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FRONTIER GROUP HOLDINGS, INC.
Condensed Consolidated Balance Sheets
(unaudited, in millions, except for share and per share data)
March 31, 2021
Assets
Cash and cash equivalents
Accounts receivable, net
Supplies, net
Other current assets
Total current assets
Property and equipment, net
Operating lease right-of-use assets
Pre-delivery deposits for flight equipment
Aircraft maintenance deposits
Intangible assets, net
Other assets
Total assets

$

$

Liabilities and stockholders’ equity
Accounts payable
Air traffic liability
Frequent flyer liability
Current maturities of long-term debt, net
Current maturities of operating leases
Other current liabilities
Total current liabilities
Long-term debt, net
Long-term operating leases
Long-term frequent flyer liability
Other long-term liabilities
Total liabilities
Commitments and contingencies (Note 10)
Stockholders’ equity:
Common stock, no par value, stated value of $0.001 per share, with 200,416,799 and 199,438,098 shares
issued and outstanding as of March 31, 2021 and December 31, 2020, respectively
Additional paid-in capital
Retained earnings
Accumulated other comprehensive income (loss)
Total stockholders’ equity
Total liabilities and stockholders’ equity

$

$

See Notes to Condensed Consolidated Financial Statements
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December 31, 2020
429
48
20
223
720
177
2,292
212
86
29
164
3,680

$

79
230
12
110
423
369
1,223
242
1,881
50
65
3,461

$

71
135
13
101
416
267
1,003
247
1,848
50
96
3,244

—
60
170
(11)
219
3,680 $

—
60
261
(11)
310
3,554

$

378
28
18
226
650
176
2,250
224
82
29
143
3,554

FRONTIER GROUP HOLDINGS, INC.
Condensed Consolidated Statements of Operations
(unaudited, in millions, except for per share data)
Three Months Ended March 31,
2021
2020
Operating revenues:
Passenger
Other
Total operating revenues
Operating expenses:
Aircraft fuel
Salaries, wages and benefits
Aircraft rent
Station operations
Sales and marketing
Maintenance materials and repairs
Depreciation and amortization
CARES Act credits
Other operating
Total operating expenses
Operating income (loss)
Other income (expense):
Interest expense
Capitalized interest
Interest income and other
Total other income (expense)
Income (loss) before income taxes
Income tax expense (benefit)
Net income (loss)

$

Earnings (loss) per share:
Basic
Diluted

$

528
16
544

84
139
138
70
17
26
8
(136)
17
363
(92)

204
148
103
96
30
26
8
—
35
650
(106)

$

(22)
1
—
(21)
(113)
(22)
(91) $

(2)
2
3
3
(103)
(39)
(64)

$
$

(0.46) $
(0.46) $

(0.32)
(0.32)

See Notes to Condensed Consolidated Financial Statements
3

262
9
271

FRONTIER GROUP HOLDINGS, INC.
Condensed Consolidated Statements of Comprehensive Income (Loss)
(unaudited, in millions)

Net income (loss)
Unrealized losses from cash flow hedges net of adjustment for de-designation of fuel hedges, net of deferred
tax benefit/(expense) of $11 million during the three months ended March 31, 2020 (Note 5)
Other comprehensive income (loss)

$

Comprehensive income (loss)

$

See Notes to Condensed Consolidated Financial Statements
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Three Months Ended March 31,
2021
2020
(91) $
—
—
(91) $

(64)
(26)
(26)
(90)

FRONTIER GROUP HOLDINGS, INC.
Condensed Consolidated Statements of Cash Flows
(unaudited, in millions)
Three Months Ended March 31,
2021
2020
sh flows from operating activities:
Net income (loss)
Deferred income taxes
Depreciation and amortization
Gains recognized on sale-leaseback transactions
Warrant liability unrealized loss
tock-based compensation
osses from de-designated derivative positions
Cash flows from derivative instruments, net
Cash flows from operating leases
Changes in operating assets and liabilities:
Accounts receivable
Supplies and other current assets
Aircraft maintenance deposits
Other long-term assets
Accounts payable
Air traffic liability
Other liabilities
Cash provided by (used in) operating activities
sh flows from investing activities:
Capital expenditures
re-delivery deposits for flight equipment, net of refunds
Other
Cash provided by (used in) investing activities
sh flows from financing activities:
roceeds from issuance of debt
rincipal repayments on debt
roceeds from sale-leaseback transactions
Minimum tax withholdings on share-based awards
Cash provided by financing activities
t increase (decrease) in cash, cash equivalents and restricted cash
sh, cash equivalents and restricted cash, beginning of period

$

$

sh, cash equivalents and restricted cash, end of period

See Notes to Condensed Consolidated Financial Statements
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(91)
$
(22)
8
(15)
20
3
—
—
—

(64)
(36)
8
(17)
—
2
56
(42)
17

(20)
(13)
(4)
(8)
6
95
71
30

31
(11)
(5)
(7)
4
25
(141)
(180)

(3)
12
(2)
7

(2)
(9)
—
(11)

26
(22)
13
(3)
14
51
378
429
$

56
(43)
22
—
35
(156)
768
612

FRONTIER GROUP HOLDINGS, INC.
Condensed Consolidated Statements of Stockholders’ Equity
(unaudited, in millions, except for share data)
Additional
paid-in
capital

Common Stock
Shares

Balance at December 31, 2019
Net loss
Unrealized loss from cash flows hedges net of adjustment for
de-designation of fuel hedges, net of tax (Note 5)
Stock-based compensation
Balance at March 31, 2020
Balance at December 31, 2020
Net loss
Shares issued in connection with vesting of restricted stock
units
Shares withheld to cover employee taxes on vested restricted
stock units
Restricted stock unit repurchases
Stock option exercises
Stock-based compensation
Balance at March 31, 2021

199,242,854
—
—
—
199,242,854
199,438,098
—

Amount

$

—
—
—
—
—

$
$

—
—

$

$
$

52
—
—
2
54
60
—

$

$
$

505,438

—

—

(146,490)
(20,368)
640,121
—
200,416,799 $

—
—
—
—
—

(3)
—
—
3
60 $

$

See Notes to Condensed Consolidated Financial Statements
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Accumulated other
comprehensive
income (loss)

Retained
earnings

486 $
(64)

Total

$

542
(64)

$

(26)
—
(22) $

(26)
2
454

261 $
(91)

(11) $
—

310
(91)

—
—
422

—
—
—
—
—
170

4
—

—

$

—
—
—
—
(11) $

—
(3)
—
—
3
219

FRONTIER GROUP HOLDINGS, INC.
Notes to Condensed Consolidated Financial Statements
(unaudited)

1. Summary of Significant Accounting Policies
Basis of Presentation
The condensed consolidated financial statements have been prepared in accordance with the accounting principles generally accepted in the United
States (“GAAP”) and include the accounts of Frontier Group Holdings, Inc. (“FGHI” or the “Company”) and its wholly-owned direct and indirect
subsidiaries, including Frontier Airlines Holdings, Inc. (“FAH”) and Frontier Airlines, Inc. (“Frontier”). All wholly-owned subsidiaries are consolidated,
with all intercompany transactions and balances being eliminated. Prior to December 3, 2013, FAH was a wholly-owned subsidiary of Republic Airways
Holdings, Inc. (“Republic”). On December 3, 2013, FGHI, formerly known as Falcon Acquisition Group, Inc., purchased from Republic all of FAH’s
common stock for $52 million in cash and assumed all of its obligations. As a result of the acquisition, all of FAH’s assets and liabilities were remeasured to
fair value as of the acquisition date.
The Company is headquartered in Denver, Colorado. Frontier is an ultra low-cost, low-fare airline that offers flights throughout the United States and to
select international destinations in the Americas, serving approximately 110 airports.
The Company is managed as a single business unit that primarily provides air transportation for passengers. Management has concluded there is only
one reportable segment.
The accompanying condensed consolidated financial statements include the accounts of the Company and reflect all normal recurring adjustments which
management believes are necessary to fairly present the financial position, results of operations and cash flows of the Company for the respective periods
presented. Certain information and footnote disclosures normally included in the annual financial statements prepared in accordance with GAAP have been
condensed or omitted pursuant to the rules and regulations of the Securities and Exchange Commission (“SEC”) for Form 10-Q. These unaudited interim
condensed consolidated financial statements should be read in conjunction with the audited financial statements of the Company and notes thereto included
in the Company's final prospectus, dated March 31, 2021, and filed with the SEC pursuant to Rule 424(b)(4) on April 2, 2021.
The interim results reflected in the unaudited condensed consolidated financial statements are not necessarily indicative of the results that may be
expected for other interim periods or for the full year. The air transportation business is subject to significant seasonal fluctuations and is volatile and highly
affected by economic cycles and trends. In addition, the Company experienced significant impacts from the novel strain of coronavirus (“COVID-19”)
pandemic during the three months ended March 31, 2021, as well as during the comparable period in 2020.
Use of Estimates
The preparation of financial statements in conformity with GAAP requires management to make estimates and assumptions that affect the reported
amounts of assets and liabilities in the financial statements and accompanying notes. Actual results could differ from those estimates.
Initial Public Offering
On March 31, 2021, the Company’s registration statement on Form S-1 relating to the Company’s initial public offering (“IPO”) was declared effective
by the SEC, and the Company’s common stock began trading on the NASDAQ Global Select Market on April 1, 2021 under ticker symbol ULCC. The
Company completed its IPO on April 6, 2021 at an offering price of $19.00 per share, pursuant to the Company’s registration statement. The Company
issued and sold 15 million shares of common stock and the Company’s selling stockholders sold 15
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FRONTIER GROUP HOLDINGS, INC.
Notes to Condensed Consolidated Financial Statements (Continued)
(unaudited)

million shares of common stock in the IPO. The underwriters were granted an over-allotment option to purchase up to 4.5 million additional shares of
common stock from the selling shareholders, at the IPO price of $19.00 per share, less the underwriting discount, for 30 days from the date of the prospectus,
which was exercised in full in April 2021. The Company did not receive any of the proceeds from the sale of shares by the Company’s selling stockholders.
In April 2021, the Company received net proceeds of $271 million after deducting underwriting discounts and commissions. Because the IPO did not close
until April 6, 2021, the transaction is not reflected in the condensed consolidated financial statements provided herein.
Total common shares outstanding after the closing of the IPO was 215,416,799.
Prior to the IPO and as of March 31, 2021, deferred offering costs, which consist of direct incremental legal, accounting, consulting and other fees
relating to the IPO, in the estimated amount of $6 million were capitalized in other current assets on the condensed consolidated balance sheets and were all
unpaid.
Recently Adopted Accounting Pronouncements
In December 2019, the FASB issued ASU 2019-12, Simplifying the Accounting for Income Taxes (“ASU 2019-12”). ASU 2019-12 simplifies the
accounting for income taxes by removing certain exceptions to the general principles in Topic 740 and also enhances the existing guidance for consistent
application of Topic 740. The new guidance is effective for annual periods beginning after December 15, 2020 and interim reporting periods within those
reporting periods. The Company adopted the new standard as of January 1, 2021, which did not have a material impact on the Company’s results of
operations or financial position as of the adoption date.
In August 2020, the FASB issued ASU 2020-06, Accounting for Convertible Instrument and Contracts in an Entity’s Own Equity (“ASU 2020-06”).
ASU 2020-06 simplifies the accounting and measurement of convertible instruments and also adds disclosure requirements. Further, ASU 2020-06 simplifies
the settlement assessment performed to determine whether a contract in the Company’s own equity qualifies for equity classification. The Company early
adopted the standard effective January 1, 2021 using the modified retrospective approach, which did not have a material impact on the Company’s results of
operations or financial position as of the adoption date. Given the Company’s IPO in April 2021, and based in part on the provisions of ASU 2020-06,
warrants issued in conjunction with the CARES Act that may be settled in the Company’s own equity if publicly traded, are expected to be treated as equity
classified awards post IPO.

2. Impact of COVID-19
Impact of the COVID-19 Pandemic
Beginning in March 2020, the rapid spread of COVID-19, along with government mandated restrictions on travel, required stay-in-place orders, and
other social distancing measures, resulted in a drastic decline in near-term air travel demand in the United States, and caused reductions in revenues and
income levels as compared to corresponding pre-pandemic periods. The decline in demand for air travel has had a material adverse effect on the Company’s
business and results of operations for the period ended March 31, 2021 and the comparable prior year period. Additionally, the Company is unable to predict
the future spread of COVID-19 or any new strains of the virus along with resulting measures that may be introduced by governments or other parties and
what impact they may have on the demand for air travel.
In response to the impacts of the COVID-19 pandemic, beginning in March 2020 and continuing through March 2021, the Company has taken measures
to address the significant cash outflows experienced to date, which most
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FRONTIER GROUP HOLDINGS, INC.
Notes to Condensed Consolidated Financial Statements (Continued)
(unaudited)

notably included aligning capacity to demand, and continues to evaluate options to align costs with expected demand.
Beginning in December 2020, the Food and Drug Administration issued emergency use authorizations for various vaccines for COVID-19. As the
vaccines continue to be distributed, administered and made available to a broader range of the population, the Company expects confidence in travel to
increase, particularly in the domestic leisure market on which the Company’s business is focused. While the Company has experienced a 14% increase in
passenger volumes during the quarter ended March 31, 2021 as compared to the fourth quarter of 2020 as well as a meaningful increase in bookings during
the first quarter of 2021 compared to the fourth quarter of 2020, the Company continues to closely monitor the COVID-19 pandemic and the need to adjust
capacity and deploy other operational and cost-control measures as necessary to preserve short-term liquidity needs and ensure long-term viability of the
Company and its strategies. Any anticipated adjustments to capacity and other cost savings initiatives implemented by the Company may vary from actual
demand and capacity needs.
The Company continues to monitor covenant compliance with various parties, including, but not limited to, its lenders and credit card processors, as any
noncompliance could have a material impact on the Company’s financial position, cash flows and results of operations. As of March 31, 2021 and through
the date of this report, the Company is in compliance with all of its covenants, except the Company has obtained a waiver of relief for the covenant
provisions through the second quarter of 2021 related to one of its credit card processors that represents less than 10% of total revenues, which may require
future waivers or an amendment to the existing covenants to reflect any additional COVID-19 pandemic impacts.
COVID-19 Relief Funding
The Coronavirus Aid, Relief, and Economic Security Act (“CARES Act”) became law on March 27, 2020 and includes various provisions to protect the
U.S. airline industry, its employees, and many other stakeholders. The CARES Act is a relief package intended to assist many aspects of the American
economy, including providing the airline industry with up to $25 billion for a Payroll Support Program (“PSP”) to be used for employee wages, salaries, and
benefits and up to $25 billion in loans. On April 30, 2020, the Company reached an agreement with the U.S. Department of the Treasury (the “Treasury”)
under which the Company received $211 million of installment funding comprised of a $178 million grant (“PSP Grant”) for payroll support for the period
from April 2020 through September 30, 2020, and a $33 million unsecured 10-year, low interest loan (“PSP Promissory Note”). During 2020, the Company
received the full $178 million under the PSP Grant, which was recognized net of $1 million in deferred financing costs over the periods it was intended to
support payroll, within CARES Act credits in the Company’s condensed consolidated statements of operations. In conjunction with the PSP Promissory
Note, the Company issued to the Treasury warrants to acquire up to 522,576 shares of common stock of FGHI at an exercise price of $6.36 per share.
On January 15, 2021, as a result of the Consolidated Appropriations Act of 2021, which extended the PSP provisions of the CARES Act, the Company
entered into an agreement with the Treasury for a minimum of $140 million of installment funding under a second Payroll Support Program (“PSP2”),
comprised of a $128 million grant (“PSP2 Grant”) for the continuation of payroll support through March 31, 2021, and a $12 million unsecured 10-year low
interest loan (“PSP2 Promissory Note”), all of which was received during the three months ended March 31, 2021. In conjunction with the PSP2 Promissory
Note, the Company issued to the Treasury warrants to acquire up to 103,208 shares of common stock of FGHI at an exercise price of $11.65 per share. As of
March 31, 2021, the $12 million PSP2 Promissory Note is presented net of unamortized discounts related to warrants and deferred financing costs totaling
$1 million within long-term debt, net on the Company’s condensed consolidated balance sheet. Of the $128 million received under the PSP2 Grant,
$125 million was recognized within CARES Act credits in the Company’s condensed consolidated statements of operations, and the remaining $3 million
was deferred within other current liabilities on the Company's condensed consolidated balance sheet.
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FRONTIER GROUP HOLDINGS, INC.
Notes to Condensed Consolidated Financial Statements (Continued)
(unaudited)

Subsequent to March 31, 2021, the Treasury provided the Company with an additional disbursement under the PSP2 Agreement of $21 million on April
29, 2021, comprised of an additional $15 million toward the PSP2 Grant and $6 million toward the PSP2 Promissory Note. In conjunction with this
additional funding, the Company issued to the Treasury warrants to purchase up to 54,105 additional shares of common stock of FGHI at an exercise price of
$11.65 per share.
The American Rescue Plan Act (“ARP”), enacted on March 11, 2021, provided for additional assistance to passenger air carriers that received financial
relief under PSP2 ("PSP3"). On April 29, 2021, the Company entered into an agreement with the Treasury for approximately $150 million of installment
funding under PSP3 (the “PSP3 Agreement”), comprised of a $135 million grant (“PSP3 Grant”) for the continuation of payroll support through September
30, 2021, and a $15 million unsecured 10-year low interest loan (“PSP3 Promissory Note”). In conjunction with funding from PSP3, the Company agreed to
issue to the Treasury warrants to purchase up to 79,961 additional shares of common stock of FGHI at an exercise price of $18.85 per share. The impacts of
PSP3 are not reflected within the Company’s March 31, 2021 condensed consolidated financial statements.
On September 28, 2020, the Company entered into a loan agreement with the Treasury for a term loan facility of up to $574 million pursuant to the
secured loan program established under the CARES Act (“Treasury Loan”). As of March 31, 2021, the Company has borrowed $150 million under the
Treasury Loan, which is presented net of unamortized discounts related to warrants and deferred financing costs, within long-term debt, net on the
Company’s condensed consolidated balance sheets. Additional funding can be drawn on the loan through May 28, 2021 and includes a maximum of three
total draws on the facility. In conjunction with the Treasury Loan, the Company issued to the Treasury warrants to acquire the common stock of FGHI, which
have a five-year term and are settled in cash or shares. As of March 31, 2021, the Company had issued 2,358,090 warrants with an exercise price of $6.36 per
share in conjunction with the first draw on the loan.
In connection with the Company’s participation in the PSP, PSP2, PSP3 and the Treasury Loan, the Company has been and will continue to be subject to
certain restrictions and limitations, including, but not limited to:
•
•
•
•
•
•
•

Restrictions on repurchases of equity securities listed on a national securities exchange or payment of dividends until the later of September 30,
2022 or one year after the Treasury Loan facility is repaid;
Requirements to maintain certain levels of scheduled services through March 31, 2022 (including to destinations where there may currently be
significantly reduced or no demand);
A prohibition on involuntary terminations or furloughs of employees (except for health, disability, cause, or certain disciplinary reasons) through
September 30, 2021;
A prohibition on reducing the salary, wages or benefits of our employees (other than our executive officers or independent contractors, or as
otherwise permitted under the terms of the PSP, PSP2 and PSP3) through September 30, 2021;
Limits on certain executive compensation, including limiting pay increases and severance pay or other benefits upon terminations, until the later of
April 1, 2023 or one year after the Treasury Loan facility is repaid;
Limitations on the use of the grant funds exclusively for the continuation of payment of employee wages, salaries and benefits; and
Additional reporting and recordkeeping requirements.

As outlined above, as part of the PSP Promissory Note, the PSP2 Promissory Note and the Treasury Loan, and pursuant to the stipulations set forth
within the CARES Act, the Company issued to the Treasury warrants to acquire shares of common stock of FGHI, which have a five-year term and are
settled in cash or shares. The warrants do not have any voting rights and are freely transferable, with registration rights. The warrants issued in conjunction
with the CARES Act financing have been classified as liability based awards within other current liabilities on the condensed consolidated balance sheets
and, as of March 31, 2021 and December 31, 2020, the warrant liability was $39 million and $18 million, respectively. Given the liability based
classification, at the end of each period the warrant liability is adjusted to its fair market value, calculated utilizing the Black Scholes option pricing model,
with
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Notes to Condensed Consolidated Financial Statements (Continued)
(unaudited)

the corresponding fair market value adjustment classified as interest expense within the Company’s condensed consolidated statements of operations, which
was $20 million for the three months ended March 31, 2021. The initial fair value of these warrants upon issuance is treated as a loan discount, which
reduces the carrying value of the loan, and is amortized utilizing the effective interest method as interest expense in the Company’s condensed consolidated
statements of operations over the term of the loan.
The CARES Act also provided for an employee retention credit (“CARES Employee Retention Credit”), which is a refundable tax credit against certain
employment taxes that the Company qualified for beginning on April 1, 2020. In December 2020, the CARES Employee Retention Credit program was
extended and enhanced through June 30, 2021. Further, in March 2021, the ARP further extended the availability of the CARES Employee Retention Credit
through December 31, 2021. The ARP increased the credit from 50% to 70% of qualified wages, increased the maximum wages per employee from $10,000
for the entire period to $10,000 per quarter, and expanded the gross receipts test for eligible employers from a 50% to an 80% decline in gross receipts as
compared to the same calendar quarter in 2019. During the three months ended March 31, 2021, the Company recognized $11 million related to the CARES
Employee Retention Credit within CARES Act credits in the Company’s condensed consolidated statements of operations and other current assets on the
Company’s condensed consolidated balance sheets.
Income Taxes
The Company's effective tax rate for the three months ended March 31, 2021 was 19.5%, compared to 37.9% for the three months ended March 31,
2020. The effective tax rate for the three months ended March 31, 2021 deviates from the statutory rate primarily due to non-deductible interest from the
mark to market adjustments from the warrants issued to the Treasury as part of the Company’s participation in the PSP, PSP2, and the Treasury Loan,
partially offset by excess tax benefits associated with the Company’s stock-based compensation arrangements. The decrease in tax rate as compared to the
prior year period is largely driven by the CARES Act benefit that allowed the 2020 net operating loss to be carried back to tax years in which a federal 35%
tax rate applied, resulting in a permanent benefit of the 14% rate differential.

3. Revenue Recognition
As of December 31, 2020, the Company’s air traffic liability balance was $135 million. During the three months ended March 31, 2021, 41% of the air
traffic liability as of December 31, 2020 has been recognized as passenger revenue. As of March 31, 2021, the Company’s current air traffic liability is $230
million, of which $44 million is related to customer rights to book future travel, which generally expire 12 months after issuance if not redeemed by the
passenger. The amounts expected not to be redeemed are recognized over the historical pattern of rights exercised by customers.
During the three months ended March 31, 2021 and 2020, the Company recognized $10 million and $9 million of revenue, respectively, within
passenger revenue within the condensed consolidated statements of operations, primarily related to expected and actual expiration of customer rights to book
future travel.
Frequent Flyer Program
The Company’s Frontier Miles frequent flyer program provides frequent flyer travel awards to program members based on accumulated mileage credits.
Mileage credits are generally accumulated as a result of travel, purchases using the co-branded credit card and purchases from other participating partners.
The Company defers revenue for mileage credits earned by passengers under its Frontier Miles program based on the equivalent ticket value (“ETV”) a
passenger receives by redeeming mileage credits for a ticket rather than paying cash.
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Notes to Condensed Consolidated Financial Statements (Continued)
(unaudited)

Mileage credits are also sold to participating companies, including credit card companies and other third parties. Sales to credit card companies include
multiple promised goods and services, which the Company evaluates to determine whether they represent performance obligations. The Company
determined these arrangements have three separate performance obligations: (i) mileage credits to be awarded, (ii) licensing of brand and access to member
lists and (iii) advertising and marketing efforts. Total arrangement consideration is allocated to each performance obligation on the basis of the deliverables
relative standalone selling price. For mileage credits, the Company considers a number of entity-specific factors when developing the best estimate of the
standalone selling price, including the number of mileage credits needed to redeem an award, average fare of comparable segments, breakage and
restrictions. For licensing of brand and access to member lists, the Company considers both market-specific factors and entity-specific factors, including
general profit margins realized in the marketplace/industry, brand power, market royalty rates and size of customer base. For the advertising and marketing
performance obligation, the Company considers market-specific factors and entity-specific factors, including the Company’s internal costs of providing
services, volume of marketing efforts and overall advertising plan.
Consideration allocated based on the relative standalone selling price to both the brand licensing and access to member lists and advertising and
marketing elements is recognized as other revenue in the Company’s condensed consolidated statements of operations over time as mileage credits are
delivered. The consideration allocated to the transportation portion of these mileage credit sales is deferred and recognized as a component of passenger
revenue in the Company’s condensed consolidated statements of operations at the time of travel for mileage credits redeemed. Mileage credits the Company
estimates are not likely to be redeemed are subject to breakage and are recognized as a portion of passenger revenue in proportion to the pattern of rights
exercised by customers. Management uses statistical models to estimate breakage based on historical redemption patterns. A change in assumptions as to the
period over which mileage credits are expected to be redeemed, the actual redemption activity for mileage credits or the estimated fair value of mileage
credits expected to be redeemed could have an impact on revenues in the year in which the change occurs and in future years. Redemptions are allocated
between sold and flown mileage credits based on historical patterns.
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Operating revenues are comprised of passenger revenues, which includes fare and non-fare passenger revenues, and other revenues. Disaggregated
operating revenues are as follows (in millions)
Three Months Ended March 31,
2021
2020
Passenger revenues:
Fare
Non-fare passenger revenues:
Baggage
Service fees
Seat selection
Other
Total non-fare passenger revenue
Total passenger revenues
Other revenues
Total operating revenues

$

100

$

67
62
24
9
162
262
9
271

$

219

$

109
141
43
16
309
528
16
544

The Company is managed as a single business unit that provides air transportation for passengers. Operating revenues by principal geographic region, as
defined by the U.S. Department of Transportation (the “DOT”), are as follows (in millions):

Domestic
Latin America

$
$

Total operating revenues

Three Months Ended March 31,
2021
2020
259 $
12
271 $

500
44
544

During the three months ended March 31, 2021 and 2020, no revenue from any one foreign country represented greater than 5% of the Company’s total
passenger revenue. The Company attributes operating revenues by geographic region based upon the origin and destination of each passenger flight segment.
The Company’s tangible assets consist primarily of flight equipment, which are mobile across geographic markets. Accordingly, assets are not allocated to
specific geographic regions.
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4. Other Current Assets
Other current assets consist of the following (in millions):
March 31, 2021
Prepaid expenses
Income tax receivable
Passenger and other taxes receivable
Other

$

$

Total other current assets

December 31, 2020
17
161
20
25
223

$

$

24
161
26
15
226

5. Financial Derivative Instruments and Risk Management
The Company is exposed to variability in jet fuel prices. Aircraft fuel generally represents the Company’s largest operating expense. Increases in jet fuel
prices may adversely impact its financial performance, operating cash flow and financial position. As part of its risk management program, the Company
enters into derivative contracts in order to limit exposure to the fluctuations in jet fuel prices. The types of instruments the Company utilized in its 2020
hedging program were call options and collar structures, which include both a purchased call option and sold put option. Although the use of collar structures
can reduce the overall cost of hedging, these instruments carry more risk than purchased call options alone in that these instruments may result in a net
liability for the Company upon settlement.
Additionally, the Company is exposed to interest rate risk through aircraft lease contracts for the time period between agreement of terms and
commencement of the lease, where portions of the rental payments are adjusted and become fixed based on the seven or nine year swap rate. As part of its
risk management program, the Company enters into contracts in order to limit the exposure to fluctuations in interest rates. During the three months ended
March 31, 2021, the Company did not enter into any swaps and during the three months ended March 31, 2020, the Company paid upfront premiums of
$4 million for the option to enter into and exercise cash settled swaps with a forward starting effective date.
The Company formally designates and accounts for derivative instruments that meet established accounting criteria under ASC 815, Derivatives and
Hedging, as cash flow hedges. For derivative instruments that are designated and qualify as cash flow hedges, the gain or loss on the derivative instruments is
recorded in accumulated other comprehensive income/loss (“AOCI/L”), a component of stockholders’ equity on the condensed consolidated balance sheets.
The Company recognizes the associated gains or losses deferred in AOCI/L as well as the amounts that are paid or received in connection with the purchase
or sale of fuel-related financial derivative instruments (i.e., premium costs of option contracts) as a component of aircraft fuel expense in the period that the
jet fuel subject to hedging is consumed for its fuel derivative instruments. For interest rate derivatives, the Company recognizes the associated gains or losses
deferred in AOCI/L as well as amounts that are paid or received in connection with the purchase or sale of interest rate derivative instruments (i.e., premium
costs of swaption contracts) as a component of aircraft rent expense over the period of the related aircraft lease. The Company does not enter into derivative
instruments for speculative purposes.
In March 2020, the Company determined that it was no longer probable that estimated future fuel consumption for gallons subjected to fuel hedges
would occur, primarily related to second quarter 2020 settled trades as the Company reduced scheduled flights as a result of the decline in customer demand
from the COVID-19 pandemic, and, therefore, the Company was required to de-designate certain fuel hedges associated with estimated future consumption
declines. Fuel hedges with identified estimated future fuel consumption that were probable to still occur remained within AOCI/L. As a result of the dedesignation, in March 2020 the Company recognized a $56 million loss within aircraft fuel in the condensed consolidated statements of operations.
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As of March 31, 2021, the Company had no fuel cash flow hedges outstanding, and the Company has hedged the interest rate exposure on $327 million
of total aircraft rent payments for eight aircraft to be delivered by the end of 2021.
The Company is exposed to credit losses in the event of nonperformance by counterparties to its derivative instruments but does not expect any of its
counterparties will fail to meet their obligations. The amount of such credit exposure is generally the fair value of the Company’s outstanding contracts in a
receivable position. To manage credit risks, the Company selects counterparties based on credit assessments, limits its overall exposure to any single
counterparty and monitors the market position with each counterparty. Based on the fair value of the Company’s fuel derivative instruments, its
counterparties may require it to post collateral when the price of the underlying commodity decreases, and the Company may require its counterparties to
provide collateral when the price of the underlying commodity increases. The amount of collateral posted, if any, is periodically adjusted based on the fair
value of the hedge contracts. The Company’s policy is to offset the liabilities represented by these contracts with any cash collateral paid to the
counterparties.
The assets and liabilities associated with the Company’s fuel and interest rate derivative instruments are presented on a gross basis and include upfront
premiums paid. These are recorded as a component of other current assets and other current liabilities on the Company’s condensed consolidated balance
sheets and as of March 31, 2021 and December 31, 2020, were less than $1 million.
The following table summarizes the effect of fuel and interest rate derivative instruments reflected in aircraft fuel and rent expense, respectively, in the
condensed consolidated statements of operations (in millions):
Three Months Ended March 31,
2021
2020
Derivatives designated as cash flow hedges
Losses on fuel derivative contracts

$

—

$

(13)

Derivatives not designated as cash flow hedges
Losses on fuel derivative contracts

$

—

$

(56)

The following table presents the net of tax impact of the overall effectiveness of derivative instruments designated as cash flow hedging instruments in
the condensed consolidated statements of comprehensive income (loss) (in millions):
Three Months Ended March 31,
2021
2020
Derivatives designated as cash flow hedges
Fuel derivative contract losses – net of tax impact
Fuel derivative losses reclassified to earnings due to de-designation – net of tax impact
Interest rate derivative contract losses – net of tax impact

$

$

Total

—
—
—
—

$

$

(26)
9
(9)
(26)

As of March 31, 2021, $11 million is included in AOCI/L related to interest rate hedging instruments that is expected to be reclassified over the aircraft
lease term the hedging instrument is related to.
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6. Other Current Liabilities
Other current liabilities consist of the following (in millions):
March 31, 2021
Salaries, wages and benefits
Current portion of phantom equity units (Note 9)
Station obligations
Leased aircraft return costs
Aircraft maintenance
Passenger and other taxes and fees payable
Fuel liabilities
Warrant liability
Other current liabilities

$

$

Total other current liabilities

December 31, 2020
85
26
44
14
36
63
16
39
46
369

$

97
—
33
20
22
41
6
18
30
267

$

7. Debt
The Company’s debt obligations are as follows (in millions):
March 31, 2021
Secured debt:
Pre-delivery credit facility(1)
Floating rate building note(2)
Treasury Loan(3)
Unsecured debt:
Affinity card advance purchase of mileage credits(4)
PSP Promissory Notes(5)
Total debt
Less current maturities of long-term debt, net
Less long-term debt acquisition costs and other discounts

$

$

Long-term debt, net

December 31, 2020
133
18
150

$

141
18
150

15
45
361
(110)
(9)
242 $

15
33
357
(101)
(9)
247

__________________
(1) The Company, through an affiliate, entered into the pre-delivery payment (“PDP”) facility with Citibank, N.A. in December 2014 (“PDP Financing Facility”). The PDP Financing Facility is
collateralized by the Company’s purchase agreement for Airbus A320neo and A321neo aircraft through 2023 (see Note 10). On December 22, 2020, the PDP Financing Facility was amended
and restated to reduce the commitment of Citibank, N.A., as initial lender, to $150 million, remove the ability to draw further unsecured borrowings and to provide collateral for the
borrowings not secured by aircraft outstanding as of that date. During May 2021, the Company amended the facility to increase the total available capacity to $200 million and expanded the
number of financial institution participants as lenders.
Interest is paid every 90 days based on a three-month LIBOR, plus a margin for each individual tranche. The PDP Financing Facility consists of separate loans for each PDP aircraft. Each
separate loan matures upon the earlier of (i) delivery of that aircraft to the Company by Airbus, (ii) the date one month following the last day of the scheduled delivery month of such aircraft
and (iii) if there is a delay in delivery of aircraft, depending on the cause of the delivery delay, up to six months following the last day of the scheduled delivery month of such aircraft. The
PDP Financing Facility will be repaid periodically according to the preceding sentence with the last scheduled delivery of aircraft contemplated in the PDP Financing Facility expected to be
in the fourth quarter of 2023.
(2)

Represents a note with National Bank of Arizona related to the Company’s headquarters building. Under the terms of the agreement, the Company will repay outstanding principal balance in
quarterly payments beginning in January 2022 until the maturity date in December
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2023. On the maturity date, one final balloon payment will be made to cover all unpaid principal, accrued unpaid interest and other amounts due. The interest rate of one-month LIBOR plus a
margin is payable monthly.
(3)

On September 28, 2020, the Company entered into the Treasury Loan with the Treasury for a term loan facility of up to $574 million. The Treasury Loan has a five-year term and includes an
annual interest rate based on adjusted LIBOR plus 2.5%. Additional funding can be drawn on the loan through May 28, 2021 and includes a maximum of three total draws on the facility, and
it can be prepaid at par at any time without incurring a penalty. The Treasury Loan is collateralized by the Company’s co-branded credit card arrangement. As part of any funding under the
loan program, the Company is required to comply with the relevant provisions of the CARES Act, which will apply until one year after the loan is repaid in full. In conjunction with the
Treasury Loan, the Company issued to the Treasury warrants to acquire the common stock of FGHI, which have a five-year term and are settled in cash or shares upon notice from the
Treasury. Such warrants are included in other current liabilities on the Company’s condensed consolidated balance sheets. As of March 31, 2021, the Company had issued 2,358,090 warrants
to the Treasury in conjunction with the Treasury Loan.

(4)

The Company entered into an agreement with Barclays in 2003 to provide for joint marketing, grant certain benefits to co-branded credit card holders (“Cardholders”), and allow Barclays to
market using the Company’s customer database. Cardholders earn mileage credits under the Frontier Miles program and the Company sells mileage credits at agreed-upon rates to Barclays
and earns fees from Barclays for the acquisition, retention and use of the co-branded credit card by consumers. In addition, Barclays will pre-purchase miles if the Company meets certain
conditions precedent. On September 15, 2020 the Company entered into a new agreement with Barclays to amend and extend the agreement to 2029. The pre-purchased miles facility amount
is to be reset on January 15 of each calendar year through and including January 15, 2028 based on the aggregate amount of fees payable by Barclays to the Company on a calendar year basis,
up to an aggregate maximum facility amount of $200 million. The facility amount cannot be extended above $15 million until full extinguishment of the Treasury Loan. The Company pays
interest on a monthly basis, which is based on a one-month LIBOR plus a margin. Beginning March 31, 2028, the facility will be repaid in 12 equal monthly installments.

(5)

On April 30, 2020, the Company executed the PSP Promissory Note with the Treasury as part of the original payroll support program in which the Company received a $33 million unsecured
10-year, low interest loan. Subsequently, as part of the PSP2 Agreement, in March 2021 the Company received an additional $12 million of proceeds with the same terms as the original PSP
Promissory Note. The PSP Promissory Notes include an annual interest rate of 1.00% for the first five years and the Secured Overnight Financing Rate ("SOFR") plus 2.00% in the final five
years. The loans can be prepaid at par any time without incurring a penalty. In conjunction with the PSP Promissory Notes, the Company issued to the Treasury warrants to acquire up to
625,784 shares of common stock of FGHI, which have a five-year term and are settled in cash or shares. Such warrants are included in other current liabilities on the Company’s condensed
consolidated balance sheets.

Cash payments for interest related to debt was $1 million and $2 million for the three months ended March 31, 2021 and 2020, respectively.
The Company has issued standby letters of credit and surety bonds to various airport authorities and vendors that are collateralized by restricted cash and
as of March 31, 2021 and December 31, 2020, the Company did not have any outstanding letters of credit that were drawn upon.
As of March 31, 2021, future maturities of debt are payable as follows (in millions):
March 31, 2021
Remainder of 2021
2022
2023
2024
2025
Thereafter

$

$

Total debt principal payments

79
52
20
—
150
60
361

8. Operating Leases
The Company leases property and equipment under operating leases. For leases with initial terms greater than 12 months, the related asset and obligation
is recorded at the present value of lease payments over the term. Some leases include rental escalation clauses, renewal options, termination options, and/or
other items that cause variability that are factored into the determination of lease payments when appropriate. The Company does not
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separate lease and non-lease components of contracts, except for certain flight training equipment, for which consideration is allocated between lease and
non-lease components.
Aircraft
As of March 31, 2021, the Company leased 107 aircraft, all of which are under operating leases with remaining terms ranging from three months to 12
years. In addition, as of March 31, 2021, the Company leased 17 spare engines, which are all under operating leases. As of March 31, 2021, the remaining
terms for engines included within right-of-use asset and lease liability range from five months to 12 years.
During the three months ended March 31, 2021 and 2020, the Company executed sale-leaseback transactions with third-party lessors for three new
Airbus A320 family aircraft. Additionally, the Company completed a sale-leaseback transaction for one engine during the three months ended March 31,
2021 and did not complete any sale-leaseback transactions for engines during the three months ended March 31, 2020. All of the leases from the saleleaseback transactions are accounted for as operating leases. During the three months ended March 31, 2021 and 2020, the Company acquired, through new
operating leases, aircraft and engines totaling $120 million and $96 million, respectively, which are included in operating lease right-of-use assets on the
condensed consolidated balance sheets and also recognized net sale-leaseback gains of $15 million and $17 million, respectively, from those sale-leaseback
transactions which are included as a component of other operating expenses within the condensed consolidated statements of operations.
In March 2020, the Company entered into two amendments with one lessor that were treated as one combined contract. One amendment extended the
remaining lease terms on two aircraft from three to five years. The other included the return of $17 million in previously unrecoverable maintenance reserves
for two aircraft. This amount has been included within the Company’s right-of-use assets as a lessor incentive as of March 31, 2021, as it was negotiated as a
combined contract.
In May 2021, the Company entered into an early termination and buyout agreement with one of its lessors for six aircraft that were previously owned by
the Company, which stipulates that four A319 aircraft originally slated to be returned in December 2021 will be returned during the second and third quarters
of 2021. The early returns of these aircraft will retire the remaining A319 aircraft in the Company’s fleet. As a result of this early termination and buyout
arrangement the Company recorded a $6 million charge included as a component of rent expense within the condensed consolidated statements of operations
for the three months ended March 31, 2021 related to the change in expected lease return obligations of which $4 million was related to the A319 aircraft
returning in the second quarter.
Aircraft Rent Expense and Maintenance Obligations
Aircraft rent expense was $138 million and $103 million during the three months ended March 31, 2021 and 2020, respectively. Aircraft rent expense
includes supplemental rent, which is made up of maintenance reserves paid or to be paid that are not probable of being reimbursed or are probable lease
return condition obligations. Supplemental rent expense for maintenance-related reserves that were deemed non-recoverable during the years ended
March 31, 2021 and 2020 totaled $1 million and less than $1 million, respectively. The portion of supplemental rent expense related to probable lease return
condition obligations was $14 million and $4 million for March 31, 2021 and 2020, respectively.
Additionally, certain of the Company’s aircraft and spare engine lease agreements require the Company to pay maintenance reserves to aircraft lessors to
be held as collateral in advance of the Company’s required performance of major maintenance activities. As of March 31, 2021 and December 31, 2020, the
Company had aircraft maintenance deposits that are expected to be recoverable of $92 million and $82 million, respectively, on its condensed consolidated
balance sheets of which $6 million and less than $1 million, respectively, are included in accounts receivable, net as the eligible maintenance has been
performed. The remaining $86 million and $82 million
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are included within aircraft maintenance deposits on the condensed consolidated balance sheets as of March 31, 2021 and December 31, 2020, respectively.
A majority of these maintenance reserve payments are calculated based on a utilization measure, such as flight hours or cycles. Maintenance reserves
collateralize the lessor for maintenance time run off the aircraft until the completion of the maintenance of the aircraft. As of March 31, 2021, fixed
maintenance reserve payments for aircraft and spare engines, including estimated amounts for contractual price escalations, were expected to be
approximately $3 million per year for the remainder of 2021 through 2025 and $11 million thereafter before consideration of reimbursements.
Airport Facilities
The Company’s facility leases are primarily for space at approximately 110 airports that are served and are primarily located in the United States. These
leases are classified as operating leases and reflect the use of airport terminals, ticket counters, office space, cargo warehouses and maintenance facilities.
Generally, this space is leased from government agencies that control the use of the airport. The majority of these leases are short-term in nature and renew
on an evergreen basis. For these leases, the contractual term is used as the lease term. As of March 31, 2021, the remaining lease terms vary from one month
to eight years. At the majority of the U.S. airports, the lease rates depend on airport operating costs or use of the facilities and are reset at least annually.
Because of the variable nature of the rates, these leases are not recorded on the condensed consolidated balance sheets as a right-of-use asset and lease
liability.
Other Ground Property and Equipment
The Company leases certain other assets such as flight training equipment, building space, and various other equipment. Certain of the Company’s leases
for other assets are deemed to contain fixed rental payments and, as such, are classified as operating leases and are recorded on the condensed consolidated
balance sheets as a right-of-use asset and liability. The remaining lease terms range from one month to eight years as of March 31, 2021.
Lessor Concessions
In response to the COVID-19 pandemic, beginning in 2020, the Company was granted payment deferrals on leases included in the Company’s right-ofuse assets for certain aircraft and engines from lessors along with airport facilities and other vendors that are not included in the Company’s right-of-use
assets. As these deferred payments are made, the Company will recognize the deferred payments in aircraft rent or station operations, as applicable, in the
condensed consolidated statements of operations. These deferrals decreased operating cash flows and unfavorably impacted the Company’s results of
operations by $11 million for the three months ended March 31, 2021, including a $19 million unfavorable impact to aircraft rent and an $8 million favorable
impact to station operations. As of March 31, 2021, the Company has $22 million of rent payment deferrals that have yet to be recognized, including
$12 million and $10 million related to aircraft rent expense and station operations, respectively, which will be recognized throughout the rest of 2021 and
future years as such amounts are paid.
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Lease Costs
The table below presents certain information related to lease costs for operating leases during the three months ended March 31, 2021 and 2020 (in
millions):

Operating lease cost(1)
Variable lease cost(1)

$

Total lease costs

$

Three Months Ended March 31,
2021
2020
107 $
65
172 $

98
45
143

______________
(1) Expenses are included within aircraft rent, station operations, maintenance materials and repairs and other operating in the Company’s condensed consolidated statements of operations.

During the three months ended March 31, 2021 and 2020, the Company paid cash of $108 million and $99 million, respectively, for amounts included in
the measurement of lease liabilities.

9. Stock-Based Compensation
During the three months ended March 31, 2021 and 2020, the Company recognized $3 million and $2 million, respectively, in stock-based compensation
expense, which is included as a component of salaries, wages and benefits within the condensed consolidated statements of operations.
Stock Options and Restricted Awards
In April 2014, FGHI approved the 2014 Equity Incentive Plan (the “2014 Plan”). Under the terms of the 2014 Plan, 38 million shares of FGHI common
stock are reserved for issuance. Concurrently with the Company’s initial public offering on April 1, 2021, the Company approved the 2021 Incentive Award
Plan (the “2021 Plan”), which reserved 7 million shares of FGHI common stock, as well as the 11 million issued awards from the 2014 Plan that are still
outstanding plus any subsequently forfeited awards or awards that lapse unexercised after April 1, 2021, to be available for future issuances of stock-based
compensation awards to be granted to members of the Board of Directors and certain employees and consultants. Additionally, shares available for issuance
under the 2021 Plan will be subject to an annual increase on the first day of each fiscal year beginning in 2022 and ending in 2031, equal to the lesser of (A)
one percent (1%) of the shares of stock outstanding on the last day of the immediately preceding fiscal year and (B) such smaller number of shares of stock
as determined by the Company’s Board of Directors; provided, however, that no more than 30 million shares of stock may be issued upon the exercise of
incentive stock options.
There were no options granted during the three months ended March 31, 2020 and 2021. In connection with the Company initial public offering,
640,121 of vested stock options were exercised with a weighted average stock price of $0.64 per share during the three months ended March 31, 2021. The
weighted average exercise price of outstanding options as of March 31, 2021 was $2.02 per share.
During the three months ended March 31, 2021, 695,742 restricted stock units were issued with a weighted average grant date fair value of $13.84 per
share and an aggregate fair value of $10 million. Additionally, during the three months ended March 31, 2021, the Company withheld 146,490 restricted
stock units with a weighted average grant date fair value of $10.98 per share to cover employee taxes upon award vesting.
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Liability-Classified Awards
On December 3, 2013, to give effect to the reorganization of the Company’s corporate structure in connection with the acquisition by FGHI (see Note 1),
an agreement was reached to amend and restate a phantom equity agreement that was in place with Frontier prior to the acquisition. Under the terms of this
agreement, when an amendment to the underlying collective bargaining agreement was approved, the Company’s pilots employed by Frontier in June 2011,
(the “Participating Pilots”), through their agent, FAPAInvest, LLC, received phantom equity units. Each unit represented the right to receive common stock
or cash in connection with certain events, including a qualifying initial public offering, such stock to be distributed or cash paid to the Participating Pilots in
2020 and 2022 based on a predetermined formula. In accordance with the amended and restated phantom equity agreement, the obligation became fixed as of
December 31, 2019 and was no longer subject to valuation adjustments. As of December 31, 2019, the final associated liability was $137 million, of which
$111 million was paid in March 2020 and the remaining $26 million is to be paid in the first quarter of 2022 and, as such, is presented within other long-term
liabilities and other current liabilities on the Company’s condensed consolidated balance sheets as of December 31, 2020 and March 31, 2021, respectively.

10. Commitments and Contingencies
Flight Equipment Commitments
As of March 31, 2021, the Company’s firm aircraft and engine orders consisted of the following:
A320neo
Year Ending
Remainder of 2021
2022
2023
2024
2025
Thereafter

10
9
—
—
17
50
86

Total

Total
Aircraft

A321neo
—
5
19
19
8
16
67

Engines
10
14
19
19
25
66
153

2
4
2
2
3
9
22

During December 2017, the Company entered into an amendment to the previously existing master purchase agreement with Airbus. Pursuant to the
amendment, the Company had a commitment to purchase an incremental 100 A320neo and 34 A321neo aircraft (“incremental aircraft”) which were
scheduled to be delivered through 2026. During July 2019, the Company entered into an amendment to the previously existing master purchase agreement
that included the conversion of 15 A320neo aircraft to A321neo aircraft and, in December 2020, the Company entered into an amendment to convert an
additional 18 A320neo aircraft to A321neo aircraft, each of which also updated the timing of original scheduled delivery dates as reflected in the table above.
Additionally, the Company entered into an amendment that allows it the option to convert 18 A320neo aircraft to A321XLR aircraft and therefore, the
conversion is not reflected in the table above. The amended agreements provide for varying purchase incentives, which have been allocated proportionally
and are accounted for as an offsetting reduction to the cost of the backlog aircraft and incremental aircraft. As a result, cash paid for backlog aircraft will be
more than the associated capitalized cost of the aircraft and results in the recognition of a deferred purchase incentive within other assets on the condensed
consolidated balance sheets, which will ultimately be offset by the lower cash payments in connection with the purchase of the incremental aircraft.
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On April 13, 2020, the Company entered into an agreement with Pratt & Whitney for a purchase commitment to supply all engines and the related
maintenance services for the Company’s incremental order book. These deliveries will begin in 2022 and are expected to occur through 2027. In addition,
Pratt & Whitney will supply a certain number of spare engines from 2022 through 2029. These commitments are reflected within the table above and in the
future commitments below.
As of March 31, 2021, purchase commitments for these aircraft and engines, including estimated amounts for contractual price escalations and PDPs,
were approximately $522 million in the remainder of 2021, $765 million in 2022, $1,095 million in 2023, $1,144 million in 2024, $1,422 million in 2025
and $3,906 million thereafter.
Litigation and Other Contingencies
On March 12, 2021, the DOT advised the Company that it was in receipt of information indicating that the Company had failed to comply with certain
DOT consumer protection requirements relating to consumer refund and credit practices and requested that the Company provide certain information to the
DOT. The DOT request for information is focused on the Company’s refund practices on Frontier initiated flight cancellations and/or significant changes in
flights as a result of the COVID-19 pandemic. The Company is fully cooperating with the DOT request.
The Company is subject to commercial litigation claims and to administrative and regulatory proceedings and reviews that may be asserted or
maintained from time to time. The Company regularly evaluates the status of such matters to assess whether a loss is probable and reasonably estimable in
determining whether an accrual is appropriate. Furthermore, in determining whether disclosure is appropriate, the Company evaluates each matter to assess if
there is at least a reasonable possibility that a loss or additional losses may have been incurred and whether an estimate of possible loss or range of loss can
be made. The Company believes the ultimate outcome of such lawsuits, proceedings, and reviews will not, individually or in the aggregate, have a material
adverse effect on its condensed consolidated financial position, liquidity, or results of operations and that the Company’s current accruals cover matters
where loss is deemed probable and can be reasonably estimated.
The ultimate outcome of legal actions is unpredictable and can be subject to significant uncertainties, and it is difficult to determine whether any loss is
probable or even possible. Additionally, it is also difficult to estimate the amount of loss and there may be matters for which a loss is probable or reasonably
possible but not currently estimable. Thus, actual losses may be in excess of any recorded liability or the range of reasonably possible loss.

Employees
The Company has seven union-represented employee groups that together represent approximately 87% of all employees at March 31, 2021. The table
below sets forth the Company’s employee groups and status of the collective bargaining agreements as of March 31, 2021:
Employee Group
Pilots
Flight Attendants
Aircraft Technicians
Aircraft Appearance
Material Specialists
Dispatchers
Maintenance Control

Representative
Air Line Pilots Association (ALPA)
Association of Flight Attendants (AFA-CWA)
International Brotherhood of Teamsters (IBT)
IBT
IBT
Transport Workers Union (TWU)
IBT

Amendable Date
January 2024
May 2024
March 2024
October 2023
March 2022
December 2021
October 2023

22

Percentage of Workforce
March 31, 2021
32%
51%
2%
<1%
<1%
<1%
<1%
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The Company is self-insured for health care claims, subject to a stop-loss policy, for eligible participating employees and qualified dependent medical
and dental claims, subject to deductibles and limitations. The Company’s liabilities for claims incurred but not reported are determined based on an estimate
of the ultimate aggregate liability for claims incurred. The estimate is calculated from actual claim rates and adjusted periodically as necessary. The
Company has accrued $4 million for health care claims estimated to be incurred but not yet paid as of March 31, 2021 and December 31, 2020, which is
included as a component of other current liabilities on the condensed consolidated balance sheets.
General Indemnifications
The Company has various leases with respect to real property as well as various agreements among airlines relating to fuel consortia or fuel farms at
airports. Under some of these contracts, the Company is party to joint and several liability regarding environmental damages. Under others, where the
Company is a member of an LLC or other entity that contracts directly with the airport operator, liabilities are borne through the fuel consortia structure.
The Company’s aircraft, services, equipment lease and sale and financing agreements typically contain provisions requiring us, as the lessee, obligor or
recipient of services, to indemnify the other parties to those agreements, including certain of those parties’ related persons, against virtually any liabilities
that might arise from the use or operation of the aircraft or such other equipment. The Company believes that its insurance would cover most of its exposure
to liabilities and related indemnities associated with the commercial real estate leases and aircraft, services, equipment lease and sale and financing
agreements described above.
Certain of the Company’s aircraft and other financing transactions include provisions that require payments to preserve an expected economic return to
the lenders if that economic return is diminished due to certain changes in law or regulations. In certain of these financing transactions and other agreements,
the Company also bears the risk of certain changes in tax laws that would subject payments to non-U.S. entities to withholding taxes.
Certain of these indemnities survive the length of the related financing or lease. The Company cannot reasonably estimate the potential future payments
under the indemnities and related provisions described above because it cannot predict (1) when and under what circumstances these provisions may be
triggered, and (2) the amount that would be payable if the provisions were triggered because the amounts would be based on facts and circumstances existing
at such time.

11. Net Earnings (Loss) per Share
Basic and diluted earnings (loss) per share are computed pursuant to the two-class method. Under the two-class method, the Company attributes net
income to common stock and other participating rights (including those with vested share-based awards). Basic net earnings (loss) per share is calculated by
taking net income, less earnings allocated to participating rights, divided by the basic weighted average common stock outstanding. Diluted net earnings
(loss) per share is calculated using the more dilutive of the treasury-stock method and the two-class
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method. The following table sets forth the computation of net earnings (loss) per share on a basic and diluted basis pursuant to the two-class method for the
periods indicated (in millions, except for share and per share data):
Three months ended March 31,
2021
2020
Basic:
Net income (loss)
Less: net income attributable to participating rights

$

Net income (loss) attributable to common stockholders

$

(91) $
—
(91) $

(64)
—
(64)

$

199,482,701
(0.46) $

199,187,260
(0.32)

$

(91) $
—
(91) $

(64)
—
(64)

$

199,482,701
—
199,482,701
(0.46) $

199,187,260
—
199,187,260
(0.32)

Weighted average common shares outstanding, basic
Net earnings (loss) per share, basic
Diluted:
Net income (loss)
Less: net income attributable to participating rights

$

Net income (loss) attributable to common stockholders
Weighted-average common shares outstanding, basic
Effect of dilutive potential common shares
Weighted average common shares outstanding, diluted
Net earnings (loss) per share, diluted

Due to the net loss for the three months ended March 31, 2021 and 2020, diluted weighted-average shares outstanding are equal to basic weightedaverage shares outstanding because the effect of all equity awards is anti-dilutive.

