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PART I. FINANCIAL INFORMATION

Item 1. Unaudited Consolidated Financial Statements

ALLEGIANT TRAVEL COMPANY
CONSOLIDATED BALANCE SHEETS
(in thousands, except for share amounts)

March 31, 2015 December 31, 2014
(unaudited)

Current assets:
Cash and cash equivalents $107,108 $89,610
Restricted cash 11,021 12,021
Short-term investments 295,399 269,817
Accounts receivable 13,468 14,216
Expendable parts, supplies and fuel, net of an allowance for obsolescence of
$3,397 and $3,003 at March 31, 2015 and December 31, 2014, respectively 15,959 16,980

Prepaid expenses 26,858 24,306
Deferred income taxes 6,271 6,271
Other current assets 699 406
Total current assets 476,783 433,627
Property and equipment, net 775,474 738,783
Long-term investments 35,531 57,390
Investment in and advances to unconsolidated affiliates, net 1,940 1,811
Deposits and other assets 9,249 7,774
Total assets $1,298,977 $1,239,385
Current liabilities:
Current maturities of long-term debt $60,758 $53,819
Accounts payable 16,110 13,232
Accrued liabilities 83,390 110,802
Air traffic liability 233,761 185,315
Total current liabilities 394,019 363,168
Long-term debt and other long-term liabilities:
Long-term debt, net of current maturities 556,505 539,280
Deferred income taxes 44,865 42,872
Total liabilities 995,389 945,320
Stockholders' equity:
Common stock, par value $.001, 100,000,000 shares authorized; 22,213,050
and 22,174,241 shares issued; 17,149,448 and 17,413,307 shares
outstanding, as of March 31, 2015 and December 31, 2014, respectively

22 22

Treasury stock, at cost, 5,063,602 and 4,760,934 shares at March 31, 2015
and December 31, 2014, respectively (380,135 ) (325,396 )

Additional paid in capital 224,209 221,257
Accumulated other comprehensive income, net 2,031 1,211
Retained earnings 456,316 395,783
Total Allegiant Travel Company stockholders' equity 302,443 292,877
Noncontrolling interest 1,145 1,188
Total equity 303,588 294,065
Total liabilities and stockholders' equity $1,298,977 $1,239,385

Edgar Filing: Allegiant Travel CO - Form 10-Q

4



The accompanying notes are an integral part of these consolidated financial statements.
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ALLEGIANT TRAVEL COMPANY
CONSOLIDATED STATEMENTS OF INCOME
(unaudited, in thousands, except for per share amounts)

Three Months Ended March 31,
2015 2014

OPERATING REVENUE:
Scheduled service revenue $200,529 $203,521
Ancillary revenue:
Air-related charges 105,069 85,454
Third party products 10,797 10,629
Total ancillary revenue 115,866 96,083
Fixed fee contract revenue 4,368 2,646
Other revenue 8,478 274
Total operating revenue 329,241 302,524
OPERATING EXPENSES:
Aircraft fuel 69,626 108,949
Salary and benefits 58,553 46,439
Station operations 23,852 22,233
Maintenance and repairs 21,392 20,600
Sales and marketing 7,101 7,818
Aircraft lease rentals 718 9,429
Depreciation and amortization 24,347 18,431
Other 15,553 11,354
Total operating expenses 221,142 245,253
OPERATING INCOME 108,099 57,271
OTHER (INCOME) EXPENSE:
Loss from unconsolidated affiliates, net 4 3
Interest income (105 ) (205 )
Interest expense 6,826 3,128
Total other expense 6,725 2,926
INCOME BEFORE INCOME TAXES 101,374 54,345
PROVISION FOR INCOME TAXES 36,551 20,270
NET INCOME 64,823 34,075
Net loss attributable to noncontrolling interest (44 ) (147 )
NET INCOME ATTRIBUTABLE TO ALLEGIANT TRAVEL COMPANY $64,867 $34,222
Earnings per share to common stockholders:
Basic $3.75 $1.87
Diluted $3.74 $1.86
Weighted average shares outstanding used in computing earnings per share to
common stockholders:
Basic 17,197 18,166
Diluted 17,237 18,248

Cash dividend declared per share: $0.25 $—

The accompanying notes are an integral part of these consolidated financial statements.
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ALLEGIANT TRAVEL COMPANY
CONSOLIDATED STATEMENTS OF COMPREHENSIVE INCOME
(unaudited, in thousands)

Three Months Ended March 31,
2015 2014

Net income $64,823 $34,075
Other comprehensive income:
Net change in available-for-sale securities, net of tax effect of $108 and $(5) for
2015 and 2014, respectively 303 8

Net change in derivatives, net of tax effect of $(584) and $0 for 2015 and 2014,
respectively 994 —

