers than any other carrier and amgrait of more gates than any other
carrier.
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As of December 31, 2011, our highest volume U.$ektic routes that provide leisure traffic to Soklbrida and, through our South
Florida gateway, to our Latin and Caribbean market&se New York LaGuardia, Washington Reagan, @ud@’Hare, Atlanta, and Atlantic
City.

Our network expansion targets underserved andfempoced markets. We utilize a rigorous processgé¢atify growth opportunities to
deploy new aircraft where we think they will be fitable. To monitor the profitability of each routge analyze weekly and monthly
profitability reports as well as near term foreoast

Competition

The airline industry is highly competitive. Thenmipal competitive factors in the airline industme fare pricing, total price, flight
schedules, aircraft type, passenger amenities, auoflyoutes served from a city, customer sensaggty record and reputation, code-sharing
relationships, and frequent flier programs and mgatéon opportunities. Our competitors and poterd@hpetitors include traditional network
airlines, low-cost carriers, regional airlines arev entrant airlines. We typically compete in méslserved by traditional network airlines and
other low€ost carriers, and to a lesser extent regionahasl Some of our current or future competitors imaye greater liquidity and acces:
capital, and serve more routes, than we do.

Our principal competitors on domestic routes aresfioan Airlines, Delta Air Lines and JetBlue Airv&yOur single largest overlap, at
approximately 60% of our markets as of February200,2, is with American Airlines. Southwest Airlsand AirTran Airways merged in May
2011, but continue to operate as separate car@ersprincipal competitors for service from Soutbriela to our growth markets in the
Caribbean and Latin America are American Airlineotigh its hub in Miami and JetBlue Airways throutshoperations in Fort Lauderdale.
Our principal competitive advantages are our logebfares and our focus on the price-sensitive leaveho pays his or her own travel costs.
These low base fares are facilitated by our low opérating costs, which in 2011 were lower thay @frthe four major network carriers and
lower than the three largest low-cost carriers.bWkeve our low costs coupled with our nticket revenues allows us to price our fares aglk
where we can be profitable while our primary coritpet cannot. Further, we believe we compete fasgravith other low-cost carriers in
serving the Caribbean and Latin America becauskave been conducting international flight operatisimce 2003 and have developed
substantial experience in complying with the vasioeigulations and business practices in thoseteatggowth regions.

The airline industry is particularly susceptibleptice discounting because once a flight is schetjudirlines incur only nominal
incremental costs to provide service to passermmngpying otherwise unsold seats. The expensesdieduled aircraft flight do not vary
significantly with the number of passengers cardad, as a result, a relatively small change imtimaber of passengers or in pricing could
have a disproportionate effect on an airline’s apeg and financial results. Price competition asan a market-by-market basis through price
discounts, changes in pricing structures, fare hiagg target promotions and frequent flier initv&ts. Airlines typically use discount fares and
other promotions to stimulate traffic during nortgalower travel periods to generate cash flow nohaximize RASM. The prevalence of
discount fares can be particularly acute when apstitor has excess capacity that it is under fire@rmressure to sell. A key element to our
competitive strategy is to maintain very low urists in order to permit us to compete successfiulprice-sensitive markets.

Many airlines have marketing alliances with othieirees, under which they market and advertisertb&itus as marketing alliance
partners. Such alliances generally provide for estulring, frequent flier program reciprocity, caoated scheduling of flights to permit
convenient connections and other joint marketirtydies. Such arrangements permit an airline tokegflights operated by other alliance
members as its own. This increases the destinattonsiections and frequencies offered by the airlivhich provide an opportunity to increi
traffic on that airline’s segment of flights contiag with alliance partners. Competitors that dli@mce members with carriers that have
designated route and frequency rights in restgatharkets, such as some of the markets we sethie ilimericas, often are able to compete
advantageously with non-alliance carriers becausg tan use their code-share arrangements toigéhctimit the ability of non-alliance
carriers to increase available seat capacity guieacies in a particular market. Low-cost carrferge not historically been members of any of
the three major alliances, OneWorld, SkyTeam aad Slliance. Similarly, regional airlines typicalgnter into cooperative marketing
relationships with one or more major airlines ungbich the regional airline agrees to use its senalbwer-cost aircraft to carry passengers
booked and ticketed by the major airline betweeityaserved by a major airline and a smaller ouatlyiocation. We currently do not have any
alliances or cooperative marketing relationshipghwi.S. or foreign airlines.

Distribution

As of December 31, 2011, we sold our product thiatigee primary distribution channels: our websitg, outsourced call center, and
third parties such as travel agents who accedsrosgh the Global Distribution System or GDS comesue.g., Amadeus, Galileo, Sabre and
Worldspan) and select online travel agents, or OeAg., Orbitz and Travelocity). We use
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our website, www.spirit.com, as the primary platfidfor ticket sales and 67.1% and 76.5% of our tit&kts sold during 2011 and 2010 ,
respectively, were through direct internet bookingeg our website. After our website, our nexgiést distribution source is travel agencies,
which represented approximately 22.5% and 14.0%alefs for 2011 and 2010 , respectively. An additid®.4% and 9.5% of our total tickets
sold during 2011 and 2010 , respectively, werdlfedf through our outsourced call center.

Our distribution costs are more than 100% covesedus distribution fees. Sales through our websgfgresent our lowest cost
distribution channel and it is the channel througtich we offer our lowest fares. For all other chels, we generally charge incrementally
higher fares and user fees with the objective abitey the users of those other channels to beaxdti¢ional costs.

We were among the first carriers to charge custeradee for making reservations through a callereistead of online. We have
outsourced our call center to a third-party proviaed share a percentage of the booking fee ret@ndicket sales with that provider.

Travel agencies are invited to establish a salesuat with us to enable access to the fares offenedlur website. We maintain a zero
percent standard commission policy for travel ageéraokings worldwide unless local regulations maaedhem. We also have agreements
all the leading GDS companies. GDSs provide flggitedules and pricing information and allow traagnts to electronically book a flight
reservation without contacting our reservationdifgcWe do not, however, have full content agrests in place with any GDS company,
which means we are not required to provide therh agtcess to all of the fares we have on offer ann@bsite. Such an arrangement allows us
to sell higher fares through GDSs, thereby covettiregcost of these arrangements. Similarly, weasseur fares to OTAs only if we are
permitted to withhold our lowest fares from thistdbution channel. For example, tickets purchamedravelocity and Orbitz are at prices
higher than on our direct website to cover theirémental costs of distribution through these OTAs.

Marketing

We are focused on direct to consumer marketingetathto our core price-sensitive customer who paykis or her own travel costs.
Our principal marketing message is our low basesfaConsistent with our ULCC business model, wealusienple marketing message to keep
marketing costs low. We spent approximately 0.2% @&B% as a percentage of total revenues on asivgrfior 2011 and 2010. We do not
engage in general brand or product marketing. &nhgil since our core customers are individual carens, we do not have a direct marketing
or sales function that calls on corporations, gorent agencies or similar large buyers of busitrasel.

Our principal marketing tools are our proprietanyadl distribution list consisting of over five mdh email addresses and our $9 Fare
Club as well as advertisements in online, televisiadio and other channels. Our objective is ®awg low prices, price-based promotions and
creativity to produce viral marketing programs taeg extremely cost effective and achieve outsizelsite traffic and revenue productivity
compared to our competitors. In 2011 and 2010ntheber of unique visitors to our website each maovdk 4.0 million and 3.5 million,
respectively.

The $9 Fare Club is an annual subscription-basedcsethat allows members exclusive access todvest fares on offer and discounted
baggage fees. Much like that of Sam's Club or @gstthere members pay an annual fee in order tarobtdume based discounts, $9 Fare
Club members pay $59.95 per year for first acaesdferings of our lowest fares. The membershipvjgies benefits such as guaranteed
exclusive, member-only fare sales (at least oneeyesix weeks) and private offers on hotels, recéaé and other travel necessities.

Frequent Flier Program

The FREE SPIRIT frequent flier program was initihie 2006 to develop customer loyalty and enabliessaf miles to marketing
partners. The FREE SPIRIT MasterCard is the prinvahjicle whereby customers earn miles and our &etyflier program is geared
specifically towards supporting adoption and camgith use of the credit card.

In 2011, passengers paying with FREE SPIRIT trawelrds represented less than 2% of our total pgeserFREE SPIRIT offers award
travel on every flight without blackout dates. Téare four types of travel awards, Off-Peak, Steshd@eak and Premium, and awards start
with as few as 5,000 miles for customers who atdd the FREE SPIRIT MasterCard. Status levels dferdnt than at other programs beca
all miles are eligible for status whether earnedlying, through bonus miles, special offers, aotigh spending on the FREE SPIRIT
MasterCard. The program also calculates a yeasttds level, and currently miles never expireoag las a customer is active at least every
three months.
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Customers

Our customers are primarily those that pay forrtbein travel. Regardless of whether they are wigifriends and relatives (VFR) or
traveling for leisure or business, because theyfpiatheir own travel, they tend to be price-sausitWe believe VFR traffic makes up the
largest component of our international traffic @he second-largest component of our domestic traffilditionally, we believe our VFR
customers are the most price-sensitive of all oftavelers. Our VFR markets tend to complement@isure-driven markets from both a
seasonal and day of the week perspective. VFRdrafétrongest during the Christmas and New Yeassn, followed by Easter and summer
when children are out of school.

We believe leisure traffic makes up the secondelsirgomponent of our international traffic but thajority of our domestic customers.
This segment responds well to demand stimulaticedan low fares, and South Florida, Myrtle Beddthgntic City and Las Vegas all provi
among the best values among leisure destinatiotheitnited States. Leisure traffic to South Flarihd the Caribbean is strongest in the
winter season, as many seek to leave cold weatherenthey live, and in the summer, when childrencart of school. Traffic to Myrtle Beach
and Atlantic City tends to have a single high seabat begins in the spring and continues throhghfall.

We do not actively target corporate travelers. Wkele that many of our customers who use us feirless travel are small business
travelers who bear their own travel costs, as opgos those who work at larger companies and \ikeyyl have their travel reimbursed. We
believe we have limited penetration with large camips due to the fact we do not support high-cogiarate sales efforts directed to this
consumer segment. To market to larger corporatelees generally, our schedule, product and distidln mechanisms would have to be
modified driving up our overall costs and poteyiaéquiring an increase in fares overall.

Customer Service

We are committed to building a successful airligegdking care of our customers. We believe focusxuoellent customer service in ev
aspect of our operations including personnel, fleduipment, in-flight and ancillary amenities, time performance, flight completion ratios
and baggage handling will strengthen customer tgyaid attract new customers. We proactively airimjgrove our operations to ensure
further improvement in customer service. The Departt of Transportation, or DOT, publishes statistegarding measures of customer
satisfaction for domestic airlines and can assedgenalties for failure to comply with certaiustomer service obligations. For example, we
were assessed a civil penalty relating to our grocedures for bumping passengers from oversigidtél and for the handling of lost or
damaged baggage in 2009. Our performance undamasiservice measures for the years ended Dece8tib2011 , 2010 and 2009 was as
follows:

2011 2010 2009
On-Time Performance (1)(2) 71.2% 73.1% 75.(%
Completion Factor (2)(3) 99.2% 97.2% 99.2%
Mishandled Baggage (2)(4) 2.2t 2.61 3.0¢
Q) Percentage of our scheduled flights that vegerated by us that were time (within 15 minutes

(2 As per Part 234 of the DOT regulations, we arereqtired to report this information to the D¢

3) Percentage of our scheduled flights that vegerated by us, whether or not delayed (i.e., antelled). Includes the impact of

cancelled flights due to the June 2010 pilot strike
4 Our incidence of delayed, mishandled or lost baggsg 1,000 passeng¢

In response to customer and other demands, wetheoeodified our online booking process to allow @ustomers to see all available
options and their prices prior to purchasing adfcknd have initiated a campaign that illustratastotal prices are lower, on average, than our
competitors, even when options are included.

Fleet

We fly only Airbus A320 family aircraft, which prades us significant operational and cost advantagegpared to airlines that operate
multiple fleet types. By operating one fleet types avoid the incremental costs of training crewpasmultiple fleet types. Flight crews are
entirely interchangeable across all of our air¢crafid maintenance, spare parts inventories and opfegational support is highly simplified
relative to more complex fleets. Due to this comality among Airbus single-aisle aircraft, we catane the benefits of a fleet comprised of a
single type of aircraft while still having the filxity to match the capacity and range of the @ifcto the demands of each route.
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As of December 31, 2011, we had a fleet of 37 Adrbimgle-aisle aircraft, consisting of 26 A31951enA320s and two A321s, and the
average age of the fleet was 4.5 years. All ofextisting aircraft were acquired under operatingdsa Our current fleet plan calls for growth to
68 aircraft by the end of 2015.

As of December 31, 2011, firm aircraft orders wAiihbus consisted of 106 A320 aircraft (61 classB28s and 45 A320 NEOSs). Thirty-
one aircraft are scheduled for delivery from 20i@tgh 2015 and an additional 75 aircraft from 20k6ugh 2021. We also have a contrac
purchase commitment for five spare V2500 IAE In&ional Aero Engines AG engines scheduled for éejivn from 2012 through 2018. The
aircraft provide for growth capacity as well asegivs flexibility in our fleet plan to replace all some of the 30 aircraft in our present fleet with
lease expirations between 2017 and 2020. We may telsupplement these deliveries by additionalieitions from the manufacturer or in-
open market if demand conditions merit.

Consistent with our ULCC business model, each ofaingraft is configured with a high density segtronfiguration. Our A319s
accommodate 145 passengers (compared to 120 oadlamit 124 on US Airways), our A320s accommodaBephasengers (compared to 138
or 144 on United and 150 on JetBlue and US Airways) our A321s accommodate 218 passengers (comioat83 on US Airways).

Maintenance and Repairs

We have an FAA mandated and approved maintenangggm, which is administered by our technical ssrsidepartment. Our
maintenance technicians undergo extensive initidl@going training to ensure the safety of owrait.

Aircraft maintenance and repair consists of rouéind non-routine maintenance and work performelivisled into three general
categories: line maintenance, heavy maintenance@mgonent service. Line maintenance consistsudfrme daily and weekly scheduled
maintenance checks on our aircraft, including figh, daily, weekly and overnight checks and arggdostics and routine repairs and any
unscheduled items on an as needed basis. Lineanaimte events are currently serviced by in-housdhamécs and supplemented by contract
labor and are primarily completed at airports weantly serve. Heavy airframe maintenance checksisbof a series of more complex tasks
that can take from one to four weeks to accomglisth typically are required approximately every 2fnths. Heavy engine maintenance is
performed approximately every four to six years amdlides more complex scope of work. Due to olatieely small fleet size and projected
fleet growth, we believe outsourcing all of our ineanaintenance, such as engine servicing and rpajorepair, and component service ref
are more economical. Outsourcing eliminates th@irgapital requirements inherent in heavy aircnadintenance. We have entered into a
long-term flight hour agreement with IAE for ourgéme overhaul services and Lufthansa Technik oham-by-hour basis for component
services. During 2011, we outsourced our heavyaairé maintenance to a qualified FAA maintenanceiges. These contracts cover all of
aircraft component inventory acquisition, replacatend repairs.

Our recent maintenance expenses have been lowewttat we expect to incur in the future becausthefelatively young age of our
aircraft fleet. Our maintenance costs are expettiétcrease as the scope of repair increases hathitcraft age. As our aircraft age, scheduled
scope of work and frequency of unscheduled maimemavents is likely to increase like any matueetfl Our aircraft utilization rate could
decrease with the increase in aircraft maintenance.

Employees

Our business is labor intensive, with labor cosggesenting approximately 19.6% , 22.0% and 23.Détiototal operating costs for
2011, 2010 and 2009 , respectively. As of DecerBtte011, we had 534 pilots, 795 flight attendab®sflight dispatchers, 122 mechanics,
770 airport agents/other, and 341 employees in ridtrative roles for a total of 2,580 employeespAgpximately 52% of our employees were
represented by labor unions under three differelctive-bargaining agreements. On an averageifu# equivalent basis, for the full year
2011, we had 2,456 employees, compared to 2,192Q10.

FAA regulations require pilots to have commerdieghses with specific ratings for the aircraft &flown, and to be medically certified
as physically fit to fly. FAA and medical certifitans are subject to periodic renewal requireméertisiding recurrent training and recent flyi
experience. In December 2007, federal legislatias @nacted increasing the mandatory retiremenfoadé S. commercial airline pilots from
age 60 to age 65. Mechanics, quality-control inspscand flight dispatchers must be certificated qualified for specific aircraft. Flight
attendants must have initial and periodic compstéraining and qualification. Training programs atéject to approval and monitoring by
FAA. Management personnel directly involved in supervision of flight operations, training, mairdece, and aircraft inspection must also
meet experience standards prescribed by FAA ragokatAll safety-sensitive employees are subjegresemployment, random, and post-
accident drug testing.
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The Railway Labor Act, or RLA, governs our relasonith labor organizations. Under the RLA, the eclive bargaining agreements
generally do not expire, but instead become amdeadeabof a stated date. If either party wishes adlify the terms of any such agreement, t
must notify the other party in the manner agreeoytthe parties. Under the RLA, after receipt affsunotice, the parties must meet for direct
negotiations, and if no agreement is reached, reithty may request the National Mediation Board\MB, to appoint a federal mediator. T
RLA prescribes no set timetable for the direct riiegjion and mediation process. It is not unusuatfiose processes to last for many months,
and even for a few years. If no agreement is rehohenediation, the NMB in its discretion may deelat some time that an impasse exists,
and if an impasse is declared, the NMB profferslinig arbitration to the parties. Either party maglehe to submit to arbitration. If arbitration
is rejected by either party, a 30-day “cooling gf€riod commences. During that period (or afteBresidential Emergency Board, or PEB,
may be established, which examines the partiestipos and recommends a solution. The PEB pro@ess for 30 days and is followed by
another “cooling off” period of 30 days. At the eoida “cooling off” period, unless an agreementiached or action is taken by Congress, the
labor organization and the airline each may retsotself-help,” including, for the labor organizati, a strike or other labor action, and for the
airline, the imposition of any or all of its progmsamendments and the hiring of new employeegtaae any striking workers. Congress and
the President have the authority to prevent “selphby enacting legislation that, among other gjisinimposes a settlement on the parties. The
table below sets forth our employee groups andstaitthe collective bargaining agreements.

Employee Groups Representative Status of Agreement/Amendable Date
Pilots Airline Pilots Association, Internation@I(PA) Becomes amendable on August 1, 2015.
Flight Attendants Association of Flight Attenda(#d-A) In negotiation. Became amendable in 2007.
Dispatchers Transport Workers Union (TWU) Becomeendable in July 2012.

We focus on hiring highly productive employees amblere feasible, designing systems and proceseaadautomation and outsourci
in order to maintain our low-cost base.

Safety and Security

We are committed to the safety and security ofpmasengers and employees. Some of the safety emdtygeneasures we have taken
include: aircraft security and surveillance, pesitbag matching procedures, enhanced passengeaggedge screening and search procedures
and securing of cockpit doors. We strive to compith or exceed health and safety regulation statgldn pursuing these goals, we maintain
an active aviation safety program and all of ouspenel are expected to participate in the progaathtake an active role in the identification,
reduction and elimination of hazards.

Our ongoing focus on safety relies on training employees to proper standards and providing thetmtivé tools and equipment they
require so they can perform their job functionaisafe and efficient manner. Safety in the workplkacgets several areas of our operation
including: flight operations, maintenance, in-fligbispatch, and station operations. The Transfiont&ecurity Administration, or TSA, is
charged with aviation security for both airlineslairports. We maintain active, open lines of comioation with the TSA at all of our
locations to ensure proper standards for secufibuppersonnel, customers, equipment and fadliiee exercised throughout the operation.

Insurance

We maintain insurance policies we believe are pésycustomary in the airline industry and as reqliyy the DOT. The policies
principally provide liability coverage for publicd passenger injury; damage to property; loss ofaonage to flight equipment; fire and
extended coverage; directors’ and officers’ liapjladvertiser and media liability; cyber risk libty; fiduciary; and workerscompensation ar
employer’s liability. We have obtained third-paviyar risk (terrorism) insurance through a speciagpam administered by the FAA, resulting
in lower premiums than if we had obtained this nasige in the commercial insurance market. Showddyfvernment discontinue this covere
obtaining comparable coverage from commercial undtars could result in substantially higher premaiand more restrictive terms, if it is
available at all. Although we currently believe ansurance coverage is adequate, there can besumase that the amount of such coverage
will not be changed or that we will not be forcedoear substantial losses from accidents.

Foreign Ownership

Under DOT regulations and federal law, we mustdr@rolled by U.S. citizens. In order to qualify l@ast 75% of our stock must be
voted by U.S. citizens and our president and &t fieo-thirds of our board of directors and sem@magement must be U.S. citizens.
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On December 7, 2011, we entered into a Stock Digion Agreement with Indigo Miramar LLC and its migers. Pursuant to the Stock
Distribution Agreement 10,576,180 shares of outlite;mcommon stock were exchanged on a share-foediasis for shares of non-voting
common stock. As of December 31, 2011, there w@rg75,180 shares of outstanding non-voting comrhanes, which had decreased to
4,827,600 on February 10, 2012 due to non-votirgeshbeing converted back to voting shares in camg 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
transportation in the United States are the DOTthad=AA. The DOT has jurisdiction over economiuiss affecting air transportation, such
as competition, route authorizations, advertising sales practices, baggage liability and disaptessenger transportation, among other areas,
several of which were included in new rules effexin August 2011 relating to, among other thifgsy airlines handle interactions with
passengers through advertising, the reservatiorteps) at the airport and on board the aircraft. 0@& has extended the effective date for
certain of these rules. See “Risk Factors—Resbristion or increased taxes applicable to fees @r atiarges for ancillary products and
services paid by airline passengers and burdensonmsimer protection regulations or laws could haambusiness, results of operations and
financial condition."The DOT has a pending notice of proposed rulema&iuyessing additional accommodations requiregpdssengers wil
certain disabilities and on December 21, 2011 anced a new final rule related to flight crew dutdaest requirements. We cannot forecast
the impact on costs and revenues should some of #lé proposed rules be implemented.

The DOT has authority to issue certificates of pubbnvenience and necessity required for airlbogsrovide air transportation. We hold
a DOT certificate of public convenience and nedgssithorizing us to engage in scheduled air trartafion of passengers, property and mail
within the United States, its territories and passgmns and between the United States and all deartrat maintain a liberal aviation trade
relationship with the United States (known as “opkies” countries). We also hold DOT certificate®hgage in air transportation to certain
other countries with more restrictive aviation pi@s. In 2009, we entered into a consent order thighDOT for our procedures for bumping
passengers from oversold flights and our handlfrigst or damaged baggage. Under the consent osewere assessed a civil penalty of
$375,000, of which we were required to pay only%200 based on an agreement with the DOT and duraving similar violations in the
year after the date of the consent or

The FAA is responsible for regulating and oversgeiratters relating to air carrier flight operatipmeluding airline operating
certificates, aircraft certification and maintenarand other matters affecting air safety. The FAduires each commercial airline to obtain and
hold an FAA air carrier certificate. This certifteain combination with operations specificatiogsued to the airline by the FAA, authorizes
airline to operate at specific airports using afcapproved by the FAA. As of December 31, 2014 had FAA airworthiness certificates for
all of our aircraft, we had obtained the neces§#m authority to fly to all of the cities we curréy serve and all of our aircraft had been
certified for overwater operations. We believe wédhall necessary operating and airworthiness aightions, certificates and licenses and are
operating in compliance with applicable DOT and Flefyulations, interpretations and policies.

International Regulation

All international service is subject to the regatgtrequirements of the foreign government involwat currently operate international
service to Aruba, the Bahamas, Colombia, Costa, Rioainican Republic, El Salvador, Guatemala, H&ltnduras, Jamaica, Mexico,
Nicaragua, Panama, Peru and St. Maarten, as wellerdo Rico and the U.S. Virgin Islands. If weidedo increase our routes to additio
international destinations, we will be requirecbtiiain necessary authority from the DOT and thdiegipe foreign government. We are also
required to comply with overfly regulations in caries that lay along our routes but which we doseve.

International service is also subject to CustontsBorder Protection, or CBP, immigration and adtime requirements and the
requirements of equivalent foreign governmentahages. Like other airlines flying international tes, from time to time we may be subjec
civil fines and penalties imposed by CBP if unmesiéd or illegal cargo, such as illegal narcote$ound on our aircraft. These fines and
penalties, which in the case of narcotics are baped the retail value of the seizure, may be suttistl. In the past several years, we have
incurred several penalties from CBP, which havebaan material in the aggregate. We have implerdemtmmprehensive security progran
our airports to reduce the risk of illegal carginigeplaced on our aircraft, and we seek to coopaaatively with CBP and other U.S. and
foreign law enforcement agencies in investigatmgjdents or attempts to introduce illegal cargo.
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Security Regulation

The TSA was created in 2001 with the responsibditg authority to oversee the implementation, arsliee the adequacy, of security
measures at airports and other transportatioritfasil Since the creation of the TSA, airport séguras seen significant changes including
enhancement of flight deck security, the deploynuériederal air marshals on board flights, increlaaeport perimeter access security,
increased airline crew security training, enharsmelrity screening of passengers, baggage, catheraployees, training of security screening
personnel, increased passenger data to CBP angrbackl checks. Funding for passenger securityagiged in part by a per enplanement
ticket tax (passenger security fee) of $2.50 pesgager flight segment, subject to a $5 per onetr@gap. The TSA was granted authority to
impose additional fees on air carriers if necestagover additional federal aviation security so$tursuant to its authority, the TSA may
revise the way it assesses this fee, which cogldltren increased costs for passengers and/or esafinot forecast what additional security
safety requirements may be imposed in the fututbercosts or revenue impact that would be assatisith complying with such
requirements. The TSA also assesses an AviatioarBetnfrastructure Fee, or ASIF, on each airli@air ASIF fee is approximately $1.6
million per year.

Environmental Regulation

We are subject to various federal, state and llaged and regulations relating to the protectiothefenvironment and affecting matters
such as aircraft engine emissions, aircraft naisisgons, and the discharge or disposal of maseaiatl chemicals, which laws and regulations
are administered by numerous state and federatageMhe Environmental Protection Agency, or ERjulates operations, including air
carrier operations, which affect the quality ofiaithe United States. We believe the aircraftun fteet meet all emission standards issued by
the EPA. Concern about climate change and greeehgases may result in additional regulation orttaraof aircraft emissions in the United
States and abroad.

Federal law recognizes the right of airport opesataith special noise problems to implement locdase abatement procedures so long as
those procedures do not interfere unreasonablyintignstate and foreign commerce and the natian&leansportation system. These
restrictions can include limiting nighttime opeaats, directing specific aircraft operational prasex$ during takeoff and initial climb, and
limiting the overall number of flights at an airpdlone of the airports we serve currently resdrtbie number of flights or hours of operation,
although it is possible one or more of such aiiparay do so in the future with or without advanoéae.

Other Regulations

We are subject to certain provisions of the Commations Act of 1934, as amended, and are requiretittin an aeronautical radio
license from the Federal Communications Commissiof,CC. To the extent we are subject to FCC requénts, we will take all necessary
steps to comply with those requirements. We are fubject to state and local laws and regulatidthscations where we operate and the
regulations of various local authorities that opethe airports we serve.

Future Regulations

The U.S. and foreign governments may consider dogtanew laws, regulations, interpretations andcped regarding a wide variety of
matters that could directly or indirectly affectraasults of operations. We cannot predict whaslawgulations, interpretations and policies
might be considered in the future, nor can we judbat impact, if any, the implementation of anytlfidse proposals or changes might have on
our business.
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ITEM 1A. RISK FACTORS

You should carefully consider the risks describeldl and the other information in this report. Hyaof the following risks
materialize, our business could be materially hadiand our financial condition and results of opéwas could be materially and adversely
affected. The risks described below are not thg onés facing us. Additional risks not currentlywm to us or that we currently believe are
immaterial may also impair our business, resultspérations, financial condition and liquidity.

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

We face significant competition with respect totesy fares and services. Within the airline indystre compete with traditional network
airlines, other lowecost airlines and regional airlines on many of murtes. Competition in most of the destinationspresently serve is inten:
due to the large number of carriers in those markairthermore, other airlines may begin servicearease existing service on routes where
we currently face no or little competition. Subgialty all of our competitors are larger and haigngicantly greater financial and other
resources than we do.

The airline industry is particularly susceptibleptice discounting because once a flight is schegtjudirlines incur only nominal
additional costs to provide service to passengergmying otherwise unsold seats. Increased faothar price competition could adversely
affect our operations. Moreover, many other aidihave begun to unbundle services by charging aepfaes for services such as baggage
advance seat selection. This unbundling and oth&trreducing measures could enable competitonaglio reduce fares on routes that we
serve.

In addition, airlines increase or decrease capatityarkets based on perceived profitability. Dieeis by our competitors that increase
overall industry capacity, or capacity dedicated fmarticular domestic or foreign region, marketaute, especially increased capacity in and
out of South Florida, could have a material advérggact on our business. If a traditional netwarkree were to successfully develop a low-
cost structure or if we were to experience incréasempetition from other low-cost carriers, ouribess could be materially adversely
affected.

All of the domestic traditional network airlinesugaon one or more occasions initiated bankruptogeedings in attempts to restructure
their debt and other obligations and reduce theérating costs. On November 29, 2011, AMR Corporasind substantially all of its
subsidiaries, including American Airlines, Inclefi a petition for relief under Chapter 11 of th&SUBankruptcy Code. We presently compete
with American Airlines in a majority of our market#/e cannot predict the extent to which the penderfichis bankruptcy proceeding will
change our competitive dynamic with American Aiglinor the extent to which a successfully reorgahfmerican Airlines, or the acquisition
of American Airlines by another carrier, will resit a more effective competitor to us.

Our growth and the success of our ULCC businessehmmlild stimulate competition in our markets thglowur competitors’
development of their own ULCC strategies or newkeagentrants. Any such competitor may have grdatancial resources and access to
cheaper sources of capital than we do, which cenfible them to operate their business with a l@est structure than we can. If these
competitors adopt and successfully execute a UL@Sness model, we could be materially adverselkycaé.

There have been numerous mergers and acquisitibms Whe airline industry including, for examptége recent combinations of Delta
Air Lines and Northwest Airlines, United Airlines@ Continental Airlines, and Southwest Airlines &idlran Airways. In the future, there
may be additional mergers and acquisitions in ndustry. Any business combination could signifitaatter industry conditions and
competition within the airline industry and coulause fares of our competitors to be reduced.

The extremely competitive nature of the airlineustly could prevent us from attaining the levepagsenger traffic or maintaining the
level of fares or revenues related to ancillaryisess required to sustain profitable operationséw and existing markets and could impede our
growth strategy, which could harm our operatingiitss Due to our relatively small size, we are sysible to a fare war or other competitive
activities in one or more of our key markets, imthg South Florida, which could have a materialeade effect on our business, results of
operations and financial condition.

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

Our low-cost structure is one of our primary conitpet advantages. However, we have limited condr@r many of our costs. For
example, we have limited control over the price awndilability of aircraft fuel, aviation insurancarport and
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related infrastructure taxes, the cost of meethmanging regulatory requirements, and our cost tess capital or financing. In addition, the
compensation and benefit costs applicable to dfsignt portion of our employees are establishedhgyterms of our collective bargaining
agreements. We cannot guarantee we will be abieafotain a cost advantage over our competitoruifcost structure increases and we ai
longer able to maintain a cost advantage over ompetitors, it could have a material adverse effecour business, results of operations and
financial condition.

The airline industry is heavily impacted by the prce and availability of aircraft fuel. Continued volatility in fuel costs or significant
disruptions in the supply of fuel, including hurricanes and other events affecting the Gulf Coast ingpticular, could materially adversely
affect our business, results of operations and fimecial condition.

Aircraft fuel costs represent our single largestraging cost, accounting for 41.9% , 34.8% , an@%®f our total operating expenses
2011 , 2010 and 2009espectively. As such, our operating resultssagaificantly affected by changes in the availapiind the cost of aircre
fuel, especially aircraft fuel refined in the U®ulf Coast region, on which we are highly dependBoth the cost and the availability of airc
fuel are subject to many meteorological, economit political factors and events occurring throughtbe world, which we can neither control
nor accurately predict. For example, a major harmm&making landfall along the Gulf Coast could eadisruption to oil production, refinery
operations and pipeline capacity in that regiorssiiay resulting in significant increases in theerof aircraft fuel and diminished availability
of aircraft fuel supplies. Any disruption to oilqatuction, refinery operations or pipeline capaaityhe Gulf Coast region could have a
disproportionate impact on our operating resultagared to other airlines that have more diversified sources.

Aircraft fuel prices have been subject to high Vibtg, fluctuating substantially over the past seal years and very sharply beginning in
2008. Due to the large proportion of aircraft foests in our total operating cost base, even &ivelg small increase in the price of aircraft f
can have a significant negative impact on our dpegaosts and on our business, results of operatmd financial condition.

Our fuel hedging strategy may not reduce our fuel asts.

We enter into fuel derivative contracts in ordemntitigate the risk to our business from future tibts in fuel prices. As of December 31,
2011, we had fuel hedges using U.S. Gulf Coadti@tcollars in place for approximately 40% of @stimated fuel consumption for the first
quarter of 2012. Additionally, during hurricane sea (August through October), we use basis swapg DY MEX Heating Oil indexes to
protect the refining price risk between the pri€erade oil and the price of refined jet fuel. Thean be no assurance that we will be able to
enter into fuel hedge contracts in the future. [@uidity and general level of capital resourcep#uts our ability to hedge our fuel
requirements. Even if we are able to hedge portidroar future fuel requirements, we cannot guaarhat our hedge contracts will provide
sufficient protection against increased fuel costthat our counterparties will be able to perfamder our hedge contracts, such as in the case
of a counterparty’s insolvency. Furthermore, oulitgtto react to the cost of fuel, absent hedgiisdimited since we set the price of tickets in
advance of incurring fuel costs. Our ability to pas any significant increases in aircraft fueltsdlrough fare increases could also be limited.
Finally, it is currently unknown what impact the dibFrank Wall Street Reform and Consumer Protedictwill have on collateral and
margin requirements for fuel hedging, which cougghgficantly impair our ability to hedge our fuedsts. As of December 31, 2011 , the fair
value of our fuel derivative contracts was an as§80.3 million . In the event of a further redioctin fuel prices compared to our hedged
position, our hedged positions could counteractctis benefit of lower fuel prices and could requis to post additional cash margin
collateral. Please see “Management’s Discussionfauadlysis of Financial Condition and Results of @g®ns—Trends and Uncertainties
Affecting Our Business—Aircraft Fuel.”

Restrictions on or increased taxes applicable to és or other charges for ancillary products and seiices paid by airline passengers and
burdensome consumer protection regulations or lawsould harm our business, results of operations anfinancial condition.

During 2011 , 2010 and 2009 , we generated noreticdvenues of $381.5 million , $243.3 million &163.9 million , respectively. Our
non-ticket revenues are generated from fees foongnother things, baggage, bookings through odurildigion channels, advance seat
selection, itinerary changes and loyalty program#pril 2011, the DOT published a broad set o&firules relating to, among other things,
how airlines handle interactions with passengenautiih advertising, the reservations process, atitipert and on board the aircraft. The final
rules require airlines to publish a full fare foflight, including mandatory taxes and fees, andrtbance disclosure of the cost of optional
products and services, including baggage chardesrdles restrict airlines from increasing ticketes post-purchase (other than increases
resulting from changes in government-imposed feg¢ax@s) and increase significantly the amountsoope of compensation payable to
passengers involuntarily denied boarding due tasates. The final rules also extend the applicghif tarmac delay reporting and penalties to
include international flights and provide that ms¢ions made more than one week prior to flightdaay be held at the quoted fare without
payment, or cancelled without penalty, for 24 hodtkof these new rules became effective by
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January 24, 2012. Failure to remain in full comptia with these rules by the January 2012 effectate, the DOT may subject us to fines or
other enforcement action, including requirementstalify our passenger reservations system, whidltddoave a material adverse effect on
our business. Moreover, we cannot assure you tdmpliance with these new rules will not have a maktadverse effect on our business. In
addition, the U.S. Congress and Federal adminigtragencies have undertaken investigations oditiee industry practice of unbundling
services, including public hearings held in Julyt@0If new taxes are imposed on nimket revenues, or if other laws or regulatiors adopte
that make unbundling of services impermissiblenore cumbersome or expensive than the new rulesided above, our business, results of
operations and financial condition could be harn@ahgressional and other government scrutiny msy ehange industry practice or public
willingness to pay for ancillary services. See dlsé/Ne are subject to extensive regulation by thddfal Aviation Administration, the
Department of Transportation, and other U.S. aneida governmental agencies, compliance with whimhld cause us to incur increased ¢
and adversely affect our business and financiailt®$

The airline industry is particularly sensitive to changes in economic conditions. Continued negative@omic conditions or a
reoccurrence of such conditions would negatively ipact our business, results of operations and finaine condition.

Our business and the airline industry in genemladfected by many changing economic condition®beyour control, including, among
others:

« changes and volatility in general economic ctads, including the severity and duration of amyvdturn in the U.S. or global
economy and financial markets;

« changes in consumer preferences, perceptioandspy patterns or demographic trends, includingiacreased preference for higher-
fare carriers offering higher amenity levels, aeduced preferences for low-fare carriers offeringerbasic transportation, during
better economic times;

» higher levels of unemployment and varying levelsligbosable or discretionary incor
« depressed housing and stock market prices
* lower levels of actual or perceived consumer canfik

These factors can adversely affect, and from tortérie have adversely affected, our results of atpans, our ability to obtain financing
on acceptable terms and our liquidity generallyfavarable general economic conditions, such asdrighemployment rates, a constrained
credit market, housing-related pressures and isetefocus on reducing business operating costeeclute spending for price-sensitive and
business travel. For many travelers, in partictilarprice-sensitive travelers we serve, air trartgfion is a discretionary purchase that they
may reduce or eliminate from their spending inidifft economic times. The overall decrease in dafrfanair transportation in the United
States in 2008 and 2009 resulting from record fugih prices and the economic recession requiretdbhaake significant steps to reduce our
capacity, which reduced our revenues. Unfavorabbamemic conditions could also affect our abilityréise prices to counteract increased fuel,
labor or other costs, resulting in a material agdeeaffect on our business, results of operatioddiaancial condition.

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

The terrorist attacks of September 11, 2001 anid &ftermath negatively affected the airline indusfThe primary effects experienced
the airline industry included:

» substantial loss of revenue and flight disruptiosts caused by the grounding of all commerdiatafic in or headed to the United
States by the Federal Aviation Administration, &4 for about three days after the terrorist ati&ck

* increased security and insurance ci

* increased concerns about future terrorist att:

« airport shutdowns and flight cancellations and gieldue to security breaches and perceived safetgit) an
« significantly reduced passenger traffic and yielde to the subsequent dramatic drop in demandrftrasel.

Since September 11, 2001, the Department of Hordeédaaurity and the Transportation Security Admiaisbn, or TSA, have
implemented numerous security measures that reairiine operations and increase costs, and kedylio implement additional measures in
the future. For example, following the widely pulitied attempt of an alleged terrorist to deton&dstft explosives hidden underneath his



clothes on a Northwest Airlines flight on Christniaay in 2009,
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international passengers became subject to enhaacddm screening, which may include patvns, explosive detection testing or body s¢
Enhanced passenger screening, increased reguggti@nning carry-on baggage and other similar retgins on passenger travel may further
increase passenger inconvenience and reduce thenddor air travel. In addition, increased or erdeghsecurity measures have tended to
result in higher governmental fees imposed onraglj resulting in higher operating costs for a@dinwhich we may not be able to pass on to
consumers in the form of higher prices. Any futteeorist attacks or attempted attacks, even ifnatle directly on the airline industry, or the
fear of such attacks or other hostilities (incly@levated national threat warnings or selectiveebation or redirection of flights due to terror
threats) would likely have a material adverse éffgcour business, results of operations and filmheondition, and on the airline industry in
general.

Airlines are often affected by factors beyond theiicontrol including: air traffic congestion at airports; air traffic control inefficiencies;
adverse weather conditions, such as hurricanes otibzards; increased security measures; new travektated taxes or the outbreak of
disease, any of which could harm our business, oping results and financial condition.

