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Ultra Low-Cost Carriers (ULCCs)

Innovation, Low Prices, and Sustainability
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U.S ULTRA LOW COST CARRIERS (ULCCs)

Reauthorization 2023 ULCC Priorities

The ULCCs (Allegiant, Avelo, Breeze, Frontier, Spirit and Sun Country) — offer the lowest fares, predominately
nonstop, in the U.S. airline industry, averaging just over $60 per one-way segment in 2022. Even when
ancillary fees are included (and, depending on the carrier and market, between 25-40% of our customers do
not opt for ancillary services), passengers still end up paying far less than a customer does for the fare alone
on Southwest Airlines, let alone the high fares charged by the three network airlines.

G;i//f Policy Constraints e @ Asset Constraints e% Pilot Constraints

While Passenger and Cargo Demand Is
Rebounding From the Pandemic,
Congress and the Biden Administration
Should Hold the Line on New Non-Safety
Regulations, Taxes and Fees to Ensure
the Industry’s Nascent Recovery and
Protect U.S. Airline Jobs

Policy Action Needed to Increase ULCC
Access to the Nation’s Most Congested
Airports, Including Slots, Gates and ATC
Capacity Related Issues Depending on
Airport.

The Pilot Shortage is Real and Must Be
Addressed to Ensure U.S. Airline Industry
Growth, Reduce Delays and
Cancellations, Protect Service to Small
and Rural Communities, and Contain
Inflation in Fares
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https://allegiantair0.sharepoint.com/sites/CorpDevProjects/Shared%20Documents/Corp%20Dev%20ABC's/P/Pilots/Pilot%20Shortage/2022/PDF%20Versions/Pilots_Scarcity.pdf

Reauthorization 2023 ULCC Priorities

Snapshot of the ULCCs — significant presence from coast to coast

. N .. . ‘.. ‘.~ se e,
= : : .
T',.'. - '.:-. ﬁ"?
..-‘-. : *. “-
..
L3

@ Bubble size indicates total s %
seats flown .
L]

o Served by 1 ULCC
@ Served by 2 ULCCs

@ Served by 3 ULCCs

Source: TTM airline schedules ending Dec 315t 2022 accessed through diio.net as of March 22" 2023
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)~ 85+ million passengers in 2022
- 242 unique airports
28,000+ employees
=~ ~1,800+ peak daily departures
)~ 520+ aircraft
~15% market share by domestic passengers

)~ ..and growing. The ULCC segment is the

fastest growing part of the airline industry
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Reauthorization 2023 ULCC Priorities

ULCCs offer the lowest fares and force discipline — the ULCC effect

Average O&D Fare by Airline Average O&D Fare By ULCC Market Share
TTM 2022Q3 TTM 2022Q3
= ULCC passengers pay on average $32 less each way = ULCC force fare discipline in competing markets, the
than on Southwest — even including ancillaries greater the ULCC share the more pressure is placed
= ~25-40% of ULCC passengers buy only airfare $216 on other airlines to reduce fares as shown below
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Source: US DOT O&D Survey, right chart: Network (American, Delta, United), hybrid(Jetblue, Alaska, Hawaiian), LCC(Southwest), ULCC(Allegiant, Frontier, Spirit, Sun Country) 4



Reauthorization 2023 ULCC Priorities

ULCCs are the fastest growing and most environmentally friendly

% Change in Systemwide Market Share
2009 vs. 2022

ASMs per Gallon vs. Average Seats per Departure
FY2009 vs. FY2022

= ULCCs have been able to grow their market share ~¥325% whereas Network carriers have shrunk

69%
56%
2009 -2022
18% 19%
12%
9%
Hybrid uULCC LCC Network

Source: T100, Source: SEC 10-K Fillings (2009 & 2019 & 2021), O&D systemwide market share (US O&D Survey)

Note: Network (American, Delta, United), hybrid (jetblue, Alaska, Hawaiian), LCC(Southwest), ULCC (Allegiant, Frontier, Spirit, Sun Country), Regional Carriers (operating for American, Alaska, Delta, and United)

ASMs per Gallon

= ULCCs have improved fuel efficiency as a result of investment in next generation aircraft
and higher avg. seats per departure vs. network carriers (185 vs. 126) moving roughly 47%
more passengers (pax) per departure in 2022

= Smaller, but still comfortable seat pitch allows ULCC to be more environmentally friendly
105
95
in ULCC emissions
efficiency
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https://www.wefly4you.com/

Reauthorization 2023 ULCC Priorities

“Do no harm” — airlines barely profitable, highly taxed, and regulated

Airline Expense & Profits

2003 - 2022 Aircraft
Other Expenses Ownership Pilot Fuel .
i.e. Airports, Maintenance, Sales Expense Expense Expense > ULC_CS cjlo no haj\rm priorities are around
(37%) (11%) (14%) (23%) ancillaries, ancillary transparency, refunds,

seat pitch, and PFCs
= PFCs disproportionately effect the ULCC’s

'T.'.QM..;..BBSEE"T'.."L'EQ%\ :ienece its not a % based fee but rather a fixed

= Airline travel is one of the most heavily tax
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Effective Federal Excise Tax Rate “sin tax”