Reclassification of derivative gains into Other revenue (477 ) —
Total other comprehensive income 820 8
Total comprehensive income 65,643 34,083
Comprehensive loss attributable to noncontrolling interest (44 ) (147 )
Comprehensive income attributable to Allegiant Travel Company $65,687 $34,230

The accompanying notes are an integral part of these consolidated financial statements.
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 ALLEGIANT TRAVEL COMPANY
CONSOLIDATED STATEMENTS OF CASH FLOWS
(unaudited, in thousands)

Three Months Ended March 31,
2015 2014

OPERATING ACTIVITIES:
Net income $64,823 $34,075
Adjustments to reconcile net income to net cash provided by operating activities:
Depreciation and amortization 24,347 18,431
Loss on aircraft and other equipment disposals 2,816 1,350
Provision for obsolescence of expendable parts, supplies and fuel 394 295
Amortization of deferred financing costs and original issue discount 242 149
Stock-based compensation expense 5,033 2,189
Deferred income taxes 1,993 2,048
Excess tax benefits from stock-based compensation (1,734 ) (1,323 )
Changes in certain assets and liabilities:
Prepaid expenses (2,552 ) (3,473 )
Accounts payable 4,612 7,427
Accrued liabilities 12,489 5,200
Air traffic liability 48,446 41,726
Other, net 2,051 (729 )
Net cash provided by operating activities 162,960 107,365
INVESTING ACTIVITIES:
Purchase of investment securities (82,335 ) (66,086 )
Proceeds from maturities of investment securities 79,433 79,802
Purchase of property and equipment, including pre-delivery deposits (64,128 ) (11,070 )
Proceeds from sale of property and equipment 274 55
Other investing activities (129 ) (755 )
Net cash (used in) provided by investing activities (66,885 ) 1,946
FINANCING ACTIVITIES:
Cash dividends paid to shareholders (48,050 ) (41,787 )
Excess tax benefits from stock-based compensation 1,734 1,323
Proceeds from exercise of stock options — 2,240
Proceeds from the issuance of long-term debt 37,500 —
Repurchase of common stock (54,739 ) (73,397 )
Principal payments on long-term debt (13,336 ) (4,987 )
Other financing activities (1,686 ) (296 )
Net cash used in financing activities (78,577 ) (116,904 )
Net change in cash and cash equivalents 17,498 (7,593 )
CASH AND CASH EQUIVALENTS AT BEGINNING OF PERIOD 89,610 97,711
CASH AND CASH EQUIVALENTS AT END OF PERIOD $107,108 $90,118

The accompanying notes are an integral part of these consolidated financial statements.
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ALLEGIANT TRAVEL COMPANY
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
(unaudited, in thousands, except share and per share amounts)

Note 1 — Summary of Significant Accounting Policies

Basis of Presentation

The accompanying unaudited consolidated financial statements include the accounts of Allegiant Travel Company
(the “Company”) and its majority-owned operating subsidiaries. Investments in affiliates in which the Company’s
ownership interest ranges from 20 to 50 percent and in which the Company has the ability to exercise significant
influence over operating and financial policies are accounted for under the equity method. All intercompany balances
and transactions have been eliminated.

These unaudited consolidated financial statements reflect all normal recurring adjustments, which management
believes are necessary to present fairly 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
consolidated financial statements prepared in accordance with U.S. generally accepted accounting principles ("U.S.
GAAP") have been condensed or omitted pursuant to the rules and regulations of the Securities and Exchange
Commission for Form 10-Q. These unaudited interim consolidated financial statements should be read in conjunction
with the audited consolidated financial statements of the Company and notes thereto included in the annual report of
the Company on Form 10-K for the year ended December 31, 2014, filed with the Securities and Exchange
Commission.

The preparation of financial statements in conformity with U.S. GAAP requires management to make estimates and
assumptions that affect the reported amounts of assets and liabilities, and disclosure of contingent assets and
liabilities, at the date of the financial statements, and the reported amounts of revenues and expenses during the
reporting period. Actual results could differ from these estimates.

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.

Recent Accounting Pronouncements

In May 2014, the FASB issued Accounting Standard Update ("ASU") 2014-09, intended to create a unified model to
determine when and how revenue is recognized. The core principle is that a company should recognize revenue to
depict the transfer of promised goods or services to customers in an amount that reflects the consideration for which
the entity expects to be entitled in exchange for those goods or services. On April 1, 2015, the FASB proposed
deferring the effective date by one year, to December 15, 2017, for annual and interim periods beginning after that
date. The FASB also proposed permitting early adoption of the standard, but not before the original effective date of
December 15, 2016. The Company is evaluating the impact on its financial statements of adopting this new
accounting standard.