Like other airlines, we are subject to delays cdusefactors beyond our control, including air fimtongestion at airports, air traffic
control inefficiencies, adverse weather conditionsreased security measures, new travel relatex$ tand the outbreak of disease. Delays
frustrate passengers and increase costs, whichrircould adversely affect profitability. The fedegovernment singularly controls all U.S.
airspace, and airlines are completely dependetit@RAA to operate that airspace in a safe, efficéand affordable manner. The air traffic
control system, which is operated by the FAA, fadesllenges in managing the growing demand for HifSravel. U.S. and foreign air-traffic
controllers often rely on outdated technologies thatinely overwhelm the system and compel aiditeefly inefficient, indirect routes
resulting in delays. Adverse weather conditions raairal disasters, such as hurricanes affectintheon Florida and the Caribbean, winter
snowstorms affecting the Northeast United StatetieJanuary 2010 earthquake in Port-au-Princi, idan cause flight cancellations or
significant delays. Cancellations or delays duadeerse weather conditions or natural disastersadfic control problems or inefficiencies,
breaches in security or other factors could harmbosiness, results of operations and financiatitmm. Similarly, outbreaks of pandemic or
contagious diseases, such as avian flu, severe egsgiiratory syndrome (SARS) and H1IN1 (swine)dbyld result in significant decreases in
passenger traffic and the imposition of governmestrictions in service and could have a matedskease impact on the airline industry.
Increased travel taxes, such as the Travel Prométib, enacted March 10, 2010, which charges visitimm certain countries a $10 fee every
two years to travel into the United States to dlileicertain travel promotion efforts, could alesult in decreases in passenger traffic. Any
general reduction in airline passenger traffic ddudve a material adverse effect on our business|ts of operations and financial condition.

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 portiddour revenue from order referral fees, revenweshnd other fees paid to us by
third-party merchants for customer click-througtistribution of third-party promotional materialsdareferrals arising from products and
services of the third-party merchants that we dffesur customers on our website. Some of thesé-fiarty referral-based offers are for
memberships in discount programs or similar proomgtimade to customers who have purchased prodaootsus, and for which we receive a
payment from the third-party merchants for evergtomer that accepts the promotion. Certain of thigisg-party membership discount
programs have been the subject of consumer contplditigation and regulatory actions alleging tha enrollment and billing practices
involved in the programs violate various consunretgrtion laws or are otherwise deceptive. Any @iévor governmental claim or action that
may be brought against us in the future relatintpése third-party membership programs could résuur being obligated to pay damages or
incurring legal fees in defending claims. These ages and fees could be disproportionate to thentesewe generate through these
relationships. In addition, customer dissatisfatto a significant reduction in or termination bétthird-party membership discount offers on
our website as a result of these claims could laavegative impact on our brand, and have a matmhiarse effect on our business, results of
operations and financial condition.

We face competition from air travel substitutes.

In addition to airline competition from traditionaétwork airlines, other low-cost airlines and oegil airlines, we also face competition
from air travel substitutes. On our domestic routes face competition from some other transpontagitbernatives, such as bus, train or
automobile. In addition, technology advancementsy limait the desire for air travel. For example, @ateleconferencing and other methods of
electronic communication may reduce the need fgreirson communication and add a new dimension opetition to the industry as travel
seek lower-cost substitutes for air travel. If we anable to adjust rapidly in the event the batmompetition in our markets changes, it could
have a material adverse effect on our businessltsesf operations and financial condition.
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Risks Related to Our Business

Increased labor costs, union disputes, employee #tes and other labor-related disruption may adversky affect our business, results of
operations and financial conditions.

Our business is labor intensive, with labor cospgesenting approximately 19.6% , 22.0% and 23.Détiototal operating costs for
2011, 2010 and 2009 , respectively. As of Decer3te011 , approximately 52% of our workforce weygresented by labor unions and
thereby covered by collective bargaining agreeméfits cannot assure you that our labor costs gaingdrd will remain competitive because
in the future our labor agreements may be amendbdanme amendable and new agreements could have wath higher labor costs; one or
more of our competitors may significantly reduceittiabor costs, thereby reducing or eliminating comparative advantages as to one or
more of such competitors; or our labor costs mayeiase in connection with our growth. We may akscoe subject to additional collective
bargaining agreements in the future as non-unionizarkers may unionize.

Relations between air carriers and labor uniorteénUnited States are governed by the Railway L&lobror the RLA. Under the RLA,
collective bargaining agreements generally cortainendable dates” rather than expiration datestlamdRLA requires that a carrier maintain
the existing terms and conditions of employmenbfeing the amendable date through a multi-stageusu@lly lengthy series of bargaining
processes overseen by the National Mediation Baarthe NMB. This process continues until either plarties have reached agreement on a
new collective bargaining agreement, or the patsee been released to “self-help” by the NMB. lostrcircumstances, the RLA prohibits
strikes; however, after release by the NMB, casraerd unions are free to engage in self-help measurch as lockouts and strikes.

Our flight operations were shut down due to a sthl¢ our pilots beginning on June 12, 2010 andnigstntil we and the union
representing our pilots reached a tentative agraefoea new contract. Under a Return to Work Agrneat, we began to resume flights on
June 17, 2010 and resumed our full flight schedualdune 18, 2010. On August 1, 2010, we and tloéspilinion executed a fivgear collectivi
bargaining agreement. This shutdown had a matadizdrse effect on our results of operations foll2®lease see “Management’s Discussion
and Analysis of Financial Condition and Result©glerations—June 2010 Pilot Strike.”

Our collective bargaining agreement with our flightendants became amendable in August 2007, ardter@urrently engaged in
negotiations with the union representing our fligttendants. Our collective bargaining agreemetit wir dispatchers becomes amendable in
July 2012. The outcome of our collective bargainiegotiations cannot presently be determined amdiettms and conditions of our future
collective bargaining agreements may be affectethéyesults of collective bargaining negotiatiahsther airlines that may have a greater
ability, due to larger scale, greater efficiencyotrer factors, to bear higher costs than we cha.rleed for workforce reductions and wage and
benefit concessions in the current adverse econemitonment may have an adverse effect on our ledations and employee morale. In
addition, if we are unable to reach agreement aiih of our unionized work groups in current or fetnegotiations regarding the terms of t
collective bargaining agreements, we may be sulbjeabrk interruptions or stoppages. Any such actioother labor dispute with unionized
employees could disrupt our operations, reducemifitability, or interfere with the ability of oumanagement to focus on executing our
business strategies. Our business, results of ipesaand financial condition may be materially exbely affected based on the outcome of our
negotiations with the union representing our fligtiendants.

We have a significant amount of aircraftrelated fixed obligations that could impair our liquidity and thereby harm our business, result:
of operations and financial condition.

The airline business is capital intensive and, gesalt, many airline companies are highly levedaddl of our aircraft are leased, and in
2011 and 2010 we paid the lessors rent of $116l®mand $103.4 million, respectively, and mairdane deposits net of reimbursements of $
38.3 million and $35.7 million, respectively. AsBécember 31, 2011, we had future operating lebbgations of approximately $1.2 billion.

In addition, we have significant obligations forcaaft and spare engines that that we have ordesadAirbus and International Aero Engines
AG, or IAE, (or any other engine manufacturer fatufe deliveries) for delivery over the next temnsge Our ability to pay the fixed costs
associated with our contractual obligations wilbeied on our operating performance and cash floviglwhill in turn depend on, among other
things, the success of our current business syratdeether fuel prices continue at current priaeele and/or further increase or decrease,
further weakening or improving in the U.S. econorywell as general economic and political condgiand other factors that are, to some
extent, beyond our control. The amount of our afitarelated fixed obligations could have a mateailerse effect on our business, results of
operations and financial condition and could:

e require a substantial portion of cash flow froperations for operating lease and maintenancesitgqpyments, thereby reducing the
availability of our cash flow to fund working caalit capital expenditures and other general corpgratposes;
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« limit our ability to make required pre-delivettgposit payment, or PDPs, including those payabkerbus or IAE for our aircraft and
spare engines on order;

» limit our ability to obtain additional financing support our expansion plans and for workingtahpnd other purposes on acceptable
terms or at all;

* make it more difficult for us to pay our othébligations as they become due during adverse geasesaomic and market industry
conditions because any related decrease in reveoudsd cause us to not have sufficient cash flaemfoperations to make our
scheduled payments;

< reduce our flexibility in planning for, or reaag to, changes in our business and the airlinastrgt and, consequently, place us at a
competitive disadvantage to our competitors witls lixed payment obligations; and

e cause us to lose access to one or more aiamdfforfeit our rent deposits if we are unable &kenour required aircraft lease rental
payments and our lessors exercise their remedisr ihe lease agreement including under cross Wefavisions in certain of our
leases.

A failure to pay our operating lease and otherdigest obligations or a breach of our contractisibations could result in a variety of
adverse consequences, including the exercise adies by our creditors and lessors. In such at®tudt is unlikely that we would be able to
fulfill our obligations, make required lease paytseor otherwise cover our fixed costs, which wowdde a material adverse effect on our
business, results of operations and financial ¢amrdi

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

As of December 31, 2011, we had access to linesedfit from two counterparties to our jet fuel datives and our purchase credit card
issuer aggregating $16.6 million. These creditliféess are not adequate to finance our operatiand,we will continue to be dependent on our
operating cash flows and cash balances to fundperations and to make scheduled payments on munafiirelated fixed obligations.
Although our credit card processors currently dohave a right to hold back credit card receiptsdeer repayment to customers, if we fail to
maintain certain liquidity and other financial coaats, their rights to holdback would be reinstateuich would result in a reduction of
unrestricted cash that could be material. In addjtive are required by our aircraft lessors to fresgrves in cash in advance for scheduled
maintenance, and a portion of our cash is therafoevailable until after we have completed the daledd maintenance in accordance with the
terms of the operating leases. Based on the agerdfeet and our growth strategy, these mainteaaeposits will increase over the next few
years before we receive any significant reimburserfe completed maintenance. If we fail to genemaifficient funds from operations to
our operating cash requirements or do not obtdimeaof credit, other borrowing facility or equifinancing, we could default on our operating
lease and fixed obligations. Our inability to meet obligations as they become due would have anahtdverse effect on our business,
results of operations and financial condition.

Our ability to obtain financing or access capital narkets may be limited.

We have significant obligations for aircraft andspengines that we have ordered from Airbus aritl (i#k any other engine
manufacturer for future deliveries) over the next years and we will need to finance these pursh&¥e may not have sufficient liquidity or
creditworthiness to fund the purchase of aircraft angines, including payment of PDPs, or for otherking capital. Factors that affect our
ability to raise financing or access the capitatkats include market conditions in the airline istiy, economic conditions, the level and
volatility of our earnings, our relative competéiposition in the markets in which we operate, ahility to retain key personnel, our operating
cash flows, and legal and regulatory developméregardless of our creditworthiness, at times theketdor aircraft purchase or lease
financing has been very constrained due to sudbraas the general state of the capital marketgtenfinancial position of the major
providers of commercial aircraft financing.

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

As of December 31, 2011 , we had fuel hedges usdifg Gulf Coast jet fuel collars in place for appnoately 40% of our estimated fuel
consumption for the first quarter 2012. While wteimd to hedge a portion of our future fuel requieats, there can be no assurance that, at an
given time, we will be able to enter into fuel hedgpntracts. In the past we have not had and ifutihee we may not have sufficient
creditworthiness or liquidity to post the collatemacessary to hedge our fuel requirements. Evese iére able to hedge portions of our future
fuel requirements, we cannot guarantee that ougénedntracts will provide any particular level obfection against increased fuel costs or
our counterparties will be able to perform under lvedge contracts, such as in the case of a cqantgis insolvency. Furthermore, our ability
to react to the cost of fuel, absent hedging nistéid, because we set the price of tickets in ackwarf knowing our fuel costs at the time the

23




tickets are flown. Our ability to pass on any siigaint increases in aircraft fuel costs througle faucreases could also be limited.

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

We maintain a high daily aircraft utilization rat@ur average daily aircraft utilization was 12.7tsy 12.8 hours and 13.0 hours for 2011
2010 and 2009 , respectively. Aircraft utilizatigrthe average amount of time per day that ourafirepend carrying passengers. Our revenue
per aircraft can be increased by high daily aitanéifization, which is achieved in part by redugiturnaround times at airports, so we can fly
more hours on average in a day. Aircraft utilizatie reduced by delays and cancellations from wvarfactors, many of which are beyond our
control, including air traffic congestion at airg®or other air traffic control problems, adverseather conditions, increased security measures
or breaches in security, international or domestiaflicts, terrorist activity, or other changesimsiness conditions. The majority of our
operations are concentrated in markets such a$ $tortida, the Caribbean, Latin America and thethiesst United States, which are
particularly vulnerable to weather, airport traffionstraints and other delays. In addition, pullkirgraft out of service for unscheduled and
scheduled maintenance, which will increase asleet ges, may materially reduce our average tiietation and require that we seek short-
term substitute capacity at increased costs. Dtieetoelatively small size of our fleet and higlilgaircraft utilization rate, the unavailabilityf
one or more aircraft and resulting reduced capacityd have a material adverse effect on our basinesults 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 our aircraft fleet.

As of December 31, 2011, the average age of oaradirwas approximately 4.5 years. Our relativedyraircraft require less maintena
now than they will in the future. Our fleet willqaire more maintenance as it ages and our mainteremd repair expenses for each of our
aircraft will be incurred at approximately the saimtervals. Moreover, because our current fleet a@piired over a relatively short period,
significant maintenance that is scheduled on e&these planes will occur at roughly the same timeaning we will incur our most expensive
scheduled maintenance obligations, known as heamtanance, across our present fleet around the Sara. These more significant
maintenance activities result in out-of-serviceigs during which our aircraft are dedicated tomenance activities and unavailable to fly
revenue service. In addition, the terms of ourdesgreements require us to pay supplemental lsntkaown as maintenance reserves, to be
paid to the lessor in advance of the performanaceajbr maintenance, resulting in our recording i$iggint prepaid deposits on our balance
sheet. We expect scheduled and unscheduled aincad@tfitenance expenses to increase as a percerftagerevenue over the next several
years. Any significant increase in maintenancerapair expenses would have a material adverseteffecur business, results of operati
and financial condition. Please see “Managemenigsision and Analysis of Financial Condition arebits of Operations—Ciritical
Accounting Policies and Estimates—Aircraft Mainteo@, Materials and Repair Costs and Heavy Maintem&mortization” and “—
Maintenance Reserves.”

Our lack of marketing alliances could harm our bushess.

Many airlines, including the domestic traditionatwork airlines (American, Delta, United and USwhdys) have marketing alliances
with other airlines, under which they market andeatise their status as marketing alliance partrigiese alliances, such as OneWorld,
SkyTeam and Star Alliance, generally provide fadesharing, frequent flier program reciprocity, iinated scheduling of flights to permit
convenient connections and other joint marketirtiygies. Such arrangements permit an airline tokagflights operated by other alliance
members as its own. This increases the destinattonsiections and frequencies offered by the a&idind provides an opportunity to increase
traffic on that airline’s segment of flights contiag with alliance partners. We currently do notéany alliances with U.S. or foreign airlines.
Our lack of marketing alliances puts us at a coitipetdisadvantage to traditional network carrievhose ability to attract passengers through
more widespread alliances, particularly on inteéomet! routes, and may have a material adversetaffeour passenger traffic, business, results
of operations and financial condition.

We are subject to extensive and increasing regulatnh by the Federal Aviation Administration, the Depatment of Transportation, and
other U.S. and foreign governmental agencies, conighce with which could cause us to incur increasecbsts and adversely affect our
business and financial results.

Airlines are subject to extensive and increasinmwlaory and legal compliance requirements, bothektically and internationally, that
involve significant costs. In the last several ge&ongress has passed laws, and the DOT, FAA 8Adhave issued regulations, relating to
operation of airlines that have required significaxpenditures. We expect to continue to incur agpe in connection with complying with
government regulations. Additional laws, regulasiolaxes and increased airport rates and chargesbiesn proposed from time to time that
could significantly increase the cost of airlineeggttions or reduce the demand for air travel. tfpddd, these measures could have the effect of
raising ticket prices, reducing revenue and
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increasing costs. For example, the DOT finalizddgueffective on April 29, 2010, requiring new pedures for customer handling during long
onboard tarmac delays, as well as additional regprequirements for airlines that could incredsedost of airline operations or reduce
revenues. The DOT has been aggressively invest@atieged violations of the new rules. In additiarsecond set of DOT final rules, most of
which became effective beginning in late August2Gddresses, among other things, concerns abauainines handle interactions with
passengers through advertising, the reservatiateps, at the airport and on board the aircraftuiting requirements for disclosure of base
fares plus a set of regulatorily dictated optiond Bmits on cancellations and change fees. The b&extended the effective date for certain
of these rules that are the subject of curremditon (in which we are a party) to January 24,2@n January 24, 2012 we became fully
compliant with the new DOT rules. Failure to remiaiiull compliance with these rules may subjectafines or other enforcement action,
including requirements to modify our passengerriegmns system, which could have a material eféecour business. Further, the DOT has a
pending notice of proposed rulemaking addressinijtiadal accommodations required for passengeis egttain disabilities and on Decem
21, 2011 announced a new final rule related tdnflyew duty and rest requirements. We cannot asgur that compliance with these new
rules will not have a material adverse effect onlmusiness.

On August 3, 2010, the Airline Baggage Transpareamzy Accountability Act was introduced in the Uditstates Senate. This legislati
if enacted, would increase disclosure regarding feeairline ticket sales, impose federal taxesloarges for carry-on and checked baggage,
authorize the DOT's Aviation Consumer Protectionifibn to oversee lost and stolen baggage claintsyequire data collection and the
public release of collected data concerning aitiaadling of lost, damaged and stolen luggage. Mecently, the United States Senate passed
an amendment to the FAA reauthorization bill tifa¢nacted, would impose federal taxes at a rafe 56 on charges for carry-on baggage. If
the Airline Baggage Transparency and Accountabflity, the Senate amendment to the FAA reauthodrdiill or similar legislation were to
be enacted, it is uncertain what effect it wouldéhan our results of operations and financial ctowli

We cannot assure you that these and other lanegatations enacted in the future will not harm bbusiness. In addition, the TSA
mandates the federalization of certain airport sgcprocedures and imposes additional securityiregnents on airports and airlines, most of
which are funded by a per ticket tax on passengaisa tax on airlines. The federal government Ineseveral occasions proposed a significant
increase in the per ticket tax. The proposed titikeincrease, if implemented, could negatively &ctpour financial results.

Our ability to operate as an airline is dependenvar maintaining certifications issued to us by BOT and the FAA. The FAA has the
authority to issue mandatory orders relating topagnother things, the grounding of aircraft, ingpmcof aircraft, installation of new safety-
related items and removal and replacement of dirpaats that have failed or may fail in the futufedecision by the FAA to ground, or reqt
time consuming inspections of or maintenance onaguraft, for any reason, could negatively affegt business and financial results. Federal
law requires that air carriers operating largeraftde continuously “fit, willing and able” to pvale the services for which they are licensed.
Our “fitness” is monitored by the DOT, which conaigl factors such as unfair or deceptive competiidnertising, baggage liability and
disabled passenger transportation. While the DGSTSkeédom revoked a carrier’s certification for ladKitness, such an occurrence would
render it impossible for us to continue operatiaga airline. The DOT may also institute invesiigyag or administrative proceedings against
airlines for violations of regulations. In 2009, eetered into a consent order with the DOT formacedures for bumping passengers from
oversold flights and our handling of lost or danfaggage. Under the consent order, we were aslsessel penalty of $375,000, of which
we were required to pay $215,000 based on an agreenith the DOT, subject to our not having similalations in the year after the date of
the consent order.

International routes are regulated by treatiesrataded agreements between the United States agidricgovernments. Our ability to
operate international routes is subject to chargalse the applicable arrangements between thedBitites and foreign governments ma
amended from time to time. Our access to new iateynal markets may be limited by our ability tadah the necessary certificates to fly the
international routes. In addition, our operatiam$areign countries are subject to regulation breiign governments and our business may be
affected by changes in law and future actions tdkkesuch governments, including granting or witligabof government approvals and
restrictions on competitive practices. We are stutd@e numerous foreign regulations based on tlgelaumber of countries outside the United
States where we currently provide service. If weerast able to comply with this complex regulatoegime, our business could be significantly
harmed. Please see “Business—Government Regulation.

We may not be able to implement our growth strategy

Our growth strategy includes acquiring additiorietraft, increasing the frequency of flights angdesof aircraft used in markets we
currently serve and expanding the number of marketserve where our low-cost structure would likedysuccessful. Effectively
implementing our growth strategy is critical forrdausiness to achieve economies of scale and taisws increase our profitability. We face
numerous challenges in implementing our growthtatyg including our ability to:
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e maintain profitability
< obtain financing to acquire new aircr.

e access airports located in our targeted geodgraparkets where we can operate routes in a mahaers consistent with our cost
strategy;

e gain access to international routes;
« access sufficient gates and other services atrésrpe currently serve or may seek to s¢

Our growth is dependent upon our ability to maimtaisafe and secure operation and requires adalifg@msonnel, equipment and
facilities. An inability to hire and retain persaintimely secure the required equipment and f&dliin a cost-effective manner, efficiently
operate our expanded facilities or obtain the reamysregulatory approvals may adversely affectadnility to achieve our growth strategy,
which could harm our business. In addition, expam$d new markets may have other risks due to facpecific to those markets. We may be
unable to foresee all of the risks attendant updarang certain new markets or respond adequateyese risks, and our growth strategy and
our business may suffer as a result. In addition competitors may reduce their fares and/or affrcial promotions following our entry intc
new market. We cannot assure you that we will be &bprofitably expand our existing markets ormbfish new markets.

Our target growth markets in the Caribbean andnLAtnherica include countries with less developedieaaies that may be vulnerable to
unstable economic and political conditions, suchigsificant fluctuations in gross domestic prodimterest and currency exchange rates, civil
disturbances, government instability, nationalmatand expropriation of private assets and the sitjpo of taxes or other charges by
governments. The occurrence of any of these evemtsirkets served by us and the resulting instgibitiay adversely affect our 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 terminati
our leases for seven aircraft. We incurred sigaifteexpenses relating to our lease terminatiordgshame incurred additional expenses to
acquire new aircraft in place of those under thmieated leases as we expand our network. We mteifuture determine to reduce further
our future growth plans from previously announagekels, which may impact our business strategy atdd profitability.

We rely heavily on technology and automated systente operate our business and any failure of thesed¢hnologies or systems or failure
by their operators could harm our business.

We are highly dependent on technology and autonststgms to operate our business and achieve levatipg costs. These
technologies and systems include our computerizédeareservation system, flight operations systémancial planning, management and
accounting system, telecommunications systems, iteglnsaintenance systems and check-in kiosks.derdior our operations to work
efficiently, our website and reservation system tnfiesable to accommodate a high volume of traffiaintain secure information and deliver
flight information. Substantially all of our tickefire issued to passengers as electronic ticketsiafyend on our reservation system, which is
hosted and maintained under a long-term contraet tyrd-party service provider, to be able to ésduack and accept these electronic tickets.
If our reservation system fails or experiencesrmiations, and we are unable to book seats fopanipd of time, we could lose a significant
amount of revenue as customers book seats on cogaétines. We have experienced short durati@emeation system outages from time to
time and may experience similar outages in theréutidor example, in November 2010, we experiencadraficant service outage with our
third-party reservation service provider on the Hefore Thanksgiving, one of the industry’s busiestel days. We also rely on third-party
service providers of our other automated systemgefthnical support, system maintenance and saoftwpgrades. If our automated systems
not functioning or if the current providers werefad to adequately provide technical support ordly software upgrades for any one of our
existing systems, we could experience service gigns, which could harm our business and resuhénoss of important data, increase our
expenses and decrease our revenues. In the eaénir or more of our primary technology or systaraedors goes into bankruptcy, ceases
operations or fails to perform as promised, reptaaet services may not be readily available on alirhasis, at competitive rates or at all and
any transition time to a new system may be sigaific

In addition, our automated systems cannot be cdeiplprotected against events that are beyond antral, including natural disasters,
computer viruses or telecommunications failureqisfantial or sustained system failures could caeseéce delays or failures and result in our
customers purchasing tickets from other airlines. Mive implemented security measures and chang®kprocedures and have disaster
recovery plans; however, we cannot assure youlileae measures are adequate to prevent disrupbi@maption in, changes to or a breach of,
these systems could result in a disruption to asirtess and the loss of important data. Any ofaéhegoing could result in a material adverse
effect on our business, results of operations arah€ial condition.
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Our processing, storage, use and disclosure of persal data could give rise to liabilities as a resubf governmental regulation.

In the processing of our customer transactions;eseive, process, transmit and store a large vobfiiaentifiable personal data,
including financial data such as credit card infation. This data is increasingly subject to ledgislaand regulation, typically intended to
protect the privacy of personal data that is ctédldcprocessed and transmitted. More generallyglyeon consumer confidence in the security
of our system, including our website on which wit the majority of our tickets. Our business, réswlf operations and financial condition
could be adversely affected if we are unable toggmwith existing privacy obligations or legislati@r regulations are expanded to require
changes in our business practices.

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

Our business strategy includes expanding our dartdd ancillary products and services. There camb assurance that passengers will
pay for additional ancillary products and servioeshat passengers will continue to choose to paghe ancillary products and services we
currently offer. Further, regulatory initiativesuwtd adversely affect ancillary revenue opportusitieailure to maintain our non-ticket revenues
would have a material adverse effect on our regidltperations and financial condition. Furthermdirgve are unable to maintain and grow
nondicket revenues, we may not be able to executetoategy to continue to lower base fares in ordetitnulate demand for air travel. Ple
see “—Restrictions on or increased taxes applic@blees or other charges for ancillary products services paid by airline passengers and
burdensome consumer protection regulations or tougl harm our business, results of operationsfiaadcial condition.”

Our inability to expand or operate reliably or efficiently out of Fort Lauderdale—Hollywood International Airport, an airport on which
we are highly dependent, could harm our businessesults of operations and financial condition.

We are highly dependent on markets served fromtSelarida, where we maintain a large presence \ajpproximately 27% of our dai
flights departing from Fort Lauderdale—Hollywooddmational Airport, or FLL Airport, for 2011. Weperate out of the only international
terminal at FLL Airport, Terminal 4. FLL Airport i the process of a renovation project, whichudels the expansion of Terminal 4. The
airport expansion would allow us to increase theber of routes we serve from FLL Airport (althoudle expansion could also increase the
number of routes our competitors serve from FLLpAit). If the airport expansion does not occursadélayed, however, our expansion
strategy out of FLL Airport may be impeded. In daoi, FLL Airport presently has relatively low cesind there is no guarantee that the fees
and other costs related to operating out of FLLpAit will not increase. Our results of operationsid be harmed by an increase in fees
charged by the airport, in particular, with respedhe increase in fees expected to be charghfiolg the airport expansion. If we are unable
to operate reliably or efficiently from FLL Airpgrive may need to move our South Florida operatiorsssmaller or more expensive area
airport.

Changes in how we or others are permitted to operatat airports, including FLL Airport, could have a material adverse effect on our
business, results of operations and financial contithn.

Our results of operations may be affected by asttaken by governmental or other agencies or aitigehaving jurisdiction over our
operations at airports, including, but not limited

e increases in airport rates and char
« limitations on takesff and landing slots, airport gate capacity oreothse of airport facilitie
« termination of our airport use agreements, somehich can be terminated by airport authorities Miitte notice to us

* increases in airport capacity that could faziitincreased competition, such as the plannechsigraof the international terminal at
FLL Airport;

« international travel regulations such as custonasiammigration

* increases in taxe

« changes in the law that affect the services thateaoffered by airlines in particular markets ahgarticular airport
« restrictions on competitive practic

» the adoption of statutes or regulations that impastomer service standards, including securitydsteds; an
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» the adoption of more restrictive locallyposed noise regulations or curfe

In general, any changes in airport operations chalte a material adverse effect on our businessltseof 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-panyise providers to furnish certain facilities arehgces required for our operations,
including ground handling, catering, passenger lgdengineering, maintenance, refueling, resésnatand airport facilities as well as
administrative and support services. We are likelgnter into similar service agreements in newketsrwe decide to enter, and there can be
no assurance that we will be able to obtain thes®ary services at acceptable rates.

Although we seek to monitor the performance ofdtipiarties that provide us with our reservationaystground handling, catering,
passenger handling, engineering, maintenance sstviefueling and airport facilities, the efficigntimeliness and quality of contract
performance by third-party service providers aterobeyond our control, and any failure by our merproviders to perform their contracts
may have an adverse impact on our business andtapes. For example, in 2008, our call center pteviwent bankrupt. Though we were a
to quickly switch to an alternative vendor, we exxgeced a significant business disruption durirgtidansition period and a similar disruption
could occur in the future. We expect to be depenhdersuch third-party arrangements for the forelskectaiture.

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

We rely on third-party distribution channels, indilng those provided by or through global distribatsystems, or GDSs (e.g., Amadeus,
Galileo, Sabre and Worldspan), conventional tragents and online travel agents, or OTAs (e.g.it©dmd Travelocity), to distribute a
portion of our airline tickets, and we expect ie fiature to rely on these channels to an increasitent to collect ancillary revenues, such as
seat selection fees. These distribution channelsnare expensive and at present have less funtitioimarespect of ancillary revenues than
those we operate ourselves, such as our call ceswbel our website. Certain of these distributioanttels also effectively restrict the manner in
which we distribute our products generally. To rem@mpetitive, we will need to manage successfolly distribution costs and rights, and
improve the functionality of third-party distriboti channels, while maintaining an industry-compegitost structure. Negotiations with key
GDSs and OTAs designed to manage our costs, irecmeagdistribution flexibility and improve functiafity could be contentious, could result
in diminished or less favorable distribution of digkets, and may not provide the functionality keguire to maximize ancillary revenues. Any
inability to manage our third-party distributionsts, rights and functionality at a competitive lewmeany material diminishment in the
distribution of our tickets could have a materidverse effect on our competitive position and @sutts of operations.

We rely on a single service provider for our fuel.

As of December 31, 2011, we purchased all of awraift fuel under a single fuel service contradtviorld Fuel Services Corporation.
A failure by this provider to fulfill its obligatios could have a material adverse effect on oumnlessi results of operations and financial
condition.

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

We are exposed to potential significant lossebénetvent that any of our aircraft is subject tearergency, accident, terrorist incident or
other similar incident, and significant costs rethto passenger claims, repairs or replacementiafreaged aircraft and its temporary or
permanent loss from service. There can be no asseithat we will not be affected by such eventthat the amount of our insurance coverage
will be adequate in the event such circumstandss and any such event could cause a substardiakise in our insurance premiums. Please
see “—ncreases in insurance costs or significant redastin coverage could have a material adversetaffeour business, financial conditi
and results of operations.” In addition, any futaieraft emergency, accident or similar incideven if fully covered by insurance or even if it
does not involve our airline, may create a pubéiccpption that our airline or the equipment weidljess safe or reliable than other
transportation alternatives, which could have areesk impact on our reputation and could have &mahtadverse effect on our business,
results 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,
reservations and ticketing systems and baggagdihgnth particular, we generally experience a leighiolume of complaints when we make
changes to our unbundling policies, such as chgriginbaggage. In addition, in 2009,
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we entered into a consent order with the DOT fargrocedures for bumping passengers from overdiglat$ and our handling of lost or
damaged baggage. Under the consent order, we wsessed a civil penalty of $375,000, of which weawequired to pay $215,000 based on
an agreement with the DOT and our not having similalations in the year after the date of the egmiorder. Our reputation and business
could be materially adversely affected if we failnheet customers’ expectations with respect taooust service or if we are perceived by our
customers to provide poor customer service.

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

One of the elements of our business strategysave costs by operating a single-family aircrafefl- currently Airbus A320-family,
single-aisle aircraft, powered by engines manufactiy IAE. We currently intend to continue to relclusively on these aircraft and engine
manufacturers for the foreseeable future. If Airbu$AE (or any other engine manufacturer for fetdeliveries) becomes unable to perforn
contractual obligations, or if we are unable tolwa|or lease aircraft or engines from other ownepgrators or lessors on acceptable term:
would have to find other suppliers for a similgpeyof aircraft or engine. If we have to lease achase aircraft from another supplier, we
would lose the significant benefits we derive froor current single fleet composition. We may afstur substantial transition costs, including
costs associated with retraining our employeedaceém our manuals and adapting our facilities araintenance programs. Our operations
could also be harmed by the failure or inabilitygatraft, engine and parts suppliers to providécant spare parts or related support services
on a timely basis. Our business would be signifigamarmed if a design defect or mechanical probgth any of the types of aircraft or
components that we operate were discovered thatvgzaund any of our aircraft while the defect oolpem was corrected, assuming it could
be corrected at all. The use of our aircraft cdaddsuspended or restricted by regulatory authsriti¢he event of any actual or perceived
mechanical or design problems. Our business wdstikee significantly harmed if the public begaratwid flying with us due to an adverse
perception of the types of aircraft that we opesaéenming from safety concerns or other problentgtier real or perceived, or in the event of
an accident involving those types of aircraft ompmnents. Carriers that operate a more diversifeed are better positioned 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. marketscould harm our business, results of operations anfinancial condition.

A significant portion of our operations are condutto and from the South Florida, Caribbean, LAtimerican or Northeast U.S. marke
Our business, results of operations and financiatition could be harmed if we lost our authoriyfly to these markets, by any circumstances
causing a reduction in demand for air transpontatio by governmental reduction or limitation ofeogting capacity, in these markets, such as
adverse changes in local economic or political @, negative public perception of these desitims, unfavorable weather conditions, or
terrorist related activities. Furthermore, our besss could be harmed if jurisdictions that curselithit competition allow additional airlines to
compete on routes we serve. Many of the countreesevve are experiencing either economic slowdawmscessions, which may translate
into a weakening of demand and could harm our lessinresults of operations and financial condition.

Increases in insurance costs or significant reduains in coverage could have a material adverse effemn our business, financial
condition and results of operations.

We carry insurance for public liability, passentigility, property damage and all-risk coveragedamage to our aircraft. As a result of
the September 11, 2001 terrorist attacks, aviatisarers significantly reduced the amount of inegeacoverage available to commercial air
carriers for liability to persons other than empeyg or passengers for claims resulting from actsrodrism, war or similar events (war risk
insurance). Accordingly, our insurance costs ineeeasignificantly and our ability to continue ta@h certain types of insurance remains
uncertain. While the price of commercial insurahes declined since the period immediately aftetéhmrist attacks, in the event commercial
insurance carriers further reduce the amount afrarsce coverage available to us, or significamttyease its cost, we would be adversely
affected. We currently maintain commercial airlinsurance with several underwriters. However, tlvarebe no assurance that the amount of
such coverage will not be changed, or that wematlbear substantial losses from accidents. Weddaolr substantial claims resulting from
accident in excess of related insurance coveragectiuld have a material adverse effect on oulltsestioperations and financial condition.

We have obtained thirgdarty war risk insurance, which insures againstesosks of terrorism, through a special program iatstered by
the FAA, resulting in lower premiums than if we hatatained this insurance in the commercial insuganarket. If the special program
administered by the FAA is not continued, or if g@ernment discontinues this coverage for anyorgagbtaining comparable coverage from
commercial underwriters could result in substalytinigher premiums and more restrictive termst i§ iavailable at all. Our business, results of
operations and financial condition could be matlgrizdversely affected if we are unable to obtade@uate war risk insurance. The FAA war
risk hull and liability
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insurance policy is effective from October 1, 2@itbugh September 30, 2012.

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

We are subject to increasingly stringent fedetates local and foreign laws, regulations and adaes relating to the protection of the
environment, including those relating to emissitmthe air, discharges to surface and subsurfatersyasafe drinking water, and the
management of hazardous substances, oils and masteials. Compliance with all environmental laws aegulations can require significant
expenditures and any future regulatory developmiartse United States and abroad could adversédgtadperations and increase operating
costs in the airline industry. For example, climeltange legislation was previously introduced im@ress and such legislation could be re-
introduced in the future by Congress and stateslafires, and could contain provisions affectirgakiation industry, compliance with which
could result in the creation of substantial addgilocosts to us. Similarly, the Environmental Petiten Agency issued a rule that regulates
larger emitters of greenhouse gases. Future opesadind financial results may vary as a resultiohsegulations. Compliance with these
regulations and new or existing regulations thay tmaapplicable to us in the future could increasecost base and could have a material
adverse effect on our business, results of operatimd financial condition.

Governmental authorities in several U.S. and foreigies are also considering or have already impleted aircraft noise reduction
programs, including the imposition of nighttime fewvs and limitations on daytime take-offs and laigdi. We have been able to accommodate
local noise restrictions imposed to date, but qerations could be adversely affected if locallypoved regulations become more restrictive or
widespread.

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

Our business is labor intensive. We require langalvers of pilots, flight attendants, maintenanchnéians and other personnel. The
airline industry has from time to time experieneeshortage of qualified personnel, particularlyhwitspect to pilots and maintenance
technicians. In addition, as is common with mosbwf competitors, we have faced considerable tienof’our employees. We may be
required to increase wages and/or benefits in dodattract and retain qualified personnel. If we anable to hire, train and retain qualified
employees, our business could be harmed and weébenapable to complete our growth plans.

In addition, as we hire more people and grow, wibe it may be increasingly challenging to conérta hire people who will maintain
our company culture. Our company culture, whicbrie of our competitive strengths, is importantroviding high-quality customer service
and having a productive, accountable workforce ligdpps keep our costs low. As we continue to greaymay be unable to identify, hire or
retain enough people who meet the above criteréding those in management or other key positions company culture could otherwise
be adversely affected by our growing operationsgeafjraphic diversity. If we fail to maintain theesgth of our company culture, our
competitive ability and our business, results adragions and financial condition could be harmed.

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 upoefforts and abilities of our senior managememttand key financial and operating
personnel. In particular, we depend on the senafesir senior management team, including Ben Beddaour President and Chief Executive
Officer. Competition for highly qualified personriglintense, and the loss of any executive offisenior manager or other key employee
without adequate replacement or the inability toaat new qualified personnel could have a matedlaerse effect on our business, results of
operations and financial condition. We do not maimkey-man life insurance on our management team.

We rely on our private equity sponsors.

We have in recent years depended on our relatipsstith Indigo and Oaktree Capital Management,,loPOaktree, our private equity
sponsors, to help guide our business plan. Thes@tivate equity firms have significant expertindinancial matters generally and, in the ¢
of Indigo, the low-cost airline industry in partlau This expertise has been available to us thrdhg representatives these firms have had on
our board of directors and through a ProfessioraliSes Agreement with Indigo that was terminatpdruthe completion of the IPO.

As of December 1, 2011, investment funds managealbyprivate equity sponsors, Indigo and Oaktreeex, in the aggregate,
approximately 71.7% of our common stock. Howevsra aesult of (1) stock distributions of shareswf common stock effected in December
2011 by Indigo and Oaktree to their respective funv@stors, and (2) the completion of an
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underwritten offering of our common stock on Jaguzh, 2012, pursuant to which certain stockholdexduding Indigo and Oaktree, sold
12,650,000 shares, as of January 25, 2012, Indigdoaktree beneficially owned only approximately634 of our common stock. Our private
equity sponsors may elect to further reduce theimarship in our company or reduce their involverr@mbur board of directors, which could
reduce or eliminate the benefits we have histdsiadhieved through our relationships with them.

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

As of February 10, 2012, Indigo and Oaktree berafjcowned approximately 37.1% of our outstanditoging common stock. As a
result of their ownership positions, Oaktree ardigo are able to exert a significant degree ofierfice or actual control over our management
and affairs and over matters requiring stockholggaroval, including the election of directors, argeg, consolidation or sale of all or
substantially all of our assets and other signifidausiness or corporate transactions. This coraieat ownership may limit the ability of other
stockholders to influence corporate matters and, r@sult, we may take actions that our other $tolclers do not view as beneficial. For
example, this concentration of ownership could héveeeffect of delaying or preventing a changeantml or otherwise discouraging a
potential acquirer from attempting to obtain cohtious, which in turn could cause the market pa€eur common stock to decline or prevent
our stockholders from realizing a premium overrierket price for their common stock.

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

As a public company, we incur significant legalkc@enting and other expenses that we did not insuar grivate company, including co
associated with public company reporting requireimiee also have incurred and will incur costs aisged with the Sarbanes-Oxley Act of
2002, as amended, the DoBtank Wall Street Reform and Consumer Protectionaid related rules implemented or to be implentkehtethe
SEC and the NASDAQ Stock Market. The expenses iaduny public companies generally for reporting aatporate governance purposes
have been increasing. We expect these rules anthtems to increase our legal and financial coampie costs and to make some activities
more time-consuming and costly, although we areeatly unable to estimate these costs with anyekegf certainty. These laws and
regulations could also make it more difficult ostlg for us to obtain certain types of insuraneeluding director and officer liability
insurance, and we may be forced to accept reduaiédd/gimits and coverage or incur substantiallglnér costs to obtain the same or similar
coverage. These laws and regulations could alsentakore difficult for us to attract and retainadjfied persons to serve on our board of
directors, our board committees or as our executifieers and may divert management’s attentiomtiermore, if we are unable to satisfy our
obligations as a public company, we could be sulifedelisting of our common stock, fines, sancsiamd other regulatory action and
potentially civil litigation.