12. Fair Value Measurements
Under ASC 820, Fair Value Measurements and Disclosures, disclosures relating to how fair value is determined for assets and liabilities are required,
and a hierarchy for which these assets and liabilities must be grouped is established, based on significant levels of inputs, as follows:
Level 1—Quoted prices in active markets for identical assets or liabilities.
Level 2—Observable inputs other than Level 1 prices such as quoted prices for similar assets or liabilities; quoted prices in markets that are not active;
or other inputs that are observable or can be corroborated by observable market data for substantially the full term of the assets or liabilities.
Level 3—Unobservable inputs that are supported by little or no market activity and that are significant to the fair value of the assets or liabilities.
Fair value is defined as the exchange price that would be received for an asset or paid to transfer a liability (an exit price) in the principal or most
advantageous market for the asset or liability in an orderly transaction between market participants on the measurement date. The Company utilizes several
valuation techniques in order to assess the fair value of its financial assets and liabilities.
Cash, Cash Equivalents and Restricted Cash
Cash and cash equivalents as of March 31, 2021 and December 31, 2020 were comprised of liquid money market funds, time deposits and cash, and are
categorized as Level 1 instruments. The Company maintains cash with various high-quality financial institutions. Within restricted cash, the Company also
maintains certificates of deposit
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that secure certain letters of credit issued for workers’ compensation claim reserves and certain airport authorities. Cash, cash equivalents and restricted cash
are carried at cost, which management believes approximates fair value.
Warrants
The estimated fair value of the warrants issued in conjunction with the loans from the CARES Act, described in Note 2, was determined to be Level 3
measurement. The primary inputs to the warrant valuation are driven by FGHI’s share price as well as assumptions about the expected share price volatility
and estimated term the warrants will remain outstanding. These inputs are largely impacted by internal forecasts, discount rates and other internal
assumptions as well as assumptions used by the participating underwriters to establish the initial offering price related to the Company’s IPO, which were
unobservable as of March 31, 2021. For the three months ended March 31, 2021, the Company’s warrant liability increased by $21 million, which was driven
by mark to market adjustments of $20 million and $1 million of additional warrants issued in conjunction with PSP2 funding obtained during the three
months ended March 31, 2021.
Debt
The estimated fair value of the Company’s debt agreements has been determined to be Level 3 measurement, as certain inputs used to determine the fair
value of these agreements are unobservable. The Company utilizes a discounted cash flow method to estimate the fair value of the Level 3 long-term debt.
The carrying amounts and estimated fair values of the Company’s debt are as follows (in millions):
March 31, 2021
Carrying
Estimated
Value
Fair Value
Secured debt:
Pre-delivery credit facility
Floating rate building note
Treasury Loan
Unsecured debt:
Affinity card advance purchase of mileage credits
PSP Promissory Note

$

$

Total debt

25

133
18
150
15
45
361

$

$

131
18
153
14
35
351

December 31, 2020
Carrying
Estimated
Value
Fair Value
$

$

141
18
150
15
33
357

$

$

139
18
148
11
25
341
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The tables below present disclosures about the fair value of assets and liabilities measured at fair value on a recurring basis in the Company’s financial
statements (in millions):

429
39

Fair Value Measurements as of March 31, 2021
Level 1
Level 2
$
429 $
—
$
— $
—

378
18

Fair Value Measurements as of December 31, 2020
Level 1
Level 2
$
378 $
— $
$
— $
— $

Total
Cash and cash equivalents
Warrants

$
$

Total
Cash and cash equivalents
Warrants

$
$

Level 3
$
$

—
39

Level 3
—
18

The Company had no transfers of assets or liabilities between any of the above levels during the three months ended March 31, 2021 and the year ended
December 31, 2020.

13. Related Parties
Management Services
The Company pays a quarterly fee to Indigo Partners for management services, plus expense reimbursements and the annual fees of each member of the
Company’s board of directors that is affiliated with Indigo Partners. Indigo Partners manages an investment fund that is the controlling stockholder in FGHI.
The Company paid Indigo Partners $1 million and less than $1 million of management fees, expense reimbursements, and director compensation for the
three months ended March 31, 2021 and 2020, respectively.
Codeshare Arrangement
The Company entered into a codeshare agreement with Controladora Vuela Compañía de Aviación, S.A.B. de C.V. (an airline based in Mexico doing
business as Volaris) during 2018, under which sales began in July 2018. Two of the Company’s directors are members of the board of directors of Volaris.
Indigo Partners holds approximately 18% of the total outstanding Common Stock shares of Volaris.
In August 2018, the Company and Volaris began operating scheduled codeshare flights. The codeshare agreement provides for codeshare fees and
revenue sharing for the codeshare flights. Each party bears its own costs and expenses of performance under the agreement, is required to indemnify the
other party for certain claims and losses arising out of or related to the agreement and is responsible for complying with certain marketing and product
display guidelines. The codeshare agreement also establishes a joint management committee, which includes representatives from both parties and generally
oversees the management of the transactions and relationships contemplated by the agreement. The codeshare agreement will remain effective for a period of
three years from its effective date, is subject to automatic renewal and may be terminated by either party at any time upon the satisfaction of certain
conditions.
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ITEM 2. MANAGEMENT’S DISCUSSION AND ANALYSIS OF FINANCIAL CONDITION AND RESULTS OF OPERATIONS
Forward-Looking Statements
This Quarterly Report on Form 10-Q contains forward-looking statements within the meaning of Section 27A of the Securities Act of 1933, as amended
(the "Securities Act"), and Section 21E of the Securities Exchange Act of 1934, as amended (the "Exchange Act"), which are subject to the “safe harbor”
created by those sections. Forward-looking statements are based on our management’s beliefs and assumptions and on information currently available to our
management. All statements other than statements of historical factors are “forward-looking statements” for purposes of these provisions. In some cases,
you can identify forward-looking statements by terms such as “may,” “might,” “will,” “should,” “could,” “would,” “expect,” “intends,” “plan,”
“anticipate,” “believe,” “estimate,” “project,” “targets,” “predict,” “potential,” and similar expressions intended to identify forward-looking statements.
Such forward-looking statements are subject to risks, uncertainties and other important factors that could cause actual results and the timing of certain
events to differ materially from future results expressed or implied by such forward-looking statements. You should read the following discussion and analysis
of our financial condition and results of operations together with our unaudited condensed consolidated financial statements and related notes included
elsewhere in this Quarterly Report on Form 10-Q, as well as our audited consolidated financial statements and related notes as disclosed in our prospectus,
dated March 31, 2021, filed with the Securities and Exchange Commission (“SEC”) in accordance with Rule 424(b) of the Securities Act on April 2, 2021
(the “Prospectus”) in connection with our initial public offering (“IPO”). This discussion contains forward-looking statements based upon current plans,
expectations and beliefs involving risks and uncertainties. Our actual results may differ materially from those anticipated in these forward-looking
statements as a result of various factors, including those set forth in Part II, Item 1A, “Risk Factors” and other factors set forth in other parts of this
Quarterly Report on Form 10-Q. Furthermore, such forward-looking statements speak only as of the date of this report. Except as required by law, we
undertake no obligation to update any forward-looking statements to reflect events or circumstances after the date of such statements.

Overview
Frontier Airlines is an ultra low-cost carrier whose business strategy is focused on Low Fares Done Right®. We are headquartered in Denver, Colorado
and offer flights throughout the United States and to select near international destinations in the Americas. Our unique strategy is underpinned by our lowcost structure and superior low-fare brand.
In December 2013, we were acquired by an investment fund managed by Indigo, an affiliate of Indigo Partners, an experienced and successful global
investor in ULCCs. Following the acquisition, Indigo reshaped our management team to include experienced veterans of the airline industry with a
significant history operating ULCCs. Working with Indigo and supported by a highly productive workforce, our management team developed and
implemented our unique Low Fares Done Right strategy, which significantly reduced our unit costs, introduced low fares, provided the choice of optional
services to our customers, enhanced our operational performance and improved the customer experience. Through the implementation of our operating
model, we have positioned our brand as a leading low-fare airline and had seen a dramatic improvement to our profitability prior to the COVID-19
pandemic.
The implementation of Low Fares Done Right has significantly reduced our cost base by increasing aircraft utilization (prior to the COVID-19
pandemic), transitioning our fleet to larger aircraft, maximizing seat density, renegotiating the majority of our distribution agreements, realigning our
network, replacing our reservation system, enhancing our website, boosting employee productivity and contracting with third-party specialists to provide us
with select operating and other services. As of March 31, 2021, we had a fleet of 107 narrow-body Airbus A320 family aircraft, and a commitment to
purchase 153 A320neo (New Engine Option) family aircraft by the end of 2028.
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Impact of the COVID-19 Pandemic and Outlook
Beginning in March 2020, and as a result of the COVID-19 pandemic, we experienced a significant decline in customer demand that impacted the
remaining portion of 2020 and has persisted into the first quarter of 2021. While we experienced an uptick in demand and capacity during the second half of
the first quarter of 2021, this uptick in demand is still below the demand levels experienced prior to the COVID-19 pandemic. Due to the impact of the
COVID-19 pandemic on our business that began late in the first quarter of 2020, we experienced a decline in operating revenues of 50% period over period,
and our capacity, as measured by ASMs, decreased by 36% period over period. The continued progression of COVID-19, which includes new variants and
the resulting governmental restrictions put in place in response, as well as changes in consumer behavior, including rates of vaccination, continues to be an
ever changing situation that we are closely monitoring.
In response to the impacts of the COVID-19 pandemic, beginning in March 2020 and continuing through March 2021, we have taken measures to
address the significant cash outflows experienced to date, which have most notably included aligning capacity to demand and implementing cost saving
initiatives to better align costs with expected demand. We will continue to evaluate the need to adjust capacity and deploy other operational and cost control
measures as necessary to preserve short term liquidity needs and ensure the long term viability of our business. Any anticipated adjustments to capacity and
other cost saving initiatives implemented by us may vary from actual demand and capacity needs.
COVID-19 Relief Funding
The Coronavirus Aid, Relief, and Economic Security Act (“CARES Act”) became law on March 27, 2020 and includes various provisions to protect the
U.S. airline industry, its employees, and many other stakeholders and, on April 30, 2020, we reached an agreement with the U.S. government under which
we received $211 million of installment funding comprised of a $178 million grant (“PSP Grant”) for payroll support for the period from April 2020 through
September 30, 2020, and a $33 million unsecured 10-year, low interest loan (“PSP Promissory Note”). During 2020, we received the full $178 million under
the PSP Grant, which was recognized net of $1 million in deferred financing costs over the periods it was intended to support payroll, within CARES Act
credits in our condensed consolidated statements of operations. In conjunction with the PSP Promissory Note, we issued to the U.S. Department of the
Treasury (the “Treasury”) warrants to acquire up to 522,576 shares of common stock of FGHI at an exercise price of $6.36 per share.
On January 15, 2021, as a result of the Consolidated Appropriations Act of 2021, which extended the Payroll Support Program (“PSP”) provisions of the
CARES Act, we entered into an agreement with the Treasury for a minimum of $140 million of installment funding under a second Payroll Support Program
(“PSP2”), comprised of a $128 million grant (“PSP2 Grant”) for the continuation of payroll support through March 31, 2021, and a $12 million unsecured
10-year low interest loan (“PSP2 Promissory Note”), all of which was received during the three months ended March 31, 2021. In conjunction with the PSP2
Promissory Note, we issued to the Treasury warrants to acquire up to 103,208 shares of common stock of FGHI at an exercise price of $11.65 per share. Of
the $128 million received under the PSP2 Grant, $125 million was recognized within CARES Act credits in our condensed consolidated statements of
operations, and the remaining $3 million was deferred as a credit within other current liabilities on our condensed consolidated balance sheet.
Subsequent to March 31, 2021, the Treasury provided us with an additional disbursement under the PSP2 Agreement of $21 million on April 29, 2021,
comprised of an additional $15 million toward the PSP2 Grant, and $6 million toward the PSP2 Promissory Note. In conjunction with this additional
funding, we issued to the Treasury warrants to purchase up to 54,105 additional shares of common stock of FGHI at an exercise price of $11.65 per share.
The American Rescue Plan Act (“ARP”), enacted on March 11, 2021, provided for additional assistance to passenger air carriers that received financial
relief under PSP2 ("PSP3"). On April 29, 2021, we entered into an agreement with the Treasury for approximately $150 million of installment funding under
PSP3 (the “PSP3 Agreement”), comprised of a $135 million grant (“PSP3 Grant”) for the continuation of payroll support through
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September 30, 2021, and a $15 million unsecured 10-year low interest loan (“PSP3 Promissory Note”). In conjunction with funding from PSP3, we agreed to
issue to the Treasury warrants to purchase up to 79,961 additional shares of common stock of FGHI at an exercise price of $18.85 per share. The impacts of
PSP3 are not reflected within our March 31, 2021 condensed consolidated financial statements.
On September 28, 2020, we entered into a loan agreement with the Treasury for a term loan facility of up to $574 million pursuant to the loan program
established under the CARES Act (“Treasury Loan”). As of March 31, 2021, we had borrowed $150 million under the Treasury Loan, which is presented net
of unamortized discounts related to warrants and deferred financing costs, within long-term debt, net on our condensed consolidated balance sheet.
Additional funding can be drawn on the loan through May 28, 2021. In conjunction with the Treasury Loan, we issued to the Treasury warrants to acquire the
common stock of FGHI, which have a five-year term and may be settled in cash or shares. As of March 31, 2021, we issued 2,358,090 warrants in
conjunction with the first draw on the loan with an exercise price of $6.36 per share.
In connection with our participation in the PSP, PSP2, PSP3 and the Treasury Loan, we are and continue to be subject to certain restrictions and
limitations, including, but not limited to:
•

Restrictions on repurchases of equity securities listed on a national securities exchange or payment of dividends until the later of September 30,
2022 or one year after the Treasury Loan facility is repaid;

•

Requirements to maintain certain levels of scheduled services through March 31, 2022 (including to destinations where there may currently be
significantly reduced or no demand);

•

A prohibition on involuntary terminations or furloughs of employees (except for health, disability, cause, or certain disciplinary reasons) through
September 30, 2021;

•

A prohibition on reducing the salary, wages or benefits of our employees (other than our executive officers or independent contractors, or as
otherwise permitted under the terms of the PSP, PSP2 and PSP3) through September 30, 2021;

•

Limits on certain executive compensation, including limiting pay increases and severance pay or other benefits upon terminations, until the later of
April 1, 2023 or one year after the Treasury Loan facility is repaid;

•

Limitations on the use of the grant funds exclusively for the continuation of payment of employee wages, salaries and benefits; and

•

Additional reporting and recordkeeping requirements.

The CARES Act also provided for an employee retention credit (“CARES Employee Retention Credit”), which is a refundable tax credit against certain
employment taxes that we qualified for beginning on April 1, 2020. In December 2020, the CARES Employee Retention Credit program was extended and
enhanced through June 30, 2021. Further, in March 2021, the ARP further extended the availability of the CARES Employee Retention Credit through
December 31, 2021. ARP increased the credit from 50% to 70% of qualified wages, increased the maximum wages per employee from $10,000 for the entire
period to $10,000 per quarter, and expanded the gross receipts test for eligible employers from a 50% to an 80% decline in gross receipts as compared to the
same calendar quarter in 2019. During the three months ended March 31, 2021, we recognized $11 million related to the CARES Employee Retention credit
within CARES Act Credits in our condensed consolidated statements of operations and other current assets on our condensed consolidated balance sheet.
Initial Public Offering
On March 31, 2021, our registration statement on Form S-1 relating to our initial public offering (“IPO”) was declared effective by the SEC and on April
1, 2021 our common stock began trading on the NASDAQ Global Select
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Market under ticker symbol ULCC. The IPO was completed on April 6, 2021 at an offering price of $19.00 per share, pursuant to our registration statement.
As part of the IPO, we issued and sold 15 million shares of common stock and our selling stockholders sold 15 million shares of common stock in the IPO.
The underwriters were granted an over-allotment option to purchase up to 4.5 million additional shares of common stock from the selling shareholders, at the
IPO price of $19.00 per share, less the underwriting discount, for 30 days from the date of the prospectus, which was exercised in full in April 2021. We did
not receive any of the proceeds from the sale of shares by our selling stockholders. Net proceeds of $271 million were received in April 2021 after deducting
underwriting discounts and commissions of $14 million and prior to an estimated $6 million in offering expenses.
Cash Management and Liquidity
As a result of the measures we have taken to reduce costs and manage liquidity as outlined above, we believe our financial position and available
liquidity as of the date of this report will enable us to continue to navigate through any short-term demand declines and that we are well positioned to recover
as the demand for air travel continues to increase. As of March 31, 2021, we had $853 million of total available liquidity, including $429 million of cash and
cash equivalents and an additional $424 million available to borrow under the Treasury Loan facility through May 28, 2021. Additionally, we raised an
incremental $271 million in April 2021 from our initial public offering (which closed on April 6, 2021) net of underwriting discounts and commissions of
$14 million and prior to an estimated $6 million in offering expenses. We also received $21 million of additional PSP2 funding and $75 million of PSP3
funding in April 2021, expect to receive $75 million of additional PSP3 funding, and have a current income tax receivable of $161 million primarily resulting
from our net operating losses generated during 2020.
A combination of our management over liquidity and the uptick in customer demand in the first quarter of 2021, both of which are explained below, has
led to a reduced cash burn, as defined, of $1 million per day on average for the three months ended March 31, 2021 compared to $2 million per day on
average during the year ended December 31, 2020. Additionally, during March 2021, we moved from a cash burn position to a cash positive position. There
can be no assurance that this trend will continue. We continue to monitor the impacts of the pandemic on our operations and financial condition and believe
that our plans intended to mitigate these conditions and events will help alleviate liquidity risks presented.
Results of Operations
Three Months Ended March 31, 2021 Compared to Three Months Ended March 31, 2020
Our capacity, as measured by ASMs, decreased by 36% during the three months ended March 31, 2021, as compared to the three months ended March
31, 2020, and our total revenue per available seat mile declined by 22% from 7.62¢ to 5.91¢ over the same period due to the COVID-19 pandemic. As a
result, our total operating revenue decreased by $273 million, or 50%, during the three months ended March 31, 2021 as compared to the corresponding prior
year period. Fuel expense was 59% lower during the three months ended March 31, 2021 as compared to the corresponding prior year period, as fuel
consumption decreased 37% as a result of lower capacity, fuel cost per gallon decreased 35% due to reduced fuel rates and the $56 million in losses from fuel
hedging during the three months ended March 31, 2020 compared to none in 2021. Our non-fuel expenses decreased by 37%, driven primarily by the
$136 million benefit from the recognition of the CARES Act credits under the PSP2 Agreement, of which the grant portion covered substantially all of our
salaries, wages and benefits expense for the first quarter of 2021. Further decreases to non-fuel expenses were driven by lower capacity period over period.
This activity was partly offset by increases in rent expense due to the recognition of $19 million in vendor deferrals from 2020, costs related to early
termination of the leases related to our remaining A319 aircraft, and the impact of a larger fleet during the three months ended March 31, 2021 as compared
to the corresponding prior year period. CASM (excluding fuel) decreased by 3% from 6.24¢ for the three months ended March 31, 2020 to 6.07¢ for the
three months ended March 31, 2021, and Adjusted CASM (excluding fuel), which excludes the impact of the CARES Act credits and early lease termination
costs for the A319 aircraft set to return in the second quarter of 2021, increased from 6.15¢ to 8.96¢ from the three months ended March 31, 2020 to the three
months ended March 31, 2021.
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We generated a net loss of $91 million during the three months ended March 31, 2021 and a net loss of $64 million during the three months ended
March 31, 2020, as a result of the significant reduction in demand beginning in March 2020 caused by the COVID-19 pandemic. Our results for the three
months ended March 31, 2021 include CARES Act credits and other charges that reduced our operating expenses by $132 million, including $136 million
related to funding recognized from the PSP2 Grant and the recognition of CARES Employee Retention Credits, offset by $4 million in costs incurred with
the early termination of certain of our A319 leased aircraft, and $20 million in other non-operating expenses related to mark to market adjustments associated
with the warrants issued as part of the Treasury Loan and PSP Promissory Notes. Our results for the three months ended March 31, 2020 include certain
items that increased our operating expenses by $63 million and include $56 million in expenses resulting from the de-designation of certain derivative
contracts as a result of the estimated future fuel consumption for gallons subjected to fuel hedges no longer deemed probable due to the decline in demand
from the impact of the COVID-19 pandemic and the subsequent mark to market adjustments, and $7 million relating to a one-time write-off of deferred
registration statement costs due to the uncertainty in the capital markets caused by the COVID-19 pandemic. Excluding these credits and charges and the
related tax (benefit)/expense of ($30) million and $24 million for the three months ended March 31, 2021 and 2020, respectively, our adjusted net loss was
$173 million for the three months ended March 31, 2021, as compared to $25 million for the comparable prior year period.
Operating Revenues
Three Months Ended March 31,
2021
2020
Operating revenues ($ in millions):
Passenger
Other

$

Total operating revenues

$

Operating statistics:
Available seat miles (ASMs) (millions)
Revenue passenger miles (millions)
Average stage length (statute miles)
Load factor (%)
Total revenue per available seat mile (RASM) (¢)
Total revenue per passenger ($)
Passengers (thousands)

$

262
9
271

$
$

4,592
3,211
973
69.9%
5.91 ¢
83.38
$
3,252

528
16
544

Change
$
$

7,140
5,315
1,048
74.4%
7.62 ¢
109.18
$
4,982

(266)
(7)
(273)

(2,548)
(2,104)
(75)
(4.5) pts
(1.71) ¢
(25.80)
(1,730)

(50)%
(44)%
(50)%

(36)%
(40)%
(7)%
N/A
(22)%
(24)%
(35)%

Total operating revenue decreased $273 million, or 50%, during the three months ended March 31, 2021 as compared to the corresponding prior year
period due to the impact of the COVID-19 pandemic, including a 36% decline in ASMs as well as a 22% decrease in our RASM to 5.91¢, primarily due to a
24% decrease in our total revenue per passenger and a 4.5 point reduction in our load factor to 69.9%.
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Operating Expenses
Three Months Ended
March 31,
2021
Operating expenses ($ in millions):
Aircraft fuel
Salaries, wages and benefits
Aircraft rent
Station operations
Sales and marketing
Maintenance materials and repairs
Depreciation and amortization
CARES Act credits
Other operating expenses
Total operating expenses
Operating statistics:
Available seat miles (ASMs) (millions)
Average stage length (statute miles)
Departures
CASM (excluding fuel)
Adjusted CASM (excluding fuel)
Fuel cost per gallon
Fuel gallons consumed (thousands)

$

$

$

2020
84
139
138
70
17
26
8
(136)
17
363

$

$

4,592
973
24,409
6.07 ¢
8.96 ¢
1.88
$
44,501

Cost per ASM
2021
2020

Change
204
148
103
96
30
26
8
—
35
650

$

$

7,140
1,048
35,247
6.24 ¢
6.15 ¢
2.88
$
70,963
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(120)
(9)
35
(26)
(13)
—
—
(136)
(18)
(287)

(2,548)
(75)
(10,838)
(0.17)¢
2.81 ¢
(1.00)
(26,462)

(59) %
(6) %
34 %
(27) %
(43) %
— %
— %
N/A
(51) %
(44)%

(36) %
(7) %
(31) %
(3) %
46 %
(35) %
(37) %

1.82 ¢
3.03
3.01
1.52
0.37
0.57
0.17
(2.96)
0.36
7.89 ¢

2.86 ¢
2.07
1.44
1.34
0.42
0.36
0.11
—
0.50
9.10 ¢

Change
(36) %
46 %
109 %
13 %
(12) %
58 %
55 %
N/A
(28) %
(13)%

Reconciliation of CASM to Adjusted CASM (excluding fuel) and Adjusted CASM including net interest
The calculation of Adjusted CASM including net interest provided in the table below reflects the sum of Adjusted CASM and net interest expense
(income) excluding special items per ASM. Adjusted CASM including net interest is included as a supplemental disclosure because we believe it is a useful
metric to properly compare our cost management and performance to other peers that may have different capital structures and financing strategies,
particularly as it relates to financing primary operating assets such as aircraft and engines. Additionally, we believe this metric is a useful comparator because
it removes certain items that may not be indicative of base operating performance or future results. Adjusted CASM including net interest is not determined
in accordance with GAAP, may not be comparable across all carriers and should not be considered in isolation or as a substitute for performance measures
calculated in accordance with GAAP.
Three Months Ended March 31,
2021
(in millions)
CASM
Aircraft fuel
CASM (excluding fuel)
Early lease termination costs(a)

$

(84)

2020
Per ASM
(in millions)
7.89 ¢
(1.82) $
(204)
6.07 ¢

Per ASM
9.10 ¢
(2.86)
6.24 ¢

(4)

(0.08)

—

—

136

2.97

—

—

(7)

84
—

—
8.96 ¢
1.82
—

204
(56)

(0.09)
6.15 ¢
2.86
(0.78)

21
(20)

10.78 ¢
0.47
(0.43)

(3)
—

8.23 ¢
(0.05)
—

Cares Act – grant amortization and employee retention credits(b)
Write-off of deferred registration statement costs due to significant market uncertainty(c)
Adjusted CASM (excluding fuel)
Aircraft fuel
Derivative de-designation and mark to market adjustment(d)
Adjusted CASM
Net interest expense (income)
CARES Act – mark to market impact for warrants(e)
Adjusted CASM + net interest

10.82 ¢

CASM
Net interest expense (income)
CASM + net interest

21

7.89
0.47
8.36 ¢

8.18 ¢

(3)

9.10
(0.05)
9.05 ¢

__________________
(a) As a result of an early termination and buyout agreement executed in May 2021 with one of our lessors, we were able to accelerate the removal of the remaining four A319 aircraft from our
fleet. These aircraft were originally scheduled to return in December 2021 and will instead return during the second (three aircraft) and third (one aircraft) quarters of 2021. We incurred $4
million of costs during the first quarter of 2021 relating to the acceleration and resulting changes to our lease return obligations for the A319 aircraft returning during the second quarter of
2021.
(b) Represents the recognition of $125 million of the grant received from the Treasury for payroll support from January 2021 through March 2021 as part of the PSP2 Agreement under the
CARES Act along with $11 million of CARES Employee Retention Credits.
(c) Represents the write-off of our deferred initial public offering preparation costs during the first quarter of 2020 due to the impact of the COVID-19 pandemic and the resulting uncertainty on
our ability to access the capital markets.
(d) Due to the significant reduction in demand resulting from the COVID-19 pandemic, our future anticipated consumption of fuel dropped significantly and we therefore de-designated hedge
accounting in March 2020 on the derivative positions where the future consumption was not deemed probable, which primarily related to our written put options on our costless collars. The
$56 million charge is the result of the de-designation and the resulting mark to market impact on the quantities where consumption was not deemed probable.
(e) Represents the mark to market adjustment to the value of the warrants issued as part of the funding provided under the CARES Act. This amount is a component of interest expense.
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Aircraft Fuel. Aircraft fuel expense decreased by $120 million, or 59%, during the three months ended March 31, 2021, as compared to the
corresponding prior year period. The decrease was primarily due to the 37% decrease in fuel gallons consumed due to the lower capacity as a result of the
COVID-19 pandemic and a 35% decrease in fuel rates, which was caused in part by $56 million of expenses during the three months ended March 31, 2020
resulting from the de-designation of certain derivative contracts as a result of the estimated consumption for gallons subjected to fuel hedges no longer
deemed probable due to the decline in demand from the impact of the COVID-19 pandemic and the subsequent mark to market adjustments.
Salaries, Wages and Benefits. Salaries, wages and benefits expense decreased by $9 million, or 6%, during the three months ended March 31, 2021, as
compared to the corresponding prior year period, driven primarily by the reduced pilot credit hours due to capacity reductions relating to the impacts of the
COVID-19 pandemic. As part of our participation in the payroll support programs under the CARES Act, we did not involuntarily terminate or reduce pay or
benefits of our employee base from enactment of the CARES Act through March 31, 2021 and thus salaries, wages and benefits did not decline at the same
rate as our capacity.
Aircraft Rent. Aircraft rent expense increased by $35 million, or 34%, during the three months ended March 31, 2021, as compared to the corresponding
prior year period, primarily due to the recognition of $19 million in lease deferrals from 2020, which were negotiated with our vendors to manage liquidity
during the COVID-19 pandemic, costs associated with the buyout and the early termination of the leases related to our remaining A319 aircraft, and the
impact of a larger fleet during the three months ended March 31, 2021 as compared to the corresponding prior year period. Our fleet is comprised of 63
A320neos, 19 A320ceos, 21 A321ceos, and four A319ceos as of March 31, 2021.
Station Operations. Station operations expense decreased by $26 million, or 27%, during the three months ended March 31, 2021, as compared to the
corresponding prior year period, due to a 31% decrease in departures as a result of the COVID-19 pandemic and an $8 million net favorable impact of
payment deferrals related to certain leases with our airport facilities based on negotiations with our vendors to manage liquidity during the COVID-19
pandemic that are expected to be repaid in future years. These decreases were partly offset by the fixed nature of certain rent and an increase in rates paid
under our airport lease arrangements during the first quarter of 2021 compared to the corresponding prior year period.
Sales and Marketing. Sales and marketing expense decreased by $13 million, or 43%, during the three months ended March 31, 2021, as compared to
the corresponding prior year period due to lower credit card fees resulting from the 50% reduction in revenue and lower paid media advertising and other
professional services to manage liquidity during the pandemic. The following table presents our distribution channel mix:
Three Months Ended March 31,
2021

Distribution Channel

2020

Change

Our website, mobile app and other direct channels

72.3 %

71.6 %

0.7 pts

Third-party channels

27.7 %

28.4 %

(0.7) pts

Maintenance Materials and Repairs. Maintenance materials and repair remained flat at $26 million during the three months ended March 31, 2021, as
compared to the corresponding prior year period. While capacity was down 36%, the decreases in maintenance materials and repairs due to lower operating
volumes were offset by increases relating to preparing aircraft for returns to service.
Depreciation and Amortization. Depreciation and amortization expense remained flat at $8 million during the three months ended March 31, 2021, as
compared to the corresponding prior year period. During the three months ended March 31, 2021, we experienced reduced heavy maintenance activity as a
result of the decrease in capacity and the replacement of older aircraft in our fleet with new aircraft, which do not require as much heavy maintenance
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early in their life cycles, as well as a reduction in spend on non-heavy maintenance capital that was offset by a higher total gross capital balance subject to
depreciation period over period.
CARES Act Credits. The $136 million of CARES Act credits relates to both (i) the recognition of $125 million of the payroll support grant received from
the Treasury for payroll support for the period from January 2021 through March 2021 as part of the PSP2 Agreement under the CARES Act, and (ii) $11
million recognized in CARES Employee Retention Credits.
Other Operating Expenses. Other operating expenses decreased by $18 million, or 51%, during the three months ended March 31, 2021, as compared to
the prior year period. The decrease was driven primarily by an $11 million decrease in travel expenses relating to less crew accommodations resulting from
the decrease in flight activity due to the COVID-19 pandemic, along with the $7 million write off of our deferred registration costs during the three months
ended March 31, 2020.
Other Income (Expense). We incurred $21 million in other expenses during the three months ended March 31, 2021, as compared to $3 million in other
income during the three months ended March 31, 2020, primarily due to $20 million in interest expense related to the mark to market adjustments of
warrants issued in conjunction with the PSP Promissory Notes and the Treasury Loan, in addition to $3 million of lower interest income from a lower
average cash balance and lower interest rates due to the COVID-19 pandemic.
Income Taxes. Our effective tax rate reflected a 19.5% income tax benefit during the three months ended March 31, 2021, as compared to 37.9% of
income tax benefit during the corresponding prior year period. The effective tax rate for 2020 includes a 14% federal benefit resulting from our ability under
the CARES Act to carry net operating losses in 2020 back five years. The 2021 rate includes the impact of the non-deductible interest from the mark to
market adjustments from the issued warrants as part of our participation in the PSP, PSP2 and Treasury Loan partly offset by excess tax benefits associated
with our stock-based compensation arrangements.
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Reconciliation of EBITDA to Adjusted EBITDAR
Three Months Ended March 31,
2021
2020
(in millions)
Non-GAAP financial data (unaudited):
EBITDA(a)
EBITDAR(b)
Adjusted EBITDA(a)
(b)

Adjusted EBITDAR

$
$

(84) $
54 $

(98)
5

$

(216) $

(35)

$

(82) $

68

__________________
(a) EBITDA and Adjusted EBITDA are included as supplemental disclosures because we believe they are useful indicators of our operating performance. The derivation of EBITDA is a wellrecognized performance measurement in the airline industry and is frequently used by our management, as well as by investors, securities analysts and other interested parties in comparing the
operating performance of companies in our industry.
EBITDA and Adjusted EBITDA have limitations as analytical tools. Some of the limitations applicable to these measures include: EBITDA and Adjusted EBITDA do not reflect the impact
of certain cash charges resulting from matters we consider not to be indicative of our ongoing operations; EBITDA and Adjusted EBITDA do not reflect our cash expenditures, or future
requirements, for capital expenditures or contractual commitments; EBITDA and Adjusted EBITDA do not reflect changes in, or cash requirements for, our working capital needs; EBITDA,
and Adjusted EBITDA do not reflect the interest expense, or the cash requirements necessary to service interest or principal payments, on our indebtedness or possible cash requirements
related to our warrants; although depreciation and amortization are non-cash charges, the assets being depreciated and amortized will often have to be replaced in the future, and EBITDA and
Adjusted EBITDA do not reflect any cash requirements for such replacements; and other companies in our industry may calculate EBITDA and Adjusted EBITDA differently than we do,
limiting its usefulness as a comparative measure. Because of these limitations, EBITDA and Adjusted EBITDA should not be considered in isolation from or as a substitute for performance
measures calculated in accordance with GAAP. In addition, because derivations of EBITDA and Adjusted EBITDA are not determined in accordance with GAAP, such measures are
susceptible to varying calculations and not all companies calculate the measures in the same manner. As a result, derivations of EBITDA, including Adjusted EBITDA, as presented may not
be directly comparable to similarly titled measures presented by other companies.
For the foregoing reasons, each of EBITDA and Adjusted EBITDA has significant limitations which affect its use as an indicator of our profitability. Accordingly, you are cautioned not to
place undue reliance on this information.
(b)

EBITDAR and Adjusted EBITDAR are included as a supplemental disclosure because we believe them to be useful solely as valuation metrics for airlines as their calculations isolate the
effects of financing in general, the accounting effects of capital spending and acquisitions (primarily aircraft, which may be acquired directly, directly subject to acquisition debt, by capital
lease or by operating lease, each of which is presented differently for accounting purposes), and income taxes, which may vary significantly between periods and for different airlines for
reasons unrelated to the underlying value of a particular airline. However, EBITDAR and Adjusted EBITDAR are not determined in accordance with GAAP, are susceptible to varying
calculations and not all companies calculate the measure in the same manner. As a result, EBITDAR and Adjusted EBITDAR, as presented, may not be directly comparable to similarly titled
measures presented by other companies. In addition, EBITDAR and Adjusted EBITDAR should not be viewed as a measure of overall performance since they exclude aircraft rent, which is a
normal, recurring cash operating expense that is necessary to operate our business. Accordingly, you are cautioned not to place undue reliance on this information.
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Three Months Ended March 31,
2021
2020
(in millions)
EBITDA, EBITDAR, Adjusted EBITDA and Adjusted EBITDAR reconciliation (unaudited):
Net income (loss)
Plus (minus):
Interest expense

$

(91) $

(64)

22
(1)

Capitalized interest
Interest income and other

2
(2)

—

(3)

Income tax expense (benefit)

(22)

(39)

Depreciation and amortization

$

8
(84)
138
54 $

8
(98)
103
5

EBITDA
Plus (minus)(a):
Early lease termination costs
Cares Act – grant amortization and employee retention credits
Write-off of deferred registration statement costs due to significant market uncertainty
Derivative de-designation and mark to market adjustment
Adjusted EBITDA
Plus: Aircraft rent(b)

$

(84) $

(98)

Adjusted EBITDAR

$

EBITDA
Plus: Aircraft rent
EBITDAR

4
(136)
—
—
(216)
134
(82) $

—
—
7
56
(35)
103
68

__________________
(a) See “Reconciliation of CASM to Adjusted CASM (excluding fuel) and Adjusted CASM including net interest” above for discussion on adjusting items.
(b) Represents aircraft rent expense included in Adjusted EBITDA. Excludes aircraft rent expense of $4 million for the three months ended March 31, 2021, for costs incurred due to the early
termination of certain of our A319 leased aircraft. See footnote (a) under the caption “Reconciliation of CASM to Adjusted CASM (excluding fuel) and Adjusted CASM including net
interest”.
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Comparative Operating Statistics
The following tables set forth our operating statistics for the three months ended March 31, 2021 and 2020. These operating statistics are provided
because they are commonly used in the airline industry and, as such, allow readers to compare our performance against our results for the prior year period,
as well as against the performance of our peers.
Three Months Ended March 31,
2021
2020

Percent Change

Operating statistics (unaudited) (a)
Available seat miles (ASMs) (millions)

4,592
24,409
973
64,467
98
107
7.3
3,252
193
3,211
69.9%
30.83
49.75
2.80
83.38
5.91
7.89
6.07
8.36
10.78
8.96
10.82
1.88
44,501
4,922

Departures
Average stage length (statute miles)
Block hours
Average aircraft in service
Aircraft – end of period
Average daily aircraft utilization (hours)
Passengers (thousands)
Average seats per departure
Revenue passenger miles (RPMs) (millions)
Load Factor (%)
Fare revenue per passenger ($)
Non-fare passenger revenue per passenger ($)
Other revenue per passenger ($)
Total revenue per passenger ($)
Total revenue per available seat mile (RASM) (¢)
Cost per available seat mile (CASM) (¢)
CASM (excluding fuel) (¢)
CASM + net interest (¢)
Adjusted CASM (¢) (b)
Adjusted CASM (excluding fuel) (¢) (b)
Adjusted CASM + net interest (¢) (b)
Fuel cost per gallon ($)
Fuel gallons consumed (thousands)
Employees (FTE)

7,140
35,247
1,048
99,545
97
100
11.3
4,982
192
5,315
74.4%
43.97
62.07
3.14
109.18
7.62
9.10
6.24
9.05
8.23
6.15
8.18
2.88
70,963
5,148

(36)
(31)
(7)
(35)
1
7
(35)
(35)
1
(40)
(4.5)
(30)
(20)
(11)
(24)
(22)
(13)
(3)
(8)
31
46
32
(35)
(37)
(4)

%
%
%
%
%
%
%
%
%
%
pts
%
%
%
%
%
%
%
%
%
%
%
%
%
%

__________________
(a) See “Glossary of Airline Terms” included elsewhere in this Quarterly Report on Form 10-Q for definitions of terms used in this table.
(b) For a reconciliation of CASM to Adjusted CASM (excluding fuel) and Adjusted CASM including net interest, see “Management’s Discussion and Analysis of Financial Condition and Results
of Operations—Results of Operations.”

Liquidity, Capital Resources and Financial Position
As of March 31, 2021, we had $853 million of total available liquidity, including $429 million of cash and cash equivalents, and an additional $424
million available to borrow under the Treasury Loan facility through May 28, 2021. Additionally, we raised $271 million in April 2021 from our IPO (which
closed on April 6, 2021) net of underwriting discounts and commissions of $14 million and prior to an estimated $6 million in offering expenses. We also
received $21 million of additional PSP2 funding and $75 million of PSP3 funding in April of 2021, expect to receive $75 million of additional PSP3 funding,
and have a current income tax receivable of $161 million
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primarily resulting from our net operating losses generated during 2020. As of March 31, 2021, we had $110 million of short-term debt and $242 million of
long-term debt. The $352 million of total debt is comprised of our $150 million Treasury Loan, $133 million PDP Financing Facility, $45 million PSP
Promissory Notes, $18 million in secured indebtedness for our headquarters building, and a $15 million pre-purchased miles facility with Barclays, partly
offset by $9 million in deferred debt acquisition costs and other discounts. Our primary uses of liquidity are for working capital, capital expenditures, aircraft
pre-delivery payments, maintenance reserve deposits and debt repayments. During the three months ended March 31, 2021, our cash burn, as defined,
averaged $1 million per day, with the cash burn during the quarter turning to a cash positive position in the month of March 2021.
As a result of the net proceeds from our IPO, the additional PSP2 and PSP3 funding received during April 2021 and the remaining $75 million of PSP3
funding expected to be received during the second quarter of 2021, we do not anticipate drawing any further funds under the Treasury Loan facility
(additional funds can be drawn on the facility through May 28, 2021). In addition, our current income tax receivable of $161 million will provide us with an
opportunity, when received, to assess the repayment of the $150 million currently outstanding under our Treasury Loan facility without utilizing other
existing liquidity. Repaying the amounts outstanding under our Treasury Loan facility would consequently unencumber our co-brand credit card program
that is currently collateralizing the facility. We believe that our loyalty program, encompassing our co-brand credit card program and Discount Den
subscription program, together with the Frontier brand could generate substantial liquidity should the need arise.
Our single largest capital commitment relates to the acquisition of aircraft. As of March 31, 2021, we operated all of our 107 aircraft under operating
leases. Pre-delivery payments relating to future deliveries under our agreement with Airbus are required at various times prior to each aircraft’s delivery date.
As of March 31, 2021, we had $212 million of pre-delivery payments held by Airbus, $133 million of which was financed under our PDP Financing Facility,
which as of March 31, 2021 allowed us to draw up to an aggregate of $150 million. During May 2021, we amended the facility to increase the total available
capacity to $200 million and expanded the number of financial institution participants as lenders. In May 2021, we also entered into an early termination and
buyout agreement with one of our lessors for six aircraft that were previously owned by us, which stipulates that four A319 aircraft originally slated to be
returned in December 2021 will be returned during the second and third quarters of 2021. The early returns of these aircraft will retire the remaining A319
aircraft in our fleet. As of March 31, 2021, we had an obligation to purchase 153 A320neo family aircraft by 2028, one of which had a committed operating
lease. We are evaluating financing options for the remaining aircraft.
We are required by some of our aircraft leases to pay maintenance reserves to our respective aircraft lessors in advance of our performance of major
maintenance activities; these payments act as collateral for the lessors to ensure aircraft are returned in the agreed upon condition at the end of the lease
period. Qualifying payments that are expected to be recovered from lessors are recorded as aircraft maintenance deposits on our condensed consolidated
balance sheets. A portion of our cash is, therefore, unavailable until after we have completed the scheduled maintenance in accordance with the terms of the
operating leases. During the three months ended March 31, 2021 and 2020, we made $4 million and $5 million, respectively, in maintenance deposit
payments to our lessors. As of March 31, 2021, we had $92 million in recoverable aircraft maintenance deposits on our condensed consolidated balance
sheets, of which $6 million was included in accounts receivable because the eligible maintenance had been performed.
In December 2013, an agreement was reached to amend and restate a phantom equity agreement that was previously in place prior to the acquisition.
Under the terms of this agreement, pilots received phantom equity units which became fully vested in 2016. Each unit constituted the right to receive the
cash value of a share of our common stock or, in certain circumstances, a share of common stock in connection with certain events. As of December 31,
2019, the final associated liability agreed to by FAPAInvest, LLC became fixed and the associated liability was $137 million, of which $111 million was paid
in March 2020 and the remaining $26 million is to be paid in the first quarter of 2022 and, as such, is presented within other long-term liabilities and other
current liabilities on our condensed consolidated balance sheets as of December 31, 2020 and March 31, 2021, respectively.
We continue to monitor our covenant compliance with various parties, including, but not limited to, our lenders and credit card processors, as any
noncompliance could have a material impact on our financial position, cash flows
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and results of operations. As of March 31, 2021, we are in compliance with all of our covenants, except we have obtained a waiver of relief for the covenant
provisions through the second quarter of 2021 related to one of our credit card processors that represents less than 10% of total revenues, which may require
future waivers or an amendment to existing covenants to reflect the downturn due to the COVID-19 pandemic.
The following table presents the major indicators of our financial condition and liquidity.
March 31, 2021
Cash and cash equivalents
Total current assets, excluding cash and cash equivalents
Total current liabilities, excluding current maturities of long-term debt and operating leases
Current maturities of long-term debt, net
Long-term debt, net
Stockholders’ equity
Debt to capital ratio
Debt to capital ratio, including operating lease obligations

December 31, 2020
(in millions)
429
$
291
$
690
$
110
$
242
$
219
$
62 %
92 %

$
$
$
$
$
$

378
272
486
101
247
310
53 %
89 %

As a result of the measures to reduce costs and manage liquidity as outlined above, we believe our financial position and $429 million of cash and cash
equivalents as of the date of the financial statements plus the $271 million generated in April 2021 from the completion of our IPO net of underwriting
discounts and commissions of $14 million and prior to an estimated $6 million in offering expenses, and the additional $21 million of PSP2 funding and
$150 million of PSP3 funding, will allow us to continue to navigate through any short-term demand declines and that we are well positioned to recover if and
when demand for air travel increases. In addition, our current tax receivable provides us with an opportunity, when received, to unencumber our co-brand
credit card program currently collateralizing our Treasury Loan facility, and create an additional source of liquidity if the need were to arise.
Cash Flows
The following table presents information regarding our cash flows in the three months ended March 31, 2021 and 2020:

Net cash provided by (used in) operating activities
Net cash provided by (used in) in investing activities
Net cash provided by financing activities
Net increase (decrease) in cash, cash equivalents and restricted cash
Cash, cash equivalents and restricted cash at beginning of period

$

Cash, cash equivalents and restricted cash at end of period

$

Three Months Ended March 31,
2021
2020
(in millions)
30 $
7
14
51
378
429 $

(180)
(11)
35
(156)
768
612

Operating Activities
During the three months ended March 31, 2021, net cash provided by operating activities totaled $30 million, which was primarily driven by inflows
within other net operating assets and liabilities of $127 million partly offset by a $91 million net loss resulting from the significant impact of the COVID-19
pandemic on our operations. The $127 million of inflows from other net operating assets and liabilities includes a $95 million increase in our air traffic
liability as demand has begun to recover and a $71 million increase in other liabilities as our operational
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related accruals increased during the first quarter of 2021 in line with demand, capacity and overall departure increases, partly offset by increases in accounts
receivable due primarily to higher credit card receivables and increases in our supplies and other current asset balances. Our net loss of $91 million includes
the following significant items that were adjusted in arriving at cash provided by operating activities: deferred tax benefit of $22 million, $15 million of gains
recognized on sale-leaseback transactions, an unrealized loss of $20 million on the mark to market of our warrant liability with the Treasury, depreciation and
amortization of $8 million and stock-based compensation expense of $3 million.
During the three months ended March 31, 2020, net cash used in operating activities totaled $180 million, which was primarily driven by the
$104 million cash outflow from changes in operating assets and liabilities due primarily to the $111 million phantom equity payment to our pilots in March
2020, and the significant impact of the COVID-19 pandemic on our operations and the resulting $64 million net loss. Our net loss of $64 million included the
following significant items that were adjusted in arriving at cash used in operating activities: deferred tax benefit of $36 million, $17 million of gains
recognized on sale-leaseback transactions, cash inflows from operating leases of $17 million from the return of previously unrecoverable maintenance
reserves for two aircraft, loss from de-designated derivative positions of $56 million which was offset by $42 million in cash outflows from derivative
instruments, depreciation and amortization of $8 million and stock-based compensation expense of $2 million.
Investing Activities
During the three months ended March 31, 2021, net cash provided by investing activities totaled $7 million, driven by net refunds for pre-delivery
deposit activity of $12 million. Due to the sustained impact of the COVID-19 pandemic, we minimized our investments in property and equipment resulting
in a $3 million cash outflow, along with $2 million in outflows relating to other investing activity.
During the three months ended March 31, 2020, net cash used in investing activities totaled $11 million. During the period, we made $9 million of net
pre-delivery payments for future aircraft deliveries and we made $2 million of investments in property and equipment.
Financing Activities
During the three months ended March 31, 2021, net cash provided by financing activities was $14 million, primarily driven by $13 million in net
proceeds received from sale-leaseback transactions related to A320 family aircraft delivered during 2021, $4 million in proceeds from the issuance of longterm debt, net of principal repayments due to the $12 million of proceeds from the PSP2 Promissory Note, offset by the net paydown of our PDP Financing
Facility, partly offset by $3 million of payments related to minimum tax withholdings related to share-based awards and other financing activities.
During the three months ended March 31, 2020, net cash provided by financing activities was $35 million, primarily driven by $22 million in net
proceeds received from sale-leaseback transactions related to A320 family aircraft delivered during 2020 and $13 million in proceeds from the issuance of
long-term debt, net of principal repayments.
Commitments and Contractual Obligations
Our contractual purchase commitments as of March 31, 2021 include future aircraft and engine acquisitions. Except to the extent set forth in the
applicable notes to our condensed consolidated financial statements included in Part I, Item I of this Quarterly Report on Form 10-Q, the table does not
include commitments that are contingent on events or other factors that are uncertain or unknown at this time. Due to uncertainty surrounding the timing of
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delivery of certain aircraft, the amounts in this and the following tables represent our current best estimate; however, the actual delivery schedule may differ
from the tables below, potentially materially.
A320neo
Year Ending
Remainder of 2021
2022
2023
2024
2025
Thereafter

10
9
—
—
17
50
86

Total

Total
Aircraft

A321neo
—
5
19
19
8
16
67

Engines
10
14
19
19
25
66
153

2
4
2
2
3
9
22

During December 2017, we entered into an amendment to our previously existing master purchase agreement with Airbus. Pursuant to the amendment,
we have a commitment to purchase an incremental 100 A320neo and 34 A321neo aircraft which were scheduled to be delivered through 2026. During July
2019, we entered into an amendment to the previously existing master purchase agreement that included the conversion of 15 A320neo aircraft to A321neo
aircraft and, in December 2020, we entered into an amendment to convert an additional 18 A320neo aircraft to A321neo aircraft, each of which also updated
the timing of original scheduled delivery dates as reflected in the table above. Additionally, we entered into an amendment that allows us the option to
convert 18 A320neo aircraft to A321XLR aircraft and, therefore, the conversion is not reflected in the table above. The existing and incremental purchase
commitments were amended during the fourth quarter of 2020 and are reflected in the table above, with deliveries to occur through 2028.
During April 2020, we entered into an agreement with Pratt & Whitney for a purchase commitment to supply all engines and the related maintenance
services for the incremental order book. These deliveries will begin in 2022 and are expected to occur through 2027. In addition, Pratt & Whitney will supply
a certain number of spare engines from 2022 through 2029. These commitments are reflected within the table above and in the future commitments below.
In May 2021, we entered into an early termination and buyout agreement with one of our lessors for six aircraft that were previously owned by us, which
stipulates that four A319 aircraft originally slated to be returned in December 2021 will be returned during the second and third quarters of 2021. The early
returns of these aircraft will retire the remaining A319 aircraft in our fleet.
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The following table includes our contractual obligations as of March 31, 2021, for the periods in which payments are due:
Remainder of 2021
Long-term debt(1)
Interest commitments(2)
Operating lease obligations
Flight equipment purchase obligations
Maintenance deposit obligations(3)
Total

$

$

79
5
329
522
3
938

2022-2023
$

$

72
11
809
1,860
6
2,758

2024-2025
$

$

150
9
730
2,566
6
3,461

Thereafter
$

$

60
4
928
3,906
11
4,909

Total
$

$

361
29
2,796
8,854
26
12,066

__________________
(1) Includes principal only associated with our PDP Financing Facility due through 2022, our floating rate building note through 2023, the Treasury Loan through 2025, our affinity card
unsecured debt due through 2029, and the PSP Promissory Notes through 2031. See Note 7, Debt, in the notes to our condensed consolidated financial statements included in Part I, Item I of
this Quarterly Report on Form 10-Q.
(2) Represents interest on long-term debt.
(3) Represents fixed maintenance reserve payments for aircraft and spare engines, including estimated amounts for contractual price escalations.

As of March 31, 2021, all 107 aircraft in our fleet were subject to operating leases. These leases expire between 2021 and the end of 2033.

Critical Accounting Policies and Estimates
For information regarding our critical accounting policies and estimates, see disclosures in "Management's Discussion and Analysis of Financial
Condition and Results of Operations—Critical Accounting Estimates" contained in our Prospectus filed April 2, 2021.

Off-Balance Sheet Arrangements
In response to the COVID-19 pandemic, we were granted rent payment deferrals including $31 million and $2 million which were not included within
aircraft rent expense or station operations, respectively, for the year ended December 31, 2020. The impact of the deferrals decreased operating cash flows
and unfavorably impacted our results of operations by $11 million for the three months ended March 31, 2021, which included a $19 million unfavorable
impact to aircraft rent and an $8 million favorable impact to station operations resulting from additional deferrals granted. As of March 31, 2021, we had
$22 million of rent payment deferrals that have yet to be recognized, including $12 million and $10 million related to aircraft rent expense and station
operations, respectively, which will be recognized throughout the rest of 2021 and future years as such amounts are paid.
We have various leases with respect to real property as well as various agreements among airlines relating to fuel consortia or fuel farms at airports.
Under some of these contracts, we are party to joint and several liability regarding damages. Under others, where we are a member of an LLC or other entity
that contracts directly with the airport operator, liabilities are borne through the fuel consortia structure.
Our aircraft, services, equipment lease and sale and financing agreements typically contain provisions requiring us, as the lessee, obligor or recipient of
services, to indemnify the other parties to those agreements, including certain of those parties’ related persons, against virtually any liabilities that might arise
from the use or operation of the aircraft or such other equipment. We believe that our insurance would cover most of our exposure to liabilities and related
indemnities associated with the commercial real estate leases and aircraft, services, equipment lease and sale and financing agreements described above.
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Certain of our aircraft and other financing transactions include provisions that require us to make payments to preserve an expected economic return to
the lenders if that economic return is diminished due to certain changes in law or regulations. In certain of these financing transactions and other agreements,
we also bear the risk of certain changes in tax laws that would subject payments to non-U.S. entities to withholding taxes.
Certain of these indemnities survive the length of the related financing or lease. We cannot reasonably estimate our potential future payments under the
indemnities and related provisions described above because we cannot predict when and under what circumstances these provisions may be triggered and the
amount that would be payable if the provisions were triggered because the amounts would be based on facts and circumstances existing at such time.
We have also made certain guarantees and indemnities to other unrelated parties that are not reflected on our condensed consolidated balance sheets
which we believe will not have a significant impact on our results of operations, financial condition or cash flows.
We have no other off-balance sheet arrangements.