In April 2015, the FASB issued ASU 2015-03, which amends existing guidance and requires the presentation of debt
issuance costs on the balance sheet as a reduction of the carrying amount of the related debt liability rather than a
deferred charge. This ASU is effective for fiscal years, and interim periods within those years, beginning on or after
December 15, 2015, and early adoption is permitted. The Company is evaluating the impact on its financial statements
of adopting this new accounting standard.
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Note 2 — Investment Securities

The Company’s investments in marketable securities are classified as available-for-sale and are reported at fair market
value with the net unrealized gain or loss reported as a component of accumulated other comprehensive income
("AOCI") in stockholders’ equity. Excluded from the table below is the change in fair value attributable to the foreign
currency risk being hedged. Refer to Note 7 - Derivative Instruments for additional information related to the
Company's foreign currency hedge. Investment securities are classified as cash equivalents, short-term investments,
and long-term investments based on maturity date. Cash equivalents have maturities of three months or less,
short-term investments have maturities of greater than three months but equal to or less than one year, and long-term
investments are those with a maturity date greater than one year. Investment securities consisted of the following:

As of March 31, 2015 As of December 31, 2014
Net Unrealized Net Unrealized

Cost Gains (Losses) Market
Value Cost Gains (Losses) Market

Value
Money market funds $2,733 $— $— $2,733 $8,377 $— $— $8,377
Certificates of deposit — — — — 10,049 2 — 10,051
Commercial paper 70,861 4 (6 ) 70,859 47,941 3 (4 ) 47,940
Municipal debt
securities 99,782 5 (3 ) 99,784 105,933 14 (2 ) 105,945

Government debt
securities 35,520 15 (4 ) 35,531 24,028 — (31 ) 23,997

Corporate debt
securities 122,566 8 (38 ) 122,536 134,770 1 (106 ) 134,665

Federal agency debt
securities 4,704 1 — 4,705 4,711 — (1 ) 4,710

Total $336,166 $33 $(51 ) $336,148 $335,809 $20 $(144 ) $335,685

The amortized cost of investment securities sold is determined by the specific identification method with any realized
gains or losses reflected in other (income) expense. The Company had no realized gains or losses for the three months
ended March 31, 2015 and minimal realized losses during the same period in 2014.

Note 3 — Property and Equipment

As of March 31, 2015, the Company owned 53 MD-80 aircraft, six Boeing 757-200 aircraft, nine Airbus A320 aircraft
and 18 Airbus A319 aircraft, which includes 12 Airbus A319 aircraft on lease to a third party. The Airbus A320
aircraft and Airbus A319 aircraft are frequently referred to collectively as Airbus A320 series aircraft.

Property and equipment consisted of the following:

As of March 31, 2015 As of December 31, 2014
Flight equipment $989,994 $947,082
Ground property and equipment 116,891 100,916
Total property and equipment 1,106,885 1,047,998
Less accumulated depreciation and amortization 331,411 309,215
Property and equipment, net $775,474 $738,783
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The following table summarizes the Company's total aircraft fleet as of March 31, 2015:

Aircraft Type Owned (1)
Seating
Capacity (per
aircraft)

Average Age
in Years

MD-88/83 53 166 25.3
B757-200 6 215 22.1
A319 (2) (3) 5 156 10.4
A320 9 177 14.4
Total aircraft 73
(1) Refer to Note 4 - Long-Term Debt for further information on the Company's notes payable secured by aircraft.
(2) Does not include 12 Airbus A319 aircraft currently on lease to a European carrier until 2018.

(3) Excludes one Airbus A319 aircraft owned on March 31, 2015 but placed in service during the second quarter of
2015.

Note 4 — Long-Term Debt

Long-term debt consisted of the following:

As of March 31,
2015

As of December
31, 2014

5.50% Senior Notes, due July 2019 $300,000 $300,000
Notes payable, secured by aircraft, interest at LIBOR plus 3.08%, due May 2018 126,853 131,454
Notes payable, secured by aircraft, interest at LIBOR plus 2.46%, due November
2019 40,088 41,703

Note payable, secured by aircraft, interest at LIBOR plus 2.95%, due April 2018 35,957 38,505
Notes payable, secured by aircraft, interest at 3.99%, due October 2018 34,555 36,844
Notes payable, secured by aircraft, interest at LIBOR plus 2.95%, due May 2018 32,703 34,915
Notes payable, secured by aircraft, interest at LIBOR plus 1.70%, due March 2020 30,000 —
Note payable, secured by real estate, interest at 2.86%, due October 2018 9,607 9,678
Note payable, secured by real estate, interest at 2.86%, due March 2020 7,500 —
Total long-term debt 617,263 593,099
Less current maturities 60,758 53,819
Long-term debt, net of current maturities $556,505 $539,280

Maturities of long-term debt, as of March 31, 2015, for the remainder of 2015 and for the next four years and
thereafter, in aggregate, are:

March 31, 2015
Remaining in 2015 $46,691
2016 63,458
2017 63,659
2018 119,069
2019 316,354
Thereafter 8,032
Total $617,263
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Secured Debt

In March 2015, the Company borrowed $30.0 million secured by two A319 aircraft. The notes bear interest at a
floating rate based on LIBOR plus 1.70 percent, and are payable in quarterly installments through March 2020,
beginning in June 2015.