We will be required to assess our internal controbver financial reporting on an annual basis and anyuture adverse findings from such
assessment could result in a loss of investor caiince in our financial reports, significant expenseto remediate any internal control
deficiencies and ultimately have an adverse effeoh the market price of our common stock.

Pursuant to Section 404 of the Sarbanes-Oxley A2002, as amended, and beginning with our Annugdd®t on Form 10k for the yea
ending December 31, 2012, our management will Qeired to report on, and our independent registprdydic accounting firm to attest to, the
effectiveness of our internal control over finahceporting. The rules governing the standards tinagt be met for management to assess our
internal control over financial reporting are comphnd require significant documentation, testind possible remediation. We are currentl
the process of reviewing, documenting and testingrternal control over financial reporting. We yrencounter problems or delays in
completing the implementation of any changes necgde make a favorable assessment of our inteoratol over financial reporting. In
connection with the attestation process by ourpedeent registered public accounting firm, we mago&nter problems or delays in
completing the implementation of any requested owpments and receiving a favorable attestatioadtfition, if we fail to maintain the
adequacy of our internal control over financialagmg we will not be able to conclude on an ongdiasis that we have effective internal
control over financial reporting in accordance withction 404. A material weakness was noted irpast internal controls related to our
accounting for manufacturers’ credits, primarily2@d06 before our current management team was ae plauring our 2010 year-end close, a
separate material weakness was noted in our inteoné&ols related to the accounting for our trax@licher liability. This material weakness
had no impact on our financial statements for pirigrior to the second quarter of 2010. We beliggehave remediated these weaknesses anc
have taken steps to improve our internal controts @rocedures. If we fail to achieve and maintaireHiective internal control environment,
could suffer material misstatements in our finahsiatements and fail to meet our reporting obiayes, which would likely cause investors to
lose confidence in our reported financial inforrati This could harm our operating results and teaaldecline in our stock price. Additiona
ineffective internal control over financial repagi could expose us to increased risk of fraud susg of
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corporate assets and subject us to potential ihgJisom the NASDAQ Global Select Market, regulgtarvestigations, civil or criminal
sanctions and class action litigation.

The market price of our common stock may be volatd, which could cause the value of an investment @qur stock to decline.

The market price of our common stock may fluctiusatiestantially due to a variety of factors, manybich are beyond our control,
including:

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

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

« media reports and publications about the safetyuofaircraft or the aircraft type we oper.

¢ new regulatory pronouncements and changes in regulguidelines

« changes in the price of aircraft f

¢ announcements concerning the availability of tipetyf aircraft we us

* general and industrgpecific economic conditior

« changes in financial estimates or recommendsatiynsecurities analysts or failure to meet anslysrformance expectatiol
» sales of our common stock or other actions by itoreswith significant shareholdings, including saley our controlling stockholde
e trading strategies related to changes in fuel lgoriges; an

« general market, political and economic conditi

The stock markets in general have experienced it volatility that has often been unrelatedh® operating performance of
particular companies. These types of broad mahketifations may adversely affect the trading pateur common stock.

In the past, stockholders have sometimes institséedrities class action litigation against comeaifiollowing periods of volatility in the
market price of their securities. Any similar liigon against us could result in substantial calit®rt management'’s attention and resources,
and harm our business or results of operations.

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

The trading market for our common stock depengsain on the research and reports that securitieslastry analysts publish about us
or our business. If one or more of the analysts wdwer us downgrade our stock or publish inaccuratenfavorable research about our
business, our stock price would likely declineotie or more of these analysts cease coverage aboysany or fail to publish reports on us
regularly, demand for our stock could decreaseckvhiight cause our stock price and trading voluongetcline.

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 incorpomaaind amended and restated bylaws contain progisimt may make it difficult to
remove our board of directors and management alyddiseourage or delay “change of control” trangawdi which could adversely affect the
price of our common stock. These provisions inclaaeong others:

e our board of directors is divided into threesslas, with each class serving for a staggered-fle@eterm, which prevents stockholders
from electing an entirely new board of directorsuiatannual meeting;

« actions to be taken by our stockholders may belgffected at an annual or special meeting ostmgkholders and not by written
consent;
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» special meetings of our stockholders can bedalhly by the Chairman of the Board or by our oosipe secretary at the direction of
our board of directors;

e advance notice procedures that stockholders ommsply with in order to nominate candidates to loo@rd of directors and propose
matters to be brought before an annual meetingio§twckholders may discourage or deter a poteatigiirer from conducting a
solicitation of proxies to elect the acquirer’s oslate of directors or otherwise attempting to obtantrol of our company; and

e our board of directors may, without stockholdpproval, issue series of preferred stock, or sightacquire preferred stock, that could
dilute the interest of, or impair the voting poveér holders of our common stock or could also beduss a method of discouraging,
delaying or preventing a change of control.

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

Any future issuances or sales of our common stgakshwill be dilutive to our existing common stocktters. Indigo and Oaktree (or
their respective designees) hold approximately Biltlon shares of our voting common stock or 37.@P6ur voting common stock
outstanding and 34.6% of the total outstandingtgquoierests in our company as of February 10, 2@h#8 are entitled to rights with respect to
registration of such shares under the Securitigs@ales of substantial amounts of our common sitothe public or private market, a
perception in the market that such sales couldpoeithe issuance of securities exercisable ovedible into our common stock, could
adversely affect the prevailing price of our comnstock.

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

To comply with restrictions imposed by federal lawforeign ownership of U.S. airlines, our amendend restated certificate of
incorporation and amended and restated bylawdakegbting of shares of our common stock by non-Wiszens. The restrictions imposed by
federal law currently require that no more than 28%ur stock be voted, directly or indirectly, pgrsons who are not U.S. citizens, and that
our president and at least twlirds of the members of our board of directors sewior management be U.S. citizens. Our amendddeatate
bylaws provide that the failure of non-U.S. citizen register their shares on a separate stockd:esbich we refer to as the “foreign stock
record,” would result in a suspension of their mgtrights in the event that the aggregate foreignership of the outstanding common stock
exceeds the foreign ownership restrictions impdseféderal law.

Our amended and restated bylaws further providenthahares of our common stock will be registenedhe foreign stock record if the
amount so registered would exceed the foreign ostgrestrictions imposed by federal law. If itstermined that the amount registered in
the foreign stock record exceeds the foreign owripnestrictions imposed by federal law, shares lvélremoved from the foreign stock rec
in reverse chronological order based on the dategtration therein, until the number of shaeggistered therein does not exceed the foreign
ownership restrictions imposed by federal law. Weaurrently in compliance with these ownershigrretsons.

As of February 10, 2012, based on the shares eegisbn the foreign stock record, non-U.S. citizens, in the aggregate, 16.0 million
shares of voting common stock (approximately 230f%ur voting common stock outstanding and apprexéty 22.1% of the total
outstanding equity interests in our company) anddditional 4.8 million shares of non-voting comnstack (representing an aggregate of
approximately 6.7% of the total outstanding equitgrests in our company). The holders of woting common stock may convert such shi
on a share-for-share basis, in the order refleatedur foreign stock record as shares of commarkstce sold or otherwise transferred by non-
U.S. citizens to U.S. citizens

Our amended and restated certificate of incorpmmaaiso specifies that the Court of Chancery ofStae of Delaware shall be the
exclusive forum for substantially all disputes beé&n 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 aucfe earnings, if any, to finance
the further development and expansion of our bgsiaed do not intend to pay cash dividends indheskeable future. Any future
determination to pay dividends will be at the désiom of our board of directors and will dependoam financial condition, results of operatic
capital requirements, restrictions contained ineniror future financing instruments, business peoss and such other factors as our board of
directors deems relevant.
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ITEM 1B. UNRESOLVED STAFF COMMENTS
None.
ITEM 2. PROPERTIES
Aircraft
The Company operated a total of 37 aircraft, alvbfch are under operating leases, as of Decenthet(3.1.

The following table details information on the 3iceaft in the Company'’s fleet as of December 3112

Aircraft Type Seats Average Age (years) Number of Aircraft
A319 145 5.5 26
A320 178 1.0 9
A321 218 6.4 2
45 37

As of December 31, 2011, firm aircraft orders wAihbus consisted of 106 A320 family aircraft (61tbé existing aircraft model and 45
A320 NEOSs). Aircraft are scheduled for deliventhe period of 2012 through 2021, as illustratethatable below.

Number of Aircraft at Year-End *

Aircraft Type 2012 2013 2014 2015 2016 2017 2018 2019 2020 2021
A319 26 26 26 26 26 17 8 2 — —
A320 16 23 30 40 50 63 68 68 68 68

A320 NEO — — — — — — 6 19 32 45
A321 2 2 2 2 2 — — — — —
Total Aircraft 44 51 58 68 78 80 82 89 100 113

* Table reflects deliveries net of contractual kasturns. Actual fleet count may differ dependamgfuture fleet decisions, including actual
lease retirements.

We also have a contractual purchase commitmerfivi@ispare V2500 IAE International Aero Engines Afgines scheduled for delivery
in from 2012 through 2018.

Ground Facilities

We lease all of our facilities at each of the aitpave serve. Our leases for our terminal passesgyeice facilities, which include ticket
counter and gate space, operations support arelbagiyhge service office, generally have a termingnfgom month-to-month to 21 years, and
contain provisions for periodic adjustments of ieestes. We also are responsible for maintenanserance and other facility-related expenses
and services. We also have entered into use agnegmiemany of the airports we serve that proviatelfe non-exclusive use of runways,
taxiways and other facilities. Landing fees undiese agreements are based on the number of laratidgseight of the aircraft.

We operate primarily out of the international temaij Terminal 4, at FLL Airport, with occasionaleusf a gate in Terminal 3. We
currently use up to ten gates at Terminal 4. Westpreferential access to seven of the Terminakdsgaommon use access to the remaining
three Terminal 4 gates, and common use accesgnuria 3 gates. FLL Airport is planning a Termidatoncourse replacement and expan
project, which would expand the number of gateBeaninal 4 to 14. This Terminal 4 concourse expamsvould allow us to increase the
number of routes we serve from FLL Airport. WhileLFAirport does not presently have a curfew onhtigperations, the U.S. Customs and
Border Protection, or CBP, currently requires in&ional flights to arrive after 5:00 a.m. and dyaD p.m. Accordingly, our flight planning 1
incoming flights from international departure paithat do not pre-screen U.S.-bound passengersatesinmodate these hours of operation.
Take-off and landing slots are not regulated at Rliiport.
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In 2010, in an effort to gain efficiencies, we rted all of our maintenance operations in DetMithigan to Fort Lauderdale, Florida.
The restructuring included the closure of facititia Detroit, relocation of equipment and toolsj &me relocation of a portion of the former
Detroit workforce. Our maintenance facilities atgrently located in a leased facility at FLL Airpamder a lease that expires in January 2015.

Our principal executive offices and headquarteed@cated in a leased facility at 2800 Executivey\Wiramar, Florida 33025,
consisting of approximately 56,000 square feet. [Ease for this facility expires in January 201% ®Wso have a training center located in a
leased facility at 1100 Lee Wagener Boulevard, Eattderdale, Florida 33315, consisting of approxétyal0,000 square feet, under a lease
that expires in January 2015.

ITEM 3. LEGAL PROCEEDINGS

We are subject to commercial litigation claims sm@dministrative and regulatory proceedings anéeves that may be asserted or
maintained from time to time. We currently beligkat the ultimate outcome of such lawsuits, prooegdand reviews will not, individually or
in the aggregate, have a material adverse effeotiofinancial position, liquidity or results of emations.

In June 2011, we and a competitor, Allegiant Tr&8@lvices, LLC (“Allegiant,” and together with Ufetitioners”), filed petitions of
appeal in the U.S. Court of Appeals for the D.Gcdit, requesting relief from certain aspects oka rule adopted by the DOT, which rule is
known as Enhancing Airline Passenger ProtectionalRule (“EAPP-2"). The petitions, filed by us éane 15, 2011 and by Allegiant on
June 16, 2011, have been consolidated. The aspieesPP-2 that we and Allegiant have challengediuide (i) a requirement to quote fares
inclusive of government taxes and fees, rather thaning such taxes and fees separately from the tzae, (ii) a requirement that travel
reservations be held at the quoted fare withoutrgt, or canceled without penalty, for at leash8drs after the reservation is made if the
reservation is made one week or more prior toghfls departure, (iii) a prohibition on post-purskarice increases for products and services
not purchased at the time of the initial bookirig) & requirement to deliver to passengers a fistldoaggage allowances and pricing on any e-
ticket or other electronic confirmation (despiteealdy providing this information at the time of ko), and (v) a requirement to provide
notice to passengers of flight schedule changdgm®0 minutes after a carrier knows, or shouldehlavown, about such change. We consider
these aspects of the EARRe present a risk of stifling competition ands@nificantly increasing prices in the airline irstity, and we intend
pursue our appeal vigorously.

ITEM 4. MINE SAFETY DISCLOSURES

Not applicable.

35




PART I

ITEM5. 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 oNADAQ Global Select Market under the symbol SA\ice May 26, 2011 when
our IPO priced at $12.00 per share. Prior to tina tthere was no public market for our commonlstdtie following table shows, for the
periods indicated, the high and low per share gaiess for our common stock on the NASDAQ GlobeleSt Market.

Fiscal year ending December 31, 2011 High Low
Second Quarter (from May 26, 2011) $ 123 $ 11.11
Third Quarter 14.4% 10.1¢
Fourth Quarter 17.4¢ 11.4¢

As of February 10, 2012, there were approximat@lyalders of record of our common stock. Becauseynad our shares are held by
brokers and other institutions on behalf of stod#thrs, we are unable to estimate the total numbstockholders represented by these record
holders.

The information under the caption “Equity CompeimwaPlan Information” in Part I, Item 12 of thinnual Report on Form 10-K is
incorporated herein by reference.

Dividend Policy

We have never declared or paid, and do not antiigeclaring or paying, any cash dividends on ommroon stock. Any future
determination as to the declaration and paymediwdends, if any, will be at the discretion of dusard of directors and will depend on then
existing conditions, including our financial coridit, operating results, contractual restrictiorzital requirements, business prospects and
other factors our board of directors may deem eeiev

Our Repurchases of Equity Securities

The following table reflects our repurchases of @ammon stock during the fourth quarter of 2011.s&dck repurchases during this
period were made from employees who received otsttistock grants. All stock repurchases were madiee election of each employee
pursuant to an offer to repurchase by us. In eask,adhe shares repurchased constituted the poftiested shares necessary to satisfy
minimum withholding tax requirements.

ISSUER PURCHASES OF EQUITY SECURITIES

Total Number of  Approximate Dollar

Total Shares Purchased Value of Shares that
Number of Average  as Part of Publicly May Yet be

Shares Price Paid Announced Plans Purchased Under

Period Purchased per Share or Programs Plans or Programs.
October 1-31, 2011 — N/A — —
November 1-30, 2011 — N/A — —
December 1-31, 2011 8,21t $ 15.7( — —
Total 8,21t % 15.7( — —

During the first three quarters of 2011, we repasgd and retired 72,114 shares for a total of &@l®n. All stock repurchases were
made at the election of each employee pursuant tdfar to repurchase by us. In each case, theshapurchased constituted the portion of
vested shares necessary to satisfy withholdingaguirements. We did not make any open market seqplrchases during the fourth quarte
2011.
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Use of Proceeds from the Sale of Registered Secie#

On May 25, 2011, the SEC declared effective ouisteggion statement on Form S-1 (File No. 333-1894@s amended, filed in
connection with the IPO. Pursuant to the regisirasitatement, we registered the offer and sal& @4D,000 shares of our common stock at a
public offering price of $12.00 per share, conetdf the sale by us of 15,600,000 shares of comstuwk for an aggregate offering price of
$187.2 million and the sale of up to an additiah&40,000 shares of common stock by selling stodene pursuant to the underwriters' over-
allotment option. We sold and issued 15,600,000eshaf our common stock for an aggregate offermeggpof $187.2 million, and the selling
stockholders sold on June 29, 2011 256,513 shamumon stock pursuant to the underwriters' oWetraent option, for an aggregate
offering price of approximately $3.1 million. Weddnot receive any proceeds from the sale of stemelsby the selling stockholders. The
overallotment option has expired. The joint booksring managing underwriters of the IPO were Citigir&lobal Markets Inc. and Morgan
Stanley & Co. Incorporated. After deducting undéting discounts, commissions and offering expemsad or payable by us of approximat
$16.4 million, the net proceeds to us from the e approximately $170.8 million. No offering exges were paid, directly or indirectly, to
our directors or officers, to persons owning tercpat or more of any class of our equity securitiet any of our affiliates.

The net proceeds from the IPO have been investbidjinquality, short-term money market accountsréhhas been no material change
in the expected use of the remaining net proceeats the IPO as described in our registration statéron Form S-1.

Stock Performance Graph

The following graph compares the cumulative totatkholder return on our common stock with the clative total return on the
NASDAQ Composite Index and the NYSE ARCA Airlinedex for the period beginning on May 26, 2011 (thtecdbur common stock was fi
traded) and ending on the last day of 2011. Thplgassumes an investment of $100 in our stocklatimo indices, respectively, on May 26,
2011, and further assumes the reinvestment of\atlehds. The May 26, 2011 stock price used forsiack is the initial public offering price.
Stock price performance, presented for the periochMay 26, 2011 to December 31, 2011, is not rearédyg indicative of future results.
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ITEM 6. SELECTED FINANCIAL DATA

You should read the following selected historigaafcial and operating data below in conjunctiothWManagement’s Discussion and
Analysis of Financial Condition and Results of Ggiems” and the financial statements, related natesother financial information included
in this annual report. The selected financial diatdis section are not intended to replace tharfoial statements and are qualified in their
entirety by the financial statements and relategésmcluded in this annual report.

We derived the selected statements of operatidiasfdiathe years ended December 31, 2011 , 201@@d@ and the balance sheet data
as of December 31, 2011 and 2010 from our auditeshial statements included in this annual repie.derived the selected statements of
operations data for the years ended December 88, &3d 2007 and the balance sheet data as of Dec&hp2007 , 2008 and 2009 from our
audited financial statements not included in thiswal report. Our historical results are not nemelysindicative of the results to be expected in
the future.

Year Ended December 31,
2011 2010 (1) 2009 2008 2007

(in thousands except share and per share data)
Operating revenues:

Passenger $ 689,65( $ 537,96¢ $ 536,18. $ 657,44 $ 686,44
Non-ticket 381,53t 243,29t 163,85t 129,80¢ 76,43.
Total operating revenue 1,071,18 781,26! 700,03 787,25 762,87¢
Operating expenses:
Aircraft fuel (2) 388,04t 248,20t 181,10° 299,09- 251,23
Salaries, wages and benefits 181,74: 156,44 135,42( 147,01 146,62t
Aircraft rent 116,48! 101,34! 89,97: 105,60! 119,68t
Landing fees and other rents 52,79¢ 48,11¢ 42,06: 43,33: 42,44:
Distribution 51,34¢ 41,17¢ 34,06° 37,81¢ 36,31¢
Maintenance, materials and repairs 35,55: 28,18¢ 27,53¢ 24,23, 23,44¢
Depreciation and amortization 7,76 5,62( 4,92¢ 4,23¢ 5,401
Other operating 89,63¢ 82,59: 72,92 85,60¢ 105,50:
Loss on disposal of assets 25E 77 1,01C 4,122 94
Special charges (3) 3,18¢ 621 (392) 17,90: 14z
Total operating expenses 926,80: 712,39: 588,62! 768,96t 730,88t
Operating income 144,38: 68,87: 111,40¢ 18,29: 31,99:
Other expense (income):
Interest expense (4) 24,78! 50,31 46,89: 40,24¢ 38,16¢
Capitalized interest (5) (2,890 (1,497) (951) (16€) (1,755
Interest income (57%) (329) (34%) (1,976 (5,957
Gain on extinguishment of debt (6) — - (19,71) (53,679 —
Other expense 23t 194 29¢ 214 13C
Total other expense (income) 21,55! 48,68¢ 26,18 (15,356 30,58:
Income before income taxes 122,83: 20,18t 85,22¢ 33,64; 1,40¢
Provision (benefit) for income taxes (7) 46,38: (52,296 1,537 38¢ 44
Net income $ 76,44¢  $ 72,48. $ 83,69: $ 33,25¢ $ 1,36

Earnings Per Share:

Basic $ 144 % 271 % 32:  $ 12¢  $ 0.0t

Diluted $ 142 $ 2.7 $ 316 $ 1.2¢ $ 0.0%

Weighted average shares outstanding:

Basic 53,240,89 26,183,77 25,910,76 25,780,07 25,746,44

Diluted 53,515,34 26,689,85 26,315,12 25,879,86 25,861,09
1) We estimate that the 2010 pilot strike hacgtnegative impact on our operating income for 26fl@pproximately $24 million consisting of an estited $28 million in

lost revenues and approximately $4 million of imaestal costs resulting from the strike, offset amtfby a reduction of variable expenses duringsthike of
approximately $8 million for flights not flown. Adtibnally, under the terms of the pilot contrace aiso paid $2.3 million in return-t@erk payments during the secc
quarter, which are not included in the strike intpaasts described above.

2) Aircraft fuel expense is the sum of (i) “inpdane fuel cost,Wwhich includes the cost of jet fuel and certainentbharges such as fuel taxes anc
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(ii) settlement gains and losses and (iii) unreslimark-to-market gains and losses associatedfuetthedge contracts. The following table summarith® components
of aircraft fuel expense for the periods presented:

Year Ended December 31,

2011 2010 2009 2008 (*) 2007
(in thousands)
Into-plane fuel cost $ 39227¢ $ 251,75 $ 181,80¢ $ 359,090 $ 265,22
Settlement (gains) losses (7,436 (1,489 75C (69,87¢) (3,719
Unrealized mark-to-market (gains) losses 3,204 (2,065) (1,449 9,87 (10,28
Aircraft Fuel $ 388,04t $ 24820¢ $ 181,100 $ 299,09« $ 251,23(
* In July 2008, we monetized all of our fuel lyedcontracts, which included hedges that had s¢eedettlement dates during the remainder of 20@Bia

2009. We recognized a gain of $37.8 million repn¢isg cash received upon monetization of theseraot#, of which a gain of $14.2 million related2@09
fuel hedge positions on these contracts.

3) Special charges include: (i) for 2007, amouatating to the accelerated retirement of our MDf@et; (ii) for 2008 and 2009, amounts relatingtie early termination
in mid-2008 of leases for seven Airbus A319 airgrafrelated reduction in workforce and the extilfgy costs associated with returning planes &stes in 2008; (iii)
for 2009 and 2010, amounts relating to the salgrefiously expensed MBO parts; (iv) for 2010 and 2011 amounts relatmgxit facility costs associated with movi
our Detroit, Michigan maintenance operations totEauderdale, Florida; and (v) termination costsamnection with the IPO during the three monthdeehJune 30,
2011 comprised of amounts paid to Indigo Partridr§, to terminate its professional services agreegmeéthn us and fees paid to three individual, uriféed holders of
our subordinated notes. Special charges for 20dd.iatlude legal, accounting, printing, and filifegs connected with the secondary offering whick e@summated
on January 25, 2012 . For more information, pleese“Management’s Discussion and Analysis of Firr@ondition and Results of Operations—Our Opemati
Expenses—Special Charges.”

4) Substantially all of the interest expense rded in 2007, 2008, 2009, 2010 and 2011 relatestes and preferred stock held by our principatidtolders that were
repaid or redeemed, or exchanged for shares of @mstock, in connection with the 2011 Recapitaiorat

(5) Interest attributable to funds used to financeabguisition of new aircraft, including PDPs is dapzed as an additional cost of the related asserest is capitalized
the weighted average implicit lease rate of owratft.

(6) Gain on extinguishment of debt represents¢icegnition of contingencies provided for in oubBGecapitalization agreements, which providedtfiercancellation of

shares of Class A preferred stock and reductidhefiquidation preference of the remaining Classréferred stock and associated accrued but umjpgitends based
on the outcome of the contingencies.

() Net income for 2010 includes a $52.3 million net benefit primarily due to the release of a valomtillowance resulting in a deferred tax beneft%2.8 million in
2010. Absent the release of the valuation allowarzkcorresponding tax benefit, our net income ddwave been $19.7 million for 2010. Pursuant toTthe
Receivable Agreement, we distributed to the Pre-8azkholders the right to receive a pro rata sbathe future payments to be made under such agmee These
future payments to the Pre-IPO Stockholders (estichas of December 31, 2011 to be approximately5$@#ilion) will be in an amount equal to 90% ogtbash
savings in federal income tax realized by us bjueitof our future use of the federal net operaliisg, deferred interest deductions and certaircttedits held by us as
of March 31, 2011. Please see "Notes to Financak8ents- 20. Initial Public Offering and Tax Reeble Agreement".

The following table presents balance sheet datthfoperiods presented.

As of December 31,

2011 2010 2009 2008 2007
Balance Sheet Data: (in thousands)
Cash and cash equivalents $ 343320 $ 8271« $ 8614 $  1622¢ $ 54,60
Total assets 745,81 475,75 327,86t 240,00¢ 257,38:
Long-term debt, including current portion _ 260,82; 242,23; 214,48( 180,78:
Mandatorily redeemable preferred stock — 79,713 75,11( 89,68t 138,77,
Stockholders' equity (deficit) 466,70t (105,077 (178,12) (261,89() (295,15
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OPERATING STATISTICS

Year Ended December 31,

2011 2010 2009 2008 2007

Operating Statistics (unaudited) (A)

Average aircraft 34.¢ 30.5 28.C 32.€ 35.¢
Aircraft at end of period 37 32 28 28 36
Airports served in the period 48 39 43 45 40
Average daily Aircraft utilization (hours) 12.7 12.€ 13.C 12.€ 11.F
Average stage length (miles) 921 941 931 92t 95€
Block hours 161,89¢ 141,86: 133,22 150,82 150,64:
Passenger flight segments (thousands) 8,51¢ 6,952 6,32¢ 6,07¢ 6,97¢
Revenue passenger miles (RPMs) (thousands) 8,006,74i 6,664,39! 6,039,06: 6,599,80! 6,850,56!
Available seat miles (ASMs) (thousands) 9,352,55: 8,119,92: 7,485,14; 8,262,23 8,461,86
Load factor (%) 85.€ 82.1 80.7 79.¢ 81.C
Average ticket revenue per passenger flight segii$ent 80.97 77.3¢ 84.77 94.2¢ 98.4¢
Average non-ticket revenue per passenger flightneeg

$) 44.7¢ 35.0C 25.91 18.61 10.9¢
Total revenue per passenger segment ($) 125.7¢ 112.3¢ 110.6¢ 112.8¢ 109.4(
Average yield (cents) 13.3¢ 11.7: 11.5¢ 11.9: 11.1¢
RASM (cents) 11.4¢ 9.62 9.3t 9.52 9.0z
CASM (cents) 9.91 8.77 7.8€ 9.31 8.64
Adjusted CASM (cents) (B) 9.84 8.7¢ 7.8¢ 8.97 8.7€
Adjusted CASM ex fuel (cents) (B) 5.72 5.71 5.4EF 5.47 5.67
Fuel gallons consumed (thousands) 121,03 106,62 98,42; 109,56: 113,84
Average economic fuel cost per gallon ($) 3.1€ 2.3 1.8¢ 2.64 2.3(C

(A) See “Glossary of Airline Term&lsewhere in this annual report for definitiongems used in this tab
(B) Excludes restructuring and termination co$t$@1 million (less than 0.01 cents per ASM) ir0ZGand $17.9 million (0.22 cents per ASM) in 20884 credits of $0.4

million (less than 0.01 cents per ASM) in 2009, &03d6 million (less than 0.01 cents per ASM) in @0dnd $3.2 million (0.03 cents per ASM) in 201he$e amounts
are excluded from all calculations of Adjusted CA®Myvided in this prospectus. Please see “ManagemBiscussion and Analysis of Financial Conditiod &esult:
of Operations—Our Operating Expenses—Special clsaijso excludes unrealized mark-to-market, or MTgflains) and losses of $(10.3) million ((0.12) ceper
ASM) in 2007, $9.9 million (0.12 cents per ASM)2008, $(1.4) million ((0.02) cents per ASM) in 2088d $(2.1) million ((0.03) cents per ASM) in 20a0d $3.2
million (0.03 cents per ASM) in 2011. Please seafislgement’s Discussion and Analysis of Financiald@mn and Results of Operations—Critical Accouagti
Policies and Estimates.”
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GLOSSARY OF AIRLINE TERMS

Set forth below is a glossary of industry termsdusethis annual report:
“Adjusted CASM” means operating expenses, excludésfructuring charges and mark-to-market gairlesses, divided by ASMs.

“Adjusted CASM ex fuel” means operating expensss krcraft fuel expense and excluding restructucimarges and mark-to-market
gains or losses, divided by ASMs.

“AFA-CWA” means the Association of Flight AttendarCWA.

“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 byniimaber of miles the seats are
flown.

“Average aircraft” means the average number ofraftased in flight operations, as calculated atagy basis.
“Average daily aircraft utilization” means block ims divided by number of days in the period divitydaverage aircraft.

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

“Average non-ticket revenue per passenger flightent” means the total non-ticket revenue dividggassengers.
“Average ticket revenue per passenger flight seghmarans total passenger revenue divided by passeng

“Average stage length” means the average numberile§ flown per passenger flight segment.

“Average yield” means the average amount one pagesqrays to fly one mile, calculated as total rexedivided by RPMs.

“Block hours” means the number of hours during white aircraft is in revenue service, measured fiftuartime of gate departure before
take-off until the time of gate arrival at the deation.

“CASM” or “unit costs” means operating expensesaid by ASMs.
“CBA” means a collective bargaining agreement.

“CBP” means United States Customs and Border Piotec

“DOT” means the United States Department of Trartsgion.
“EPA” means the United States Environmental PradecAgency.

“FAA” means the United States Federal Aviation Adisiration.

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

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

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

“Into-plane fuel cost per gallon” means into-pldoel expense divided by number of fuel gallons coned.
“Into-plane fuel expense” represents the costtfijel and certain other charges such as fuel tardsoil.

“Load factor” means the percentage of aircraftsaatually 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 andhVelocity).

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

“PDP” means pre-delivery deposit payment.

“Revenue passenger miles” or “RPMs” means the nurobmiles flown by passengers.

“RLA” means the United States Railway Labor Act.

“TWU” means the Transport Workers Union of America.

“TSA” means the United States Transportation Seégéministration.

“ULCC” means “ultra low-cost carrier.”

“VFR” means visiting friends and relatives.

42




ITEM7. MANAGEMENT'S DISCUSSION AND ANALYSIS OF FINANCIAL CONDITION AND RESULTS OF OPERATIONS

You should read the following discussion of ouafiicial condition and results of operations in cargtion with the financial statements
and the notes thereto included elsewhere in thisiahreport.

Overview

We have been profitable for the last five yearseiwe implemented our ULCC business model in 28@itit Airlines is an ultra low-
cost, low-fare airline based in Fort Lauderdalerida that provides affordable travel opportunigescipally to and from South Florida, the
Caribbean and Latin America. Our targeted growthkets have historically been underserved by low-cagiers, which we believe provides
us sustainable expansion opportunities. Our ULCSinass model allows us to offer a low-priced basiwice combined with a range of
optional services for additional fees, targetinggisensitive travelers. Notwithstanding the receatility in the cost of jet fuel and the severe
economic recession, we have been able to mairgkdtively stable unit revenue while maintainingwacost structure. For 2011 , we had total
operating revenues of $1,071.2 million , operatmgme of $144.4 million and net income of $76.4liom . As of December 31, 2011, we
served 48 airports.

We have reduced our unit operating costs signifigaince redefining Spirit as a ULCC in 2007. Asezault, our operating cost structure
is among the lowest in the Americas, enabling usffier very low fares in the markets we serve whitdivering operating profitability. Key
elements of our low-cost structure include ourcédfit asset utilization, operation of an all Airlmisgle-aisle fleet with high-density seating
configurations, employee productivity, rigorous toosntrol and use of scalable outsourced servieeghermore, our modern fleet and aircraft
seat configuration enable us to operate as oneeahbst fuel-efficient U.S. jet airline operatorsafuel burn per seat per hour basis. We have
demonstrated the ability to implement our ULCC bess model and to adjust our capacity and routesspponse to changing market condit
as part of our focus on achieving consistent rpubditability.

Our ULCC business model allows us to compete puadbi through offering low base fares. For 201D1@ and 2009 our average base
fare was approximately $81 , $77 and $85 respdgtiaad we have offered promotional base faresQadifless. Since 2008 and 2007, when
our average base fare was approximately $94 anav38ve unbundled components of our air travelisethat have traditionally been
included in base fares, such as baggage and adseatselection, and offer them as optional, argikkervices for additional fees (which we
record in our financial statements as non-tickeeneie) as part of a strategy to enable our paseetg@lentify, select and pay for the services
they want to use. While many domestic airlines helge adopted some aspects of our unbundled pratiategy, unlike us, they generally hi
not made a corresponding reduction in base fares.

We have lowered our base fares significantly siniteating our unbundling strategy in 2007, wittetgoal of stimulating additional
passenger demand in the markets we serve. We@taontinue to use low fares to stimulate demarsiraegy that generates additional non-
ticket revenue opportunities and, in turn, allowgafurther lower base fares and stimulate deneaed further. This unbundling and low base
fare strategy is designed to support profitablevgino For 2011 , our operating income margin wa$%3, an increase over 2010 when our
operating income margin was 8.8%, highlighting éffects of increased fuel prices of 2010 and oueX010 pilot strike. In 2009, our
operating income margin of 15.9% was among thedsgim the U.S. airline industry.

As part of our low-cost strategy, we may incur sdabit are recovered through fees charged to aomers. When this occurs, our
CASM may increase but without materially adverssfgcting our results of operations due to theteglaevenue. In addition, our CASM will
generally increase and decrease inversely to @mage stage length due to some operating costs asuairport facilities and landing fees,
being fixed regardless of the stage length ande@leevenue. In turn, our average stage lengthvaily with the routes we elect to fly and has
been shortened in 2011 compared to prior yearsedsawe added service on a number of domestic ratitieshorter stage lengths, resulting in
upward pressure on CASM. Our fare pricing straisgjesigned to take into account the costs incusredach particular route.

June 2010 Pilot Strike

On May 13, 2010, the NMB released us and the pilot®n from mandatory supervised mediation, whioimmenced a 30-day “cooling
off” period as provided in the RLA. On June 12, @0fbllowing several negotiation sessions with piilets’ union during the cooling off peric
that did not result in an agreement, our pilotdated a strike, and we were forced to suspendigliitfoperations. The parties reached a
tentative agreement on June 16, 2010 under a RetWiork Agreement and a full flight schedule wasumed on June 18, 2010. On July 23,
2010, the pilots ratified a five-year collectivergaining agreement that became effective on Auggu2010.
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The results of operations for 2010 were materiatlyersely affected by the pilot strike. The pilbike resulted in reduced bookings in
period leading up to the strike as our customecsitme aware of the impending end of the coolingeffod, and lost revenues while flight
operations were shut down and while we recoveruh the strike. We also experienced additional egpemelated to the strike, including cc
to reaccommodate passengers, offset by reduceabl@expenses, such as reduced fuel consumptioeraplbyee costs for flights not
operated. We estimate that the strike had a nettivegmpact on our operating income for 2010 gdragimately $24 million, consisting of an
estimated $28 million in lost revenues and apprexéty $4 million of incremental costs resultingrfréhe strike, offset in part by a reduction
of variable expenses during the strike of approxétysb8 million for flights not flown. The strikeesulted in a reduction of approximately 1<
million ASMs from our scheduled flying that was paaded during the fivday strike period. Additionally, under the termgtud pilot contrac
we also paid $2.3 million in return-to-work paymerduring the second quarter of 2010, which arérmebtided in the strike impact costs
described above.

The agreement with our pilots increased our pdbbk costs by approximately 11% in 2011 comparebeastimated cost of the
previous collective bargaining agreement and inefuadditional pay rate increases and modified walds, which will increase the
productivity of our pilots. We believe the five-ydarm is valuable in providing stability to oublar costs, and that the other terms will also
provide us with competitive pilot labor costs comgmhto other U.S.-based low-cost carriers.

June 2011 IPO

On June 1, 2011, we completed our initial publifeidhg of common stock, or IPO, which raised netgeeds of $150.0 million after
repayment of debt, payment of transaction expeasdother fees. In connection with the IPO, weatfé a recapitalization, which we refer to
as the 2011 Recapitalization, that resulted irréfpayment or conversion of all of our notes andeshaf preferred stock into shares of comr
stock.

Our Operating Revenues
Our operating revenues are comprised of passeagenues and non-ticket revenues.
Passenger RevenueRassenger revenues consist of the base faresuitaters pay for air travel.

Non-ticket Revenueblon-ticket revenues are generated from air tragleited fees paid by the ticketed passenger fordggdookings
through our distribution channels, advance seattieh, itinerary changes, hotel travel packaged,layalty programs such as our FREE
SPIRIT affinity credit card program and $9 FarelCINon-ticket revenues also include revenues deérire@m services not directly related to
providing transportation such as the sale of aésieg to third parties on our website and on baardaircraft.

Substantially all of our revenues are denominated.5. dollars. Passenger revenues are recognimagtbe related flight departs.
Accordingly, the value of tickets sold in advanderavel is included under our current liabilitias “air traffic liability,” or ATL, until the
related air travel is provided. Non-ticket revenaes generally recognized at the time the ancilfaoducts are purchased or ancillary services
are provided. Non-ticket revenues also includemaes from our subscription-based $9 Fare Club, mve recognize on a straight-line basis
over 12 months. Revenue is generated from the FRERIT credit card affinity program through theesaf FREE SPIRIT miles, card
acquisitions, ongoing use of the FREE SPIRIT creditls, milestone payments in connection with tféewement of specific usage and user
volumes, and renewals, which we currently recogimzeccordance with the criteria as set forth icéunting Standards Update ASU
No. 200¢-13. Please see “—Ciritical Accounting Policies &stimates—Frequent Flier Program”.

We recognize revenues net of certain taxes andraippssenger fees, which are collected by us balbef airports and governmental
agencies and remitted to the applicable governrhentiy or airport on a periodic basis. These saard fees include U.S. federal
transportation taxes, federal security chargeppdipassenger facility charges, and foreign arawva departure taxes. These items are
collected from customers at the time they purchiasi tickets, but are not included in our reveniWse record a liability upon collection from
the customer and relieve the liability when payreeare remitted to the applicable governmental agenairport.

Our Operating Expenses
Our operating expenses consist of the following ltlems.

Aircraft Fuel. Aircraft fuel expense is our single largest opaiggxpense. It includes the cost of jet fuel, exldederal taxes, fueling
into-plane fees and transportation fees. It alstuites realized and unrealized gains and losssia@firom any fuel price hedging activity.

Salaries, Wages and Benefi&alaries, wages and benefits expense includesthees, hourly wages, bonuses and
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equity compensation paid to employees for thewises, as well as the related expenses associdtie@mployee benefit plans and employer
payroll taxes.

Aircraft Rent. Aircraft rent expense consists of monthly leasésréor aircraft and spare engines under the terftisearelated operating
leases and is recognized on a straight line bAsisaft rent expense also includes that portiomaintenance reserves, also referred to as
supplemental rent, paid to aircraft lessors in adeaof the performance of major maintenance ai#/that is not probable of being reimbur
to us by the lessor. Aircraft rent expense is f¢h® amortization of gains and losses on saleleaskback transactions on our flight equipm
Presently, all of our aircraft and spare enginedfiamnced under operating leases.

Landing Fees and Other Rentsinding fees and other rents include both fixedeariable facilities expenses, such as the feegyeda
by airports for the use or lease of airport faeitif overfly fees paid to other countries and tloathly rent paid for our headquarters facility.

Distribution. Distribution expense includes all of our directtsa® sell, including the cost of web support, third-party call center,
travel agent commissions and related GDS feescaattit card transaction fees, associated with ateaf our tickets and other products and
services.