Recently Adopted Accounting Pronouncements
See Note 1, Summary of Significant Accounting Policies, in the notes to our condensed consolidated financial statements included in Part I, Item 1 of
this Quarterly Report on Form 10-Q for a discussion of recent accounting pronouncements.
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GLOSSARY OF AIRLINE TERMS
Set forth below is a glossary of industry terms:
“A320 family” means, collectively, the Airbus series of single-aisle aircraft, including the A319ceo, A320ceo, A320neo, A321ceo and A321neo aircraft.
“A320neo family” means, collectively, the Airbus series of single-aisle aircraft that feature the new engine option, including the A320neo and A321neo
aircraft.
“Adjusted CASM” means operating expenses, excluding special items, divided by ASMs. For a discussion of such special items and a reconciliation of
CASM to Adjusted CASM (excluding fuel) and Adjusted CASM including net interest, please see “Management’s Discussion and Analysis of Financial
Condition and Results of Operations—Results of Operations.”
“Adjusted CASM including net interest” or “Adjusted CASM + net interest” means the sum of Adjusted CASM and Net interest expense (income)
excluding special items divided by ASMs. For a discussion of such special items and a reconciliation of CASM to Adjusted CASM (excluding fuel) and
Adjusted CASM including net interest, please see “Management’s Discussion and Analysis of Financial Condition and Results of Operations—Results of
Operations.”
“Adjusted CASM (excluding fuel)” means operating expenses less aircraft fuel expense and excluding special items, divided by ASMs. For a discussion
of such special items and a reconciliation of CASM to Adjusted CASM (excluding fuel) and Adjusted CASM including net interest, please see
“Management’s Discussion and Analysis of Financial Condition and Results of Operations—Results of Operations.”
“Air traffic liability” or “ATL” means the value of tickets and other related fees sold in advance of travel.
“Available seat miles” or “ASMs” means the number of seats available for passengers multiplied by the number of miles the seats are flown.
“Average aircraft in service” means the average number of aircraft used in flight operations, as calculated on a daily basis.
“Average daily aircraft utilization” means block hours divided by number of days in the period divided by average aircraft.
“Average stage length” means the average number of statute miles flown per flight segment.
“Block hours” means the number of hours during which the aircraft is in revenue service, measured from the time of gate departure before take-off until
the time of gate arrival at the destination.
“Cash burn” means change in cash and cash equivalents adjusted for cash-impacted special items as defined for each period below;
For the three months ended March 31, 2021, cash burn was calculated as the change in cash and cash equivalents ($51 million increase during the three
months ended March 31, 2021) adjusted to exclude (i) cash from the second payroll support grant funding ($128 million during the three months ended
March 31, 2021) and (ii) cash from CARES Act related debt ($12 million during the three months ended March 31, 2021), divided by days in the period.
For the year ended December 31, 2020, cash burn was calculated as the change in cash and cash equivalents ($390 million decrease during 2020)
adjusted to exclude (i) cash from CARES Act related debt ($183 million in 2020), payroll support grant ($178 million in 2020) and employee retention credit
funding ($6 million in 2020), (ii)
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cash paid for ineffective derivatives($52 million in 2020) caused by the pandemic, and (iii) pilot phantom equity settlement ($111 million in 2020) divided
by days in the period.
We believe that cash burn is a useful measure of liquidity consumed by our business. Cash burn refers to periods where this amount is negative;
references to “cash positive position” refers to the foregoing definition when the foregoing calculation is positive. Our definition of cash burn may not be
calculated in the same manner as similarly labeled statistics used by other airlines.
“CASM” or “unit costs” means operating expenses divided by ASMs.
“CASM including net interest” means the sum of CASM and Net interest expense (income) divided by ASMs.
“DOT” means the United States Department of Transportation.
“EPA” means the United States Environmental Protection Agency.
“FAA” means the United States Federal Aviation Administration.
“Fare revenue” consists of base fares for air travel, including mileage credits redeemed under our frequent flyer program, unused and expired passenger
credits, other redeemed or expired travel credits and revenue derived from charter flights.
“Fare revenue per passenger” means fare revenue divided by passengers.
“FTE” means full-time equivalent employee.
“GDS” means a Global Distribution System such as Amadeus, Sabre and Travelport, used by travel agencies and corporations to purchase tickets on
participating airlines.
“LCC” means low-cost carrier.
“Load factor” means the percentage of aircraft seat miles actually occupied on a flight (RPMs divided by ASMs).
“Net interest expenses (income)” means interest expense, capitalized interest, interest income and other.
“NMB” means the National Mediation Board.
“Non-fare passenger revenue” consists of fees related to certain ancillary items such as baggage, service fees, seat selection, and other passenger-related
revenue that is not included as part of base fares for travel.
“Non-fare passenger revenue per passenger” means non-fare passenger revenue divided by passengers.
“Operating revenue per ASM,” “RASM” or “unit revenue” means total operating revenue divided by ASMs.
“Other revenue” consists primarily of services not directly related to providing transportation, such as the advertising, marketing and brand elements of
the Frontier Miles affinity credit card program and commissions revenue from the sale of items such as rental cars and hotels.
“Other revenue per passenger” means other revenue divided by passengers.
“Passengers” means the total number of passengers flown on all flight segments.
“Passenger revenue” consists of fare revenue and non-fare passenger revenue.
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“PDP” means pre-delivery deposit payments, which are payments required by aircraft manufacturers in advance of delivery of the aircraft.
“RASM” means total revenue divided by ASMs.
“Revenue passenger miles” or “RPMs” means the number of miles flown by passengers.
“RLA” means the United States Railway Labor Act.
“Total Revenue per passenger” means the sum of fare revenue, non-fare passenger revenue, and other revenue (collectively, “Total Revenue”) divided by
passengers.
“Treasury” means the United States Department of the Treasury
“TSA” means the United States Transportation Security Administration.
“ULCC” means ultra low-cost carrier.
“VFR” means visiting friends and relatives.

ITEM 3. Quantitative and Qualitative Disclosure About Market Risk
We are subject to market risks in the ordinary course of our business. These risks include commodity price risk, specifically with respect to aircraft fuel,
as well as interest and foreign exchange rate risk. The adverse effects of changes in these markets could pose a potential loss as discussed below. The
sensitivity analysis provided does not consider the effects that such adverse changes may have on overall economic activity, nor does it consider additional
actions we may take to mitigate our exposure to such changes. Actual results may differ.
Aircraft Fuel. Our results of operations can vary materially due to changes in the price and availability of aircraft fuel and are also impacted by the
number of aircraft in use and the number of flights we operate. Aircraft fuel represented approximately 23% and 31% of total operating expenses for the
three months ended March 31, 2021 and 2020, respectively. Unexpected changes in the pricing of aircraft fuel or a shortage or disruption in the supply could
have a material adverse effect on our business, results of operations and financial condition. Our strategy has been primarily to purchase out-of-the-money
call options which are intended to provide protection against a large upward movement in fuel prices, while also allowing us to participate in any material
fall in fuel prices. While this has been our strategy, we entered into collars during 2019 that resulted in significant payment in 2020 when the price of fuel
went below the put. As of March 31, 2021 and December 31, 2020 we had no fuel derivative contracts outstanding.
We measure our fuel derivative instruments at fair value, which is determined using standard option valuation models that use observable market inputs
including contractual terms, market prices, yield curves, fuel price curves and measures of volatility. Changes in the related commodity derivative instrument
cash flows may change by more or less than the fair value based on further fluctuations in futures prices. Outstanding financial derivative instruments expose
us to credit loss in the event of non-performance by the counterparties to the agreements.
Interest Rates. We are subject to market risk associated with changing interest rates, due to LIBOR-based interest rates on our PDP Financing Facility,
floating rate building note, PSP Promissory Notes, Treasury Loan, and our affinity card advance purchase of mileage credits. With respect to the PDP
Financing Facility, we are exposed to interest rate risk through aircraft lease contracts for the time period between agreement of terms and commencement of
the lease, where portions of the rental payments are adjusted and become fixed based on the seven or nine year swap rate. As part of our risk management
program, we enter into contracts in order to limit the exposure to fluctuations in interest rates. During the three months ended March 31, 2021, the Company
did not enter into any swaps and during the three months ended March 31, 2020, the Company paid upfront premiums of $4 million for the
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option to enter into and exercise cash settled swaps with a forward starting effective date. As of March 31, 2021, the Company has hedged $327 million in
aircraft rent payments for eight aircraft to be delivered by the end of 2021.
Foreign Exchange. We have de minimis foreign currency risks related to our station operating expenses denominated in currencies other than the U.S.
dollar, primarily the Mexican peso, Dominican Republic peso and Canadian dollar. Our revenue is U.S. dollar denominated.

ITEM 4. Controls and Procedures
Evaluation of Disclosure Controls and Procedures
Management, with the participation of our Chief Executive Officer and our Chief Financial Officer, evaluated the effectiveness of our disclosure controls
and procedures as of March 31, 2021. The term “disclosure controls and procedures,” as defined in Rules 13a-15(e) and 15d-15(e) under the Exchange Act,
refers to the controls and other procedures of a company that are designed to ensure that information required to be disclosed by a company in the reports
that it files or submits under the Exchange Act is recorded, processed, summarized and reported, within the time periods specified in the SEC’s rules and
forms. Disclosure controls and procedures include, without limitation, controls and procedures designed to ensure that information required to be disclosed
by a company in the reports that it files or submits under the Exchange Act is accumulated and communicated to our management, including its chief
executive and principal financial officers, as appropriate to allow timely decisions regarding required disclosure. Based on such evaluation, our Chief
Executive Officer and Chief Financial Officer concluded that, as of the end of the period covered by this Quarterly Report on Form 10-Q, our disclosure
controls and procedures were effective at the reasonable assurance level.

PART II. OTHER INFORMATION
ITEM 1. LEGAL PROCEEDINGS
From time to time, we have been and will continue to be subject to commercial litigation claims and to administrative and regulatory proceedings and
reviews that may be asserted or maintained. We believe the ultimate outcome of such lawsuits, proceedings and reviews is not reasonably likely, individually
or in the aggregate, to have a material adverse effect on our business, results of operations and financial condition.

ITEM 1A. RISK FACTORS
Investing in our common stock involves a high degree of risk. You should carefully consider the risks and uncertainties described below, together with all
of the other information in this Quarterly Report on Form 10-Q, including the section titled “Management’s Discussion and Analysis of Financial Condition
and Results of Operations” and our consolidated financial statements and related notes, before making a decision to invest in our common stock. The risks
and uncertainties described below may not be the only ones we face, and many of such risks have been and will be exacerbated by the coronavirus ("COVID19") pandemic. If any of these risks should occur, our business, results of operations, financial condition or growth prospects could be adversely affected. In
those cases, the trading price of our common stock could decline and you may lose all or part of your investment.
Risks Related to Our Industry
The COVID-19 pandemic and measures to reduce its spread have had, and are expected to continue to have, a material adverse impact on our business,
results of operations and financial condition.
In December 2019, a novel strain of coronavirus was reported in Wuhan, China. COVID-19 has since spread to almost every country in the world,
including the United States. The World Health Organization has declared COVID-19 a pandemic. The outbreak of COVID-19 and the implementation of
measures to reduce its spread have adversely impacted our business and continue to adversely impact our business in a number of ways. Multiple
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governments in countries we serve, principally the United States, have responded to the virus with air travel restrictions and closures or recommendations
against air travel, the implementation of mandatory quarantine periods after travel, and certain countries we serve have required airlines to limit or
completely stop operations. In response to the COVID-19 pandemic, we have significantly reduced capacity from our original plan and will continue to
evaluate the need for further flight schedule adjustments. While we experienced a modest uptick in demand during the latter half of the second quarter and
continuing into the third and fourth quarters of 2020, demand was negatively impacted by a resurgence of COVID-19 cases in certain domestic markets. The
length and severity of the decline in demand due to the impacts of the COVID-19 pandemic is uncertain and, as such, we expect the adverse impact to
continue to persist throughout 2021. Although we have seen early signs of recovery in airline travel, there is no assurance that it will continue or the pace at
which it will recover, and the recovery we anticipate may not materialize in a timely manner or at all.
In response to the impacts of the COVID-19 pandemic, beginning in March 2020, we have taken measures to address the significant cash outflows
resulting from the sharp decline in demand and we continue to evaluate options should the lack of demand for air travel continue beyond the near term.
During 2020 and through March 31, 2021, we also reduced our flight schedule to match demand levels and implemented various other initiatives to reduce
costs and manage liquidity including, but not limited to:
• reducing planned headcount increases;
• reducing employee related costs, including:
◦ salary reductions and/or deferrals for our officers and board members;
◦ suspension of merit salary increases for 2020; and
◦ voluntary paid and unpaid leave of absence programs for employees not covered under labor arrangements, as well as certain employees
covered under such arrangements, including pilots and flight attendants, that range from one month to six months;
• deferring aircraft deliveries;
• reducing discretionary expenses;
• reaching agreements with major vendors, which are primarily related to many of our aircraft and engine leases as well as airports, for deferral of
payments and deliveries until later in 2020 and into 2021;
• delaying non-essential maintenance projects and reducing or suspending other discretionary spending;
• reducing non-essential capital projects;
• securing current funding and future liquidity from the CARES Act, PSP, PSP2, and other financing sources; and
• amending certain debt covenant metrics to align with current and expected demand.
Additionally, we also outsource certain critical business activities to third parties, including our dependence on a limited number of suppliers for our
aircraft and engines. As a result, we have increased our reliance on the successful implementation and execution of the business continuity planning of such
third-party service providers in the current environment. If one or more of such third parties experience operational failures as a result of the impacts from
the spread of COVID-19, or claim that they cannot perform due to a force majeure event, it may have a material adverse impact on our business, results of
operations and financial condition.
The extent of the impact of the COVID-19 pandemic on our business, results of operations and financial condition will depend on future developments,
including the currently unknowable duration of the COVID-19 pandemic; the efficacy of COVID-19 vaccines; impact of existing and future governmental
regulations, travel advisories, testing regimes, and restrictions that are imposed in response to the COVID-19 pandemic; additional reductions to our flight
capacity, or a voluntary temporary cessation of all flights, that we implement in response to the COVID-19 pandemic; and the impact of the COVID-19
pandemic on consumer behavior, such as a reduction in the demand for air travel, especially in our destination cities. The potential economic impact brought
on by the COVID-19 pandemic is difficult to assess or predict, and it has already caused, and is likely to result in further, significant disruptions of global
economies and financial markets, which may reduce our ability to access capital on favorable terms or at all, and increase the cost of capital. In addition, a
recession, depression or other sustained adverse economic event resulting from the spread of COVID-19 would materially adversely impact our business and
the value of our common stock. The COVID-19 pandemic makes it more challenging for management to estimate
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future performance of our business, particularly over the near to medium term. A further significant decline in demand for our flights could have a materially
adverse impact on our business, results of operations and financial condition.
We are depending upon a successful COVID-19 vaccine, including an efficient distribution and sufficient supply, and significant uptake by the general
public in order to normalize economic conditions, the airline industry and our business operations and to realize our growth plans and business strategy. The
potential efficacy and availability of a COVID-19 vaccine and the extent to which a vaccine is widely accepted is highly uncertain, and we cannot predict if
or when we will be able to resume full normal operations. The failure of a vaccine, including to the extent it is not effective against any COVID-19 variants,
significant unplanned adverse reactions to the vaccine, politicization of the vaccine or general public distrust of the vaccine could have an adverse effect on
our business, results of operations and financial condition.
On March 27, 2020, the CARES Act was signed into law. On April 30, 2020 we entered into a Payroll Support Program Agreement with the U.S.
Department of the Treasury (the “Treasury) to receive funding through the PSP over the second and third quarters of 2020 (the “PSP Agreement”). On
September 28, 2020, we entered into an agreement with the Treasury for a term loan facility (“Treasury Loan”), on January 15, 2021, we entered into an
agreement with the Treasury for additional funding under the Payroll Support Extension Agreement (the “PSP2 Agreement”), and on April 29, 2021, the
Company entered into an agreement with the Treasury for additional funding under the third Payroll Support Program (the “PSP3 Agreement”). The funding
we received is subject to significant restrictions and limitations. See “—We have agreed to certain restrictions on our business by accepting financing under
the CARES Act.”
The COVID-19 pandemic may also exacerbate other risks described in this “Risk Factors” section, including, but not limited to, our competitiveness,
demand for our services, shifting consumer preferences and our substantial amount of outstanding indebtedness.
We have agreed to certain restrictions on our business by accepting financing under the CARES Act.
On March 27, 2020, the CARES Act was signed into law. The CARES Act provided liquidity in the form of loans, loan guarantees, and other
investments to air carriers, such as us, that incurred, or are expected to incur, covered losses such that the continued operations of the business are
jeopardized, as determined by the Treasury.
On April 30, 2020, we reached an agreement with the U.S. government under which we would receive $205 million of installment funding comprised of
a $174 million grant (“PSP Grant”) for payroll support for the period from April 2020 through September 30, 2020, and a $31 million unsecured 10-year,
low interest loan (“PSP Promissory Note”). In addition, on September 30, 2020, the Treasury provided us with an additional disbursement under the PSP of
$6 million, comprised of an additional $4 million toward the PSP Grant, and $2 million toward the PSP Promissory Note. In connection with our
participation in the PSP, we also issued to the Treasury warrants pursuant to a warrant agreement to purchase up to 522,576 shares of our common stock, par
value $0.001 per share, with an exercise price of $6.36 per share (the value of a share of common stock on April 9, 2020 as determined by a third-party
valuation).
On September 28, 2020, we entered into a $574 million secured term loan facility with the Treasury, of which we borrowed $150 million. As of March
31, 2021, we have issued 2,358,090 warrants with an exercise price of $6.36 per share in conjunction with the first draw on the loan. The warrants expire in
five years from the date of issuance, are settled in cash or shares, are transferable, have no voting rights and contain customary terms regarding anti-dilution.
If the Treasury or any subsequent warrant holder exercises the warrants, the interest of our holders of common stock would be diluted and we would be
partially owned by the U.S. government, which could have a negative impact on our common stock price, and which could require increased resources and
attention by our management.

50

On January 15, 2021, as a result of the Consolidated Appropriations Act of 2021, which extended the PSP provisions of the CARES Act, the Company
entered into an agreement with the Treasury for a minimum of $140 million of installment funding under the PSP2 Agreement, comprised of a $128 million
grant (“PSP2 Grant”) for the continuation of payroll support through March 31, 2021, and a $12 million unsecured 10-year low interest loan (“PSP2
Promissory Note”), all of which was received during the three months ended March 31, 2021. In conjunction with the PSP2 Promissory Note, the Company
issued warrants to the Treasury to acquire up to 103,208 shares of common stock of FGHI at an exercise price of $11.65 per share.
In April 2021, the Treasury provided us with an additional disbursement under the PSP2 Agreement of $21 million, comprised of an additional
$15 million toward the PSP2 Grant, and $6 million toward the PSP2 Promissory Note. In conjunction with this additional funding, we granted the Treasury
warrants to purchase up to 54,105 additional shares of common stock of FGHI at an exercise price of $11.65 per share.
The American Rescue Plan Act (“ARP”), enacted on March 11, 2021, provided for additional assistance to passenger air carriers that received financial
relief under PSP2 ("PSP3"). On April 29, 2021, the Company entered into an agreement with the Treasury for approximately $150 million of installment
funding under the PSP3 Agreement, comprised of a $135 million grant (“PSP3 Grant”) for the continuation of payroll support through September 30, 2021,
and a $15 million unsecured 10-year low interest loan (“PSP3 Promissory Note”). In conjunction with funding from PSP3, the Company agreed to issue the
Treasury warrants to purchase up to 79,961 additional shares of common stock of FGHI at an exercise price of $18.85 per share.
In connection with our participation in the PSP, PSP2, PSP3, and the Treasury Loan, we are, and continue to be, subject to certain restrictions and
limitations, including, but not limited to:
•
•
•
•
•
•
•

Restrictions on repurchases of equity securities listed on a national securities exchange or payment of dividends until the later of September 30,
2022 or one year after the Treasury Loan facility is repaid;
Requirements to maintain certain levels of scheduled services (including to destinations where there may currently be significantly reduced or no
demand);
A prohibition on involuntary terminations or furloughs of employees (except for health, disability, cause, or certain disciplinary reasons) through
September 30, 2021;
A prohibition on reducing the salary, wages, or benefits of our employees (other than our executive officers or independent contractors, or as
otherwise permitted under the terms of the PSP, PSP2 and PSP3) through September 30, 2021;
Limits on certain executive compensation including limiting pay increases and severance pay or other benefits upon terminations, until the later of
April 1, 2023 or one year after the Treasury Loan facility is repaid;
Limitations on the use of the grant funds exclusively for the continuation of payment of employee wages, salaries and benefits; and
Additional reporting and recordkeeping requirements.

These restrictions and requirements could materially adversely impact our business, results of operations and financial condition by, among other things,
requiring us to change certain of our business practices and to maintain or increase cost levels to maintain scheduled service and employment with little or no
offsetting revenue, affecting retention of key personnel and limiting our ability to effectively compete with others in our industry who may not be receiving
funding and may not be subject to similar limitations.
We cannot predict whether the assistance from the Treasury will be adequate to continue to pay our employees for the duration of the COVID-19
pandemic or whether additional assistance will be required or available in the future. There can be no assurance that loans or other assistance will be
available through the CARES Act or any other legislation, or whether we will be eligible to receive any additional assistance, if needed.
Further, the Treasury Loan Agreement includes affirmative and negative covenants that restrict our ability to, among other things, dispose of certain
assets, merge, consolidate or sell assets, incur certain additional indebtedness or pay certain dividends. In addition, we are required to maintain unrestricted
cash and cash equivalents and unused
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commitments available under all revolving credit facilities aggregating not less than $250 million and to maintain a minimum ratio of the borrowing base of
the collateral. If we do not meet the minimum collateral coverage ratio, we must either provide additional collateral to secure our obligations under the
Treasury Loan Agreement or repay the loans by an amount necessary to maintain compliance with the collateral coverage ratio.
The airline industry is exceedingly competitive, and we compete against legacy network airlines, low-cost carriers and other ultra low-cost carriers; if we
are not able to compete successfully in our markets, our business will be materially adversely affected.
We face significant competition with respect to routes, fares and services. Within the airline industry, we compete with legacy network carriers, low-cost
carriers (“LCCs”), and ULCCs. There are presently three very large legacy network carriers in the United States, American Airlines, Delta Air Lines and
United Airlines, which together with Southwest Airlines, which classifies itself as an LCC, are commonly referred to as the “Big Four” carriers. There are
presently two additional legacy network carriers in the United States, Alaska Airlines and Hawaiian Airlines, which together with JetBlue Airways, which
classifies itself as an LCC, are commonly referred to as the “Middle Three” carriers. Finally, there are presently three ULCCs in the United States, Frontier,
Allegiant Travel Company, and Spirit Airlines. Competition on most of the routes we presently serve is intense, due to the large number of carriers in those
markets. Furthermore, other airlines may begin service or increase existing service on routes where we currently face no or little competition. In almost all
instances, our competitors are larger than us and possess significantly greater financial and other resources than we do.
The airline industry is particularly susceptible to price discounting because, once a flight is scheduled, airlines incur only nominal additional costs to
provide service to passengers occupying otherwise unsold seats. Increased fare or other price competition could adversely affect our operations. Airlines
typically use discount fares and other promotions to stimulate traffic during normally slower travel periods to generate cash flow and to increase revenue per
available seat mile. The prevalence of discount fares can be particularly acute when a competitor has excess capacity to sell. Given the high levels of excess
capacity among U.S. airlines generally as a result of the COVID-19 pandemic, we expect to face significant discounted fare competition as the U.S. market
recovers. Moreover, many other airlines have unbundled their services, at least in part, by charging separately for services such as baggage and advance seat
selection which previously were offered as a component of base fares. This unbundling and other cost-reducing measures could enable competitor airlines to
reduce fares on routes that we serve.
In addition, airlines increase or decrease capacity in markets based on perceived profitability. If our competitors increase overall industry capacity, or
capacity dedicated to a particular domestic or foreign region, market or route that we serve, it could have a material adverse impact on our business. For
instance, in 2017 there was widespread capacity growth across the United States, including in many of the markets in which we operate. In particular, during
2017, both Southwest Airlines and United Airlines increased their capacity in Denver. The domestic airline industry has often been the source of fare wars
undertaken to grow market share or for other reasons, including, for example, actions by American Airlines in 2015 and United Airlines in 2017 to match
fares offered in many of its markets by ULCCs, with resulting material adverse effects on the revenues of the airlines involved. The increased capacity across
the United States in 2017 exacerbated the competitive pricing environment, particularly beginning in the second quarter of 2017, and this activity continued
throughout 2018 and the first half of 2019. Given the decreased demand resulting from the COVID-19 pandemic, we expect significant competition,
including price competition at least in the short-term and as the U.S. market recovers. If we continue to experience increased competition our business could
be materially adversely affected.
We also expect new work patterns and the increased growth of work from home will lead to increasing number of employees choosing to live remotely
from their office location, which could significantly alter the historical demand levels on the routes we serve. While we believe our low fares and low costs
will enable us to grow our network in new markets profitably to take advantage of new demand patterns as they arise, there can be no assurance that we will
be successful in doing so or that we will be able to successfully compete with other U.S. airlines on such routes. If we fail to establish ourselves in such new
markets our business could be materially adversely affected.
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Our growth and the success of our ULCC business model could stimulate competition in our markets through our competitors’ development of their own
ULCC strategies or new market entrants, including several new entrants, including Avelo Airlines and Breeze Airways, that have commenced or announced
the intention to commence operations. For example, certain legacy network airlines have further segmented the cabins of their aircraft in order to enable
them to offer a new tier of reduced base fares designed to be competitive with those offered by us and other ULCCs. We expect the legacy airlines to
continue to match low-cost carrier and ULCC pricing on portions of their network. A competitor adopting a ULCC strategy may have greater financial
resources and access to lower cost sources of capital than we do, which could enable them to execute a ULCC strategy with a lower cost structure than we
can. If these competitors adopt and successfully execute a ULCC business model, our business, results of operations and financial condition could be
materially adversely affected.
There has been significant consolidation within the airline industry, including, for example, the combinations of American Airlines and US Airways,
Delta Air Lines and Northwest Airlines, United Airlines and Continental Airlines, Southwest Airlines and AirTran Airways, and Alaska Airlines and Virgin
America. In the future, there may be additional consolidation in the airline industry. Business combinations could significantly alter industry conditions and
competition within the airline industry and could enable our competitors to reduce their fares.
The extremely competitive nature of the airline industry could prevent us from attaining the level of passenger traffic or maintaining the level of fares or
revenues related to non-fare services required to achieve and sustain profitable operations in new and existing markets and could impede our growth strategy,
which could harm our operating results. Due to our relatively small size, we are susceptible to a fare war or other competitive activities in one or more of the
markets we serve, which could have a material adverse effect on our business, results of operations and financial condition.
Our business has been and may in the future be materially adversely affected by the price and availability of aircraft fuel. Unexpected pricing of aircraft
fuel or a shortage or disruption in the supply of aircraft fuel could have a material adverse effect on our business, results of operations and financial
condition.
The cost of aircraft fuel is highly volatile and in recent years has generally been one of our largest individual operating expenses, accounting for 23%
and 31% of our operating expenses for the three months ended March 31, 2021 and 2020, respectively. High fuel prices or increases in fuel costs (or in the
price of crude oil) could result in increased levels of expense, and we may not be able to increase ticket prices sufficiently to cover such increased fuel costs,
particularly when fuel prices rise quickly. We also sell a significant number of tickets to passengers well in advance of travel, and, as a result, fares sold for
future travel may not reflect such increased fuel costs. In addition, our ability to increase ticket prices to offset an increase in fuel costs is limited by the
competitive nature of the airline industry and the price sensitivity associated with air travel, particularly leisure travel, and any increases in fares may reduce
the general demand. Conversely, prolonged low fuel prices could limit our ability to differentiate our product and low fares from those of the legacy network
airlines and LCCs, as prolonged low fuel prices could enable such carriers to, among other things, substantially decrease their costs, fly longer stages or
utilize older aircraft. In addition, prolonged low fuel prices could also reduce the benefit we expect to receive from the new technology, more fuel-efficient
A320neo family aircraft we operate and have on order. See also “Risks Related to Our Business—We may be subject to competitive risks due to the longterm nature of our fleet order book and the unproven new engine technology utilized by the aircraft in our order book.” Aircraft fuel expense per gallon
decreased 35% in the three months ended March 31, 2021 to $1.88 compared to the three months ended March 31, 2020, resulting from lower demand as a
result of the COVID-19 pandemic and due to losses on fuel hedges during 2020. Any future fluctuations in aircraft fuel prices or sustained high or low prices
could have a material adverse effect on our business, results of operations and financial condition.
Our business is also dependent on the availability of aircraft fuel (or crude oil), which is not predictable. Weather-related events, natural disasters,
terrorism, wars, political disruption or instability involving oil-producing countries, changes in governmental or cartel policy concerning crude oil or aircraft
fuel production, labor strikes, cyberattacks or other events affecting refinery production, transportation, taxes, marketing, environmental concerns, market
manipulation, price speculation and other unpredictable events may drive actual or perceived fuel supply shortages. Shortages in the availability of, or
increases in demand for, crude oil in general, other crude oil-based fuel
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derivatives and aircraft fuel in particular could result in increased fuel prices and could have a material adverse effect on our business, results of operations
and financial condition.
As of March 31, 2021, we had no fuel cash flow hedges for future fuel consumption. Our results for the three months ended March 31, 2020 include
operating expenses of $56 million relating to the de-designation of fuel hedges resulting from the COVID-19 pandemic on the quantities where consumption
was not deemed probable. During 2020 our hedges consisted of call options and collar structures, although we have in the past and may in the future use
other instruments such as swaps on jet fuel or highly correlated commodities and fixed forward price contracts (“FFPs”) which allow us to lock in the price
of jet fuel for specified quantities and at specified locations in future periods. We cannot assure you our fuel hedging program will be effective or that we will
maintain a fuel hedging program. Even if we are able to hedge portions of our future fuel requirements, we cannot guarantee that our hedge contracts will
provide an adequate level of protection against increased fuel costs or that the counterparties to our hedge contracts will be able to perform. Our fuel hedge
contracts may contain margin funding requirements that could require us to post collateral to counterparties in the event of a significant drop in fuel prices in
the future. Additionally, our ability to realize the benefit of declining fuel prices may be delayed by the impact of any fuel hedges in place, and we may
record significant losses on fuel hedges during periods of declining prices. A failure of our fuel hedging strategy, significant margin funding requirements,
overpaying for fuel through the use of hedging arrangements or our failure to maintain a fuel hedging program could prevent us from adequately mitigating
the risk of fuel price increases and could have a material adverse effect on our business, results of operations and financial condition.
Restrictions on or increased taxes applicable to charges for non-fare products and services paid by airline passengers and burdensome consumer
protection regulations or laws could harm our business, results of operations and financial condition.
For the three months ended March 31, 2021 and 2020, we generated non-fare passenger revenues of $162 million and $309 million , respectively. Our
non-fare passenger revenue consists primarily of revenue generated from air travel-related services such as baggage fees, service fees, seat selection fees and
other passenger-related revenue and are a component of our passenger revenue within the condensed consolidated statements of operations. The Department
of Transportation (“DOT”) has rules governing many facets of the airline-consumer relationship, including, for instance, consumer notice requirements,
handling of consumer complaints, price advertising, lengthy tarmac delays, oversales and denied boarding process/compensation, ticket refunds, liability for
loss, delay or damage to baggage, customer service commitments, contracts of carriage, consumer disclosures and the transportation of passengers with
disabilities. The DOT periodically audits airlines to determine whether such airlines have violated any of the DOT rules. The DOT has conducted audits of
our business and routine post-audit investigations of our business are ongoing. If the DOT determines that we are not, or have not been, in compliance with
these rules or if we are unable to remain compliant, the DOT may subject us to fines or other enforcement action. For instance, in 2017 we were fined
$0.40 million by the DOT for certain infractions relating to oversales, passengers with disabilities, and customer service plan rules, $40,000 for certain
infractions relating to oversales disclosure and notice requirements, the domestic baggage liability limit rule, and customer service plan rules; and $1.5
million by the DOT relating to lengthy tarmac delays, which was offset by a $0.9 million credit for compensation provided to passengers on the affected
flights and other delayed flights. In addition, on March 12, 2021, the DOT advised us that it was in receipt of information indicating that the Company had
failed to comply with certain DOT consumer protection requirements relating to our consumer refund and credit practices and requested that we provide
certain information to the DOT. We are cooperating with the DOT request.
The DOT may also impose additional consumer protection requirements, including adding requirements to modify our websites and computer
reservations system, which could have a material adverse effect on our business, results of operations and financial condition. The FAA Reauthorization Act
of 2018 provided for several new requirements and rulemakings related to airlines, including but not limited to: (i) prohibition on voice communication cell
phone use during certain flights, (ii) insecticide use disclosures, (iii) new training policy best practices for training regarding racial, ethnic, and religious nondiscrimination, (iv) training on human trafficking for certain staff, (v) departure gate stroller check-in, (vi) the protection of pets on airplanes and service
animal standards, (vii) requirements to refund promptly to passengers any ancillary fees paid for services not received, (viii)
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consumer complaint process improvements, (ix) pregnant passenger assistance, (x) restrictions on the ability to deny a revenue passenger permission to board
or involuntarily remove such passenger from the aircraft, (xi) minimum customer service standards for large ticket agents, (xii) information publishing
requirements for widespread disruptions and passenger rights, (xiii) submission of plans pertaining to employee and contractor training consistent with the
Airline Passengers with Disabilities Bill of Rights, (xiv) ensuring assistance for passengers with disabilities, (xv) flight attendant duty period limitations and
rest requirements, including submission of a fatigue risk management plan, (xvi) submission of policy concerning passenger sexual misconduct, (xvii)
development of Employee Assault Prevention and Response Plan related to the customer service agents, (xviii) increased penalties available related to harm
to passengers with disabilities or damage to wheelchairs or other mobility aids and (xix) minimum dimensions for passenger seats. The DOT also published a
Notice of Proposed Rulemaking in January 2020 regarding the accessibility features of lavatories and onboard wheelchair requirements on certain singleaisle aircraft with an FAA certificated maximum capacity of 125 seats or more, training flight attendants to proficiency on an annual basis to provide
assistance in transporting qualified individuals with disabilities to and from the lavatory from the aircraft seat, and providing certain information on request
to qualified individuals with a disability or persons inquiring on their behalf, on the carrier’s website, and in printed or electronic form on the aircraft
concerning the accessibility of aircraft lavatories. The DOT also recently published Final Rules regarding traveling by air with service animals and defining
unfair or deceptive practices. The DOT also recently published a Final Rule clarifying that the maximum amount of denied boarding compensation that a
carrier may provide to a passenger denied boarding involuntarily is not limited, prohibiting airlines from involuntarily denying boarding to a passenger after
the passenger’s boarding pass has been collected or scanned and the passenger has boarded (subject to safety and security exceptions), raising the liability
limits for denied boarding compensation, and raising the liability limit for mishandled baggage in domestic air transportation. The U.S. Congress and the
DOT have examined the increasingly common airline industry practice of unbundling the pricing of certain products and ancillary services, a practice that is
a core component of our business strategy. If new laws or regulations are adopted that make unbundling of airline products and services impermissible, or
more cumbersome or expensive, or if new taxes are imposed on non-fare passenger revenues, our business, results of operations and financial condition
could be harmed. Congressional, Federal agency and other government scrutiny may also change industry practice or the public’s willingness to pay for nonfare ancillary services. See also “—We are subject to extensive and increasing regulation by the Federal Aviation Administration, the Department of
Transportation, the Transportation Security Administration, U.S. Customs and Border Protection and other U.S. and foreign governmental agencies,
compliance with which could cause us to incur increased costs and adversely affect our business and financial results.”
The demand for airline services is highly sensitive to changes in economic conditions, and another recession or similar economic downturn in the United
States or globally would further weaken demand for our services and have a material adverse effect on our business, results of operations and financial
condition, particularly since a substantial portion of our customers travel for leisure or other non-essential purposes.
The demand for travel services is affected by U.S. and global economic conditions. Unfavorable economic conditions, such as those resulting from
reaction to the COVID-19 pandemic, have historically reduced airline travel spending. For most cost-conscious leisure travelers, travel is a discretionary
expense, and though we believe ULCCs are best suited to attract travelers during periods of unfavorable economic conditions as a result of such carriers’ low
base fares, travelers have often elected to replace air travel at such times with various other forms of ground transportation or have opted not to travel at all.
Likewise, during periods of unfavorable economic conditions, businesses have deferred air travel or forgone it altogether. Travelers have also reduced
spending by purchasing fewer non-fare services, which can result in a decrease in average revenue per passenger. Because airlines typically have relatively
high fixed costs as a percentage of total costs, much of which cannot be mitigated during periods of lower demand for air travel, the airline business is
particularly sensitive to changes in U.S. and global economic conditions. A reduction in the demand for air travel due to unfavorable economic conditions
also limits our ability to raise fares to counteract increased fuel, labor and other costs. If U.S. or global economic conditions are unfavorable or uncertain for
an extended period of time, it would have a material adverse effect on our business, results of operations and financial condition. In particular, the ongoing
COVID-19 pandemic and associated decline in economic activity and increase in unemployment levels are expected to have a severe and prolonged effect on
the global economy generally and, in turn, is expected to depress demand for air travel into the foreseeable future. Due
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to the uncertainty surrounding the duration and severity of the COVID-19 pandemic, we can provide no assurance as to when and at what pace demand for
air travel will return to pre-pandemic levels, if at all.
We face competition from air travel substitutes.
In addition to airline competition from legacy network airlines, LCCs and other ULCCs, we also face competition from air travel substitutes, partially as
a result of the COVID-19 pandemic. On our domestic routes, particularly those with shorter stage lengths, we face competition from some other
transportation alternatives, such as bus, train or automobile. In addition, technology advancements may limit the demand for air travel. For example, video
teleconferencing, virtual and augmented reality and other methods of electronic communication may reduce the need for in-person communication and add a
new dimension of competition to the industry as travelers seek lower-cost substitutes for air travel. If we are unable to stimulate demand for air travel with
our low base fares or if we are unable to adjust rapidly in the event the basis of competition in our markets changes, it could have a material adverse effect on
our business, results of operations and financial condition.
Threatened or actual terrorist attacks or security concerns, particularly involving airlines, could have a material adverse effect on our business, results of
operations and financial condition.
Past terrorist attacks or attempted attacks, particularly those against airlines, have caused substantial revenue losses and increased security costs, and any
actual or threatened terrorist attack or security breach, even if not directly against an airline, could have a material adverse effect on our business, results of
operations and financial condition. For instance, enhanced passenger screening, increased regulation governing carry-on baggage and other similar
restrictions on passenger travel may further increase passenger inconvenience and reduce the demand for air travel. In addition, increased or enhanced
security measures have tended to result in higher governmental fees imposed on airlines, resulting in higher operating costs for airlines, which we may not be
able to pass on to consumers in the form of higher prices. Terrorist attacks made directly on an airline, particularly in the U.S., or the fear of such attacks or
other hostilities (including elevated national threat warnings or selective cancellation or redirection of flights due to terror threats), would have a negative
impact on the airline industry and have a material adverse effect on our business, results of operations and financial condition.
Airlines are often affected by factors beyond their control, including: air traffic congestion at airports; air traffic control inefficiencies; government
shutdowns; major construction or improvements at airports; aircraft and engine defects; FAA grounding of aircraft; adverse weather conditions;
increased security measures; new travel-related taxes; or the outbreak of disease, any of which could have a material adverse effect on our business,
results of operations and financial condition.
Like other airlines, our business is affected by factors beyond our control, including air traffic congestion at airports, air traffic control inefficiencies,
government shutdowns, major construction or improvements at airports at which we operate, increased security measures, new travel-related identification
requirements, taxes and fees, adverse weather conditions, natural disasters and the outbreak of disease. Flight delays caused by these factors may frustrate
passengers and may increase costs and decrease revenues, which in turn could adversely affect profitability. The federal government controls all U.S.
airspace, and airlines are completely dependent on the FAA to operate that airspace in a safe, efficient and affordable manner. The federal government also
controls airport security. The air traffic control system, which is operated by the FAA, faces challenges in managing the growing demand for U.S. air travel.
U.S. and foreign air-traffic controllers often rely on outdated technologies that routinely overwhelm the system and compel airlines to fly inefficient, indirect
routes resulting in delays. In addition, federal government slow-downs or shutdowns may further impact the availability of federal resources, such as air
traffic controllers and security personnel, necessary to provide air traffic control and airport security, which may cause delays or cancellations of flights or
may impact our ability to take delivery of aircraft or expand our route network or airport footprint. Further, implementation of the Next Generation Air
Transport System, or NextGen, by the FAA could result in changes to aircraft routings and flight paths that could lead to increased noise complaints and
other lawsuits, resulting in increased costs. The U.S. Congress could enact legislation that could impose a wide range of consumer protection requirements,
which could increase our costs of doing business.
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In addition, airlines may also experience disruptions to their operations as a result of the aircraft and engines they operate, such as manufacturing
defects, spare part shortages and other factors beyond their control. For example, regulators ordered the grounding of the entire worldwide 737 MAX fleet in
March 2019. While such order did not have a direct impact on our fleet, which is comprised entirely of Airbus A320 family aircraft, any similar or other
disruption to our operations could have a material adverse effect on our business, results of operations and financial condition.
Adverse weather conditions and natural disasters, such as hurricanes, thunderstorms, blizzards, snowstorms or earthquakes, can cause flight
cancellations or significant delays. Cancellations or delays due to adverse weather conditions or natural disasters, air traffic control problems or
inefficiencies, breaches in security or other factors may affect us to a greater degree than other larger airlines that may be able to recover more quickly from
these events, and therefore could have a material adverse effect on our business, results of operations and financial condition to a greater degree than other air
carriers. Because of our high utilization, point-to-point network, operational disruptions can have a disproportionate impact on our ability to recover. In
addition, many airlines re-accommodate their disrupted passengers on other airlines at prearranged rates under flight interruption manifest agreements. We
have been unsuccessful in procuring any of these agreements with our peers, which makes our recovery from disruption more challenging than for larger
airlines that have these agreements in place. Similarly, outbreaks of contagious diseases, such as COVID-19, ebola, measles, avian flu, severe acute
respiratory syndrome (SARS), H1N1 (swine) flu, pertussis (whooping cough) and zika virus, have in the past and may in the future result in significant
decreases in passenger traffic and the imposition of government restrictions in service, resulting in a material adverse impact on the airline industry. New
identification requirements, such as the implementation of rules under the REAL ID Act of 2005, and increased travel taxes, such as those provided in the
Travel Promotion Act, enacted in March 2010, which charges visitors from certain countries a $10 fee every two years to travel into the United States to
subsidize certain travel promotion efforts, could also result in decreases in passenger traffic. Any general reduction in airline passenger traffic could have a
material adverse effect on our business, results of operations and financial condition.
Risks associated with our presence in international emerging markets, including political or economic instability, and failure to adequately comply with
existing legal requirements, may materially adversely affect us.
Some of our target growth markets include countries with less developed economies, legal systems, financial markets and business and political
environments are vulnerable to economic and political disruptions, such as significant fluctuations in gross domestic product, interest and currency exchange
rates, civil disturbances, government instability, nationalization and expropriation of private assets, trafficking and the imposition of taxes or other charges by
governments. The occurrence of any of these events in markets served by us now or in the future and the resulting instability may have a material adverse
effect on our business, results of operations and financial condition.
We emphasize compliance with all applicable laws and regulations and have implemented and continue to implement and refresh policies, procedures
and certain ongoing training of our employees, third-party specialists and partners with regard to business ethics and key legal requirements; however, we
cannot assure you that our employees, third-party specialists or partners will adhere to our code of ethics, other policies or other legal requirements. If we fail
to enforce our policies and procedures properly or maintain adequate recordkeeping and internal accounting practices to record our transactions accurately,
we may be subject to sanctions. In the event we believe or have reason to believe our employees, third-party specialists or partners have or may have violated
applicable laws or regulations, we may incur investigation costs, potential penalties and other related costs which in turn may have a material adverse effect
on our reputation, business, results of operations and financial condition.
Increases in insurance costs or reductions in insurance coverage may have a material adverse effect on our business, results of operations and financial
condition.
If any of our aircraft were to be involved in a significant accident or if our property or operations were to be affected by a significant natural catastrophe
or other event, we could be exposed to material liability or loss. If we are unable to obtain sufficient insurance (including aviation hull and liability insurance
and property and business
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interruption coverage) to cover such liabilities or losses, whether due to insurance market conditions or otherwise, our business, results of operations and
financial condition could be materially adversely affected.
We currently obtain third-party war risk (terrorism) insurance as part of our commercial aviation hull and liability policy and additional third-party war
risk (terrorism) insurance through a separate policy with a different private insurance company. Our current third-party war risk (terrorism) insurance from
commercial underwriters excludes nuclear, radiological and certain other events. If we are unable to obtain adequate war risk insurance or if an event not
covered by the insurance we maintain were to take place, our business, results of operations and financial condition could be materially adversely affected.
A decline in or temporary suspension of the funding or operations of the U.S. federal government or its agencies may adversely affect our future
operating results or negatively impact the timing and implementation of our growth prospects.
The success of our operations and our future growth is dependent on a number of federal agencies, specifically the FAA, DOT and TSA. In the event of
a slowdown or shutdown of the federal government, such as those experienced in October 2013 and December 2018 through January 2019, certain functions
of these and other federal agencies may be significantly diminished or completely suspended for an indefinite period of time, the conclusion of which is
outside of our control. During such periods, it may not be possible for us to obtain the operational approvals and certifications required for events that are
critical to the successful execution of our operational strategy, such as the delivery of new aircraft or the implementation of new routes. Additionally, there
may be an impact to critical airport operations, particularly security, air traffic control and other functions that could cause airport delays, flight cancellations
and negatively impact consumer demand for air travel.
Furthermore, once a period of slowdown or government shutdown has concluded, there will likely be an operational backlog within the federal agencies,
that may extend the length of time that such events continue to negatively impact our business, results of operations and financial condition beyond the end
of such period.
Risks Related to Our Business
If we fail to implement our business strategy successfully, our business, results of operations and financial condition will be materially adversely
affected.
Our growth strategy includes significantly expanding our fleet and expanding the number of markets we serve. We select target markets and routes
where we believe we can achieve profitability within a reasonable timeframe, and we only continue operating on routes where we believe we can achieve
and maintain our desired level of profitability. When developing our route network, we focus on gaining market share on routes that have been underserved
or are served primarily by higher cost airlines where we believe we have a competitive cost advantage. Effectively implementing our growth strategy is
critical for our business to achieve economies of scale and to sustain or increase our profitability. We face numerous challenges in implementing our growth
strategy, including our ability to:
•
•
•
•
•

sustain our relatively low unit operating costs;
continue to realize attractive revenue performance;
achieve and maintain profitability;
maintain a high level of aircraft utilization; and
access airports located in our targeted geographic markets where we can operate routes in a manner that is consistent with our cost strategy.

In addition, in order to successfully implement our growth strategy, which includes the planned growth of our fleet from 107 aircraft as of March 31,
2021 to a fleet of 163 by the end of 2025, we will require access to a large number of gates and other services at airports we currently serve or may seek to
serve. We believe there are currently significant restraints on gates and related ground facilities at many of the most heavily utilized airports in the United
States, in addition to the fact that three major domestic airports (JFK and LaGuardia in New York and
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Reagan National in Washington, D.C.) require government-controlled take-off or landing “slots” to operate at those airports. As a result, if we are unable to
obtain access to a sufficient number of slots, gates or related ground facilities at desirable airports to accommodate our growing fleet, we may be unable to
compete in those markets, our aircraft utilization rate could decrease, and we could suffer a material adverse effect on our business, results of operations and
financial condition.
Our growth is also dependent upon our ability to maintain a safe and secure operation, including enhanced safety procedures as a result of the COVID19 pandemic, and will require additional personnel, equipment and facilities as we continue to induct new aircraft and continue to execute our growth plan.
In addition, we will require additional third-party personnel for services we do not undertake ourselves. An inability to hire and retain personnel, secure the
required equipment and facilities in a cost-effective and timely manner, efficiently operate our expanded facilities or obtain the necessary regulatory
approvals may adversely affect our ability to achieve our growth strategy, which could harm our business. Furthermore, expansion to new markets may have
other risks due to factors specific to those markets. We may be unable to foresee all of the existing risks upon entering certain new markets or respond
adequately to these risks, and our growth strategy and our business may suffer as a result. In addition, our competitors may reduce their fares and/or offer
special promotions following our entry into a new market. We cannot assure you that we will be able to profitably expand our existing markets or establish
new markets.
Some of our target growth markets outside of the United States include countries with less developed economies that may be vulnerable to unstable
economic and political conditions, such as significant fluctuations in gross domestic product, interest and currency exchange rates, civil disturbances,
government instability, nationalization and expropriation of private assets and the imposition of taxes or other charges by governments. The occurrence of
any of these events in markets served by us and the resulting instability may adversely affect our ability to implement our growth strategy.
Our low-cost structure is one of our primary competitive advantages, and many factors could affect our ability to control our costs.
Our low-cost structure is one of our primary competitive advantages. However, we have limited control over some of our costs. For example, we have
limited control over the price and availability of aircraft fuel, aviation insurance, the acquisition and cost of aircraft, airport and related infrastructure costs,
taxes, the cost of meeting changing regulatory requirements and our cost to access capital or financing. In addition, the compensation and benefit costs
applicable to a significant portion of our employees are established by the terms of collective bargaining agreements, which could result in increased labor
costs. See “— Increased labor costs, union disputes, employee strikes and other labor-related disruption may adversely affect our business, results of
operations and financial condition.” We cannot guarantee we will be able to maintain our relatively low costs. If our costs increase and we are no longer able
to maintain a competitive cost structure, it could have a material adverse effect on our business, results of operations and financial condition.
We may not be able to grow or maintain our unit revenues or maintain our non-fare revenues.
A key component of our Low Fares Done Right strategy is attracting customers with low fares and garnering repeat business by delivering a highquality, family-friendly customer experience with a more upscale look and feel than traditionally experienced on ULCCs in the United States. We intend to
continue to differentiate our brand and product in order to expand our loyal customer base and grow or maintain our unit revenues and maintain our non-fare
revenues. The rising cost of aircraft and engine maintenance may impair our ability to offer low-cost fares resulting in reduced revenues. Differentiating our
brand and product has required and will continue to require significant investment, and we cannot assure you that the initiatives we have implemented will
continue to be successful or that the initiatives we intend to implement will be successful. If we are unable to maintain or further differentiate our brand and
product from the other U.S. ULCCs, our market share could decline, which could have a material adverse effect on our business, results of operations and
financial condition. We may also not be successful in leveraging our brand and product to stimulate new demand with low base fares or gain market share
from the legacy airlines, particularly if the significant excess capacity caused by the COVID-19 pandemic persists.
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In addition, our business strategy includes maintaining our portfolio of desirable, value-oriented, non-fare products and services. However, we cannot
assure you that passengers will continue to perceive value in the non-fare products and services we currently offer and regulatory initiatives could adversely
affect non-fare revenue opportunities. Failure to maintain our non-fare revenues would have a material adverse effect on our business, results of operations
and financial condition. Furthermore, if we are unable to maintain our non-fare revenues, we may not be able to execute our strategy to continue to lower
base fares in order to stimulate demand for air travel.
Increased labor costs, union disputes, employee strikes and other labor-related disruption, may adversely affect our business, results of operations and
financial condition.
Our business is labor intensive, with labor costs representing approximately 38% and 23% of our total operating costs for the three months ended March
31, 2021 and 2020, respectively. As of March 31, 2021, approximately 87% of our workforce was represented by labor unions. We have recently ratified
labor agreements with several of the labor unions representing our employees and in March 2019 we reached a tentative agreement with the union
representing our flight attendants, which was ratified on May 15, 2019. See “Business—Employees” in our Prospectus filed April 2, 2021. We cannot assure
you that our labor costs going forward will remain competitive or that any new agreements into which we enter will not have terms with higher labor costs or
that the negotiations of such labor agreements will not result in any work stoppages.
Relations between air carriers and labor unions in the United States are governed by the RLA. Under the RLA, collective bargaining agreements
generally contain “amendable dates” rather than expiration dates, and the RLA requires that a carrier maintain the existing terms and conditions of
employment following the amendable date through a multi-stage and usually lengthy series of bargaining processes overseen by the National Mediation
Board (“NMB”). This process continues until either the parties have reached agreement on a new collective bargaining agreement, or the parties have been
released to “self-help” by the NMB. In most circumstances, the RLA prohibits strikes; however, after release by the NMB, carriers and unions are free to
engage in self-help measures such as lockouts and strikes.
From June to November 2018, we experienced disruptions to our flight operations during our labor negotiations with the union representing our pilots,
Air Line Pilots Association (“ALPA”), which materially impacted our business and results of operations for the period. Upon reaching a tentative agreement
with ALPA in December 2018, our flight operations returned to normal. However, we are unable to determine the extent to which this period of prolonged
disruption may have harmed our reputation or the length of time it may take for our business to recover from such harm, if ever. In addition, the agreement,
which became effective in January 2019, included a significant increase in the annual compensation of our pilots as well as a one-time ratification incentive
payment to our pilots of $75 million, plus payroll related taxes. We can provide no assurance that we will not experience another operational disruption
resulting from any future negotiations or disagreements with our pilots, nor can we provide assurance that we will not experience an operational disruption as
a result of negotiations or disagreements with any of our other union-represented employee groups. In addition, we cannot provide any estimate with regard
to the amount or probability of future compensation increases, ratification incentives or other costs that may come as a result of future negotiations with our
pilots or our other union represented groups. Future operational disruptions or other costs related to labor negotiations, including reputational harm that may
come as a result of such disruptions, if any, may have a material adverse impact on our business, results of operations and financial condition.
In addition, the terms and conditions of our future collective bargaining agreements may be affected by the results of collective bargaining negotiations
at other airlines that may have a greater ability, due to larger scale, greater efficiency, superior profitability or other factors, to bear higher costs than we can.
One or more of our competitors may also significantly reduce their labor costs, thereby providing them with a competitive advantage over us. Our labor costs
may also increase in connection with our growth and we could also become subject to additional collective bargaining agreements in the future as nonunionized workers may unionize. The occurrence of any such event may have a material adverse impact on our business, results of operations and financial
condition.
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Our inability to expand or operate reliably or efficiently out of airports where we maintain a large presence could have a material adverse effect on our
business, results of operations and financial condition.
We are highly dependent on markets served from airports that are significant to our business, including Denver, Orlando and Las Vegas, as well as hightraffic locations, such as Philadelphia, Cleveland, Tampa, Chicago, Fort Myers and Atlanta. Our results of operations may be affected by actions taken by
governmental or other agencies or authorities having jurisdiction over our operations at these and other airports, including, but not limited to:
•
•
•
•
•
•
•
•
•
•

increases in airport rates and charges;
limitations on take-off and landing slots, airport gate capacity or other use of airport facilities;
termination of our airport use agreements, some of which can be terminated by airport authorities with little notice to us;
increases in airport capacity that could facilitate increased competition;
international travel regulations such as customs and immigration;
increases in taxes;
changes in the law that affect the services that can be offered by airlines, in general and in particular markets or at particular airports;
restrictions on competitive practices;
the adoption of statutes or regulations that impact or impose additional customer service standards and requirements, including security standards
and requirements; and
the adoption of more restrictive locally imposed noise regulations or curfews.