In March 2015, the Company borrowed $7.5 million secured by the real estate purchased by the Company in October
2014. The note bears a fixed interest rate of 2.86 percent per annum, and provides for a 25-year amortization and a
five-year term.

Note 5 — Stockholders’ Equity

The Company is authorized by the Board of Directors to acquire the Company's stock through open market purchases
under its share repurchase program. During the three months ended March 31, 2015, the Company repurchased
291,134 shares through open market purchases at an average price of $180.78 per share, for a total expenditure of
$52,632. During the three months ended March 31, 2014, the Company repurchased 730,162 shares through open
market purchases at an average price of $98.82 per share, for a total expenditure of $72,157.

In the first quarter of 2015, the Company's Board of Directors approved a recurring quarterly cash dividend of $0.25
per share. On March 17, 2015, the Company paid cash dividends of $4,334 to shareholders of record on March 4,
2015.

On December 3, 2014, the Company's Board of Directors declared a special cash dividend of $2.50 per share on its
outstanding common stock, payable to stockholders of record on December 19, 2014. On January 6, 2015, the
Company paid cash dividends of $43,703 to these shareholders.

Note 6 — Fair Value Measurements

The Company measures certain financial assets and liabilities at fair value on a recurring basis. Fair value is an exit
price, representing the amount that would be received to sell an asset or paid to transfer a liability in an orderly
transaction between market participants. Accounting standards pertaining to fair value measurements establish a
three-tier fair value hierarchy, which prioritizes the inputs used in measuring fair value as follows:

Level 1 - Defined as observable inputs such as quoted prices in active markets for identical assets or liabilities

Level 2 - Defined as inputs other than Level 1 inputs that are either directly or indirectly observable

Level 3 - Defined as unobservable inputs for which little or no market data exists, therefore requiring an entity to
develop its own assumptions.

The Company uses the market approach valuation technique to determine fair value for investment securities. The
assets classified as Level 1 consist of money market funds for which original cost approximates fair value. The assets
classified as Level 2 consist of certificates of deposit, commercial paper, municipal debt securities, federal agency
debt securities, government debt securities, and corporate debt securities, which are valued using quoted market prices
or alternative pricing sources including transactions involving identical or comparable assets and models utilizing
market observable inputs.

For those assets classified as Level 2 that are not in active markets, the Company obtained fair value from pricing
sources using quoted market prices for identical or comparable instruments and based on pricing models which
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include all significant observable inputs, including maturity dates, issue dates, settlement dates, benchmark yields,
reported trades, broker-dealer quotes, issue spreads, benchmark securities, bids, offers and other market related data.
These inputs are observable or can be derived from or corroborated by observable market data for substantially the full
term of the asset.

The fair value of the Company's derivative instrument is determined using standard valuation models. The significant
inputs used in these models are readily available in public markets or can be derived from observable market
transactions and therefore have been classified as Level 2. Inputs used in these standard valuation models for
derivative instruments include the applicable exchange and interest rates.

10

Edgar Filing: Allegiant Travel CO - Form 10-Q

17



Assets measured at fair value on a recurring basis at March 31, 2015 and December 31, 2014 were as follows:

Fair Value Measurements at Reporting Date Using

Description March 31,
2015

Quoted Prices in
Active Markets
for Identical
Assets (Level 1)

Significant
Other
Observable
Inputs (Level 2)

Significant
Unobservable
Inputs (Level 3)

Cash equivalents
Money market funds $2,733 $2,733 $— $—
Municipal debt securities 2,485 — 2,485 —
Total cash equivalents 5,218 2,733 2,485 —
Short-term investments
Corporate debt securities 122,536 — 122,536 —
Municipal debt securities 97,299 — 97,299 —
Commercial paper 70,859 — 70,859 —
Federal agency debt securities 4,705 — 4,705 —
Total short-term investments 295,399 — 295,399 —
Long-term investments
Government debt securities 35,531 — 35,531 —
Derivative instruments 3,435 — 3,435 —
Total long-term investments 38,966 — 38,966 —
Total investment securities $339,583 $2,733 $336,850 $—

Fair Value Measurements at Reporting Date Using

Description December 31,
2014

Quoted Prices in
Active Markets
for Identical
Assets (Level 1)

Significant
Other
Observable
Inputs (Level 2)

Significant
Unobservable
Inputs (Level 3)