Maintenance, Materials and RepairMaintenance, materials and repairs expense inslali@arts, materials, repairs and fees for rgpair
performed by third-party vendors directly requitednaintain our fleet. It excludes direct laborta@dated to our own mechanics, which is
included under salaries, wages and benefits. dtedsludes the amortization of heavy maintenanperses, which we defer under the deferral
method of accounting and amortize on a straiglg-tinusage basis until the next estimated overhaaiit.

Depreciation and Amortizatiomepreciation and amortization expense includesiépeeciation of fixed assets we own and leasehold
improvements. It also includes the amortizatiohedvy maintenance expenses we defer under theaefethod of accounting for heavy
maintenance events and recognize into expenseswaight line or usage basis until the next overbkaant.

Loss on disposal of assetisoss 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 operagapgnse and fees charged by third-party vendors fo
ground handling services and commissary expensegast of passenger liability and aircraft huiirance, all other insurance policies except
for employee health insurance, travel and traigrgenses for crews and ground personnel, profeddiess, personal property taxes and all
other administrative and operational overhead esg&rNo individual item included in this categogpresented more than 5% of our total
operating expenses.

Special ChargesSpecial charges include termination costs, restring costs, and secondary offering costs.

In the second quarter of 2011, we incurred $2.8anilof termination costs in connection with thedilfomprised of amounts paid to
Indigo Partners, LLC to terminate its professiosgivices agreement with us and fees paid to thdieidual, unaffiliated holders of our
subordinated notes. The Company also incurred®@l®n consisting principally of legal, accountingrinting, and filing fees connected with
the secondary offering which was consummated onalsg5, 2012 .

In 2010, in an effort to gain efficiencies, we rted all of our maintenance operations from Dgthdichigan, to Fort Lauderdale,
Florida. The restructuring included the closurdaailities in Detroit, relocation of equipment atobls, and the relocation of a portion of the
former Detroit workforce. We determined that thiacation of these facilities and the relocation aaduction of certain employees met the
requirement of an exit activity, and, therefore,weorded all of the related severance and extsdn2010. In 2011, we recorded $0.2 million
of additional restructuring charges that primaréiate to this relocation of our maintenance openat

Our Other Expense (Income)

Interest Expensdlaid-in-kind interest on notes due to related pariind preferred stock dividends due to relatetiegaaccount, on
average, for over 80% of interest expense incuioethe years 2011 , 2010 and 2009 . Non-relatety fisterest expense accounted for the
remainder of interest expense in these periodsofAlie notes and preferred stock were repaidaegemed, or exchanged for common stock, in
connection with the 2011 Recapitalization.

Capitalized InterestCapitalized interest represents interest costnanite purchase deposits for future aircraft andgpertunity cost
(interest) incurred during the acquisition periddio aircraft that theoretically could have beeaided had
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we not made PDPs for that aircraft. These amoumstsegorded as part of the cost of the aircraffugalivery. Capitalization of interest ceases
when the asset is ready for service.

Our Income Taxes

We account for income taxes using the liability noet. We record a valuation allowance to reducel#dferred tax assets reported if,
based on the weight of the evidence, it is morelyikhan not that some portion or all of the deddrtax assets will not be realized. Deferred
taxes are recorded based on differences betwedim#neial statement basis and tax basis of assetdiabilities and available tax loss and
credit carryforwards. In assessing the realizabditthe deferred tax assets, our management censsichether it is more likely than not that
some or all of the deferred tax assets will beizedl In evaluating the ability to utilize our defed tax assets, we consider all available
evidence, both positive and negative, in deterngiffiiiure taxable income on a jurisdiction by juitsibn basis.

Immediately prior to the IPO, we entered into tlex Receivable Agreement and thereby distributeétiéd’re-IPO Stockholders the right
to receive such stockholders’ pro rata share ofuhge payments to be made by us under the TariRagle Agreement. Under the Tax
Receivable Agreement, we are obligated to payedtte-1IPO Stockholders an amount equal to 90%eo€éish savings in federal income tax
realized by us by virtue of our future use of thddral net operating loss, deferred interest demhgand alternative minimum tax credits held
by us as of March 31, 2011, which we refer to asRre-IPO NOL. “Deferred interest deductions” meiaterest deductions that have accrued
as of March 31, 2011, but have been deferred uniies applicable to related party debt. Cash tainga generally will be computed by
comparing our actual federal income tax liabiliythe amount of such taxes that we would have beguired to pay had such Pre-IPO NOLs
not been available to us. As of the effective d@ditthe Tax Receivable Agreement, we recognizedllity equal to the total payments
estimated to be made under the Tax Receivable Awee which are accounted for as a reduction ottiaddl paidin capital. As of Decemb
31, 2011, we estimate a cash benefit of $36.5anillior 90% of the total cash benefit from the @ide of the Pre-IPO NOLs, will be paid to the
PredPO Stockholders under the terms of the Tax RebédvAgreement. Subsequent changes in the estirtiab#ity under the Tax Receivab
Agreement will be recorded through earnings in apieg expenses. The payments we make to the Pr&tBekholders under the Tax
Receivable Agreement are not expected to givetoisey incidental tax benefits to us, such as déohe or an adjustment to the basis of our
assets.

Trends and Uncertainties Affecting Our Business

We believe our operating and business performandeven by various factors that affect airlines #meir markets, trends affecting the
broader travel industry, and trends affecting thecfic markets and customer base that we tardnet .fallowing key factors may affect our
future performance.

Competition. The airline industry is highly competitive. Theripal competitive factors in the airline indystre fare pricing, total
price, flight schedules, aircraft type, passengeersities, number of routes served from a city, mustr service, safety record and reputation,
code-sharing relationships, and frequent flier progs and redemption opportunities. Price compaetitiocurs on a market-by-market basis
through price discounts, changes in pricing stmestufare matching, target promotions and freqtlemtinitiatives. Airlines typically use
discount fares and other promotions to stimulatfitrduring normally slower travel periods to geate cash flow and to maximize unit
revenue. The prevalence of discount fares can tiieplarly acute when a competitor has excess dgptinat it is under financial pressure to
sell.

Seasonality and VolatilityOur results of operations for any interim peréwd not necessarily indicative of those for theérentear
because the air transportation business is sutgjeignificant seasonal fluctuations. We generalpect demand to be greater in the secont
third quarters compared to the rest of the yeae. dihtransportation business is also volatile laigtily affected by economic cycles and trends.
Consumer confidence and discretionary spendingderrorism or war, weakening economic condiiofare initiatives, fluctuations in fuel
prices, labor actions, weather and other factove hasulted in significant fluctuations in revena@sl results of operations in the past. In
particular, demand for air transportation serviees materially adversely affected by the sever@@wic recession starting in 2008, and re«
high fuel prices in 2008 materially adversely aféecoperating results in the industry generally. Wgkeve demand for business travel
historically has been more sensitive to economésguires than demand for low-price travel.

Aircraft Fuel. Fuel costs represent the single largest operatipgnse for most airlines, including ours. Fuatsdave been subject to
wide price fluctuations in recent years. Fuel alzility and pricing are also subject to refiningaeity, periods of market surplus and shortage,
and demand for heating oil, gasoline and otheopmim products, as well as meteorological, econ@ndtpolitical factors and events
occurring throughout the world, which we can neittentrol nor accurately predict. We source a digant portion of our fuel from refining
resources located in the southeast United Stadeticyarly facilities adjacent to the Gulf of Mexi. Gulf Coast jet fuel tends to sell at slightly
lower prices than fuel from other regional refinsmurces due to the size and depth of the markdtwa believe this difference gives us an
advantage on our largest single operating costhésame time, however, Gulf Coast fuel is suldfgeblatility and supply disruptions,
particularly in

46




hurricane season when refinery shutdowns have metim recent years, or when the threat of weathlated disruptions has caused Gulf C
fuel prices to spike above other regional sourEesmn time to time, we use jet fuel option contramtswap agreements to attempt to mitigate
price volatility. Additionally, during hurricane ason (August through October), we use basis swsipg NYMEX Heating Oil indexes to
protect the refining price risk between the pri€erade oil and the price of refined jet fuel. Histally, we have protected approximately 45%
of our forecasted fuel requirements during hurrécaeason using basis swaps. Our fuel hedging peadiire dependent upon many factors,
including our assessment of market conditions diet,four access to the capital necessary to suppdin requirements, the pricing of hedges
and other derivative products in the market andiegiple regulatory policies. As of December 31, 20de had in place fuel hedges using U.S.
Gulf Coast jet fuel collars for approximately 40%war estimated fuel consumption for the first gaaof 2012. As of December 31, 2011, we
purchased all of our aircraft fuel under a singlel service contract. The cost and future availgtulf jet fuel cannot be predicted with any
degree of certainty.

Labor. The airline industry is heavily unionized. Thegea, benefits and work rules of unionized airliméuistry employees are
determined by collective bargaining agreement§BAs. Relations between air carriers and labor nmia the United States are governed by
the RLA. Under the RLA, CBAs generally contain “amdable dates” rather than expiration dates, andRtte requires that a carrier maintain
the existing terms and conditions of employmenbfeing the amendable date through a multi-stageusu@lly lengthy series of bargaining
processes overseen by the NMB. This process castinntil either the parties have reached agreeareatnew CBA, or the parties have been
released to “self-help” by the NMB. In most circuarsces, the RLA prohibits strikes; however, afedease by the NMB, carriers and unions
are free to engage in self-help measures suchilsssand lockouts.

We have three union-represented employee groupprising approximately 52% of our employees at Deoen31, 2011. Our pilots are
represented by the Airline Pilots Association, tn&ional, or ALPA, our flight attendants are reqmeted by Association of Flight Attendants,
or AFA-CWA, and our flight dispatchers are representediaysport Workers Union of America, or TWU. Confidbetween airlines and th
unions can lead to work slowdowns or stoppageduire 2010, we experienced a fo@y strike by our pilots, which caused us to stovtrd oul
flight operations. The strike ended as a resutiusfreaching a tentative agreement under a Retuiark Agreement and a full flight schedule
was resumed on June 18, 2010. On August 1, 201enteeed into a five-year collective bargainingesgnent. The agreement with our pilots
increased our pilot labor costs by approximatel§olith 2011 compared to the estimated cost of theigue collective bargaining agreement
and includes additional pay rate increases andfreddiork rules, which will increase the productyvof our pilots. Pilot labor costs on a per
block hour basis are expected to decrease by aippately 3% in 2012 compared to 2011. We believditheyear term 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.-
based low-cost carriers.

In addition, our CBA with our flight attendants la@ee amendable under the RLA in 2007, and we arertly engaged in negotiations
with the AFA-CWA. The outcome of our collective baming negotiations cannot presently be determaretithe terms and conditions of our
future CBAs may be affected by the results of ailee bargaining negotiations at other airlined thay have a greater ability to bear higher
costs under their business models. If we are urtalieach agreement with any of our unionized wgrdups in current or future negotiations
regarding the terms of their CBAs, we may be sulifgevork interruptions or stoppages, such as tiikesby our pilots in June 2010. A strike
or other significant labor dispute with our unicedzemployees is likely to adversely affect ourigbtb conduct business.

Maintenance ExpenséMaintenance expense grew through 2011 , 201®2@6€ mainly as a result of the increasing age ofleet
(approximately 4.5 years on average at Decembe2@®ll1) and growing fleet. As the fleet ages, weeekphat maintenance costs will increase
in absolute terms. The amount of total maintenaosts and related amortization of heavy maintenarpense is subject to many variables
such as future utilization rates, average staggttenhe size and makeup of the fleet in futuréqasr and the level of unscheduled maintenance
events and their actual costs. Accordingly, we ocangliably quantify future maintenance expensesfty significant period of time. However,
we believe, based on our scheduled maintenancesewemrent maintenance expense and maintenaratedeimortization expense in 2012
will be approximately $56 million.

As a result of a significant portion of our fleetibg acquired over a relatively short period ofejmignificant maintenance scheduled on
each of our planes will occur at roughly the saimet meaning we will incur our most expensive scied maintenance obligations across our
current fleet around the same time. These moréfiignt maintenance activities will result in outgervice periods during which our aircraft
will be dedicated to maintenance activities andvailable to fly revenue service.

Maintenance Reserve Obligation¥he terms of our aircraft lease agreements requgrto pay supplemental rent, also known as
maintenance reserves, to the lessor in advancedodsicollateral for the performance of major maiahce events, resulting in our recording
significant prepaid deposits on our balance shfe®t result, the cash costs of scheduled major

47




maintenance events are paid well in advance ofdbegnition of the maintenance event in our refligperations. Please see “—Critical
Accounting Policies and Estimates—Aircraft Mainteo@, Materials, Repair Costs and Related Heavy tdaance Amortization” and “—
Maintenance Reserves.”

Critical Accounting Policies and Estimates

The following discussion and analysis of our finahcondition and results of operations is baseduwnconsolidated financial
statements, which have been prepared in accordeitftaccounting principles generally accepted i thnited States. The preparation of these
financial statements requires us to make estinatdgudgments that affect the reported amount etasand liabilities, revenues and expenses,
and related disclosure of contingent assets ahiities at the date of our financial statementeteéN1 to our financial statements provides a
detailed discussion of our significant accountingjgies.

Critical accounting policies are defined as thoskcpes that reflect significant judgments or estias about matters that are both
inherently uncertain and material to our financiahdition or results of operations.

Revenue RecognitioRevenues from tickets sold are initially deferred® L. Passenger revenues are recognized wherpteaton is
provided. An unused non-refundable ticket expiteth@ date of scheduled travel and is recognizeéanue for the expired ticket value at the
date of scheduled travel.

Our most significant non-ticket revenues includeereies generated from air travel-related fees fomidaggage, bookings through our
call center or third-party vendors, advance sdatten, itinerary changes and loyalty programsl are recognized at the time products are
purchased or ancillary services are provided. Thegenues also include commissions from the sdlbstel rooms, trip insurance and rental
cars recognized at the time the service is rendered

Customers may elect to change their itinerary pgadhe date of departure. A change fee is assesgkdecognized on the date the chi
is initiated and is deducted from the face valutheforiginal purchase price of the ticket, anddhiginal ticket becomes invalid. The amount
remaining after deducting the change fee is calletkedit shell which expires 60 days from the dlagecredit shell is created and can be used
towards the purchase of a new ticket and the Cogripather service offerings. The amount of creditpected to expire is recognized as
revenue upon issuance of the credit and is estahrizdeed on historical experience. Estimating thewarnhof credits that will go unused
involves some level of subjectivity and judgment.

Non-ticket revenues include revenues from our stgatsen-based $9 Fare Club, recognized on a sttdigh basis over 12 months.
Revenues generated from the sale of FREE SPIRI@smaihd credit card renewals are currently recodrorea straight-line basis over 16
months based on expected customer usage of milesnate assumptions on the future use of custornies imased on historical customer
behavior. To the extent that customer behavior gbams a result of, among other factors, econoamiditions, perception of travel, and the
number of miles to earn awards, a correspondingsadient would be made to the period in which wegeize revenue generated from the
FREE SPIRIT miles and credit card renewals, resglith either a smaller or larger liability. Alsccinded in non-ticket revenues are milestone
payments in connection with the achievement of ifipacsage and user volumes, which we recognizenwkeeived from the FREE SPIRIT
credit card provider.

Freqguent Flier ProgramWe accrue for mileage credits earned through traveluding mileage credits for members with aruffisient
number of mileage credits to earn an award, undeFREE SPIRIT program based on the estimatedrnmenéal cost of providing free travel
for credits that are expected to be redeemed. imenéal costs include fuel, insurance, securitketimg and facility charges reduced by an
estimate of fees required to be paid by the passesigen redeeming the award.

We also sell mileage credits to companies partizigan the FREE SPIRIT program (or affinity cancbgram). Under our original
affinity card program, funds received from the s#flenileage credits are accounted for as a muldenent arrangement and allocated to a
marketing component and a transportation compameiteage credits) using the residual method. Threviue of the transportation
component is deferred and recognized ratably asepggr revenue over the estimated period the toatagion is expected to be provided. The
difference between the funds received and thevidire of the transportation component is recogniaetbn-ticket revenue at the time of sale
as nonticket marketing revenue. The marketing componeptasents our compensation for, among many itesesofiour trademark, custon
lists and placement of marketing materials to erage application for credit cards. Because thezenarundelivered elements other than the
mileage credits, we record the revenue from thekatarg component when funds are received. We @lseive bonuses from companies
participating in the FREE SPIRIT program that atigeh by the volume of the usage of our co-branctedit cards. We recognize these
bonuses as non-ticket revenue when payment isvestéinilestone method) as the milestones are substa
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During the fourth quarter of 2010, the Company deieed not to renew its agreement with the admiaist of the FREE SPIRIT affini
credit card program at the scheduled expiratidRelbruary 2011. We entered into a new affinity qganagram that became effective April 1,
2011 for the marketing of a co-branded Spirit dredrd and the delivery of award miles over a fjear period. At the inception of the
arrangement, we evaluated all deliverables in thengement to determine whether they representatepanits of accounting using the criteria
as set forth in ASU No. 2009-13. We determinedatirangement had three separate units of accourijricavel miles to be awarded, (ii)
licensing of brand and access to member lists(i@ihddvertising and marketing efforts. Under ASld. 2009-13, arrangement consideration
should be allocated based on relative selling pAténception of the arrangement, we establisiedrelative selling price for all deliverables
that qualified for separation. The manner in witioh selling price was established is based onrargiey of evidence under ASU No. 2009-13
that we considered. Total arrangement consideratamthen allocated to each deliverable on theskidighe deliverable's relative selling price.
In considering the hierarchy of evidence, we fitstermined whether vendor-specific objective evageof selling price or third-party evidence
of selling price existed. We determined that neitrendor-specific objective evidence of sellingcprior thirdparty evidence existed due to
unigueness of our program. As such, we developethest estimate of the selling price for all delalges. For the selling price of travel, we
considered a number of entity-specific factorsudaig the number of miles needed to redeem an aweaedage fare of comparable segments,
breakage, restrictions, and fees. For licensingrahd and access to member lists, we considerédnbatket-specific factors and entipecific
factors, including general profit margins realizedhe marketplace/industry, brand power, markgalty rates, and size of customer base. For
the advertising and marketing element, we consitlerarket-specific factors and entity-specific fastmcluding, our internal costs (and
fluctuations of costs) of providing services, vokiof marketing efforts, and overall advertisingml@onsideration allocated based on the
relative selling price to both brand licensing audertising elements is recognized as revenue whered and recorded in non-ticket revenue.
Consideration allocated to award miles is defeaed recognized ratably as passenger revenue avestimated period the transportation is
expected to be provided (historically estimatedisato 20 months and currently estimated at 16 ng)nte used entity-specific assumptions
coupled with the various judgments necessary terdehe the selling price of a deliverable in acemce with the required selling price
hierarchy. Changes in these assumptions (e.g.ptdate, number of miles to redeem awards, manggtian, and approval rate of credit cards)
could result in changes in the estimated sellingggr Determining the frequency to reassess sqilieg for individual deliverables requires
significant judgment. During 2011the Company changed the expiration of its awatdsnfirom six months to three months, which resluitea
reduction of the estimated period the transpontaicexpected to be provided from 20 months to d&ths. The change increased revenues by
$0.2 million in 2011. For additional informatioriepse see “Notes to Financial Statements—1. Sumafaignificant Accounting Policies—
Frequent Flier Program”.

Aircraft Maintenance, Materials, Repair Costs angld®ed Heavy Maintenance Amortizatide account for heavy maintenance under
the deferral method. Under the deferral methodcts of heavy maintenance is capitalized and ameattas a component of depreciation and
amortization expense until the next such heavy taaance event. Amortization of engine and airavaéirhaul costs was $2.6 million, $1.3
million and $1.0 million for the years ended DecemB1, 2011 , 2010 and 2009 , respectively. If eagiverhaul costs were amortized within
maintenance, material and repairs expense in #tensént of operations, our maintenance, materrepairs expense would have been $38.1
million, $29.5 million and $28.5 million for the ges ended December 31, 2011 , 2010 and 2009 ,atesge. During the years ended
December 31, 2011 , 2010 and 2009 , we capita$2dl million, $5.2 million and $5.3 million of assfor heavy maintenance, respectively.
The next heavy maintenance event is estimated masadsumptions including estimated usage, FAA-ratttdmaintenance intervals and
average removal times as suggested by the mantdaciinese assumptions may change based on chammasutilization of our aircraft,
changes in government regulations and suggestedfatarer maintenance intervals. In addition, thessumptions can be affected by
unplanned incidents that could damage an airframgine, or major component to a level that woutfuiee a heavy maintenance event pric
a scheduled maintenance event. To the extent annpt usage increases, the estimated life wouldaee before the next maintenance event,
resulting in additional expense over a shorterqueriHeavy maintenance events are our HMV4 and HMivféame checks, engine overhauls,
and overhauls to major components. Certain mainmnéunctions are outsourced under contracts #uptire payment based on a performance
measure such as flight hours. Costs incurred fonteaance and repair under flight hour maintenarcegracts, where labor and materials p
risks have been transferred to the service proyvateraccrued based on contractual payment terogiri® cost for maintaining the airframes
and engines and line maintenance are charged tdenance, materials and repairs expense as pedorme

Maintenance Reserve®©ur master lease agreements provide that we paytemance reserves to aircraft lessors to bedsetllateral i
advance of our performance of major maintenandeites. These lease agreements provide that meniee reserves are reimbursable to us
upon completion of the maintenance event in an ategqual to the lesser of (1) the amount of thenteaance reserve held by the lessor
associated with the specific maintenance ever?)athé qualifying costs related to the specific meance event. Substantially all of these
maintenance reserve payments are calculated basgdtilization measure, such as flight hours aley, and are used solely to collateralize
the lessor for maintenance time run off
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the aircraft until the completion of the maintenaif the aircraft. We paid $ 38.3 million , $ 3fillion and $ 26.9 million in maintenance
reserves, net of reimbursement, to our lessorthéoyears ended December 31, 2011 , 2010 and 2@8pectively.

At lease inception and at each balance sheetwatassess whether the maintenance reserve payragoied by the master lease
agreements are substantively and contractuallyectla the maintenance of the leased asset. Mainternreserve payments that are
substantively and contractually related to the rtegiance of the leased asset are accounted forintemance deposits. Maintenance deposits
expected to be recovered from lessors are refledquepaid maintenance deposits in the accompgbgilance sheets. When it is not probi
we will recover amounts currently on deposit witlessor, such amounts are expensed as supplememtalVe expensed $1.5 million, $0.0
million and $0.2 million of maintenance reservesagplemental rent during 2011 , 2010 and 2008pewetively.

As of December 31, 2011, 2010 and 2009, we hadajtepaintenance deposits of $168.8 million, $13Rilllon and $96.3 million,
respectively, on our balance sheets. We have cdedlthat these prepaid maintenance deposits apalgmof recovery primarily due to the
rate differential between the maintenance reseayengnts and the expected cost for the relatedmaixttenance event that the reserves serve
to collateralize.

Our master lease agreements also provide thatmmeistenance reserves held by the lessor at theatiqgoi of the lease are nonrefund:
to us and will be retained by the lessor. Consetlyjene have determined that any usage-based nmainte reserve payments after the last
major maintenance event are not substantivelyael the maintenance of the leased asset anddreesge accounted for as contingent rent.
We accrue contingent rent beginning when it becopnelable and reasonably estimable we will incehswnrefundable maintenance reserve
payments. We make certain assumptions at the incept the lease and at each balance sheet ddtte¢anine the recoverability of
maintenance deposits. These assumptions are basedious factors such as the estimated time betwe=maintenance events, the date the
aircraft is due to be returned to the lessor aechtimber of flight hours the aircraft is estimatedbe utilized before it is returned to the lessor.
Maintenance reserves held by lessors that aredehla to us at the expiration of the lease arewated for as prepaid maintenance deposits or
the balance sheet when they are paid.

Gains and Losses on Sale and Leaseb&ak aircraft acquired through a sale and leadetvaosaction that is determined to be an
operating lease, any profit or loss on the satieferred and amortized over the term of the leasless the fair value of the aircraft at the time
of the transaction is less than its acquisitiort,daswvhich case a loss is recognized immediatelyauthe amount of the difference between
acquisition cost and fair value.

Fuel Derivatives We account for derivative financial instrument$aér value and recognize them in the balance tsiie@an asset or otr
current liability. Accordingly, changes in the fa@lue of such derivative contracts are recordesl @smponent of aircraft fuel expense. These
amounts include both realized gains and lossesramll-to-market adjustments of the fair value of dieeivative instruments at the end of each
period.

Share-Based Compensatidie recognize cost of employee services receiveskdhange for awards of equity instruments baseth@n
fair value of each instrument at the date of gr&aimpensation expense is recognized on a straighbhasis over the period during which an
employee is required to provide service in exchdongan award. Restricted stock awards are valtiglesfair value of the shares on the dat
grant if vesting is based on a service or a peréorea condition. To the extent a market price waswmailable, the fair value of stock awards
were estimated using a discounted cash flow arsabased on management’s estimates of revenuendivassumed market growth rates, and
estimated costs as well as appropriate discouas.rahese estimates are consistent with the plahestimates that management uses to
manage the Company’s business. The fair valuearksbption awards is estimated on the date of grsing the Black-Scholes valuation
model. As of December 31, 2011, there was $1.3anibf total unrecognized compensation cost relttatbn-vested restricted stock and
options granted under the plan expected to be rezeg over a weighted-average period of 2.6 years.

Income TaxedlNe account for income taxes using the liability lnoet. We record a valuation allowance against dedetaix assets
reported if, based on the weight of the evidertds,more likely than not that some portion orddlthe deferred tax assets will not be realized.
Deferred taxes are recorded based on differendegbe the financial statement basis and tax bdésissets and liabilities and available tax
loss and credit carryforwards. In assessing thiezedality of the deferred tax assets, our managaroensiders whether it is more likely than
not that some or all of the deferred tax assetisbairealized. In evaluating our ability to utiliver deferred tax assets, we consider all available
evidence, both positive and negative, in deterngiffiiiure taxable income on a jurisdiction by jurtsibn basis.

RESULTS OF OPERATIONS

In 2011 , we recorded our fifth consecutive prdfigayear under our ULCC business model. In 2011gereerated operating income of
$144.4 million and net income of $76.4 million obh,&71.2 million of operating revenues, compared to
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operating income of $68.9 million and net incomé&®d2.5 million on operating revenues of $781.3ionillduring 2010 .

The increase in operating income in 2011 over 261$¥5.5 million or 109.6% is mainly due to a 37.i%rease in revenue partially
offset by increased fuel prices and increasesiiimwa other operating costs. Revenue increasedoyearyear as a result of a 4.3% increase in
load factor, a 15.2% increase in capacity and 2%4ncrease in average yield. Fuel costs increhge®l39.8 million during 2011 compared to
2010, primarily driven by a 35.3% increase in phiee per gallon and a 13.5% increase in consump@perating expenses increased as we
increased our operating activities year over yeauding the addition of five additional aircradt the fleet resulting in the increased capacity.

We improved our liquidity position with the comptat of an IPO in June 2011, whereby we retained$Lkillion of net of proceeds,
after paying off debt, fees and costs associatéul twe offering.

Net income for 2010 of $72.5 million includes a $5aillion net tax benefit primarily due to theeabe of a valuation allowance
resulting in a deferred tax benefit of $52.8 millim 2010. Absent the release of the valuationwadioce and corresponding tax benefit, our net
income would have been $19.7 million for 2010. 01@, we recorded operating income of $68.9 milbor$781.3 million of operating
revenues. The results of operations for 2010 weveraely affected by an increase in fuel pricestapdeffects of our June 2010 pilot strike.
Fuel cost increased by $67.1 million from 2009@4@, caused principally by a 27% increase in theegser gallon and an 8.3% increase in
fuel volume during 2010 compared to 2009.

The June 2010 pilot strike resulted in reduced baykin the period leading up to the strike asaustomers became aware of the
impending end of the cooling off period and losteneues as flight operations were shut down and tatieback following the resumption of
flight operations. We also experienced additionglemses related to the strike, including coste&mecommodate passengers, offset in part by
reduction in other expenses, such as aircraftdodisalaries, wages and benefits. We estimatehatrike had a net negative impact on our
operating income for 2010 of approximately $24 imil] consisting of an estimated $28 million in lestenues and approximately $4 millior
incremental costs, offset in part by a reductionafable expenses of approximately $8 millionffayhts not flown. The strike resulted in a
reduction of approximately 145.8 million ASMs framr scheduled flights that were suspended duriaditte-day strike period. Additionally,
under the terms of the pilot contract, we paid exjpensed $2.3 million in return-to-work paymentsimyithe second quarter of 2010, which
are not included in the strike impact costs describove.

In 2009, we recorded net income of $83.7 milliod aperating income of $111.4 million on $700.0 riil of operating revenues. Our
2009 earnings were driven by increased market titatom our newer routes, relative stability in RAStecreased Adjusted CASM ex fuel,
and lower fuel prices. During 2009, we also recegdidebt extinguishment gains of $19.7 milliontedato contractual provisions of our
recapitalization in mid-2006.

Operating Revenue

% change 2011 % change 2010

Year Ended 2011 versus 2010 Year Ended 2010 versus 2009 Year Ended 2009
Passenger $ 689,65( 282% % 537,96¢ 0.3 % $ 536,18:
Non-ticket 381,53t 56.8 % 243,29¢ 48.5 % 163,85¢
Total operating revenue  $ 1,071,18 37.1%  $ 781,26! 11.6 % $ 700,03'
RASM (cents) 11.4¢ 19.1% 9.62 2.9 % 9.3t
Average ticket revenue pe
passenger flight segment $ 80.97 46% $ 77.3¢ B8.797% $ 84.71
Average non-ticket revenue
per passenger flight
segment 44.7¢ 28.0 % 35.0¢ 35.1 % 25.91
Total revenue per
passenger flight segment $ 125.7¢ 119% $ 112.3¢ 15% $ 110.6¢

Non-ticket revenues have continued to grow and ¢c@®35.6% of our total revenue for fiscal 2011 tuéhe effect of unbundling our
fares and the introduction of new services beybedsale of a ticket for transportation, including:
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* inJanuary 2010, we introduced booking feegdgervations made through our call center and-thérdy vendors and a separate fee to
upgrade to our Big Front Seat

e in August 2010, we introduced a fee for casrybags that do not fit under an aircraft ¢
* in February 2011, we reduced the weight threshmiad¥erweight bag

* in March 2011, we increased the change fee for fyiodi or canceling a reservatic

« in May 2011, we increased bag rates purchaselezkin on the wek

* inJune 2011, we increased the bag rates purclasled airport and the kios

¢ in August 2011, we began offering hotels and recdaltravel packages; e

e in September 2011 and November 2011, we increasepassenger usage 1

2011 compared to 2010

Operating revenues increased by $289.9 million370t% , to $1,071.2 million in 2011 compared t8%3 million in 2010 . Our
capacity in terms of ASMs increased 15.2% duringjl26ompared to 2010 , primarily driven by the addiof Airbus 320 aircraft, five of
which were delivered during 2011, and the full-yeHiect of our four 2010 deliveries. Our traffic m@asured in terms of RPMs increased by
20.1% during 2011 compared to 2010 . Our aircrpftrated an average of 12.7 hours daily with 85.6%eseats full during 2011 compared
to an average of 12.8 hours daily with 82.1% ofgeats full during 2010 .

Within operating revenues, passenger ticket revamtreased by 28.2% to $689.7 million in 2011 coredao $538.0 million in 2010 .
This increase was driven primarily by a 22.5% iaseein passenger segments in 2011 compared to. 2010

Non-ticket revenues increased by $138.2 millio2011 compared to 2010 , a 56.8% increase primdrilien by the 22.5% increase in
passenger flight segments and price enhancememsroticket services. During the first quarter 62, we reduced the weight threshold for
overweight baggage from 50 pounds to 40 poundsramdased the change fee charged to customersdaifying or canceling their
reservations. During the second quarter of 201linaeased bag rates purchased at check-in onabethe airport, and at the kiosk. During
the second half of 2011, we increased our passersggie fee. As a result of experienced continuedtrin revenue from many previously
adopted non-ticket revenue initiatives, our nokédtaevenue per passenger flight segment increz28€8d6 to $44.79 for 2011 from $35.00 for
2010 . Non-ticket revenue per passenger flight ssgrduring the fourth quarter of 2011 was $48.22 .

Effective April 1, 2011, we entered into a new figear affinity card program for the issuance of BREE SPIRIT credit cards with a
new administrator. During 2010, we determined naenhew our agreement with the former administraf@ur FREE SPIRIT affinity credit
card program at the scheduled expiration in Felgr@@d 1. In connection with that non-renewal, weeesd into an agreement with the former
administrator regarding the transition of the pesgrto the new provider and the remittance to uofpensation due to us for card members
obtained through our marketing services in the arhoti$5.0 million, of which $0.4 million was recoiged in the first quarter of 2011 and
$4.6 million was recognized in the fourth quarte2@10.

2010 compared to 2009

Operating revenues increased by $81.2 million1106% to $781.3 million in 2010 compared to $70@ilion in 2009. Our capacity in
terms of ASMs increased 8.5% in 2010 compared @92principally due to the introduction of our fifsur Airbus A320 aircraft configured
seat 178 passengers. In 2010, our aircraft opesateyerage of 1218ours a day with 82.1% of the seats full during@6@émpared to 80.7%
the seats full during 2009. Our traffic as measume@érms of RPMs increased by 10.4%. RASM was 8#s in 2010 compared to 9.35 cents
in 2009. We estimate that our 2010 RASM adjustedife impact of the June 2010 pilot strike was T&8ts.

Passenger ticket revenue increased by 0.3% du€ihg @ompared to 2009, from $536.2 million to $538ilion. Our 2010 passenger
ticket revenue was adversely affected by the shuridaf operations due to the June 2010 pilot stréke] from the shift of a portion of
passenger revenues to non-ticket revenues aslagkeur continued unbundling strategy, offsepart by a 9.9% increase in passenger
segments in 2010.

Non-ticket revenues grew by $79.4 million durindl@por 48.5%, as a result of a 9.9% increase isgrager flight segments. In addition,
we benefited from experienced continued growtteirenue from many previously adopted non-ticket mereenitiatives and new ancillary
services started during 2010. Our average nonitiekesnue per passenger flight segment
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increased 35.1% to $35.00 in 2010 from $25.91 du2iB09. Also during 2010, we no longer sold our Bignt Seaf as a separate fare but
instead charged a premium seat upgrade fee, whiftegrevenue from passenger revenue to non-tieketnues. In August 2010, we
introduced a fee for carry-on bags, resulting gigmificant reduction in the number of carry-on bapecked at the gate. In the fourth quarter of
2010, the first full quarter of the caroni bag fee, we experienced an increase in totatdamnue per passenger segment to $16.82, comiu
$9.59 in the fourth quarter of 2009. We also baithese changes are helping us reduce the tiraleeis to board and unload our aircraft and
thereby permit us to turn our aircraft more quickiiyen compared to turn-around times during the @yatge prior year periods when no carry-
on bag fee was in place.

Operating Expenses

Since adopting our ultra low-cost model, we havetioniously sought to reduce our unit operating<astd have created what we believe
is one of the lowest cost structures in our induistthe Americas. The table below presents ouratpey expenses, as a percentage of opel
revenue for the last three years, as well as ygtating costs (CASM).

Year Ended December 31,

2011 2010 2009
% of % of % of
Revenue CASM Revenue CASM Revenue CASM
Operating revenue 100.0 % 100.0 % 100.0 %
Operating expenses:
Aircraft fuel (1) 36.2% 4.15¢ 31.8% 3.0€¢ 25.€% 2.42¢
Salaries, wages, and benefits 17.C 1.94 20.C 1.07 19.7 1.81
Aircraft rent 10. 1.2¢ 13. 1.2t 12.¢ 1.2¢
Landing fees and other rentals 4.9 0.5€ 6.2 0.5¢ 6.0 0.5€
Distribution 4.8 0.5t 5.3 0.51 4.9 0.4€
Maintenance, materials and repairs 3.3 0.3€ 3.6 0.3¢ 3.9 0.37
Depreciation and amortization 0.7 0.0€ 0.7 0.07 0.7 0.07
Other operating expenses 8.4 0.9¢ 10.€ 1.02 10.4 0.97
Loss on disposal of assets — — — — 0.1 0.01
Special charges (2) 0.3 0.0% 0.1 0.01 0.2 (0.09)
Total operating expense 86.5%6 91.2% 84.1%
CASM 9.91¢ 8.71¢ 7.8€¢
MTM gains (losses) per ASM 0.0z 0.0= 0.02
Restructuring per ASM 0.0z 0.01 (0.01)
Adjusted CASM (excludes Restructurin
and MTM gains (losses) 9.84 8.7¢ 7.8¢
Adjusted CASM excluding fuel 5.72 5.71 5.4F
Q) Aircraft fuel expense is the sum of (i) “inpdane fuel cost,” which includes the cost of jetlfand certain other charges such as fuel

taxes and oil, (i) settlement gains and lossed, (i) unrealized mark-to-market gains and losaesociated with fuel hedge contracts.
The following table summarizes the components fraft fuel expense for the periods presented:

Year Ended December 31,

2011 2010 2009
(in thousands)
Into-plane fuel cost $ 392,27¢ $ 251,75 $ 181,80t
Settlement (gains) losses (7,43¢€) (1,487 75C
Unrealized mark-to-market (gains) losses 3,20¢ (2,065 (1,449
Aircraft Fuel $ 388,04¢ $ 248,20¢ $ 181,10°
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2 Includes special charges of $3.2 million (0Oc@8ts per ASM) in 2011 , $0.6 million (less tha@l0cents per ASM) in 2010 and credits
of $0.4 million (less than 0.01 cents per ASM) §02. Special charges for 2011 include $2.3 milbbtermination costs in connecti
with the IPO comprised of amounts paid to Indigatiras, LLC to terminate its professional serviageeement with us and fees paid
to three individual, unaffiliated holders of outsudinated notes and in the fourth quarter incliedel, accounting, printing, and filing
fees connected with the secondary offering which e@nsummated on January 25, 2012 . Special chBmg2810 and 2009 include
exit facility costs associated with amounts relgtio the sale of previously-expensed MD-80 parts et facility costs associated
with moving our Detroit, Michigan maintenance attiés to Fort Lauderdale, Florida, and for 201 1luded termination costs in
connection with the IPO during the three monthseginiline 30, 2011 comprised of amounts paid to étndaytners, LLC to terminate
its professional services agreement with us ansleé to three individual, unaffiliated holdersonfr subordinated notes. Special
charges for 2009 include amounts relating to thiy é@rmination in mid-2008 of leases for sevenbiis A319 aircraft, a related
reduction in workforce and exit facility costs asisded with returning planes in 2008. Please se®Operating ExpensesSpecial
Charges.”

2011 compared to 2010

Our operating expenses increased by approxima@hgafor 2011 compared to the corresponding peri@D10 . The increase is
primarily related to a 56.3% increase in fuel co$6&2% increase in labor cost, and a 14i8éfease in aircraft rent. Fuel costs were drivem
35.3% increase in the average price of aircraftee gallon and a 13.5% increase in gallons comsum

Aircraft fuel expenses includes both into-planeenge (as defined below) plus the effect of markatvket adjustments to our portfolio
of derivative instruments, which is a componengioraft fuel expenses. Into-plane fuel expensiefined as the price that we generally pay at
the airport, or the “into-plane” price, includingxes and fees. Into-plane fuel prices are affeayadorld oil prices and refining costs, which
can vary by region in the United States and theratbuntries where we operate. Fuel prices inctesigmificantly during 2011. Intptane fue
expense approximates cash paid to the suppliedegsl not reflect the effect of our fuel derivativBsecause our fuel derivative contracts dc
qualify for hedge accounting, we recognize changdise fair value of our derivatives when they av@s a component of aircraft fuel exper
both realized and unrealized. Aircraft fuel expeimseeased from $248.2 million in 2010 to $388.0iom in 2011 , representing 41.9% of our
total operating expenses for that 2011 period.

The elements of the changes in aircraft fuel expems illustrated in the following table:

Year Ended December 31,

2011 2010 Percentage Change
(in thousands, except per-gallon amounts)
Fuel gallons consumed 121,03( 106,62¢ 135 %
Into-plane fuel cost per gallon $3.24 $2.36 37.3%
Total into-plane fuel expense $ 39227¢ $ 251,75 55.8 %
Impact on fuel expense from (gains) and lossefgrfsom fuel-derivative activities (4,232 (3,54%) 19.3 %
Aircraft fuel expense $ 388,04¢ $ 248,20t 56.3 %

During 2011 , we recognized $4.2 million of netlfderivative gains consisting of settlement gaih$®4 million and mark-to-market
losses (unrealized) of $3.2 million . During 2010 recognized $3.5 million of net fuel derivatiyains consisting of realized gains of $1.4
million and mark-to-market gains (unrealized) of$$ghillion .