Our existing lease at Denver International Airport expires in December 2021 with an option to extend for two additional one-year periods. We cannot
assure you that renewal of the lease will occur on acceptable terms or at all, or that the new lease will not include additional or increased fees. In general, any
changes in airport operations could have a material adverse effect on our business, results of operations and financial condition.
Our reputation and business could be adversely affected in the event of an emergency, accident or similar public incident involving our aircraft or
personnel.
We are exposed to potential significant losses and adverse publicity in the event that any of our aircraft or personnel is involved in an emergency,
accident, terrorist incident or other similar public incident, which could expose us to significant reputational harm and potential legal liability. In addition, we
could face significant costs or lost revenues related to repairs or replacement of a damaged aircraft and its temporary or permanent loss from service. We
cannot assure you that we will not be affected by such events or that the amount of our insurance coverage will be adequate in the event such circumstances
arise, and any such event could cause a substantial increase in our insurance premiums. In addition, any future emergency, accident or similar incident
involving our aircraft or personnel, even if fully covered by insurance or even if it does not involve our airline, may create an adverse public perception about
our airline or that the equipment we fly is less safe or reliable than other transportation alternatives, or, in the case of our aircraft, could cause us to perform
time-consuming and costly inspections on our aircraft or engines, any of which could have a material adverse effect on our business, results of operations and
financial condition.
Negative publicity regarding our customer service could have a material adverse effect on our business, results of operations and financial condition.
Our business strategy includes the differentiation of our brand and product from the other U.S. airlines, including other ULCCs, in order to increase
customer loyalty and drive future ticket sales. We intend to accomplish this by continuing to offer passengers dependable customer service. However, in the
past, we have experienced a relatively high number of customer complaints related to, among other things, our customer service and reservations and
ticketing systems, including related to our COVID-19 related refund policy. We and other airlines have also received complaints regarding the treatment and
handling of passengers’ noncompliance with airline policies, including policies implemented in response to the COVID-19 pandemic. Passenger complaints,
together with reports of lost baggage, delayed and cancelled flights, and other service issues, are reported to the public by the DOT. The
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DOT may choose to investigate such customer complaints and could result in fines. For instance, in 2017 we were fined $0.40 million by the DOT for certain
infractions relating to oversales, rules related to passengers with disabilities, customer service plan rules, $40,000 for certain infractions relating to oversales
disclosure and notice requirements, domestic baggage liability limit rule, and customer service plan rules; and $1.5 million by the DOT relating to length
tarmac delays, which was offset by a $0.9 million credit for compensation provided to passengers on the affected flights and other delayed flights. In
addition, on March 12, 2021, the DOT advised us that it was in receipt of information indicating that the Company had failed to comply with certain DOT
consumer protection requirements relating to our consumer refund and credit practices and requested that we provide certain information to the DOT. We are
cooperating with the DOT request. If we do not meet our customers’ expectations with respect to reliability and service, our brand and product could be
negatively impacted, which could result in customers deciding not to fly with us and adversely affect our business and reputation.
We rely on maintaining a high daily aircraft utilization rate to implement our low-cost structure, which makes us especially vulnerable to flight delays,
flight cancellations, aircraft unavailability or unplanned reductions in demand such as has been caused by the COVID-19 pandemic.
We have maintained a high daily aircraft utilization rate prior to the COVID pandemic and expect our utilization rate to increase as the U.S. market
begins to recover from the pandemic. Our average daily aircraft utilization was 7.3 hours and 11.3 hours for the three months ended March 31, 2021 and
2020, respectively. Aircraft utilization is the average amount of time per day that our aircraft spend carrying passengers. Part of our business strategy is to
maximize revenue per aircraft through high daily aircraft utilization, which is achieved, in part, by quick turnaround times at airports so we can fly more
hours on average in a day. Aircraft utilization is reduced by delays and cancellations caused by various factors, many of which are beyond our control,
including air traffic congestion at airports or other air traffic control problems or outages, labor availability, adverse weather conditions, increased security
measures or breaches in security, international or domestic conflicts, terrorist activity, or other changes in business conditions. A significant portion of our
operations are concentrated in markets such as Denver, the Northeast and northern Midwest regions of the United States, which are particularly vulnerable to
weather, airport traffic constraints and other delays, particularly in the winter months. In addition, pulling aircraft out of service for unscheduled and
scheduled maintenance may materially reduce our average fleet utilization and require that we re-accommodate passengers or seek short-term substitute
capacity at increased costs. Further, an unplanned reduction in demand such as has been caused by the COVID-19 pandemic reduces the utilization of our
fleet and result in a related increase in unit costs, which may be material. Due to the relatively small size of our fleet, our point-to-point network and high
daily aircraft utilization rate, the unexpected unavailability of one or more aircraft and resulting reduced capacity or even a modest decrease in demand could
have a material adverse effect on our business, results of operations and financial condition.
We are subject to various environmental and noise laws and regulations, which could have a material adverse effect on our business, results of
operations and financial condition.
We are subject to increasingly stringent federal, state, local and foreign laws, regulations and ordinances relating to the protection of the environment
and noise, including those relating to emissions to the air, discharges (including storm water discharges) to surface and subsurface waters, safe drinking water
and the use, management, disposal and release of, and exposure to, hazardous substances, oils and waste materials. We are or may be subject to new or
proposed laws and regulations that may have a direct effect (or indirect effect through our third-party specialists or airport facilities at which we operate) on
our operations. In addition, U.S. airport authorities are exploring ways to limit de-icing fluid discharges. Any such existing, future, new or potential laws and
regulations could have an adverse impact on our business, results of operations and financial condition.
Similarly, we are subject to environmental laws and regulations that require us to investigate and remediate soil or groundwater to meet certain
remediation standards. Under certain laws, generators of waste materials, and current and former owners or operators of facilities, can be subject to liability
for investigation and remediation costs at locations that have been identified as requiring response actions. Liability under these laws may be strict, joint and
several, meaning that we could be liable for the costs of cleaning up environmental contamination regardless of fault or the amount of wastes directly
attributable to us.
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In addition, the International Civil Aviation Organization (“ICAO”) and jurisdictions around the world have adopted noise regulations that require all
aircraft to comply with noise level standards, and governmental authorities in several U.S. and foreign cities are considering or have already implemented
aircraft noise reduction programs, including the imposition of overnight curfews and limitations on daytime take-offs and landings. Compliance with existing
and future environmental laws and regulations, including emissions limitations and more restrictive or widespread noise regulations, that may be applicable
to us could require significant expenditures, increase our cost base and have a material adverse effect on our business, results of operations and financial
condition, and violations thereof can lead to significant fines and penalties, among other sanctions.
We generally participate with other airlines in fuel consortia and fuel committees at our airports, which agreements generally include cost-sharing
provisions and environmental indemnities that are generally joint and several among the participating airlines. Any costs (including remediation and spill
response costs) incurred by such fuel consortia could also have an adverse impact on our business, results of operations and financial condition.
We are subject to risks associated with climate change, including increased regulation of our CO2 emissions, changing consumer preferences and the
potential increased impacts of severe weather events on our operations and infrastructure.
Efforts to transition to a low-carbon future have increased the focus by global, regional and national regulators on climate change and greenhouse gas
(“GHG”) emissions, including CO2 emissions. In particular, ICAO has adopted rules to implement the Carbon Offsetting and Reduction Scheme for
International Aviation (“CORSIA”) which will require us to address the growth in CO2 emissions of a significant majority of our international flights. For
more information on CORSIA, see “Business—Government Regulation—Environmental Regulation” in our Prospectus filed April 2, 2021.
At this time, the costs of complying with our future obligations under CORSIA are uncertain, primarily because it is difficult to estimate the return of
demand for international air travel during and in the recovery from the COVID-19 pandemic. There is also significant uncertainty with respect to the future
supply and price of carbon offset credits and sustainable or lower carbon aircraft fuels that could allow us to reduce our emissions of CO2. In addition, we
will not directly control our CORSIA compliance costs through 2029 because those obligations are based on the growth in emissions of the global aviation
sector and begin to incorporate a factor for individual airline operator emissions growth beginning in 2030. Due to the competitive nature of the airline
industry and unpredictability of the market for air travel, we can offer no assurance that we may be able to increase our fares, impose surcharges or otherwise
increase revenues or decrease other operating costs sufficiently to offset our costs of meeting obligations under CORSIA.
In the event that CORSIA does not come into force as expected, we and other airlines could become subject to an unpredictable and inconsistent array of
national or regional emissions restrictions, creating a patchwork of complex regulatory requirements that could affect global competitors differently without
offering meaningful aviation environmental improvements. Concerns over climate change are likely to result in continued attempts by municipal, state,
regional, and federal agencies to adopt requirements or change business environments related to aviation that, if successful, may result in increased costs to
the airline industry and us. In addition, several countries and U.S. states have adopted or are considering adopting programs, including new taxes, to regulate
domestic GHG emissions. Finally, certain airports have adopted, and others could in the future adopt, GHG emission or climate-related goals that could
impact our operations or require us to make changes or investments in our infrastructure.
All such climate change-related regulatory activity and developments may adversely affect our business and financial results by requiring us to reduce
our emissions, make capital investments to purchase specific types of equipment or technologies, purchase carbon offset credits, or otherwise incur
additional costs related to our emissions. Such activity may also impact us indirectly by increasing our operating costs, including fuel costs.
In addition, in January 2021, the EPA finalized GHG emission standards for new aircraft engines designed to implement the ICAO standards on the
same timeframe contemplated by ICAO. Like the ICAO standards, the final EPA standards would not apply to engines on in-service aircraft. The final
standards have been challenged by

63

several states and environmental groups, and the Biden administration has announced plans to review these final standards along with others issued by the
prior administration. The outcome of the legal challenge and administrative review cannot be predicted at this time.
Growing recognition among consumers of the dangers of climate change may mean some customers choose to fly less frequently or fly on an airline
they perceive as operating in a manner that is more sustainable to the climate. Business customers may choose to use alternatives to travel, such as virtual
meetings and workspaces. Greater development of high-speed rail in markets now served by short-haul flights could provide passengers with lower-carbon
alternatives to flying with us. Our collateral to secure loans, in the form of aircraft, spare parts and airport slots, could lose value as customer demand shifts
and economies move to low-carbon alternatives, which may increase our financing cost.
Finally, the potential acute and chronic physical effects of climate change, such as increased frequency and severity of storms, floods, fires, sea-level
rise, excessive heat, longer-term changes in weather patterns and other climate-related events, could affect our operations, infrastructure and financial results.
Operational impacts, such as the canceling of flights, could result in loss of revenue. We could incur significant costs to improve the climate resiliency of our
infrastructure and otherwise prepare for, respond to, and mitigate such physical effects of climate change. We are not able to predict accurately the
materiality of any potential losses or costs associated with the physical effects of climate change.
We are highly dependent upon our cash balances and operating cash flows.
As of March 31, 2021, we had $853 million of total available liquidity, including $429 million of cash and cash equivalents, and an additional $424
million available to borrow under the Treasury Loan facility through May 28, 2021. In addition, as of March 31, 2021, we had a $161 million income tax
receivable, primarily resulting from our net operating losses generated in 2020, which is classified as a current asset. Furthermore, we have access to a
facility to finance a portion of certain aircraft PDPs from which we had drawn $133 million as of March 31, 2021. As of March 31, 2021, our PDP Financing
Facility enables us to borrow up to an aggregate of $150 million under a secured, revolving line of credit. In addition, we have a pre-purchased miles facility
from which we had drawn $15 million on as of March 31, 2021 and, based on our agreement under the Treasury Loan facility, we are restricted from
accessing additional amounts until full repayment and cancellation of the Treasury Loan. Following such date, the amount available under the pre-purchased
miles facility will be based on the aggregate amount of fees payable by Barclays to us for pre-purchased miles on a calendar year basis, up to an aggregate
maximum amount of $200 million. These facilities are not adequate to finance our operations, and thus we will continue to be dependent on our operating
cash flows (if any) and cash balances to fund our operations, provide capital reserves and to make scheduled payments on our aircraft-related fixed
obligations, including substantial PDPs related to the aircraft we have on order. In addition, we have sought, and may continue to seek, financing from other
available sources to fund our operations in order to mitigate the impact of the COVID-19 pandemic on our financial position and operations, including
through the payroll support program or loan program with the Treasury.
Subsequent to March 31, 2021, the Treasury provided us with an additional disbursement under the PSP2 Agreement of $21 million, comprised of an
additional $15 million toward the PSP2 Grant, and $6 million toward the PSP2 Promissory Note.
The ARP, enacted on March 11, 2021, provided for additional assistance to passenger air carriers that received financial relief under PSP2. On April 29,
2021, the Company entered into an agreement with the Treasury for approximately $150 million of installment funding under the PSP3 Agreement,
comprised of a $135 million grant for the continuation of payroll support through September 30, 2021, and a $15 million unsecured 10-year low interest
loan.
During the fourth quarter of 2020, we amended our pre-delivery credit facility to provide for a deferral of the fixed charge coverage ratio requirement
(the “FCCR Test”) until the first quarter of 2022. If the FCCR Test is not maintained, we are required to test the loan to collateral ratio for the underlying
aircraft in the credit facility that are subject to financing (the “LTV Test”) and make any pre-payments or post additional collateral required in order to
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reduce the loan to value on each aircraft in the credit facility that are subject to financing below a ratio threshold. The LTV Test is largely dependent on the
appraised fair value of the underlying aircraft subject to financing. If the LTV Test was required to be performed, we do not expect that there would be any
material required pre-payment of the pre-delivery credit facility or posting of additional collateral. Additionally, we have also obtained a waiver of relief for
the covenant provisions through the second quarter of 2021 related to one of our credit card processors that represents less than 10% of total revenues, which
may require future waivers or an amendment to existing covenants to reflect the downturn due to the COVID-19 pandemic.
As of March 31, 2021, we were not subject to any credit card holdbacks, although if we fail to maintain certain liquidity and other financial covenants,
our credit card processors have the right to hold back credit card remittances to cover our obligations to them, which would result in a reduction of
unrestricted cash that could be material. In addition, while we recently have been able to arrange aircraft lease financing that does not require that we
maintain a maintenance reserve account, we are required by some of our aircraft leases, and could in the future be required, to fund reserves in cash in
advance for scheduled maintenance to act as collateral for the benefit of lessors. In those circumstances, a portion of our cash is therefore unavailable until
after we have completed the scheduled maintenance in accordance with the terms of the operating leases. Based on the age of our fleet and our growth
strategy, we expect these maintenance deposits to decrease as we enter into operating leases for newly-acquired aircraft that do not require reserves. If we fail
to generate sufficient funds from operations to meet our operating cash requirements or do not obtain a line of credit, other borrowing facility or equity
financing, we could default on our operating lease and fixed obligations. Our inability to meet our obligations as they become due would have a material
adverse effect on our business, results of operations and financial condition.
Our ability to obtain financing or access capital markets may be limited.
We have significant obligations to purchase aircraft and spare engines that we have on order from Airbus, CFM International, an affiliate of General
Electric Company, and Pratt & Whitney. As of March 31, 2021, we had an obligation to purchase 153 A320neo family aircraft by the end of 2028, one of
which had a committed operating lease. We intend to evaluate financing options for the remaining aircraft. There are a number of factors that may affect our
ability to raise financing or access the capital markets in the future, including our liquidity and credit status, our operating cash flows, market conditions in
the airline industry, U.S. and global economic conditions, the general state of the capital markets and the financial position of the major providers of
commercial aircraft financing. We cannot assure you that we will be able to source external financing for our planned aircraft acquisitions or for other
significant capital needs, and if we are unable to source financing on acceptable terms, or unable to source financing at all, our business could be materially
adversely affected. To the extent we finance our activities with additional debt, we may become subject to financial and other covenants that may restrict our
ability to pursue our business strategy or otherwise constrain our growth and operations.
We may be subject to competitive risks due to the long-term nature of our fleet order book and the unproven new engine technology utilized by the
aircraft in our order book.
At present, we have existing aircraft purchase commitments through 2028, all of which are for Airbus A320neo family aircraft. Of the 153 A320neo
family aircraft we have committed to purchase by 2028, 19 will be equipped with the LEAP engine manufactured by CFM International, an affiliate of
General Electric Company. The remaining 134 aircraft on our order book will be equipped with Pratt & Whitney GTF engines. The A320neo family includes
next generation engine technology as well as aerodynamic refinements, large curved sharklets, weight savings, a new aircraft cabin with larger hand luggage
spaces and an improved air purification system. While the A320neo family represents the latest step in the modernization of the A320 family of aircraft, the
aircraft only entered commercial service in January 2016, and we are one of the first airlines to utilize the A320neo and LEAP engine. As a result, we are
subject to those risks commonly associated with the initial introduction of a new aircraft type, including with respect to the A320neo’s actual, sustained fuel
efficiency and other projected cost savings, which may not be realized, as well as the reliability and maintenance costs associated with a new aircraft and
engine. In addition, it could take several years to determine whether the reliability and maintenance costs associated with a new aircraft and engine would
have a significant impact on our operations. If we are unable to realize the potential competitive advantages we expect to achieve through the implementation
of the A320neo aircraft and LEAP engines
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into our fleet or if we experience unexpected costs or delays in our operations as a result of such implementation, our business, results of operations and
financial condition could be materially adversely affected. Furthermore, as technological evolution occurs in our industry, through the use of composites and
other innovations, we may be competitively disadvantaged because we have existing extensive fleet commitments that would prohibit us from adopting new
technologies on an expedited basis.
In addition, while our operation of a single family of aircraft provides us with several operational and cost advantages, any FAA directive or other
mandatory order relating to our aircraft or engines, including the grounding of any of our aircraft for any reason, could potentially apply to all or
substantially all of our fleet, which could materially disrupt our operations and negatively affect our business, results of operations and financial condition.
Our maintenance costs will increase over the near term, we will periodically incur substantial maintenance costs due to the maintenance schedules of
our aircraft fleet and obligations to the lessors and we could incur significant maintenance expenses outside of such maintenance schedules in the
future.
As of March 31, 2021, the operating leases for seven, four, six, four and eight aircraft in our fleet were scheduled to terminate during the remainder of
2021, 2022, 2023, 2024 and 2025, respectively. In certain circumstances, such operating leases may be extended. Prior to such aircraft being returned, we
will incur costs to restore these aircraft to the condition required by the terms of the underlying operating leases. The amount and timing of these so-called
“return conditions” costs can prove unpredictable due to uncertainty regarding the maintenance status of each particular aircraft at the time it is to be returned
and it is not unusual for disagreements to ensue between the airline and the leasing company as to the required maintenance on a given aircraft or engine.
In addition, we currently have an obligation to purchase 153 A320neo family aircraft by the end of 2028. We expect that these new aircraft will require
less maintenance when they are first placed in service (sometimes called a “maintenance holiday”) because the aircraft will benefit from manufacturer
warranties and also will be able to operate for a significant period of time, generally measured in years, before the most expensive scheduled maintenance
obligations, known as heavy maintenance, are first required. Following these new initial maintenance holiday periods, the new aircraft we have an obligation
to acquire will require more maintenance as they age and our maintenance and repair expenses for each newly purchased aircraft will be incurred at
approximately the same intervals. Moreover, because a large portion of our future fleet will be acquired over a relatively short period, significant
maintenance to be scheduled on each of these planes may occur concurrently with other aircraft acquired around the same time, meaning we may incur our
heavy maintenance obligations across large portions of our fleet around the same time. These more significant maintenance activities result in out-of-service
periods during which our aircraft are dedicated to maintenance activities and unavailable to fly revenue service.
Outside of scheduled maintenance, we incur from time to time unscheduled maintenance which is not forecast in our operating plan or financial
forecasts, and which can impose material unplanned costs and the loss of flight equipment from revenue service for a significant period of time. For example,
a single unplanned engine event can require a shop visit costing several million dollars and cause the engine to be out of service for a number of months.
Furthermore, the terms of some of our lease agreements require us to pay maintenance reserves to the lessor in advance of the performance of major
maintenance, resulting in our recording significant prepaid deposits on our condensed consolidated balance sheet. In addition, the terms of any lease
agreements that we enter into in the future could also require maintenance reserves in excess of our current requirements. We expect scheduled and
unscheduled aircraft maintenance expenses to increase over the next several years. Any significant increase in maintenance and repair expenses would have a
material adverse effect on our business, results of operations and financial condition. Please see “Management’s Discussion and Analysis of Financial
Condition and Results of Operations—Critical Accounting Estimates—Aircraft Maintenance” in our Prospectus filed April 2, 2021.
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We have a significant amount of aircraft-related fixed obligations that could impair our liquidity and thereby harm our business, results of operations
and financial condition.
The airline business is capital intensive and, as a result, many airline companies are highly leveraged. As of March 31, 2021, all 107 aircraft in our fleet
were financed under operating leases. For the three months ended March 31, 2021 and 2020, we incurred aircraft rent of $138 million and $103 million,
respectively, and paid maintenance deposits of $26 million during both periods. For the three months ended March 31, 2021 aircraft rent of $138 million
included a $19 million unfavorable impact from the payments of deferral arrangements with our lessors due to the COVID-19 pandemic; an additional
$12 million in aircraft rent deferrals have yet to be paid back as of March 31, 2021 which will be recognized within aircraft rent as payments are made. As of
March 31, 2021 and December 31, 2020, we had future operating lease obligations of approximately $2,304 million and $2,264 million, respectively, and
future principal debt obligations of $361 million and $357 million, respectively. For the three months ended March 31, 2021 and 2020, we made cash
payments for interest related to debt of $1 million and $2 million, respectively. In addition, we have significant obligations for aircraft and spare engines that
we have ordered from Airbus as well as CFM International and Pratt & Whitney for delivery over the next several years. Also, in April 2020, we entered into
the Payroll Support Program with the Treasury for which we received $211 million in funding, in the form of a grant and a low-interest 10-year note, and in
September 2020 we entered into a $574 million secured term loan facility with the Treasury, of which we borrowed $150 million as of March 31, 2021. In
January 2021, we entered into a second Payroll Support Program with the Treasury for which we received $140 million in funding through the payroll
support program, in the form of a grant and a low-interest 10-year note. Subsequent to March 31, 2021, the Treasury provided us with an additional
disbursement under the PSP2 Agreement of $21 million, in the form of a grant and a low-interest 10-year note. Additionally, in April 2021 we entered into a
third Payroll Support Program with the Treasury for approximately $150 million, in the form of a grant and a low-interest 10-year note.
Our ability to pay the fixed costs associated with our contractual obligations will depend on our operating performance, cash flow and our ability to
secure adequate financing, which will in turn depend on, among other things, the success of our current business strategy, fuel price volatility, any significant
weakening or improving in the U.S. economy, availability and cost of financing, as well as general economic and political conditions and other factors that
are, to some extent, beyond our control. The amount of our aircraft related fixed obligations and our obligations under our other debt arrangements could
have a material adverse effect on our business, results of operations and financial condition and could:
•
•
•
•
•
•

require a substantial portion of cash flow from operations be used for operating lease and maintenance deposit payments, thereby reducing the
availability of our cash flow to fund working capital, capital expenditures and other general corporate purposes;
limit our ability to make required PDPs, including those payable to our aircraft and engine manufacturers for our aircraft and spare engines on order;
limit our ability to obtain additional financing to support our expansion plans and for working capital and other purposes on acceptable terms or at
all;
make it more difficult for us to pay our other obligations as they become due during adverse general economic and market industry conditions
because any related decrease in revenues could cause us to not have sufficient cash flows from operations to make our scheduled payments;
reduce our flexibility in planning for, or reacting to, changes in our business and the airline industry and, consequently, place us at a competitive
disadvantage to our competitors with lower fixed payment obligations; and
cause us to lose access to one or more aircraft and forfeit our maintenance and other deposits if we are unable to make our required aircraft lease
rental payments and our lessors exercise their remedies under the lease agreement including cross default provisions in certain of our leases.

A failure to pay our operating lease, debt, fixed cost, and other obligations or a breach of our contractual obligations could result in a variety of adverse
consequences, including the exercise of remedies by our creditors and lessors. In such a situation, it is unlikely that we would be able to cure our breach,
fulfill our obligations, make
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required lease payments or otherwise cover our fixed costs, which would have a material adverse effect on our business, results of operations and financial
condition.
We rely on third-party specialists and other commercial partners to perform functions integral to our operations.
We have historically entered into agreements with third-party specialists to furnish certain facilities and services required for our operations, including
ground handling, catering, passenger handling, engineering, maintenance, refueling, reservations and airport facilities as well as administrative and support
services. In response to the COVID-19 pandemic, we have increased our reliance on such third-parties. In addition, as the U.S. market begins to recover from
the pandemic, we are likely to enter into similar service agreements in new markets we decide to enter, and we cannot assure you that we will be able to
obtain the necessary services at acceptable rates.
Although we seek to monitor the performance of third parties that furnish certain facilities or provide us with our ground handling, catering, passenger
handling, engineering, maintenance, refueling, reservations and airport facilities, the efficiency, timeliness and quality of contract performance by third-party
specialists are often beyond our control, and any failure by our third-party specialists to perform up to our expectations may have an adverse impact on our
business, reputation with customers, our brand and our operations. In addition, we could experience a significant business disruption if we were to change
vendors or if an existing provider ceased to be able to serve us. We expect to be dependent on such third-party arrangements for the foreseeable future.
We rely on third-party distribution channels to distribute a portion of our airline tickets.
We rely on third-party distribution channels, including those provided by or through GDSs conventional travel agents and online travel agents (“OTAs”)
to distribute a portion of our airline tickets, and we expect in the future to rely on these channels to collect a portion of our non-fare revenues. These
distribution channels are more expensive and at present have less functionality in respect of non-fare revenues than those we operate ourselves, such as our
website. Certain of these distribution channels also effectively restrict the manner in which we distribute our products. To remain competitive, we will need
to successfully manage our distribution costs and rights, and improve the functionality of third-party distribution channels, while maintaining an industrycompetitive cost structure. Negotiations with key GDSs and OTAs designed to manage our costs, increase our distribution flexibility, and improve
functionality could be contentious, could result in diminished or less favorable distribution of our tickets, and may not provide the functionality we require to
maximize non-fare revenues. In addition, in the last several years there has been significant consolidation among GDSs and OTAs, including the acquisition
by Expedia of both Orbitz and Travelocity, and the acquisition by Amadeus of Navitaire (the reservations system that we use). This consolidation and any
further consolidation could affect our ability to manage our distribution costs due to a reduction in competition or other industry factors. Any inability to
manage such costs, rights and functionality at a competitive level or any material diminishment in the distribution of our tickets could have a material
adverse effect on our competitive position and our results of operations. Moreover, our ability to compete in the markets we serve may be threatened by
changes in technology or other factors that may make our existing third-party sales channels impractical, uncompetitive or obsolete.
We rely heavily on technology and automated systems to operate our business, and any failure of these technologies or systems or any failure on our part
to implement any new technologies or systems could materially adversely affect our business.
We are highly dependent on technology and computer systems and networks to operate our business. These technologies and systems include our
computerized airline reservation system provided by Navitaire, now a unit of Amadeus, flight operations systems, telecommunications systems, mobile app,
airline website, maintenance systems and check-in kiosks. In order for our operations to work efficiently, our website and reservation system must be able to
accommodate a high volume of traffic, maintain secure information and deliver flight information. The Navitaire reservations system, which is hosted and
maintained under a long-term contract by a third-party specialist, is critical to our ability to issue, track and accept tickets, conduct check-in, board and
manage our passengers through the airports we serve and provide us with access to global distribution systems, which enlarge our pool of potential
passengers. There are many instances in the past where a reservations system malfunctioned, whether due to the
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fault of the system provider or the airline, with a highly adverse effect on the airline’s operations, and such a malfunction has in the past and could in the
future occur on our system, or in connection with any system upgrade or migration in the future. We also rely on third-party specialists to maintain our flight
operations systems, and if those systems are not functioning, we could experience service disruptions, which could result in the loss of important data,
increase our expenses, decrease our operational performance and temporarily stall our operations.
Any failure of the technologies and systems we use could materially adversely affect our business. In particular, if our reservation system fails or
experiences interruptions, and we are unable to book seats for a period of time, we could lose a significant amount of revenue as customers book seats on
other airlines, and our reputation could be harmed. In addition, replacement technologies and systems for any service we currently utilize that experiences
failures or interruptions may not be readily available on a timely basis, at competitive rates or at all. Furthermore, our current technologies and systems are
heavily integrated with our day-to-day operations and any transition to a new technology or system could be complex and time-consuming. In the event that
one or more of our primary technology or systems vendors fails to perform, and a replacement system is not available or if we fail to implement a
replacement system in a timely and efficient manner, our business could be materially adversely affected.
Unauthorized use, unauthorized incursions or user exploitation of our information technology infrastructure could compromise the personally
identifiable information of our passengers, prospective passengers or personnel, and other sensitive information and expose us to liability, damage our
reputation and have a material adverse effect on our business, results of operations and financial condition.
In the processing of our customer transactions and as part of our ordinary business operations, we and certain of our third-party specialists collect,
process, transmit and store a large volume of personally identifiable information of our passengers, prospective passengers or personnel, including email
addresses and home addresses and financial data such as credit and debit card information and other sensitive information. The security of the systems and
network where we and our third-party specialists store this data is a critical element of our business, and these systems and our network may be vulnerable to
cyberattacks and other security issues, including threats potentially involving criminal hackers, hacktivists, state-sponsored actors, corporate espionage,
employee malfeasance and human or technological error. Threats to cybersecurity have increased with the sophistication of malicious actors, and we must
manage those evolving risks. We have been the target of cybersecurity attacks in the past and expect that we will continue to be in the future. Recently,
several high-profile consumer-oriented companies have experienced significant data breaches, which have caused those companies to suffer substantial
financial and reputational harm. Failure to appropriately address these issues could also give rise to potentially material legal risks and liabilities.
A significant cybersecurity incident could result in a range of potentially material negative consequences for us, including lost revenue; unauthorized
access to, disclosure, modification, misuse, loss or destruction of company systems or data; theft of sensitive, regulated or confidential data, such as personal
identifying information or our intellectual property; the loss of functionality of critical systems through ransomware, denial of service or other attacks; and
business delays, service or system disruptions, damage to equipment and injury to persons or property. The costs and operational consequences of defending
against, preparing for, responding to and remediating an incident may be substantial. As cybersecurity threats become more frequent, intense and
sophisticated, costs of proactive defense measures are increasing. Further, we could be exposed to litigation, regulatory enforcement or other legal action as a
result of an incident, carrying the potential for damages, fines, sanctions or other penalties, as well injunctive relief requiring costly compliance measures. A
cybersecurity incident could also impact our brand, harm our reputation and adversely impact our relationship with our customers, employees and
stockholders. Additionally, any material failure by us or our third-party specialists to maintain compliance with the Payment Card Industry security
requirements or to rectify a data security issue may result in fines and restrictions on our ability to accept credit and debit cards as a form of payment. While
we have taken precautions to avoid an unauthorized incursion of our computer systems, we cannot assure you that our precautions are either adequate or
implemented properly to prevent and detect a data breach or other cybersecurity incident and its adverse financial and reputational consequences to our
business.
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We are also subject to increasing legislative, regulatory and customer focus on privacy issues and data security in the United States and abroad. The
compromise of our technology systems resulting in the loss, disclosure, misappropriation of or access to the personally identifiable information of our
passengers, prospective passengers or personnel could result in governmental investigation, civil liability or regulatory penalties under laws protecting the
privacy of personal information, any or all of which could disrupt our operations and have a material adverse effect on our business, results of operations and
financial condition. In addition, a number of our commercial partners, including credit card companies, have imposed data security standards on us, and these
standards continue to evolve. We will continue our efforts to meet our privacy and data security obligations; however, it is possible that certain new
obligations may be difficult to meet and could increase our costs.
We depend on a sole-source supplier for our aircraft and two suppliers for our engines.
A critical cost-saving element of our business strategy is to operate a single-family aircraft fleet; however, our dependence on the Airbus A320 family
aircraft for all of our aircraft and on CFM International and Pratt & Whitney for our engines makes us vulnerable to any design defects, mechanical problems
or other technical or regulatory issues associated with this aircraft type or these engines. In the event of any actual or suspected design defects or mechanical
problems with the Airbus A320 family aircraft or CFM International or Pratt & Whitney engines, whether involving our aircraft or that of another airline, we
may choose or be required to suspend or restrict the use of our aircraft. Our business could also be materially adversely affected if the public avoids flying on
our aircraft due to an adverse perception of the Airbus A320 family aircraft or CFM International or Pratt & Whitney engines, whether because of safety
concerns or other problems, real or perceived, or in the event of an accident involving such aircraft or engines. Separately, if Airbus, CFM International or
Pratt & Whitney becomes unable to perform its contractual obligations and we must lease or purchase aircraft from another supplier, we would incur
substantial transition costs, including expenses related to acquiring new aircraft, engines, spare parts, maintenance facilities and training activities, and we
would lose the cost benefits from our current single-fleet composition, any of which would have a material adverse effect on our business, results of
operations and financial condition. These risks may be exacerbated by the long-term nature of our fleet and order book and the unproven new engine
technology to be utilized by the aircraft in our order book. See also “—We may be subject to competitive risks due to the long-term nature of our fleet order
book and the unproven new engine technology utilized by the aircraft in our order book.”
Although we have significantly reconfigured our network since 2013, our business remains dependent on the Denver market and increases in
competition or congestion or a reduction in demand for air travel in this market would harm our business.
We are highly dependent on the Denver market where we maintain a large presence, with 33% of our flights during the three months ended March 31,
2021 having Denver International Airport as either their origin or destination. We primarily operate out of Concourse A at Denver International Airport under
an operating lease that expires in December 2021 with two one year extension options. We have experienced an increase in flight delays and cancellations at
this airport due to airport congestion which has adversely affected our operating performance and results of operations. We have also experienced increased
competition since 2017 from carriers adding flights to and from Denver. Also, flight operations in Denver can face extreme weather challenges in the winter,
which, at times, has resulted in severe disruptions in our operation and the occurrence of material costs as a consequence of such disruptions. Our business
could be further harmed by an increase in the amount of direct competition we face in the Denver market or by continued or increased congestion, delays or
cancellations. Our business would also be harmed by any circumstances causing a reduction in demand for air transportation in the Denver area, such as
adverse changes in local economic conditions, health concerns, adverse weather conditions, negative public perception of Denver, terrorist attacks or
significant price or tax increases linked to increases in airport access costs and fees imposed on passengers.
We are subject to extensive regulation by the Federal Aviation Administration, the Department of Transportation, Transportation Security
Administration, U.S. Customs and Border Protection and other U.S. and foreign
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governmental agencies, compliance with which could cause us to incur increased costs and adversely affect our business, results of operations and
financial condition.
Airlines are subject to extensive regulatory and legal compliance requirements, both domestically and internationally, that involve significant costs. In
the last several years, Congress has passed laws and the FAA, DOT and TSA have issued regulations, orders, rulings and guidance relating to the operation,
safety, and security of airlines and consumer protections that have required significant expenditures. We expect to continue to incur expenses in connection
with complying with such laws and government regulations, orders, rulings and guidance. Additional laws, regulations, taxes and increased airport rates and
charges have been proposed from time to time that could significantly increase the cost of airline operations or reduce the demand for air travel. If adopted,
these measures could have the effect of raising ticket prices, reducing revenue, and increasing costs. For example, the DOT has broad authority over airlines
and their consumer and competitive practices, and has used this authority to issue numerous regulations and pursue enforcement actions, including rules and
fines relating to the handling of lengthy tarmac delays, consumer notice and disclosure requirements, consumer complaints, price and airline advertising,
oversales and involuntary denied boarding process and compensation, ticket refunds, liability for loss, delay or damage to baggage, customer service
commitments, contracts of carriage and the transportation of passengers with disabilities. Among these is the series of Enhanced Airline Passenger Protection
rules issued by the DOT. In addition, the FAA Reauthorization Act of 2018, signed into law on October 5, 2018, provided for several new requirements and
rulemakings related to airlines, including but not limited to: (i) prohibition on voice communication cell phone use during certain flights, (ii) insecticide use
disclosures, (iii) new training policy best practices for training regarding racial, ethnic, and religious non-discrimination, (iv) training on human trafficking
for certain staff, (v) departure gate stroller check-in, (vi) the protection of pets on airplanes and service animal standards, (vii) requirements to refund
promptly to passengers any ancillary fees paid for services not received, (viii) consumer complaint process improvements, (ix) pregnant passenger assistance,
(x) restrictions on the ability to deny a revenue passenger permission to board or involuntarily remove such passenger from the aircraft, (xi) minimum
customer service standards for large ticket agents, (xii) information publishing requirements for widespread disruptions and passenger rights, (xiii)
submission of plans pertaining to employee and contractor training consistent with the Airline Passengers with Disabilities Bill of Rights, (xiv) ensuring
assistance for passengers with disabilities, (xv) flight attendant duty period limitations and rest requirements, including submission of a fatigue risk
management plan, (xvi) submission of policy concerning passenger sexual misconduct, (xvii) development of Employee Assault Prevention and Response
Plan related to the customer service agents, (xviii) increased penalties available related to harm to passengers with disabilities or damage to wheelchairs or
mobility aids, and (xix) minimum dimensions for passenger seats. Furthermore, in 2019, the FAA published an Advance Notice of Proposed Rulemaking
regarding flight attendant duty period limitations and rest requirements. The DOT also published a Notice of Proposed Rulemaking in January 2020
regarding, for example, the accessibility features of lavatories and onboard wheelchair requirements on certain single-aisle aircraft with an FAA certificated
maximum capacity of 125 seats or more, training flight attendants to proficiency on an annual basis to provide assistance in transporting qualified individuals
with disabilities to and from the lavatory from the aircraft seat, and providing certain information on request to qualified individuals with a disability or
persons inquiring on their behalf, on the carrier’s website, and in printed or electronic form on the aircraft concerning the accessibility of aircraft lavatories.
The DOT also recently published Final Rules regarding traveling by air with service animals and defining unfair or deceptive practices. The DOT also
recently published a Final Rule clarifying that the maximum amount of denied boarding compensation that a carrier may provide to a passenger denied
boarding involuntarily is not limited, prohibiting airlines from involuntarily denying boarding to a passenger after the passenger’s boarding pass has been
collected or scanned and the passenger has boarded (subject to safety and security exceptions), raising the liability limits for denied boarding compensation,
and raising the liability limit for mishandled baggage in domestic air transportation. In addition, the FAA issued its final regulations governing pilot rest
periods and work hours for all passenger airlines certificated under Part 121 of the Federal Aviation Regulations. The rule known as FAR Part 117, which
became effective January 4, 2014, impacts the required amount and timing of rest periods for pilots between work assignments and modifies duty and rest
requirements based on the time of day, number of scheduled segments, time zones and other factors. In addition, Congress enacted a law and the FAA issued
regulations requiring U.S. airline pilots to have a minimum number of hours as a pilot in order to qualify for an Air Transport Pilot certificate, which all
pilots on U.S. airlines must obtain. Compliance with these rules may increase our costs, while failure to remain in full compliance with these rules may
subject us to fines or other enforcement action. FAR Part 117 and the
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minimum pilot hour requirements may also reduce our ability to meet flight crew staffing requirements. We cannot assure you that compliance with these
and other laws, regulations, orders, rulings and guidance will not have a material adverse effect on our business, results of operations and financial condition.
In addition, the TSA mandates the federalization of certain airport security procedures and imposes additional security requirements on airports and
airlines, some of which is funded by a security fee imposed on passengers and collected by airlines. We cannot forecast what additional security and safety
requirements may be imposed in the future or the costs or revenue impact that would be associated with complying with such requirements.
Our ability to operate as an airline is dependent on our obtaining and maintaining authorizations issued to us by the DOT and the FAA. The FAA from
time to time issues directives and other mandatory orders relating to, among other things, operating aircraft, the grounding of aircraft, maintenance and
inspection of aircraft, installation of new safety-related items, and removal and replacement of aircraft parts that have failed or may fail in the future. These
requirements can be issued with little or no notice, can impact our ability to efficiently or fully utilize our aircraft, and could result in the temporary
grounding of aircraft types altogether, such as the March 2019 grounding of the Boeing 737 MAX fleet. A decision by the FAA to ground, or require timeconsuming inspections of or maintenance on, our aircraft, for any reason, could negatively affect our business, results of operations and financial condition.
Federal law requires that air carriers operating scheduled service be continuously “fit, willing and able” to provide the services for which they are licensed.
Our “fitness” is monitored by the DOT, which considers managerial competence, operations, finances, and compliance record. In addition, under federal law,
we must be a U.S. citizen (as determined under applicable law). Please see “Business—Foreign Ownership” in our Prospectus filed April 2, 2021. While the
DOT has seldom revoked a carrier’s certification for lack of fitness, such an occurrence would render it impossible for us to continue operating as an airline.
The DOT may also institute investigations or administrative proceedings against airlines for violations of regulations. For instance, in 2017 we were fined
$0.4 million by the DOT for certain infractions relating to oversales, rules related to passengers with disabilities, customer service plan rules, $40,000 for
certain infractions relating to oversales disclosure and notice requirements, the domestic baggage liability limit rule, and $1.5 million by the DOT relating to
lengthy tarmac delays, which was offset by a $0.9 million credit for compensation provided to passengers on the affected flights and other delayed flights. In
addition, on March 12, 2021, the DOT advised us that it was in receipt of information indicating that the Company had failed to comply with certain DOT
consumer protection requirements relating to our consumer refund and credit practices and requested that we provide certain information to the DOT. We are
cooperating with the DOT request.
International routes are regulated by air transport agreements and related agreements between the United States and foreign governments. Our ability to
operate international routes is subject to change, as the applicable agreements between the United States and foreign governments may be amended from
time to time. Our access to new international markets may be limited by the applicable air transport agreements between the U.S. and foreign governments
and our ability to obtain the necessary authority from the U.S. and foreign governments to fly the international routes. In addition, our operations in foreign
countries are subject to regulation by foreign governments and our business may be affected by changes in law and future actions taken by such
governments, including granting or withdrawal of government approvals, airport slots and restrictions on competitive practices. We are subject to numerous
foreign regulations in the countries outside the United States where we currently provide service. If we are not able to comply with this complex regulatory
regime, our business could be significantly harmed. Please see “Business—Government Regulation” in our Prospectus filed April 2, 2021.
Changes in legislation, regulation and government policy have affected, and may in the future have a material adverse effect on our business.
Changes in, and uncertainty with respect to, legislation, regulation and government policy at the local, state or federal level have affected, and may in the
future significantly impact, our business and the airline industry. Specific legislative and regulatory proposals that could have a material impact on us in the
future include, but are not limited to, infrastructure renewal programs; changes to operating and maintenance requirements and immigration and security
policy and requirements; modifications to international trade policy, including withdrawing from trade agreements and imposing tariffs; changes to consumer
protection laws; public company reporting requirements;
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environmental regulation; tax legislation and antitrust enforcement. Any such changes may make it more difficult and/or more expensive for us to obtain new
aircraft or engines and parts to maintain existing aircraft or engines or make it less profitable or prevent us from flying to or from some of the destinations we
currently serve. To the extent that any such changes have a negative impact on us or the airline industry in general, including as a result of related
uncertainty, these changes may materially impact our business, financial condition, results of operations and cash flows.
Any tariffs imposed on commercial aircraft and related parts imported from outside the United States may have a material adverse effect on our fleet,
business, results of operations and financial condition.
Certain of the products and services that we purchase, including our aircraft and related parts, are sourced from suppliers located in foreign countries,
and the imposition of new tariffs, or any increase in existing tariffs, by the U.S. government on the importation of such products or services could materially
increase the amounts we pay for them. In early October 2019, the World Trade Organization ruled that the United States could impose $7.5 billion in
retaliatory tariffs in response to illegal European Union subsidies to Airbus. On October 18, 2019, the United States imposed these tariffs on certain imports
from the European Union, including a 10% tariff on new commercial aircraft. In February 2020, the United States announced an increase to this tariff from
10% to 15%. These tariffs apply to aircraft that we are already contractually obligated to purchase. On March 5, 2021, the United States and the European
Union announced an agreement to suspend for four month the imposition of the foregoing tariffs on commercial aircraft. The commercial aircraft tariffs,
when effective, are under continuing review and at any time could be increased, decreased, eliminated or applied to a broader range of products we use.
While we have recently accepted deliveries of Airbus aircraft principally from the Airbus Mobile, Alabama facility, which has enabled us to avoid the
imposition of tariffs on such aircraft, there can be no assurance that we will continue to be able to do so in the event the suspension described above is lifted
or expires without other action. Any imposition of these tariffs could substantially increase the cost of, among other things, imported new Airbus aircraft and
parts required to service our Airbus fleet, which in turn could have a material adverse effect on our business, financial condition and/or results of operations.
We may also seek to postpone or cancel delivery of certain aircraft currently scheduled for delivery, and we may choose not to purchase as many aircraft as
we intended in the future. Any such action could have a material adverse effect on the size of our fleet, business, results of operations and financial condition.
If we are unable to attract and retain qualified personnel at reasonable costs or fail to maintain our company culture, our business could be harmed.
Our business is labor intensive. We require large numbers of pilots, flight attendants, maintenance technicians and other personnel. We compete against
other U.S. airlines for pilots, mechanics and other skilled labor and certain U.S. airlines offer wage and benefit packages exceeding ours. The airline industry
has from time to time experienced a shortage of qualified personnel. In particular, as more pilots in the industry approach mandatory retirement age, the U.S.
airline industry is being affected by a pilot shortage. As is common with most of our competitors, we have faced considerable turnover of our employees. As
a result of the foregoing, there can be no assurance that we will be able to attract or retain qualified personnel or may be required to increase wages and/or
benefits in order to do so. In addition, we may lose personnel due to the impact of the COVID-19 pandemic on air travel and we may lose executives as a
result of compensation restrictions imposed under the CARES Act. Such restrictions may present retention challenges in the case of executives presented
with alternative, non-airline opportunities or with opportunities from airlines that are not subject to such restrictions because they never entered into such
Treasury loans or have repaid their Treasury loans prior to us. If we are unable to hire, train and retain qualified employees, our business could be harmed
and we may be unable to implement our growth plans.
In addition, as we hire more people and grow, we believe it may be increasingly challenging to continue to hire people who will maintain our company
culture. Our company culture, which we believe is one of our competitive strengths, is important to providing dependable customer service and having a
productive, accountable workforce that helps keep our costs low. As we continue to grow, we may be unable to identify, hire or retain enough people who
meet the above criteria, including those in management or other key positions. Our company culture could otherwise be adversely affected by our growing
operations and geographic diversity. If we fail to maintain the
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strength of our company culture, our competitive ability and our business, results of operations and financial condition could be harmed.
Our business could be materially adversely affected if we lose the services of our key personnel.
Our success depends to a significant extent upon the efforts and abilities of our senior management team and key financial and operating personnel. In
particular, we depend on the services of our senior management team, particularly Barry L. Biffle, our President and Chief Executive Officer, and James G.
Dempsey, our Executive Vice President and Chief Financial Officer. Competition for highly qualified personnel is intense, and the loss of any executive
officer, senior manager, or other key employee without adequate replacement or the inability to attract new qualified personnel could have a material adverse
effect on our business, results of operations and financial condition. We do not maintain key-man life insurance on our management team.
We rely on our private equity sponsor.
Our majority stockholder is presently an investment fund managed by Indigo, an affiliate of Indigo Partners, a private equity fund with significant
expertise in the ultra low-cost airline business. This expertise has been available to us through the representatives Indigo has on our board of directors and
through a Professional Services Agreement that was put in place in connection with the 2013 acquisition from Republic and pursuant to which we pay Indigo
Partners a fee of approximately $375,000 per quarter, plus expenses. Several members of our board of directors are also affiliated with Indigo Partners and
we pay each of them an annual fee as compensation. Our engagement of Indigo Partners pursuant to the Professional Services Agreement will continue until
the date that Indigo Partners and its affiliates own less than 10% of the 197.6 million shares of our common stock acquired by an affiliate of Indigo Partners
in December 2013. Indigo Partners may nonetheless elect to reduce its ownership in our company or reduce its involvement on our board of directors, which
could reduce or eliminate the benefits we have historically achieved through our relationship with Indigo Partners such as management expertise, industry
knowledge and volume purchasing. For a further description of our Professional Services Agreement, please see “Certain Relationships and Related Party
Transactions—Management Services” in our Prospectus filed April 2, 2021. See also “—Risks Related to Owning Our Common Stock—Indigo’s current
control of the Company severely limits the ability of our stockholders to influence matters requiring stockholder approval and could adversely affect our
other stockholders and the interests of Indigo could conflict with the interests of other stockholders.”
Our quarterly results of operations fluctuate due to a number of factors, including seasonality.
We expect our quarterly results of operations to continue to fluctuate due to a number of factors, including actions by our competitors, price changes in
aircraft fuel and the timing and amount of maintenance expenses, as well as the impacts of the COVID-19 pandemic. As a result of these and other factors,
quarter-to-quarter comparisons of our results of operations and month-to-month comparisons of our key operating statistics may not be reliable indicators of
our future performance. In addition, seasonality may cause our quarterly and monthly results to fluctuate since passengers tend to fly more during the
summer months and less in the winter months, apart from the holiday season. We cannot assure you that we will find profitable markets in which to operate
during the winter season. Such periods of low demand for air travel during the winter months could have a material adverse effect on our business, results of
operations and financial condition.
Our lack of membership in a marketing alliance or codeshare arrangements (other than with Volaris) could harm our business and competitive position.
Many airlines, including the domestic legacy network airlines (American, Delta and United), have marketing alliances with other airlines, under which
they market and advertise their status as marketing alliance partners. These alliances, such as oneworld, SkyTeam, and Star Alliance, generally provide for
codesharing, frequent flyer program reciprocity, coordinated scheduling of flights to permit convenient connections and other joint marketing activities. In
addition, certain of these alliances involve highly integrated antitrust immunized joint ventures. Such arrangements permit an airline to market flights
operated by other alliance members as its own. This increases the destinations, connections and frequencies offered by the airline and provides an
opportunity to increase traffic on

74

that airline’s segment of flights connecting with alliance partners. We currently do not have any marketing alliances or codeshare arrangements with U.S. or
foreign airlines, other than the codeshare arrangement we entered into with Volaris in 2018. Our lack of membership in any other marketing alliances and
codeshare arrangements puts us at a competitive disadvantage to traditional network carriers who are able to attract passengers through more widespread
alliances, particularly on international routes, and that disadvantage may result in a material adverse effect on our business, results of operations and financial
condition.
Risks Related to Owning Our Common Stock
The market price of our common stock may be volatile, which could cause the value of an investment in our stock to decline.
The market price of our common stock may fluctuate substantially due to a variety of factors, many of which are beyond our control, including:
•
•
•
•
•
•
•
•
•
•
•
•

announcements concerning our competitors, the airline industry or the economy in general;
developments with respect to the COVID-19 pandemic, and government restrictions related thereto;
strategic actions by us or our competitors, such as acquisitions or restructurings;
media reports and publications about the safety of our aircraft or the aircraft type we operate;
new regulatory pronouncements and changes in regulatory guidelines;
changes in the price of aircraft fuel;
announcements concerning the availability of the type of aircraft we use;
general and industry-specific economic conditions;
changes in financial estimates or recommendations by securities analysts or failure to meet analysts’ performance expectations;
sales of our common stock or other actions by investors with significant shareholdings, including sales by our principal stockholders;
trading strategies related to changes in fuel or oil prices; and
general market, political and other economic conditions.

The stock markets in general have experienced substantial volatility that has often been unrelated to the operating performance of particular companies.
Broad market fluctuations may materially adversely affect the trading price of our common stock.
In the past, stockholders have sometimes instituted securities class action litigation against companies following periods of volatility in the market price
of their securities. Any similar litigation against us could result in substantial costs, divert management’s attention and resources and have a material adverse
effect on our business, results of operations and financial condition.
If securities or industry analysts do not publish research or reports about our business or publish negative reports about our business, our stock price
and trading volume could decline.
The trading market for our common stock depends in part on the research and reports that securities and industry analysts may publish about us or our
business. If one or more of the analysts who cover us downgrade our stock or publish inaccurate or unfavorable research about our business, the trading price
of our common stock would likely decline. If one or more of these analysts ceases to cover our company or fails to publish reports on us regularly, demand
for our stock could decrease, which may cause the trading price of our common stock and the trading volume of our common stock to decline.
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The issuance or sale of shares of our common stock, or rights to acquire shares of our common stock, or the exercise of the PSP Warrants, PSP2
Warrants, PSP3 Warrants or Treasury Warrants issued to the Treasury, could depress the trading price of our common stock.
We may conduct future offerings of our common stock, preferred stock or other securities that are convertible into or exercisable for our common stock
to finance our operations or fund acquisitions, or for other purposes. In connection with our participation in the PSP, we issued warrants to the Treasury,
which are exercisable for up to 522,576 shares of our common stock. Furthermore, in the first quarter of 2021 we issued additional warrants to the Treasury
in connection with our participation in the PSP2 based on the $140 million funding, with the warrants exercisable for up to 103,208 shares of our common
stock.
In April 2021, the Treasury provided us with an additional disbursement under the PSP2 Agreement of $21 million, comprised of an additional
$15 million toward the PSP2 Grant, and $6 million toward the PSP2 Promissory Note. In conjunction with this additional funding, we granted the Treasury
warrants to purchase up to 54,105 additional shares of common stock of FGHI.
On April 29, 2021, we entered into the PSP3 Agreement with the Treasury for approximately $150 million of installment funding, comprised of $135
million pursuant to the PSP3 Grant and $15 million pursuant to the PSP3 Promissory Note. In conjunction with funding from PSP3, the Company agreed to
issue the Treasury warrants to purchase up to 79,961 additional shares of common stock of FGHI.
In connection with the initial $150 million borrowing from the secured loan provided under the Loan and Guarantee Agreement (the “Treasury Loan
Agreement”) we entered into with the Treasury pursuant to the CARES Act, we issued warrants to the Treasury which are exercisable for up to
approximately 2,358,090 shares of our common stock. Moreover, we may issue additional warrants to the Treasury exercisable for up to 6,665,580 shares of
our common stock, assuming we draw the full $424 million remaining under the Treasury Loan Agreement. See “—We have agreed to certain restrictions on
our business by accepting financing under the CARES Act.” Further, we reserve shares of our common stock for future issuance under our equity incentive
plans, which shares are eligible for sale in the public market to the extent permitted by the provisions of various agreements and, to the extent held by
affiliates, the volume and manner of sale restrictions of Rule 144. If these additional shares are sold, or if it is perceived that they will be sold, into the public
market, the price of our common stock could decline substantially. If we issue additional shares of our common stock or rights to acquire shares of our
common stock, if any of our existing stockholders sells a substantial amount of our common stock, or if the market perceives that such issuances or sales
may occur, then the trading price of our common stock may significantly decline. In addition, our issuance of additional shares of common stock will dilute
the ownership interests of our existing common stockholders.
The value of our common stock may be materially adversely affected by additional issuances of common stock or preferred stock by us or sales by our
principal stockholder.
Any future issuances or sales of our common stock by us will be dilutive to our existing common stockholders. We had 200,416,799 shares of common
stock outstanding as of March 31, 2021. All of the shares of common stock sold will be freely tradable without restrictions or further registration under the
Securities Act. The holders of substantially all of the outstanding shares of our common stock have signed lock-up agreements with the underwriters of the
initial offering, under which they have agreed, subject to certain exceptions, not to offer, sell, contract to sell, pledge or otherwise dispose of, directly or
indirectly, any of our common stock or securities convertible into or exchangeable or exercisable for shares of our common stock, enter into a transaction
which would have the same effect, without the prior written consent of certain of the underwriters, for a period of 180 days after the date of our Prospectus
filed on April 2, 2021. An investment fund managed by Indigo, the holder of approximately 197.6 million shares of our common stock as of March 31, 2021,
was entitled to rights with respect to registration of 183.3 million shares under the Securities Act pursuant to a registration rights agreement. Please see
“Certain Relationships and Related Party Transactions—Registration Rights” in our Prospectus filed April 2, 2021. Sales of substantial amounts of our
common stock in the public or private market, a perception in the market that

76

such sales could occur, or the issuance of securities exercisable or convertible into our common stock, could adversely affect the prevailing price of our
common stock.
Indigo’s current control of the Company severely limits the ability of our stockholders to influence matters requiring stockholder approval and could
adversely affect our other stockholders and the interests of Indigo could conflict with the interests of other stockholders.
As of the date of this report, an investment fund managed by Indigo beneficially owns approximately 83.0% of our outstanding common stock.
As a result, Indigo will be able to exert a significant degree of influence or actual control over our management and affairs and over matters requiring
stockholder approval, including the election of directors, a merger, consolidation or sale of all or substantially all of our assets and other significant business
or corporate transactions.
Until such time as Indigo and its affiliates beneficially own shares of our common stock representing less than a majority of the voting rights of our
common stock, Indigo will have the ability to take stockholder action by written consent without calling a stockholder meeting and to approve amendments
to our amended and restated certificate of incorporation and amended and restated bylaws and to take other actions without the vote of any other stockholder.
As a result, Indigo will have the ability to control all such matters affecting us, including:
•
•
•
•
•
•
•

the composition of our board of directors and, through our board of directors, any determination with respect to our business plans and policies;
our acquisition or disposition of assets;
our financing activities, including the issuance of additional equity securities;
any determinations with respect to mergers, acquisitions and other business combinations;
corporate opportunities that may be suitable for us and Indigo;
the payment of dividends on our common stock; and
the number of shares available for issuance under our stock plans for our existing and prospective employees.