Cash equivalents
Money market funds $8,377 $8,377 $— $—
Municipal debt securities 101 — 101 —
Total cash equivalents 8,478 8,377 101 —
Short-term investments
Corporate debt securities 103,961 — 103,961 —
Municipal debt securities 103,155 — 103,155 —
Commercial paper 47,940 — 47,940 —
Certificate of deposit 10,051 — 10,051 —
Federal agency debt securities 4,710 — 4,710 —
Total short-term investments 269,817 — 269,817 —
Long-term investments
Corporate debt securities 30,704 — 30,704 —
Government debt securities 23,997 — 23,997 —
Municipal debt securities 2,689 — 2,689 —
Derivative instruments 1,858 — 1,858 —
Total long-term investments 59,248 — 59,248 —
Total investment securities $337,543 $8,377 $329,166 $—

The Company had no significant transfers between Level 1 and Level 2 assets for the three months ended March 31,
2015 or the year ended December 31, 2014.
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The carrying amounts and estimated fair value of the Company's long-term debt (including current maturities), as well
as the applicable fair value hierarchy tier, at March 31, 2015, are presented in the table below. The fair value of the
Company’s publicly held long-term debt is determined based on inputs that are readily available in public markets or
can be derived from information available in publicly quoted markets; therefore, the Company has categorized its
publicly held debt as Level 2. The remaining eight debt agreements are not publicly held. The Company has
determined the estimated fair value of this debt to be Level 3, as certain inputs used to determine the fair value of
these agreements are unobservable and, therefore, are sensitive to changes in inputs. The Company utilizes indicative
pricing from counterparties and the discounted cash flow method to estimate the fair value of the Level 3 items.

As of March 31, 2015 As of December 31, 2014
Carrying
value

Estimated fair
value

Carrying
value

Estimated fair
value

Estimated
fair value

5.50% Senior Notes, due July 2019 $300,000 $309,000 $300,000 $304,875 Level 2
Notes payable, secured by aircraft, interest
at LIBOR plus 3.08%, due May 2018 126,853 116,233 131,454 119,809 Level 3

Notes payable, secured by aircraft, interest
at LIBOR plus 2.46%, due November
2019

40,088 37,358 41,703 38,735 Level 3

Note payable, secured by aircraft, interest
at LIBOR plus 2.95%, due April 2018 35,957 34,050 38,505 36,330 Level 3

Notes payable, secured by aircraft, interest
at 3.99%, due October 2018 34,555 32,051 36,844 34,000 Level 3

Notes payable, secured by aircraft, interest
at LIBOR plus 2.95%, due May 2018 32,703 30,954 34,915 32,923 Level 3

Notes payable, secured by aircraft, interest
at LIBOR plus 1.70%, due March 2020 30,000 28,682 — — Level 3

Note payable, secured by real estate,
interest at 2.86%, due October 2018 9,607 8,684 9,678 8,693 Level 3

Note payable, secured by real estate,
interest at 2.86%, due March 2020 7,500 6,570 — — Level 3

Total long-term debt $617,263 $603,582 $593,099 $575,365

Due to the short term nature, carrying amounts of cash, cash equivalents, restricted cash, accounts receivable and
accounts payable approximate fair value.

Note 7 — Derivative Instruments

In 2014, the Company entered into a foreign currency swap in order to mitigate the foreign currency exchange rate
risk associated with the forecasted lease revenue from 12 Airbus A320 series aircraft leased to a European carrier until
2018. The Company uses a cash flow hedge to minimize the variability in cash flows of assets or liabilities or
forecasted transactions caused by fluctuations in foreign currency exchange rates. At March 31, 2015, the net change
in fair value recorded in AOCI related to the unrealized gain on the hedge, was $177, when compared to the fair value
at December 31, 2014.
At inception, the Company formally designated and documented this financial instrument as a hedge of a specific
underlying exposure, the risk management objective, and the strategy for undertaking the hedge transaction. The
Company also assessed whether the financial instrument used in the hedging transactions was effective at offsetting
changes in either the fair values or cash flows of the related underlying exposures. This assessment is monitored on at
least a quarterly basis, and the change in fair market value of any ineffective portion of a financial instrument is
immediately recognized into earnings. For the three months ended March 31, 2015, the Company realized $305 in net
gains from its cash flow hedge into Other revenue, and as of March 31, 2015, expects $753 to be reclassified from
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other comprehensive income into Other revenue within the next 12 months.

At March 31, 2015, the fair value of the Company's derivative instrument was $3,435 and is reported in the
Company's consolidated balance sheet within deposits and other assets. Refer to Note 6 - Fair Value Measurements
for additional information related to the estimated fair value.
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Note 8 — Earnings per Share

Basic and diluted earnings per share are computed pursuant to the two-class method. Under this method, the Company
attributes net income to two classes- common stock and unvested restricted stock awards. Unvested restricted stock
awards granted to employees under the Company’s Long-Term Incentive Plan are considered participating securities as
they receive non-forfeitable rights to cash dividends at the same rate as common stock.