We evaluateeconomic fuel expensevhich we define as into-plane fuel expense leescash we received from hedge counterparties for
hedges that we settle during the relevant permaduding hedges that we terminate early duringorgod. The key difference betweaincraft
fuel expensandeconomic fuel expengethe timing of gain or loss recognition on oudge portfolio. When we refer to economic fuel
expense, we include net settlement gains or lazsgsvhen they are realized through a cash payifinemt our derivative contract
counterparties for those contracts that were skthlging the period. We believe this is the besasnee of the effect that fuel prices are
currently having on our business because it masety approximates the net cash outflow associaitgtdpurchasing fuel for our operations.
Accordingly, many industry analysts evaluate a@liesults using this measure and it is used inndernal management reporting.
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The difference between aircraft fuel expense anmt@wic fuel expense is shown below:

Year Ended December 31,

Percentage
2011 2010 Change
(in thousands, except per-gallon
amounts)

Into-plane fuel expense $ 39227¢ $ 251,75 55.8 %
Less: Cash received from settled derivatives, hetash settlements paid $ (7,43¢) $ (1,487) 401.4 %
Economic fuel expense $ 384,84 $ 250,27: 53.8 %
Fuel gallons consumed 121,03( 106,62¢ 13.5%
Economic fuel cost per gallon $ 3.1¢ % 2.3t 35.2%

Although our average economic fuel cost for 201% $@.18 per gallon ( $3.24 per gallon without giveffect to hedge transactions),
fuel prices have continued to increase. For exanmuieinto-plane fuel cost as of February 9, 2053 approximately $3.32 per gallon.

The increase in labor costs during 2011 was prigndrie to increased headcount and increased pilesr Our pilot and flight attendant
headcount increased 10% and 16%, respectivelyednakeased our fleet size by 15.6% via the addipiofive aircraft during 2011. The
increase in labor costs was also driven by theees® in pilot labor rates by approximately 11%mp£011.

During 2011, aircraft rent increased 14.9% mainlg tb taking delivery of five Airbus A320 aircrafhich were financed via operating
leases. In addition, approximately $1.5 milliomiaintenance reserves were expensed as supplemenitad 2011 as it was deemed they
would not be reimbursed.

The increase in distribution expense of 24.7%approximately $10.2 million , in 2011 compared €1@ was due primarily to increased
credit card fees driven by the 37.1% increase\viemae. Additionally, there was a shift in the petege of bookings made from our website to
more expensive third-party distribution channel®83), which increased to approximately 22.5% in12fdém approximately 14.0% in 2010 .
The following table shows our distribution chanoshge:

Year Ended December 31,

2011 2010 Change
Website 67.1% 76.5% (9.9)
Third-party travel agents 22.5 14.C 8.t
Call center 10.4 9.t 0.¢

Maintenance, materials and repair costs increa8eld2in 2011. This increase was primarily due 81&% increase in flight-hourasec
maintenance expenses driven by higher flight hddos-flight-hour based maintenance increased 1&8% result of the timing of scheduled
maintenance events and the aging fleet. As thediges, we expect that maintenance costs anddalateof service time to complete the
maintenance will increase.

The increase in capacity during 2011 resulted éngased landing fees and other operating expeng&slil compared to 2010.

Other operating expenses increased 8.5% year @aerand are generally driven by the increase iaafp new stations start-ups, and
increases in rates. We experienced notable ingéaggound handling and crew travel and lodginst @artly due to increased flights and the
changes in route mix. These increases in cost oféset by a decrease in costs incurred to accomtaatisplaced passengers due to the
aggressive management of cost and strict adheterme accommodation policy.

Special charges increased $2.6 million period gegiod due to termination costs incurred in conoactvith the IPO during the second
quarter of 2011, comprised of $1.8 million paidridigo Partners, LLC to terminate its professiosevices agreement with us and $0.5 mil
paid to three individual, unaffiliated holders afrsubordinated notes.

55




2010 compared to 2009

Our operating expenses increased by 21.0% for 20d(pared to 2009. The increase was primarily dwe367.1 million increase in fuel
cost caused principally by a 27.0% increase iratrerage price of aircraft fuel and an 8.3% incréadael volume compared to the prior year,
increased labor costs primarily due to increastt piages and benefits due to implementation ofGB& and the inclusion of $2.3 million in
pilot return-to-work payments, $4.0 million of rietremental cost incurred for the June 2010 pifidkes and related shut down of operations,
increased rents due to four newly delivered A32€raft, increased variable expenses due to a dggacrease of 8.5% compared to the prior
year, and increases in distribution costs mainky @uhigher credit card fees related to increasednue and an increase in bookings thrc
our third-party vendors during 2010 compared to2@ur adjusted CASM ex fuel, which increased fi#Ab cents in 2009 to 5.71 cents in
2010, was also negatively impacted by the lossiphcity related to our June 2010 pilot strike, &gy in our fixed costs being spread over
145.8 million fewer ASMs. We estimate that our atid CASM ex fuel adjusted for the impact of theeJ2010 pilot strike is 5.61 cents.

Aircraft fuel expense includes both into-plane engeeplus the effect of realized and unrealizedsdnjants arising from fuel derivative
activities. Aircraft fuel expense increased fron8$1 million to $248.2 million.

The elements of the changes in aircraft fuel expems illustrated in the following table:

Year Ended December 31,
Percentage

2010 2009 Change

(in thousands, except percentage and per-
gallon amounts)

Fuel gallons consumed 106,62¢ 98,42 8.3 %
Into-plane fuel cost per gallon $ 236 % 1.8F 27.6 ¥
Total into-plane fuel expense 251,75¢ 181,80t 38.5%
Impact on fuel expense from (gains) and lossegarfsom fuel-derivative activities (3,54¢) (699 —
Aircraft fuel expense $ 248,20t $ 181,10 37.0 %

During 2010, we recognized $3.5 million of net fdefivative gains consisting of settlement gain$X# million and mark-to-market
(unrealized) gains of $2.1 million. During 2009, reeognized $0.7 million of fuel derivative gaifue to the tightening of the credit markets
leading into 2009, our derivative counterpartiesideded full cash collateral from us to hedge tbein risk. As a result, we had limited hed
during 2009, with the first settlement occurringlidy 2009.

The difference between aircraft fuel expense aonth@nic fuel expense is shown below:

Year Ended December 31,
Percentage

2010 2009 Change

(in thousands, except percentage and per-
gallon amounts)

Into-plane fuel expense $ 251,75 $ 181,80t 38.5 ¥
Less: Cash received from settled derivatives, heash settlements paid (1,489 75C (297.1%
Economic fuel expense 250,27: 182,55¢ 37.1%
Fuel gallons consumed 106,62¢ 98,42 8.3 %
Economic fuel cost per gallon $ 23t % 1.8t 27.0%

The increase in labor costs for 2010, compared@®2was primarily due to higher pilot wages anddfigs due to implementation of the
CBA during the third quarter of 2010. In additieve also paid $2.3 million in return-to-work paymeas part of reaching an agreement with
the pilots.

The increase in distribution expense of 20.9%, 7ot $nillion, from 2009 to 2010 is primarily dueha@her credit card fees related to
increased revenue and an increase in bookingsghr@DSs, which increased from approximately 11%aafkings through GDSs during 2009
to approximately 14% during the same period in 2010

All four Airbus A320 aircraft delivered during 201ere financed via operating leases resulting énéased rents compared to 2009.
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The increase in landing fees and other rents wasrdby an increase in landing fees and airpoitifiacental rates in response to overall
reduced industry capacity, which caused many aisgorattempt to mitigate lost operating revenuesdising rates and fees.

The increase in maintenance, materials and repats én 2010 was primarily due to an increase énsitope of required maintenance
events in 2010 compared to those occurring durd@®2As the fleet ages, we expect that mainteneosts and related out of service time to
complete the maintenance will increase in absdkn®as.

The increase in other operating expenses in 20ffingarily due to increases in ground handling €pahd aviation insurance resulting
from a period-over-period increase in the numbditiglits operated and fleet size, coupled with @mental costs incurred to accommodate
displaced passengers due to our June 2010 pilke stind other flight disruptions. Furthermore, 002 we had a non-recurring benefit of $3.0
million related to a refund from the TSA relatecbteer-collections of security charges in prior year

Other (income) expense, net
2011 compared to 2010

Other expense, net decreased by $ 27.1 millior2108bmillion for 2011 from $48.7 million for 2010rhe decrease is primarily related to
interest on debt for only five months in 2011 conepkto a full year in 2010 as a result of the atiation of our debt in conjunction with the
IPO in June of 2011. Related-party interest expéms&red during 2011 and 2010 was $21.0 milliod $44.6 million, respectively, and
consisted primarily of paid-in-kind interest on @®tand preferred stock dividends due to relatetiegaNon-related party interest expense
during 2011 and 2010 was $3.8 million and $5.7iarill respectively.

2010 compared to 2009

We recorded other expense, net of $48.7 millior2faft0 compared to other expense, net of $26.2amiftor 2009. Related-party interest
expense incurred during 2010 and 2009 was $44lmadnd $39.3 million, respectively, and consigpeinarily of paid-in-kind interest on
notes and preferred stock dividends due to relpdeties. Non-related party interest expense di2éi and 2009 was $5.7 million and $7.6
million, respectively.

Income Taxes

Our federal net operating loss carryforward, or N@as $142.8 million as of December 31, 2009. ABetember 31, 2011 and 2010,
we had NOLs for federal income tax purposes of $iéllion and $112.1 million, respectively, whictowld begin to expire in 2023. These
amounts exclude $10.0 million of NOLs, the use bfal is limited under Section 382 of the U.S. InerRevenue Code, and as a result, we
determined that this amount would not be able tatbieed. In addition, as of December 31, 2011 2040, we had state NOLs of
approximately $9.1 million and $41.9 million, resfieely, which can be used to offset future stateble income. The effective tax rate for
2011 was approximately 37.8%.

At December 31, 2009, we had recorded a full vaduadllowance against existing net deferred taet@s#\s of September 30, 2010, we
determined that, under generally accepted accayptimciples, the valuation allowance should beupedi by $53.5 million, which we
recognized as a deferred tax benefit.

Immediately prior to the IPO, we entered into tlex Receivable Agreement and thereby distributeétiéd’re-IPO Stockholders the right
to receive a pro rata share of the future payment® made under such agreement. These future paymoethe Pre-IPO Stockholders will be
in an amount equal to 90% of the cash savingsdartd income tax realized by us by virtue of ouufa use of federal NOL, deferred interest
deductions and certain tax credits held by us &gasth 31, 2011. Please see “Certain RelationsmipsRelated TransactionsFax Receivabl
Agreement.”
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Quarterly Financial Data (unaudited)

Three Months Ended
March 31, June 30, September 30 December 31 March 31, June 30, September 30 December 31

2010 2010 2010 2010 2011 2011 2011 2011
(in thousands except share and per share amounts)

Total operating revenue $ 184,05. $ 177,35¢ $ 203,65! $ 216,200 $ 232,66 $ 27589: $ 288,71: $ 273,91¢
Passenger 136,90¢ 126,37: 138,23: 136,45t 153,28( 180,41t 186,68: 169,27(
Non-ticket 47,14z 50,987 65,42¢ 79,74¢ 79,38: 95,47 102,03: 104,64¢

Operating income 24,12« 1,791 20,98: 21,97¢ 26,84+ 34,95¢ 44,55¢ 38,02¢

Net income (loss) $ 11,27¢ $ (10,060 $ 61,74C $ 9531 $ 7,88 $ 16,917 27,651 23,99:
Earnings Per Share:

Basic $ 04: $ 0.35) $ 238 % 0.3¢ % 03C $ 041 $ 03¢ $ 0.3t
Diluted $ 04z $ 0.3t) $ 23 % 03¢ % 03C $ 041 $ 03¢ $ 0.3t
Weighted average shares outstandi

Basic 26,056,90. 26,164,31 26,240,76. 26,270,12  26,347,87. 41,493,31 72,175,47 72,242,36
Diluted 26,760,78  26,164,31 26,524,722 26,677,64  26,689,15 41,769,04 72,427,28 72,472,52

Three Months Ended
March 31, June 30, September 30 December 31 March 31, June 30, September 30 December 31

2010 2010 2010 2010 2011 2011 2011 2011
Other operating statistics

Aircraft at end of period 29 31 32 32 35 35 35 37
Airports served 39 39 39 39 44 45 47 48
Average daily Aircraft utilization (hours) 12.¢ 12.1 13.1 12.¢ 12.€ 13.1 12.¢ 12.2
Average stage length (miles) 942 92¢ 94C 952 961 932 90¢ 88E
Passenger flight segments (thousands) 1,52¢ 1,611 1,91( 1,90¢ 1,86: 2,20¢ 2,288 2,17¢
Revenue passenger miles (RPMs) (thousand: 1 464,641 1,519,600  1,824,79! 1,855,341 1,847,281 2,083,80: 2,109,11! 1,966,54!
Available seat miles (ASMs) (thousands) 1,820,13; 1,905,05.  2,194,09! 2,200,641 2,200,09 2,425,64 2,422,96. 2,303,85;
Load factor (%) 80.5 79.€ 83.2 84.% 84.C 85.¢ 87.C 85.4
Average ticket revenue per passenger flight

segment ($) 89.7¢ 78.4: 72.3¢ 71.6: 82.3( 82.0( 81.71 78.0(
Average non-ticket revenue per passenger fli¢

segment ($) 30.9( 31.6¢ 34.2¢ 41.8¢ 42.6: 43.3¢ 44.6€ 48.2:
Operating revenue per ASM (RASM) (cents) 10.11 9.31 9.2¢ 9.82 10.5¢ 11.37 11.9: 11.8¢
CASM (cents) 8.7¢ 9.2 8.37 8.87 9.3t 9.92 10.0¢ 10.2¢
CASM excluding restructuring, or Adjusted

CASM (cents) (1)(2) 8.82 9.1¢ 8.4: 8.8€ 9.3¢ 9.7¢ 10.01 10.2¢
Adjusted CASM ex fuel (cents) (1) 5.87 6.0¢ 5.42 5.62 5.67 5.41 5.74 6.0¢
Fuel gallons consumed (thousands) 24,20 24,96 28,79 28,67: 28,17. 31,26¢ 31,64( 29,95
Average economic fuel cost per gallon ($) 2.0E 2.3¢ 2.3C 2.4¢ 2.8¢ 3.32 3.27 3.21
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(1) Excludes special credits of $0.02 million (I¢lsan 0.01 cents per ASM) in the three months emdiacth 31, 2010, less than $0.1 million (less tBdi cents per ASM) in the
three months ended June 30, 2010, restructuringiebaf $0.2 million (less than 0.01 cents per A$iMhe three months ended September 30, 2010,/8@lién (0.02 cents per
ASM) in the three months ended December 31, 200@8million (less than 0.01 cents per ASM) in theee months ended March 31, 2011, $2.3 millioAq@ents per ASM) i
the three months ended June 30, 2011, $0.02 m{lless than 0.01 cents per ASM) in the three moetfted September 30, 2011 and $0.8 million (0.@8sgeer ASM) in the
three months ended December 31, 2011. These amanenéxcluded from all calculations of Adjusted @ABrovided in this annual report. Please see “Managnts Discussiol
and Analysis of Financial Condition and ResultOperations—Our Operating Expenses—Special Charges.”

(2) Excludes unrealized mark-to-market (gains) lsdes of ($0.6) million ((0.03) cents per ASM}fire three months ended March 31, 2010, $2.3 millloh2 cents per ASM) in
the three months ended June 30, 2010, ($2.6) mi{(i@.12) cents per ASM) in the three months erSieptember 30, 2010, ($1.1) million ((0.05) cents4®8M) in the three
months ended December 31, 2010, $(0.6) millioro@Dcents per ASM) in the three months ended M&dgt2011, $3.5 million (0.14 cents per ASM) in theee months ended
June 30, 2011, $1.5 million (0.06 cents per ASMthia three months ended September 30, 2011 andvilich (0.05 cents per ASM) in the three monthsied December 31,
2011. Please see “Management’s Discussion and 8isady Financial Condition and Results of OperatietOur Operating Expenses—Critical Accounting Pekcand
Estimates.”
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LIQUIDITY AND CAPITAL RESOURCES

Our primary source of liquidity is cash on hand aadh provided by operations, with our primary wsdguidity being working capital
and capital expenditures.

Our total cash at December 31, 2011 was $343.3omillan improvement of $ 260.6 million from DecesmiBB1, 2010 . During 2011, we
completed our IPO, which raised net proceeds o0l Bnillion after repayment of debt, payment ohtraction expenses and payments of fees
to certain unaffiliated holders of our notes. Adatially, during 2011, the IPO allowed us to amend agreements with our credit card
processors enabling us to eliminate our restricteth balance, which was $72.7 million at year-editD2 and increase our unrestricted cash
balance.

In prior periods, restricted cash represented caBteral related to a portion of our obligatianfalfill future flights, or ATL, held by
credit card processors. Our credit card procedsrs historically required holdbacks (collateralpich we record as restricted cash, when
future air travel and other future services arepased via credit card transactions. Our restricéeth balance at December 31, 2011 was
eliminated, reflecting a complete release of allhack requirements by all of our credit card psswes provided that we continue to satisfy
certain liquidity and other financial covenantsilii@ to meet these covenants would provide thegssors the right to reinstate a holdback,
resulting in a commensurate reduction of unresttictash that could be material.

In recent years, our short-term capital needs haea funded primarily by cash from operations. @ost significant capital needs are to
fund the acquisition costs of our aircraft. PDHatieg to future deliveries under our agreemenhwiiirbus are required at various times prior
to each delivery date. In 2011 , we paid $53.3iamlin PDPs and have $ 91.5 million of PDP's onlmlance sheet, representing the amount
we paid since inception, net of returns at the tifinancing. Our most significant operating négthe funding of maintenance reserves w
are paid to aircraft lessors to be held as cobiaradvance of our performance of major mainteeaactivities. In 2011 , we paid maintenance
reserves of $ 38.3 million and have $168.8 mili{$48.2 million and $ 120.6 million , recorded wittother current assets and prepaid aircraft
maintenance to lessors, respectively) on our balaheet, representing the amount we have paigarves since inception, net of
reimbursements and amounts expensed.

We have executed lease agreements for the saleaseback for the five A320 aircraft deliveriesnfrour existing order with Airbus
with deliveries scheduled between January and 2062. We do not have financing commitments in pfacd 01 of the aircraft currently on
firm order, 26 of which are scheduled for deliveryate 2012 through 2015, and 75 of which are dalesl for delivery from 2016 through
2021. These future aircraft deliveries may be swoid leased back or otherwise financed based onetneaokditions, our level of liquidity, and
capital market availability. Please see “—Critiéalcounting Policies and Estimates—Gains and LosseSale and Leaseback.”

Net Cash Flows Provided By Operating Activiti®gerating activities in 2011 provided $171.2 millim cash compared to $27.0 million
in cash generated in 2010 . The increase is priynduie to the release of all our holdbacks by oedit card processors and higher earnings
during 2011 compared to 2010 .

Operating activities in 2010 provided $27.0 millioncash compared to $69.1 million in cash for 2008e decrease was mainly due to
lower profitability as a result of higher fuel pek during 2010 compared to 2009 and the effediseodune 2010 pilot strike. Additionally, we
paid $35.7 million and $26.9 million in maintenaneserves, net of reimbursement, to our lessor2d@O and 2009 , respectively, which we
recorded as prepaid maintenance deposits.

Net Cash Flows Used In Investing ActivitiBsiring 2011 , investing activities used $67.2 railli, compared to $30.5 million used for
2010 . The increase is mainly related to higher #BRde period over period due to timing of thewée)i schedule for future aircraft, coupled
with slightly higher capital expenditures includiagpare engine for which we entered into a saseldack transaction during 2011. In
addition, $6.7 million in returned PDPs were reeéifrom two completed aircraft sale and leasebagistictions.

During 2010, our investing activities used net cas$30.5 million, compared to $2.3 million of regtsh received during the 2009. Dui
2010, we paid PDPs, net of refunds, of $25.5 milbmd had capital expenditures of $5.3 millionseffby $0.3 million of proceeds from the
sale of retired equipment. During 2009, we paidt$gillion in PDPs, net of refunds, and $14.8 miilir capital expenditures, offset by $19.5
million of proceeds from the sale of retired equgmmn

During 2009, we received net cash of $2.3 millimmf investing activities. We paid $12.0 million five remaining purchase price on
two engines that we later sold in a sale and leadetransaction for $18.7 million, we received $ilion on the sale of retired equipment,
and we paid $2.4 million in PDPs, net of refunds] 2.8 million in general capital expenditures.
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Net Cash Provided By Financing Activiti@uring 2011, we received $150.0 million in proceet= of underwriting fees, transaction
costs and our repayment of $20.6 million of shaladrodebt of which $2.3 million was paid in kindenest and included in operating activities.
Remaining shareholder debt was exchanged for nisslyed shares of our common stock. In additionregeived $4.5 million in proceeds
from the sale of one engine as part of a sale beaetransaction.

Commitments and Contractual Obligations

The following table discloses aggregate informatibout our contractual obligations as of Decemiie2811 and the periods in which
payments are due (in millions):

2017 and
2012 2013-2014  2015-2016 beyond Total
Operating lease obligations $ 147 $ 30z % 29t % 45C $ 1,19¢
Flight equipment purchase obligations 304 672 1,031 2,95¢ 4,96%
Total future payments on contractual obligations
(1) $ 451 % 974 $ 1,32¢ $ 3,408 3 6,15¢

(1) Does not include contractual payments &oRhe-IPO Stockholders under the Tax Receivabledwmgent (estimated to
be approximately $36.5 million as of December 311 D). Please see “—Our Income Taxes.”

Off-Balance Sheet Arrangements

We have significant obligations for aircraft as@fl of our aircraft in service at December 31, 2@&te acquired under operating leases
and therefore are not reflected on our balancetsfibese leases expire between 2017 and 2023 .aftirent payments were $116.6 million i
$103.4 million, for 2011 and 2010, respectivelyr@ircraft lease payments for 32 of our aircraét fixed rate obligations. Five of our leases
provide for variable rent payments, which fluctubdsed on changes in LIBOR (London Interbank Otfdrate).

Our contractual purchase commitments consist priynafr aircraft and engine acquisitions through mtatturers and aircraft leasing
companies. As of December 31, 2011, firm aircradieos consisted of 106 A320 family aircraft (61ttod existing aircraft model A320s and 45
A320 NEOs) with Airbus and five spare V2500 IAEdmational Aero Engines AG engines. Aircraft areestuled for delivery in the period of
2012 through 2021, and spare engines are schefiulddlivery from 2012 through 2018. Committed exgitures for these aircraft and related
flight equipment, including estimated amounts fonttactual price escalations and pre-delivery pays)evill be approximately $304 million
in 2012 , $325 million in 2013 , $348 million in 20, $520 million in 2015 , $510 million in 2016ch$3 billion in 2017 and beyond .

The Company has a line of credit for $8.6 milliovd&3.6 million related to corporate credit cafsywhich the Company had draw2.4
million and $2.5 million as of December 31, 2011 &ecember 31, 2010 , respectively. The undrawtigrorepresents an off-balance sheet
arrangement.

In addition, the Company has undrawn lines of ¢reith two counterparties to its jet fuel derivasvin the amount of $8.0 million and
$1.0 million as of December 31, 2011 and 2010 retspely. The Company is required to post collatéoalany excess above the line of crec
the derivatives are in a net liability position.eTandrawn portion represents an off-balance shesmtgement.

As of December 31, 2011 the Company had a $10amilinsecured standby letter of credit facility dfieh $7.1 million had been drawn
upon for issued letters of credit. This facilitpresents an off-balance sheet arrangement.

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

We are subject to certain market risks, includingmmodity prices (specifically aircraft fuel). Thewerse effects of changes in these
markets could pose a potential loss as discusded b€&he sensitivity analysis provided below does consider the effects that such adverse
changes may have on overall economic activity duas it consider additional actions we may takait@yate our exposure to such changes.
Actual results may differ.

Aircraft Fuel. Our results of operations can vary materially thuehanges in the price and availability of aifcfael. Aircraft fuel
expense for the years ended December 31, 20110,&41 2009 represented approximately 41.9% , 34189430.8% of our operating
expenses. Increases in aircraft fuel prices ooaade of supply could have a material adverseceffie our operations and operating results.
We source a significant portion of our fuel fronfiméng resources located in the
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southeast United States, particularly facilitiegadnt to the Gulf of Mexico. Gulf Coast fuel idogect to volatility and supply disruptions,
particularly during hurricane season when refirgmytdowns have occurred, or when the threat oflveeaelated disruptions has caused Gulf
Coast fuel prices to spike above other regionatcasu During hurricane season (August through Qrjolve use basis swaps using NYMEX
Heating Oil indexes to protect the refining pricskibetween the price of crude oil and the priceefihed jet fuel. In addition to other fuel
derivative contracts, we have historically protdca@proximately 45% of our forecasted fuel requizata during hurricane season using basis
swaps. Gulf Coast Jet indexed fuel is the basia fawbstantial majority of our fuel consumptions8e on our annual fuel consumption, a 10%
increase in the average price per gallon of aitéusl would have increased into-plane aircraft fu@st for 2011 by approximately $ 39.2

million . To attempt to manage fuel price risk,frdime to time we use jet fuel option contractswap agreements and basis swaps to mitigate
a portion of the crack spread between crude arfdgétAs of December 31, 2011, we had fuel hedgisg U.S. Gulf Coast jet fuel collars in
place for approximately 9% of our estimated fueisziomption for the first quarter of 2012.

The fair value of our fuel derivative contractsoh$ecember 31, 2011 and 2010 was $0.3 million&$h& million net asset (liability),
respectively. We measure our financial derivathg@numents at fair value. Fair value of the insteaits is determined using standard option
valuation models. We measure the fair value ofditrévative instruments based on either quoted nmankees or values provided by the
counterparty. Changes in the related commoditydévie instrument cash flows may change by moress than this amount based upon
further fluctuations in futures prices. Outstandiimgncial derivative instruments expose us to itdeds in the event of nonperformance by the
counterparties to the agreements. However, we texpect the counterparties to fail to meet thbligations. As of December 31, 2011, we
believe the credit exposure related to these fur@ldrd contracts was negligible.

Interest Rates We have market risk associated with changingésterates due to LIBOR-based lease rates on fieeiraaircraft. A
hypothetical 10% change in interest rates in 20&dild/affect total aircraft rent expense in 2012dss than $0.1 million.
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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&ginff Airlines, Inc. as of December 31, 2011 afd @, and the related statements of
operations, shareholders' equity (deficit), ancdhdbmwvs for each of the three years in the periodesl December 31, 2011. These financial
statements are the responsibility of the Compangisagement. Our responsibility is to express aniopion these financial statements based
on our audits.

We conducted our audits in accordance with thedstats of the Public Company Accounting OversighamiqUnited States). Those standards
require that we plan and perform the audit to ebteasonable assurance about whether the finestatements are free of material
misstatement. We were not engaged to perform ai @fuitie Company's internal control over finangigborting. Our audits included
consideration of internal control over financigbogting as a basis for designing audit procedurasare appropriate in the circumstances, but
not for the purpose of expressing an opinion oreffectiveness of the Company's internal contr@rdinancial reporting. Accordingly, we
express no such opinion. An audit also includesrémiag, on a test basis, evidence supporting thewems and disclosures in the financial
statements, assessing the accounting principlesarsg significant estimates made by managementeaaidating the overall financial
statement presentation. We believe that our apditgide a reasonable basis for our opinion.

In our opinion, the financial statements referre@love present fairly, in all material respedts, financial position of Spirit Airlines, Inc. at
December 31, 2011 and 2010, and the results opsgations and its cash flows for each of the tlgezes in the period ended December 31,
2011, in conformity with U.S. generally acceptedamting principles.

/sl Ernst & Young LLP
Certified Public Accountants

Miami, Florida
February 22, 2012
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Spirit Airlines, Inc.
Statements of Operations
(In thousands, except per share data)

Years Ended December 31,

2011 2010 2009
Operating revenues:
Passenger $ 689,65( $ 537,96¢ $ 536,18:
Non-ticket 381,53t 243,29¢ 163,85t
Total operating revenue 1,071,18 781,26! 700,03
Operating expenses:
Aircraft fuel 388,04¢ 248,20t 181,10°
Salaries, wages and benefits 181,74: 156,44: 135,42(
Aircraft rent 116,48! 101,34! 89,97
Landing fees and other rents 52,79 48,11¢ 42,06:
Distribution 51,34¢ 41,17¢ 34,061
Maintenance, materials and repairs 35,55 28,18¢ 27,53¢
Depreciation and amortization 7,76( 5,62( 4,92¢
Other operating 89,63¢ 82,59/ 72,92:
Loss on disposal of assets 25¢E 77 1,01¢(
Special charges 3,18¢ 621 (392
Total operating expenses 926,80« 712,39: 588,62¢
Operating income 144,38: 68,87 111,40¢
Other expense (income):
Interest expense 24,78 50,31 46,89:
Capitalized interest (2,890 (1,497 (957)
Interest income (575) (32¢) (345)
Gain on extinguishment of debt — — (29,71)
Other expense 23k 194 29¢
Total other expense (income) 21,55 48,68¢ 26,18
Income before income taxes 122,83: 20,18¢ 85,22¢
Provision (benefit) for income taxes 46,38 (52,29¢) 1,53
Net income $ 76,44¢ $ 72,48. $  83,69!
Net income per share, basic $ 14 % 271 % 3.2t
Net income per share, diluted $ 14: $ 27z % 3.1¢

See accompanying Notes to Financial Statements.
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Spirit Airlines, Inc.
Balance Sheets
(In thousands, except share data)

December 31,

2011 2010
Assets
Current assets:
Cash and cash equivalents $ 343,32t $ 82,71«
Restricted cash — 72,73¢
Accounts receivable, net 15,42t 9,471
Deferred income taxes 20,73¢ 51,49:
Other current assets 63,21° 34,80¢
Total current assets 442,70¢ 251,21¢
Property and equipment:
Flight equipment 4,182 3,901
Ground and other equipment 46,60¢ 39,44
Less accumulated depreciation (27,58() (24,019
23,21( 19,32¢
Deposits on flight equipment purchase contracts 91,45( 44,18¢
Prepaid aircraft maintenance to lessors 120,61! 116,85
Long-term deferred income taxes — 1,31¢
Security deposits and other long-term assets 67,83( 42 84"
Total assets $ 74581 $ 475,75
Liabilities and shareholders’ equity (deficit)
Current liabilities:
Accounts payable $ 15,92¢ $ 13,36(
Air traffic liability 112,28( 104,78t
Other current liabilities 98,85¢ 73,04:
Current maturities of long-term debt and obligasiodue to related parties — 20,00(
Current maturities of long-term debt and obligasiodue to non-related parties — 3,24(
Total current liabilities 227,06¢ 214,42
Deferred credits and other long-term liabilities 52,04¢ 29,10
Due to related parties, less current maturities — 245,62:
Long-term debt, less current maturities — 11,96¢
Mandatorily redeemable preferred stock — 79,710

Shareholders’ equity (deficit)

Common stock: Class A common stock, $0.0001 pareyd and 25,000,000 shares authorized at Dece®iber

2011 and 2010, respectively; 0 and 20,848,847 shaseed and outstanding as of December 31, 201 2GiD,

respectively — 2
Common stock: Class B common stock, $0.0001 pareydl and 6,500,000 shares authorized at Decemiber 3

2011 and 2010, respectively; 0 and 6,009,978 shssasd and outstanding as of December 31, 2012@hal,

respectively — 1
Common stock: Common stock, $.0001 par value, D0 and 0 shares authorized at December 31,&0d 1

2010, respectively; 61,954,576 and 0 issued ar@461361 and O outstanding as of December 31, 204 2@10,

respectively 6 —
Common stock: Non-Voting common stock: $.0001 pdue, 50,000,000 and 0 shares authorized at Deae3ib:

2011 and 2010, respectively; 10,576,180 and O ésanel outstanding as of December 31, 2011 and 2010,

respectively 1 —
Additional paid-in-capital 496,13¢ 67¢€
Treasury Stock, at cost 8,215 shares in 2011 &sidhfes in 2010 (129) —
Accumulated deficit (29,309 (105,75
Total shareholders’ equity (deficit) $ 466,70t $ (105,07)
Total liabilities and shareholders’ equity (deficif) $ 745,81 $ 475,75

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

Year Ended December 31,

2011 2010 2009
Operating activities:
Net income $ 76,446 $ 72,48 $ 83,69!
Adjustments to reconcile net income to net caskigea by operations:
Changes in fair value of open fuel hedge contracts 3,20 (2,069 (1,449
Gain on debt extinguishment — — (19,717)
Non-cash restructuring credit charges, net — 22 60
Equity based stock compensation, net 53C 56¢ 113
Allowance for doubtful accounts 27 (110 10¢
Amortization of deferred gains, losses and dehitgese costs (1,047 (574) (255)
Depreciation and amortization 7,76( 5,62( 4,92¢
Deferred income tax benefit (loss) 44,18( (52,81)) —
Loss on disposal of assets 25E 77 1,01
Interest and dividends incurred but not paid 21,87: 43,20: 38,08(
Capitalized interest (2,890) (1,49)) (95))
Changes in operating assets and liabilities:
Restricted cash 72,73¢ (20,196 16,85
Accounts receivable (5,72¢) (1,019 (2,45()
Prepaid maintenance reserves (36,84¢) (35,699 (26,929
Long-term deposits and other assets (15,99)) (13,98) (6,54%)
Accounts payable 2,451 (2,007) (6,56€)
Air traffic liability 6,57¢ 19,107 (3,239)
Other liabilities (2,18¢) 16,13: (7,319
Other (152) (23%) (380)
Net cash provided by operating activities 171,19¢ 27,03¢ 69,06"
Investing activities:
Proceeds from sale of property and equipment 15C 333 19,49
Pre-delivery deposits for flight equipment, netefunds (53,279 (25,472 (2,389
Purchase of property and equipment, net (14,099 (5,325 (14,77%)
Net cash (used in) provided by investing activities (67,217 (30,466 2,32¢
Financing activities:
Proceeds from issuance of debt — — 2,00(¢
Proceeds from issuance of common stock, net ofinffeexpenses 170,82¢ — —
Proceeds from options exercised 427 — —
Payments on debt and capital lease obligations (18,22 — (2,239)
Proceeds from sale leaseback transactions 4,481 — —
Repurchase of common stock (88€) — (43)
Debt issuance costs 8 — (1,19¢)
Net cash provided by (used in) financing activities 156,63: = (1,47¢)
Net increase (decrease) in cash and cash equisalent 260,61« (3,439 69,91¢
Cash and cash equivalents at beginning of period 82,71« 86,147 16,22¢
Cash and cash equivalents at end of period $ 34332t $ 82,71« $ 86,140
Supplemental disclosures
Cash payments for:
Interest paid $ 1056: $ 4300 $ 12,17
Taxes paid $ 1,477 $ 56z $ 1,97¢

Non-cash transactions:

Exchange of notes due to related parties for comstark $ 279200 $ — 3 —

Cunahanan Af maandatavihs vadAaamsahla nvAafavead AenbAananann ~tAal



$ 81,74 $
Liability and equity related to tax receivable agrent $ 36,48¢ $

See accompanying Notes to Financial Statements.
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Balance at December 31, 2008
Repurchase of common stock
Retirement of common stock
Share-based compensation

Net income

Balance at December 31, 2009
Share-based compensation

Net income

Balance at December 31, 2010

Conversion of Class A & B common
stock to common stock

Proceeds from initial public offering, ne
Conversion of debt to common stock
Conversion of preferred stock to comm

stock

Record liability under Tax Receivable

Agreement

Share-based compensation
Repurchase of common stock

Conversion of common stock to non-
voting common stock

Proceeds from options exercised

Net income
Other

Balance at December 31, 2011

Spirit Airlines, Inc.
Statements of Shareholders’ Equity (Deficit)
(In thousands)

Class A Class B V,\ol?ig—g Additional
Common Common Common Common Paid-In Treasury Accumulated
Stock Stock Stock Stock Capital Stock Deficit Total
$ 2 3 1 $ — $ — 3 50 $ (13) $ (261,930 $ (261,890
- - — — — (43) — (43)
— — — — (56) 56 —
— — — — 113 — — 113
— — — — — — 83,69: 83,69:
2 1 — — 107 — (178,23)  (178,12)
— — — — 56¢ — — 56¢
— — — — — — 72,48 72,48!
2 1 — — 67€ — (105,75  (105,07)
) ) 3 — — — — —
— — 1 — 170,82° — — 170,82¢
— — 2 — 279,20 — — 279,20t
— — 1 — 81,74¢ — — 81,74
— — — — (36,527 — — (36,527
— — — — 53C — — 53C
S — — — (757) (129) — (886€)
— — (1) 1 — — — —
- = — — 42 — — 42
— — — — — — 76,44¢ 76,44¢
— — — — 9 — — 9
$8 — $ — 3 6 $ 1 $ 496,13t $ (129 $ (29,309 $ 466,70¢

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) headgtered in Miramar, Florida, is an ultra low-cdety-fare airline based in Fort
Lauderdale, Florida that provides affordable trapggbortunities principally throughout the domedfitited States, the Caribbean and Latin
America. The Company manages operations on a systéebasis due to the interdependence of its rstutesture in the various markets
served. As only one service is offered (i.e., @ngportation), management has concluded that therdy one reportable segment.

Use of Estimates

The preparation of financial statements in confoymiith generally accepted accounting principlethie United States of America
requires management to make estimates and assmsihiat affect the amounts reported in the findrsté&iements and accompanying notes.
Actual results could differ from these estimates.

Cash and Cash Equivalents

The Company considers all highly liquid investmentth maturities of less than three months at tate @f acquisition to be cash
equivalents. Investments included in this categwimyarily consist of money market funds.

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

Accounts receivable primarily consist of amounte éhem credit card processors associated withdhes ©f tickets and amounts due
from counterparties associated with fuel derivainstruments that have settled. The allowance éobtful accounts represents the estimated
losses expected to be incurred on receivables lmasade and specific analysis.

The amount of accounts receivable write offs fot2@®010 and 2009 was not material. In additioa,récorded charges/(recoveries)
related to the allowance for doubtful accounts2@i1, 2010 and 2009 were not material.

Inventories

Spare parts, materials, and supplies relatingdbtfequipment are carried at average acquisitomt and are expensed when used in
operations. Allowances for obsolescence are provider the estimated lease life of the relatedafirand engines (as 100% of the fleet is
financed via operating leases) for spare parts@ggdeo be on hand at the date aircraft are refited service.

Deferred Offering Costs

The Company complies with the requirements of SE&f 8.ccounting Bulletin (SAB) Topic 5A—“Expense$ Offering.” Deferred
offering costs of approximately $4.0 million asl¥écember 31, 2010 presented in the accompanyimgtaisheet in other current assets,
consisted principally of legal, accounting, prigtimnd underwriting fees incurred through the badagsheet date related to an initial public
offering (the IPO). A total of $6.1 million in defed offering costs was charged to additional paidapital net of proceeds in connection with
the consummation of the IPO in 2011 .

Property and Equipment

Property and equipment are stated at cost, lessradated depreciation and amortization. Depreaiatiboperating property and
equipment is computed using the straight-line me:tinaplied to each unit of property, except on fligguipment (major rotable parts, avionics,
and assemblies), which are depreciated on a grasig bver the average life of the applicable eqeipm
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Notes to Financial Statements—(Continued)

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 averageaining fleet life
to which applicable

Other equipment and vehicles 5to 7 years

Equipment under capital lease Lesser of useful life or lease term

Internally developed software 3to 10 years

All aircraft and spare engines are operated thrapgrating leases with terms of 6 to 12 yearsiforaft and 7 to 12 years for spare
engines. Residual values for major spare rotahtes pavionics, and assemblies are estimated t®%e 1

The following table illustrates the components epiciation and amortization expense:

Year Ended December 31,

2011 2010 2009
(in thousands)
Depreciation $ 518 $ 431t $ 3,901
Amortization of heavy maintenance 2,57¢ 1,307 1,02z
Total depreciation and amortization $ 7,76C $ 5620 $ 4,92«

The Company capitalizes costs associated withriatlgrdeveloped and/or purchased software systemseiw products, and
enhancements to existing products that have reableeabplication development stage and meet reability tests. Capitalized costs include
external direct costs of materials and servicdizeti in developing or obtaining internal-use safte; and labor cost for employees who are
directly associated with and devote time to inteuse software projects. These costs are includguidperty and equipment.