This concentrated control will limit the ability of other stockholders to influence corporate matters and, as a result, we may take actions that our other
stockholders do not view as beneficial. Indigo’s voting control may also discourage or block transactions involving a change of control of the Company,
including transactions in which you, as a stockholder, might otherwise receive a premium for your shares over the then-current market price. For example,
this concentration of ownership could have the effect of delaying or preventing a change in control or otherwise discouraging a potential acquirer from
attempting to obtain control of us, which in turn could cause the market price of our common stock to decline or prevent our stockholders from realizing a
premium over the market price for their common stock. Moreover, Indigo is not prohibited from selling a controlling interest in us to a third party and may
do so without your approval and without providing for a purchase of your shares of common stock. Accordingly, your shares of common stock may be worth
less than they would be if Indigo did not maintain voting control over us.
In addition, the interests of Indigo could conflict with the interests of other stockholders. According to a Schedule 13D filed with the SEC in February
2021, investment funds managed by Indigo Partners hold approximately 18% of the total outstanding Common Stock shares of Volaris, and two of our
directors, William A. Franke and Brian H. Franke, are members of the board of directors of Volaris, with Brian H. Franke serving as chair since April 2020.
We entered into a codeshare arrangement with Volaris in January 2018. As of March 31, 2021, we did not compete directly with Volaris on any of our routes
other than one route that we currently operate during different months of the year. However, there can be no assurances that we will not compete directly
with Volaris in the future. Furthermore, neither Indigo Partners, its portfolio companies, funds or other affiliates, nor any of their officers, directors, agents,
stockholders, members or current or future partners will have any duty to refrain from engaging, directly or indirectly, in the same business activities, similar
business activities or lines of business in which we operate. See “—Our certificate of incorporation contains a provision renouncing our interest and
expectancy in certain corporate opportunities.”
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For additional information about our relationship with Indigo and Indigo Partners, please see “Certain Relationships and Related Party Transactions” and
“Principal and Selling Stockholders” in the Prospectus filed on April 2, 2021.
Our anti-takeover provisions may delay or prevent a change of control, which could adversely affect the price of our common stock.
Our amended and restated certificate of incorporation and amended and restated bylaws may make it difficult to remove our board of directors and
management and may discourage or delay “change of control” transactions, which could adversely affect the price of our common stock. These provisions
include, among others:
•
•
•
•
•
•

•
•

our board of directors is divided into three classes, with each class serving for a staggered three-year term, which prevents stockholders from
electing an entirely new board of directors at an annual meeting;
no cumulative voting in the election of directors, which prevents the minority stockholders from electing director candidates;
the exclusive right of our board of directors to elect a director to fill a vacancy created by the expansion of the board of directors or the resignation,
death or removal of a director, which prevents stockholders from being able to fill vacancies on our board of directors;
from and after such time as Indigo and its affiliates no longer hold a majority of the voting rights of our common stock, actions to be taken by our
stockholders may only be affected at an annual or special meeting of our stockholders and not by written consent;
from and after such time as Indigo and its affiliates no longer hold a majority of the voting rights of our common stock, special meetings of our
stockholders can be called only by the Chairman of the Board or by our corporate secretary at the direction of our board of directors;
advance notice procedures that stockholders, other than Indigo for so long as it and its affiliates hold a majority of the voting rights of our common
stock, must comply with in order to nominate candidates to our board of directors and propose matters to be brought before an annual meeting of
our stockholders may discourage or deter a potential acquirer from conducting a solicitation of proxies to elect the acquirer’s own slate of directors
or otherwise attempting to obtain control of our company;
from and after such time as Indigo and its affiliates hold less than a majority of the voting rights of our common stock, a majority stockholder vote
is required for removal of a director only for cause (and a director may only be removed for cause), and a 66 2⁄3% stockholder vote is required for
the amendment, repeal or modification of certain provisions of our certificate of incorporation and bylaws; and
our board of directors may, without stockholder approval, issue series of preferred stock, or rights to acquire preferred stock, that could dilute the
interest of, or impair the voting power of, holders of our common stock or could also be used as a method of discouraging, delaying or preventing a
change of control.

Certain anti-takeover provisions under Delaware law also apply to our company. While we have elected not to be subject to the provisions of
Section 203 of the DGCL in our amended and restated certificate of incorporation, such certificate of incorporation will provide that in the event Indigo
Partners and its affiliates cease to beneficially own at least 15% of the then outstanding shares of our voting common stock, we will automatically become
subject to Section 203 of the DGCL to the extent applicable. Under Section 203, a corporation may not, in general, engage in a business combination with
any holder of 15% or more of its voting stock unless the holder has held the stock for three years or, among other things, the board of directors has approved
the transaction.
Our amended and restated certificate of incorporation and amended and restated bylaws provide, for an exclusive forum in the Court of Chancery of the
State of Delaware for certain disputes between us and our stockholders, and that the federal district courts of the United States will be the exclusive
forum for the resolution of any complaint asserting a cause of action under the Securities Act of 1933.
Our amended and restated certificate of incorporation and amended and restated bylaws provide, that: (i) unless we consent in writing to the selection of
an alternative forum, the Court of Chancery of the State of Delaware (or, if such court does not have subject matter jurisdiction thereof, the federal district
court of the State of Delaware) will,
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to the fullest extent permitted by law, be the sole and exclusive forum for: (A) any derivative action or proceeding brought on behalf of the company, (B) any
action asserting a claim for or based on a breach of a fiduciary duty owed by any of our current or former director, officer, other employee, agent or
stockholder to the company or our stockholders, including without limitation a claim alleging the aiding and abetting of such a breach of fiduciary duty, (C)
any action asserting a claim against the company or any of our current or former director, officer, employee, agent or stockholder arising pursuant to any
provision of the Delaware General Corporation Law or our certificate of incorporation or bylaws or as to which the Delaware General Corporation Law
confers jurisdiction on the Court of Chancery of the State of Delaware, or (D) any action asserting a claim related to or involving the company that is
governed by the internal affairs doctrine; (ii) unless we consent in writing to the selection of an alternative forum, the federal district courts of the United
States will, to the fullest extent permitted by law, be the sole and exclusive forum for the resolution of any complaint asserting a cause or causes of action
arising under the Securities Act of 1933, as amended (the “Securities Act”), and the rules and regulations promulgated thereunder, including all causes of
action asserted against any defendant to such complaint; (iii) any person or entity purchasing or otherwise acquiring or holding any interest in shares of
capital stock of the company will be deemed to have notice of and consented to these provisions; and (iv) failure to enforce the foregoing provisions would
cause us irreparable harm, and we will be entitled to equitable relief, including injunctive relief and specific performance, to enforce the foregoing
provisions. This provision is intended to benefit and may be enforced by us, our officers and directors, the underwriters to any offering giving rise to such
complaint and any other professional entity whose profession gives authority to a statement made by that person or entity and who has prepared or certified
any part of the documents underlying the offering. This exclusive forum provision will not apply to suits brought to enforce any liability or duty created by
the Exchange Act of 1934, as amended (the “Exchange Act”), or any other claim for which the federal courts have exclusive jurisdiction. Nothing in our
amended and restated certificate of incorporation or amended and restated bylaws precludes stockholders that assert claims under the Exchange Act from
bringing such claims in federal court to the extent that the Exchange Act confers exclusive federal jurisdiction over such claims, subject to applicable law.
We believe these provisions may benefit us by providing increased consistency in the application of Delaware law and federal securities laws by
chancellors and judges, as applicable, particularly experienced in resolving corporate disputes, efficient administration of cases on a more expedited schedule
relative to other forums and protection against the burdens of multi-forum litigation. If a court were to find the choice of forum provision that is contained in
our current certificate of incorporation or bylaws or will be contained in our amended and restated certificate of incorporation or amended and restated
bylaws to be inapplicable or unenforceable in an action, we may incur additional costs associated with resolving such action in other jurisdictions, which
could materially adversely affect our business, results of operations, and financial condition. For example, Section 22 of the Securities Act creates concurrent
jurisdiction for federal and state courts over all suits brought to enforce any duty or liability created by the Securities Act or the rules and regulations
thereunder. Accordingly, there is uncertainty as to whether a court would enforce such a forum selection provision as written in connection with claims
arising under the Securities Act.
The choice of forum provisions may limit a stockholder’s ability to bring a claim in a judicial forum that it finds favorable for disputes with us or any of
our current or former director, officer, other employee, agent, or stockholder to the company, which may discourage such claims against us or any of our
current or former director, officer, other employee, agent, or stockholder to the company and result in increased costs for investors to bring a claim.
Our amended and restated certificate of incorporation contains a provision renouncing our interest and expectancy in certain corporate opportunities.
Our amended and restated certificate of incorporation provides for the allocation of certain corporate opportunities between us and Indigo. Under these
provisions, neither Indigo, its portfolio companies, funds or other affiliates, nor any of their agents, stockholders, members, partners, officers, directors and
employees will have any duty to refrain from engaging, directly or indirectly, in the same business activities, similar business activities or lines of business in
which we operate. For instance, a director of our company who also serves as a stockholder, member, partner, officer, director or employee of Indigo or any
of its portfolio companies, funds or other affiliates may pursue certain acquisitions or other opportunities that may be complementary to our business and, as
a result,
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such acquisitions or other opportunities may not be available to us. These potential conflicts of interest could have a material adverse effect on our business,
results of operations or financial condition, if attractive corporate opportunities are allocated by Indigo to itself or its portfolio companies, funds or other
affiliates instead of to us. In addition, our amended and restated certificate of incorporation provides that we shall indemnify each the aforementioned parties
in the event of any claims for breach of fiduciary or other duties brought in connection with such other opportunities. The terms of our amended and restated
certificate of incorporation are more fully described in the “Description of Capital Stock” section of our Prospectus filed on April 2, 2021.
Our corporate charter and bylaws include provisions limiting ownership and voting by non-U.S. citizens.
To comply with restrictions imposed by federal law on foreign ownership and control of U.S. airlines, our amended and restated certificate of
incorporation and amended and restated bylaws restrict ownership, voting and control of shares of our common stock by non-U.S. citizens. The restrictions
imposed by federal law and DOT policy require that we must be owned and controlled by U.S. citizens, that no more than 25.0% of our voting stock be
owned or controlled, directly or indirectly, by persons or entities who are not U.S. citizens, as defined 49 U.S.C. § 40102(a)(15), that no more than 49.0% of
our stock be owned or controlled, directly or indirectly, by persons or entities who are not U.S. citizens and are from countries that have entered into “open
skies” air transport agreements with the U.S., that our president and at least two-thirds of the members of our board of directors and other managing officers
be U.S. citizens, and that we be under the actual control of U.S. citizens. Our amended and restated certificate of incorporation and bylaws provide that the
failure of non-U.S. citizens to register their shares on a separate stock record, which we refer to as the “foreign stock record,” would result in a loss of their
voting rights in the event and to the extent that the aggregate foreign ownership of the outstanding common stock exceeds the foreign ownership restrictions
imposed by federal law. Our amended and restated bylaws further provide that no shares of our common stock will be registered on the foreign stock record
if the amount so registered would exceed the foreign ownership restrictions imposed by federal law. If it is determined that the amount registered in the
foreign stock record exceeds the foreign ownership restrictions imposed by federal law, shares will be removed from the foreign stock record, resulting in the
loss of voting rights, in reverse chronological order based on the date of registration therein, until the number of shares registered therein does not exceed the
foreign ownership restrictions imposed by federal law. We are currently in compliance with these ownership restrictions. See “Business—Foreign
Ownership” and “Description of Capital Stock—Anti-Takeover Provisions of Our Certificate of Incorporation and Bylaws—Limited Ownership and Voting
by Foreign Owners” in our Prospectus filed April 2, 2021.
We are a “controlled company” within the meaning of the Nasdaq Stock Market rules, and, as a result, qualify for, and rely on, exemptions from certain
corporate governance requirements. Our stockholders do not have the same protections afforded to stockholders of companies that are subject to such
requirements.
As of the date of this report, Indigo controls approximately 83.0% of our outstanding common stock. As a result, we are a “controlled company” within
the meaning of the Nasdaq Stock Market rules and exempt from the obligation to comply with certain corporate governance requirements, including the
requirements that a majority of our board of directors consists of “independent directors,” as defined under the rules of the Nasdaq Stock Market, and that we
have a compensation committee and a nominating and corporate governance committee that are composed entirely of independent directors. These
exemptions do not modify the requirement for a fully independent audit committee, which is permitted to be phased-in as follows: (1) one independent
committee member at the time of our initial public offering; (2) a majority of independent committee members within 90 days of our initial public offering;
and (3) all independent committee members within one year of our initial public offering. Similarly, once we are no longer a “controlled company,” we must
comply with the independent board committee requirements as they relate to the compensation committee and the nominating and corporate governance
committee, on the same phase-in schedule as set forth above, with the trigger date being the date we are no longer a “controlled company” as opposed to our
initial public offering date. Additionally, we will have 12 months from the date we cease to be a “controlled company” to have a majority of independent
directors on our board of directors.
If we utilize the “controlled company” exemption, you will not have the same protections afforded to stockholders of companies that are subject to all of
the corporate governance requirements of the Nasdaq Stock
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Market. Our status as a controlled company could make our common stock less attractive to some investors or otherwise adversely affect its trading price.
We are a holding company and rely on dividends, distributions, and other payments, advances, and transfers of funds from our subsidiaries to meet our
obligations.
We are a holding company that does not conduct any business operations of our own. As a result, we are largely dependent upon cash dividends and
distributions and other transfers, including for payments in respect of indebtedness, at the holding company level from our subsidiaries to meet our
obligations. The agreements governing the indebtedness of our subsidiaries, including the CARES Act, impose restrictions on our subsidiaries’ ability to pay
dividend distributions or other transfers to us. Each of our subsidiaries is a distinct legal entity, and under certain circumstances legal and contractual
restrictions may limit our ability to obtain cash from them. The deterioration of the earnings from, or other available assets of, our subsidiaries for any reason
could also limit or impair their ability to pay dividends or other distributions to us
As of the date of this filing, we are prohibited from making repurchases of our common stock and paying dividends on our common stock by operation of
restrictions imposed by the CARES Act and the PSP Extension Law. Following the end of those restrictions, we cannot guarantee that we will
repurchase shares of our common stock or pay dividends on our common stock, or that our capital deployment program will enhance long-term
stockholder value. Our capital deployment program could increase the volatility of the price of our common stock and diminish our cash reserves.
In connection with our receipt of payroll support under the PSP, PSP2 and PSP3 and acceptance of the Treasury Loan Agreement, we agreed not to
repurchase shares of our common stock until the later of September 30, 2022 or one year after the Treasury Loan facility loan is repaid. In addition, we are
prohibited from paying dividends on common stock until the later of September 30, 2022 or one year after the Treasury Loan facility loan is repaid. Any
future determination to pay dividends will be at the discretion of our board of directors and will depend on our results of operations, financial condition,
capital requirements, restrictions contained in current or future financing instruments, business prospects and such other factors as our board of directors
deems relevant.
General Risk Factors
The requirements of being a public company may strain our resources, divert management’s attention and affect our ability to attract and retain
qualified board members or executive officers.
As a public company, we incur significant legal, accounting and other expenses that we did not previously incur as a private company, including costs
associated with public company reporting requirements. We also have incurred and will incur costs associated with the Sarbanes-Oxley Act of 2002, as
amended, the Dodd-Frank Wall Street Reform and Consumer Protection Act, related rules implemented or to be implemented by the Securities and Exchange
Commission (“SEC”) and the listing rules of the Nasdaq Stock Market. In recent years, the expenses incurred by public companies generally for reporting
and corporate governance purposes have been increasing. We expect these rules and regulations to increase our legal and financial compliance costs and to
make some activities more time-consuming and costly, although we are currently unable to estimate these costs with any degree of certainty. These laws and
regulations could also make it more costly for us to obtain certain types of insurance, including director and officer liability insurance, and we may be forced
to accept reduced policy limits and coverage or incur substantially higher costs to obtain the same or similar coverage. These laws and regulations could also
make it more difficult for us to attract and retain qualified persons to serve on our board of directors or our board committees or as our executive officers and
may divert management’s attention. Furthermore, if we are unable to satisfy our obligations as a public company, our common stock could be delisted, which
could restrict our access to capital, and we could be subject to fines, sanctions and other regulatory action and potentially civil litigation.
We will be required to assess our internal control over financial reporting on an annual basis, and any future adverse findings from such assessment
could result in a loss of investor confidence in our financial reports,
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result in significant expenses to remediate any internal control deficiencies and have a material adverse effect on our business, results of operations and
financial condition.
Pursuant to Section 404 of the Sarbanes-Oxley Act of 2002, as amended, and beginning with our Annual Report on Form 10-K for the year ending
December 31, 2022, our management will be required to report on, and our independent registered public accounting firm to attest to, the effectiveness of our
internal control over financial reporting. The rules governing management’s assessment of our internal control over financial reporting are complex and
require significant documentation, testing and possible remediation. We are currently in the process of reviewing, documenting and testing our internal
control over financial reporting. We may encounter problems or delays in completing the implementation of any changes necessary to make a favorable
assessment of our internal control over financial reporting. In connection with the attestation process by our independent registered public accounting firm,
we may encounter problems or delays in implementing any requested improvements and receiving a favorable attestation. In addition, if we fail to maintain
the adequacy of our internal control over financial reporting, we will not be able to conclude on an ongoing basis that we have effective internal control over
financial reporting in accordance with Section 404. If we fail to achieve and maintain an effective internal control environment, we could suffer material
misstatements in our financial statements and fail to meet our reporting obligations, which would likely cause investors to lose confidence in our reported
financial information. Additionally, ineffective internal control over financial reporting could expose us to increased risk of fraud or misuse of corporate
assets and subject us to potential delisting from the Nasdaq Stock Market, regulatory investigations, civil or criminal sanctions and litigation, any of which
would have a material adverse effect on our business, results of operations and financial condition.
We may become involved in litigation that may have a material adverse effect on our business, results of operations and financial condition.
We have in the past been, are currently and may in the future become involved in private actions, class actions, investigations and various other legal
proceedings, including from employees, commercial partners, customers, competitors and government agencies, among others. Such claims could involve
discrimination (for example, based on gender, age, race or religious affiliation), sexual harassment, privacy, patent, commercial, product liability,
whistleblower and other litigation and claims, and governmental and other regulatory investigations and proceedings.
Further, from time to time, our employees may bring lawsuits against us regarding discrimination, sexual harassment, labor, ERISA, disability claims
and employment and other claims. For example, we currently face gender discrimination claims brought by certain of our employees. In recent years,
companies have experienced an increase in the number of discrimination and harassment claims generally. Coupled with the expansion of social media
platforms that allow individuals with access to a broad audience, these claims have had a significant negative impact on some businesses.
Also, in recent years, there has been significant litigation in the United States and abroad involving patents and other intellectual property rights. We
have in the past faced, and may face in the future, claims by third parties that we infringe upon their intellectual property rights.
Any claims asserted against us or our management, regardless of merit or eventual outcome, could be harmful to our reputation and brand and have an
adverse impact on our relationships with our customers, commercial partners and other third parties and could lead to additional related claims. Such matters
can be time-consuming, divert management’s attention and resources, cause us to incur significant expenses or liability and/or require us to change our
business practices. Because of the potential risks, expenses and uncertainties of litigation, we may, from time to time, settle disputes, even where we believe
that we have meritorious claims or defenses. Because litigation is inherently unpredictable, we cannot assure you that the results of any of these actions will
not have a material adverse effect on our business, results of operations and financial condition.

82

ITEM 2. UNREGISTERED SALES OF EQUITY SECURITIES AND USE OF PROCEEDS
Unregistered Sales of Equity Securities
Plan-Related Issuances
In the first quarter of 2021, we granted to our directors, officers and employees an aggregate of 695,742 restricted stock units to be settled in shares of
our common stock under the 2014 Plan.
The offers, sales and issuances of the securities described above were deemed to be exempt from registration under Rule 701 promulgated under the
Securities Act of 1933, as amended (the “Securities Act”), as transactions under compensatory benefit plans and contracts relating to compensation, or under
Section 4(a)(2) of the Securities Act as a transaction by an issuer not involving a public offering. The recipients of such securities were our directors, officers
and employees and received the securities under our equity incentive plans.
Warrants
In the first quarter of 2021, in conjunction with PSP2, we issued warrants (the “PSP2 Warrants”) to the U.S. Department of the Treasury to acquire up to
103,208 shares of common stock of FGHI at an exercise price of $11.65 per share, which warrants have a five-year term and are exercisable either through
net share settlement or in cash, at our option.
The PSP2 Warrants were issued pursuant to an exemption from registration provided for under Section 4(a)(2) of the Securities Act as transactions not
involving a public offering. Any issuance of Common Stock upon exercise of the PSP2 Warrants will be exempt as an exchange by the Company exclusively
with its security holders eligible for exemption under Section 3(a)(9) of the Securities Act.
Use of Proceeds
On March 31, 2021, our registration statement on Form S-1 (File No. 333-254004), as amended (the “Registration Statement”), was declared effective
by the Securities and Exchange Commission. On April 6, 2021, we completed our initial public offering (“IPO”), in which we issued and sold 15 million
shares of common stock at a price to the public of $19.00 per share. We received net proceeds of $265 million, after deducting underwriting discounts and
commissions of $14 million and estimated offering expenses of $6 million. Additionally, certain existing stockholders sold an aggregate of 19.5 million
shares at the same price, including 4.5 million shares sold in connection with the underwriter’s option to purchase additional shares, resulting in net proceeds
to the selling stockholders of $352 million, after deducting underwriting discounts and commissions of $18 million. Citigroup Global Markets Inc., Barclays
Capital Inc., Deutsche Bank Securities Inc., Morgan Stanley & Co. LLC and Evercore Group L.L.C. acted as representatives of the underwriters. The
offering terminated after the sale of all securities registered pursuant to the Registration Statement. A portion of the proceeds will be used to pay fees and
expenses in connection with our IPO. No payments for such expenses will be made directly or indirectly to (i) any of our officers or directors or their
associates, (ii) any persons owning 10% or more of any class of our equity securities or (iii) any of our affiliates. A substantial portion of the expenses
incurred in connection with our IPO had not yet been paid at the end of the first quarter of 2021.
There has been no material change in the expected use of the net proceeds from our IPO as described in our Prospectus filed April 2, 2021, and, pending
use as described therein, we intend to invest the net proceeds in interest-bearing, investment-grade securities, certificates of deposit or government securities.
Issuer Purchases of Equity Securities
The Company does not have a share repurchase program and no shares were repurchased during the first quarter of 2021. Under the CARES Act, we are
restricted from conducting certain share repurchases through the later of September 30, 2022 and one year following the repayment of the Treasury Loan
facility.
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See “Management’s Discussion and Analysis of Financial Condition and Results of Operations—COVID-19 Relief Funding” included in Part I, Item 2
of this Quarterly Report on Form 10-Q for a summary of the dividend restrictions imposed by the CARES Act and related legislation and agreements
applicable to the Company.

ITEM 3. DEFAULTS UPON SENIOR SECURITIES
None

ITEM 4. MINE SAFETY DISCLOSURES
Not applicable

ITEM 5. OTHER INFORMATION
None
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SIGNATURE
Pursuant to the requirements of the Securities Exchange Act of 1934, the registrant has duly caused this report to be signed on its behalf by the
undersigned thereunto duly authorized.
FRONTIER GROUP HOLDINGS, INC.
Date: May 13, 2021

By:
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/s/ James Dempsey
James Dempsey
Executive Vice President and Chief Financial Officer (Duly
Authorized Officer and Principal Financial Officer)
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WARRANT AGREEMENT dated as of April 29, 2021 (this “Agreement”), between Frontier Group Holdings, Inc., a
corporation organized under the laws of Delaware (the “Company”) and the UNITED STATES DEPARTMENT OF THE
TREASURY (“Treasury”).
WHEREAS, the Company has requested that Treasury provide financial assistance to the Recipient (as defined in the PSP3
Agreement) that shall exclusively be used for the continuation of payment of employee wages, salaries, and benefits as is
permissible under Section 7301(b)(1) of Subtitle C of Title VII of the American Rescue Plan Act of 2021 (March 11, 2021), as the
same may be amended from time to time, and Treasury is willing to do so on the terms and conditions set forth in that certain
Payroll Support Program 3 Agreement dated as of April 29, 2021, between Frontier Airlines, Inc. and Treasury (the “PSP3
Agreement”); and
WHEREAS, as appropriate compensation to the Federal Government of the United States of America for the provision of
financial assistance under the PSP3 Agreement, the Company has agreed to issue a note to be repaid to Treasury on the terms and
conditions set forth in the promissory note dated as of April 29, 2021, issued by the Company, in the name of Treasury as the
holder (the “Promissory Note”) and agreed to issue in a private placement warrants to purchase the number of shares of its
Common Stock determined in accordance with Schedule 1 to this Agreement (the “Warrants”) to Treasury;
NOW, THEREFORE, in consideration of the premises, and of the representations, warranties, covenants and agreements
set forth herein, the parties agree as follows:
Article I
Closing
1.1

Issuance.

(a) On the terms and subject to the conditions set forth in this Agreement, the Company agrees to issue to Treasury, on
each Warrant Closing Date, Warrants for a number of shares of Common Stock determined by the formula set forth in Schedule 1.
1.2

Initial Closing; Warrant Closing Date.

(a) On the terms and subject to the conditions set forth in this Agreement, the closing of the initial issuance of the
Warrants (the “Initial Closing”) will take place on the Closing Date (as defined in the Promissory Note) or, if on the Closing Date
the principal amount of the Promissory Note is $0, the first date on which such principal amount is increased. After the Initial
Closing, the closing of any subsequent issuance will take place on the date of each increase, if any, of the principal amount of the
Promissory Note (each subsequent closing, together with the Initial Closing, a “Closing” and each such date a “Warrant Closing
Date”).
(b) On each Warrant Closing Date, the Company will issue to Treasury a duly executed Warrant or Warrants for a number
of shares of Common Stock determined by the formula set forth in Schedule 1, as evidenced by one or more certificates dated the
Warrant

Closing Date and bearing appropriate legends as hereinafter provided for and in substantially the form attached hereto as Annex B.
(c) On each Warrant Closing Date, the Company shall deliver to Treasury (i) a written opinion from counsel to the
Company (which may be internal counsel) addressed to Treasury and dated as of such Warrant Closing Date, in substantially the
form attached hereto as Annex A and (ii) a certificate executed by the chief executive officer, president, executive vice president,
chief financial officer, principal accounting officer, treasurer or controller confirming that the representations and warranties of the
Company in this Agreement are true and correct with the same force and effect as though expressly made at and as of such Warrant
Closing Date and the Company has complied with all agreements on its part to be performed or satisfied hereunder at or prior to
such Closing.
(d) On the initial Warrant Closing Date, the Company shall deliver to Treasury (i) such customary certificates of
resolutions or other action, incumbency certificates and/or other certificates of the chief executive officer, president, executive vice
president, chief financial officer, principal accounting officer, treasurer or controller as Treasury may require evidencing the
identity, authority and capacity of each such officer thereof authorized to act as such officer in connection with this Agreement and
(ii) customary resolutions or evidence of corporate authorization, secretary's certificates and such other documents and certificates
(including Organizational Documents and good standing certificates) as Treasury may reasonably request relating to the
organization, existence and good standing of the Company and any other legal matters relating to the Company, this Agreement,
the Warrants or the transactions contemplated hereby or thereby.
1.3

Interpretation.

(a) When a reference is made in this Agreement to “Recitals,” “Articles,” “Sections,” or “Annexes” such reference shall
be to a Recital, Article or Section of, or Annex to, this Warrant Agreement, unless otherwise indicated. The terms defined in the
singular have a comparable meaning when used in the plural, and vice versa. References to “herein”, “hereof”, “hereunder” and the
like refer to this Agreement as a whole and not to any particular section or provision, unless the context requires otherwise. The
table of contents and headings contained in this Agreement are for reference purposes only and are not part of this Agreement.
Whenever the words “include,” “includes” or “including” are used in this Agreement, they shall be deemed followed by the words
“without limitation.” No rule of construction against the draftsperson shall be applied in connection with the interpretation or
enforcement of this Agreement, as this Agreement is the product of negotiation between sophisticated parties advised by counsel.
All references to “$” or “dollars” mean the lawful currency of the United States of America. Except as expressly stated in this
Agreement, all references to any statute, rule or regulation are to the statute, rule or regulation as amended, modified,
supplemented or replaced from time to time (and, in the case of statutes, include any rules and regulations promulgated under the
statute) and to any section of any statute, rule or regulation include any successor to the section.
(b)

Capitalized terms not defined herein have the meanings ascribed thereto in Annex B.
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Article II
Representations and Warranties
2.1 Representations and Warranties of the Company. The Company represents and warrants to Treasury that as of the date
hereof and each Warrant Closing Date (or such other date specified herein):
(a) Existence, Qualification and Power. The Company is duly organized or formed, validly existing and, if applicable, in
good standing under the Laws of the jurisdiction of its incorporation or organization, and the Company and each Subsidiary (a) has
all requisite power and authority and all requisite governmental licenses, authorizations, consents and approvals to (i) own or lease
its assets and carry on its business and (ii) execute, deliver and perform its obligations under the this Agreement and the Warrants,
and (b) is duly qualified and is licensed and, as applicable, in good standing under the Laws of each jurisdiction where its
ownership, lease or operation of properties or the conduct of its business requires such qualification or license, except, in each case
referred to in clause (a)(i) or (b), to the extent that failure to do so could not reasonably be expected to have a Material Adverse
Effect.
(b) Capitalization. The authorized capital stock of the Company, and the outstanding capital stock of the Company
(including securities convertible into, or exercisable or exchangeable for, capital stock of the Company) as of the most recent fiscal
month-end preceding the date hereof (the “Capitalization Date”) is set forth in Schedule 2. The outstanding shares of capital stock
of the Company have been duly authorized and are validly issued and outstanding, fully paid and nonassessable, and subject to no
preemptive rights (and were not issued in violation of any preemptive rights). Except as provided in the Warrants, as of the date
hereof, the Company does not have outstanding any securities or other obligations providing the holder the right to acquire
Common Stock that is not reserved for issuance as specified on Schedule 2, and the Company has not made any other commitment
to authorize, issue or sell any Common Stock. Since the Capitalization Date, the Company has not issued any shares of Common
Stock, other than (i) shares issued upon the exercise of stock options or delivered under other equity-based awards or other
convertible securities or warrants which were issued and outstanding on the Capitalization Date and disclosed on Schedule 2 and
(ii) shares disclosed on Schedule 2 as it may be updated by written notice from the Company to Treasury in connection with each
Warrant Closing Date.
(c) Listing. The Common Stock has been registered pursuant to Section 12(b) of the Exchange Act and the shares of the
Common Stock outstanding on the date hereof are listed on a national securities exchange. The Company has taken no action
designed to, or likely to have the effect of, terminating the registration of the Common Stock under the Exchange Act or the listing
of the Common Stock on such national securities exchange, nor has the Company received any notification that the Securities and
Exchange Commission (the “SEC”) or such exchange is contemplating terminating such registration or listing. The Company is in
compliance with applicable continued listing requirements of such exchange in all material respects.
(d) Governmental Authorization; Other Consents. No approval, consent, exemption, authorization, or other action by, or
notice to, or filing with, any Governmental Authority or any
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other Person is necessary or required in connection with the execution, delivery or performance by, or enforcement against, the
Company of this Agreement, except for such approvals, consents, exemptions, authorizations, actions or notices that have been
duly obtained, taken or made and are in full force and effect.
(e) Execution and Delivery; Binding Effect. This Agreement has been duly authorized, executed and delivered by the
Company. This Agreement constitutes a legal, valid and binding obligation of the Company, enforceable against the Company in
accordance with its terms, except as such enforceability may be limited by bankruptcy, insolvency, reorganization, receivership,
moratorium or other Laws affecting creditors’ rights generally and by general principles of equity.
(f) The Warrants and Warrant Shares. Each Warrant has been duly authorized and, when executed and delivered as
contemplated hereby, will constitute a valid and legally binding obligation of the Company enforceable against the Company in
accordance with its terms, except as such enforceability may be limited by bankruptcy, insolvency, reorganization, receivership,
moratorium or other Laws affecting creditors’ rights generally and by general principles of equity. The Warrant Shares have been
duly authorized and reserved for issuance upon exercise of the Warrants and when so issued in accordance with the terms of the
Warrants will be validly issued, fully paid and non-assessable, subject, if applicable, to the approvals of its stockholders set forth
on Schedule 3.
(g)

Authorization, Enforceability.

(i) The Company has the corporate power and authority to execute and deliver this Agreement and the Warrants
and, subject, if applicable, to the approvals of its stockholders set forth on Schedule 3, to carry out its obligations hereunder
and thereunder (which includes the issuance of the Warrants and Warrant Shares). The execution, delivery and performance
by the Company of this Agreement and the Warrants and the consummation of the transactions contemplated hereby and
thereby have been duly authorized by all necessary corporate or other organizational action on the part of the Company and
its stockholders, and no further approval or authorization is required on the part of the Company, subject, in each case, if
applicable, to the approvals of its stockholders set forth on Schedule 3.
(ii) The execution, delivery and performance by the Company of this Agreement do not and will not (a)
contravene the terms of its Organizational Documents, (b) conflict with or result in any breach or contravention of, or the
creation of any Lien (as defined in the Promissory Note) under, or require any payment to be made under (i) any material
Contractual Obligation to which the Company is a party or affecting the Company or the properties of the Company or any
Subsidiary or (ii) any material order, injunction, writ or decree of any Governmental Authority or any arbitral award to
which the Company or any Subsidiary or its property is subject or (c) violate any Law, except to the extent that such
violation could not reasonably be expected to have a Material Adverse Effect.
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(iii) Other than any current report on Form 8-K required to be filed with the SEC (which shall be made on or
before the date on which it is required to be filed), such filings and approvals as are required to be made or obtained under
any state “blue sky” laws, the filing of any proxy statement contemplated by Section 3.1 and such filings and approvals as
have been made or obtained, no notice to, filing with, exemption or review by, or authorization, consent or approval of, any
Governmental Authority is required to be made or obtained by the Company in connection with the execution, delivery and
performance by the Company of this Agreement and the consummation by the Company of the issuance of the Warrants
except for any such notices, filings, exemptions, reviews, authorizations, consents and approvals the failure of which to
make or obtain would not, individually or in the aggregate, reasonably be expected to have a Material Adverse Effect.
(h) Anti-takeover Provisions and Rights Plan. The Board of Directors of the Company (the “Board of Directors”) has
taken all necessary action, and will in the future take any necessary action, to ensure that the transactions contemplated by this
Agreement and the Warrants and the consummation of the transactions contemplated hereby and thereby, including the exercise of
the Warrants in accordance with their terms, will be exempt from any anti-takeover or similar provisions of the Company’s
Organizational Documents, and any other provisions of any applicable “moratorium”, “control share”, “fair price”, “interested
stockholder” or other anti-takeover laws and regulations of any jurisdiction, whether existing on the date hereof or implemented
after the date hereof. The Company has taken all actions necessary, and will in the future take any necessary action, to render any
stockholders’ rights plan of the Company inapplicable to this Agreement and the Warrants and the consummation of the
transactions contemplated hereby and thereby, including the exercise of the Warrants by Treasury in accordance with its terms.
(i) Reports.
(i) Since December 31, 2017, the Company and each Subsidiary has timely filed all reports, registrations,
documents, filings, statements and submissions, together with any amendments thereto, that it was required to file with any
Governmental Authority (the foregoing, collectively, the “Company Reports”) and has paid all fees and assessments due
and payable in connection therewith, except, in each case, as would not, individually or in the aggregate, reasonably be
expected to have a Material Adverse Effect. As of their respective dates of filing, the Company Reports complied in all
material respects with all statutes and applicable rules and regulations of the applicable Governmental Authority. In the
case of each such Company Report filed with or furnished to the SEC, such Company Report (A) did not, as of its date or if
amended prior to the date hereof, as of the date of such amendment, contain an untrue statement of a material fact or omit
to state a material fact necessary in order to make the statements made therein, in light of the circumstances under which
they were made, not misleading, and (B) complied as to form in all material respects with the applicable requirements of
the Securities Act and the Exchange Act. With respect to all other Company Reports, the Company Reports were complete
and accurate in all material respects as of their
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respective dates. No executive officer of the Company or any Subsidiary has failed in any respect to make the certifications
required of him or her under Section 302 or 906 of the Sarbanes-Oxley Act of 2002.
(ii) The Company (A) has implemented and maintains disclosure controls and procedures (as defined in Rule
13a15(e) of the Exchange Act) to ensure that material information relating to the Company, including its Subsidiaries, is
made known to the chief executive officer and the chief financial officer of the Company by others within those entities,
and (B) has disclosed, based on its most recent evaluation prior to the date hereof, to the Company’s outside auditors and
the audit committee of the Board of Directors (x) any significant deficiencies and material weaknesses in the design or
operation of internal controls over financial reporting (as defined in Rule 13a-15(f) of the Exchange Act) that are
reasonably likely to adversely affect the Company’s ability to record, process, summarize and report financial information
and (y) any fraud, whether or not material, that involves management or other employees who have a significant role in the
Company’s internal controls over financial reporting.
(j) Offering of Securities. Neither the Company nor any person acting on its behalf has taken any action (including any
offering of any securities of the Company under circumstances which would require the integration of such offering with the
offering of any of the Warrants under the Securities Act, and the rules and regulations of the Securities and Exchange Commission
(the “SEC”) promulgated thereunder), which might subject the offering, issuance or sale of any of the Warrants to Treasury
pursuant to this Agreement to the registration requirements of the Securities Act.
(k)

Brokers and Finders

. No broker, finder or investment banker is entitled to any financial advisory, brokerage, finder’s or other fee or commission in
connection with this Agreement or the Warrants or the transactions contemplated hereby or thereby based upon arrangements made
by or on behalf of the Company or any Subsidiary for which Treasury could have any liability.
Article III
Covenants
3.1

Commercially Reasonable Efforts.

(a) Subject to the terms and conditions of this Agreement, each of the parties will use its commercially reasonable efforts
in good faith to take, or cause to be taken, all actions, and to do, or cause to be done, all things necessary, proper or desirable, or
advisable under applicable laws, to enable consummation of the transactions contemplated hereby and shall use commercially
reasonable efforts to cooperate with the other party to that end.
(b) If the Company is required to obtain any stockholder approvals set forth on Schedule 3, then the Company shall
comply with this Section 3.1(b) and Section 3.1(c). The Company shall call a special meeting of its stockholders, as promptly as
practicable following
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the Initial Closing, to vote on proposals (collectively, the “Stockholder Proposals”) to (i) approve the exercise of the Warrants for
Common Stock for purposes of the rules of the national securities exchange on which the Common Stock is listed and/or (ii)
amend the Company’s Organizational Documents to increase the number of authorized shares of Common Stock to at least such
number as shall be sufficient to permit the full exercise of the Warrants for Common Stock and comply with the other provisions of
this Section 3.1(b) and Section 3.1(c). The Board of Directors shall recommend to the Company’s stockholders that such
stockholders vote in favor of the Stockholder Proposals. In connection with such meeting, the Company shall prepare (and
Treasury will reasonably cooperate with the Company to prepare) and file with the SEC as promptly as practicable (but in no event
more than ten Business Days after the Initial Closing) a preliminary proxy statement, shall use its reasonable best efforts to
respond to any comments of the SEC or its staff thereon and to cause a definitive proxy statement related to such stockholders’
meeting to be mailed to the Company’s stockholders not more than five Business Days after clearance thereof by the SEC, and
shall use its reasonable best efforts to solicit proxies for such stockholder approval of the Stockholder Proposals. The Company
shall notify Treasury promptly of the receipt of any comments from the SEC or its staff with respect to the proxy statement and of
any request by the SEC or its staff for amendments or supplements to such proxy statement or for additional information and will
supply Treasury with copies of all correspondence between the Company or any of its representatives, on the one hand, and the
SEC or its staff, on the other hand, with respect to such proxy statement. If at any time prior to such stockholders’ meeting there
shall occur any event that is required to be set forth in an amendment or supplement to the proxy statement, the Company shall as
promptly as practicable prepare and mail to its stockholders such an amendment or supplement. Each of Treasury and the
Company agrees promptly to correct any information provided by it or on its behalf for use in the proxy statement if and to the
extent that such information shall have become false or misleading in any material respect, and the Company shall as promptly as
practicable prepare and mail to its stockholders an amendment or supplement to correct such information to the extent required by
applicable laws and regulations. The Company shall consult with Treasury prior to filing any proxy statement, or any amendment
or supplement thereto, and provide Treasury with a reasonable opportunity to comment thereon. In the event that the approval of
any of the Stockholder Proposals is not obtained at such special stockholders meeting, the Company shall include a proposal to
approve (and the Board of Directors shall recommend approval of) each such proposal at a meeting of its stockholders no less than
once in each subsequent sixmonth period beginning on June 30, 2021 until all such approvals are obtained or made.
(c) None of the information supplied by the Company or any of the Company Subsidiaries for inclusion in any proxy
statement in connection with any such stockholders meeting of the Company will, at the date it is filed with the SEC, when first
mailed to the Company’s stockholders and at the time of any stockholders meeting, and at the time of any amendment or
supplement thereof, contain any untrue statement of a material fact or omit to state any material fact necessary in order to make the
statements therein, in light of the circumstances under which they are made, not misleading.
3.2 Expenses. The Company shall pay (i) all reasonable outofpocket expenses incurred by Treasury (including the
reasonable fees, charges and disbursements of any counsel
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for Treasury) in connection with the preparation, negotiation, execution, delivery and administration of this Agreement and the
Warrants, any other agreements or documents executed in connection herewith or therewith, or any amendments, modifications or
waivers of the provisions hereof or thereof (whether or not the transactions contemplated hereby or thereby shall be
consummated), and (ii) all outofpocket expenses incurred by Treasury (including the fees, charges and disbursements of any
counsel for Treasury), in connection with the enforcement or protection of its rights in connection with this Agreement and the
Warrants, any other agreements or documents executed in connected herewith or therewith, or any amendments, modifications or
waivers of the provisions hereof or thereof (whether or not the transactions contemplated hereby or thereby shall be
consummated), including all such out-of-pocket expenses incurred during any workout, restructuring, negotiations or enforcement
in respect of such Warrant Agreement, Warrant and other agreements or documents executed in connection herewith or therewith.
3.3

Sufficiency of Authorized Common Stock; Exchange Listing.

During the period from each Warrant Closing Date (or, if the approval of the Stockholder Proposals is required, the date of
such approval) until the date on which no Warrants remain outstanding, the Company shall at all times have reserved for issuance,
free of preemptive or similar rights, a sufficient number of authorized and unissued Warrant Shares to effectuate such exercise.
Nothing in this Section 3.3 shall preclude the Company from satisfying its obligations in respect of the exercise of the Warrants by
delivery of shares of Common Stock which are held in the treasury of the Company. As soon as reasonably practicable following
each Warrant Closing Date, the Company shall, at its expense, cause the Warrant Shares to be listed on the same national securities
exchange on which the Common Stock is listed, subject to official notice of issuance, and shall maintain such listing for so long as
any Common Stock is listed on such exchange. The Company will use commercially reasonable efforts to maintain the listing of
Common Stock on such national securities exchange so long as any Warrants or Warrant Shares remain outstanding. Neither the
Company nor any of its Subsidiaries shall take any action which would be reasonably expected to result in the delisting or
suspension of the Common Stock on such exchange. The foregoing shall not preclude the Company from undertaking any
transaction set forth in Section 4.3 subject to compliance with that provision.
Article IV
Additional Agreements
4.1 Investment Purposes. Treasury acknowledges that the Warrants and the Warrant Shares have not been registered
under the Securities Act or under any state securities laws. Treasury (a) is acquiring the Warrants pursuant to an exemption from
registration under the Securities Act solely for investment without a view to sell and with no present intention to distribute them to
any person in violation of the Securities Act or any applicable U.S. state securities laws; (b) will not sell or otherwise dispose of
any of the Warrants or the Warrant Shares, except in compliance with the registration requirements or exemption provisions of the
Securities Act and any applicable U.S. state securities laws; and (c) has such knowledge and experience in financial and business
matters and in investments of this type that it is capable of
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evaluating the merits and risks of the Warrants and the Warrant Shares and of making an informed investment decision.
4.2

Legends.

(a) Treasury agrees that all certificates or other instruments representing the Warrants and the Warrant Shares will bear a
legend substantially to the following effect:
“THE SECURITIES REPRESENTED BY THIS INSTRUMENT HAVE NOT BEEN REGISTERED UNDER THE
SECURITIES ACT OF 1933, AS AMENDED, OR THE SECURITIES LAWS OF ANY STATE AND MAY NOT BE
TRANSFERRED, SOLD OR OTHERWISE DISPOSED OF EXCEPT WHILE A REGISTRATION STATEMENT
RELATING THERETO IS IN EFFECT UNDER SUCH ACT AND APPLICABLE STATE SECURITIES LAWS OR
PURSUANT TO AN EXEMPTION FROM REGISTRATION UNDER SUCH ACT AND SUCH LAWS.”
(b) In the event that any Warrants or Warrant Shares (i) become registered under the Securities Act or (ii) are eligible to
be transferred without restriction in accordance with Rule 144 or another exemption from registration under the Securities Act
(other than Rule 144A), the Company shall issue new certificates or other instruments representing such Warrants or Warrant
Shares, which shall not contain the legend in Section 4.2(a) above; provided that Treasury surrenders to the Company the
previously issued certificates or other instruments.
4.3

Certain Transactions

. The Company will not merge or consolidate with, or sell, transfer or lease all or substantially all of its property or assets to, any
other party unless the successor, transferee or lessee party (or its ultimate parent entity), as the case may be (if not the Company),
expressly assumes the due and punctual performance and observance of each and every covenant, agreement and condition of this
Agreement and the Warrants to be performed and observed by the Company.
4.4 Transfer of Warrants and Warrant Shares. Subject to compliance with applicable securities laws, Treasury shall
be permitted to transfer, sell, assign or otherwise dispose of (“Transfer”) all or a portion of the Warrants or Warrant Shares
at any time, and the Company shall take all steps as may be reasonably requested by Treasury to facilitate the Transfer of
the Warrants and the Warrant Shares.
4.5

Registration Rights.