Diluted net income per share is calculated using the more dilutive of two methods. Under both methods, the exercise
of employee stock options and stock-settled stock appreciation rights are assumed using the treasury stock method.
The assumption of vesting of restricted stock, however, differs:

1.Assume vesting of restricted stock using the treasury stock method.

2.Assume unvested restricted stock awards are not vested, and allocate earnings to common shares and unvested
restricted stock awards using the two-class method.

For the three months ended March 31, 2015, the second method, which assumes unvested awards are not vested, was
used in the computation because it was more dilutive than the first method. The following table sets forth the
computation of net income per share, on a basic and diluted basis for the periods indicated (shares shown in the
following table are in thousands):

Three Months Ended March 31,
2015 2014

Basic:
Net income attributable to Allegiant Travel Company $64,867 $34,222
Less net income allocated to participating securities (345 ) (254 )
Net income attributable to common stock $64,522 $33,968
Net income per share, basic $3.75 $1.87
Weighted-average shares outstanding 17,197 18,166
Diluted:
Net income attributable to Allegiant Travel Company $64,867 $34,222
Less net income allocated to participating securities (344 ) (253 )
Net income attributable to common stock $64,523 $33,969
Net income per share, diluted $3.74 $1.86
Weighted-average shares outstanding 17,197 18,166
Dilutive effect of stock options, restricted stock and stock-settled stock
appreciation rights 81 121

Adjusted weighted-average shares outstanding under treasury stock method 17,278 18,287
Participating securities excluded under two-class method (41 ) (39 )
Adjusted weighted-average shares outstanding under two-class method 17,237 18,248

No stock awards outstanding were excluded from the computation of diluted earnings per share for the three months
ended March 31, 2015 as they were all dilutive. For the three months ended March 31, 2014, anti-dilutive shares
excluded from the calculation of earnings per share were not material.

Note 9 — Commitments and Contingencies

The Company is subject to certain legal and administrative actions it considers routine to its business activities. The
Company believes the ultimate outcome of any pending legal or administrative matters will not have a material
adverse impact on its financial position, liquidity or results of operations.    
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As of March 31, 2015, the Company had firm commitments to purchase the following aircraft:

Aircraft Type Number of Firm
Commitments

Airbus A319 12
Airbus A320 7

The table below summarizes the Company's commitments as of March 31, 2015 related to the acquisition of aircraft,
aircraft improvements, and other non-aircraft-related operating lease obligations.

As of March 31, 2015
Remaining in 2015 $151,219
2016 120,423
2017 73,091
2018 2,601
2019 4,885
After 2019 2,585
Total commitments $354,804

Note 10 — Related Party Transactions

The Company leases approximately 70,000 square feet of corporate office space, under a lease that expires in April
2018, where the Company previously maintained its corporate headquarters. The Company has taken action to
exercise its option to terminate this lease in May 2015. The Company also leases approximately 10,000 square feet of
office space in an adjacent building which is utilized for training and other corporate purposes (expires in 2019). Both
buildings are owned by limited liability companies in which the Company's Chairman and Chief Executive Officer
owns a significant interest as a non-controlling member. Another member of the Company's Board of Directors also
owns a minority interest in these limited liability companies. Under the terms of these agreements, the Company made
rent payments totaling $688 for the three months ended March 31, 2015 and $786 for the same period in 2014.

For the three months ended March 31, 2015, Game Plane, LLC, a wholly owned subsidiary of the Company, paid
$365 in program development costs to Alpine Labs, LLC and $319 for the same period in 2014. Alpine Labs, LLC has
partnered with Game Plane, LLC to produce and distribute game shows filmed on Company flights. The game shows
are part of promotional efforts for the Company. The Company’s Chairman and Chief Executive Officer owns a 25
percent interest in, and is on the managing board of, Alpine Labs, LLC.

For the three months ended March 31, 2015, the Company made payments totaling $392 to Adapt Courseware, LLC
for the building of corporate training content, and none during the same period in 2014. The Company's Chairman and
Chief Executive Officer owns a controlling interest in Adapt Courseware, LLC.

GMS Racing, LLC competes in the NASCAR Camping World Truck Series and ARCA Racing Series. The
Company's Chairman and Chief Executive Officer owns a controlling interest in GMS Racing, LLC. The Company
has sponsored GMS Racing, LLC since 2013 and has most recently committed to $2,500 for sponsorship and branding
opportunities of which $900 was paid during the three months ended March 31, 2015. No payments were made to
GMS Racing, LLC during the three months ended March 31, 2014.