Amortization of capitalized software developmenstsds charged to depreciation on a straight-lie¢hod basis. Amortization of
capitalized software development costs was $2.0omi] $1.1 million , and $0.7 million for the yeaended 2011 , 2010, and 2009 ,
respectively. The Company capitalized $3.3 millji&2.4 million , and $0.6 million , of software adepment costs during the years ended
2011, 2010, and 2009 , respectively.

Measurement of Asset Impairments

The Company records impairment charges on longHassets used in operations when events and citanoes indicate that the assets
may be impaired, the undiscounted cash flows estidtm be generated by those assets are lesshaarrying amount of those assets, an
net book value of the assets exceeds their estihfiaitevalue. In making these determinations, tioenfany uses certain assumptions,
including, but not limited to: (i) estimated faialue of the assets; and (ii) estimated, undiscalfuteire cash flows expected to be generated by
these assets, which are based on additional assun®guch as asset utilization, length of servieeasset will be used in the Company’s
operations, and estimated salvage values.

Capitalized Interest

Interest attributable to funds used to financeatguisition of new aircraft is capitalized as aditidnal cost of the related asset.
Capitalization of interest ceases when the asget lsnger being prepared for its intended use oeady for service.

Manufacturer’s Credits

Spirit periodically receives incentives in connentivith the acquisition of aircraft and engineseFhice of the aircraft or engine is
allocated to the aircraft and purchase incentivea celative fair value basis at the time of deljvef the aircraft or other underlying purchas
when the services or other incentives are delivesbichever is earlier. If the underlying contracfor multiple aircraft or engines, the
incentives may be issued disproportionately todiheraft or engines covered by the contract. Rdgastof when the credit is issued, the total
credits to be received are allocated proportiogdtethe contractually committed aircraft or engitediveries. For purchase incentives received
for aircraft acquired under direct
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Notes to Financial Statements—(Continued)

operating leases, a deferred credit is recogninddaanortized over the lease term on a straightdasgs as a reduction of aircraft rent expense.
Passenger Revenue Recognition

Tickets sold are initially deferred as “air traffiability.” Passenger revenue is recognized aetwhdeparture when transportation is
provided. A nonrefundable ticket expires at theedstscheduled travel and is recognized as revantree date of scheduled travel.

Customers may elect to change their itinerary gaodhe date of departure. A change fee is assesskdecognized on the date the chi
is initiated and is deducted from the face valutheforiginal purchase price of the ticket, anddtiginal ticket becomes invalid. The amount
remaining after deducting the change fee is callecedit shell which expires 60 days from the diatecredit shell is created and can be used
towards the purchase of a new ticket and the Cogipaither service offerings. The amount of creditpected to expire is recognized as
revenue upon issuance of the credit and is estivizeed on historical experience. Estimating theuarnof credits that will go unused
involves some level of subjectivity and judgment.

The Company is also required to collect certaie$aand fees from customers on behalf of governamgencies and airports and remit
these back to the applicable governmental entigirort on a periodic basis. These taxes andifefsde U.S. federal transportation taxes,
federal security charges, airport passenger faahfrges, and foreign arrival and departure takiesse items are collected from customers at
the time they purchase their tickets, but are mcatided in passenger revenue. The Company recdiasiliy upon collection from the
customer and relieves the liability when paymemngsramitted to the applicable governmental agemajrport.

Frequent Flier Program

Flown Miles.The Company accrues for mileage credits earnedibgamgers, including mileage credits for membetts avi insufficient
number of mileage credits to earn an award, urtdéfREE SPIRIT program based on the estimatedrimeméal cost of providing free travel :
credits that are expected to be redeemed. Incraingsdts include fuel, insurance, security, tiakgtiand facility charges reduced by an
estimate of fees required to be paid by the passasigen redeeming the award.

Original Affinity Card ProgramThe Company also sells mileage credits to compgragicipating in the FREE SPIRIT program (or
affinity card program). Under the original affinitard program, funds received from the sale of agiéecredits are accounted for as a multiple
element arrangement and allocated to a marketingpooent and a transportation component (mileagéitsjaising the residual method. The
fair value of the transportation component is deférand recognized ratably as passenger revenuehavestimated period the transportatio
expected to be provided (historically estimatediSato 20 months and currently estimated at 16 mg)nithe difference between the funds
received and the fair value of the transportatiomponent is recognized in non-ticket revenue atithe of sale as non-ticket marketing
revenue. The marketing component represents thep@ays compensation for use of its trademark, custdists and placement of marketing
materials to encourage application for credit caB#sause there are no undelivered elements dtaerthe mileage credits, the Company
records the revenue from the marketing componeenhwnds are received. The Company also receivesdas from companies participating
in the FREE SPIRIT program that are driven by tbkime of the usage of the Company’s co-brandedtatacds. The Company recognizes
these bonuses as non-ticket revenue when paymestdived (milestone method) as the milestoneswstantive.

During the fourth quarter of 2010, the Company deieed not to renew its agreement with the admiaist of the FREE SPIRIT affini
credit card program at the scheduled expiratioRdbruary 2011. In connection with that non-renetved, Company entered into an agreement
with the former administrator regarding the transitof the program to a new provider and the reanite to the Company of compensation due
to the Company for card members obtained througlCibmpany’s marketing services in the amount d $illion, of which $4.6 million was
recognized in the fourth quarter of 2010 and $0ilan was recognized in the first quarter of 2011.

New Affinity Card ProgramThe Company entered into a new affinity card progthat became effective April 1, 2011. The agregmen
calls for the marketing of a co-branded Spirit dredrd and the delivery of award miles over afjear period. At the inception of the
arrangement, the Company evaluated all deliverabléee arrangement to determine whether they sgmteseparate units of accounting using
the criteria as set forth in ASU No. 20@8- The Company determined the arrangement had fegarate units of accounting: (i) travel mile
be awarded, (ii) licensing of brand and accessdmber lists, and (iii) advertising and marketinfpeg. Under ASU No. 20093, arrangemet
consideration should be allocated based on relagllang price. At inception of the arrangemeng @ompany established the relative selling
price for all deliverables that qualified for segi@on. The manner in which the selling price wasalggshed was based on a hierarchy of
evidence that the Company considered. Total arrargeconsideration was then allocated to eachetalble on the basis of the
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Notes to Financial Statements—(Continued)

deliverable’s relative selling price. In considerithe hierarchy of evidence under ASU No. 2009ti8,Company first determined whether
vendor specific objective evidence of selling pracehirdparty evidence of selling price existed. It wasdined by the Company that neit
vendor specific objective evidence of selling pmee third-party evidence existed due to the unigse of the Company’s program. As such,
the Company developed its best estimate of thangeadrice for all deliverables. For the award mjldkee Company considered a number of
entity-specific factors when developing the besineste of the selling price including the numbemntfes needed to redeem an award, average
fare of comparable segments, breakage, restri¢tiontsfees. For licensing of brand and access tobaelists, the Company considered both
market-specific factors and entity-specific factorduding general profit margins realized in tharketplace/industry, brand power, market
royalty rates, and size of customer base. Fordkeréising element, the Company considered manetific factors and entity-specific factors
including, the Company’s internal costs (and flattons of costs) of providing services, volume @frketing efforts, and overall advertising
plan. Consideration allocated based on the relating price to both brand licensing and adverglements will be recognized as revenue
when earned and recorded in non-ticket revenuesi@eration allocated to award miles will be defdramd recognized ratably as passenger
revenue over the estimated period the transponté&iexpected to be provided (historically estirdaae15 to 20 months and currently estimi
at 16 months). The Company used entity-specifiaragsions coupled with the various judgments neagdsadetermine the selling price of a
deliverable in accordance with the required selprige hierarchy. Changes in these assumptions (est of fare, number of miles to redeem
awards, marketing plan, and approval rate of cieatitls) could result in changes in the estimatfishggrices. Determining the frequency to
reassess selling price for individual deliverabbguires significant judgment. During 2011 , then@any changed the expiration of its award
miles from six months to three months, which cdmitéd to a reduction of the estimated period thedportation is expected to be provided
from 20 months to 16 months. The change in expingbieriod increased revenues by $0.2 million in1201

The following table illustrates total cash proceegteived from the sale of mileage credits andpthréion of such proceeds recognized in
revenue immediately as marketing component:

Cash proceeds from Portion of proceeds
sale of miles to non-airline third recognized immediately as
parties marketing component
Year Ended (in thousands)
December 31, 2011 $ 20,95 $ 16,58(
December 31, 2010 20,74¢ 10,57¢
December 31, 2009 12,00¢ 5,20¢

The total liability for future FREE SPIRIT awarddemptions and unrecognized revenue from the sat@lefge credits was $3.7 million
and $7.1 million at December 31, 2011 and 2018peetively. These balances are recorded as a camponair traffic liability in the
accompanying balance sheets.

Non-ticket Revenue Recognition

Non-ticket revenues are generated from air tragkeited fees paid by the ticketed passenger fogdmy bookings through the
Company'’s call center or third-party vendors, adeaseat selection, itinerary changes and loyattgqams. Norticket revenues also consist
services not directly related to providing transgtion such as the FREE SPIRIT affinity credit cardgram, $9 Fare Club, and the sale of
advertising to third parties on Spirit's websitelam board aircraft.

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

Year Ended December 31,

Non-ticket revenue Recognition method 2011 2010 2009
(in thousands)

Baggage Time of departure $ 168,29( $ 91,39¢ $ 63,220
Passenger usage fee Time of departure 71,751 47,36 20,59¢
Advance seat selection Time of departure 42,11: 32,51: 18,81¢
Change fees When itinerary is changed 25,927 23,12( 23,56:
Other 73,45( 48,90 37,65¢
Non-ticket revenue $ 381,53t $ 243,29¢ $ 163,85t
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Fees for services recognized at time of departugréndtially recorded as a liability until time departure. The passenger usage fee is
charged for tickets sold through the Company’s prinsales distribution channels, to cover the Camgjsadistribution costs. The primary se
distribution channels for which passenger usage &ee charged include sales through the Comparsbsite, sales through the third-party
provided call center, and sales through travel egeine Company does not charge a passenger wsafer fsales made at its airport ticket
counters. Other non-ticket revenues include reveifrieen other air related charges as well as nonetated charges. Other air related charges
include optional services and products providepassengers such as onboard products, travel irjrase of the Company’s call center or
travel agents, pet fees, and unaccompanied miegr &anong others. Non-air related charges primeoihsist of revenues from advertising on
the Company’s aircraft and website, the Compan9'&&re Club subscription-based membership progaachthe Company’s FREE SPIRIT
affinity credit card program.

Airframe and Engine Maintenance

The Company accounts for heavy maintenance andrmoegohaul and repair under the deferral methodrathethe cost of heavy
maintenance and major overhaul and repair is d=efeand amortized based on usage through the nexta event.

Amortization of heavy maintenance and major overbasts is charged to depreciation and amortizaipense and was $2.6 million
and $1.3 million for the years ended 2011 and 20&8pectively. During the years ended 2011 and 2@ie Company deferred $22.1 million
and $5.2 million , respectively, of costs for heawgintenance.

The Company outsources certain routine, non-heaintenance functions under contracts that requigenent on a utilization basis,
such as flight hours. Costs incurred for mainteraared repair under flight hour maintenance cordraghere labor and materials price risks
have been transferred to the service providerggpensed based on contractual payment terms. éf absts for routine maintenance of the
airframes and engines are charged to expense fasrped.

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

Year Ended December 31,

2011 2010 2009
(in thousands)
Flight hour-based maintenance expense $ 2197¢ $ 16,68 $ 14,42¢
Non-flight hour-based maintenance expense 13,57¢ 11,50¢ 13,10¢
Total maintenance expense $ 3555 $ 28,18 $ 27,53¢

During the quarter ended December 31, 2010, thepgaognrenegotiated a supplier contract resulting ieduction of operating expenses
of $1.0 million for amounts accrued in prior years.

Aircraft Fuel

Aircraft fuel expense includes jet fuel and assedidinto-plane” costs, taxes, oil, and all gainsl dosses associated with fuel hedge
contracts.

Derivative Instruments

The Company accounts for derivative financial imstents at fair value and recognizes them in thanu&l sheet in other current assets or
other current liabilities. For derivatives desigthtis cash flow hedges, changes in fair valueeofiéhivative are generally reported in other
comprehensive income and are subsequently redtabsito earnings when the hedged item affectsiegsnFor the years ended 2011 , 2010
and 2009 , the Company did not hold derivativerumsents that qualified as cash flow hedges. Asaltiechanges in the fair value of such
derivative contracts were recorded within aircfaél expense in the accompanying statements oftipes. These amounts include both
realized gains and losses and mark-to-market ad@rgs of the fair value of unsettled derivativetimsients at the end of each period.

Advertising

The Company expenses advertising and the productisis of advertising as incurred. Marketing aneeaiising expenses were $2.5
million , $4.0 million , and $2.3 million for theers ended 2011 , 2010 and 2009 , respectively.
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Income Taxes

The Company accounts for income taxes using thditiamethod. The Company records a valuationvadloce to reduce the deferred
assets reported if, based on the weight of theeexgie, it is more likely than not that some portorall of the deferred tax assets will be not
realized.

Interest Expense

Related-party interest expense incurred during 2010 and 2009 was $21.0 million , $44.6 milliand $39.3 million , respectively,
and consisted primarily of paid-in-kind interesttoanche notes due to related parties and prefstoat dividends due to related parties. Non-
related party interest expense during 2011 , 20002809 was $3.8 million , $5.7 million and $7.6limn , respectively.

Stock-Based Compensation

The Company recognizes cost of employee serviassved in exchange for awards of equity instruméatsed on the fair value of each
instrument at the date of grant. Compensation esgpenrecognized on a straight-line basis ovepéred during which an employee is
required to provide service in exchange for an dwRestricted stock awards are valued at the &irevof the shares on the date of grant if
vesting is based on a service or a performanceittomdTo the extent a market price was not avadathe fair value of stock awards was
estimated using a discounted cash flow analysischas management’s estimates of revenue, driveastiymed market growth rates, and
estimated costs as well as appropriate discoues.rahese estimates are consistent with the plahegtimates that management uses to
manage the Company’s business. The fair valuearkshption awards is estimated on the date of grsing the Black-Scholes valuation
model. See Note 9.

Concentrations of Risk

The Company’s business has been, and may contirhes, adversely affected by increases in the pfi@ércraft fuel, the volatility of the
price of aircraft fuel, or both. Aircraft fuel wélse Company’s single largest expenditure represgrpproximately 42% , 35% , and 31% of
total operating expenses in 2011 , 2010 , and 2088pectively.

The Company’s operations are largely concentratékd southeast United States with Fort Lauderoaileg the highest volume fueling
point in the system. Gulf Coast Jet indexed fuéhésbasis for a substantial majority of the Conyfmfuel consumption. Any disruption to the
oil production or refinery capacity in the Gulf Gbaas a result of weather or any other disastdisouptions in supply of jet fuel, dramatic
escalations in the costs of jet fuel, and/or thiefa of fuel providers to perform under fuel arg@ments for other reasons could have a materia
adverse effect on the Company’s financial conditiad results of operations.

The Company’s operations will continue to be vultide to weather conditions (including hurricaness@aor snow and severe winter
weather), which could disrupt service, createraiifit control problems, decrease revenue, anceas® costs.

Due to the relatively small size of the fleet amghhutilization rate, the unavailability of one more aircraft and resulting reduced
capacity could have a material adverse effect erCthmpany’s business, results of operations, arahfial condition.

The Company has three union-represented employpepgthat together represent approximately 52%b8#4 of all employees at
December 31, 2011 and 2010 , respectively. A stiikather significant labor dispute with the Comyarunionized employees is likely to
adversely affect the Company’s ability to conduasibess. Additional disclosures are included ineNBE.

2. Recent Accounting Developmen

In May 2011, the FASB issued Accounting Standarpgddtie No. 2011-04, Amendments to Achieve Common\Faue Measurement
and Disclosure Requirements in U.S. GAAP and Irattonal Financial Reporting Standards (Topic 820aiNFalue Measurement (ASU
2011-04), to provide a consistent definition of fealue and ensure that the fair value measurearahtlisclosure requirements are similar
between U.S. GAAP and International Financial RépgrStandards. ASU 2011-04 changes certain fdireveneasurement principles and
enhances the disclosure requirements particularlizével 3 fair value measurements (as definedateNL8). ASU 2011-04 is effective for the
Company in the first quarter of fiscal 2012 andwstide applied prospectively. The Company is culyesvaluating the impact of ASU 2011-
04 on its financial position, results of operatiocash flows and disclosures.
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In January 2010, the FASB issued Accounting Statgldipdate No. 2010-06, Fair Value Measurementsl@¥sgces, which amends
Subtopic 820-10 of the FASB Accounting Standarddifzation to require new disclosures for fair valmmeasurements and provides
clarification for existing disclosure requirementore specifically, this update will require (a) entity to disclose separately the amounts of
significant transfers in and out of Level 1 andal falue measurements and to describe the reésotie transfers; and (b) information about
purchases, sales, issuances, and settlementptesented separately (i.e., present the activity gross basis rather than net) in the
reconciliation for fair value measurements usimggsicant unobservable inputs (Level 3 inputs).sThpdate clarifies existing disclosure
requirements for the level of disaggregation usedtlasses of assets and liabilities measuredratdhie and requires disclosures about the
valuation techniques and inputs used to measurgdhie for both recurring and nonrecurring failtameasurements using Level 2 and
Level 3 inputs. Certain provisions requiring newaltbsures and clarifications of existing disclosuséthe guidance are effective for interim
and reporting periods beginning after Decembe20B9. Certain other provisions for new disclosuneseffective for fiscal years beginning
after December 15, 2010. Adoption of those prowisiof the accounting guidance that became effe@ivéhis interim period has resulted in
new fair value disclosures. See related fair vaiselosures in Note 18.

In October 2009, the FASB issued an Accounting &ais Update (ASU No. 2009-13) pertaining to midtigeliverable revenue
arrangements. The new guidance affects accountidgeporting for companies that enter into multigédiverable revenue arrangements with
their customers when those arrangements are viiieiscope of ASC 605-25, Revenue Recognition—Mekiflement Arrangements. ASU
No. 200¢-13 eliminates the residual method of allocatiod eequires that arrangement consideration be addca the inception of the
arrangement to all deliverables using the relag®léing price method. The new guidance is effegtira@spectively for revenue arrangements
entered into or materially modified in fiscal ye@eginning on or after June 15, 2010. On Janua@®1], the Company adopted ASU
No. 200¢-13 and effective April 1, 2011, the Company erddrgo a new revenue arrangement. The amount efwgy that would have been
recognized during 2011 if the new revenue arrangénvere subject to the previous acceptable guidéresédual method) is not materially
different compared to the revenue recognized apghpiSU No. 2009-13. Sdéew Affinity Card Prograndisclosures in Note 1.

3. Special Charge

Special charges in the Company's Statement of @pesaor the years ended 2011 and 2010 were $8li2mand $0.6 million ,
respectively, which was primarily made up of teratian, restructuring and secondary offering costs.

Termination Costs

In 2011, the Company incurred termination cost$28 million in connection with its initial publiaffering of common stock during the
second fiscal quarter, which included $1.8 millaid to Indigo Partners, LLC to terminate its pesfienal services agreement with the
Company and $0.5 million paid to three individuaiaffiliated holders of the Company’s subordinatetes.

Restructuring Costs

In 2010, in an effort to gain efficiencies, the Gmany relocated all of its Detroit, Michigan mainé@ce operations to Fort Lauderdale,
Florida, the Company’s largest city of operatiofise restructuring included the closure of facifitia Detroit, relocation of equipment and
tools, and the relocation and reduction of workéorEhe Company determined the relocation of thasiéitfes and the planned relocation and
reduction of certain employees met the requirernéah exit activity. Included within Special charges in the Companyétebtent of
Operations for the twelve months ended Decembe2@11 and 2010 were $0.2 million and $0.9 millimspectively, resulting from the
Detroit move.

Secondary Offering Costs

In 2011, the Company incurred $0.8 million consgtprincipally of legal, accounting, printing, afiihg fees connected with the
secondary offering which was consummated on Jar2&rg2012 . The Company did not receive any proeéan the secondary offering.

4. Letters of Credit

In connection with agreements with certain airgdiie Company is required to post letters of creditich totaled $0.2 million and $4.0
million as of December 31, 2011 and 2010 , respelsti The issuing banks require that the Compamposi funds at those banks to cover the
amounts that could be drawn under the lettersedditrThese funds are generally invested in monasket accounts and are classified as long-
term assets within security deposits and other-teng assets. Additionally, as of December 31, 20the Company had a $10.0 million
unsecured standby letter of credit facility, repreig an off balance-sheet commitment, of whicH $iillion had been drawn upon for issued
letters of credit.
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5. Credit Card Processing Arrangement

The Company has agreements with organizationgtioaess credit card transactions arising from tirelgase of air travel, baggage fees,
and other ancillary services by customers. Asstamdard in the airline industry, the Companyistiaztual arrangements with credit card
processors permit them, under certain circumstanoestain a holdback or other collateral, which Company records as restricted cash,
when future air travel and other future servicesprrchased via credit card transactions. The redjtioldback is the percentage of the
Company's overall credit card sales that its crealitl processors hold to cover refunds to custoihtrs Company fails to fulfill its flight
obligations.

As of December 31, 2010 , the Company had advacioet sales and $9 Fare Club memberships purchaisedredit cards of
approximately $101.1 million . The Company wasempliance with its credit card processing agrees)arid the required holdback was
$87.7 million, which was partially offset by a letter of cre¢liC), issued in favor of the processor in the amair$15.0 million. As such, as
December 31, 2010 , the processors were holdinig $22.7 million of remittances after considering thtter of credit (LC), issued in favor of
the processor.

During 2011, the Company amended its processingeagents with all of its processors. Prior to theadments, the credit card
processors required the Company to maintain caéte@l equal to approximately 100% of the Compsuayr traffic liability. The
amendments were approved in light of the Compamysoved balance sheet as a result of the receathpleted IPO, the related
recapitalization and the elimination of the holdbaeld by the credit card processors, effectivelpding the Company's restricted cash bal
to zero, provided that the Company continues tisfyatertain liquidity and other financial covenanfailure to meet these covenants would
provide the processors the right to reinstate dbwalk, resulting in a commensurate reduction oéstnicted cash. As of December 31, 2011 ,
the Company continued to be in compliance witkeiieglit card processing agreements, and the prasessoe holding back $0 of remittances.

The maximum potential exposure to cash holdbacki&yCompany's credit card processors, based uh@mee ticket sales and $9 Fare
Club memberships as of December 31, 2011 and 2@&8 $115.2 million and $86.1 million , respectyel

6. Accrued Liabilities

Accrued liabilities included in other current lifities as of December 31, 2011 and 2010 considtefollowing:

As of December 31,

2011 2010
(in thousands)
Current portion of Tax Receivable Agreement $ 27,39¢ $ =
Federal excise and other passenger taxes anddgable 17,81% 19,03t
Salaries and wages 17,12: 14,84:
Aircraft maintenance 7,81¢ 10,90¢
Airport expenses 10,68 9,52:
Interest 1,142 6,88t
Aircraft and facility rent 7,20¢ 4,45k
Restructuring 32¢ 54¢
Other 9,34¢ 6,84:
Accrued liabilities $ 9885¢ $ 73,04!

During 2010, based on new information that becamadable to the Company, a liability previously oeded was reduced by $1.0 milli
resulting in recognition of $0.7 million within ahoperating and $0.3 million within salaries, wagand benefits expenses in the statement of
operations.

7. Common Stock and Preferred Stoc

The Company’s amended and restated certificatecofporation dated June 1, 2011, authorizes thep@agnto issue up to 240,000,000
shares of common stock, $0.0001 par value per s68y@00,000 shares of non-voting common stoclQ@RL par value per share, and
10,000,000 shares of preferred stock, $0.0001 gae\per share. All of the Company’s issued andtanting shares of common stock and
preferred stock are duly authorized, validly issUfatly paid and non-assessable. The Company’seshafrcommon stock and non-voting
common stock are not redeemable and do not haeenptés/e rights.
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Common Stock

Dividend Rights Holders of the Company’s common stock are entiitereceive dividends, if any, as may be declémea time to time
by the Company’s board of directors out of legalilable funds ratably with shares of the Compsmgn-voting common stock, subject to
preferences that may be applicable to any theriandisg preferred stock and limitations under Delearaw.

Voting Rights Each holder of the Company’s common stock igledtto one vote for each share on all matters $ttdxinto a vote of the
s tockholders, including the election of directdree Company’s stockholders do not have cumulatdteng rights in the election of directors.
Accordingly, holders of a majority of the votingashs are able to elect all of the directors propapl for election at any given stockholders’
meeting.

Liguidation. 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 Comgjgamon-voting common stock in the net assets lggalailable for distribution to
stockholders after the payment of all of the Conyfmdebts and other liabilities and the satisfattd any liquidation preference granted to the
holders of any then outstanding shares of prefesteck.

Rights and PreferencedHolders of the Company’s common stock have nermppive, conversion, subscription or other rights] there
are no redemption or sinking fund provisions aggille to the Company’s common stock. The rightdepeaces and privileges of the holders
of the Company’s common stock are subject to anglmeaadversely affected by, the rights of the hddé shares of any series of the
Company’s preferred stock that the Company maygdese in the future.

Non-Voting Common Stock

Dividend RightsHolders of the Company’s non-voting common stoekeattitled to receive dividends, if any, as mayleelared from
time to time by the Company’s board of directors @uegally available funds ratably with sharedied Company’s common stock, subject to
preferences that may be applicable to any theriandisg preferred stock and limitations under Deleeraw.

Voting RightsShares of the Company’s non-voting common stockatentitled to vote on any matters submitted vote of the
stockholders, including the election of direct@scept to the extent required under Delaware law.

Conversion RightsShares of the Company’s non-voting common stoitlioe convertible on a share-for-share basis a@mmon stock
at the election of the holder.

Liguidation.In the event of the Company’s liquidation, disswntor winding up, holders of the Company’s nonivgtcommon stock
will be entitled to share ratably with shares a&f @ompany’s common stock in the net assets lega#jlable for distribution to stockholders
after the payment of all of the Company’s debts ather liabilities and the satisfaction of any idation preference granted to the holders of
any then outstanding shares of preferred stock.

Rights and Preferenceldolders of the Company’s noreting common stock have no preemptive, conversahscription or other righ
and there are no redemption or sinking fund prowisiapplicable to the Compasycommon stock. The rights, preferences and pge#eof the
holders of the Company’s common stock are subgeahti may be adversely affected by, the rightt@htolders of shares of any series of the
Company’s preferred stock that the Company maygdese in the future.

On December 7, 2011, the Company entered into ékRstribution Agreement with Indigo Miramar LLGd its members. Pursuant to
the Stock Distribution Agreement 10,576,180 shafesutstanding common stock were exchanged on reghashare basis for shares of non-
voting common stock. As of December 31, 2011 gHles been no change to the number of outstandimyating common stock.

Preferred Stock

The Company’s board of directors has the authontthout further action by the Company’s stockhedjeo issue up to 10,000,000
shares of preferred stock in one or more series@fid the rights, preferences, privileges andrietions thereof. These rights, preferences and
privileges could include dividend rights, conversiights, voting rights, terms of redemption, lidaiion preferences, sinking fund terms and
the number of shares constituting any series odéisggnation of such series, any or all of whicty i@ greater than the rights of common
stock. The Company'’s issuance of preferred stocdlkdcadversely affect the voting power of holdersafnmon stock and the likelihood that
such holders will receive dividend payments andhpayts upon liquidation. In addition, the issuantpreferred stock could have the effect of
delaying, deferring or preventing a change of adrdf the Company or other corporate action. ABetember 31, 2011 , there were no shares
of preferred stock outstanding.
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Prior to the Company’s IPO and related recapitéibreon June 1, 2011, there were issued and oulisigi 00,000 shares of Class A
preferred stock, 2,850 shares of Class B prefestack, 20,848,847 shares of Class A common stodibg#64,489 shares of Class B common
stock. In the recapitalization consummated on Jyr#®11, all shares of preferred stock and allsate repaid with the net proceeds received
by the Company in the IPO were exchanged for shafresmmon stock in accordance with the Recap#étin Agreement. In addition, each
share of Class B common stock was exchanged fosloae of common stock.

8. Redeemable Preferred Stoc

Prior to the closing of the Company’s IPO and taasactions contemplated by the Recapitalizatiore&gent on June 1, 2011, the
Company had authority to issue up to 1,000,000eshaf preferred stock, with a par value of $0.0@d1lyhich 125,000 shares were designated
Class A preferred stock and issued with a liquatatialue of $1,000 per share and a dividend ra&qafcompounded quarterly, and 5,000
shares were designated as Class B preferred stolcR,850 shares were issued with a liquidationevali$1,000 per share and a dividend rate
of 17%, compounded quarterly. Prior to the liquiolatpreference adjustments discussed below, alesha Class A preferred stock were held
by Indigo and Oaktree, and all shares of ClassdBepred stock were held by other non-controllingreholders. The remaining 870,000
authorized shares could have been designated sunetlirom time to time in one or more series, agdée by the Board of Directors. The
dividend rates for the Class A and Class B prefesteck are per annum and applied to the sum afriégpective liquidation value per share
plus all accumulated and unpaid dividends wheth@obthey have been declared and whether or eoé thre profits, surplus, or other funds
legally available for payment. Neither series adfprred stock was, by its terms, convertible intexchangeable for any other property or
securities of the Company, and neither series bédgrights. The Class A and B preferred stockenssth subject to mandatory redemption
on the earlier of July 1, 2012, or a change of mdnAs such, the Comparg/preferred stock was classified as mandatorilgeathble preferre
stock (a liability) in the accompanying balanceetbeand dividends were recorded as interest expertse accompanying statements of
operations.

With respect to dividend distributions and upomidgtion of the corporation, Class B preferred kt@nked senior to all other classes of
stock, followed by Class A preferred stock, andyasommon stock.

The liquidation preference of the Class A prefesgatk was subject to adjustments as follows:

« If anew collective bargaining agreement betwisenCompany and its pilots had not been ratifigdhbefore January 1, 2008, the
liquidation value of the Class A preferred stockudobe reduced by $22.5 million and any accruedwanghid dividends
corresponding to the liquidation value reductiorulddoe eliminated. Additionally, pursuant to thente of a Put and Escrow
Agreement among the Company and its major sharetmtthted July 13, 20086, if this liquidation vahddustment was triggered, the
25,000 shares of Class A preferred stock ownedbigb must be returned to the Company, whereupoh shares were to be
cancelled and any accrued and unpaid dividendegponding to such cancelled shares were to benaited.

« If, as of December 31, 2009, the net cost toaQbmpany related to the return of MD-80 aircrafteiothe period from January 1, 2006
through December 31, 2009, exceeded a target ticeeh$20.7 million, the liquidation value of ti@ass A preferred stock would be
reduced by the amount of such excess (and accneedrgpaid dividends corresponding to such reducimount would be
eliminated), subject to a maximum reduction of $3@illion.

« The liquidation value of the Class A preferréoc& would be reduced by the amount equal to tlgeeggte principal amount of
additional Tranche B notes purchased by Indiga dfiéy 13, 2006 (see Note 11).

The following table represents the distributioroafership of the Class A preferred stock as of Ddasr 31, 2006, prior to any
liquidation value adjustment events:

Class A Preferred Stock as of December 31, 2006

Liquidation
Outstanding % of Shares Value Liquidation
Shares Owned per Share Value *
(in thousands except share and per share amounts)
Oaktree 100,00( 80% $ 1,00 $ 100,00(
Indigo 25,00( 20% 1,00( 25,00(
Total Class A preferred stock 125,00( 10C% $ 125,00(

* Liquidation value does not include accrued angaid dividends.
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As of January 1, 2008, there was no new collediargaining agreement with the Company’s pilots.gkdingly, Indigo returned all
25,000 shares of its Class A preferred stock, whiete then cancelled by the Company along withaotyued and unpaid dividends thereon.
After giving effect to this cancellation, the ligiation value of the remaining 100,000 outstandhmyes of Class A preferred stock was redt
by an aggregate $22.5 million, or from $1,000 t@%per share, and accrued and unpaid dividendesgmnding to the liquidation value
reduction were eliminated. The Company recognizededt extinguishment a net gain of $50.7 millieifiective January 1, 2008, on the
cancellation of shares and liquidation value adpastt, including the elimination of $3.6 million obrresponding accrued and unpaid
dividends. After January 1, 2008, all Class A pmefeé stock is held by Oaktree.

The following tables illustrate the execution oé thut and Escrow Agreement and liquidation valjesachent of the remaining Class A
preferred stock triggered by not having a collextdargaining agreement as of January 1, 2008:

Execution of Put and Escrow Agreement

Transfer of

Indigo Class A Liquidation
Preferred Stock Outstanding Value Liquidation
to Spirit Shares per Share Value *
(in thousands except share and per share amounts)
Oaktree — 100,00 $ 1,000 $ 100,00(
Indigo (25,000 — N/A —
Total Class A preferred stock (25,000 100,00( $ 100,00(

* Liguidation value does not include accrued angaid dividends.

$22.5 Million Liquidation Value Adjustment

Liquidation Liquidation Liquidation

Value Liquidation Value per Value as of

Outstanding Prior to Value Share After January 1,

Shares Adjustment Adjustment Adjustment 2008 *
(in thousands except share and per share amounts)
Oaktree 100,00 $ 100,00 $ (22,500 $ 77t $ 77,50(
Indigo — — — — —
Total Class A

preferred stock 100,00( $ 100,00( $ (22,50() $ 77,50(

* Liguidation value does not include accrued angaid dividends.

On December 28, 2008, Indigo purchased an additi&@ million of Tranche B notes and triggeredomidation value adjustment.
Accordingly, the Company recognized as debt existguent a net gain of $3.0 million, effective Ded®mn28, 2008, on the liquidation value
adjustment, including the elimination of $0.3 nailli of corresponding accrued and unpaid dividends.

The following table illustrates the liquidation adiment as triggered by the additional Tranche spurchased:

$2.7 Million Liquidation Value Adjustment

Liquidation Liquidation Liquidation
Value Liquidation Value per Value as of
Outstanding Prior to Value Share After December 31,
Shares Adjustment Adjustment Adjustment 2008 *
(in thousands except share and per share amounts)
Oaktree 100,00 $ 77,50 $ (2,679 $ 74 $ 74,82:
Indigo — — — — —
Total Class A
preferred stock 100,00( $ 77,50( $ (2,672) $ 74,82:

* Liguidation value does not include accrued angaid dividends.

As of December 31, 2009, the net cost relatedaaltbposal of MD-80 aircraft exceeded the $20.Tioniltarget threshold by
$16.7 million and as a result triggered a liquidatvalue adjustment, which resulted in a debt gxiishment gain of $19.7 million on
December 31, 2009, including the elimination ofi$3iillion of accrued and unpaid dividends.
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The following table illustrates the liquidation adiment as triggered by the excess of MD-80 chavgesthe target:

$16.7 Million Liquidation Value Adjustment

Outstanding Liquidation Value Prior to Liquidation Value Liquidation Value per Share After Liquidation Value as of
Shares Adjustment Adjustment Adjustment December 31, 2009 *
(in thousands except share and per share amounts)
Oaktree 100,00 $ 74,82. $ (16,664 $ 58z $ 58,157
Indigo — — — — —
Total Class A i
preferred stock 100,00( $ 74,82: $ (16,66‘) $ 58,15A

* Liguidation value does not include accrued angaid dividends.

As of December 31, 2010, accrued and unpaid didsiéor the Class A and Class B preferred stockadt$14.5 million and
$4.2 million, respectively. The maximum amount @@mpany could be required to pay to redeem thesQlaend Class B preferred stock a:
the mandatory redemption date of July 1, 2012stisrated to be $78.6 million and $9.2 million, restively.

During the years ended 2010 and 2009, Class A mpeefstock accrued dividends of $3.5 million or £35per share and $4.3 million or
$43.10 per share, respectively, while the ClasseBepred stock accrued dividends of $1.1 millior$881.04 per share and $0.9 million or
$322.60 per share, respectively.

In connection with the closing of the IPO, the Camp consummated the transaction contemplated bRéleapitalization Agreement on
June 1, 2011, which resulted in the repayment ohaxge for common stock of all of the Company’seatnd preferred stock (see Note 20).

9. Stock-Based Compensatio

The Company’s board of directors adopted, and thragainy’s stockholders approved, the Amended anthiels2005 Incentive Stock
Plan, or the 2005 Stock Plan, effective JanuaB008. The total number of shares of common stottkaaized for issue pursuant to awards
granted under the 2005 Stock Plan was 2,500,00@shghe 2005 Stock Plan provided for the gramtasf-qualified stock options, stock
appreciation rights, restricted stock, performasitares, phantom stock, restricted stock units #mel awards that are valued in whole or in
part by reference to the Company’s stock.

On May 9, 2011, the Company’s board of directoispaeld, and the Company’s stockholders approved2@tié Equity Incentive Award
Plan, or 2011 Plan. The principal purpose of thEl2RBlan is to attract, retain and engage selectguogees, consultants and directors through
the granting of stock-based compensation awardsasit-based performance bonus awards. Under tHeR218, 3,000,000 shares of common
stock are reserved for issuance pursuant to atyariestock-based compensation awards, includiagkstptions, stock appreciation rights, or
SARs, restricted stock awards, restricted stockawmards, deferred stock awards, dividend equivaesmrds, stock payment awards and
performance awards and other stock-based awardsth@ number of shares remaining available faréuawards under the Company’s 2005
Stock Plan. The number of shares reserved formesuar transfer pursuant to awards under the 20l ill be increased by the number of
shares represented by awards outstanding und@utimpany’s 2005 Stock Plan that are forfeited oséapnexercised and which, following the
effective date of the 2011 Plan, are not issuecutite 2005 Stock Plan. No further awards will bented under the 2005 Stock Plan, and all
outstanding awards will continue to be governedhajr existing terms. As of December 31, 2011 38,814 shares of the Compasygommol
stock remained available for future issuance uttte£2011 Plan.

Restricted stock awards are valued at the fairevafithe shares on the date of grant if vestirigased on a service or a performance
condition. Granted shares vest 25% per year on aaciversary of issuance. Compensation expengedgnized on a straight-line basis over
the requisite service period.

Stock option awards are granted with an exercige gqual to the fair market value of the Comparmgsimon stock at the date of grant
and graded vest based on four years of continuenvice and have 10-year contractual terms. Thevédire of each stock option award is
estimated on the date of grant using the Black-Bshmodel. For option grants during 2011 , the Camyfs weighted average assumptions for
expected volatility, dividends, term, and risk-fiaterest rate were 46.25 %, 0 %, 6.25 years ad@l%, respectively. For option granted dur
2010, the Company’s weighted average assumptiorexfeected volatility, dividends, term, and riskdrinterest rate were 51.6%, 0%, 6.25
years and 2.12%, respectively. Expected volasilitiee based on the historical volatility of a grafipeer entities within the same industry. *
expected term of options is based
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upon the simplified method, which represents theraye of the vesting term and the contractual t&tre.riskfree interest rate is based on |
Treasury yields for securities with terms approxinathe expected term of the option. There wergmamts of option awards prior to 2010.

To the extent a market price was not availablefaivevalue of the Company’s common stock was esti using a discounted cash flow
analysis and market multiples, based on managemestimates of revenue, driven by assumed mar&ettyrates, and estimated costs as
as appropriate discount rates. These estimateasistent with the plans and estimates managensestto manage the Company’s business.
Share-based compensation cost is included with#@risa, wages and benefits in operating expenstigiaccompanying statements of
operations amounted to $ 0.5 million , $ 0.6 millend $ 0.1 million for 2011 , 2010 , and 2009spextively. During the years ended 2011 ,
2010, and 2009 , there was no tax benefit recegniz income.

A summary of share option activity under the plarobDecember 31, 2011 , and changes during 2@ fprasented below:

Average
Weighted- Remaining Aggregate
Average Contractual Intrinsic
Number Exercise Term Value
of Shares Price ($) (Years) ($000)
Outstanding at December 31, 2010 469,00( 7.8¢€ 9.2 91C
Granted 101,00( 12.13
Exercised (54,25() 7.8C
Forfeited or expired (203,75() 7.8C
Outstanding at December 31, 2011 312,00( 9.3¢ 8.¢ 1,94¢
Exercisable at December 31, 2011 52,37¢ 8.0C 8.6 397
Vested or Expected to Vest at December 31, 2011 293,81 9.2¢ 8.¢ 1,84¢

The weighted-average fair value of option awards\tgd during the years ended December 31, 201 Daceimber 31, 2010 was $ 5.73
and $4.06 per share, respectively. There were tiorspgranted during the year ended December 319.2The total intrinsic value of share
options exercised during the year ended Decembhe2@11 was $ 0.2 million . There were no optionsreised during the years ended
December 31, 2010 or 2009.