(a) Registration.
(i) Subject to the terms and conditions of this Agreement, the Company covenants and agrees that on or before the
earlier of (A) 30 days after the date on which all Warrants that may be issued pursuant to this Agreement have been issued
and (B) June 30, 2021 (the end of such period, the “Registration Commencement Date”), the Company shall prepare and
file with the SEC a Shelf Registration Statement covering the maximum number of Registrable Securities (or otherwise
designate an existing Shelf
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Registration Statement filed with the SEC to cover the Registrable Securities) that may be issued pursuant to this
Agreement and any Warrants outstanding at that time, and, to the extent the Shelf Registration Statement has not
theretofore been declared effective or is not automatically effective upon such filing, the Company shall use reasonable best
efforts to cause such Shelf Registration Statement to be declared or become effective and to keep such Shelf Registration
Statement continuously effective and in compliance with the Securities Act and usable for resale of such Registrable
Securities for a period from the date of its initial effectiveness until such time as there are no Registrable Securities
remaining (including by refiling such Shelf Registration Statement (or a new Shelf Registration Statement) if the initial
Shelf Registration Statement expires). So long as the Company is a well-known seasoned issuer (as defined in Rule 405
under the Securities Act) at the time of filing of the Shelf Registration Statement with the SEC, such Shelf Registration
Statement shall be designated by the Company as an automatic Shelf Registration Statement. Notwithstanding the
foregoing, if on the date hereof the Company is not eligible to file a registration statement on Form S-3, then the Company
shall not be obligated to file a Shelf Registration Statement unless and until it is so eligible and is requested to do so in
writing by Treasury.
(ii) Any registration pursuant to Section 4.5(a)(i) shall be effected by means of a shelf registration on an
appropriate form under Rule 415 under the Securities Act (a “Shelf Registration Statement”). If Treasury or any other
Holder intends to distribute any Registrable Securities by means of an underwritten offering it shall promptly so advise the
Company and the Company shall take all reasonable steps to facilitate such distribution, including the actions required
pursuant to Section 4.5(c); provided that the Company shall not be required to facilitate an underwritten offering of
Registrable Securities unless the total number of Warrant Shares and Warrants expected to be sold in such offering exceeds,
or are exercisable for, at least 20% of the total number of Warrant Shares for which Warrants issued under this Agreement
could be exercised (giving effect to the anti-dilution adjustments in Warrants); and provided, further that the Company shall
not be required to facilitate more than two completed underwritten offerings within any 12-month period. The lead
underwriters in any such distribution shall be selected by the Holders of a majority of the Registrable Securities to be
distributed.
(iii) The Company shall not be required to effect a registration (including a resale of Registrable Securities from
an effective Shelf Registration Statement) or an underwritten offering pursuant to Section 4.5(a): (A) prior to the
Registration Commencement Date; (B) with respect to securities that are not Registrable Securities; or (C) if the Company
has notified Treasury and all other Holders that in the good faith judgment of the Board of Directors, it would be materially
detrimental to the Company or its securityholders for such registration or underwritten offering to be effected at such time,
in which event the Company shall have the right to defer such registration or offering for a period of not more than 45 days
after receipt of the request of Treasury or any other Holder; provided that such right to delay a registration or underwritten
offering shall be exercised by the Company (1) only if the Company has generally exercised (or is concurrently exercising)
similar black-out rights against holders of similar securities that
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have registration rights and (2) not more than three times in any 12-month period and not more than 90 days in the
aggregate in any 12-month period. The Company shall notify the Holders of the date of any anticipated termination of any
such deferral period prior to such date.
(iv) If during any period when an effective Shelf Registration Statement is not available, the Company proposes to
register any of its equity securities, other than a registration pursuant to Section 4.5(a)(i) or a Special Registration, and the
registration form to be filed may be used for the registration or qualification for distribution of Registrable Securities, the
Company will give prompt written notice to Treasury and all other Holders of its intention to effect such a registration (but
in no event less than ten days prior to the anticipated filing date) and will include in such registration all Registrable
Securities with respect to which the Company has received written requests for inclusion therein within ten Business Days
after the date of the Company’s notice (a “Piggyback Registration”). Any such person that has made such a written request
may withdraw its Registrable Securities from such Piggyback Registration by giving written notice to the Company and the
managing underwriter, if any, on or before the fifth Business Day prior to the planned effective date of such Piggyback
Registration. The Company may terminate or withdraw any registration under this Section 4.5(a)(iv) prior to the
effectiveness of such registration, whether or not Treasury or any other Holders have elected to include Registrable
Securities in such registration.
(v) If the registration referred to in Section 4.5(a)(iv) is proposed to be underwritten, the Company will so advise
Treasury and all other Holders as a part of the written notice given pursuant to Section 4.5(a)(iv). In such event, the right of
Treasury and all other Holders to registration pursuant to Section 4.5(a) will be conditioned upon such persons’
participation in such underwriting and the inclusion of such person’s Registrable Securities in the underwriting if such
securities are of the same class of securities as the securities to be offered in the underwritten offering, and each such
person will (together with the Company and the other persons distributing their securities through such underwriting) enter
into an underwriting agreement in customary form with the underwriter or underwriters selected for such underwriting by
the Company; provided that Treasury (as opposed to other Holders) shall not be required to indemnify any person in
connection with any registration. If any participating person disapproves of the terms of the underwriting, such person may
elect to withdraw therefrom by written notice to the Company, the managing underwriters and Treasury (if Treasury is
participating in the underwriting).
(vi) If either (x) the Company grants “piggyback” registration rights to one or more third parties to include their
securities in an underwritten offering under the Shelf Registration Statement pursuant to Section 4.5(a)(ii) or (y) a
Piggyback Registration under Section 4.5(a)(iv) relates to an underwritten offering on behalf of the Company, and in either
case the managing underwriters advise the Company that in their reasonable opinion the number of securities requested to
be included in such offering exceeds the number which can be sold without adversely affecting the marketability of such
offering
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(including an adverse effect on the per share offering price), the Company will include in such offering only such number
of securities that in the reasonable opinion of such managing underwriters can be sold without adversely affecting the
marketability of the offering (including an adverse effect on the per share offering price), which securities will be so
included in the following order of priority: (A) first, in the case of a Piggyback Registration under Section 4.5(a)(iv), the
securities the Company proposes to sell, (B) then the Registrable Securities of Treasury and all other Holders who have
requested inclusion of Registrable Securities pursuant to Section 4.5(a)(ii) or Section 4.5(a)(iv), as applicable, pro rata on
the basis of the aggregate number of such securities or shares owned by each such person and (C) lastly, any other
securities of the Company that have been requested to be so included, subject to the terms of this Agreement; provided,
however, that if the Company has, prior to the date hereof, entered into an agreement with respect to its securities that is
inconsistent with the order of priority contemplated hereby then it shall apply the order of priority in such conflicting
agreement to the extent that this Agreement would otherwise result in a breach under such agreement.
(b) Expenses of Registration. All Registration Expenses incurred in connection with any registration, qualification or
compliance hereunder shall be borne by the Company. All Selling Expenses incurred in connection with any registrations
hereunder shall be borne by the holders of the securities so registered pro rata on the basis of the aggregate offering or sale price of
the securities so registered.
(c) Obligations of the Company. The Company shall use its reasonable best efforts, for so long as there are Registrable
Securities outstanding, to take such actions as are under its control to not become an ineligible issuer (as defined in Rule 405 under
the Securities Act) and to remain a well-known seasoned issuer (as defined in Rule 405 under the Securities Act) if it has such
status on the date hereof or becomes eligible for such status in the future. In addition, whenever required to effect the registration
of any Registrable Securities or facilitate the distribution of Registrable Securities pursuant to an effective Shelf Registration
Statement, the Company shall, as expeditiously as reasonably practicable:
(i) Prepare and file with the SEC a prospectus supplement with respect to a proposed offering of Registrable
Securities pursuant to an effective registration statement, subject to Section 4.5(d), keep such registration statement
effective and keep such prospectus supplement current until the securities described therein are no longer Registrable
Securities. The plan of distribution included in such registration statement, or, as applicable, prospectus supplement thereto,
shall include, among other things, an underwritten offering, ordinary brokerage transactions and transactions in which the
broker-dealer solicits purchasers, block trades, privately negotiated transactions, the writing or settlement of options or
other derivative transactions and any other method permitted pursuant to applicable law, and any combination of any such
methods of sale.
(ii) Prepare and file with the SEC such amendments and supplements to the applicable registration statement and
the prospectus or prospectus supplement used in connection with such registration statement as may be necessary to
comply with the
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provisions of the Securities Act with respect to the disposition of all securities covered by such registration statement.
(iii) Furnish to the Holders and any underwriters such number of copies of the applicable registration statement
and each such amendment and supplement thereto (including in each case all exhibits) and of a prospectus, including a
preliminary prospectus, in conformity with the requirements of the Securities Act, and such other documents as they may
reasonably request in order to facilitate the disposition of Registrable Securities owned or to be distributed by them.
(iv) Use its reasonable best efforts to register and qualify the securities covered by such registration statement
under such other securities or Blue Sky laws of such jurisdictions as shall be reasonably requested by the Holders or any
managing underwriter(s), to keep such registration or qualification in effect for so long as such registration statement
remains in effect, and to take any other action which may be reasonably necessary to enable such seller to consummate the
disposition in such jurisdictions of the securities owned by such Holder; provided that the Company shall not be required in
connection therewith or as a condition thereto to qualify to do business or to file a general consent to service of process in
any such states or jurisdictions.
(v) Notify each Holder of Registrable Securities at any time when a prospectus relating thereto is required to be
delivered under the Securities Act of the happening of any event as a result of which the applicable prospectus, as then in
effect, includes an untrue statement of a material fact or omits to state a material fact required to be stated therein or
necessary to make the statements therein not misleading in light of the circumstances then existing.
(vi)

Give written notice to the Holders:

(A) when any registration statement filed pursuant to Section 4.5(a) or any amendment thereto has been
filed with the SEC (except for any amendment effected by the filing of a document with the SEC pursuant to the
Exchange Act) and when such registration statement or any post-effective amendment thereto has become effective;
(B) of any request by the SEC for amendments or supplements to any registration statement or the
prospectus included therein or for additional information;
(C) of the issuance by the SEC of any stop order suspending the effectiveness of any registration statement
or the initiation of any proceedings for that purpose;
(D) of the receipt by the Company or its legal counsel of any notification with respect to the suspension of
the qualification of the Common
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Stock for sale in any jurisdiction or the initiation or threatening of any proceeding for such purpose;
(E) of the happening of any event that requires the Company to make changes in any effective registration
statement or the prospectus related to the registration statement in order to make the statements therein not
misleading (which notice shall be accompanied by an instruction to suspend the use of the prospectus until the
requisite changes have been made); and
(F) if at any time the representations and warranties of the Company contained in any underwriting
agreement contemplated by Section 4.5(c)(x) cease to be true and correct.
(vii) Use its reasonable best efforts to prevent the issuance or obtain the withdrawal of any order suspending the
effectiveness of any registration statement referred to in Section 4.5(c)(vi)(C) at the earliest practicable time.
(viii) Upon the occurrence of any event contemplated by Section 4.5(c)(v), 4.5(c)(vi)(E) or 4.5(d), promptly
prepare a post-effective amendment to such registration statement or a supplement to the related prospectus or file any
other required document so that, as thereafter delivered to the Holders and any underwriters, the prospectus will not contain
an untrue statement of a material fact or omit to state any material fact necessary to make the statements therein, in light of
the circumstances under which they were made, not misleading. If the Company notifies the Holders in accordance with
Section 4.5(c)(vi)(E) to suspend the use of the prospectus until the requisite changes to the prospectus have been made,
then the Holders and any underwriters shall suspend use of such prospectus and use their reasonable best efforts to return to
the Company all copies of such prospectus (at the Company’s expense) other than permanent file copies then in such
Holders’ or underwriters’ possession. The total number of days that any such suspension may be in effect in any 12-month
period shall not exceed 90 days. The Company shall notify the Holders of the date of any anticipated termination of any
such suspension period prior to such date.
(ix) Use reasonable best efforts to procure the cooperation of the Company’s transfer agent in settling any offering
or sale of Registrable Securities, including with respect to the transfer of physical stock certificates into book-entry form in
accordance with any procedures reasonably requested by the Holders or any managing underwriter(s).
(x) If an underwritten offering is requested pursuant to Section 4.5(a)(ii), enter into an underwriting agreement in
customary form, scope and substance and take all such other actions reasonably requested by the Holders of a majority of
the Registrable Securities being sold in connection therewith or by the managing underwriter(s), if any, to expedite or
facilitate the underwritten disposition of such Registrable Securities, and in connection therewith in any underwritten
offering (including making members of management and executives of the Company available to participate in “road
shows”,
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similar sales events and other marketing activities), (A) make such representations and warranties to the Holders that are
selling stockholders and the managing underwriter(s), if any, with respect to the business of the Company and its
subsidiaries, and the Shelf Registration Statement, prospectus and documents, if any, incorporated or deemed to be
incorporated by reference therein, in each case, in customary form, substance and scope, and, if true, confirm the same if
and when requested, (B) use its reasonable best efforts to furnish the underwriters with opinions and “10b-5” letters of
counsel to the Company, addressed to the managing underwriter(s), if any, covering the matters customarily covered in
such opinions and letters requested in underwritten offerings, (C) use its reasonable best efforts to obtain “cold comfort”
letters from the independent certified public accountants of the Company (and, if necessary, any other independent certified
public accountants of any business acquired by the Company for which financial statements and financial data are included
in the Shelf Registration Statement) who have certified the financial statements included in such Shelf Registration
Statement, addressed to each of the managing underwriter(s), if any, such letters to be in customary form and covering
matters of the type customarily covered in “cold comfort” letters, (D) if an underwriting agreement is entered into, the
same shall contain indemnification provisions and procedures customary in underwritten offerings (provided that Treasury
shall not be obligated to provide any indemnity), and (E) deliver such documents and certificates as may be reasonably
requested by the Holders of a majority of the Registrable Securities being sold in connection therewith, their counsel and
the managing underwriter(s), if any, to evidence the continued validity of the representations and warranties made pursuant
to clause (A) above and to evidence compliance with any customary conditions contained in the underwriting agreement or
other agreement entered into by the Company.
(xi) Make available for inspection by a representative of Holders that are selling stockholders, the managing
underwriter(s), if any, and any attorneys or accountants retained by such Holders or managing underwriter(s), at the offices
where normally kept, during reasonable business hours, financial and other records, pertinent corporate documents and
properties of the Company, and cause the officers, directors and employees of the Company to supply all information in
each case reasonably requested (and of the type customarily provided in connection with due diligence conducted in
connection with a registered public offering of securities) by any such representative, managing underwriter(s), attorney or
accountant in connection with such Shelf Registration Statement.
(xii) Use reasonable best efforts to cause all such Registrable Securities to be listed on each national securities
exchange on which similar securities issued by the Company are then listed or, if no similar securities issued by the
Company are then listed on any national securities exchange, use its reasonable best efforts to cause all such Registrable
Securities to be listed on such securities exchange as Treasury may designate.
(xiii) If requested by Holders of a majority of the Registrable Securities being registered and/or sold in connection
therewith, or the managing underwriter(s), if any, promptly include in a prospectus supplement or amendment such
information as the
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Holders of a majority of the Registrable Securities being registered and/or sold in connection therewith or managing
underwriter(s), if any, may reasonably request in order to permit the intended method of distribution of such securities and
make all required filings of such prospectus supplement or such amendment as soon as practicable after the Company has
received such request.
(xiv) Timely provide to its security holders earning statements satisfying the provisions of Section 11(a) of the
Securities Act and Rule 158 thereunder.
(d) Suspension of Sales. Upon receipt of written notice from the Company that a registration statement, prospectus or
prospectus supplement contains or may contain an untrue statement of a material fact or omits or may omit to state a material fact
required to be stated therein or necessary to make the statements therein not misleading or that circumstances exist that make
inadvisable use of such registration statement, prospectus or prospectus supplement, Treasury and each Holder of Registrable
Securities shall forthwith discontinue disposition of Registrable Securities until Treasury and/or Holder has received copies of a
supplemented or amended prospectus or prospectus supplement, or until Treasury and/or such Holder is advised in writing by the
Company that the use of the prospectus and, if applicable, prospectus supplement may be resumed, and, if so directed by the
Company, Treasury and/or such Holder shall deliver to the Company (at the Company’s expense) all copies, other than permanent
file copies then in Treasury and/or such Holder’s possession, of the prospectus and, if applicable, prospectus supplement covering
such Registrable Securities current at the time of receipt of such notice. The total number of days that any such suspension may be
in effect in any 12-month period shall not exceed 90 days. The Company shall notify Treasury prior to the anticipated termination
of any such suspension period of the date of such anticipated termination
(e) Termination of Registration Rights. A Holder’s registration rights as to any securities held by such Holder shall not be
available unless such securities are Registrable Securities.
(f)

Furnishing Information.

(i) Neither Treasury nor any Holder shall use any free writing prospectus (as defined in Rule 405) in connection
with the sale of Registrable Securities without the prior written consent of the Company.
(ii) It shall be a condition precedent to the obligations of the Company to take any action pursuant to Section
4.5(c) that Treasury and/or the selling Holders and the underwriters, if any, shall furnish to the Company such information
regarding themselves, the Registrable Securities held by them and the intended method of disposition of such securities as
shall be required to effect the registered offering of their Registrable Securities.
(g)

Indemnification.
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(i) The Company agrees to indemnify each Holder and, if a Holder is a person other than an individual, such
Holder’s officers, directors, employees, agents, representatives and Affiliates, and each Person, if any, that controls a
Holder within the meaning of the Securities Act (each, an “Indemnitee”), against any and all losses, claims, damages,
actions, liabilities, costs and expenses (including reasonable fees, expenses and disbursements of attorneys and other
professionals incurred in connection with investigating, defending, settling, compromising or paying any such losses,
claims, damages, actions, liabilities, costs and expenses), joint or several, arising out of or based upon any untrue statement
or alleged untrue statement of material fact contained in any registration statement, including any preliminary prospectus or
final prospectus contained therein or any amendments or supplements thereto or any documents incorporated therein by
reference or contained in any free writing prospectus (as such term is defined in Rule 405) prepared by the Company or
authorized by it in writing for use by such Holder (or any amendment or supplement thereto); or any omission to state
therein a material fact required to be stated therein or necessary to make the statements therein, in light of the
circumstances under which they were made, not misleading; provided, that the Company shall not be liable to such
Indemnitee in any such case to the extent that any such loss, claim, damage, liability (or action or proceeding in respect
thereof) or expense arises out of or is based upon (A) an untrue statement or omission made in such registration statement,
including any such preliminary prospectus or final prospectus contained therein or any such amendments or supplements
thereto or contained in any free writing prospectus (as such term is defined in Rule 405) prepared by the Company or
authorized by it in writing for use by such Holder (or any amendment or supplement thereto), in reliance upon and in
conformity with information regarding such Indemnitee or its plan of distribution or ownership interests which was
furnished in writing to the Company by such Indemnitee for use in connection with such registration statement, including
any such preliminary prospectus or final prospectus contained therein or any such amendments or supplements thereto, or
(B) offers or sales effected by or on behalf of such Indemnitee “by means of” (as defined in Rule 159A) a “free writing
prospectus” (as defined in Rule 405) that was not authorized in writing by the Company.
(ii) If the indemnification provided for in Section 4.5(g)(i) is unavailable to an Indemnitee with respect to any
losses, claims, damages, actions, liabilities, costs or expenses referred to therein or is insufficient to hold the Indemnitee
harmless as contemplated therein, then the Company, in lieu of indemnifying such Indemnitee, shall contribute to the
amount paid or payable by such Indemnitee as a result of such losses, claims, damages, actions, liabilities, costs or
expenses in such proportion as is appropriate to reflect the relative fault of the Indemnitee, on the one hand, and the
Company, on the other hand, in connection with the statements or omissions which resulted in such losses, claims,
damages, actions, liabilities, costs or expenses as well as any other relevant equitable considerations. The relative fault of
the Company, on the one hand, and of the Indemnitee, on the other hand, shall be determined by reference to, among other
factors, whether the untrue statement of a material fact or omission to state a material fact relates to information supplied
by the Company or by the Indemnitee and the parties’ relative intent, knowledge, access to information and opportunity to
correct or prevent such
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statement or omission; the Company and each Holder agree that it would not be just and equitable if contribution pursuant
to this Section 4.5(g)(ii) were determined by pro rata allocation or by any other method of allocation that does not take
account of the equitable considerations referred to in Section 4.5(g)(i). No Indemnitee guilty of fraudulent
misrepresentation (within the meaning of Section 11(f) of the Securities Act) shall be entitled to contribution from the
Company if the Company was not guilty of such fraudulent misrepresentation.
(h) Assignment of Registration Rights. The rights of Treasury to registration of Registrable Securities pursuant to Section
4.5(a) may be assigned by Treasury to a transferee or assignee of Registrable Securities in connection with a transfer of a total
number of Warrant Shares and/or Warrants exercisable for at least 20% of the total number of Warrant Shares for which Warrants
issued and to be issued under this Agreement could be exercised (giving effect to the anti-dilution adjustments in Warrants);
provided, however, the transferor shall, within ten days after such transfer, furnish to the Company written notice of the name and
address of such transferee or assignee and the number and type of Registrable Securities that are being assigned.
(i) Clear Market. With respect to any underwritten offering of Registrable Securities by Treasury or other Holders
pursuant to this Section 4.5, the Company agrees not to effect (other than pursuant to such registration or pursuant to a Special
Registration) any public sale or distribution, or to file any Shelf Registration Statement (other than such registration or a Special
Registration) covering, in the case of an underwritten offering of Common Stock or Warrants, any of its equity securities, or, in
each case, any securities convertible into or exchangeable or exercisable for such securities, during the period not to exceed 30
days following the effective date of such offering. The Company also agrees to cause such of its directors and senior executive
officers to execute and deliver customary lock-up agreements in such form and for such time period up to 30 days as may be
requested by the managing underwriter. “Special Registration” means the registration of (A) equity securities and/or options or
other rights in respect thereof solely registered on Form S-4 or Form S-8 (or successor form) or (B) shares of equity securities
and/or options or other rights in respect thereof to be offered to directors, members of management, employees, consultants,
customers, lenders or vendors of the Company or Company Subsidiaries or in connection with dividend reinvestment plans.
(j) Rule 144; Rule 144A. With a view to making available to Treasury and Holders the benefits of certain rules and
regulations of the SEC which may permit the sale of the Registrable Securities to the public without registration, the Company
agrees to use its reasonable best efforts to:
(i) make and keep adequate public information available, as those terms are understood and defined in Rule
144(c)(1) or any similar or analogous rule promulgated under the Securities Act, at all times after the date hereof;
(ii) (A) file with the SEC, in a timely manner, all reports and other documents required of the Company under the
Exchange Act, and (B) if at any time the Company is not required to file such reports, make available, upon the request of
any Holder, such
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information necessary to permit sales pursuant to Rule 144A (including the information required by Rule 144A(d)(4) under
the Securities Act);
(iii) so long as Treasury or a Holder owns any Registrable Securities, furnish to Treasury or such Holder forthwith
upon request: a written statement by the Company as to its compliance with the reporting requirements of Rule 144 under
the Securities Act, and of the Exchange Act; a copy of the most recent annual or quarterly report of the Company; and such
other reports and documents as Treasury or Holder may reasonably request in availing itself of any rule or regulation of the
SEC allowing it to sell any such securities to the public without registration; provided, however, that the availability of the
foregoing reports on the EDGAR filing system of the SEC will be deemed to satisfy the foregoing delivery requirements;
and
(iv) take such further action as any Holder may reasonably request, all to the extent required from time to time to
enable such Holder to sell Registrable Securities without registration under the Securities Act.
(k) As used in this Section 4.5, the following terms shall have the following respective meanings:
(i) “Holder” means Treasury and any other holder of Registrable Securities to whom the registration rights
conferred by this Agreement have been transferred in compliance with Section 4.5(h) hereof.
(ii) “Register,” “registered,” and “registration” shall refer to a registration effected by preparing and (A) filing a
registration statement in compliance with the Securities Act and applicable rules and regulations thereunder, and the
declaration or ordering of effectiveness of such registration statement or (B) filing a prospectus and/or prospectus
supplement in respect of an appropriate effective registration statement on Form S-3.
(iii) “Registrable Securities” means (A) the Warrants (subject to Section 4.5(p)) and (B) any equity securities
issued or issuable directly or indirectly with respect to the securities referred to in the foregoing clause (A) by way of
conversion, exercise or exchange thereof, including the Warrant Shares, or share dividend or share split or in connection
with a combination of shares, recapitalization, reclassification, merger, amalgamation, arrangement, consolidation or other
reorganization, provided that, once issued, such securities will not be Registrable Securities when (1) they are sold pursuant
to an effective registration statement under the Securities Act, (2) except as provided below in Section 4.5(o), they may be
sold pursuant to Rule 144 without limitation thereunder on volume or manner of sale, (3) they shall have ceased to be
outstanding or (4) they have been sold in a private transaction in which the transferor’s rights under this Agreement are not
assigned to the transferee of the securities. No Registrable Securities may be registered under more than one registration
statement at any one time.
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(iv) “Registration Expenses” mean all expenses incurred by the Company in effecting any registration pursuant to
this Agreement (whether or not any registration or prospectus becomes effective or final) or otherwise complying with its
obligations under this Section 4.5, including all registration, filing and listing fees, printing expenses, fees and
disbursements of counsel for the Company, blue sky fees and expenses, expenses incurred in connection with any “road
show”, the reasonable fees and disbursements of Treasury’s counsel (if Treasury is participating in the registered offering),
and expenses of the Company’s independent accountants in connection with any regular or special reviews or audits
incident to or required by any such registration, but shall not include Selling Expenses.
(v) “Rule 144”, “Rule 144A”, “Rule 159A”, “Rule 405” and “Rule 415” mean, in each case, such rule
promulgated under the Securities Act (or any successor provision), as the same shall be amended from time to time.
(vi) “Selling Expenses” mean all discounts, selling commissions and stock transfer taxes applicable to the sale of
Registrable Securities and fees and disbursements of counsel for any Holder (other than the fees and disbursements of
Treasury’s counsel included in Registration Expenses).
(l) At any time, any holder of Securities (including any Holder) may elect to forfeit its rights set forth in this Section 4.5
from that date forward; provided, that a Holder forfeiting such rights shall nonetheless be entitled to participate under Section
4.5(a)(iv) – (vi) in any Pending Underwritten Offering to the same extent that such Holder would have been entitled to if the holder
had not withdrawn; and provided, further, that no such forfeiture shall terminate a Holder’s rights or obligations under Section
4.5(f) with respect to any prior registration or Pending Underwritten Offering. “Pending Underwritten Offering” means, with
respect to any Holder forfeiting its rights pursuant to this Section 4.5(l), any underwritten offering of Registrable Securities in
which such Holder has advised the Company of its intent to register its Registrable Securities either pursuant to Section 4.5(a)(ii)
or 4.5(a)(iv) prior to the date of such Holder’s forfeiture.
(m) Specific Performance. The parties hereto acknowledge that there would be no adequate remedy at law if the
Company fails to perform any of its obligations under this Section 4.5 and that Treasury and the Holders from time to time may be
irreparably harmed by any such failure, and accordingly agree that Treasury and such Holders, in addition to any other remedy to
which they may be entitled at law or in equity, to the fullest extent permitted and enforceable under applicable law shall be entitled
to compel specific performance of the obligations of the Company under this Section 4.5 in accordance with the terms and
conditions of this Section 4.5.
(n) No Inconsistent Agreements. The Company shall not, on or after the date hereof, enter into any agreement with
respect to its securities that may impair the rights granted to Treasury and the Holders under this Section 4.5 or that otherwise
conflicts with the provisions hereof in any manner that may impair the rights granted to Treasury and the Holders under this
Section 4.5. In the event the Company has, prior to the date hereof, entered into any agreement
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with respect to its securities that is inconsistent with the rights granted to Treasury and the Holders under this Section 4.5
(including agreements that are inconsistent with the order of priority contemplated by Section 4.5(a)(vi)) or that may otherwise
conflict with the provisions hereof, the Company shall use its reasonable best efforts to amend such agreements to ensure they are
consistent with the provisions of this Section 4.5. Any transaction entered into by the Company that would reasonably be expected
to require the inclusion in a Shelf Registration Statement or any Company Report filed with the SEC of any separate financial
statements pursuant to Rule 3-05 of Regulation S-X or pro forma financial statements pursuant to Article 11 of Regulation S-X
shall include provisions requiring the Company’s counterparty to provide any information necessary to allow the Company to
comply with its obligation hereunder.
(o) Certain Offerings by Treasury. In the case of any securities held by Treasury that cease to be Registrable Securities
solely by reason of clause (2) in the definition of “Registrable Securities,” the provisions of Sections 4.5(a)(ii), clauses (iv), (ix)
and (x)-(xii) of Section 4.5(c), Section 4.5(g) and Section 4.5(i) shall continue to apply until such securities otherwise cease to be
Registrable Securities. In any such case, an “underwritten” offering or other disposition shall include any distribution of such
securities on behalf of Treasury by one or more broker-dealers, an “underwriting agreement” shall include any purchase agreement
entered into by such broker-dealers, and any “registration statement” or “prospectus” shall include any offering document
approved by the Company and used in connection with such distribution.
(p) Registered Sales of the Warrants. The Holders agree to sell the Warrants or any portion thereof under the Shelf
Registration Statement only beginning 30 days after notifying the Company of any such sale, during which 30-day period Treasury
and all Holders of the Warrants shall take reasonable steps to agree to revisions to the Warrants, at the expense of the Company, to
permit a public distribution of the Warrants, including entering into a revised warrant agreement, appointing a warrant agent, and
making the securities eligible for book entry clearing and settlement at the Depositary Trust Company.
4.6 Voting of Warrant Shares. Notwithstanding anything in this Agreement to the contrary, Treasury shall not exercise
any voting rights with respect to the Warrant Shares.
Article V
Miscellaneous
5.1 Survival of Representations and Warranties. The representations and warranties of the Company made herein or in
any certificates delivered in connection with the Initial Closing or any subsequent Closing shall survive such Closing without
limitation.
5.2 Amendment. No amendment of any provision of this Agreement will be effective unless made in writing and signed
by an officer or a duly authorized representative of each party; provided that Treasury may unilaterally amend any provision of this
Agreement to the extent required to comply with any changes after the date hereof in applicable federal statutes. No failure or
delay by any party in exercising any right, power or privilege hereunder shall operate as a waiver thereof nor shall any single or
partial exercise thereof preclude any other or further
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exercise of any other right, power or privilege. The rights and remedies herein provided shall be cumulative of any rights or
remedies provided by law.
5.3 Waiver of Conditions. No waiver will be effective unless it is in a writing signed by a duly authorized officer of the
waiving party that makes express reference to the provision or provisions subject to such waiver.
5.4 Governing Law: Submission to Jurisdiction, Etc. This Agreement will be governed by and construed in
accordance with the federal law of the United States if and to the extent such law is applicable, and otherwise in accordance
with the laws of the State of New York applicable to contracts made and to be performed entirely within such State. Each
of the parties hereto agrees (a) to submit to the exclusive jurisdiction and venue of the United States District Court for the
District of Columbia and the United States Court of Federal Claims for any and all civil actions, suits or proceedings
arising out of or relating to this Agreement or the Warrants or the transactions contemplated hereby or thereby, and (b)
that notice may be served upon (i) the Company at the address and in the manner set forth for notices to the Company in
Section 5.5 and (ii) Treasury in accordance with federal law. To the extent permitted by applicable law, each of the parties
hereto hereby unconditionally waives trial by jury in any civil legal action or proceeding relating to this Agreement or the
Warrants or the transactions contemplated hereby or thereby.
5.5 Notices. Any notice, request, instruction or other document to be given hereunder by any party to the other will be in
writing and will be deemed to have been duly given (a) on the date of delivery if delivered personally, or by facsimile, upon
confirmation of receipt, or (b) on the second Business Day following the date of dispatch if delivered by a recognized next day
courier service. All notices to the Company shall be delivered as set forth below, or pursuant to such other instruction as may be
designated in writing by the Company to Treasury. All notices to Treasury shall be delivered as set forth below, or pursuant to such
other instructions as may be designated in writing by Treasury to the Company.
If to the Company:
Frontier Group Holdings, Inc.
4545 Airport Way
Denver CO, 80239
Attention of General Counsel
Telephone No. ###-###-####
###
With copies to (which shall not constitute notice):
Latham & Watkins LLP
140 Scott Drive
Menlo Park, CA 94025
Attention: Tony Richmond
Facsimile: (###) ###-####
Email: ###
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If to Treasury:
United States Department of the Treasury
1500 Pennsylvania Avenue, NW, Room 2312
Washington, D.C. 20220
Attention: Assistant General Counsel (Banking and Finance)
5.6

Definitions.

(a) The term “Governmental Authority” means the government of the United States of America or any other nation, or of
any political subdivision thereof, whether state or local, and any agency, authority, instrumentality, regulatory body, court, central
bank or other entity exercising executive, legislative, judicial, taxing, regulatory or administrative powers or functions of or
pertaining to government (including any supra-national bodies such as the European Union or the European Central Bank).
(b) The term “Laws” has the meaning ascribed thereto in the Promissory Note.
(c) The term “Lien” has the meaning ascribed thereto in the Promissory Note.
(d) The term “Material Adverse Effect” means (a) a material adverse change in, or a material adverse effect on, the
operations, business, properties, liabilities (actual or contingent), condition (financial or otherwise) or prospects of the Company
and its Subsidiaries taken as a whole; or (b) a material adverse effect on (i) the ability of the Company to perform its obligations
under this Agreement or any Warrant or (ii) the legality, validity, binding effect or enforceability against the Company of this
Agreement or any Warrant to which it is a party.
(e) The term “Organizational Documents” has the meaning ascribed thereto in the Promissory Note.
(f) The term “Subsidiary” has the meaning ascribed thereto in the Promissory Note.
5.7 Assignment. Neither this Agreement nor any right, remedy, obligation nor liability arising hereunder or by reason
hereof shall be assignable by any party hereto without the prior written consent of the other party, and any attempt to assign any
right, remedy, obligation or liability hereunder without such consent shall be void, except (a) an assignment, in the case of a
Business Combination where such party is not the surviving entity, or a sale of substantially all of its assets, to the entity which is
the survivor of such Business Combination or the purchaser in such sale and (b) as provided in Section 4.5.
5.8 Severability. If any provision of this Agreement or the Warrants, or the application thereof to any person or
circumstance, is determined by a court of competent jurisdiction to be invalid, void or unenforceable, the remaining provisions
hereof, or the application of such provision to persons or circumstances other than those as to which it has been held invalid or
unenforceable, will remain in full force and effect and shall in no way be affected,
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impaired or invalidated thereby, so long as the economic or legal substance of the transactions contemplated hereby is not affected
in any manner materially adverse to any party. Upon such determination, the parties shall negotiate in good faith in an effort to
agree upon a suitable and equitable substitute provision to effect the original intent of the parties.
5.9 No Third Party Beneficiaries. Nothing contained in this Agreement, expressed or implied, is intended to confer upon
any person or entity other than the Company and Treasury any benefit, right or remedies, except that the provisions of Section 4.5
shall inure to the benefit of the persons referred to in that Section.
***
[Signature page follows]
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IN WITNESS WHEREOF, the parties hereto have caused this Agreement to be executed by their respective officers thereunto duly
authorized, as of the date first above written.
THE UNITED STATES DEPARTMENT OF THE
TREASURY
By: /s/ David A. Lebryk
Name: David A. Lebryk
Title: Fiscal Assistant Secretary
FRONTIER GROUP HOLDINGS, INC.
By: /s/ James Dempsey
Name: James Dempsey
Title: Chief Financial Officer
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Annex A
FORM OF OPINION
(a) The Company has been duly incorporated and is validly existing as a corporation in good standing under the laws of
the state of its incorporation.
(b) Each of the Warrants has been duly authorized and, when executed and delivered as contemplated by the Agreement,
will constitute a valid and legally binding obligation of the Company enforceable against the Company in accordance with its
terms, except as the same may be limited by applicable bankruptcy, insolvency, reorganization, moratorium or similar laws
affecting the enforcement of creditors’ rights generally and general equitable principles, regardless of whether such enforceability
is considered in a proceeding at law or in equity.
(c) The shares of Common Stock issuable upon exercise of the Warrants have been duly authorized and reserved for
issuance upon exercise of the Warrants and when so issued in accordance with the terms of the Warrants will be validly issued,
fully paid and non-assessable.
(d) The Company has the corporate power and authority to execute and deliver the Agreement and the Warrants and to
carry out its obligations thereunder (which includes the issuance of the Warrants and Warrant Shares).
(e) The execution, delivery and performance by the Company of the Agreement and the Warrants and the consummation
of the transactions contemplated thereby have been duly authorized by all necessary corporate action on the part of the Company
and its stockholders, and no further approval or authorization is required on the part of the Company.
(f) The Agreement is a valid and binding obligation of the Company enforceable against the Company in accordance with
its terms, except as the same may be limited by applicable bankruptcy, insolvency, reorganization, moratorium or similar laws
affecting the enforcement of creditors’ rights generally and general equitable principles, regardless of whether such enforceability
is considered in a proceeding at law or in equity; provided, however, such counsel need express no opinion with respect to Section
4.5(g) or the severability provisions of the Agreement insofar as Section 4.5(g) is concerned.
(g) No registration of the Warrant and the Common Stock issuable upon exercise of the Warrant under the U.S. Securities
Act of 1933, as amended, is required for the offer and sale of the Warrant or the Common Stock issuable upon exercise of the
Warrant by the Company to the Holder pursuant to and in the manner contemplated by this Agreement.
(h) The Company is not required to be registered as an investment company under the Investment Company Act of 1940,
as amended.
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Annex B
FORM OF WARRANT
[SEE ATTACHED]
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FORM OF WARRANT TO PURCHASE COMMON STOCK
THE SECURITIES REPRESENTED BY THIS INSTRUMENT HAVE NOT BEEN REGISTERED UNDER THE SECURITIES
ACT OF 1933, AS AMENDED, OR THE SECURITIES LAWS OF ANY STATE AND MAY NOT BE TRANSFERRED, SOLD
OR OTHERWISE DISPOSED OF EXCEPT WHILE A REGISTRATION STATEMENT RELATING THERETO IS IN EFFECT
UNDER SUCH ACT AND APPLICABLE STATE SECURITIES LAWS OR PURSUANT TO AN EXEMPTION FROM
REGISTRATION UNDER SUCH ACT AND SUCH LAWS.
WARRANT
to purchase
[l]
Shares of Common Stock
of Frontier Group Holdings, Inc.
Issue Date: [ l ], 2021
1. Definitions. Unless the context otherwise requires, when used herein the following terms shall have the meanings
indicated.
“Affiliate” means, with respect to any person, any person directly or indirectly controlling, controlled by or under common
control with, such other person. For purposes of this definition, “control” (including, with correlative meanings, the terms
“controlled by” and “under common control with”) when used with respect to any person, means the possession, directly or
indirectly, of the power to cause the direction of management and/or policies of such person, whether through the ownership of
voting securities by contract or otherwise.
“Aggregate Net Cash Settlement Amount” has the meaning ascribed thereto in Section 2(i).
“Aggregate Net Share Settlement Amount” has the meaning ascribed thereto in Section 2(ii).
“Appraisal Procedure” means a procedure whereby two independent appraisers, one chosen by the Company and one by
the Original Warrantholder, shall mutually agree upon the determinations then the subject of appraisal. Each party shall deliver a
notice to the other appointing its appraiser within 10 days after the Appraisal Procedure is invoked. If within 30 days after
appointment of the two appraisers they are unable to agree upon the amount in question, a third independent appraiser shall be
chosen within 10 days thereafter by the mutual consent of such first two appraisers. The decision of the third appraiser so
appointed and chosen shall be given within 30 days after the selection of such third appraiser. If three appraisers shall
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be appointed and the determination of one appraiser is disparate from the middle determination by more than twice the amount by
which the other determination is disparate from the middle determination, then the determination of such appraiser shall be
excluded, the remaining two determinations shall be averaged and such average shall be binding and conclusive upon the
Company and the Original Warrantholder; otherwise, the average of all three determinations shall be binding upon the Company
and the Original Warrantholder. The costs of conducting any Appraisal Procedure shall be borne by the Company.
“Average Market Price” means, with respect to any security, the arithmetic average of the Market Price of such security for
the 15 consecutive trading day period ending on and including the trading day immediately preceding the determination date.
“Board of Directors” means the board of directors of the Company, including any duly authorized committee thereof.
“Business Combination” means a merger, consolidation, statutory share exchange or similar transaction that requires the
approval of the Company’s stockholders.
“Business Day” means any day except Saturday, Sunday and any day on which banking institutions in the State of New
York generally are authorized or required by law or other governmental actions to close; provided that banks shall be deemed to be
generally open for business in the event of a “shelter in place” or similar closure of physical branch locations at the direction of
any governmental entity if such banks’ electronic funds transfer system (including wire transfers) are open for use by customers on
such day.
“Capital Stock” means (A) with respect to any Person that is a corporation or company, any and all shares, interests,
participations or other equivalents (however designated) of capital or capital stock of such Person and (B) with respect to any
Person that is not a corporation or company, any and all partnership or other equity interests of such Person.
“Charter” means, with respect to any Person, its certificate or articles of incorporation, articles of association, or similar
organizational document.
“Common Stock” means common stock of the Company, par value $0.001 subject to adjustment as provided in Section
13(E).
“Company” means the Person whose name, corporate or other organizational form and jurisdiction of organization is set
forth in Item 1 of Schedule A hereto.
“conversion” has the meaning set forth in Section 13(B).
“convertible securities” has the meaning set forth in Section 13(B).
“Depositary” means The Depositary Trust Company, its nominees and their respective successors.
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“Exchange Act” means the Securities Exchange Act of 1934, as amended, or any successor statute, and the rules and
regulations promulgated thereunder.
“Exercise Date” means each date a Notice of Exercise substantially in the form annexed hereto is delivered to the Company
in accordance with Section 2 hereof.
“Exercise Price” means the amount set forth in Item 2 of Schedule A hereto, subject to adjustment as contemplated herein.
“Fair Market Value” means, with respect to any security or other property, the fair market value of such security or other
property as determined by the Board of Directors, acting in good faith in reliance on an opinion of a nationally recognized
independent investment banking firm retained by the Company for this purpose. For so long as the Original Warrantholder holds
this Warrant or any portion thereof, it may object in writing to the Board of Director’s calculation of fair market value within 10
days of receipt of written notice thereof. If the Original Warrantholder and the Company are unable to agree on fair market value
during the 10-day period following the delivery of the Original Warrantholder’s objection, the Appraisal Procedure may be
invoked by either party to determine Fair Market Value by delivering written notification thereof not later than the 30th day after
delivery of the Original Warrantholder’s objection.
“Initial Number” has the meaning set forth in Section 13(B).
“Issue Date” means the date set forth in Item 3 of Schedule A hereto.
“Market Price” means, with respect to a particular security, on any given day, the last reported sale price regular way or, in
case no such reported sale takes place on such day, the average of the last closing bid and ask prices regular way, in either case on
the principal national securities exchange on which the applicable securities are listed or admitted to trading, or if not listed or
admitted to trading on any national securities exchange, the average of the closing bid and ask prices as furnished by two members
of the Financial Industry Regulatory Authority, Inc. selected from time to time by the Company for that purpose. “Market Price”
shall be determined without reference to after hours or extended hours trading. If such security is not listed and traded in a manner
that the quotations referred to above are available for the period required hereunder, the Market Price of such security shall be
deemed to be (i) in the event that any portion of the Warrant is held by the Original Warrantholder, the fair market value per share
of such security as determined in good faith by the Original Warrantholder or (ii) in all other circumstances, the fair market value
per share of such security as determined in good faith by the Board of Directors in reliance on an opinion of a nationally
recognized independent investment banking corporation retained by the Company for this purpose and certified in a resolution to
the Warrantholder.
“Original Warrantholder” means the United States Department of the Treasury. Any actions specified to be taken by the
Original Warrantholder hereunder may only be taken by such Person and not by any other Warrantholder.
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“Permitted Transactions” has the meaning set forth in Section 13(B).
“Per Share Net Cash Settlement Amount” means the Average Market Price of a share of Common Stock determined as of
the relevant Exercise Date less the then applicable Exercise Price.
“Per Share Net Share Settlement Amount” means the quotient of (i) the Average Market Price of a share of Common Stock
determined as of the relevant Exercise Date less the then applicable Exercise Price divided by (ii) the Average Market Price of a
share of Common Stock determined as of the relevant Exercise Date.
“Person” has the meaning given to it in Section 3(a)(9) of the Exchange Act and as used in Sections 13(d)(3) and 14(d)(2)
of the Exchange Act.
“Per Share Fair Market Value” has the meaning set forth in Section 13(C).
“Pro Rata Repurchases” means any purchase of shares of Common Stock by the Company or any Affiliate thereof pursuant
to (A) any tender offer or exchange offer subject to Section 13(e) or 14(e) of the Exchange Act or Regulation 14E promulgated
thereunder or (B) any other offer available to substantially all holders of Common Stock, in the case of both (A) or (B), whether
for cash, shares of Capital Stock of the Company, other securities of the Company, evidences of indebtedness of the Company or
any other Person or any other property (including, without limitation, shares of Capital Stock, other securities or evidences of
indebtedness of a subsidiary), or any combination thereof, effected while this Warrant is outstanding. The “Effective Date” of a Pro
Rata Repurchase shall mean the date of acceptance of shares for purchase or exchange by the Company under any tender or
exchange offer which is a Pro Rata Repurchase or the date of purchase with respect to any Pro Rata Repurchase that is not a tender
or exchange offer.
“Regulatory Approvals” with respect to the Warrantholder, means, to the extent applicable and required to permit the
Warrantholder to exercise this Warrant for shares of Common Stock and to own such Common Stock without the Warrantholder
being in violation of applicable law, rule or regulation, the receipt of any necessary approvals and authorizations of, filings and
registrations with, notifications to, or expiration or termination of any applicable waiting period under, the Hart-Scott-Rodino
Antitrust Improvements Act of 1976, as amended, and the rules and regulations thereunder.
“SEC” means the U.S. Securities and Exchange Commission.
“Securities Act” means the Securities Act of 1933, as amended, or any successor statute, and the rules and regulations
promulgated thereunder.
“trading day” means (A) if the shares of Common Stock are not traded on any national or regional securities exchange or
association or over-the-counter market, a Business Day or (B) if the shares of Common Stock are traded on any national or
regional securities exchange or association or over-the-counter market, a Business Day on which such relevant exchange or
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quotation system is scheduled to be open for business and on which the shares of Common Stock (i) are not suspended from
trading on any national or regional securities exchange or association or over-the-counter market for any period or periods
aggregating one half hour or longer; and (ii) have traded at least once on the national or regional securities exchange or association
or over-the-counter market that is the primary market for the trading of the shares of Common Stock.
“U.S. GAAP” means United States generally accepted accounting principles.
“Warrant” means this Warrant, issued pursuant to the Warrant Agreement.
“Warrant Agreement” means the Warrant Agreement, dated as of the date set forth in Item 4 of Schedule A hereto, as
amended from time to time, between the Company and the United States Department of the Treasury.
“Warrantholder” has the meaning set forth in Section 2.
“Warrant Shares” has the meaning set forth in Section 2.
2. Number of Warrant Shares; Net Exercise. This certifies that, for value received, the United States Department of the
Treasury or its permitted assigns (the “Warrantholder”) is entitled, upon the terms and subject to the conditions hereinafter set
forth, to acquire from the Company, in whole or in part, after the receipt of all applicable Regulatory Approvals, if any, up to an
aggregate of the number of fully paid and nonassessable shares of Common Stock set forth in Item 5 of Schedule A hereto. The
number of shares of Common Stock (the “Warrant Shares”) issuable upon exercise of this Warrant and the Exercise Price are
subject to adjustment as provided herein, and all references to “Common Stock,” “Warrant Shares” and “Exercise Price” herein
shall be deemed to include any such adjustment or series of adjustments.
Upon exercise of the Warrant in accordance with Section 3 hereof, the Company shall elect to pay or deliver, as the case
may be, to the exercising Warrantholder (a) cash (“Net Cash Settlement”) or (b) Warrant Shares together with cash, if applicable, in
lieu of delivering any fractional shares in accordance with Section 5 of this Warrant (“Net Share Settlement”). The Company will
notify the exercising Warrantholder of its election of a settlement method within one Business Day after the relevant Exercise Date
and if it fails to deliver a timely notice shall be deemed to have elected Net Share Settlement.
(i) Net Cash Settlement. If the Company elects Net Cash Settlement, it shall pay to the Warrantholder cash equal to
the Per Share Net Cash Settlement Amount multiplied by the number of Warrant Shares as to which the Warrant has been
exercised as indicated in the Notice of Exercise (the “Aggregate Net Cash Settlement Amount”).
(ii) Net Share Settlement. If the Company elects Net Share Settlement, it shall deliver to the Warrantholder a
number of shares of Common Stock equal to the Per Share Net Share Settlement Amount multiplied by the number of Warrant
Shares as to which the Warrant has been exercised as indicated in the Notice of Exercise (the “Aggregate Net Share Settlement
Amount”).
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3. Term; Method of Exercise. Subject to Section 2, to the extent permitted by applicable laws and regulations, this
Warrant is exercisable, in whole or in part by the Warrantholder, at any time or from time to time after the execution and delivery
of this Warrant by the Company on the date hereof, but in no event later than 5:00 p.m., New York City time on the fifth
anniversary of the Issue Date of this Warrant, by the surrender of this Warrant and delivery of the Notice of Exercise annexed
hereto, duly completed and executed on behalf of the Warrantholder, at the principal executive office of the Company located at
the address set forth in Item 6 of Schedule A hereto (or such other office or agency of the Company in the United States as it may
designate by notice in writing to the Warrantholder at the address of the Warrantholder appearing on the books of the Company).
If the Warrantholder does not exercise this Warrant in its entirety, the Warrantholder will be entitled to receive from
the Company within a reasonable time after the date on which this Warrant has been duly exercised in accordance with the terms
of this Warrant, and in any event not exceeding three Business Days after the date thereof, a new warrant in substantially identical
form for the purchase of that number of Warrant Shares equal to the difference between the number of Warrant Shares subject to
this Warrant and the number of Warrant Shares as to which this Warrant is so exercised. Notwithstanding anything in this Warrant
to the contrary, the Warrantholder hereby acknowledges and agrees that its exercise of this Warrant for Warrant Shares is subject to
the condition that the Warrantholder will have first received any applicable Regulatory Approvals.
4.

Method of Settlement.

(i) Net Cash Settlement. If the Company elects Net Cash Settlement, the Company shall, within a reasonable time,
not to exceed five Business Days after the date on which this Warrant has been duly exercised in accordance with the terms of this
Warrant, pay to the exercising Warrantholder the Aggregate Net Cash Settlement Amount.
(ii) Net Share Settlement. If the Company elects Net Share Settlement, shares of Common Stock equal to the
Aggregate Net Share Settlement Amount shall be (x) issued in such name or names as the exercising Warrantholder may designate
and (y) delivered by the Company or the Company's transfer agent to such Warrantholder or its nominee or nominees (i) if the
shares are then able to be so delivered, via book-entry transfer crediting the account of such Warrantholder (or the relevant agent
member for the benefit of such Warrantholder) through the Depositary’s DWAC system (if the Company's transfer agent
participates in such system), or (ii) otherwise in certificated form by physical delivery to the address specified by the
Warrantholder in the Notice of Exercise, within a reasonable time, not to exceed three Business Days after the date on which this
Warrant has been duly exercised in accordance with the terms of this Warrant. The Company hereby represents and warrants that
any Warrant Shares issued upon the exercise of this Warrant in accordance with the provisions of Section 3 will be duly and validly
authorized and issued, fully paid and nonassessable and free from all taxes, liens and charges (other than liens or charges created
by the Warrantholder, income and franchise taxes incurred in connection with the exercise of the Warrant or taxes in respect of any
transfer occurring contemporaneously therewith). The Company agrees that the Warrant Shares so issued will be
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deemed to have been issued to the Warrantholder as of the close of business on the date on which this Warrant and payment of the
Exercise Price are delivered to the Company in accordance with the terms of this Warrant, notwithstanding that the stock transfer
books of the Company may then be closed or certificates representing such Warrant Shares may not be actually delivered on such
date. The Company will at all times reserve and keep available, out of its authorized but unissued Common Stock, solely for the
purpose of providing for the exercise of this Warrant, the aggregate number of shares of Common Stock then issuable upon
exercise of this Warrant at any time. The Company will (A) procure, at its sole expense, the listing of the Warrant Shares issuable
upon exercise of this Warrant at any time, subject to issuance or notice of issuance, on all principal stock exchanges on which the
Common Stock is then listed or traded and (B) maintain such listings of such Warrant Shares at all times after issuance. The
Company will use reasonable best efforts to ensure that the Warrant Shares may be issued without violation of any applicable law
or regulation or of any requirement of any securities exchange on which the Warrant Shares are listed or traded.
5. No Fractional Warrant Shares or Scrip. No fractional Warrant Shares or scrip representing fractional Warrant Shares
shall be issued upon any exercise of this Warrant. In lieu of any fractional Share to which the Warrantholder would otherwise be
entitled, the Warrantholder shall be entitled to receive a cash payment equal to the Average Market Price of the Common Stock
determined as of the Exercise Date multiplied by such fraction of a share, less the pro-rated Exercise Price for such fractional
share.
6. No Rights as Stockholders; Transfer Books. This Warrant does not entitle the Warrantholder to any voting rights or
other rights as a stockholder of the Company prior to the date of exercise hereof. The Company will at no time close its transfer
books against transfer of this Warrant in any manner which interferes with the timely exercise of this Warrant.
7. Charges, Taxes and Expenses. Issuance of certificates for Warrant Shares to the Warrantholder upon the exercise of this
Warrant shall be made without charge to the Warrantholder for any issue or transfer tax or other incidental expense in respect of
the issuance of such certificates, all of which taxes and expenses shall be paid by the Company; provided, however, that the
Company shall not be required to pay any tax that may be payable in respect of any transfer involved in the issuance and delivery
of any such certificate, or any certificates or other securities in a name other than that of the registered holder of the Warrant
surrendered upon exercise of the Warrant.
8.

Transfer/Assignment.