Note 11 — Subsequent Events

In April 2015, the Company entered into a purchase agreement for three Airbus A320 series aircraft and took delivery
of these aircraft.
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Item 2. Management’s Discussion and Analysis of Financial Condition and Results of Operations

The following discussion and analysis presents factors that had a material effect on our results of operations during the
three months ended March 31, 2015 and 2014. Also discussed is our financial position as of March 31, 2015 and
December 31, 2014. You should read this discussion in conjunction with our unaudited consolidated financial
statements, including the notes thereto, appearing elsewhere in this Form 10-Q and our consolidated financial
statements appearing in our annual report on Form 10-K for the year ended December 31, 2014. This discussion and
analysis contains forward-looking statements. Please refer to the section below entitled “Special Note About
Forward-Looking Statements” for a discussion of the uncertainties, risks and assumptions associated with these
statements.

First quarter 2015 results

The first quarter of 2015 was our 49th consecutive profitable quarter, with net income of $64.9 million and $3.74
earnings per share (diluted) on operating revenues of $329.2 million. Total operating revenue in the first quarter of
2015 increased $26.7 million or 8.8 percent over 2014, primarily due to a $19.8 million increase in ancillary revenue
and an $8.2 million increase in other revenue. We achieved an operating margin of 32.8 percent, the highest in
Company history.

Ancillary air-related revenue increased $19.6 million, or 23.0 percent, in the first quarter of 2015 over the same period
in 2014 due primarily to our revenue optimization efforts. Total ancillary revenue per passenger was $52.11 during the
quarter, which was 10.9 percent higher than 2014, and the highest in Company history. Other revenue increased by
$8.2 million, primarily due to aircraft lease revenue received from a European carrier.

Cost per available seat mile ("CASM") decreased 15.0 percent for the first quarter 2015 when compared to the same
period 2014. This was primarily due to a 36.1 percent decrease in fuel expense, which was driven by a 39.7 percent
decrease in our system average price per gallon, offset by a 5.9 percent increase in system gallons consumed. Our
average number of aircraft in revenue service increased by 5.4 percent from 67.9 aircraft in the first quarter of 2014 to
71.6 aircraft in 2015. The addition of Airbus aircraft, making up nearly 20 percent of our operating fleet at March 31,
2015, has allowed us to continue to increase scheduled service capacity and grow departures by 9.9 percent over first
quarter 2014.

CASM, excluding fuel, increased 4.9 percent from 2014, due primarily to an increase in salary and benefits expense
related to a 14.9 percent increase in full time equivalent employees needed to support the 5.4 percent growth in
average number of aircraft. In addition, our bonus accrual, which is directly correlated to our operating income,
increased 88.2 percent, as well as a stock compensation expense increase of $2.8 million resulting from a significant
increase in our stock price. Depreciation and amortization increased 32.1 percent due to the increase in number of
owned aircraft, of which 12 Airbus aircraft are non-ASM producing as they are on lease to a European carrier through
2018.

As of March 31, 2015, we had $438.0 million in unrestricted cash and investment securities, up from $416.8 million
as of December 31, 2014. The increase was primarily driven by $163.0 million in cash flows from operations, as well
as raising debt of $37.5 million during the first quarter 2015. During the same period, we deployed cash of $64.1
million for capital expenditures, $54.7 million for share repurchases, and $48.1 million in dividend payments.

In 2015, our Board of Directors approved a recurring quarterly cash dividend of $0.25 per share. On March 17, 2015,
the initial quarterly dividend was paid to shareholders of record for total cash payments of $4.3 million.
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Aircraft

Operating Fleet

As of March 31, 2015, our total aircraft in service consisted of 53 MD-80 aircraft, six Boeing 757-200 aircraft, five
Airbus A319 aircraft, and nine Airbus A320 aircraft. The following table sets forth the number and type of aircraft in
service and operated by us as of the dates indicated:

March 31, 2015 December 31, 2014 March 31, 2014
Own (a) Lease Total Own (a) Lease Total Own (a) Lease Total

MD82/83/88s 53 — 53 53 — 53 53 — 53
B757-200 6 — 6 6 — 6 6 — 6
A319 (b) 5 — 5 4 — 4 1 2 3
A320 9 — 9 7 — 7 7 — 7
Total 73 — 73 70 — 70 67 2 69

(a) Does not include aircraft owned, but not added to our operating fleet or temporarily stored as of the date
indicated.

(b) Excludes 12 aircraft on lease to a European carrier until 2018.

Airbus Aircraft

In January 2015, we entered into a forward purchase agreement for four Airbus A320 series aircraft. We expect to
take delivery of the four aircraft in 2017.

In February 2015, we entered into forward purchase agreements for eight Airbus A320 series aircraft. We expect to
take delivery of these aircraft from the second quarter of 2015 through 2017.