A summary of the status of the Company'’s restristedk awards as of December 31, 2011 and changegdhe year ended 2011 is
presented below:

Weighted-Average

Number of Shares Grant Date Fair Value ($)
Outstanding at December 31, 2010 573,25( $ 1.1z
Granted — —
Vested (283,12¢) 0.81
Forfeited (18,12%) 1.0¢
Outstanding at December 31, 2011 271,99¢ $ 1.4

The weighted-average fair value of restricted stawlrds granted during the years ended 2010 ar@\286 $6.39 per share, and $1.10
per share, respectively. There were no restridtmtksawards granted during the year ended DeceBihet011 . The total fair value of shares
vested during the years ended 2011 , 2010 and 2089 $ 3.2 million , $2.2 million, and $0.2 miltiprespectively.

As of December 31, 2011, there was $ 1.3 millamaltunrecognized compensation cost related to ested shares and options granted
under the plan expected to be recognized over ghtexi-average period of 2.6 years.
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10. Net Income per Shar

The following table sets forth the computation aéle and diluted earnings per common share (instnods, except for share and per
share amounts):

Year Ended December 31,

2011 2010 2009
(in thousands, except for share and per share amots)

Numerator

Net income $ 76,44t $ 72,48: $ 83,69:
Denominator

Weighted-average shares outstanding, basic 53,240,89 26,183,77 25,910,76
Effect of dilutive stock awards 274,45( 506,08 404,35!
Adjusted weighted-average shares outstanding edilut 53,515,34 26,689,85 26,315,12
Net Income per Share

Basic earnings per common share $ 144 % 271 $ 3.2t
Diluted earnings per common share $ 14: % 27z $ 3.1¢

The Company has excluded 70,268 shares from itsilesions of diluted earnings per common shareditilZas they represented
antidilutive stock awards for the respective peribldere were no shares excluded in 2010 or 2009.

11. RelatedParty Debt and Transaction:

As of December 31, 2011 and 2010 , the followingants were due to related parties (in thousands):

As of December 31,

2011 2010
Tranche A notes payable bearing interest at 17%Aqwi¢ 30, 2012, except for $20.0 million of Trare

A notes which are due December 30, 2011. Securertrued interest at December 31, 2010 and 20

was $0 and $0 million, respectively $ — $ 137,36(
Tranche B notes payable bearing interest at 17%Agui¢30, 2012. Secured*. Accrued interest at

December 31, 2010 and 2011 was $0 and $0 millespectively — 128,26
Total due to related parties $ — $ 265,62

* Secured by accounts receivable, inventory, propertyequipment, not including airframes or engines.

In connection with the closing of the IPO, the Camp consummated the transaction contemplated bRélsapitalization Agreement on
June 1, 2011, which resulted in the repayment ohamxge for common stock of all of the Company’seand preferred stock (see Note 20).

All Tranche A and B notes were held by Indigo araktee. Interest on these notes was not paid imlsaisaccrued on a periodic basis
both the Tranche A and Tranche B notes at a rat&#f per annum, compounded annually on DecembeklBIranche A and Tranche B
notes would have matured on April 30, 2012 excep$20.0 million of Tranche A notes which were ddecember 30, 2011.

Tranche A and B notes and approximately $3.2 mmilbd other secured notes due to unrelated paréidsaHirst-priority security interest
in substantially all assets of the company (thect@i¢y Package”). Certain other secured notes bhgldnrelated parties, aggregating
approximately $12.0 million in principal amount,cha second-priority security interest in the SeguPiackage. Pursuant to intercreditor and
other security agreements, the holders of Tranchad\B notes, and of the $3.2 million of other sedwnotes, agreed to:
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* Permit a first-priority interest in the Secur®ackage to the payee of reimbursement obligatioder the LC described in
Note 5, anc

» Restrict their right to receive repayment ohpipal and, except for the $3.2 million of secunedes, current payment of
interest on the obligations owed to them priohte full discharge of, the Compasyeimbursement obligations under the

Pursuant to the terms of the securities purchasseatent covering the Tranche A and Tranche B ndtdse Company’s unrestricted
cash balance fell below a stated level, Indigo ddave elected to require the Tranche B holdepaitohase, on a pro rata basis, up to
$16.8 million in additional Tranche B notes. Duri2@09, unrestricted cash was above the minimuractatel. However in 2008, the level of
unrestricted cash fell below the stated level, thiedTranche B holders amended the securities psechgreement to provide for the full amc
of the $16.8 million as follows:

» The Tranche B holders funded $5.0 million in caskxchange for additional Tranche B notes,

» The Tranche B holders provided a guarantee @b$11.8 million in favor of an investment bankifign in connection with
the renewal in December 2008 of the letter of d¢riediility that serves to reduce the cash colldtina Company was required
to maintain with credit card processors. The Corgpaas obligated to pay to the guarantors a comnmitrfee on the amount
of this guarantee, at a rate of 17% per annum,wibécame due upon the expiration of the LC on A3jl2011.

The Company'’s principal stockholders provided dere@nsulting services to the Company for a managerfee of $0.8 million in
each of 2010 and 2009 . For the year ended Dece®ih@011 , the Company expensed $0.3 millionedl&h these consulting services. In
addition, in 2009 , the Company reimbursed onésodtiockholders for $0.7 million of professionaperses incurred in connection with
strategic projects involving the Company. Thesas f&e recorded in “other operating expenses” iratttdmpanying statements of operations.

12. Debt and Other Obligations

As of December 31, 2011 and 2010 , the followintesavere due to unrelated parties (in thousands):

As of December 31,
2011 2010

Notes payable bearing interest at 8.75% per anruerAghril 30, 2012. Unsecured. Accrued interest
December 31, 2011 and 2010 of $0 and $38, respdctiv $ — % 5,05¢

Notes payable bearing interest at 8.70% to 19.08f@pnum due April 30, 2012, except for $1.8
million of notes due and payable upon the termamatif the Company’s letter of credit facility on
April 30, 2011. Secured*. Accrued interest at DebenB1, 2011 and 2010 of $0 and $55, respectively. — 5,492

Notes payable bearing interest at Prime plus 0.856%75% (4.20% to 5.00% at December 31, 201!
due April 30, 2012, except for $1.4 million of netdue and payable upon the termination of the
Company’s letter of credit facility on April 30, 20. Secured*. Accrued interest at December 31, 2

and 2010 of $0 and $19, respectively. — 4,65¢
Total due to unrelated parties $ — 3 15,20¢
* Secured by accounts receivable, inventory, prtypand equipment, not including airframes or eegi

In connection with the closing of the IPO, the Camp consummated the transaction contemplated bRélsapitalization Agreement on
June 1, 2011, which resulted in the repayment ohamxge for common stock of all of the Company’sea@nd preferred stock (see Note 20).
As of December 31, 2011, there was no outstanding term debt or long term obligation.

As described in Note 5, an investment banking fimovided an LC in favor of one of the Compasgtedit card processors, which ser
to reduce the amount of cash collateral that wotheérwise be required to be maintained. In 2008 L8 was renewed for a year, and in 2010
the LC was extended until April 30, 2011. As of Patber 31, 2010, the amount of the LC was $15.0anillOn April 29, 2011, the Company
extended its letter of credit facility until Ap@I0, 2014 and increased the amount to $30.0 mill@nJune 1, 2011, the Company terminatec
LC.
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The Company has a line of credit for $8.6 milliod&3.6 million related to corporate credit cafswhich the Company had draw2.4
million and $2.5 million as of December 31, 20141 &ecember 31, 2010 , respectively.

In addition, the Company has undrawn lines of ¢reith two counterparties to its jet fuel derivasvin the amount of $8.0 million and
$1.0 million as of December 31, 2011 and 2010 retspely. The Company is required to post collatéoalany excess above the line of crec
the derivatives are in a net liability position.

13. Leases and Prepaid Maintenance Depos

The Company leases various types of equipment eokgy, primarily aircraft, spare engines and aitacilities under leases, which
expire in various years through 2032. Lease temagenerally 6 to 12 years for aircraft and up4o/@ars for other leased equipment and

property.

Total rental expense for all leases charged toatjpers for the years ended 2011 , 2010 , and 2G@39$439.1 million , $122.7 million ,
and $110.1 million , respectively. Total rental erpe charged to operations for aircraft and engjreeating leases for the years ended
December 31, 2011 , 2010 , and 2009 was $116.5mill$101.3 million , and $90.0 million , respsetly.

The Company’s master lease agreements providé¢hl&@ompany pays maintenance reserves to aireissots to be held as collateral in
advance of the Company’s performance of major reasmce activities. These lease agreements prdvidienaintenance reserves are
reimbursable to the Company upon completion oflaéntenance event in an amount equal to the le$g&) the amount of the maintenance
reserve held by the lessor associated with theéfgpewintenance event or (2) the qualifying castated to the specific maintenance event.
Substantially all of these maintenance reserve paysmare calculated based on a utilization measudd, as flight hours or cycles, and are |
solely to collateralize the lessor for maintenatite run off the aircraft until the completion diet maintenance of the aircraft.

At lease inception and at each balance sheettti@€ompany assesses whether the maintenanceeg@sgments required by the ma:
lease agreements are substantively and contractetdted to the maintenance of the leased asseht®hance reserve payments that are
substantively and contractually related to the itegiance of the leased asset are accounted forintemance deposits. Maintenance deposits
expected to be recovered from lessors are refledquepaid maintenance deposits in the accompgbgilance sheets. When it is not prob:i
the Company will recover amounts currently on dépeih a lessor, such amounts are expensed adesupptal rent. As of December 31,

2011 and 2010 , the Company had prepaid aircraftter@ance to lessors of $168.8 million and $132il0an , respectively, on its balance
sheets of which $48.2 million and $15.1 milliorespectively, are included within other current &ssa our balance sheets. The Company has
concluded that these prepaid maintenance depaosifgabable of recovery primarily due to the raféecential between the maintenance
reserve payments and the expected cost for theedetext maintenance event that the reserves tepalateralize.

The Company’s master lease agreements also prthatlenost maintenance reserves held by the lessioe @xpiration of the lease are
nonrefundable to the Company and will be retaingethke lessor. Consequently, any usage-based maimtenmeserve payments after the last
major maintenance event are not substantivelyael the maintenance of the leased asset anddreesge accounted for as contingent rent.
The Company accrues for contingent rent beginnihgmit becomes probable and reasonably estimadl€dmpany will incur such
nonrefundable maintenance reserve payments. The&uonmmakes certain assumptions at the inceptidineoliease and at each balance sheet
date to determine the recoverability of maintenateggosits. These assumptions are based on vasousd such as the estimated time betv
the maintenance events, the date the aircraftedabe returned to the lessor, and the numbdigbft hours the aircraft is estimated to be
utilized before it is returned to the lessor. Thampany expensed $1.5 million , $0 million , and28@illion as supplemental rent during 2011 ,
2010, and 2009 , respectively. Maintenance resdretd by lessors that are refundable to the Cognptithe expiration of the lease are
accounted for as prepaid maintenance depositseobalance sheet when they are paid.

At December 31, 2011 , the Company had its erlidet bf 37 aircraft and six spare engines finangsdker operating leases with lease
term expiration dates ranging from 2017 to 2028ekif the leased aircraft have variable rent paymevhich fluctuate based on changes in
LIBOR (London Interbank Offered Rate). The Comphayg the option to renew 17 of the leases for these-periods with contractual notice
required in the 10th year. Nine of the aircrafskesmand all of the engine leases were the resallleflease-back transactions. Deferred gains or
losses from sale-lease-back transactions are amdriver the term of the lease as a reductiominareadditional rent, respectively. Losses are
deferred when the fair value of the aircraft oriaags higher than the price it was sold for, ibhsiance, a prepayment of rent. A loss on
disposal is recorded at the time of sale for theeesg of the carrying amount over the fair valuthefaircraft or engine. The costs of returning
aircraft to lessors, or lease return conditions,acounted for in a manner similar to the accagrfor contingent rent. These costs are
recognized over the remaining life of the leasaiszaft hours accumulate, beginning from the timteen the Company determines it is
probable such costs will be incurred and can gdlgdra estimated. Such estimated costs excludedbts of

84




Notes to Financial Statements—(Continued)

maintenance events that are covered by reservedsmosit with the relevant lessor, or routine maiatee costs that are recorded in
maintenance expense.

During 2011, the Company entered into sale andksak transactions with third party aircraft lesdor the sale and leaseback of two
Airbus A320 aircraft and one spare engine whichilted in deferred losses of $10.6 million, whick arcluded in security deposits and other
long term assets within the balance sheet. Thameféosses will be recognized as rent expensesbraight line basis over the term of the
respective operating leases. The Company had agresiim place prior to the delivery of these aiftondnich resulted in the settlement of the
purchase obligation by the lessor and the refur®Bof million in pre-delivery deposits from Airbughe refunded pre-delivery deposits have
been disclosed in the statement of cash flows\assting activities within pre-delivery depositst pérefunds. On the engine sale and
leaseback, the Company took delivery of the engimksubsequently completed a sale and leasebdlek ehgine. Cash outflows related to the
purchase of the engine have been disclosed indbensent of cash flows as investing activities withurchases of property and equipment and
the cash inflows from the sale of the engine aarfing activities within proceeds received on $sdse back transactions. All of the leases
from these sale and leaseback transactions arerstecbfor as operating leases. Under the termiseoliease agreements, the Company will
continue to operate and maintain the aircraft. Raymunder the lease agreements are fixed foethedf the lease. The lease agreements
contain standard termination events, including teation upon a breach of the Company's obligattonaake rental payments and upon any
other material breach of the Company's obligatiomder the leases, and standard maintenance amd cetudition provisions. Upon a
termination of the lease due to a breach by theg2my, the Company would be liable for standard remttial damages, possibly including
damages suffered by the lessor in connection wittrarketing the aircraft or while the aircraft i¢ teased to another party.

Future minimum lease payments under noncancelgiglieating leases with initial or remaining term&ktess of one year at
December 31, 2011 were as follows:

Operating Leases

Aircraft
and Spare Engine Property Facility Total Operating
As of December 31, Leases Leases Leases
(in thousands)

2012 $ 138,53: $ 8,372 $ 146,90
2013 144,47¢ 7,781 152,25°
2014 144,49: 5,711 150,20¢"
2015 144.,87¢ 3,11¢ 147,99:
2016 145,72¢ 1,02¢ 146,75(
2017 and thereafter 434,81 14,82¢ 449,63t
Total minimum lease payments $ 1,152,91 $ 40,82¢ $ 1,193,741

14. Financial Instruments and Risk Managemen

As part of the Company’s risk management prograe Gompany from time to time uses a variety ofrfial instruments, primarily
costless collar contracts, to reduce its exposuflittuations in the price of jet fuel. The Compaioes not hold or issue derivative financial
instruments for trading purposes.

The Company is exposed to credit losses in theteferonperformance by counterparties to thesenfitad instruments. The Company
periodically reviews and seeks to mitigate exposoithe counterparty’s financial deterioration arwhperformance by monitoring the absolute
exposure levels, the counterparty’s credit ratang] the counterparty’s historical performance medpto hedge transactions. The credit
exposure related to these financial instrumentimised to the fair value of contracts in a nete®@ble position at the reporting date. The
Company also maintains security agreements thatreethe Company to post collateral if the valueseiected instruments falls below
specified mark-to-market thresholds. To mitigate tequirement, the Company ratably builds its leepgrtfolio to targeted levels to avoid
excess exposure to specific market conditions.

The Company records financial derivative instruraaitfair value, which includes an evaluation @ tounterparty’s credit risk. Fair
value of the instruments is determined using stahdption valuation models. Management chose netdot hedge accounting on any of the
derivative instruments purchased through the ergDaf., 2010, and 2009 and, as a result, changhs iiair value of these fuel hedge contracts
are recorded each period in aircraft fuel expense.
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The following table summarizes the components fraft fuel expense for the years ended Decembe2(@l1 , 2010 and 2009 :

Year Ended December 31,

2011 2010 2009
Into-plane fuel cost $ 392 $ 2517 $ 181.¢
Changes in value and settlements of fuel hedgeacist 4.2 (3.5 0.7
Aircraft fuel expense $ 3881 $ 2482 $ 181.1

During the year ended 2011 , $4.2 million of nedl fderivative gains were recognized consistingeafized gains of $7.4 milliooffset by
unrealized mark-to-market losses of $3.2 milli@uring the year ended 2010 , $3.5 million of netl fderivative gains were recognized
consisting of settlement gains of $1.4 million amdealized mark-to-market gains of $2.1 millionuridg the year ended 2009 , $0.7 million of
net fuel derivative gains were recognized congjstihrealized losses of $0.7 million and unrealineatk-to-market gains of $1.4 million . All
realized gains and losses are reflected in theragits of cash flows in cash flow from operatintyvéces.

As of December 31, 2011 and 2010, the Company teichBdges using US Gulf Coast jet fuel as the dyidg commodity. As of
December 31, 2011 , the Company had agreementade o protect 13,450,000 gallons or approxima®8tyof its 2012 anticipated fuel
consumption at a weighted-average ceiling and fioime of $2.99 and $2.81 per gallon, respectivelyof December 31, 2010 , the Company
had agreements in place to protect 11,800,000rgato approximately 10% of its 2011 anticipated fimsumption at a weighted-average
ceiling and floor price of $2.30 and $2.13 per gallrespectively.

15. Defined Contribution 401(k) Plan

The Company sponsors two defined contribution 40akgns,Spirit Airlines, Inc. Employee Retirement SavingsRfirst plan) and
Spirit Airlines, Inc. Pilots’ Retirement SavingsaR(second plan). The first plan was adopted on Feprlial994. Essentially, all employees
that are not covered by the pilots’ collective lzangng agreement, who have at least one year vicgghave worked at least 1,000 hours
during the year, and have attained the age of 31pasdicipate in this plan. The Company may makgualified Discretionary Contribution, as
defined in the plan, or provide matching contribos to this plan. Effective July 1, 2007, the Compamended this plan to change the service
requirement to 60 days and provided for matchingrioution to the plan at 50% of the employee’stdbntion, up to 6% of the employee’s
annual compensation.

The second plan is for the Company’s pilots, anttaioed the same service requirements as thepfastand was amended effective
July 1, 2007, to change the service requiremend® tdays and having attained the age of 21. Thepaosnmatches 100% of the pilot’s
contribution, up to 8% of the individual pilot’s mmal compensation.

Matching contributions made to both plans were $dillon , $4.8 million and $3.9 million in 20112010 and 2009 , respectively, and
were included within salaries, wages and benefithé accompanying statements of operations.
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16. Income Taxe!

Significant components of the provision for incotares from continuing operations are as follows:

For the Years Ended December 31,

2011 2010 2009
(in thousands)

Current:

Federal $ 1,866 $ 256 $ 1,10(

State and local 74 68 11¢

Foreign 262 18¢ 31t
Total current expense 2,20: 51t 1,53
Deferred:

Federal 42,14¢ (48,939 —

State and local 2,03 (3,877) —
Total deferred expense (benefit) 44,18( (52,81)) —
Total income tax expense (benefit) $ 46,38: $(52,29¢ $ 1,53¢

The reconciliation of income tax expense computdti@federal statutory tax rates to income taxeesp from continuing operations is
follows:

For the Years Ended December 31,

2011 2010 2009
(in thousands)
Expected provision at federal statutory tax rate $ 4299 % 7,062 $  29,83(
State and foreign tax expense, net of federal litenef 2,25k 41% 1,22(
Interest and dividend on preferred stock 71C 1,61z (5,015
Change in valuation allowance — (65,249 (22,819
Meals and entertainment 46¢ 31t 27¢
Fines and penalties (36) 9 13t
Federal credits (203) (15€) —
Adjustment to deferred tax assets and liabilities 3 3,48¢ (2,472)
Other 10C 211 37€
Total income tax expense $ 46,38: $ (52,29¢) $ 1,53¢

The Company accounts for income taxes using thet assl liability method. Deferred taxes are recdrolased on differences between
financial statement basis and tax basis of asseltsiabilities and available tax loss and creditrgmrwards.
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At December 31, 2011 and 2010 , deferred taxesstedsof the following:

December 31,
2011 2010

(in thousands)
Deferred tax assets:

Net operating loss $ 6,23¢ $  41,22¢
Deferred gain 1,44( 4,16:
Deferred revenue 5,98t 6,62¢
Federal tax credits 3,17¢ 1,31C
Nondeductible accruals 5,452 6,68
Other 30¢€ 27¢
Gross deferred tax assets 22,59! 60,28¢
Valuation allowance — —
Deferred tax assets, net 22,59! 60,28¢
Deferred tax liabilities:
Capitalized interest (2,047 (2,735
Fuel hedging (115 (1,430
Accrued engine maintenance (10,237 (2,296
Property, plant, and equipment (1,575 (3,019
Gross deferred tax liabilities (13,969 (7,47%)
Net deferred tax assets $ 8,63C $ 52,81
Deferred taxes included within:
Assets:
Other current assets $ 20,73t $ 51,49
Other long-term assets — 1,31¢
Liabilities:
Other long-term liabilities (12,109 —

In assessing the realizability of the deferredassets, management considered whether it is nkalg than not that some or all of the
deferred tax assets would be realized. In evalgatia Company's ability to utilize its deferred tessets, it considered all available evidence,
both positive and negative, in determining fut@eable income on a jurisdiction by jurisdiction isas

As of December 31, 2009, the Company provided aatan allowance of $65.2 million because the Camyp&as unable to demonstrate
that its deferred tax assets would be fully utdizeainst future earnings. The net change in tta valuation allowance for the year ended
December 31, 2009 was a decrease of $22.8 million.

As of December 31, 2010, based on the expectafituture taxable income, the availability of reviagsdeferred tax liabilities, combine
with achieving sustained profitability, managemaetermined that all of the Company's deferred tsets would be realized in taxable years
after 2010. Based on this determination the Comdinyinated its valuation allowance, which resuliee reduction to the valuation
allowance of $65.2 million , the recognition of efefred tax benefit of $52.8 million , and a totelome tax benefit of $52.3 million for the
period ending December 31, 2010.

At December 31, 2011, the Company had availabléefderal income tax purposes an alternative minirtaxcredit carryforward of
approximately $3.2 million, which is available fan indefinite period and net operating loss camyérds for federal income tax purposes of
$16.3 million , which will begin to expire in 202lh addition, the Company had state net operatisg tarryforwards of approximately $9.1
million which could be used to offset future stegtrable income. State net operating losses begrpe in 2013.

The Company's NOL carryforwards as of Decembe®81], include approximately $3.7 million that ateibuted to the exercise of
nonqualified stock options and the vesting of fetd stock since ASC 718 was adopted. In accomaiithh ASC 718, excess tax benefits are
recognized in the financial statements upon actalization of the related tax benefit. At DecemB&r2011, the Company's excess tax benefit
of approximately $3.7 million was not recognized avill not be recognized until such deductionsaiized to reduce taxes payable. On
February 20, 2004, the Company experienced an @hipechange, as defined under Section 382 of tieerial Revenue Code, which creates
an annual limitation on the

88




Notes to Financial Statements—(Continued)

Company's ability to utilize net operating losseseyated prior to the ownership change. Subsequamgrship changes could create additional
annual limitations on the amount of the carryfomtgathat can be utilized. The Company had approxilp&10 million of net operating losses
generated prior to the ownership change. As of Bez 31, 2010, the Company determined that it vpasagpriate to write off $3.5 million of
deferred tax assets that were fully valued as afeDwer 31, 2010 and the corresponding valuatiawalhce pertaining to the Section 382
limited net operating loss, since such amountmdgli be permissible under current law to offset fattncome.

In 2009, the Company adopted FASB issued Interfioatd&SC 740-10, which clarifies the accounting fmicertainty in income taxes
recognized in an entity's financial statementscitoadance with ASC 740, and prescribes a recogniticeshold and measurement attribute:
financial statement disclosure of income tax posgitaken or expected to be taken on a tax refiffective January 1, 2009, the Company has
adopted the provisions of this Interpretation dreté was no material effect on the financial statetism The Company accrues interest relat
unrecognized tax benefits in its provision for immtaxes and any associated penalties are recordeding, general and administrative
expenses.

As of December 31, 2011, there were no ongoingtsudithe Company's income tax returns by any taauthority. In general, tax years
2004 and forward are subject to an examinatiohénd.S. due to net operating loss carryovers gégbia such years.

17. Commitments and Contingencie
Aircraft-Related Commitments and Financing Arrangesnts

The Companys contractual purchase commitments consist prignafikircraft and engine acquisitions through mactifrers and aircre
leasing companies. As of December 31, 2011, fimeraift orders with Airbus consisted of 106 A320 fgmaircraft (61 of the existing aircraft
model and 45 A320 NEOSs) and five spare V2500 |Aterimational Aero Engines AG engines. Aircraft arkesluled for delivery in the period
of 2012 through 2021, and spare engines are saktéid delivery in the period 2012 through 2018m@uitted expenditures for these aircraft
and related flight equipment, including estimatetbants for contractual price escalations and plizety payments, will be approximately
$304 million in 2012 , $325 million in 2013 , $348llion in 2014 , $520 million in 2015 , $510 nidh in 2016 and $3 billion in 2017 and
beyond .

Litigation

The Company is party to legal proceedings and ddimat arise during the ordinary course of busingse Company believes the
ultimate outcome of these matters will not haveaaamal adverse effect on the Company’s finanaialifion, results of operations, or cash
flows.

Credit Card Processing Arrangements

The Company has agreements with organizationgtoaess credit card transactions arising from tirelmse of air travel, baggage fe
and other ancillary services by customers. Asdaddrd in the airline industry, the Company’s cacinal arrangements with cre dit card
processors permit them, under certain circumstanoestain a holdback or other collateral, which Company records as restricted cash,
when future air travel and other future servicesmrrchased via credit card transactions. The redjtioldback is the percentage of the
Company’s overall credit card sales that its creditl processors hold to cover refunds to custoihére Company fails to fulfill its flight
obligations (see Note 5).

Employees

The Company has three union-represented emplopepgthat together represent approximately 52% ehaployees at December 31,
2011 and 50% of all employees at December 31, 20&00f December 31, 2011 , the collective barggjragreement between the Company
and the Company’s pilots, as represented by th&iAg Pilots Association International, represagproximately 20% of the Company’s
employees and became amendable on January 31,Q0MMay 14, 2010, the NMB released the Companytaagbilots’ union from
mandatory supervised mediation, which release cameta 30-day “cooling off” period as provided e tRailway Labor Act.

Early on June 12, 2010, following several negaiiasessions with the pilots’ union during the cogloff period that did not result in
reaching agreement, the pilots declared a strike tlae Company ceased all flight operations. Thiégsareconvened in negotiations on
June 15, 2010 and were able to reach a tentatireeignt on June 16, 2010, which was ratified oy 28) 2010 and executed on August 1,
2010.

The collective bargaining agreement between thegamy and the Company'’s flight attendants, as reptes by the Association of
Flight Attendants AFL-CIO, represents approximat&lyo of the Company’s employees and became amendalAugust 6, 2007. The
Company and the union are currently in negotiationgach a new collective bargaining
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agreement. The Company'’s dispatchers, which repregproximately one percent of the Company’s eyg#s, ratified a fiverear contract il
July 2007.

The Company is self-insured for health care cldiongligible participating employee and qualifieelpndent medical claims, subject to
deductibles and limitations. The Company’s liakgbtfor claims incurred but not reported are deteech based on an estimate of the ultimate
aggregate liability for claims incurred. The estin& calculated from actual claim rates and reeand adjusted periodically, as necessary.
The Company has accrued $2.0 million , $2.1 milliamd $1.6 million for health care claims as ot®mber 31, 2011, 2010, and 2009 ,
respectively.

Other

The Company is contractually obligated to pay ti#ving minimum guaranteed payments to the pravafets reservation systems as
of December 31, 2011: $2.9 million in 2012 , $3.liam in 2013, $3.7 million in 2014 , $3.7 millivin 2015 , $3.7 million in 2016 and $6.2
million in 2017 and beyond .

18. Fair Value Measurement:

Under ASC 820Fair Value Measurements and Disclosuresclosures are required about how fair valugetermined for assets and
liabilities, and a hierarchy for which these assetd liabilities must be grouped is establishedelaon significant levels of inputs, as follows:

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

Level 2—Observable inputs other than Level 1 prices sgofjumted prices for similar assets or liabilitiggpted prices in markets that
are not active; or other inputs that are observablzan be corroborated by observable market datsubstantially the full term of the assets or
liabilities.

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

Fair value is defined as the exchange price thatavibe received for an asset or paid to transfexbdity (an exit price) in the principal
or most advantageous market for the asset oritiabilan orderly transaction between market pgréints on the measurement date. Spirit
utilizes several valuation techniques in orderdsess the fair value of the Company’s financiattssand liabilities. The Company’s fuel
derivative contracts, which primarily consist oktess collar contracts, are valued using energycammodity market data, which is derived
by combining raw inputs with quantitative modelsl gmocesses to generate forward curves and vikili

The Company utilizes the market approach to medsairgalue for its financial assets and liabiktid he market approach uses prices
and other relevant information generated by marisisactions involving identical or comparable &sse liabilities.

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

Fair Value Measurements as of December 31, 2011

Total Level 1 Level 2 Level 3
(in millions)
Cash and cash equivalents $ 343 $ 343 $ —  $
Aircraft fuel derivatives 0.2 — — 0.2
Total assets $ 343.€ $ 343 % — % 0.3
Total Liabilities $ — % — % — % —
Fair Value Measurements as of December 31, 2010
Total Level 1 Level 2 Level 3
(in millions)
Cash and cash equivalents $ 827 ¢ 827 ¢ — ¢ =
Aircraft fuel derivatives $ 3 $§ — % — 3.t
Total assets $ 86.z $ 827 ¢ — 3.5
Total liabilities $ —  $ —  $ —  $ —
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Cash and cash equivalents at December 31, 20120rftdare comprised of liquid money market funds @ash. The Company mainta
cash with various high-quality financial instituti

The Company did not elect hedge accounting on ttyeoderivative instruments, and as a result, gharin the fair values of these fuel
hedge contracts are recorded each period in fysrese. Fair values of the instruments are detednising standard option valuation models.
The Company also considers counterparty risk anavitn credit risk in its determination of all estited fair values. The Company has
consistently applied these valuation techniquesliperiods presented and believes it has obtaimednost accurate information available for
the types of derivative contracts its holds. Duthtofact that certain of the inputs utilized tdedmine the fair value of option contracts are
unobservable (principally implied volatility), tt@ompany has categorized these option contracteeas B.

The following table presents the Company’s actifityassets measured at fair value on a recurm@sishusing significant unobservable
inputs (Level 3):

Fuel Derivatives

(in millions)
Balance at January 1, 2009 $ =
Total gains (losses) (realized or unrealized) idetliin earnings, net 0.7
Settlements, net 0.7
Balance at December 31, 2009 14
Total gains (losses) (realized or unrealized) idetlin earnings, net BE
Settlements, net (1.9
Balance at December 31, 2010 3.3
Total gains (losses) (realized or unrealized) idetlin earnings, net 4.2
Settlements, net (7.4)

Balance at December 31, 2011 $ 0.3

Total losses during 2011 included in earningstauteble to the change in unrealized gains or losdated to assets held during 2011 are
$3.2 million . Total gains during the year endeadt&maber 31, 2010 included in earnings attributabliéa¢ change in unrealized gains or losses
related to assets held through the twelve monttle@December 31, 2010 is $2.1 million .

The carrying amounts and estimated fair valueb®fQompany’s debt, related party notes payablevaartiatorily redeemable preferred
stock at December 31, 2010, were as follows:

Carrying Value Estimated Fair Value

(in millions)
Fixed-rate debt $ 355.¢ ¢ 403.¢
Variable-rate debt 4.€ 5.C
Total debt $ 360.E % 408.¢

The Company'’s debt is not publicly traded. Managandetermined the enterprise value of the Compaitygua discounted cash flow
analysis and market multiples. The fair valuesestain debt instruments were estimated under arggentt claims analysis, in which a Black-
Scholes option pricing model was applied. As aamorative measure, the implied internal rates tfrreresulting from the application of the
Black-Scholes model were compared to the curretiyiof certain term and other high-yield debtrinstents of selected market participants
operating in the airline industry.

In connection with the closing of the IPO, the Camp consummated the transaction contemplated bRéleapitalization Agreement on
June 1, 2011, which resulted in the repayment ohaxge for common stock of all of the Company’seatnd preferred stock (see Note 20).
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19. Operating Segments and Related Disclosur

The Company is managed as a single business ahiptbvides air transportation for passengers. gy revenues by geographic
region as defined by the Department of TranspamatDOT) area are summarized below:

2011 2010 2009
(in millions)
DOT—domestic $ 900.1 $ 625.( $ 557.7
DOT—Latin America 171.1 156.: 142.c
Total $1,071: $ 781 $ 700.C

During 2011 , 2010, and 2009 , no revenue fromarg/foreign country represented greater than 4#eo€ompany’s total passenger
revenue. The Company attributes operating revebyggographic region based upon the origin andrdg&in of each passenger flight
segment. The Company’s tangible assets consisaphnof flight equipment, which are mobile acragographic markets and, therefore, have
not been allocated.

20. Initial Public Offering and Tax Receivable Agreemet

On June 1, 2011, the Company raised $187.2 mitifagross proceeds in the IPO from the sale of 1B shares of its common stock
at a price of $12.00 per share. The resulting mdséo the Company were approximately $176.9 miltifier deducting underwriter
commissions. The Company retained $150.0 milliothefnet proceeds, after paying $20.6 million ditd&450,000 to pay three unaffiliated
holders of its subordinated notes, and $6.1 milliodirect costs of the offering. In accordancewétRecapitalization Agreement, all of the
principal and accrued and unpaid interest on oudistg notes, to the extent not repaid, totaling®2million, as well as all of the Class A and
B preferred stock outstanding immediately priothte offering along with accrued and unpaid dividetataling $81.7 million, were exchanged
for 30,079,420 shares of common stock at a shaze pf $12.00 per share. Each share of Class B aomstock was exchanged for one share
of common stock. In addition, interest expense redsiced by $0.4 million due to a write off of theamortized portion of prepaid loan fees
and deferred interest.

The Company entered into a Tax Receivable Agreefi€RIA") with the Company's Pre-IPO Stockholders (gfined in the TRA) that
became effective immediately prior to the consuniomedf the IPO. Under the TRA, the Company is céiggl to pay to the Pre-IPO
Stockholders an amount equal to 90% of the cashgsin federal income tax realized by it by virtefethe use of the federal net operating
loss, deferred interest deductions and alternativémum tax credits held by the Company as of M&@th2011. Cash tax savings generally
will be computed by comparing actual federal incdeeliability to the amount of such taxes that @@mpany would have been required to
pay had such Pre-IPO NOLs (as defined in the TRA)Yeen available. Upon consummation of the IPOex@atution of the TRA the
Company recorded a liability with an offsetting wetlon 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 utilization or expiration of all of the Pre-IROLs, (b) the end of the taxable year includingtteh anniversary of the IPO or (c) a change
in control of the Company. The amount and timingp@yments under the TRA will depend upon a numbé&ators, including, but not limited
to, the amount and timing of taxable income gemerat the future and any future limitations thatyrba imposed on the Company's ability to
use the PréPO NOLs. As of December 31, 2011, an estimatel basefit of $36.5 million, or 90% of the total bdsenefit from the full use
the Pre-IPO NOLs, will be paid to our Pre-IPO Stuaklers under the terms of the TRA.
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21. Quarterly Financial Data (Unaudited)

Quarterly results of operations for the years erldedember 31 are summarized below:

Three Months Ended
March 31 June 30 September 30 December 31

(in thousands, except per share amounts)

2011

Operating revenue $ 232,66: $ 275,89 $ 288,71: $ 273,91¢
Operating income 26,84« 34,95¢ 44,55¢ 38,02:
Net income (loss) 7,88t 16,91% 27,651 23,99:
Basic earnings (loss) per share 0.3C 0.41 0.3¢ 0.3z
Diluted earnings (loss) per share 0.3C 0.41 0.3¢ 0.3:
2010

Operating revenue $ 184,05. $ 177,35¢ $ 203,65 $ 216,20(
Operating income 24,124 1,791 20,98: 21,97¢
Net income (loss) (1) 11,27¢ (10,06¢) 61,74( 9,531
Basic earnings (loss) per share 0.43 (0.39) 2.3t 0.3¢
Diluted earnings (loss) per share 0.4z (0.3¢) 2.3 0.3€

(1) Netincome for the three months ended Selpéer80, 2010 includes a $53.0 million net tax bemefmarily due to the release of a valuation
allowance resulting in a deferred tax benefit a8 $5million. Absent the release of the valuatidowaince and corresponding tax benefit, our netrimeavould have
been $8.2 million for the three months ended Sepé&r80, 2010.

22. Subsequent Events

On January 13, 2012, the Company executed theliFdmnendment to Second Amended and Restated Invegbts Agreement. The
amendment provides for certain changes in registraights for future offerings and provides fomnéursement by Indigo and Oaktree for up
to $500,000 to the Company of a portion of expeisesnnection with a secondary offering.

On January 25, 2012 , the Company completed a dacpoffering of 12,650,000 shares of common s{agoluding 1,650,000 shares
sold upon the underwriters' exercise in full ofittever-allotment option) at a price to the pulfc$14.50 per share. All of the shares of
common stock were sold by existing stockholderhefCompany, including affiliates of Oaktree Capilanagement and Indigo Partners and
certain members of the Company's executive team.Cdmpany did not receive any proceeds from therskry offering.

On January 31, 2012, the Company's Board of Dire@pproved the effectiveness of Amendment Na Side Letter No. 6 to the
V2500-A5 Fleet Hour Agreement between IAE Interoadil Aero Engines AG (“ IAE ") and the Company dbfgril 11, 2005 (the “ IAE
Agreement ") and Side Letter No. 7 to the IAE Agremt (collectively, the “ IAE Amendments ”). TheEAAmendments provide that the
Company and IAE will renegotiate in good faith eamtnew and revised terms of the IAE Agreementudiclg, among other things, provisions
for engine repair and associated fees and cosésCbimpany and IAE have agreed to negotiate defindbcumentation of such changes by
March 31, 2012.
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ITEM9. CHANGES AND DISAGREEMENTS WITH ACCOUNTAN TS ON ACCOUNTING AND FINANCIAL DISCLOSURE

None.

ITEM 9A. CONTROLS AND PROCEDURES

Our management, with the participation of our Cligécutive Officer and our Chief Financial Officeraluated the effectiveness of
our disclosure controls and procedures as of DeeeBib, 2011 . The term “disclosure controls andedores,” as defined in Rules 13a-15(e)
and 15d-15(e) under the Exchange Act, means cararal other procedures of a company that are designensure that information required
to be disclosed by a company in the reports tHdeg or submits under the Exchange Act is recdrgeocessed, summarized and reported,
within the time periods specified in the SEC’s sudand forms. Disclosure controls and procedurdadec without limitation, controls and
procedures designed to ensure that informationimedjto be disclosed by a company in the repossittiles or submits under the Exchange
Act is accumulated and communicated to the Comgamgnagement, including its principal executive pridcipal financial officers, as
appropriate to allow timely decisions regardinguieed disclosure.

Management recognizes that any controls and proesdno matter how well designed and operatedpoaride only reasonable
assurance of achieving their objectives and managemecessarily applies its judgment in evaluatiiregcost-benefit relationship of possible
controls and procedures. Based on the evaluationiodlisclosure controls and procedures as of DbeeBil, 2011, our Chief Executive
Officer and Chief Financial Officer concluded thas, of such date, our disclosure controls and piwes were effective at the reasonable
assurance level. This annual report does not ieciuceport of management's assessment regardargahtontrol over financial reporting or
attestation report of the Company's registeredipaoicounting firm due to a transition period eltdied by rules of the Securities and
Exchange Commission for newly public companies.

Changes in Internal Control over Financial Reportirg

There were no changes in our internal control dwancial reporting during 2011 that have mateyialifected, or are reasonably
likely to materially affect, our internal controber 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 ofdzitors,” “Corporate Governance,” “Committee andekitegs of the Board of
Directors,” “Executive Officers,” “Code of Ethicgind “Section 16(a) Beneficial Ownership Reportirgrpliance” in our 2012 Proxy
Statement is incorporated herein by reference.