(A) Subject to compliance with clause (B) of this Section 8, this Warrant and all rights hereunder are transferable, in
whole or in part, upon the books of the Company by the registered holder hereof in person or by duly authorized attorney, and a
new warrant shall be made and delivered by the Company, of the same tenor and date as this Warrant but registered in the name of
one or more transferees, upon surrender of this Warrant, duly endorsed, to the office or agency of the Company described in
Section 3. All expenses (other than stock transfer taxes) and other charges payable in connection with the preparation, execution
and delivery of the new warrants pursuant to this Section 8 shall be paid by the Company.
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(B) If and for so long as required by the Warrant Agreement, this Warrant shall contain the legend as set forth in Sections
4.2(a) of the Warrant Agreement.
9. Exchange and Registry of Warrant. This Warrant is exchangeable, upon the surrender hereof by the Warrantholder to
the Company, for a new warrant or warrants of like tenor and representing the right to purchase the same aggregate number of
Warrant Shares. The Company shall maintain a registry showing the name and address of the Warrantholder as the registered
holder of this Warrant. This Warrant may be surrendered for exchange or exercise in accordance with its terms, at the office of the
Company, and the Company shall be entitled to rely in all respects, prior to written notice to the contrary, upon such registry.
10. Loss, Theft, Destruction or Mutilation of Warrant. Upon receipt by the Company of evidence reasonably satisfactory
to it of the loss, theft, destruction or mutilation of this Warrant, and in the case of any such loss, theft or destruction, upon receipt
of a bond, indemnity or security reasonably satisfactory to the Company, or, in the case of any such mutilation, upon surrender and
cancellation of this Warrant, the Company shall make and deliver, in lieu of such lost, stolen, destroyed or mutilated Warrant, a
new Warrant of like tenor and representing the right to purchase the same aggregate number of Warrant Shares as provided for in
such lost, stolen, destroyed or mutilated Warrant.
11. Saturdays, Sundays, Holidays, etc. If the last or appointed day for the taking of any action or the expiration of any
right required or granted herein shall not be a Business Day, then such action may be taken or such right may be exercised on the
next succeeding day that is a Business Day.
12. Information. With a view to making available to Warrantholders the benefits of certain rules and regulations of the
SEC which may permit the sale of the Warrants and Warrant Shares to the public without registration, the Company agrees to use
its reasonable best efforts to:
(A) make and keep adequate public information available, as those terms are understood and defined in Rule 144(c) or
any similar or analogous rule promulgated under the Securities Act, at all times after the date hereof;
(B) (x) file with the SEC, in a timely manner, all reports and other documents required of the Company under the
Securities Act and the Exchange Act, and (y) if at any time the Company is not required to file such reports, make available, upon
the request of any Warrantholder, such information necessary to permit sales pursuant to Rule 144A (including the information
required by Rule 144A(d)(4) under the Securities Act);
(C) furnish to any holder of Warrants or Warrant Shares forthwith upon request: a written statement by the Company as to
its compliance with the reporting requirements of the Exchange Act and Rule 144(c)(1); a copy of the most recent annual or
quarterly report of the Company; and such other reports and documents as the Warrantholder may reasonably request in availing
itself of any rule or regulation of the SEC allowing it to sell any such securities to the public without registration; and
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(D) take such further action as any Warrantholder may reasonably request, all to the extent required from time to time to
enable such Warantholder to sell Warrants or Warrant Shares without registration under the Securities Act.
13. Adjustments and Other Rights. The Exercise Price and the number of Warrant Shares issuable upon exercise of the
Warrant shall be subject to adjustment from time to time as follows; provided, that if more than one subsection of this Section 13 is
applicable to a single event, the subsection shall be applied that produces the largest adjustment and no single event shall cause an
adjustment under more than one subsection of this Section 13 so as to result in duplication:
(A) Stock Splits, Subdivisions, Reclassifications or Combinations. If the Company shall (i) declare and pay a dividend or
make a distribution on its Common Stock in shares of Common Stock, (ii) subdivide or reclassify the outstanding shares of
Common Stock into a greater number of shares, or (iii) combine or reclassify the outstanding shares of Common Stock into a
smaller number of shares, the number of Warrant Shares issuable upon exercise of this Warrant at the time of the record date for
such dividend or distribution or the effective date of such subdivision, combination or reclassification shall be proportionately
adjusted so that the Warrantholder after such date shall be entitled to acquire the number of shares of Common Stock which such
holder would have owned or been entitled to receive in respect of the shares of Common Stock subject to this Warrant after such
date had this Warrant been exercised immediately prior to such date. In such event, the Exercise Price in effect at the time of the
record date for such dividend or distribution or the effective date of such subdivision, combination or reclassification shall be
adjusted to the number obtained by dividing (x) the product of (1) the number of Warrant Shares issuable upon the exercise of this
Warrant before such adjustment and (2) the Exercise Price in effect immediately prior to the record or effective date, as the case
may be, for the dividend, distribution, subdivision, combination or reclassification giving rise to this adjustment by (y) the new
number of Warrant Shares issuable upon exercise of the Warrant determined pursuant to the immediately preceding sentence.
(B) Certain Issuances of Common Stock or Convertible Securities. If the Company shall issue shares of Common Stock
(or rights or warrants or other securities exercisable or convertible into or exchangeable (collectively, a “conversion”) for shares of
Common Stock) (collectively, “convertible securities”) (other than in Permitted Transactions (as defined below) or a transaction to
which subsection (A) of this Section 13 is applicable) without consideration or at a consideration per share (or having a conversion
price per share) that is less than 90% of the Average Market Price determined as of the date of the agreement on pricing such
shares (or such convertible securities) then, in such event:
(A) the number of Warrant Shares issuable upon the exercise of this Warrant immediately prior to the date of the
agreement on pricing of such shares (or of such convertible securities) (the “Initial Number”) shall be increased to
the number obtained by multiplying the Initial Number by a fraction (A) the numerator of which shall be the sum of
(x) the number of shares of Common Stock of the Company outstanding on such date and (y) the number of
additional
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shares of Common Stock issued (or into which convertible securities may be exercised or convert) and (B) the
denominator of which shall be the sum of (I) the number of shares of Common Stock outstanding on such date and
(II) the number of shares of Common Stock which the aggregate consideration receivable by the Company for the
total number of shares of Common Stock so issued (or into which convertible securities may be exercised or
convert) would purchase at the Average Market Price determined as of the date of the agreement on pricing such
shares (or such convertible securities); and
(B) the Exercise Price payable upon exercise of the Warrant shall be adjusted by multiplying such Exercise Price in
effect immediately prior to the date of the agreement on pricing of such shares (or of such convertible securities) by
a fraction, the numerator of which shall be the number of shares of Common Stock issuable upon exercise of this
Warrant prior to such date and the denominator of which shall be the number of shares of Common Stock issuable
upon exercise of this Warrant immediately after the adjustment described in clause (A) above.
For purposes of the foregoing, the aggregate consideration receivable by the Company in connection with the issuance of
such shares of Common Stock or convertible securities shall be deemed to be equal to the sum of the net offering price (including
the Fair Market Value of any non-cash consideration and after deduction of any related expenses payable to third parties) of all
such securities plus the minimum aggregate amount, if any, payable upon exercise or conversion of any such convertible securities
into shares of Common Stock; and “Permitted Transactions” shall mean issuances (i) as consideration for or to fund the
acquisition of businesses and/or related assets, (ii) in connection with employee benefit plans and compensation related
arrangements in the ordinary course and consistent with past practice approved by the Board of Directors, (iii) in connection with a
public or broadly marketed offering and sale of Common Stock or convertible securities for cash conducted by the Company or its
affiliates pursuant to registration under the Securities Act or Rule 144A thereunder on a basis consistent with capital raising
transactions by comparable institutions and (iv) in connection with the exercise of preemptive rights on terms existing as of the
Issue Date. Any adjustment made pursuant to this Section 13(B) shall become effective immediately upon the date of such
issuance.
(C) Other Distributions. In case the Company shall fix a record date for the making of a distribution to all holders of
shares of its Common Stock of securities, evidences of indebtedness, assets, cash, rights or warrants (excluding dividends of its
Common Stock and other dividends or distributions referred to in Section 13(A)), in each such case, the Exercise Price in effect
prior to such record date shall be reduced immediately thereafter to the price determined by multiplying the Exercise Price in effect
immediately prior to the reduction by the quotient of (x) the Average Market Price of the Common Stock determined as of the first
date on which the Common Stock trades regular way on the principal national securities exchange on which the Common Stock is
listed or admitted to trading without the right to receive such distribution, minus the amount of cash and/or the Fair Market Value
of the securities, evidences of indebtedness, assets, rights or warrants to be so distributed in respect of one share of Common Stock
(such amount and/or Fair Market Value, the “Per Share Fair Market Value”) divided by
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(y) the Average Market Price specified in clause (x); such adjustment shall be made successively whenever such a record date is
fixed. In such event, the number of Warrant Shares issuable upon the exercise of this Warrant shall be increased to the number
obtained by dividing (x) the product of (1) the number of Warrant Shares issuable upon the exercise of this Warrant before such
adjustment, and (2) the Exercise Price in effect immediately prior to the distribution giving rise to this adjustment by (y) the new
Exercise Price determined in accordance with the immediately preceding sentence. In the event that such distribution is not so
made, the Exercise Price and the number of Warrant Shares issuable upon exercise of this Warrant then in effect shall be
readjusted, effective as of the date when the Board of Directors determines not to distribute such shares, evidences of indebtedness,
assets, rights, cash or warrants, as the case may be, to the Exercise Price that would then be in effect and the number of Warrant
Shares that would then be issuable upon exercise of this Warrant if such record date had not been fixed.
(D) Certain Repurchases of Common Stock. In case the Company effects a Pro Rata Repurchase of Common Stock, then
the Exercise Price shall be reduced to the price determined by multiplying the Exercise Price in effect immediately prior to the
Effective Date of such Pro Rata Repurchase by a fraction of which the numerator shall be (i) the product of (x) the number of
shares of Common Stock outstanding immediately before such Pro Rata Repurchase and (y) the Average Market Price of a share
of Common Stock determined as of the date of the first public announcement by the Company or any of its Affiliates of the intent
to effect such Pro Rata Repurchase, minus (ii) the aggregate purchase price of the Pro Rata Repurchase, and of which the
denominator shall be the product of (i) the number of shares of Common Stock outstanding immediately prior to such Pro Rata
Repurchase minus the number of shares of Common Stock so repurchased and (ii) the Average Market Price per share of Common
Stock determined as of the date of the first public announcement by the Company or any of its Affiliates of the intent to effect such
Pro Rata Repurchase. In such event, the number of shares of Common Stock issuable upon the exercise of this Warrant shall be
increased to the number obtained by dividing (x) the product of (1) the number of Warrant Shares issuable upon the exercise of this
Warrant before such adjustment, and (2) the Exercise Price in effect immediately prior to the Pro Rata Repurchase giving rise to
this adjustment by (y) the new Exercise Price determined in accordance with the immediately preceding sentence. For the
avoidance of doubt, no increase to the Exercise Price or decrease in the number of Warrant Shares issuable upon exercise of this
Warrant shall be made pursuant to this Section 13(D).
(E) Business Combinations. In case of any Business Combination or reclassification of Common Stock (other than a
reclassification of Common Stock referred to in Section 13(A)), the Warrantholder’s right to receive Warrant Shares upon exercise
of this Warrant shall be converted into the right to exercise this Warrant to acquire the number of shares of stock or other securities
or property (including cash) which the Common Stock issuable (at the time of such Business Combination or reclassification) upon
exercise of this Warrant immediately prior to such Business Combination or reclassification would have been entitled to receive
upon consummation of such Business Combination or reclassification; and in any such case, if necessary, the provisions set forth
herein with respect to the rights and interests thereafter of the Warrantholder shall be appropriately adjusted so as to be applicable,
as nearly as may reasonably be, to the Warrantholder’s right to exercise this Warrant in exchange for any shares of stock or
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other securities or property pursuant to this paragraph. In determining the kind and amount of stock, securities or the property
receivable upon exercise of this Warrant following the consummation of such Business Combination, if the holders of Common
Stock have the right to elect the kind or amount of consideration receivable upon consummation of such Business Combination,
then the consideration that the Warrantholder shall be entitled to receive upon exercise shall be deemed to be the types and
amounts of consideration received by the majority of all holders of the shares of common stock that affirmatively make an election
(or of all such holders if none make an election).
(F) Rounding of Calculations; Minimum Adjustments. All calculations under this Section 13 shall be made to the nearest
one-tenth (1/10th) of a cent or to the nearest one- hundredth (1/100th) of a share, as the case may be. Any provision of this Section
13 to the contrary notwithstanding, no adjustment in the Exercise Price or the number of Warrant Shares shall be made if the
amount of such adjustment would be less than $0.01 or one-tenth (1/10th) of a share of Common Stock, but any such amount shall
be carried forward and an adjustment with respect thereto shall be made at the time of and together with any subsequent
adjustment which, together with such amount and any other amount or amounts so carried forward, shall aggregate $0.01 or 1/10th
of a share of Common Stock, or more.
(G) Timing of Issuance of Additional Common Stock Upon Certain Adjustments. In any case in which the provisions of
this Section 13 shall require that an adjustment shall become effective immediately after a record date for an event, the Company
may defer until the occurrence of such event (i) issuing to the Warrantholder of this Warrant exercised after such record date and
before the occurrence of such event the additional shares of Common Stock issuable upon such exercise by reason of the
adjustment required by such event over and above the shares of Common Stock issuable upon such exercise before giving effect to
such adjustment and (ii) paying to such Warrantholder any amount of cash in lieu of a fractional share of Common Stock;
provided, however, that the Company upon request shall deliver to such Warrantholder a due bill or other appropriate instrument
evidencing such Warrantholder’s right to receive such additional shares, and such cash, upon the occurrence of the event requiring
such adjustment.
(H) Other Events. For so long as the Original Warrantholder holds this Warrant or any portion thereof, if any event occurs
as to which the provisions of this Section 13 are not strictly applicable or, if strictly applicable, would not, in the good faith
judgment of the Board of Directors of the Company, fairly and adequately protect the purchase rights of the Warrants in
accordance with the essential intent and principles of such provisions, then the Board of Directors shall make such adjustments in
the application of such provisions, in accordance with such essential intent and principles, as shall be reasonably necessary, in the
good faith opinion of the Board of Directors, to protect such purchase rights as aforesaid. The Exercise Price or the number of
Warrant Shares shall not be adjusted in the event of a change in the par value of the Common Stock or a change in the jurisdiction
of incorporation of the Company.
(I) Statement Regarding Adjustments. Whenever the Exercise Price or the number of Warrant Shares shall be adjusted as
provided in Section 13, the Company shall forthwith file at
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the principal office of the Company a statement showing in reasonable detail the facts requiring such adjustment and the Exercise
Price that shall be in effect and the number of Warrant Shares after such adjustment, and the Company shall also cause a copy of
such statement to be sent by mail, first class postage prepaid, to each Warrantholder at the address appearing in the Company’s
records.
(J) Notice of Adjustment Event. In the event that the Company shall propose to take any action of the type described in
this Section 13 (but only if the action of the type described in this Section 13 would result in an adjustment in the Exercise Price or
the number of Warrant Shares or a change in the type of securities or property to be delivered upon exercise of this Warrant), the
Company shall give notice to the Warrantholder, in the manner set forth in Section 13(J), which notice shall specify the record
date, if any, with respect to any such action and the approximate date on which such action is to take place. Such notice shall also
set forth the facts with respect thereto as shall be reasonably necessary to indicate the effect on the Exercise Price and the number,
kind or class of shares or other securities or property which shall be deliverable upon exercise of this Warrant. In the case of any
action which would require the fixing of a record date, such notice shall be given at least 10 days prior to the date so fixed, and in
case of all other action, such notice shall be given at least 15 days prior to the taking of such proposed action. Failure to give such
notice, or any defect therein, shall not affect the legality or validity of any such action.
(K) Proceedings Prior to Any Action Requiring Adjustment. As a condition precedent to the taking of any action which
would require an adjustment pursuant to this Section 13, the Company shall take any action which may be necessary, including
obtaining regulatory, New York Stock Exchange, NASDAQ Stock Market or other applicable national securities exchange or
stockholder approvals or exemptions, as applicable, in order that the Company may thereafter validly and legally issue as fully
paid and nonassessable all shares of Common Stock that the Warrantholder is entitled to receive upon exercise of this Warrant
pursuant to this Section 13.
(L) Adjustment Rules. Any adjustments pursuant to this Section 13 shall be made successively whenever an event
referred to herein shall occur. If an adjustment in Exercise Price made hereunder would reduce the Exercise Price to an amount
below par value of the Common Stock, then such adjustment in Exercise Price made hereunder shall reduce the Exercise Price to
the par value of the Common Stock.
14. No Impairment. The Company will not, by amendment of its Charter or through any reorganization, transfer of assets,
consolidation, merger, dissolution, issue or sale of securities or any other voluntary action, avoid or seek to avoid the observance or
performance of any of the terms to be observed or performed hereunder by the Company, but will at all times in good faith assist in
the carrying out of all the provisions of this Warrant and in taking of all such action as may be necessary or appropriate in order to
protect the rights of the Warrantholder.
15. Governing Law. This Warrant will be governed by and construed in accordance with the federal law of the
United States if and to the extent such law is applicable, and otherwise in accordance with the laws of the State of New
York applicable to contracts made and to be performed entirely within such State. Each of the Company
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and the Warrantholder agrees (a) to submit to the exclusive jurisdiction and venue of the United States District Court for
the District of Columbia for any civil action, suit or proceeding arising out of or relating to this Warrant or the
transactions contemplated hereby, and (b) that notice may be served upon the Company at the address in Section 19 below
and upon the Warrantholder at the address for the Warrantholder set forth in the registry maintained by the Company
pursuant to Section 9 hereof. To the extent permitted by applicable law, each of the Company and the Warrantholder
hereby unconditionally waives trial by jury in any civil legal action or proceeding relating to the Warrant or the
transactions contemplated hereby or thereby.
16.

Binding Effect. This Warrant shall be binding upon any successors or assigns of the Company.

17. Amendments. This Warrant may be amended and the observance of any term of this Warrant may be waived only
with the written consent of the Company and the Warrantholder.
18. Prohibited Actions. The Company agrees that it will not take any action which would entitle the Warrantholder to an
adjustment of the Exercise Price if the total number of shares of Common Stock issuable after such action upon exercise of this
Warrant, together with all shares of Common Stock then outstanding and all shares of Common Stock then issuable upon the
exercise of all outstanding options, warrants, conversion and other rights, would exceed the total number of shares of Common
Stock then authorized by its Charter.
19. Notices. Any notice, request, instruction or other document to be given hereunder by any party to the other will be in
writing and will be deemed to have been duly given (a) on the date of delivery if delivered personally, or by facsimile, upon
confirmation of receipt, or (b) on the second Business Day following the date of dispatch if delivered by a recognized next day
courier service. All notices hereunder shall be delivered as set forth in Item 7 of Schedule A hereto, or pursuant to such other
instructions as may be designated in writing by the party to receive such notice.
20. Entire Agreement. This Warrant, the forms attached hereto and Schedule A hereto (the terms of which are
incorporated by reference herein), and the Warrant Agreement (including all documents incorporated therein), contain the entire
agreement between the parties with respect to the subject matter hereof and supersede all prior and contemporaneous arrangements
or undertakings with respect thereto.
[Remainder of page intentionally left blank]
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[Form of Notice of Exercise]
Date:
TO:

Frontier Group Holdings, Inc.

RE: Exercise of Warrant
The undersigned, pursuant to the provisions set forth in the attached Warrant, hereby notifies the Company of its intention
to exercise its option with respect to the number of shares of the Common Stock set forth below covered by such Warrant. Pursuant
to Section 4 of the Warrant, the undersigned acknowledges that the Company may settle this exercise in net cash or shares. Cash to
be paid pursuant to a Net Cash Settlement or payment of fractional shares in connection with a Net Share Settlement should be
deposited to the account of the Warrantholder set forth below. Common Stock to be delivered pursuant to a Net Share Settlement
shall be delivered to the Warrantholder as indicated below. A new warrant evidencing the remaining shares of Common Stock
covered by such Warrant, but not yet subscribed for and purchased, if any, should be issued in the name set forth below.
Number of Warrant Shares:
Aggregate Exercise Price:
Address for Delivery of Warrant Shares:
Wire Instructions:
Proceeds to be delivered:
Name of Bank:
City/ State of Bank:
ABA Number of Bank
SWIFT #
Name of Account:
Account Number at Bank:

$

Securities to be issued to:
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If in book-entry form through the Depositary:
Depositary Account Number:
Name of Agent Member:
If in certificated form:
Social Security Number or Other Identifying Number:
Name:
Street Address:
City, State and Zip Code:
Any unexercised Warrants evidenced by the exercising Warrantholder’s interest in the Warrant:
Social Security Number or Other Identifying Number:
Name:
Street Address:
City, State and Zip Code:

Holder:
By:
Name:
Title:
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IN WITNESS WHEREOF, the Company has caused this Warrant to be duly executed by a duly authorized officer.
Dated:
COMPANY: Frontier Group Holdings, Inc.
By:
Name: Howard Diamond
Title: General Counsel and Secretary
Attest:
By:
Name: James Dempsey
Title: Chief Financial Officer
[Signature Page to Warrant]
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Item 1
Name: Frontier Group Holdings, Inc.
Corporate or other organizational form: Corporation
Jurisdiction of organization: Delaware
Item 2
Exercise Price: $18.85
Item 3
Issue Date: [l ]
Item 4
Date of Warrant Agreement between the Company and the United States Department of the Treasury: April 29, 2021
Item 5
Number of shares of Common Stock: [ l ]
Item 6
Company’s address: 4545 Airport Way, Denver, CO 80239
Item 7
Notice information:
Frontier Group Holdings, Inc.
4545 Airport Way
Denver CO, 80239
Attention of General Counsel
Telephone No. ###-###-####
Email: ###
With copies to (which shall not constitute notice):
Latham & Watkins LLP
140 Scott Drive
Menlo Park, CA 94025
Attention: Tony Richmond
Facsimile: (###) ###-####
Email: ###

- 45 -

SCHEDULE 1
WARRANT SHARES FORMULA
The number of Warrant Shares for which Warrants issued on each Warrant Closing Date shall be exercisable shall equal:
(i) On the Closing Date, the quotient of (x) the product of the principal amount of the Promissory Note multiplied by 0.1
divided by (y) the Exercise Price (as defined in Annex B); and
(ii) On each subsequent Warrant Closing Date, the quotient of (x) the product of the amount by which the principal amount of
the Promissory Note is increased on such Warrant Closing Date multiplied by 0.1 divided by (y) the Exercise Price.
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SCHEDULE 2
CAPITALIZATION
FRONTIER GROUP HOLDINGS, INC.
As of March 31, 2021
Authorized Capital Stock
• Voting Common Stock, par value $0.001 per share: 456,000,000
• Non-Voting Common Stock, par value $0.001 per share: 76,000,000
• Preferred Stock, par value $0.001 per share: 1,000,000
Issued and Outstanding Capital Stock
• Voting Common Stock, par value $0.001 per share: 199,776,678
• Non-Voting Common Stock, par value $0.001 per share: 640,121
• Preferred Stock, par value $0.001 per share: 0
Capital Stock reserved for issuance pursuant to the Company’s initial public offering, outstanding warrants and equity
awards
• Voting Common Stock, par value $0.001 per share: 29,275,6771
• Non-Voting Common Stock, par value $0.001 per share: 0
• Preferred Stock, par value $0.001 per share: 0
Additional shares of Capital Stock reserved for issuance under equity award plans
• Voting Common Stock, par value $0.001 per share: 7,000,000
• Non-Voting Common Stock, par value $0.001 per share: 0
• Preferred Stock, par value $0.001 per share: 0
____________________
1
Note: The number of shares of Voting Common Stock reserved for issuance includes 15,000,000 shares of common stock
reserved for issuance in connection with the Company’s initial public offering, which priced on March 31, 2021 and closed on
April 6, 2021.
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SCHEDULE 3
REQUIRED STOCKHOLDER APPROVALS
None.
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Exhibit 10.8

PAYROLL SUPPORT PROGRAM 3 AGREEMENT
Recipient: Frontier Airlines, Inc.
4545 Airport Way
Denver, CO 80239

PSP Participant Number: PSA 2004031458
Employer Identification Number: 84-1256945
DUNS Number: 831153622

Additional Recipients: N/A
Amount of Initial Payroll Support Payment: $75,121,118.24
The Department of the Treasury (Treasury) hereby provides Payroll Support (as defined herein) under section 7301 of the
American Rescue Plan Act of 2021. The Signatory Entity named above, on behalf of itself and its Affiliates (as defined herein),
agrees to comply with this Agreement and applicable Federal law as a condition of receiving Payroll Support. The Signatory
Entity and its undersigned authorized representatives acknowledge that a materially false, fictitious, or fraudulent statement (or
concealment or omission of a material fact) in connection with this Agreement may result in administrative remedies as well as
civil and/or criminal penalties.
The undersigned hereby agree to the attached Payroll Support Program 3 Agreement.
/s/ David A. Lebryk
Department of the Treasury

/s/ James Dempsey___________________

Name: David A. Lebryk

First Authorized Representative:

Title: Fiscal Assistant Secretary

Name: James Dempsey

Date: April 29, 2021

Title: Chief Financial Officer

Frontier Airlines, Inc.

Date: April 29, 2021

/s/ Howard Diamond__________________
Frontier Airlines, Inc.
Second Authorized Representative:
Name: Howard Diamond
Title: General Counsel and Secretary
Date: April 29, 2021

OMB Approval No. 1505-0263
PAPERWORK REDUCTION ACT NOTICE
The information collected will be used for the U.S. Government to process requests for support. The estimated burden associated with this collection of
information is 2 hours per response. Comments concerning the accuracy of this burden estimate and suggestions for reducing this burden should be directed
to the Office of Privacy, Transparency and Records, Department of the Treasury, 1500 Pennsylvania Ave., N.W., Washington, D.C. 20220.

PAYROLL SUPPORT PROGRAM 3 AGREEMENT
INTRODUCTION
Section 7301 of the American Rescue Plan Act of 2021 (ARP) directs the Department of the Treasury (Treasury) to provide
Payroll Support (as defined herein) to passenger air carriers and certain contractors that must be exclusively used for the
continuation of payment of Employee Salaries, Wages, and Benefits (as defined herein). The ARP requires certain assurances from
the Recipient (as defined herein).
This Payroll Support Program 3 Agreement, including all supporting documents submitted by the Recipient and the Payroll
Support Program 3 Certification attached hereto (collectively, Agreement), memorializes the binding terms and conditions
applicable to the Recipient.

DEFINITIONS
As used in this Agreement, the following terms shall have the following respective meanings, unless the context clearly requires
otherwise. In addition, this Agreement shall be construed in a manner consistent with any public guidance Treasury may from time
to time issue regarding the implementation of section 7301 of the ARP.
Additional Payroll Support Payment means any disbursement of Payroll Support occurring after the first disbursement of Payroll
Support under this Agreement.
Affiliate means any Person that directly or indirectly controls, is controlled by, or is under common control with, the Recipient. For
purposes of this definition, “control” of a Person shall mean having the power, directly or indirectly, to direct or cause the direction
of the management and policies of such Person, whether by ownership of voting equity, by contract, or otherwise.
ARP means the American Rescue Plan Act of 2021.
Benefits means, without duplication of any amounts counted as Salary or Wages, pension expenses in respect of Employees, all
expenses for accident, sickness, hospital, and death benefits to Employees, and the cost of insurance to provide such benefits; any
Severance Pay or Other Benefits payable to Employees pursuant to a bona fide voluntary early retirement program or voluntary
furlough; and any other similar expenses paid by the Recipient for the benefit of Employees, including any other fringe benefit
expense described in lines 10 and 11 of Financial Reporting Schedule P-6, Form 41, as published by the Department of
Transportation, but excluding any Federal, state, or local payroll taxes paid by the Recipient.
Corporate Officer means, with respect to the Recipient, its president; any vice president in charge of a principal business unit,
division, or function (such as sales, administration or finance); any other officer who performs a policy-making function; or any
other person who performs similar policy making functions for the Recipient. Executive officers of subsidiaries or parents of the
Recipient may be deemed Corporate Officers of the Recipient if they perform such policy-making functions for the Recipient.
2

Employee means an individual who is employed by the Recipient and whose principal place of employment is in the United States
(including its territories and possessions), including salaried, hourly, full-time, part-time, temporary, and leased employees, but
excluding any individual who is a Corporate Officer or independent contractor.
Involuntary Termination or Furlough means the Recipient terminating the employment of one or more Employees or requiring one
or more Employees to take a temporary suspension or unpaid leave for any reason, including a shut-down or slow-down of
business; provided, however, that an Involuntary Termination or Furlough does not include a Permitted Termination or Furlough.
Maximum Awardable Amount means the amount determined by the Secretary with respect to the Recipient pursuant to section
7301(b)(2) of the ARP.
Payroll Support means funds disbursed by the Secretary to the Recipient under this Agreement, including the first disbursement of
Payroll Support and any Additional Payroll Support Payment.
Permitted Termination or Furlough means, with respect to an Employee, (1) a voluntary furlough, voluntary leave of absence,
voluntary resignation, or voluntary retirement, (2) termination of employment resulting from such Employee’s death or disability,
or (3) the Recipient terminating the employment of such Employee for cause or placing such Employee on a temporary suspension
or unpaid leave of absence for disciplinary reasons, in either case, as reasonably determined by the Recipient acting in good faith.
Person means any natural person, corporation, limited liability company, partnership, joint venture, trust, business association,
governmental entity, or other entity.
PSP1 means the Payroll Support Program established under Division A, Title IV, Subtitle B of the Coronavirus Aid, Relief, and
Economic Security Act (Pub. L. No. 116-136).
PSP2 means the Payroll Support Program Extension established under Subtitle A of Title IV of Division N of the Consolidated
Appropriations Act, 2021.
Recipient means, collectively, the Signatory Entity; its Affiliates that are listed on the signature page hereto as Additional
Recipients; and their respective heirs, executors, administrators, successors, and assigns.
Salary means, without duplication of any amounts counted as Benefits, a predetermined regular payment, typically paid on a
weekly or less frequent basis but which may be expressed as an hourly, weekly, annual or other rate, as well as cost-of-living
differentials, vacation time, paid time off, sick leave, and overtime pay, paid by the Recipient to its Employees, but excluding any
Federal, state, or local payroll taxes paid by the Recipient.
Secretary means the Secretary of the Treasury.
Severance Pay or Other Benefits means any severance payment or other similar benefits, including cash payments, health care
benefits, perquisites, the enhancement or acceleration of the payment or vesting of any payment or benefit or any other in-kind
benefit payable (whether in lump sum or over time, including after October 1, 2022) by the Recipient to a Corporate Officer or
Employee in connection with any termination of such Corporate Officer’s or Employee’s
3

employment (including, without limitation, resignation, severance, retirement, or constructive termination), which shall be
determined and calculated in respect of any Employee or Corporate Officer of the Recipient in the manner prescribed in 17 CFR
229.402(j) (without regard to its limitation to the five most highly compensated executives and using the actual date of termination
of employment rather than the last business day of the Recipient’s last completed fiscal year as the trigger event).
Signatory Entity means the passenger air carrier or contractor that has entered into this Agreement.
Taxpayer Protection Instruments means warrants, options, preferred stock, debt securities, notes, or other financial instruments
issued by the Recipient or an Affiliate to Treasury as compensation for the Payroll Support under this Agreement, if applicable.
Total Compensation means compensation including salary, wages, bonuses, awards of stock, and any other financial benefits
provided by the Recipient or an Affiliate, as applicable, which shall be determined and calculated for the 2019 calendar year or any
applicable 12-month period in respect of any Employee or Corporate Officer of the Recipient in the manner prescribed under
paragraph e.6 of the award term in 2 CFR part 170, App. A, but excluding any Severance Pay or Other Benefits in connection with
a termination of employment.
Wage means, without duplication of any amounts counted as Benefits, a payment, typically paid on an hourly, daily, or piecework
basis, including cost-of-living differentials, vacation, paid time off, sick leave, and overtime pay, paid by the Recipient to its
Employees, but excluding any Federal, state, or local payroll taxes paid by the Recipient.
PAYROLL SUPPORT PAYMENTS
1. Upon the execution of this Agreement by Treasury and the Recipient, the Secretary shall approve the Recipient to receive
Payroll Support.
2. The Recipient may receive Payroll Support in multiple payments up to the Maximum Awardable Amount, and the amounts
(individually and in the aggregate) and timing of such payments will be determined by the Secretary in her sole discretion. The
Secretary may, in her sole discretion, increase or reduce the Maximum Awardable Amount consistent with section 7301 of the
ARP.
3. The Secretary may determine in her sole discretion that any Payroll Support shall be conditioned on, and subject to,
compliance by the Recipient with all applicable requirements under (a) PSP2 and (b) PSP1 if the Recipient received financial
assistance in PSP1, and such additional terms and conditions (including the receipt of, and any terms regarding, Taxpayer
Protection Instruments) to which the parties may agree in writing.
TERMS AND CONDITIONS
Retaining and Paying Employees
4. The Recipient shall use the Payroll Support exclusively for the continuation of payment of Wages, Salaries, and Benefits to the
Employees of the Recipient.
4

a. Furloughs and Layoffs. The Recipient shall not conduct an Involuntary Termination or Furlough of any Employee
between the date of this Agreement and September 30, 2021 or the date on which the Recipient has expended all of the
Payroll Support, whichever is later.
b. Employee Salary, Wages, and Benefits
i. Salary and Wages. Except in the case of a Permitted Termination or Furlough, the Recipient shall not, between
the date of this Agreement and September 30, 2021 or the date on which the Recipient has expended all of the
Payroll Support, whichever is later, reduce, without the Employee’s consent, (A) the pay rate of any Employee
earning a Salary, or (B) the pay rate of any Employee earning Wages.
ii. Benefits. Except in the case of a Permitted Termination or Furlough, the Recipient shall not, between the date of
this Agreement and September 30, 2021 or the date on which the Recipient has expended all of the Payroll
Support, whichever is later, reduce, without the Employee’s consent, the Benefits of any Employee; provided,
however, that for purposes of this paragraph, personnel expenses associated with the performance of work
duties, including those described in line 10 of Financial Reporting Schedule P-6, Form 41, as published by the
Department of Transportation, may be reduced to the extent the associated work duties are not performed.
Dividends and Buybacks
5. Through September 30, 2022, neither the Recipient nor any Affiliate shall, in any transaction, purchase an equity security of
the Recipient or of any direct or indirect parent company of the Recipient that, in either case, is listed on a national securities
exchange.
6. Through September 30, 2022, the Recipient shall not pay dividends, or make any other capital distributions, with respect to the
common stock (or equivalent equity interest) of the Recipient.
Limitations on Certain Compensation
7. Beginning April 1, 2021, and ending April 1, 2023, the Recipient and its Affiliates shall not pay any of the Recipient’s
Corporate Officers or Employees whose Total Compensation exceeded $425,000 in calendar year 2019 (other than an
Employee whose compensation is determined through an existing collective bargaining agreement entered into before March
11, 2021):
a. Total Compensation which exceeds, during any 12 consecutive months of such two-year period, the Total
Compensation the Corporate Officer or Employee received in calendar year 2019; or
b. Severance Pay or Other Benefits in connection with a termination of employment with the Recipient which exceed
twice the maximum Total Compensation received by such Corporate Officer or Employee in calendar year 2019.
5

8. Beginning April 1, 2021, and ending April 1, 2023, the Recipient and its Affiliates shall not pay, during any 12 consecutive
months of such two-year period, any of the Recipient’s Corporate Officers or Employees whose Total Compensation exceeded
$3,000,000 in calendar year 2019 Total Compensation in excess of the sum of:
a. $3,000,000; and
b. 50 percent of the excess over $3,000,000 of the Total Compensation received by such Corporate Officer or Employee in
calendar year 2019.
9. For purposes of determining applicable amounts under paragraphs 7 and 8 with respect to any Corporate Officer or Employee
who was employed by the Recipient or an Affiliate for less than all of calendar year 2019, the amount of Total Compensation
in calendar year 2019 shall mean such Corporate Officer’s or Employee’s Total Compensation on an annualized basis.
Service and Eligibility
10.1 If the Recipient is an air carrier, until March 1, 2022, the Recipient shall comply with any applicable requirement issued by
the Secretary of Transportation under section 407 of the PSP Extension Law to maintain scheduled air transportation service to
any point served by the Recipient before March 1, 2020.
10.2 The Recipient represents, warrants, and certifies that as of March 31, 2021, the Recipient:
i.

provided air transportation as an air carrier, as defined under 49 U.S.C. § 40102; or

ii.

(i) performed, under contract with a passenger air carrier conducting operations under 14 CFR part 121, (A) catering
functions; or (B) functions on the property of an airport that were directly related to the air transportation of persons,
property, or mail, including the loading and unloading of property on aircraft, assistance to passengers under 14 CFR
part 382, security, airport ticketing and check-in functions, groundhandling of aircraft, or aircraft cleaning and
sanitization functions and waste removal; or (ii) was a subcontractor that performed such functions.

10.3 The Recipient represents, warrants, and certifies that between March 31, 2021, and the effective date of this Agreement, it has
not:
a. conducted an Involuntary Termination or Furlough;
b. reduced, without the Employee’s consent, (i) the pay rate of any Employee earning a Salary, or (ii) the pay rate of any
Employee earning Wages; or
c. except in the case of a Permitted Termination or Furlough, reduced, without the Employee’s consent, the Benefits of
any Employee (provided, however, that for purposes of this subparagraph, personnel expenses associated with the
performance of work duties, including those described in line 10 of Financial Reporting Schedule P-6, Form 41, as
published by the Department of Transportation, may be reduced to the extent the associated work duties are not
performed).
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Effective Date
11. This Agreement shall be effective as of the date of its execution by both parties.
Reporting and Auditing
12. Until the calendar quarter that begins after the later of January 1, 2023, and the date on which no Taxpayer Protection
Instrument is outstanding, not later than 45 days after the end of each of the first three calendar quarters of each calendar year
and 90 days after the end of each calendar year, the Signatory Entity, on behalf of itself and each other Recipient, shall certify
to Treasury that it is in compliance with the terms and conditions of this Agreement and provide a report containing the
following:
a. the amount of Payroll Support funds expended during such quarter;
b. the Recipient’s financial statements (audited by an independent certified public accountant, in the case of annual
financial statements);
c. a copy of the Recipient’s IRS Form 941 filed with respect to such quarter; and
d. a detailed summary describing, with respect to the Recipient, (a) any changes in Employee headcount during such
quarter and the reasons therefor, including any Involuntary Termination or Furlough, (b) any changes in the
amounts spent by the Recipient on Employee Wages, Salary, and Benefits during such quarter, and (c) any changes
in Total Compensation for, and any Severance Pay or Other Benefits in connection with the termination of,
Corporate Officers and Employees subject to limitation under this Agreement during such quarter; and the reasons
for any such changes.
13. If the Recipient or any Affiliate, or any Corporate Officer of the Recipient or any Affiliate, becomes aware of facts, events, or
circumstances that may materially affect the Recipient’s compliance with the terms and conditions of this Agreement, the
Recipient or Affiliate shall promptly provide Treasury with a written description of the events or circumstances and any action
taken, or contemplated, to address the issue.
14. In the event the Recipient contemplates any action to commence a bankruptcy or insolvency proceeding in any jurisdiction, the
Recipient shall promptly notify Treasury.
15. The Recipient shall:
a. Promptly provide to Treasury and the Treasury Inspector General a copy of any Department of Transportation
Inspector General report, audit report, or report of any other oversight body, that is received by the Recipient
relating to this Agreement.
b. Immediately notify Treasury and the Treasury Inspector General of any indication of fraud, waste, abuse, or
potentially criminal activity pertaining to the Payroll Support.
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c. Promptly provide Treasury with any information Treasury may request relating to compliance by the Recipient and
its Affiliates with this Agreement.
16. The Recipient and Affiliates will provide Treasury, the Treasury Inspector General, and such other entities as authorized by
Treasury timely and unrestricted access to all documents, papers, or other records, including electronic records, of the
Recipient related to the Payroll Support, to enable Treasury and the Treasury Inspector General to make audits, examinations,
and otherwise evaluate the Recipient’s compliance with the terms of this Agreement. This right also includes timely and
reasonable access to the Recipient’s and its Affiliates’ personnel for the purpose of interview and discussion related to such
documents. This right of access shall continue as long as records are required to be retained. In addition, the Recipient will
provide timely reports as reasonably required by Treasury, the Treasury Inspector General, and such other entities as authorized
by Treasury to comply with applicable law and to assess program effectiveness.
Recordkeeping and Internal Controls
17. If the Recipient is a debtor as defined under 11 U.S.C. § 101(13), the Payroll Support funds, any claim or account receivable
arising under this Agreement, and any segregated account holding funds received under this Agreement shall not constitute or
become property of the estate under 11 U.S.C. § 541.
18. The Recipient shall expend and account for Payroll Support funds in a manner sufficient to:
a. Permit the preparation of accurate, current, and complete quarterly reports as required under this Agreement.
b. Permit the tracing of funds to a level of expenditures adequate to establish that such funds have been used as
required under this Agreement.
19. The Recipient shall establish and maintain effective internal controls over the Payroll Support; comply with all requirements
related to the Payroll Support established under applicable Federal statutes and regulations; monitor compliance with Federal
statutes, regulations, and the terms and conditions of this Agreement; and take prompt corrective actions in accordance with
audit recommendations. The Recipient shall promptly remedy any identified instances of noncompliance with this Agreement.
20. The Recipient and Affiliates shall retain all records pertinent to the receipt of Payroll Support and compliance with the terms
and conditions of this Agreement (including by suspending any automatic deletion functions for electronic records, including
e-mails) for a period of three years following the period of performance. Such records shall include all information necessary
to substantiate factual representations made in the supporting documents submitted by the Recipient related to the Payroll
Support, including ledgers and sub-ledgers, and the Recipient’s and Affiliates’ compliance with this Agreement. While
electronic storage of records (backed up as appropriate) is preferable, the Recipient and Affiliates may store records in
hardcopy (paper) format. The term “records” includes all relevant financial and
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accounting records and all supporting documentation for the information reported on the Recipient’s quarterly reports.
21. If any litigation, claim, investigation, or audit relating to the Payroll Support is started before the expiration of the three-year
period, the Recipient and Affiliates shall retain all records described in paragraph 20 until all such litigation, claims,
investigations, or audit findings have been completely resolved and final judgment entered or final action taken.
Remedies
22. If Treasury believes that an instance of noncompliance by the Recipient or an Affiliate with (a) this Agreement, (b) section
7301 of the ARP, or (c) the Internal Revenue Code of 1986 as it applies to the receipt of Payroll Support has occurred, Treasury
may notify the Recipient in writing of its proposed determination of noncompliance, provide an explanation of the nature of the
noncompliance, and specify a proposed remedy. Upon receipt of such notice, the Recipient shall, within seven days, accept
Treasury’s proposed remedy, propose an alternative remedy, or provide information and documentation contesting Treasury’s
proposed determination. Treasury shall consider any such submission by the Recipient and make a final written determination,
which will state Treasury’s findings regarding noncompliance and the remedy to be imposed.
23. If Treasury makes a final determination under paragraph 22 that an instance of noncompliance has occurred, Treasury may, in
its sole discretion, withhold any Additional Payroll Support Payments; require the repayment of the amount of any previously
disbursed Payroll Support, with appropriate interest; require additional reporting or monitoring; initiate suspension or
debarment proceedings as authorized under 2 CFR Part 180; terminate this Agreement; or take any such other action as
Treasury, in its sole discretion, deems appropriate.
24. Treasury may make a final determination regarding noncompliance without regard to paragraph 22 if Treasury determines, in
its sole discretion, that such determination is necessary to protect a material interest of the Federal Government. In such event,
Treasury shall notify the Recipient of the remedy that Treasury, in its sole discretion, shall impose, after which the Recipient
may contest Treasury’s final determination or propose an alternative remedy in writing to Treasury. Following the receipt of
such a submission by the Recipient, Treasury may, in its sole discretion, maintain or alter its final determination.
25. Any final determination of noncompliance and any final determination to take any remedial action described herein shall not
be subject to further review. To the extent permitted by law, the Recipient waives any right to judicial review of any such
determinations and further agrees not to assert in any court any claim arising from or relating to any such determination or
remedial action.
26. Instead of, or in addition to, the remedies listed above, Treasury may refer any noncompliance or any allegations of fraud,
waste, or abuse to the Treasury Inspector General.
27. Treasury, in its sole discretion, may grant any request by the Recipient for termination of this Agreement, which such request
shall be in writing and shall include the reasons for such
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termination, the proposed effective date of the termination, and the amount of any unused Payroll Support funds the Recipient
requests to return to Treasury. Treasury may, in its sole discretion, determine the extent to which the requirements under this
Agreement may cease to apply following any such termination.
28. If Treasury determines that any remaining portion of the Payroll Support will not accomplish the purpose of this Agreement,
Treasury may terminate this Agreement in its entirety to the extent permitted by law.
Debts
29. Any Payroll Support in excess of the amount which Treasury determines, at any time, the Recipient is authorized to receive or
retain under the terms of this Agreement constitutes a debt to the Federal Government.
30. Any debts determined to be owed by the Recipient to the Federal Government shall be paid promptly by the Recipient. A debt
is delinquent if it has not been paid by the date specified in Treasury’s initial written demand for payment, unless other
satisfactory arrangements have been made. Interest, penalties, and administrative charges shall be charged on delinquent debts
in accordance with 31 U.S.C. § 3717, 31 CFR 901.9, and paragraphs 31 and 32. Treasury will refer any debt that is more than
180 days delinquent to Treasury’s Bureau of the Fiscal Service for debt collection services.
31. Penalties on any debts shall accrue at a rate of not more than 6 percent per year or such other higher rate as authorized by law.
32. Administrative charges relating to the costs of processing and handling a delinquent debt shall be determined by Treasury.
33. The Recipient shall not use funds from other federally sponsored programs to pay a debt to the government arising under this
Agreement.
Protections for Whistleblowers
34. In addition to other applicable whistleblower protections, in accordance with 41 U.S.C. § 4712, the Recipient shall not
discharge, demote, or otherwise discriminate against an Employee as a reprisal for disclosing information to a Person listed
below that the Employee reasonably believes is evidence of gross mismanagement of a Federal contract or grant, a gross waste
of Federal funds, an abuse of authority relating to a Federal contract or grant, a substantial and specific danger to public health
or safety, or a violation of law, rule, or regulation related to a Federal contract (including the competition for or negotiation of a
contract) or grant:
a. A Member of Congress or a representative of a committee of Congress;
b. An Inspector General;
c. The Government Accountability Office;
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d. A Treasury employee responsible for contract or grant oversight or management;
e. An authorized official of the Department of Justice or other law enforcement agency;
f. A court or grand jury; or
g. A management official or other Employee of the Recipient who has the responsibility to investigate, discover, or
address misconduct.
Lobbying
35. The Recipient shall comply with the provisions of 31 U.S.C. § 1352, as amended, and with the regulations at 31 CFR Part 21.
Non-Discrimination
36. The Recipient shall comply with, and hereby assures that it will comply with, all applicable Federal statutes and regulations
relating to nondiscrimination including:
a. Title VI of the Civil Rights Act of 1964 (42 U.S.C. § 2000d et seq.), including Treasury’s implementing regulations
at 31 CFR Part 22;
b. Section 504 of the Rehabilitation Act of 1973, as amended (29 U.S.C. § 794);
c. The Age Discrimination Act of 1975, as amended (42 U.S.C. §§ 6101–6107), including Treasury’s implementing
regulations at 31 CFR Part 23 and the general age discrimination regulations at 45 CFR Part 90; and
d. The Air Carrier Access Act of 1986 (49 U.S.C. § 41705).
Additional Reporting
37. Within seven days after the date of this Agreement, the Recipient shall register in SAM.gov, and thereafter maintain the
currency of the information in SAM.gov until at least January 1, 2023. The Recipient shall review and update such information
at least annually after the initial registration, and more frequently if required by changes in the Recipient’s information. The
Recipient agrees that this Agreement and information related thereto, including the Maximum Awardable Amount and any
executive total compensation reported pursuant to paragraph 38, may be made available to the public through a U.S.
Government website, including SAM.gov.
38. For purposes of paragraph 37, the Recipient shall report total compensation as defined in paragraph e.6 of the award term in 2
CFR part 170, App. A for each of the Recipient’s five most highly compensated executives for the preceding completed fiscal
year, if:
a. the total Payroll Support is $25,000 or more;
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b. in the preceding fiscal year, the Recipient received:
i. 80 percent or more of its annual gross revenues from Federal procurement contracts (and subcontracts) and
Federal financial assistance, as defined at 2 CFR 170.320 (and subawards); and
ii. $25,000,000 or more in annual gross revenues from Federal procurement contracts (and subcontracts) and
Federal financial assistance, as defined at 2 CFR 170.320 (and subawards); and
c. the public does not have access to information about the compensation of the executives through periodic reports
filed under section 13(a) or 15(d) of the Securities Exchange Act of 1934 (15 U.S.C. 78m(a), 78o(d)) or section
6104 of the Internal Revenue Code of 1986. To determine if the public has access to the compensation information,
the Recipient shall refer to U.S. Securities and Exchange Commission total compensation filings at
http://www.sec.gov/answers/execomp.htm.
39. The Recipient shall report executive total compensation described in paragraph 38:
a. as part of its registration profile at https://www.sam.gov; and
b. within five business days after the end of each month following the month in which this Agreement becomes
effective, and annually thereafter.
40. The Recipient agrees that, from time to time, it will, at its own expense, promptly upon reasonable request by Treasury, execute
and deliver, or cause to be executed and delivered, or use its commercially reasonable efforts to procure, all instruments,
documents and information, all in form and substance reasonably satisfactory to Treasury, to enable Treasury to ensure
compliance with, or effect the purposes of, this Agreement, which may include, among other documents or information, (a)
certain audited financial statements of the Recipient, (b) documentation regarding the Recipient’s revenues derived from its
business as a passenger air carrier or regarding the passenger air carriers for which the Recipient provides services as a
contractor (as the case may be), and (c) the Recipient’s most recent quarterly Federal tax returns. The Recipient agrees to
provide Treasury with such documents or information promptly.
41. If the total value of the Recipient’s currently active grants, cooperative agreements, and procurement contracts from all Federal
awarding agencies exceeds $10,000,000 for any period before termination of this Agreement, then the Recipient shall make
such reports as required by 2 CFR part 200, Appendix XII.
Other
42. [Reserved]
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43. Notwithstanding any other provision of this Agreement, the Recipient has no right to, and shall not, transfer, pledge, mortgage,
encumber, or otherwise assign this Agreement or any Payroll Support provided under this Agreement, or any interest therein,
or any claim, account receivable, or funds arising thereunder or accounts holding Payroll Support, to any party, bank, trust
company, or other Person without the express written approval of Treasury.
44. The Signatory Entity will cause its Affiliates to comply with all of their obligations under or relating to this Agreement.
45. Unless otherwise provided in guidance issued by Treasury or the Internal Revenue Service, the form of any Taxpayer
Protection Instrument held by Treasury and any subsequent holder will be treated as such form for purposes of the Internal
Revenue Code of 1986 (for example, a Taxpayer Protection Instrument in the form of a note will be treated as indebtedness for
purposes of the Internal Revenue Code of 1986).
46. This Agreement may not be amended or modified except pursuant to an agreement in writing entered into by the Recipient and
Treasury, except that Treasury may unilaterally amend this Agreement if required in order to comply with applicable Federal
law or regulation.
47. Subject to applicable law, Treasury may, in its sole discretion, waive any term or condition under this Agreement imposing a
requirement on the Recipient or any Affiliate.
48. This Agreement shall bind and inure to the benefit of the parties and their respective heirs, executors, administrators,
successors, and assigns.
49. The Recipient represents and warrants to Treasury that this Agreement, and the issuance and delivery to Treasury of the
Taxpayer Protection Instruments, if applicable, have been duly authorized by all requisite corporate and, if required,
stockholder action, and will not result in the violation by the Recipient of any provision of law, statute, or regulation, or of the
articles of incorporation or other constitutive documents or bylaws of the Recipient, or breach or constitute an event of default
under any material contract to which the Recipient is a party.
50. The Recipient represents and warrants to Treasury that this Agreement has been duly executed and delivered by the Recipient
and constitutes a legal, valid, and binding obligation of the Recipient enforceable against the Recipient in accordance with its
terms.
51. This Agreement may be executed in counterparts, each of which shall constitute an original, but all of which together shall
constitute a single contract.
52. The words “execution,” “signed,” “signature,” and words of like import in any assignment shall be deemed to include
electronic signatures or the keeping of records in electronic form, each of which shall be of the same legal effect, validity or
enforceability as a manually executed signature or the use of a paper-based recordkeeping system, as the case may be, to the
extent and as provided for in any applicable law, including the Federal Electronic Signatures in Global and National Commerce
Act, the New York State Electronic Signatures and Records Act, or any other similar state laws based on the Uniform
Electronic Transactions Act. Notwithstanding anything herein to the contrary, delivery of an executed counterpart of a
signature page of this Agreement by electronic means, or confirmation of the
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execution of this Agreement on behalf of a party by an email from an authorized signatory of such party, shall be effective as
delivery of a manually executed counterpart of this Agreement.
53. The captions and paragraph headings appearing herein are included solely for convenience of reference and are not intended to
affect the interpretation of any provision of this Agreement.
54. This Agreement is governed by and shall be construed in accordance with Federal law. Insofar as there may be no applicable
Federal law, this Agreement shall be construed in accordance with the laws of the State of New York, without regard to any
rule of conflicts of law (other than section 5-1401 of the New York General Obligations Law) that would result in the
application of the substantive law of any jurisdiction other than the State of New York.
55. Nothing in this Agreement shall require any unlawful action or inaction by either party.
56. The requirement pertaining to trafficking in persons at 2 CFR 175.15(b) is incorporated herein and made applicable to the
Recipient.
57. This Agreement, together with the attachments hereto, including the Payroll Support Program 3 Certification and any attached
terms regarding Taxpayer Protection Instruments, constitute the entire agreement of the parties relating to the subject matter
hereof and supersede any previous agreements and understandings, oral or written, relating to the subject matter hereof. There
may exist other agreements between the parties as to other matters, which are not affected by this Agreement and are not
included within this integration clause.
58. No failure by either party to insist upon the strict performance of any provision of this Agreement or to exercise any right or
remedy hereunder, and no acceptance of full or partial Payroll Support (if applicable) or other performance by either party
during the continuance of any such breach, shall constitute a waiver of any such breach of such provision.
ATTACHMENT
Payroll Support Program 3 Certification of Corporate Officer of Recipient
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PAYROLL SUPPORT PROGRAM 3
CERTIFICATION OF CORPORATE OFFICER OF RECIPIENT
In connection with the Payroll Support Program 3 Agreement (Agreement) between Frontier Airlines, Inc. and the Department of
the Treasury (Treasury) relating to Payroll Support being provided by Treasury to the Recipient under section 7301 of the
American Rescue Plan Act of 2021, I hereby certify under penalty of perjury to the Treasury that all of the following are true and
correct. Capitalized terms used but not defined herein have the meanings set forth in the Agreement.
(1) I have the authority to make the following representations on behalf of myself and the Recipient. I understand that
these representations will be relied upon as material in the decision by Treasury to provide Payroll Support to the Recipient.
(2) The information, certifications, attachments, and other information provided by the Recipient to Treasury related to the
Payroll Support are true and correct and do not contain any materially false, fictitious, or fraudulent statement, nor any
concealment or omission of any material fact.
(3) The Recipient has the legal authority to apply for the Payroll Support, and it has the institutional, managerial, and
financial capability to comply with all obligations, terms, and conditions set forth in the Agreement and any attachment
thereto.
(4) The Recipient and any Affiliate will give Treasury, Treasury’s designee or the Treasury Office of Inspector General (as
applicable) access to, and opportunity to examine, all documents, papers, or other records of the Recipient or Affiliate pertinent
to the provision of Payroll Support made by Treasury to the Recipient, in order to make audits, examinations, excerpts, and
transcripts.
(5) No Federal appropriated funds, including Payroll Support, have been paid or will be paid, by or on behalf of the
Recipient, to any person for influencing or attempting to influence an officer or employee of an agency, a Member of Congress,
an officer or employee of Congress, or an employee of a Member of Congress in connection with the awarding of any Federal
contract, the making of any Federal grant, the making of any Federal loan, the entering into of any cooperative agreement, and
the extension, continuation, renewal, amendment, or modification of any Federal contract, grant, loan, or cooperative
agreement.
(6) If the Payroll Support exceeds $100,000, the Recipient shall comply with the disclosure requirements in 31 CFR Part 21
regarding any amounts paid for influencing or attempting to influence an officer or employee of any agency, a Member of
Congress, an officer or employee of Congress, or an employee of a Member of Congress in connection with the Payroll
Support.

I acknowledge that a materially false, fictitious, or fraudulent statement (or concealment or omission of a material fact) in
this certification may be the subject of criminal prosecution and also may subject me and the Recipient to civil penalties
and/or administrative remedies for false claims or otherwise.
/s/ James Dempsey

/s/ Howard Diamond

Corporate Officer of Signatory Entity

Second Authorized Representative

Name: James Dempsey
Title: Chief Financial Officer
Date: April 29, 2021

Name: Howard Diamond
Title: General Counsel and Secretary
Date: April 29, 2021

Exhibit 10.9
PROMISSORY NOTE
THE SECURITIES REPRESENTED BY THIS INSTRUMENT HAVE NOT BEEN REGISTERED UNDER THE SECURITIES ACT OF 1933, AS
AMENDED, OR THE SECURITIES LAWS OF ANY STATE AND MAY NOT BE TRANSFERRED, SOLD OR OTHERWISE DISPOSED OF EXCEPT
WHILE A REGISTRATION STATEMENT RELATING THERETO IS IN EFFECT UNDER SUCH ACT AND APPLICABLE STATE SECURITIES
LAWS OR PURSUANT TO AN EXEMPTION FROM REGISTRATION UNDER SUCH ACT OR SUCH LAWS.
Reference is made to that certain Payroll Support Program 3 Agreement (“PSP3 Agreement”) dated as of the date hereof by and among Frontier Airlines,
Inc., a Colorado corporation (“Carrier”), having an office at 4545 Airport Way, Denver, CO 80239 and the United States Department of the Treasury
(“Treasury”), having an office at 1500 Pennsylvania Avenue, NW, Washington, D.C. 20220, entered into by Issuer and Treasury pursuant to the American
Rescue Plan Act of 2021 (March 11, 2021) (“PSP3 Extension Law”).
WHEREAS, Carrier has requested that Treasury provide financial assistance to Carrier and certain of its Affiliates (as defined below) that are Recipients (as
defined in the PSP3 Agreement) that shall be used for the continuation of payment of employee wages, salaries, and benefits as is permissible under Section
7301(b)(1) of the PSP3 Extension Law.
WHEREAS, as appropriate compensation to the Federal Government of the United States of America for the provision of financial assistance under the
PSP3 Agreement, Frontier Group Holdings, Inc., a Delaware corporation and parent of Carrier (“Issuer”), has agreed to issue this Promissory Note (“Note”)
to Treasury on the terms and conditions set forth herein.
FOR VALUE RECEIVED, Issuer unconditionally promises to pay to the Holder (as defined below) the principal sum of ZERO DOLLARS ($0.00), subject
to increases and/or decreases made pursuant to Section 2.1, as permissible under the PSP3 Agreement, or Section 2.3, in each case as noted by the Holder in
Schedule I (the “Principal Amount”), outstanding hereunder, together with all accrued interest thereon on the Maturity Date (as defined below) as provided
in this Note. Notations made by the Holder in Schedule I shall be final and conclusive absent manifest error; provided, however, that any failure by the
Holder to make such notations or any error by omission by the Holder in this regard shall not affect the obligation of the Issuer to pay the full amount of the
principal of and interest on the Note or any other amount owing hereunder.

1 DEFINITIONS
1.1 Defined Terms. As used in this Note, capitalized terms have the meanings specified in Annex A.
1.2 Terms Generally. The definitions of terms herein shall apply equally to the singular and plural forms of the terms defined. Whenever the context may
require, any pronoun shall include the corresponding masculine, feminine and neuter forms. The words “include,” “includes” and “including” shall be
deemed to be followed by the phrase “without limitation.” The word “will” shall be construed to have the same meaning and effect as the word “shall.” The
word “or” is not exclusive. The word “year” shall refer (i) in the case of a leap year, to a year of three hundred sixty-six (366) days, and (ii) otherwise, to a
year of three hundred sixty-five (365) days. Unless the context requires otherwise (a) any definition of or reference to any agreement, instrument or other
document herein shall be construed as referring to such agreement, instrument or other document as from time to time amended, supplemented or otherwise
modified (subject to any restrictions on such amendments, supplements or modifications set forth herein), (b) any reference herein to any Person shall be
construed to include such Person’s successors and assigns, (c) the words “herein,” “hereof” and “hereunder,” and words of similar import, shall be construed
to refer to this Note in its entirety and not to any particular provision hereof, (d) all references herein to Sections, Annexes and Schedules shall be construed
to refer to Sections of, and Annexes and Schedules to, this Note, (e) any reference to any law or regulation herein shall, unless otherwise specified, refer to
such law or regulation as amended, modified or supplemented from time to time, and (f) the words “asset” and “property” shall be construed to have the
same meaning and effect and to refer to any and all tangible and intangible assets and properties, including cash, securities, accounts and contract rights.
1.3 Accounting Terms. All accounting terms not otherwise defined herein shall be construed in conformity with GAAP, as in effect from time to time.