In April 2015, we entered into a purchase agreement for three Airbus A320 series aircraft and took delivery of these
aircraft.

Fleet Plan

The following table provides the number of operating aircraft expected to be in service at the end of the respective
quarters:

June 30, 2015 September 30, 2015 December 31, 2015
MD-80 53 52 52
B757-200 6 6 5
A319 7 7 10
A320 9 12 15
Total 75 77 82
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Network

As of March 31, 2015, we offered scheduled service on 247 routes into 15 leisure destinations, and served 85 small
cities in 40 states (including under-served cities and destinations) in our route network. The following shows the
number of destinations and under-served cities served, and routes operated as of the dates indicated (includes cities
served seasonally):

March 31, 2015 December 31, 2014 March 31, 2014
Leisure destinations 15 13 14
Under-served cities 85 83 86
Total cities 100 96 100
Total routes 247 233 227

Trends and Uncertainties

Aircraft fuel cost volatility has a significant impact on our operating results as it is our largest operating cost. Fuel
expense for the first quarter 2015 decreased $39.3 million, or 36.1 percent, compared to 2014. This decrease is due to
a 39.7 percent decrease in system average fuel cost per gallon, down from $3.20 in the first quarter of 2014 to $1.93
for the first quarter of 2015. This decrease was offset by an increase in fuel gallons consumed of 5.9 percent needed to
support our network growth. Fuel costs, in the long-term, remain uncertain and fuel cost volatility could materially
affect our future operating costs.

Our network increased from 227 routes as of March 31, 2014, to 247 routes as of March 31, 2015, for which new
markets accounted for 72.9 percent of the quarter over quarter growth. We announced 22 new routes beginning
service in the second quarter of 2015, including service to five new cities: Memphis, TN; Raleigh-Durham, NC;
Akron/Canton, OH; Brownsville, TX; and Savannah, GA, our newest leisure destination.

We have two employee groups which have voted for union representation: pilots and flight attendants, which make
up approximately 51 percent of our total employee base. We are currently in various stages of negotiations for
collective bargaining agreements with the labor organizations representing these employees. Any labor actions
following an inability to reach collective bargaining agreements could materially impact our operations during the
continuance of any such activity.

In April 2015, our flight dispatchers elected to discontinue union representation.

Litigation continues with the International Brotherhood of Teamsters representing our pilots. See Part II, Item 1, Legal
Proceedings, of this Quarterly Report on Form 10-Q for an update of this litigation.

RESULTS OF OPERATIONS

Comparison of three months ended March 31, 2015 to three months ended March 31, 2014 

 Operating Revenue

Scheduled service revenue. Scheduled service revenue for the first quarter 2015 decreased $3.0 million, or 1.5 percent
compared with 2014. The decrease was primarily driven by a 9.4 percent decrease in scheduled service average fare,
offset by an 8.7 percent increase in scheduled service passengers which was driven by additional scheduled service
capacity of 5.6 percent.
Air-related charges. Ancillary air-related charges for the first quarter 2015 increased $19.6 million, or 23.0 percent
compared with 2014. This increase was primarily due to an 8.7 percent increase in scheduled service passengers as
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well as our optimization efforts related to certain ancillary products and fees, driving a 13.1 percent increase in
average air-related fare per passenger in the first quarter 2015 compared to 2014. Our ongoing optimization efforts
include a focus on seat assignment fees, priority boarding, and boarding pass printing fees, as well as certain policy
initiatives affecting charges for trip cancellation and itinerary changes.

Third party products. Third party product revenue in the first quarter 2015 increased 1.6 percent over the same period
in 2014, partly due to an 8.7 percent increase in scheduled service passengers. We also achieved an 8.0 percent
increase in rental car days sold, primarily in our Phoenix market and growing Florida markets. These were offset by a
5.8 percent decrease
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in hotel room night sales driven by a decline in hotel sales in the Las Vegas market, despite a 14.5 percent increase in
Florida hotel room night sales.
The following table details ancillary revenue per scheduled service passenger from air-related charges and third party
products:

Three Months Ended March 31, Percentage
2015 2014 Change

Air-related charges $47.25 $41.79 13.1  %
Third party products 4.86 5.20 (6.5 )
Total ancillary revenue per scheduled service passenger $52.11 $46.99 10.9  %

The following table details the calculation of ancillary revenue from third party products. Third party products consist
of revenue from the sale of hotel rooms, ground transportation (rental cars and hotel shuttle products), attraction and
show tickets, and fees we receive from other merchants selling products through our website:

Three Months Ended March 31, Percentage
(in thousands except room nights and rental car days) 2015 2014 Change
Gross ancillary revenue - third party products $37,315 $35,739 4.4  %
Cost of goods sold (25,969 ) (24,651 ) 5.3
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