ITEM 11. EXECUTIVE COMPENSATION

The information under the captions, “Director Comgeation” and “Executive Compensation”our 2012 Proxy Statement is incorpor
herein by reference.

ITEM 12. SECURITY OWNERSHIP OF CERTAIN BENEFICIA L OWNERS AND MANAGEMENT AND RELATED
STOCKHOLDER MATTERS

The information under the captions, “Security Ovetdgp” and “Equity Compensation Plan Information’aar 2012 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 “Corporate@mance” in our 2012 Proxy
Statement is incorporated herein by reference.

ITEM 14. PRINCIPAL ACCOUNTING FEES AND SERVICES

The information under the captions, “Ratificatidnmdependent Registered Public Accounting Firmbiur 2012 Proxy Statement is
incorporated herein by reference.

With the exception of the information specificailhcorporated by reference in Part 11l to this AnhRaport on Form 10-K from our 2012
Proxy Statement, our 2012 Proxy Statement shalbeateemed to be filed as part of this Report.
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PART IV
ITEM 15. EXHIBITS AND FINANCIAL STATEMENT SCHEDU LES

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

2. Financial Statement Schedules:
There are no financial statement schedules filgohatsof this annual report, since the requiredrimation is included in the
Consolidated Financial Statements, including thesthereto, or the circumstances requiring inotlusif such schedules are not present.
3.Exhibits:
The exhibits filed as part of this Annual Reportfrm 10-K are listed on the Exhibit Index includsfter the signature page.
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SIGNATURES
Pursuant to the requirements of Section 13 or &edtb(d) of the Securities Exchange Act of 193¢, rgistrant has duly caused this
report to be signed on its behalf by the underslgtieereunto duly authorized.

SPIRIT AIRLINES, INC.
Date: February 22, 2012 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 pemshose signature appears below constitutes anairgpB. Ben
Baldanza, David Lancelot and Thomas Canfield, auh®f them, their true and lawful attorneys-intfaach with full power of substitution,
for them in any and all capacities, to sign any ragneents to this report on Form 10-K and to file s$hene, with exhibits thereto and other
documents in connection therewith, with the Semsiand Exchange Commission, hereby ratifying amdicning all that each of said
attorneys-in-fact or their substitute or substisutgay do or cause to be done by virtue hereof.

Pursuant to the requirements of the Securities &xga Act of 1934, this report has been signed &éydhowing persons on behalf of the
registrant in the capacities and on the dates atelit

Signature Title Date
/s/ B. Ben Baldanza President and Chief Executive Officer (principa¢eutive officer) February 22, 2012
B. Ben Baldanza
/s/ David Lancelot Chief Financial Officer (principal financial anda@minting officer) February 22, 2012
David Lancelot
/s/ William A. Franke Director (Chairman of the Board) February 22, 2012
William A. Franke
/sl David Elkins Director February 22, 2012
David Elkins
/sl H. McIntyre Gardner Director February 22, 2012
H. Mclintyre Gardner
/s/ Robert Johnson Director February 22, 2012
Robert Johnson
Is/ Jordon Kruse Director February 22, 2012
Jordon Kruse
/sl Michael Lotz Director February 22, 2012
Michael Lotz
/s/ Stuart Oran Director February 22, 2012
Stuart Oran
/sl John Wilson Director February 22, 2012
John 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, 20filed as Exhibit 3.1 to
the Company's Current Report on Form 8-K dated du2€11, is hereby incorporated by reference.

Amended and Restated Bylaws of Spirit Airlines,. Juated as of June 1, 2011, filed as Exhibit 8.the Company's
Current Report on Form 8-K dated June 1, 2011eiislty incorporated by reference.

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

Second Amended and Restated Investor Rights Agrmeteieted as of July 13, 2006, among Spirit Aidinkac., Indigo
Florida, L.P., Indigo Miramar LLC, OCM Spirit Holdgs, LLC, OCM Spirit Holdings Il, LLC, OCM Spirit &éldings III,
LLC, OCM Spirit Holdings llIA, LLC, OCM Principal Opportunities Fund I, L.ROCM Principal Opportunities Fund |
L.P., POF Spirit Foreign Holdings, LLC, and certather investors, filed as Exhibit 4.2 to the Compsa Form S-1
Registration Statement (No. 333-169474), is heiebgrporated by reference.

Amendment to Second Amended and Restated InvegibtRAgreement, dated as of July 20, 2010, byaandng Spirit
Airlines, Inc., Indigo Florida, L.P., Indigo Miram&LC, OCM Spirit Holdings, LLC, OCM Spirit Holdirgll, LLC, OCM
Spirit Holdings Ill, LLC, OCM Spirit Holdings I1I-ALLC, OCM Principal Opportunities Fund Il, L.P.GM Principal
Opportunities Fund IlI, L.P., POF Spirit ForeignlHiogs, LLC, and certain other investors, filedeagibit 4.3 to the
Company's Form S-1 Registration Statement (No.1338474), is hereby incorporated by reference.

Second Amendment to Second Amended and RestatesttmRights Agreement, dated as of February 11,200 and
among Spirit Airlines, Inc., Indigo Florida, L.Bndigo Miramar LLC, OCM Spirit Holdings, LLC, OCMg#it Holdings
II, LLC, OCM Spirit Holdings Ill, LLC, OCM Spirit kldings IlI-A, LLC, OCM Principal Opportunities Fdnl, L.P.,
OCM Principal Opportunities Fund 1ll, L.P., POF 8poreign Holdings, LLC, and certain other invast filed as
Exhibit 4.1 to the Company's Amendment No. 4 tonkF&-1 Registration Statement (No. 333-169474)eiglhy
incorporated by reference.

Third Amendment to Second Amended and Restategtov®ights Agreement, dated as of May 25, 201%grryamong
Spirit Airlines, Inc., Indigo Florida, L.P., Indigdiramar LLC, OCM Spirit Holdings, LLC, OCM Spirtioldings II, LLC,
OCM Spirit Holdings Ill, LLC, OCM Spirit HoldingslI-A, LLC, OCM Principal Opportunities Fund Il, L. POCM
Principal Opportunities Fund Ill, L.P., POF Spkitreign Holdings, LLC, and certain other investdited as Exhibit 10.2
to the Company's Current Report on Form 8-K datedk X, 2011, is hereby incorporated by reference.

Fourth Amendment to Second Amended and RestatedtiovRights Agreement, dated as of January 12,281and
among Spirit Airlines, Inc., Indigo Florida, L.Pndigo Miramar LLC, OCM Spirit Holdings, LLC, OCMit Holdings
II, LLC, OCM Spirit Holdings lll, LLC, OCM Spirit kbldings IlI-A, LLC, OCM Principal Opportunities Fdnl, L.P.,
OCM Principal Opportunities Fund 1ll, L.P., POF 8poreign Holdings, LLC, and certain other invast filed as
Exhibit 4.1 to the Company's Current Report on F8rk dated January 13, 2012, is hereby incorporbyetference.

V2500 General Terms of Sale, dated as of Marcl®Q52between Spirit Airlines, Inc. and IAE Interioatl Aero Engines
AG, as supplemented by Side Letter No. 1 dated &acch 1, 2005, Side Letter No. 2 dated as of Makc2005, Side
Letter No. 3 dated as of March 1, 2005, Side Ldtier4 dated as of March 1, 2005, and Side Letterf\dated as of Apr
11, 2005, filed as Exhibit 10.1 to the Company'seflwiment No. 4 to Form S-1 Registration Statemeat 883-169474),
is hereby incorporated by reference.

Fleet Hour Agreement, dated as of April 11, 20@8ween Spirit Airlines, Inc. and IAE Internatioméro Engines AG, as
supplemented by Side Letter No. 1 dated as of Adrjl2005, Side Letter No. 2 dated June 6, 200t Bétter No. 3 dated
June 6, 2006, Side Letter No. 4 dated June 6, 2806, Letter No. 5 dated February 4, 2009 (as aetthgt Amendment
No. 1 to Side Letter No. 5 dated March 6, 2009 dfias Exhibit 10.2 to the Company's AmendmentNw. Form S-1
Registration Statement (No. 333-169474), is heiebgrporated by reference.

Hosted Services Agreement, dated as of Februar®®,, between Spirit Airlines, Inc. and Navitdine., as amended by
Amendment No. 1 dated as of October 23, 2007, Amamd No. 2 dated as of May 15, 2008, Amendmenta\ttated as
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filed as Exhibit 10.3 to the Company's Amendment Hto Form S-1 Registration Statement (No. 3334789, is hereby
incorporated by reference.
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Signatory Agreement, dated as of May 21, 2009, betwSpirit Airlines, Inc. and U.S. Bank Nationalsasiation, as
amended by First Amendment dated January 18, 2id@ as Exhibit 10.4 to the Company's Amendment Ao Form S-
1 Registration Statement (No. 333-169474), is henmetorporated by reference.

Offer Letter, dated August 11, 2005, between Spiitines, Inc. and Tony Lefebvre, filed as Exhiaid.5 to the
Company's Amendment No. 3 to Form S-1 Registraé@itmtement (No. 333-169474), is hereby incorporbteceference.

Terms and Conditions for Worldwide Acceptance ef A&merican Express Card by Airlines, dated Septemb£998,
between Spirit Airlines, Inc. and American Expré&savel Related Services Company, Inc., as ameraeaaidy 1, 2003
and August 28, 2003, filed as Exhibit 10.6 to tfempany's Amendment No. 4 to Form S-1 Registratiatefent (No.
333-169474), is hereby incorporated by reference.

Professional Services Agreement, dated as of Byl2006, between Spirit Airlines, Inc. and IndigartPers LLC, filed as
Exhibit 10.7 to the Company's Amendment No. 3 to8-1 Registration Statement (No. 333-16947M)eieby
incorporated by reference.

Termination Agreement, dated as of June 1, 2015noybetween Spirit Airlines, Inc. and Indigo ParsLLC, filed as
Exhibit 10.3 to the Company's Current Report omi8¢K dated June 1, 2011, is hereby incorporatecefarence.

Stockholders Voting Agreement, by and among SAiriines, Inc., OCM Spirit Holdings, LLC, OCM SpirHoldings I,
LLC, OCM Spirit Holdings I1I, LLC, OCM Spirit Holdigs IlI-A, LLC, OCM Principal Opportunities Fund LL.P., OCM
Principal Opportunities Fund Ill, L.P., POF Spkitreign Holdings, LLC, Indigo Florida L.P. and IgdiMiramar LLC,
filed as Exhibit 10.9 to the Company's Form S-1iBegtion Statement (No. 333-178336), is herebgiiporated by
reference.

Recapitalization Agreement, dated as of Septembe2d10, by and among Spirit Airlines, Inc., PORriBporeign
Holdings, LLC, OCM Spirit Holdings, LLC, OCM Spirtdoldings II, LLC, OCM Principal Opportunities Futid L.P.,
OCM Principal Opportunities Fund Ill, L.P., OCM #pHoldings Ill, LLC, OCM Spirit Holdings IlI-A, LLC, Highfields
Capital | LP, Highfields Capital Il LP; SAHC Holdys LLC, Indigo Florida L.P., Indigo Miramar LLC,digo Partners
LLC, Jacob Schorr, Julianne B. Schorr, The Davi&e&horr Trust U/T/A dated December 31, 1977, Thealdi. Schorr
Trust U/T/A dated July 1, 1980, The Elliott A. Schdrust U/T/A dated December 31, 1977, The RapBaé&chorr Trust
U/T/A dated December 31, 1977, Taurus InvestmerthBes LLC, Selvin Passen, Nevada Spirit, LLC, Matk Kahan,
filed as Exhibit 10.11 to the Company's Form S-giReation Statement (No. 333-169474), is herelspiiporated by
reference.

Amendment No. 1 to Recapitalization Agreement, date of May 25, 2011, by and among Spirit Airlines,., POF Spirit
Foreign Holdings, LLC, OCM Spirit Holdings, LLC, Q€ Spirit Holdings 1, LLC, OCM Principal Opporturés Fund II,
L.P., OCM Principal Opportunities Fund IIl, L.P.O® Spirit Holdings 11, LLC, OCM Spirit Holdings A, LLC,
Highfields Capital | LP, Highfields Capital Il LEBAHC Holdings LLC, Indigo Florida L.P., Indigo Minzar LLC, Indigo
Partners LLC, Jacob Schorr, Julianne B. Schorr,0é&ed B. Schorr Trust U/T/A dated December 31,7,9he Dina L.
Schorr Trust U/T/A dated July 1, 1980, The ElliattSchorr Trust U/T/A dated December 31, 1977, Raphael A.
Schorr Trust U/T/A dated December 31, 1977, Tatmusstment Partners LLC, Selvin Passen, Nevadat 3di)C, and
Mark Kahan, filed as Exhibit 10.1 to the Compar@tsrent Report on Form 8-K dated June 1, 2011eislhy
incorporated by reference.

Letter Agreement, dated as of December 12, 2008gerbg Spirit Airlines, Inc. in favor of Indigo Péici Partners L.P.,
Long Bar Miramar LLC, OCM Principal Opportunitiesiid 11, L.P., OCM Principal Opportunities Fund IL.P.,
Highfields Capital | LP, Highfields Capital Il LRnd SAHC Holdings LLC, filed as Exhibit 10.11 tet@ompany's
Amendment No. 4 to Form S-1 Registration Staten(idat 333-169474), is hereby incorporated by refeeen

Tax Receivable Agreement, dated as of June 1, B8titeen Spirit Airlines, Inc., Indigo Pacific Pata LLC, and OCM
FIE, LLC, filed as Exhibit 10.12 to the Companytsfs S-1 Registration Statement (No. 333-17833@)eigby
incorporated by reference.

Lease, dated as of June 17, 1999, between Sunbewetdpment Corporation and Spirit Airlines, Inc,aanended by
Lease Modification and Contraction Agreement dagadf May 7, 2009, filed as Exhibit 10.13 to thex@pany's
Amendment No. 4 to Form S-1 Registration Statenfidat 333-169474), is hereby incorporated by refegen
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Airline-Airport Lease and Use Agreement, datedfa&ugust 17, 1999, between Broward County and Sairlines, Inc.,
as supplemented by Addendum dated August 17, T®8®as Exhibit 10.14 to the Company's Amendmeot Blto Form
S-1 Registration Statement (No. 333-169474), islweincorporated by reference.

Airbus A320 Family Purchase Agreement, dated ddaf 5, 2004, between AVSA, S.A.R.L. and Spirit Aids, Inc.; as
amended by Amendment No. 1 dated as of Decemb&0®4, Amendment No. 2 dated as of April 15, 200%Bendment
No. 3 dated as of June 30, 2005, Amendment Notetldss of October 27, 2006 (as amended by Lettezefgent No. 1,
dated as of October 27, 2006, to Amendment No.ddLatter Agreement No. 2, dated as of October RB62to
Amendment No. 4), Amendment No. 5 dated as of M&r&007, Amendment No. 6 dated as of March 277200
Amendment No. 7 dated as of June 26, 2007 (as asdendLetter Agreement No. 1, dated as of Jun@Q@@7, to
Amendment No. 7), Amendment No. 8 dated as of Falgrd, 2008, Amendment No. 9 dated as of June @8 2as
amended by Letter Agreement No. 1, dated as of 24n2008, to Amendment No. 9) and Amendment Naddted July
17, 2009 (as amended by Letter Agreement No. &ddad of July 17, 2009, to Amendment No. 10); anslugpplemented
by Letter Agreement No. 1 dated as of May 5, 20@4ter Agreement No. 2 dated as of May 5, 2004tdrétgreement
No. 3 dated as of May 5, 2004, Letter AgreementNdated as of May 5, 2004, Letter Agreement Nadated as of May
5, 2004, Letter Agreement No. 6 dated as of Ma3(0B4, Letter Agreement No. 7 dated as of May 5420@tter
Agreement No. 8 dated as of May 5, 2004, Lettereggrent No. 9 dated as of May 5, 2004, Letter AgezgriNo. 10
dated as of May 5, 2004 and Letter Agreement Naldt&d as of May 5, 2004, filed as Exhibit 10.15h® Company's
Amendment No. 4 to Form S-1 Registration Statenfidat 333-169474), is hereby incorporated by refegen

Spirit Airlines, Inc. Executive Severance Plaredilas Exhibit 10.16 to the Company's AmendmentNo.Form S-1
Registration Statement (No. 333-169474), is heiebgrporated by reference.

Amended and Restated Spirit Airlines, Inc. 2005cBtmcentive Plan and related documents, filed>dstit 10.17 to the
Company's Amendment No. 3 to Form S-1 Registrafimtement (No. 333-169474), is hereby incorporhteteference.

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

Employment Agreement, dated as of January 24, 28i%een Spirit Airlines, Inc. and B. Ben Baldarfdad as Exhibit
10.19 to the Company's Amendment No. 3 to FormR&distration Statement (No. 333-169474), is hersbgrporated
by reference.

Offer Letter, dated December 11, 2006, betweenit3gitines, Inc. and David Lancelot, filed as Ekiti10.20 to the
Company's Amendment No. 3 to Form S-1 Registrafitmtement (No. 333-169474), is hereby incorporhteteference.

Offer Letter, dated January 27, 2005, between tShirlines, Inc. and Barry Biffle, filed as Exhibit0.21 to the Company's
Amendment No. 3 to Form S-1 Registration Statenfidat 333-169474), is hereby incorporated by refegen

Offer Letter, dated September 10, 2007, betweerit$ilines, Inc. and Thomas Canfield, filed asHihit 10.22 to the
Company's Amendment No. 3 to Form S-1 Registra®itatement (No. 333-169474), is hereby incorporbteceference.

Offer Letter, dated November 21, 2009, betweenitSpirines, Inc. and Kenneth McKenzie, filed astiit 10.23 to the
Company's Amendment No. 3 to Form S-1 Registrafimtement (No. 333-169474), is hereby incorporhteteference.

Form of Indemnification Agreement between Spiritlidies, Inc. and its directors and executive officdiled as Exhibit
10.24 to the Company's Amendment No. 3 to FormR&distration Statement (No. 333-169474), is hemebgrporated
by reference.

Reimbursement Agreement, dated as of July 12, 2806ng Spirit Airlines, Inc., Spirit Aviation Sepés, LLC and
Goldman Sachs Credit Partners, L.P., as amendé&itftyAmendment dated July 13, 2006, Second Amentategted
December 12, 2008, Third Amendment dated May 2@92Bourth Amendment dated September 30, 2010 difd F
Amendment dated April 29, 2011, filed as ExhibitZBto the Company's Amendment No. 7 to Form S-diskation
Statement (No. 333-169474), is hereby incorporbteceference.

Form of Stock Option Grant Notice and Stock Opt#greement for Awards under the Spirit Airlines, 12011 Equity
Incentive Award Plan, filed as Exhibit 10.3 to thempany's Form S-8 Registration Statement (No.133812), is hereby
incorporated by reference.
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101.SCH***
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101.DEF***
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Form of Restricted Stock Unit Award Grant Noticel &estricted Stock Unit Award Agreement under tpgiSAirlines,
Inc. 2011 Equity Incentive Award Plan, filed as ibith10.4 to the Company's Form S-8 RegistraticateShent (No. 333-
174812), 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, and American Express Travel Related Servicespgany, Inc., filed
as Exhibit 10.1 to the Company's Form 10-Q datéd 28, 2011, is hereby incorporated by reference.

Second Amendment to Signatory Agreement, effe@s/ef September 6, 2011, by and between the Congah).S.
Bank, National Association, filed as Exhibit 10clthe Company's Form 10-Q/A dated December 22, 28 Ttereby
incorporated by reference.

Stock Distribution Agreement, dated December 7,120% and among Spirit Airlines, Inc., Indigo MiramLLC, Nilchii
LLC, Mesa Air Group, Inc., Anchorage llliquid Opponities Offshore Master Fund, L.P., Anchorageyllid
Opportunities Offshore Master Fund Il, L.P. and Paestment Partners, L.P., filed as Exhibit 1a@#he Company's
Amendment No.1 to Form S-1 Registration Statemidot 833-178336), is hereby incorporated by refezenc

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{fe&al successor to AVSA S.A.R.L.), as amended &tyelr
Agreement No. 1 dated as of December 29, 2011et Agreement No. 2 dated as of December 29, 204ttel.
Agreement No. 3 dated as of December 29, 2011et Agreement No. 4 dated as of December 29, 204ttel.
Agreement No. 5 dated as of December 29, 2011et Ajreement No. 6 dated as of December 29, 20dttel
Agreement No. 7 dated as of December 29, 2011 attdi Agreement No. 8 dated as of December 29,,704d as
Exhibit 10.1 to the Company's Form 8-K dated JanbaR012, is hereby incorporated by reference.

Side Letter No. 6 to the Fleet Hour Agreement, didtarch 10, 2011 (as amended by Amendment No Side Letter No.
6, effective as of January 31, 2012), by and betv&arit Airlines, Inc. and IAE International AeEngines AG.

Code of Business Conduct and Ethics, filed as Exh#h1 to the Company's Form S-1 Registrationedtant (No. 333-
178336), is hereby incorporated by reference.

List of subsidiaries.

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

Certification of the Chief Executive Officer puiant to Section 302 of the Sarbanes-Oxley Ac0OR2
Certification of the Chief Financial Officer mwant to Section 302 of the Sarbanes-Oxley Ac06R2
Certifications pursuant to 18 U.S.C. Section@, 3% adopted pursuant to Section 906 of the Sesb@xley Act of 2002.
XBRL Instance Document.

XBRL Taxonomy Extension Schema Document.

XBRL Taxonomy Extension Calculation LinkbasedDment.

XBRL Taxonomy Extension Definition Linkbase Dmaent.

XBRL Taxonomy Extension Label Linkbase Document

XBRL Taxonomy Extension Presentation Linkbage@ment.
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Confidential treatment granted for certain pors of this Exhibit pursuant to Rule 406 under3eeurities Act or Rule 24b-2 under the
Exchange Act, which portions are omitted and féegarately with the Securities and Exchange Coniwniss

Confidential treatment has been requestedddigns of this Exhibit. The copy filed herewith @sthe information subject to the
confidentiality request. A complete version of taiibit has been filed separately with the Seimsriand Exchange Commission.

All schedules to this Exhibit are not materiatidnave been omitted in reliance on Item 601(b){Regulation S-K. The registrant
agrees to furnish supplementally a copy of any teaischedule to the Securities and Exchange Coriamigpon request.

Indicates a management contract or compensptanyor arrangement.

Exhibits 32.1 and 32.2 are being furnished and stwdlbe deemed to be “filed” for purposes of Smttl8 of the Securities Exchange
Act of 1934, as amended (the “Exchange Act”), tieotvise subject to the liability of that sectiony shall such exhibits be deemed to
be incorporated by reference in any registratiatestent or other document filed under the Secariiet of 1933, as amended, or the
Exchange Act, except as otherwise specificallyestat such filing.

XBRL (Extensible Business Reporting Languageformation is furnished and not filed or a parteofegistration statement or
prospectus for purposes of Sections 11 or 12 oS#wurities Act of 1933, as amended, is deemedlladtfor purposes of Section 18 of
the Securities Exchange Act of 1934, as amendetlisamot otherwise subject to liability under th&stions.
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IAE PROPRIETARY INFORMATION

Exhibit 10.33

IAE International Aero Engines AG
400 Main Street
East Hartford, CT 06108 USA

March 10, 2011

Mr. David Bradford

Vice President and Controller
Spirit Airlines

2800 Executive Way
Miramar, FL 33025

Subject:

Side Letter Agreement No. 6 to the V2500- A5 Fleet Hour Agreement between IAE International
Aero Engines AG and Spirit Airlines, Inc. dated Apr il 11, 2005

Ladies and Gentlemen:

We refer to the Fleet Hour Agreement dated April 11, 2005 between IAE International Aero Engines AG (“ IAE ") and
Spirit Airlines, Inc. (* Spirit ), as amended from time to time, such contract being hereinafter referred to as the "
Contract. " Unless expressly stated to the contrary, capitalized terms used in this Side Letter Agreement No. 6 (“ SLA 6
") shall have the same meaning given to them in the Contract.

WHEREAS,
D)
i)
iii)
iv)

1.
11
1.2
1.3

Spirit and IAE are in discussions to restructure the Contract, from a fifteen year period of cover to a *****
period of cover (“ Restructured FHA ™);
The amounts invoiced by IAE to Spirit for Restoration Shop Visits under the Restructured FHA may differ
from the amounts invoiced under the Contract;
Spirit has requested and IAE has agreed to reconcile the invoiced amounts for Restoration Shop Visits
under the Contract to the amounts that would have been invoiced under the Restructured FHA in
accordance with terms herein; and
Spirit and IAE (collectively, the “ Parties " and each a “ Party ") hereby agree to the terms set forth below
in order to memorialize this agreement.

Reconciliation of Restoration Shop Visit Invoices

Subject to the Parties executing the Restructured FHA no later than the 31 * of May 2011, the Parties

agree to reconcile the difference between the invoiced amounts for Restoration Shop Visits under the

Contract (the “ Contract Amounts ") and the amounts that would have been invoiced using the

Restoration Shop Visit invoicing methodology as agreed in the Restructured FHA (the “ Restructured

FHA Amounts ") for the Restoration Shop Visits listed in Appendix A hereto (the “ Reconciliation Shop

Visits ).

For each Reconciliation Shop Visit, if the Contract Amount is greater than the Restructured FHA Amount,

then IAE will issue a credit to Spirit for the difference between such amounts (each a “ Reconciliation

Shop Visit Credit ).

1.2.1 Reconciliation Shop Visit Credits, if any, will be issued to Spirit within ***** of Spirit and IAE
executing the Restructured FHA.

1.2.2 Reconciliation Shop Visit Credits may be used to offset Restoration Shop Visit invoices under the
Restructured FHA or toward the purchase of V2500 parts or tooling, as may be selected by Spirit
in its sole discretion.

For each Reconciliation Shop Visit, if the Restructured FHA Amount is greater than the

****Confidential portions of the material have been omitted and filed separately with the Securities and Exchange Commission.
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Contract Amount, then Spirit will make a payment to IAE for the difference between such amounts (each

a “ Reconciliation Shop Visit Payment ").

1.3.1 Reconciliation Shop Visit Payments, if any, will be made by Spirit to IAE in good funds within *****
of Spirit and IAE executing the Restructured FHA.

1.4 If after the date of this SLA 6, but before the execution of the Restructured FHA, Restoration Shop Visits
are performed on other Eligible Engines under the Contract, each such Restoration Shop Visit shall be
considered a Reconciliation Shop Visit and shall be eligible for reconciliation in accordance with Clause
1.2 or Clause 1.3 above, as applicable.

1.5 For the avoidance of doubt, the following may not be considered Reconciliation Shop Visits:

151 Miscellaneous Shop Visits;
1.5.2 Restoration Shop Visits for SL2 Eligible Engines or SL3 Eligible Engines;
1.5.3 shop visits caused by non-negligent FOD; and
1.5.4 shop visits invoiced as Excess Work.
2. Miscellaneous

2.1 Except as expressly amended by this SLA 6, all provisions of the Contract and any other agreements
existing between IAE and Spirit remain in full force and effect and this SLA 6 shall be construed and
considered as an integral part of the agreements.

2.2 This SLA 6 is valid for execution until February 28, 2011, and it shall have no force and effect unless
signed by both parties on or before that date.

2.3 This SLA 6 shall be construed, performed and enforced in accordance with Connecticut law, even if
applicable conflict of laws rules would require application of other laws. In addition, for disputes relating
to or arising out of this SLA 6 and the Contract, Spirit hereby consents to personal jurisdiction in the
federal and state courts of Connecticut and Spirit waives any arguments or defenses related to personal
jurisdiction and the propriety of venue in Connecticut.

Very truly yours, Agreed to and accepted on behalf of
IAE International Aero Engines AG Spirit Airlines, Inc.

/s/ Debarshi Mandal /s/ David Bradford _

Name Name

Commercial Manager VP Treasurer

Title Title

3/24/11 3/23/11

Date Date

*****Confidential portions of the material have been omitted and filed separately with the Securities and Exchange Commission.
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Reconciliation Shop Visits

Appendix A

ESN Induction Date Invoice Dates* Invoice Number Invoice Amount Contract Amount

V11929 05-Feb-2009 26-Jan-2009 FHAI 0902-1 bl kAo
03-Apr-2009 FHAI 0903-79 ko

V11931  15-Apr-2009 16-Apr-2009 FHAI0905-18 ko kkdok
31-Aug-2009 FHAI 0908-63 bl

V11893  05-Sep-2009 30-Jul-2009 FHAI INO0O0000248 ***=** ok

V12070  15-Nov-2010 15-Nov-2010 FHAI INOOO0OQ1163 **xx** kkdok
TBD TBD bl

V12442  04-Feb-2011 02-Feb-2011 FHAI INOO00Q1449 *x*¥*x ok
TBD TBD ko

* Per Side Letter No. 5 to the Contract, Contrachdunts were invoiced *****,

*xxxConfidential portions of the material have been omitted and filed separately with the Securities and Exchange Commission.
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IAE International Aero Engines AG
628 Hebron Avenue, Suite 400
Glastonbury, CT 06033 USA

December 21, 2011

Mr. David Lancelot
Chief Financial Officer
Spirit Airlines

2800 Executive Way
Miramar, FL 33025

Subject: Amendment No. 1 to Side Letter Agreement No. 6tot he V2500-A5 Fleet Hour Agreement between
IAE International Aero Engines AG and Spirit Airlin  es, Inc. dated April 11, 2005 (* Amendment No.
L!l)

Ladies and Gentlemen:

We refer to the Fleet Hour Agreement dated April 11, 2005 between IAE International Aero Engines AG (* IAE ") and
Spirit Airlines, Inc. (* Spirit "), as amended from time to time, such contract being hereinafter referred to as the "
Contract. " Unless expressly stated to the contrary, capitalized terms used in this Amendment No. 1 shall have the
same meaning given to them in the Contract.

This Amendment No. 1 amends Clauses 1.1, 1.2.1, 1.4, and Appendix 1 of Side Letter Agreement No. 6 (“ SLA 6 ") with
respect to the Reconciliation Shop Visits. Capitalized terms used herein that are not otherwise defined shall have the
same meaning given to them in SLA 6. In the event of a conflict between the terms and provisions of this Amendment
No. 1 and those of SLA 6, this Amendment No. 1 shall govern.

1. Amendment to Clause 1.1 of SLA 6
Clause 1.1 of SLA 6 is deleted in its entirety and replaced with the following:

“1.1  Subiject to IAE receiving Spirit's Board of Directors' written approval of the signed Side Letter No. 7 to the
signed V2500 Propulsion System and FHA Proposal dated October 27, 2006 between IAE and Spirit, as
amended from time to time, such proposal being hereinafter referred to as the " Proposal ", by January
31, 2012, the Parties agree to reconcile the difference between the invoiced amounts for Restoration
Shop Visits under the Contract (the “ Contract Amounts ") and the amounts that would have been
invoiced using the Restoration Shop Visit invoicing methodology as agreed in the Restructured FHA (the
“ Restructured FHA Amounts ") for the Restoration Shop Visits listed in Appendix A hereto (the *
Reconciliation Shop Visits ").”

2. Amendment to Clause 1.2.1 of SLA 6
Clause 1.2.1 of SLA 6 is deleted in its entirety and replaced with the following:

“1.2.1 **** of Reconciliation Shop Visit Credits, if any, will be issued to Spirit in ***** and the remaining ***** of
Reconciliation Shop Visit Credits will be issued to Spirit in ***** "

3. Amendment to Clause 1.4 of SLA 6
Clause 1.4 of SLA 6 is deleted in its entirety.

4. Amendment to Appendix A of SLA 6

*xxxConfidential portions of the material have been omitted and filed separately with the Securities and Exchange Commission.
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The Parties agree that Appendix A to SLA 6, Reconciliation Shop Visits , is hereby deleted in its entirety and
replaced with the revised Appendix A attached as Appendix 1 hereto.

5. Miscellaneous

5.1 Except as expressly amended by this Amendment No. 1, all provisions of the Contract and any other
agreements existing between IAE and Spirit remain in full force and effect and this Amendment No. 1
shall be construed and considered as an integral part of the agreements.

5.2 This Amendment No. 1 is valid for execution until December 23, 2011, and it shall have no force and
effect unless signed by both parties on or before that date.

5.3 This Amendment No. 1 shall be construed, performed and enforced in accordance with Connecticut law,
even if applicable conflict of laws rules would require application of other laws. In addition, for disputes
relating to or arising out of this Amendment No. 1 and the Contract, Spirit hereby consents to personal
jurisdiction in the federal and state courts of Connecticut and Spirit waives any arguments or defenses
related to personal jurisdiction and the propriety of venue in Connecticut.

Very truly yours, Agreed to and accepted on behalf of
IAE International Aero Engines AG Spirit Airlines, Inc.

/s/ William Gorton /s/ B. Ben Baldanza

Name Name

Commercial Director President & CEO

Title Title

December 22, 2011 12-22-11

Date Date

****Confidential portions of the material have been omitted and filed separately with the Securities and Exchange Commission.
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ATTACHMENT 1

Appendix A

Reconciliation Shop Visits

Reconciliation Shop

ESN Induction Date  Invoice Dates* Contract Amount New FHA Amount Visit Credit

V11929 05-Feb-2009 26-Jan-2009 kA Fkkick Hokkekk
03-Apr-2009

V11931 15-Apr-2009 16-Apr-2009 kA Fckkk kkkk
31-Aug-2009

V11893 05-Sep-2009 30-Jul-2009 bkl ko kdkk

V12070 15-Nov-2010 15-Nov-2010 kA Fkkick Hkkkk
13-Apr-2011

V12442 04-Feb-2011 02-Feb-2011 bl Fkkok kdkk
14-Jun-2011

V12072 04-Jul-2011 15-Nov-2010 kA Fkkick kkkk
30-Jun-2011

V11946 09-Jun-2011 02-Feb-2011 kA Fkkick kkkk
31-Aug-2011

V11950 12-Aug-2011 15-Nov-2010 bkl Fkkok kdkk

V11942 15-Aug-2011 02-Feb-2011 bl Fhdkok kdkk

Total

*kkkk

****Confidential portions of the material have been omitted and filed separately with the Securities and Exchange Commission.



Exhibit 21.1

Subsidiary of Spirit Airlines, Inc.

Spirit Aviation Services LLC, a Michigan limitedalbility company



Exhibit 23.1

Consent of Independent Registered Public Accountingirm

We consent to the incorporation by reference inRbgistration Statement (Form S-8 N0.333-17481&ppeng to the
Amended and Restated 2005 Incentive Stock Plarren@011 Equity Incentive Award Plan of Spirit Aues, Inc. of
our report dated February 22, 2012, with respettiedinancial statements of Spirit Airlines, Imecluded in this
Annual Report (Form 10-K) for the year ended Decendi, 2011.

/s/IErnst & Young LLP
Certified Public Accountants

Miami, Florida
February 22, 2012



Exhibit 31.1
CERTIFICATION
I, B. Ben Baldanza, President and Chief Executiffec€ of Spirit Airlines, Inc., certify that:
1. I have reviewed this annual report on Form 1fa#the year ended December 31, 2011, of Spirilifés, Inc. (the "Registrant");

2. Based on my knowledge, this report does notadorny untrue statement of a material fact or aonditate a material fact necessary to make tiensents
made, in light of the circumstances under whicthsstatements were made, not misleading with regpebe period covered by this report;

3. Based on my knowledge, the financial statememd,other financial information included in théport, fairly present in all material respectsfihancial
condition, results of operations and cash flowthefRegistrant as of, and for, the periods presentéhis report;

4. The Registrant's other certifying officer aratté responsible for establishing and maintainisgldsure controls and procedures (as defined ilm&ge Act
Rules 13a-15(e) and 15d-15(e)) and internal coowet financial reporting (as described in ExchaAgeRules 13a-15(f) and 15d-15(f)) for the Registrand
have:

a) designed such disclosure controls and procedoresused such disclosure controls and procedaones designed under our supervision, to ensure
that material information relating to the Registramcluding its consolidated subsidiaries, is mkdewn to us by others within those entities,
particularly during the period in which this reprteing prepared;

b) [Paragraph omitted pursuant to SEC Release 388238 and 34-47986];

c¢) evaluated the effectiveness of the Registrdigtdosure controls and procedures and presentidsineport our conclusions about the effective
of the disclosure controls and procedures, aseéttd of the period covered by this report baseslich evaluation; and

d) disclosed in this report any change in the Remi's internal control over financial reportitgt occurred during the Registrant's most recsnoél
quarter (the Registrant's fourth fiscal quartethie case of an annual report) that has materiffibgt@d, or is reasonably likely to materially affethe
Registrant's internal control over financial repayt and

5. The Registrant's other certifying officer anttalve disclosed, based on our most recent evaluatimorternal control over financial reporting, teet
Registrant's auditors and the audit committee ®RBgistrant's board of directors (or persons pmifg the equivalent functions):

a) all significant deficiencies and material weadses in the design or operation of internal corttvelr financial reporting which are reasonably Iij
to adversely affect the Registrant's ability toorelc process, summarize and report financial infgiom; and

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

financial reporting.

Date: February 22, 2012 /s/ B. Ben Baldanza
B. Ben Baldanza

President and Chief Executive Officer



Exhibit 31.2
CERTIFICATION
I, David Lancelot, Senior Vice President and Clrigfancial Officer of Spirit Airlines, Inc., certifihat:
1. I have reviewed this annual report on Form 1fa#the year ended December 31, 2011, of Spirilifés, Inc. (the "Registrant");

2. Based on my knowledge, this report does notadorny untrue statement of a material fact or aonditate a material fact necessary to make tiensents
made, in light of the circumstances under whicthsstatements were made, not misleading with regpebe period covered by this report;

3. Based on my knowledge, the financial statememtd,other financial information included in théport, fairly present in all material respectsfihancial
condition, results of operations and cash flowthefRegistrant as of, and for, the periods presentéhis report;

4. The Registrant's other certifying officer aratté responsible for establishing and maintainisgldsure controls and procedures (as defined ilm&ge Act
Rules 13a-15(e) and 15d-15(e)) and internal coowet financial reporting (as described in ExchaAgeRules 13a-15(f) and 15d-15(f)) for the Registrand
have:

a) designed such disclosure controls and procedoresused such disclosure controls and procedaones designed under our supervision, to ensure
that material information relating to the Registramcluding its consolidated subsidiaries, is mkdewn to us by others within those entities,
particularly during the period in which this reprteing prepared;

b) [Paragraph omitted pursuant to SEC Release 388238 and 34-47986];

c¢) evaluated the effectiveness of the Registrdigtdosure controls and procedures and presentidsineport our conclusions about the effective
of the disclosure controls and procedures, aseéttd of the period covered by this report baseslich evaluation; and

d) disclosed in this report any change in the Remi's internal control over financial reportitgt occurred during the Compasyhost recent fisci
quarter (the Registrant's fourth fiscal quartethie case of an annual report) that has materiffibgt@d, or is reasonably likely to materially affethe
Registrant's internal control over financial repayt and

5. The Registrant's other certifying officer anttalve disclosed, based on our most recent evaluatimorternal control over financial reporting, teet
Registrant's auditors and the audit committee ®RBgistrant's board of directors (or persons pmifg the equivalent functions):

a) all significant deficiencies and material weadses in the design or operation of internal corttvelr financial reporting which are reasonably Iij
to adversely affect the Registrant's ability toorelc process, summarize and report financial infgiom; and

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

financial reporting.

Date: February 22, 2012 /s/ David Lancelot
David Lancelot

Senior Vice President and
Chief Financial Officer



Exhibit 32.1

Certifications Pursuant to 18 U.S.C. 8 1350 As Addped Pursuant to Section 906 of the Sarbanes-OxleycAof 2002

Pursuant to 18 U.S.C. 8§ 1350, adopted pursuargéc¢td® 906 of the Sarbanes-Oxley Act of 2002, theéeusigned officer of Spirit Airlines, Inc. (the
“Company”) hereby certifies, to such officer’s knledge, that:

(i) the Yearly Report on Form 10-K of the Company fa year ended December 31, 2011 (the "Report"Lartiplies with the requirements
of Section 13(a) or Section 15(d), as applicabi¢he Securities Exchange Act of 1934, as amenaled);

(ii.) the information contained in the Report fairly et in all material respects, the financial caoditand results of operations of the
Company.
Date: February 22, 2012 /s/ B. Ben Baldanza

B. Ben Baldanza
President and Chief Executive Officer

Date: February 22, 2012 /s/ David Lancelot

David Lancelot
Senior Vice President and
Chief Financial Officer