1

2 NOTE
2.1 Principal Amount. Upon any disbursement to Carrier under the PSP3 Agreement after the Closing Date, the Principal Amount of this Note shall be
increased in an amount equal to 30 % of any such disbursement; provided, however, that no increases in the Principal Amount of this Note shall occur
pursuant to this Section until the aggregate principal amount of any disbursements to Carrier under the PSP3 Agreement is greater than $100,000,000.
2.2 Maturity Date. The aggregate unpaid principal amount of the Note, all accrued and unpaid interest, and all other amounts payable under this Note shall be
due and payable on the Maturity Date, unless otherwise provided in Section 5.1.
2.3 Prepayments.
(a) Optional Prepayments. The Issuer may, upon written notice to the Holder, at any time and from time to time prepay the Note in whole or in part without
premium or penalty in a minimum aggregate principal amount equal to the lesser of $5,000,000 and the Principal Amount outstanding.
(b) Mandatory Prepayments. If a Change of Control occurs, within thirty (30) days following the occurrence of such Change of Control, the Issuer shall
prepay the aggregate principal amount outstanding under the Note and any accrued interest or other amounts owing under the Note. The Issuer will not, and
will not permit any Subsidiary to, enter into any Contractual Obligation (other than this Note) that, directly or indirectly, restricts the ability of the Issuer or
any Subsidiary to make such prepayment hereunder.
2.4 Interest.
(a) Interest Rate. Subject to paragraph (b) of this Section, the Note shall bear interest on the Principal Amount outstanding from time to time at a rate per
annum equal to 1.00% until the fifth anniversary of the Closing Date, and the Applicable SOFR Rate plus 2.00% thereafter until the Maturity Date. All
interest hereunder shall be computed on the basis of the actual number of days in each interest period and a year of 365 or 366 days, as applicable, until the
fifth anniversary of the Closing Date and computed in a manner determined by the Holder thereafter, based on prevailing customary market conventions for
the use of the Applicable SOFR Rate in floating-rate debt instruments at the time of the announcement of the Applicable SOFR Rate. Each interest period
will be from, and including, the Closing Date, or from and including the most recent interest payment date to which interest has been paid or provided for, to,
but excluding the next interest payment date.
(b) Default Interest. If any amount payable by the Issuer or any Guarantor under this Note (including principal of the Note, interest, fees or other amount) is
not paid when due, whether at stated maturity, upon acceleration or otherwise, such amount shall thereafter bear interest at a rate per annum equal to the
applicable Default Rate. While any Event of Default exists, the Issuer or any Guarantor shall pay interest on the principal amount of the Note outstanding
hereunder at a rate per annum equal to the applicable Default Rate.
(c)Payment Dates. Accrued interest on the Note shall be payable in arrears on the last Business Day of March and September of each year, beginning with
September 30, 2021 , and on the Maturity Date and at such other times as may be specified herein; provided that (i) interest accrued pursuant to paragraph (b)
of this Section shall be payable on demand and (ii) in the event of any repayment or prepayment of the Note, accrued interest on the principal amount repaid
or prepaid shall be payable on the date of such repayment or prepayment.
(d) SOFR Fallback. If, at any time, the Holder or its designee determines that a Benchmark Transition Event has occurred with respect to the Applicable
SOFR Rate or SOFR, or any successor rate, the Holder or its designee will designate a Benchmark Replacement and, as applicable, make Benchmark
Conforming Changes in a manner consistent with the methodology set forth in the ARRC Fallback Provisions. Any determination, decision or election that
may be made by the Holder or its designee pursuant to this Section 2.4(d), and any decision to take or refrain from taking any action or making any
determination, decision or election arising out of or relating to this Section 2.4(d), shall be conclusive and binding absent manifest error, may be made by the
Holder or its designee in its sole discretion, and, notwithstanding anything to the contrary in this Note, shall become effective without the consent of the
Issuer, any Guarantor or any other party. Any terms used in this Section 2.4(d) but not defined in this Note shall be construed in a manner consistent with the
ARRC Fallback Provisions.
2.5 Payments Generally.
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(a) Payments by Issuer. All payments to be made by the Issuer hereunder shall be made without condition or deduction for any counterclaim, defense,
recoupment or setoff. Except as otherwise expressly provided herein, (i) for so long as Treasury is the Holder of this Note, each payment under this Note
shall be paid in immediately available funds by electronic funds transfer to the account of the United States Treasury maintained at the Federal Reserve Bank
of New York specified by Treasury in a written notice to the Issuer, or to such other account as may be specified from time to time by Treasury in a written
notice to the Issuer, or (ii) in the event that Treasury is not the Holder of this Note, then each payment under this Note shall be made in immediately available
funds by electronic funds transfer to such account as shall be specified by the Holder in a written notice to the Issuer, in each case not later than 12:00 noon
(Washington, D.C. time) on the date specified herein. All amounts received by the Holder after such time on any date shall be deemed to have been received
on the next succeeding Business Day and any applicable interest or fees shall continue to accrue. If any payment to be made by the Issuer shall fall due on a
day that is not a Business Day, payment shall be made on the next succeeding Business Day and such extension of time shall be reflected in computing
interest or fees, as the case may be; provided that, if such next succeeding Business Day would fall after the Maturity Date, payment shall be made on the
immediately preceding Business Day. Except as otherwise expressly provided herein, all payments hereunder shall be made in Dollars.
(b) Application of Insufficient Payments. If at any time insufficient funds are received by and available to the Holder to pay fully all amounts of principal,
interest, fees and other amounts then due hereunder, such funds shall be applied (i) first, to pay interest, fees and other amounts then due hereunder, and
(ii) second, to pay principal then due hereunder.

3 REPRESENTATIONS AND WARRANTIES
The Issuer and each Guarantor represents and warrants to the Holder on the Closing Date and is deemed to represent and warrant to the Holder on any date
on which the amount of the Note is increased pursuant to the terms hereof and in accordance with the PSP3 Agreement that:
3.1 Existence, Qualification and Power. The Issuer, each Guarantor and each Subsidiary (a) is duly organized or formed, validly existing and, as applicable,
in good standing under the Laws of the jurisdiction of its incorporation or organization, (b) has all requisite power and authority and all requisite
governmental licenses, authorizations, consents and approvals to (i) own or lease its assets and carry on its business and (ii) execute, deliver and perform its
obligations under the Note, and (c) is duly qualified and is licensed and, as applicable, in good standing under the Laws of each jurisdiction where its
ownership, lease or operation of properties or the conduct of its business requires such qualification or license, except, in each case referred to in clause (a)
(other than with respect to the Issuer and each Guarantor), (b)(i) or (c), to the extent that failure to do so could not reasonably be expected to have a Material
Adverse Effect.
3.2 Authorization; No Contravention. The execution, delivery and performance by the Issuer and each Guarantor of the Note have been duly authorized by
all necessary corporate or other organizational action, and do not and will not (a) contravene the terms of its Organizational Documents, (b) conflict with or
result in any breach or contravention of, or the creation of any Lien under, or require any payment to be made under (i) any material Contractual Obligation
to which the Issuer or any Guarantor is a party or affecting the Issuer or any Guarantor or the material properties of the Issuer, any Guarantor or any
Subsidiary or (ii) any material order, injunction, writ or decree of any Governmental Authority or any arbitral award to which the Issuer, the Guarantor or any
Subsidiary or its property is subject or (c) violate any Law, except to the extent that such violation could not reasonably be expected to have a Material
Adverse Effect.
3.3 Governmental Authorization; Other Consents. No approval, consent, exemption, authorization, or other action by, or notice to, or filing with, any
Governmental Authority or any other Person is necessary or required in connection with the execution, delivery or performance by, or enforcement against,
the Issuer or any Guarantor of this Note, except for such approvals, consents, exemptions, authorizations, actions or notices that have been duly obtained,
taken or made and in full force and effect.
3.4 Execution and Delivery; Binding Effect. This Note has been duly executed and delivered by the Issuer and each Guarantor. This Note constitutes a legal,
valid and binding obligation of the Issuer and each Guarantor, enforceable against the Issuer and each Guarantor in accordance with its terms, except as such
enforceability may be limited by bankruptcy, insolvency, reorganization, receivership, moratorium or other Laws affecting creditors’ rights generally and by
general principles of equity.
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4 COVENANTS
Until all Obligations shall have been paid in full or until any later date as provided for in this Note, the Issuer covenants and agrees with the Holder that:
4.1 Notices. The Issuer will promptly notify the Holder of the occurrence of any Default.
4.2 Guarantors. The Guarantors listed on the signature page to this Note hereby Guarantee the Guaranteed Obligations as set forth in Annex B. If any
Subsidiary (other than an Excluded Subsidiary) is formed or acquired after the Closing Date or if any Subsidiary ceases to be an Excluded Subsidiary, then
the Issuer will cause such Subsidiary to become a Guarantor of this Note within 30 days of such Subsidiary being formed or acquired or of such Subsidiary
ceasing to be an Excluded Subsidiary pursuant to customary documentation reasonably acceptable to the Holder and on the terms and conditions set forth in
Annex B.
4.3 Pari Passu Ranking. The Obligations of the Issuer and any Guaranteed Obligations of any Guarantor under this Note shall be unsecured obligations of the
Issuer and any Guarantor ranking pari passu with all existing and future senior unsecured Indebtedness of the Issuer or any Guarantor that is not
subordinated in right of payment to the holder or lender of such Indebtedness.

5 EVENTS OF DEFAULT
5.1 Events of Default. If any of the following events (each, an “Event of Default”) shall occur:
(a) the Issuer shall fail to pay any principal of the Note when and as the same shall become due and payable, whether at the due date thereof or at a date fixed
for prepayment thereof or otherwise;
(b) the Issuer shall fail to pay any interest on the Note, or any fee or any other amount (other than an amount referred to in clause (a) of this Section) payable
under this Note, when and as the same shall become due and payable, and such failure shall continue unremedied for a period of two (2) or more Business
Days;
(c)any representation or warranty made or deemed made by or on behalf of the Issuer or any Guarantor, including those made prior to the Closing Date, in or
in connection with this Note or any amendment or modification hereof, or any waiver hereunder, or in the PSP3 Agreement, or in any report, certificate,
financial statement or other document furnished pursuant to or in connection with this Note, the PSP3 Agreement or the PSP3 Application or any amendment
or modification hereof or thereof, or any waiver hereunder or thereunder, shall prove to have been incorrect in any material respect (or, in the case of any
such representation or warranty under this Note already qualified by materiality, such representation or warranty shall prove to have been incorrect) when
made or deemed made;
(d) the Issuer shall fail to observe or perform any covenant, condition or agreement contained in Section 4.1;
(e) the Issuer or any Guarantor shall fail to observe or perform any covenant, condition or agreement contained in this Note (other than those specified in
clause (a), (b) or (d) of this Section) and such failure shall continue unremedied for a period of 30 or more days after notice thereof by the Holder to the
Issuer;
(f) (i) the Issuer or any Guarantor shall default in the performance of any obligation relating to any Indebtedness (other than Indebtedness under the Note)
having an aggregate principal amount equal to or greater than $5,000,000 (“Material Indebtedness”) and any applicable grace periods shall have expired and
any applicable notice requirements shall have been complied with, and as a result of such default the holder or holders of such Material Indebtedness or any
trustee or agent on behalf of such holder or holders shall have caused such Material Indebtedness to become due prior to its scheduled final maturity date or
(ii) the Issuer or any Guarantor shall default in the payment of the outstanding principal amount due on the scheduled final maturity date of any Indebtedness
outstanding under one or more agreements of the Issuer or any Guarantor, any applicable grace periods shall have expired and any applicable notice
requirements shall have been complied with and such failure to make payment when due shall be continuing for a period of more than five (5) consecutive
Business Days following the applicable scheduled final maturity date or the applicable grace period thereunder, in an aggregate principal amount at any
single time unpaid exceeding $5,000,000;
(g) an involuntary proceeding shall be commenced or an involuntary petition shall be filed seeking (i) liquidation, reorganization or other relief in respect of
the Issuer, any Guarantor or any Subsidiary or its debts, or of a substantial part of its assets, under any Debtor Relief Law now or hereafter in effect or (ii) the
appointment of a receiver, trustee, custodian, sequestrator, conservator or similar official for the Issuer or any of its Subsidiaries or for a substantial part
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of its assets, and, in any such case, such proceeding or petition shall continue undismissed for a period of 60 or more days or an order or decree approving or
ordering any of the foregoing shall be entered;
(h) the Issuer, any Guarantor or any Subsidiary shall (i) voluntarily commence any proceeding or file any petition seeking liquidation, reorganization or other
relief under any Debtor Relief Law now or hereafter in effect, (ii) consent to the institution of, or fail to contest in a timely and appropriate manner, any
proceeding or petition described in clause (g) of this Section, (iii) apply for or consent to the appointment of a receiver, trustee, custodian, sequestrator,
conservator or similar official for the Issuer, any Guarantor or any Subsidiary or for a substantial part of its assets, (iv) file an answer admitting the material
allegations of a petition filed against it in any such proceeding or (v) make a general assignment for the benefit of creditors;
(i) the Issuer, any Guarantor or any Subsidiary shall become unable, admit in writing its inability or fail generally to pay its debts as they become due;
(j) there is entered against the Issuer, any Guarantor or any Subsidiary (i) a final judgment or order for the payment of money in an aggregate amount (as to
all such judgments and orders) exceeding an amount equal to or greater than $5,000,000 (to the extent not covered by independent third-party insurance as to
which the insurer has been notified of such judgment or order and has not denied or failed to acknowledge coverage), or (ii) a non-monetary final judgment
or order that, either individually or in the aggregate, has or could reasonably be expected to have a Material Adverse Effect and, in either case,
(A) enforcement proceedings are commenced by any creditor upon such judgment or order, or (B) there is a period of 30 consecutive days during which a
stay of enforcement of such judgment, by reason of a pending appeal or otherwise, is not in effect; or
(k) any material provision of the Note, at any time after its execution and delivery and for any reason other than as expressly permitted hereunder or
satisfaction in full of all Obligations, ceases to be in full force and effect; or the Issuer, any Guarantor or any other Person contests in writing the validity or
enforceability of any provision of the Note; or the Issuer or any Guarantor denies in writing that it has any or further liability or obligation under the Note, or
purports in writing to revoke, terminate or rescind the Note;
then, and in every such event (other than an event with respect to the Issuer or any Guarantor described in clause (g) or (h) of this Section), and at any time
thereafter during the continuance of such event, the Holder may, by notice to the Issuer, take any or all of the following actions, at the same or different
times:
(i) declare any amounts then outstanding under the Note to be due and payable in whole (or in part, in which case any principal not so declared to be due and
payable may thereafter be declared to be due and payable), and thereupon the principal of the Note so declared to be due and payable, together with accrued
interest thereon and all fees and other Obligations of the Issuer accrued hereunder, shall become due and payable immediately, without presentment, demand,
protest or other notice of any kind, all of which are hereby waived by the Issuer and any Guarantor; and
(ii) exercise on all rights and remedies available to it under the Note and Applicable Law;
provided that, in case of any event with respect to the Issuer or any Guarantor described in clause (g) or (h) of this Section, the principal of the Note then
outstanding, together with accrued interest thereon and all fees and other Obligations accrued hereunder, shall automatically become due and payable, in
each case without presentment, demand, protest or other notice of any kind, all of which are hereby waived by the Issuer and any Guarantor.

6 MISCELLANEOUS
6.1 Notices.
(a) Notices Generally. Except in the case of notices and other communications expressly permitted to be given by telephone (and except as provided in
paragraph (b) below), all notices and other communications provided for herein shall be in writing and shall be delivered by hand or overnight courier
service, mailed by certified or registered mail or sent by email as follows:
(i) if to the Issuer or any Guarantor, to Frontier Airlines, Inc., 4545 Airport Way, Denver, CO, 80239, Attention of General Counsel

(Telephone No. ###-###-####; Email: ###);
(ii) if to the Holder, to the Department of the Treasury at 1500 Pennsylvania Avenue, NW, Washington, D.C. 20220, Attention of Assistant

General Counsel (Banking and Finance) (Telephone No. ###-###-####; Email: ###); and
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Notices sent by hand or overnight courier service, or mailed by certified or registered mail, shall be deemed to have been given when received. Notices
delivered through electronic communications, to the extent provided in paragraph (b) below, shall be effective as provided in said paragraph (b).
(b) Electronic Communications. Notices and other communications to the Holder hereunder may be delivered or furnished by electronic communication
(including e-mail, FpML, and Internet or intranet websites) pursuant to procedures approved by the Holder. The Holder, the Issuer or any Guarantor may, in
its discretion, agree to accept notices and other communications to it hereunder by electronic communications pursuant to procedures approved by it;
provided that approval of such procedures may be limited to particular notices or communications.
Unless the Holder otherwise prescribes, (i) notices and other communications sent to an e-mail address shall be deemed received upon the sender’s receipt of
an acknowledgement from the intended recipient (such as by return e-mail or other written acknowledgement), and (ii) notices or communications posted to
an Internet or intranet website shall be deemed received upon the deemed receipt by the intended recipient, at its e-mail address as described in the foregoing
clause (i), of notification that such notice or communication is available and identifying the website address therefor; provided that, for both clauses (i) and
(ii) above, if such notice, email or other communication is not sent during the normal business hours of the recipient, such notice or communication shall be
deemed to have been sent at the opening of business on the next Business Day.
6.2 Waivers; Amendments.
(a) No Waiver; Remedies Cumulative; Enforcement. No failure or delay by the Holder in exercising any right, remedy, power or privilege hereunder shall
operate as a waiver thereof, nor shall any single or partial exercise of any such right, remedy, power or privilege, or any abandonment or discontinuance of
steps to enforce such a right remedy, power or privilege, preclude any other or further exercise thereof or the exercise of any other right remedy, power or
privilege. The rights, remedies, powers and privileges of the Holder hereunder and under the Note are cumulative and are not exclusive of any rights,
remedies, powers or privileges that any such Person would otherwise have.
(b) Amendments, Etc. Except as otherwise expressly set forth in this Note, no amendment or waiver of any provision of this Note, and no consent to any
departure by the Issuer therefrom, shall be effective unless in writing executed by the Issuer and the Holder, and each such waiver or consent shall be
effective only in the specific instance and for the specific purpose for which given.
6.3 Expenses; Indemnity; Damage Waiver.
(a) Costs and Expenses. The Issuer shall pay (i) all reasonable out-of-pocket expenses incurred by the Holder (including the reasonable fees, charges and
disbursements of any counsel for the Holder) in connection with the preparation, negotiation, execution, delivery and administration of this Note and the
PSP3 Agreement, any other agreements or documents executed in connection herewith or therewith, or any amendments, modifications or waivers of the
provisions hereof or thereof (whether or not the transactions contemplated hereby or thereby shall be consummated), and (ii) all out-of-pocket expenses
incurred by the Holder (including the fees, charges and disbursements of any counsel for the Holder), in connection with the enforcement or protection of its
rights in connection with this Note and the PSP3 Agreement, any other agreements or documents executed in connection herewith or therewith, or any
amendments, modifications or waivers of the provisions hereof or thereof (whether or not the transactions contemplated hereby or thereby shall be
consummated), including all such out-of-pocket expenses incurred during any workout, restructuring, negotiations or enforcement in respect of such Note,
PSP3 Agreement and other agreements or documents executed in connection herewith or therewith.
(b) Indemnification by the Issuer. The Issuer shall indemnify the Holder and each of its Related Parties (each such Person being called an “Indemnitee”)
against, and hold each Indemnitee harmless from, any and all losses, claims, damages, liabilities, obligations, penalties, fines, settlements, judgments,
disbursements and related costs and expenses (including the fees, charges and disbursements of any counsel for any Indemnitee), and shall indemnify and
hold harmless each Indemnitee from all fees and time charges and disbursements for attorneys who may be employees of any Indemnitee, incurred by any
Indemnitee or asserted against any Indemnitee by any Person (including the Issuer) arising out of, in connection with, or as a result of (i) the execution or
delivery of this Note or any agreement or instrument contemplated hereby, the performance by the Issuer or any Guarantor of its obligations hereunder or the
consummation of the transactions contemplated hereby, (ii) the Note or the use or proposed use of the proceeds therefrom, or (iii) any actual or prospective
claim, litigation, investigation or proceeding relating to any of the foregoing, whether based on contract, tort or any other theory, whether brought by a third
party or by the Issuer or any Guarantor, and regardless of whether any Indemnitee is a party thereto.
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(c)Waiver of Consequential Damages, Etc. To the fullest extent permitted by Applicable Law, the Issuer and any Guarantor shall not assert, and hereby
waives, any claim against any Indemnitee, on any theory of liability, for special, indirect, consequential or punitive damages (as opposed to direct or actual
damages) arising out of, in connection with, or as a result of, this Note or any agreement or instrument contemplated hereby, the transactions contemplated
hereby, or the use of the proceeds thereof. No Indemnitee referred to in paragraph (b) above shall be liable for any damages arising from the use by
unintended recipients of any information or other materials distributed by it through telecommunications, electronic or other information transmission
systems in connection with this Note or the transactions contemplated hereby.
(d) Payments. All amounts due under this Section shall be payable not later than five (5) days after demand therefor.
(e) Survival. Each party’s obligations under this Section shall survive the termination of the Note and payment of the obligations hereunder.
6.4 Successors and Assigns. Neither the Issuer nor any Guarantor may assign or transfer this Note or any of its rights or obligations hereunder and any
purported assignment or transfer in violation of this Note shall be void. Holder may assign or participate a portion or all of its rights under this Note at any
time in compliance with all Applicable Laws. This Note shall inure to the benefit of and be binding upon Issuer, any Guarantor and Holder and their
permitted successors and assigns. Any Holder that assigns, or sells participations in, any portion of the Note will take such actions as are necessary for the
Note and such portion to be in “registered form” (within the meaning of Treasury Regulations Section 5f.103-1).
6.5 Counterparts; Integration; Effectiveness. This Note and any amendments, waivers, consents or supplements hereto may be executed in counterparts, each
of which shall constitute an original, but all taken together shall constitute a single contract. This Note constitutes the entire contract between Issuer, any
Guarantor and the Holder with respect to the subject matter hereof and supersede all previous agreements and understandings, oral or written, with respect
thereto. Notwithstanding anything herein to the contrary, delivery of an executed counterpart of a signature page of this Note by electronic means shall be
effective as delivery of a manually executed counterpart of this Note.
6.6 Severability. If any term or provision of this Note is invalid, illegal or unenforceable in any jurisdiction, such invalidity, illegality or unenforceability
shall not affect any other term or provision of this Note or invalidate or render unenforceable such term or provision in any other jurisdiction.
6.7 Right of Setoff. If an Event of Default shall have occurred and be continuing, the Holder is hereby authorized at any time and from time to time, to the
fullest extent permitted by Applicable Law, to set off and apply any and all deposits (general or special, time or demand, provisional or final, in whatever
currency) at any time held, and other obligations (in whatever currency) at any time owing, by the Holder, to or for the credit or the account of the Issuer
against any and all of the due and unpaid Obligations of the Issuer now or hereafter existing under this Note to the Holder, irrespective of whether or not the
Holder shall have made any demand under this Note. The rights of the Holder under this Section are in addition to other rights and remedies (including other
rights of setoff) that the Holder may have. The Holder agrees to notify the Issuer promptly after any such setoff and application; provided that the failure to
give such notice shall not affect the validity of such setoff and application.
6.8 Governing Law; Jurisdiction; Etc
. This Note will be governed by and construed in accordance with the federal law of the United States if and to the extent such law is applicable, and
otherwise in accordance with the laws of the State of New York applicable to contracts made and to be performed entirely within such State. Each of the
Issuer, any Guarantor and the Holder agrees (a) to submit to the exclusive jurisdiction and venue of the United States District Court for the District of
Columbia for any civil action, suit or proceeding arising out of or relating to this Note or the transactions contemplated hereby, and (b) that notice may be
served upon the Issuer, any Guarantor or the Holder at the applicable address in Section 6.1 hereof (or upon any Holder that is not Treasury at an address
provided by such Holder to Issuer in writing). To the extent permitted by Applicable Law, each of the Issuer, any Guarantor and the Holder hereby
unconditionally waives trial by jury in any civil legal action or proceeding relating to the Note or the transactions contemplated hereby.
6.9 Headings. Section headings used herein are for convenience of reference only, are not part of this Note and shall not affect the construction of, or be
taken into consideration in interpreting, this Note.
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IN WITNESS WHEREOF, the Issuer and each Guarantor have executed this Note as of the day and year written below.

FRONTIER GROUP HOLDINGS, INC.,
as Issuer

By /s/ James Dempsey
Name: James Dempsey
Title: Chief Financial Officer
Date: April 29, 2021

FRONTIER AIRLINES, INC.,
as Guarantor

By /s/ James Dempsey
Name: James Dempsey
Title: Chief Financial Officer
Date: April 29, 2021

FRONTIER AIRLINES HOLDINGS, INC.,
as Guarantor

By /s/ James Dempsey
Name: James Dempsey
Title: Chief Financial Officer
Date: April 29, 2021

ANNEX A
DEFINITIONS
“Affiliate” means any Person that directly or indirectly Controls, is Controlled by, or is under common Control with, the Issuer.
“Applicable Law” means, as to any Person, all applicable Laws binding upon such Person or to which such a Person is subject.
“Applicable SOFR Rate” means a rate of interest based on SOFR that shall be determined by the Holder and publicly announced by the Holder on or prior to
the fifth anniversary of the Closing Date and shall, to the extent reasonably practicable, be based on customary market conventions as in effect at the time of
such announcement. In no event will the Applicable SOFR Rate be less than 0.00% per annum.
“ARRC Fallback Provisions” means the Fallback Language for New Issuances of LIBOR Floating Rate Notes set forth in the ARRC Recommendations
Regarding More Robust Fallback Language for New Issuances of LIBOR Floating Rate Notes, dated April 25, 2019.
“ASU” means the Accounting Standards Update 2016-02, Leases (Topic 842) by the Financial Accounting Standards Board issued on February 25, 2016.
“Beneficial Owner” has the meaning assigned to such term in Rule 13d-3 and Rule 13d-5 under the Exchange Act, except that in calculating the beneficial
ownership of any particular “person” (as that term is used in Section 13(d)(3) of the Exchange Act), such “person” will be deemed to have beneficial
ownership of all securities that such “person” has the right to acquire by conversion or exercise of other securities, whether such right is currently exercisable
or is exercisable only after the passage of time. The terms “Beneficially Owns” and “Beneficially Owned” have a corresponding meaning.
“Business Day” means any on which Treasury and the Federal Reserve Bank of New York are both open for business.
“Capitalized Lease Obligations” means, at the time any determination thereof is to be made, the amount of the liability in respect of a Capitalized Lease that
would at such time be required to be capitalized and reflected as a liability on a balance sheet (excluding the footnotes thereto) prepared in accordance with
GAAP; provided that all leases of such Person that are or would have been treated as operating leases for purposes of GAAP prior to the issuance of the ASU
shall continue to be accounted for as operating leases for purposes of all financial definitions and calculations for purposes of this Note (whether or not such
operating lease obligations were in effect on such date) notwithstanding the fact that such obligations are required in accordance with the ASU (on a
prospective or retroactive basis or otherwise) to be treated as capitalized lease obligations for other purposes.
“Capitalized Leases” means all leases that have been or should be, in accordance with GAAP as in effect on the Closing Date, recorded as capitalized leases;
provided that for all purposes hereunder the amount of obligations under any Capitalized Lease shall be the amount thereof accounted for as a liability in
accordance with GAAP; provided, further, that all leases of such Person that are or would have been treated as operating leases for purposes of GAAP prior
to the issuance of the ASU shall continue to be accounted for as operating leases for purposes of all financial definitions and calculations for purposes of this
Note (whether or not such operating lease obligations were in effect on such date) notwithstanding the fact that such obligations are required in accordance
with the ASU (on a prospective or retroactive basis or otherwise) to be treated as capitalized lease obligations for other purposes.
“Change of Control” means the occurrence of any of the following: (a) the sale, lease, transfer, conveyance or other disposition (other than by way of merger
or consolidation), in one or a series of related transactions, of all or substantially all of the properties or assets of the Issuer and its Subsidiaries, or if the
Issuer is a Subsidiary of any Guarantor, such Guarantor (the “Parent Guarantor”) and its Subsidiaries, taken as a whole to any Person (including any “person”
(as that term is used in Section 13(d)(3) of the Exchange Act)); or (b) the consummation of any transaction (including, without limitation, any merger or
consolidation), the result of which is that any Person (including any “person” (as defined above)) becomes the Beneficial Owner, directly or indirectly, of
more than 50% of the Voting Stock of the Issuer or Parent Guarantor, as applicable, (measured by voting power rather than number of shares), other than (i)
any such transaction where the Voting Stock of the Issuer or Parent Guarantor, as applicable, (measured by voting power rather than number of shares)
outstanding immediately prior to such transaction
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constitutes or is converted into or exchanged for at least a majority of the outstanding shares of the Voting Stock of such Beneficial Owner (measured by
voting power rather than number of shares), or (ii) any merger or consolidation of the Issuer or Parent Guarantor, as applicable, with or into any Person
(including any “person” (as defined above)) which owns or operates (directly or indirectly through a contractual arrangement) a Permitted Business (a
“Permitted Person”) or a Subsidiary of a Permitted Person, in each case, if immediately after such transaction no Person (including any “person” (as defined
above)) is the Beneficial Owner, directly or indirectly, of more than 50% of the total Voting Stock of such Permitted Person (measured by voting power
rather than number of shares).
“Closing Date” means the date set forth on the Issuer’s and each Guarantor’s signature page to this Note.
“Contractual Obligation” means, as to any Person, any provision of any security issued by such Person or of any agreement, instrument or other undertaking
to which such Person is a party or by which it or any of its property is bound.
“Control” means the possession, directly or indirectly, of the power to direct or cause the direction of the management or policies of a Person, whether
through the ability to exercise voting power, by contract or otherwise. “Controlling” and “Controlled” have meanings analogous thereto.
“Debtor Relief Laws” means the Bankruptcy Code of the United States of America, and all other liquidation, conservatorship, bankruptcy, assignment for the
benefit of creditors, moratorium, rearrangement, receivership, insolvency, reorganization, or similar debtor relief Laws of the United States or other
applicable jurisdictions from time to time in effect.
“Default” means any event or condition that constitutes an Event of Default or that, with the giving of any notice, the passage of time, or both, would be an
Event of Default.
“Default Rate” means an interest rate (before as well as after judgment) equal to the interest rate on the Note plus 2.00% per annum.
“Disqualified Equity Interest” means any equity interest that, by its terms (or the terms of any security or other equity interests into which it is convertible or
for which it is exchangeable), or upon the happening of any event or condition (a) matures or is mandatorily redeemable (other than solely for equity interests
that are not Disqualified Equity Interests), pursuant to a sinking fund obligation or otherwise (except as a result of a change of Control or asset sale so long as
any rights of the holders thereof upon the occurrence of a change of Control or asset sale event shall be subject to the prior repayment in full of the Note and
all other Obligations that are accrued and payable), (b) is redeemable at the option of the holder thereof, in whole or in part, (c) provides for scheduled
payments of dividends in cash, or (d) is or becomes convertible into or exchangeable for Indebtedness or any other equity interests that would constitute
Disqualified Equity Interests, in each case, prior to the date that is ninety-one days after the Maturity Date; provided that if such equity interests are issued
pursuant to a plan for the benefit of employees of the Issuer or any Subsidiary or by any such plan to such employees, such equity interests shall not
constitute Disqualified Equity Interests solely because they may be required to be repurchased by the Issuer or its Subsidiaries in order to satisfy applicable
statutory or regulatory obligations or as a result of such employee’s termination, death or disability.
“Dollar” and “$” mean lawful money of the United States.
“Event of Default” has the meaning specified in Section 5.
“Exchange Act” shall mean the Securities Exchange Act of 1934, as amended.
“Excluded Subsidiary” means any Subsidiary of the Issuer that is not an obligor in respect of any Material Indebtedness that is unsecured of the Issuer or any
of its Subsidiaries, unless such Subsidiary is required to be an obligor under any agreement, instrument or other document relating to any Material
Indebtedness that is unsecured of the Issuer or any of its Subsidiaries.
“GAAP” means United States generally accepted accounting principles as in effect as of the date of determination thereof. Notwithstanding any other
provision contained herein, (a) all terms of an accounting or financial nature used herein shall be construed, and all computations of amounts and ratios
referred to herein shall be made, without giving effect to any election under FASB Accounting Standards Codification 825-Financial Instruments, or any
successor thereto (including pursuant to the FASB Accounting Standards Codification), to value any Indebtedness of any subsidiary at “fair value,” as
defined therein and (b) the amount of any Indebtedness under GAAP with respect to Capitalized Lease Obligations shall be determined in accordance with
the definition of Capitalized Lease Obligations.
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“Governmental Authority” means the government of the United States of America or any other nation, or of any political subdivision thereof, whether state
or local, and any agency, authority, instrumentality, regulatory body, court, central bank or other entity exercising executive, legislative, judicial, taxing,
regulatory or administrative powers or functions of or pertaining to government (including any supra-national bodies such as the European Union or the
European Central Bank).
“Guarantee” means, as to any Person, (a) any obligation, contingent or otherwise, of such Person guaranteeing or having the economic effect of guaranteeing
any Indebtedness or other obligation payable or performable by another Person (the “primary obligor”) in any manner, whether directly or indirectly, and
including any obligation of such Person, direct or indirect, (i) to purchase or pay (or advance or supply funds for the purchase or payment of) such
Indebtedness or other obligation, (ii) to purchase or lease property, securities or services for the purpose of assuring the obligee in respect of such
Indebtedness or other obligation of the payment or performance of such Indebtedness or other obligation, (iii) to maintain working capital, equity capital or
any other financial statement condition or liquidity or level of income or cash flow of the primary obligor so as to enable the primary obligor to pay such
Indebtedness or other obligation or (iv) entered into for the purpose of assuring in any other manner the obligee in respect of such Indebtedness or other
obligation of the payment or performance thereof or to protect such obligee against loss in respect thereof (in whole or in part) or (b) any Lien on any assets
of such Person securing any Indebtedness or other obligation of any other Person, whether or not such Indebtedness or other obligation is assumed by such
Person (or any right, contingent or otherwise, of any holder of such Indebtedness to obtain any such Lien); provided that the term “Guarantee” shall not
include endorsements for collection or deposit in the ordinary course of business. The amount of any Guarantee shall be deemed to be an amount equal to the
stated or determinable amount of the related primary obligation, or portion thereof, in respect of which such Guarantee is made or, if not stated or
determinable, the maximum reasonably anticipated liability in respect thereof as determined by the guaranteeing Person in good faith. The term “Guarantee”
as a verb has a corresponding meaning.
“Guaranteed Obligations” has the meaning specified in Annex B.
“Guarantor” means each Guarantor listed on the signature page to this Note and any other Person that Guarantees this Note.
“Holder” means the United States Department of the Treasury or its designees or any other Person that shall have rights pursuant to an assignment hereunder.
“Indebtedness” means, as to any Person at a particular time, without duplication, all of the following, whether or not included as indebtedness or liabilities in
accordance with GAAP: (a) all obligations of such Person for borrowed money and all obligations of such Person evidenced by bonds, debentures, notes,
loan agreements or other similar instruments; (b) all direct or contingent obligations of such Person arising under (i) letters of credit (including standby and
commercial), bankers’ acceptances and bank guaranties and (ii) surety bonds, performance bonds and similar instruments issued or created by or for the
account of such Person; (c) net obligations of such Person under any swap contract; (d) all obligations of such Person to pay the deferred purchase price of
property or services (other than trade accounts payable in the ordinary course of business); (e) indebtedness (excluding prepaid interest thereon) secured by a
Lien on property owned or being purchased by such Person (including indebtedness arising under conditional sales or other title retention agreements),
whether or not such indebtedness shall have been assumed by such Person or is limited in recourse; (f) attributable indebtedness in respect of any Capitalized
Lease Obligation and any synthetic lease obligation of any Person; (g) all obligations of such Person in respect of Disqualified Equity Interests; and (h) all
Guarantees of such Person in respect of any of the foregoing. For all purposes hereof, the Indebtedness of any Person shall include the Indebtedness of any
partnership or joint venture (other than a joint venture that is itself a corporation or limited liability company) in which such Person is a general partner or a
joint venturer, unless such Indebtedness is expressly made non-recourse to such Person. The amount of any net obligation under any swap contract on any
date shall be deemed to be the swap termination value thereof as of such date. The amount of any Indebtedness of any Person for purposes of clause (e) that
is expressly made non-recourse or limited-recourse (limited solely to the assets securing such Indebtedness) to such Person shall be deemed to be equal to the
lesser of (i) the aggregate principal amount of such Indebtedness and (ii) the fair market value of the property encumbered thereby as determined by such
Person in good faith.
“Indemnitee” has the meaning specified in Section 6.3(b).
“Issuer” has the meaning specified in the preamble to this Note.
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“Laws” means, collectively, all international, foreign, federal, state and local statutes, treaties, rules, guidelines, regulations, ordinances, codes and
administrative or judicial precedents or authorities, including the interpretation or administration thereof by any Governmental Authority charged with the
enforcement, interpretation or administration thereof, and all applicable administrative orders, directed duties, requests, licenses, authorizations and permits
of, and agreements with, any Governmental Authority, in each case whether or not having the force of law.
“Lien” means any mortgage, pledge, hypothecation, collateral assignment, deposit arrangement, encumbrance, lien (statutory or other), charge, or preference,
priority or other security interest or preferential arrangement of any kind or nature whatsoever (including any conditional sale or other title retention
agreement, any easement, right of way or other encumbrance on title to real property, and any financing lease having substantially the same economic effect
as any of the foregoing).
“Material Adverse Effect” means (a) a material adverse change in, or a material adverse effect on, the operations, business, properties, liabilities (actual or
contingent), condition (financial or otherwise) or prospects of the Issuer and its Subsidiaries taken as a whole; or (b) a material adverse effect on (i) the
ability of the Issuer or any Guarantor to perform its Obligations, (ii) the legality, validity, binding effect or enforceability against the Issuer or any Guarantors
of the Note or (iii) the rights, remedies and benefits available to, or conferred upon, the Holder under the Note.
“Material Indebtedness” has the meaning specified in Section 5.1(f).
“Maturity Date” means the date that is ten years after the Closing Date (except that, if such date is not a Business Day, the Maturity Date shall be the next
preceding Business Day).
“Note” has the meaning specified in the preamble to this Note.
“Obligations” means all advances to, and debts, liabilities, obligations, covenants and duties of, the Issuer arising under or otherwise with respect to the Note,
whether direct or indirect (including those acquired by assumption), absolute or contingent, due or to become due, now existing or hereafter arising and
including interest and fees that accrue after the commencement by or against the Issuer or any Affiliate thereof of any proceeding under any Debtor Relief
Laws naming such Person as the debtor in such proceeding, regardless of whether such interest and fees are allowed claims in such proceeding. Without
limiting the foregoing, the Obligations include (a) the obligation to pay principal, interest, charges, expenses, fees, indemnities and other amounts payable by
the Issuer under the Note and (b) the obligation of the Issuer to reimburse any amount in respect of any of the foregoing that the Holder, in each case in its
sole discretion, may elect to pay or advance on behalf of the Issuer.
“Obligee Guarantor” has the meaning specified in Annex B.
“Organizational Documents” means (a) as to any corporation, the charter or certificate or articles of incorporation and the bylaws (or equivalent or
comparable constitutive documents with respect to any non-U.S. jurisdiction), (b) as to any limited liability company, the certificate or articles of formation
or organization and operating or limited liability agreement and (c) as to any partnership, joint venture, trust or other form of business entity, the partnership,
joint venture or other applicable agreement of formation or organization and any agreement, instrument, filing or notice with respect thereto filed in
connection with its formation or organization with the applicable Governmental Authority in the jurisdiction of its formation or organization and, if
applicable, any certificate or articles of formation or organization of such entity.
“Permitted Business” means any business that is the same as, or reasonably related, ancillary, supportive or complementary to, the business in which the
Issuer and its Subsidiaries are engaged on the date of this Note.
“Person” means any natural person, corporation, limited liability company, trust, joint venture, association, company, partnership, Governmental Authority or
other entity.
“Principal Amount” has the meaning specified in the preamble to this Note.
“PSP3 Extension Law” has the meaning specified in the preamble to this Note.
“PSP3 Agreement” has the meaning specified in the preamble to this Note.
“PSP3 Application” means the application form and any related materials submitted by Carrier to Treasury in connection with an application for financial
assistance under Section 7301 of the PSP3 Extension Law.
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“Related Parties” means, with respect to any Person, such Person’s Affiliates and the agents, advisors and representatives of such Person and of such
Person’s Affiliates.
“SOFR” means the secured overnight financing rate published by the Federal Reserve Bank of New York, as administrator of the benchmark (or a successor
administrator) on the Federal Reserve Bank of New York’s (or such successor’s) website.
“Subsidiary” of a Person means a corporation, partnership, limited liability company, association or joint venture or other business entity of which a majority
of the equity interests having ordinary voting power for the election of directors or other governing body (other than securities or interests having such power
only by reason of the happening of a contingency) are at the time owned or the management of which is Controlled, directly, or indirectly through one or
more intermediaries, by such Person. Unless otherwise specified, all references herein to a “Subsidiary” or to “Subsidiaries” shall refer to a Subsidiary or
Subsidiaries of the Issuer.
“Treasury” has the meaning specified in the preamble to this Note.
“United States” and “U.S.” mean the United States of America.
“Voting Stock” of any specified Person as of any date means the equity interests of such Person that is at the time entitled to vote in the election of the board
of directors of such Person.
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ANNEX B
GUARANTEE
1. Guarantee of the Obligations. Each Guarantor jointly and severally hereby irrevocably and unconditionally guarantees to the Holder, the due and
punctual payment in full of all Obligations (or such lesser amount as agreed by the Holder in its sole discretion) when the same shall become due, whether at
stated maturity, by required prepayment, declaration, acceleration, demand or otherwise (including amounts that would become due but for the operation of
the automatic stay under Section 362(a) of the Bankruptcy Code, 11 U.S.C. § 362(a)) (collectively, the “Guaranteed Obligations”).
2. Payment by a Guarantor. Each Guarantor hereby jointly and severally agrees, in furtherance of the foregoing and not in limitation of any other right
which the Holder may have at law or in equity against any Guarantor by virtue hereof, that upon the failure of the Issuer to pay any of the Guaranteed
Obligations when and as the same shall become due, whether at stated maturity, by required prepayment, declaration, acceleration, demand or otherwise
(including amounts that would become due but for the operation of the automatic stay under Section 362(a) of the Bankruptcy Code, 11 U.S.C. § 362(a)),
such Guarantor will upon demand pay, or cause to be paid, in cash, to the Holder an amount equal to the sum of the unpaid principal amount of all
Guaranteed Obligations then due as aforesaid, accrued and unpaid interest on such Guaranteed Obligations (including interest which, but for the Issuer’s
becoming the subject of a case under the Bankruptcy Code, would have accrued on such Guaranteed Obligations, whether or not a claim is allowed against
the Issuer for such interest in the related bankruptcy case) and all other Guaranteed Obligations then owed to the Holder as aforesaid.
3. Liability of Guarantors Absolute. Each Guarantor agrees that its obligations hereunder are irrevocable, absolute, independent and unconditional and shall
not be affected by any circumstance which constitutes a legal or equitable discharge of a guarantor or surety other than payment in full of the Guaranteed
Obligations. In furtherance of the foregoing and without limiting the generality thereof, each Guarantor agrees as follows:
(a) this Guarantee is a guarantee of payment when due and not of collectability;
(b) the Holder may enforce this Guarantee upon the occurrence of an Event of Default notwithstanding the existence of any dispute between the Issuer and
the Holder with respect to the existence of such Event of Default;
(c)a separate action or actions may be brought and prosecuted against such Guarantor whether or not any action is brought against the Issuer or any other
Guarantors and whether or not Issuer or such Guarantors are joined in any such action or actions;
(d) payment by any Guarantor of a portion, but not all, of the Guaranteed Obligations shall in no way limit, affect, modify or abridge any other Guarantor’s
liability for any portion of the Guaranteed Obligations which has not been paid;
(e) the Holder, upon such terms as it deems appropriate, without notice or demand and without affecting the validity or enforceability hereof or giving rise to
any reduction, limitation, impairment, discharge or termination of any Guarantor’s liability hereunder, from time to time may (i) renew, extend, accelerate,
increase the rate of interest on, or otherwise change the time, place, manner or terms of payment of the Guaranteed Obligations; (ii) settle, compromise,
release or discharge, or accept or refuse any offer of performance with respect to, or substitutions for, the Guaranteed Obligations or subordinate the payment
of the same to the payment of any other obligations; (iii) release, surrender, exchange, substitute, compromise, settle, rescind, waive, alter, subordinate or
modify, with or without consideration, any security for payment of the Guaranteed Obligations, any other guarantees of the Guaranteed Obligations, or any
other obligation of any Person (including any other Guarantor) with respect to the Guaranteed Obligations; and (iv) enforce its rights and remedies even
though such action may operate to impair or extinguish any right of reimbursement or subrogation or other right or remedy of any Guarantor against the
Issuer or any security for the Guaranteed Obligations; and
(f) this Guarantee and the obligations of each Guarantor hereunder shall be valid and enforceable and shall not be subject to any reduction, limitation,
impairment, discharge or termination for any reason (other than payment in full of the Guaranteed Obligations), including the occurrence of any of the
following: (i) any failure, delay or omission to assert or enforce or agreement or election not to assert or enforce, or the stay or enjoining, by order of court,
by operation of law or otherwise, of the exercise or enforcement of, any claim or demand or any right, power or remedy
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with respect to the Guaranteed Obligations, or with respect to any security for the payment of the Guaranteed Obligations; (ii) any rescission, waiver,
amendment or modification of, or any consent to departure from, any of the terms or provisions hereof; (iii) the Guaranteed Obligations, or any agreement
relating thereto, at any time being found to be illegal, invalid or unenforceable in any respect; (iv) the Holder’s consent to the change, reorganization or
termination of the corporate structure or existence of the Issuer or any of its Subsidiaries and to any corresponding restructuring of the Guaranteed
Obligations; (v) any defenses, setoffs or counterclaims which the Issuer or any Guarantor may allege or assert against the Holder in respect of the Guaranteed
Obligations, including failure of consideration, lack of authority, validity or enforceability, breach of warranty, payment, statute of frauds, statute of
limitations, accord and satisfaction and usury; and (vi) any other event or circumstance that might in any manner vary the risk of any Guarantor as an obligor
in respect of the Guaranteed Obligations.
4. Waivers by Guarantors. Each Guarantor hereby waives, for the benefit of the Holder: (a) any right to require the Holder, as a condition of payment or
performance by such Guarantor, to (i) proceed against Issuer, any Guarantor or any other Person; (ii) proceed against or exhaust any security in favor of the
Holder; or (iii) pursue any other remedy in the power of the Holder whatsoever or (b) presentment to, demand for payment from and protest to the Issuer or
any Guarantor or notice of acceptance; and (c) any defenses or benefits that may be derived from or afforded by law which limit the liability of or exonerate
guarantors or sureties, or which may conflict with the terms hereof.
5. Guarantors’ Rights of Subrogation, Contribution, etc. Until the Guaranteed Obligations shall have been paid in full, each Guarantor hereby waives any
claim, right or remedy, direct or indirect, that such Guarantor now has or may hereafter have against the Issuer or any other Guarantor or any of its assets in
connection with this Guarantee or the performance by such Guarantor of its obligations hereunder, including without limitation (a) any right of subrogation,
reimbursement or indemnification that such Guarantor now has or may hereafter have against the Issuer with respect to the Guaranteed Obligations, (b) any
right to enforce, or to participate in, any claim, right or remedy that the Holder now has or may hereafter have against the Issuer, and (c) any benefit of, and
any right to participate in, any collateral or security now or hereafter held by the Holder. In addition, until the Guaranteed Obligations shall have been paid in
full, each Guarantor shall withhold exercise of any right of contribution such Guarantor may have against any other guarantor (including any other
Guarantor) of the Guaranteed Obligations. If any amount shall be paid to any Guarantor on account of any such subrogation, reimbursement, indemnification
or contribution rights at any time when all Guaranteed Obligations shall not have been finally and paid in full, such amount shall be held in trust for the
Holder and shall forthwith be paid over to the Holder to be credited and applied against the Guaranteed Obligations, whether matured or unmatured, in
accordance with the terms hereof.
6. Subordination. Any Indebtedness of the Issuer or any Guarantor now or hereafter held by any Guarantor (the “Obligee Guarantor”) is hereby
subordinated in right of payment to the Guaranteed Obligations, and any such indebtedness collected or received by the Obligee Guarantor after an Event of
Default has occurred and is continuing shall be held in trust for the Holder and shall forthwith be paid over to the Holder to be credited and applied against
the Guaranteed Obligations but without affecting, impairing or limiting in any manner the liability of the Obligee Guarantor under any other provision
hereof.
7. Continuing Guarantee. This Guarantee is a continuing guarantee and shall remain in effect until all of the Guaranteed Obligations shall have been paid in
full. Each Guarantor hereby irrevocably waives any right to revoke this Guarantee as to future transactions giving rise to any Guaranteed Obligations.
8. Financial Condition of the Issuer. The Note may be issued to the Issuer without notice to or authorization from any Guarantor regardless of the financial
or other condition of the Issuer at the time of such grant. Each Guarantor has adequate means to obtain information from the Issuer on a continuing basis
concerning the financial condition of the Issuer and its ability to perform its obligations under the Note, and each Guarantor assumes the responsibility for
being and keeping informed of the financial condition of the Issuer and of all circumstances bearing upon the risk of nonpayment of the Guaranteed
Obligations.
9. Reinstatement. In the event that all or any portion of the Guaranteed Obligations are paid by the Issuer or any Guarantor, the obligations of any other
Guarantor hereunder shall continue and remain in full force and effect or be reinstated, as the case may be, in the event that all or any part of such payment(s)
are rescinded or recovered directly or indirectly from the Holder as a preference, fraudulent transfer or otherwise, and any such payments which are so
rescinded or recovered shall constitute Guaranteed Obligations for all purposes hereunder.
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10. Discharge of Guarantee Upon Sale of the Guarantor. If, in compliance with the terms and provisions of the Note, all of the capital stock of any
Guarantor that is a Subsidiary of Carrier or any of its successors in interest hereunder shall be sold or otherwise disposed of (including by merger or
consolidation) to any Person (other than to the Issuer or to any other Guarantor), the Guarantee of such Guarantor or such successor in interest, as the case
may be, hereunder shall automatically be discharged and released without any further action by any beneficiary or any other Person effective as of the time
of such asset sale.
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SCHEDULE I
Date

Current Outstanding Principal Increase or Decrease in
Resulting Outstanding
Amount
Outstanding Principal Amount Principal Amount

Schedule I

Notation Made By

Exhibit 31.1
CERTIFICATION
I, Barry L. Biffle, certify that:
1. I have reviewed this Quarterly Report on Form 10-Q of Frontier Group Holdings, Inc.;
2. Based on my knowledge, this report does not contain any untrue statement of a material fact or omit to state a material fact necessary to make the statements made, in light
of the circumstances under which such statements were made, not misleading with respect to the period covered by this report;
3. Based on my knowledge, the financial statements, and other financial information included in this report, fairly present in all material respects the financial condition,
results of operations and cash flows of the registrant as of, and for, the periods presented in this report;
4. The registrant's other certifying officer(s) and I are responsible for establishing and maintaining disclosure controls and procedures (as defined in Exchange Act Rules 13a15(e) and 15d-15(e)) for the registrant and have:
(a) Designed such disclosure controls and procedures, or caused such disclosure controls and procedures to be designed under our supervision, to ensure that material
information relating to the registrant, including its consolidated subsidiaries, is made known to us by others within those entities, particularly during the period in which
this report is being prepared;
(b) [Omitted];
(c) Evaluated the effectiveness of the registrant's disclosure controls and procedures and presented in this report our conclusions about the effectiveness of the disclosure
controls and procedures, as of the end of the period covered by this report based on such evaluation; and
(d) Disclosed in this report any change in the registrant's internal control over financial reporting that occurred during the registrant's most recent fiscal quarter (the
registrant's fourth fiscal quarter in the case of an annual report) that has materially affected, or is reasonably likely to materially affect, the registrant's internal control
over financial reporting; and
5. The registrant's other certifying officer(s) and I have disclosed, based on our most recent evaluation of internal control over financial reporting, to the registrant's auditors
and the audit committee of the registrant's board of directors (or persons performing the equivalent functions):
(a) All significant deficiencies and material weaknesses in the design or operation of internal control over financial reporting which are reasonably likely to adversely
affect the registrant's ability to record, process, summarize and report financial information; and
(b) Any fraud, whether or not material, that involves management or other employees who have a significant role in the registrant's internal control over financial
reporting.

Date: May 13, 2021

/s/ Barry L. Biffle
Barry L. Biffle
President and Chief Executive Officer

Exhibit 31.2
CERTIFICATION
I, James Dempsey, certify that:
1. I have reviewed this Quarterly Report on Form 10-Q of Frontier Group Holdings, Inc.;
2. Based on my knowledge, this report does not contain any untrue statement of a material fact or omit to state a material fact necessary to make the statements made, in light
of the circumstances under which such statements were made, not misleading with respect to the period covered by this report;
3. Based on my knowledge, the financial statements, and other financial information included in this report, fairly present in all material respects the financial condition,
results of operations and cash flows of the registrant as of, and for, the periods presented in this report;
4. The registrant's other certifying officer(s) and I are responsible for establishing and maintaining disclosure controls and procedures (as defined in Exchange Act Rules 13a15(e) and 15d-15(e)) for the registrant and have:
(a) Designed such disclosure controls and procedures, or caused such disclosure controls and procedures to be designed under our supervision, to ensure that material
information relating to the registrant, including its consolidated subsidiaries, is made known to us by others within those entities, particularly during the period in which
this report is being prepared;
(b) [Omitted];
(c) Evaluated the effectiveness of the registrant's disclosure controls and procedures and presented in this report our conclusions about the effectiveness of the disclosure
controls and procedures, as of the end of the period covered by this report based on such evaluation; and
(d) Disclosed in this report any change in the registrant's internal control over financial reporting that occurred during the registrant's most recent fiscal quarter (the
registrant's fourth fiscal quarter in the case of an annual report) that has materially affected, or is reasonably likely to materially affect, the registrant's internal control
over financial reporting; and
5. The registrant's other certifying officer(s) and I have disclosed, based on our most recent evaluation of internal control over financial reporting, to the registrant's auditors
and the audit committee of the registrant's board of directors (or persons performing the equivalent functions):
(a) All significant deficiencies and material weaknesses in the design or operation of internal control over financial reporting which are reasonably likely to adversely
affect the registrant's ability to record, process, summarize and report financial information; and
(b) Any fraud, whether or not material, that involves management or other employees who have a significant role in the registrant's internal control over financial
reporting.

Date: May 13, 2021

/s/ James Dempsey
James Dempsey
Executive Vice President and Chief Financial Officer

Exhibit 32.1

Certification of Chief Executive Officer Pursuant to 18 U.S.C. § 1350 As Adopted Pursuant to Section 906 of the Sarbanes-Oxley Act of 2002
Pursuant to 18 U.S.C. § 1350, adopted pursuant to Section 906 of the Sarbanes-Oxley Act of 2002, the undersigned officer of Frontier Group Holdings, Inc.
(the “Company”) hereby certifies, to such officer’s knowledge, that:
(1) The Quarterly Report on Form 10-Q of the Company for the quarter ended March 31, 2021 (the "Report") fully complies with the requirements of
Section 13(a) or Section 15(d), as applicable, of the Securities Exchange Act of 1934, as amended; and
(2) The information contained in the Report fairly present, in all material respects, the financial condition and results of operations of the Company.

May 13, 2021

/s/ Barry L. Biffle
Barry L. Biffle
President and Chief Executive Officer

Exhibit 32.2

Certification of Chief Executive Officer Pursuant to 18 U.S.C. § 1350 As Adopted Pursuant to Section 906 of the Sarbanes-Oxley Act of 2002
Pursuant to 18 U.S.C. § 1350, adopted pursuant to Section 906 of the Sarbanes-Oxley Act of 2002, the undersigned officer of Frontier Group Holdings, Inc.
(the “Company”) hereby certifies, to such officer’s knowledge, that:
(1) The Quarterly Report on Form 10-Q of the Company for the quarter ended March 31, 2021 (the "Report") fully complies with the requirements of
Section 13(a) or Section 15(d), as applicable, of the Securities Exchange Act of 1934, as amended; and
(2) The information contained in the Report fairly present, in all material respects, the financial condition and results of operations of the Company.

May 13, 2021

/s/ James Dempsey
James Dempsey
Executive Vice President and Chief Financial Officer