(% of total price incl. Federal Taxes) 26.2% Notes
2022 ) * Beer: 12-pack of Bud Light costing $10.49 taxed at

$0.05 per can

* Pistols and Revolvers: Federal rate is 10 percent of pre-
tax sale price

* Distilled Spirits: 750ml 80 proof of Tito's Vodka costing
$18.99 taxed at $2.14

 Cigarettes: Pack of 20 small cigarettes costing $5.15
before federal excise taxes of $1.01

* Air Travel: $52 domestic round trip with one stop each
way involving airports levying a passenger facility
charge of $4.50 per segment

Beer Gun Liquor Cigarettes Air Travel @

NACA

9.1% 10.1%

Source: https://www.tth.gov/tax-audit/tax-and-fee-rates 7



Reauthorization 2023 ULCC Priorities

ATC staffing causing inability for airlines to serve more passengers

Cancels caused by ATC for Florida originating flights Florida originating ATC delay minutes and delayed flights
2019 vs. 2022 2019 vs. 2022

= ATC related cancels increased 3-fold for flights originating Florida in 2022 vs. 2019. At the = ATC related delay minutes remained flat while number of flights delayed for any reason decreased,
same time, the number of departures increased by less than 1% leading to a 23% increase in ATC delay per delayed flight

588K 1% increase 590K

.— in flights from Florida —>. 146K

113K
202%
increase
in ATC related
cancels
668
2019 2022 2019 2022
or
B Cancellations @ Departures B ATC Delay Minutes Delayed Flights J@
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Source: DOT On-time Performance Report



Reauthorization 2023 ULCC Priorities

The pilot scarcity will limit travel options over the next decade

Industry Pilot Outlook

With current industry environment

Demand environment, early

11,089 retirements, up gauging, and
reduced productivity 10,540 10,708
")
9,573 \\
N9,075 Recovery and Stabilization 9,167
8,651
N 8,346 8,220 8,164
Given current ATP trends we
believe 2023/24 will be around
\7-8k per year
5,244 5,401 5,503 5,426 3,530 2,587 2623 >/689 2,563
Pandemic Build up Levels out to long term avg. )
2021 and 2022 highest student
starts since 2012
2023 2024 2025 2026 2027 2028 2029 2030 2031 2032
S\ NN “
MO\ - (38,028)
g (9,519) Cumulative
(12,462) (14,606)
’ (17,344) Shortage
(20,465)  (24,044) By 2030
(27,993)
(32,883) (38,028)

Source: Internal analysis

== Demand (Pilots needed)
/7| Estimated Deficit

e Supply (Pilots Created)

Assumptions:

* Near term carrier stated and long-term business
model growth projections

* No recovery in productivity to 2019 levels

e Current industry requirements (age 65 & FOQ rule)
+ the expensive training process ($75K+)

* 10.8% 5-year lagged Student to ATP ratio — Avg.
Last 23 years

* Scarcity compounded by major domestic events
(9/11, 2008 economic recessions, recovery time &
smaller military)

* Changes from previous forecast driven by

productivity outlook, missed hiring targets in 22,
and near-term growth assumptions
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Reauthorization 2023 ULCC Priorities
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Industry growth and recovery is driven by ULCC carriers

% Change in Domestic Departures vs 2019
Jan 20 — Dec 22 (Actual)
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Reauthorization 2023 ULCC Priorities

Regional decline
caused by pilot
scarcity

= ULCCs have recovered back to 2019 levels before any other sector
of the industry

= Two ULCCs started operations during the Pandemic and have
added to growth / recovery

= ULCC growth is threatened by regulation and lack of pilot supply

m Network
Regionals

Jan Mar May Jul Sep Nov Jan Mar May Jul Sep Nov Jan Mar
2020 2021

Source: T100
Note: Network (American, Delta, United), hybrid (jetblue, Alaska, Hawaiian), LCC(Southwest), ULCC (Allegiant, Frontier, Spirit, Sun Country), Regional Carriers (operating for American, Alaska, Delta, and United)

May Jul Sep Nov
2022

Network carriers
perceived to be

recovering however

they have shifted

their regional feed

because of pilot
scarcity
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Reauthorization 2023 ULCC Priorities

Philadelphia — ULCCs in Action

Traffic Volume by Airline Type in Philadelphia Average Fares in Philadelphia — Thickness of Line Indicates Passengers
TTM 2009Q3 to TTM 2022Q3 TTM 2009Q3 to TTM 2022Q3

= After AirTran was absorbed by Southwest fares rose and traffic plateaued in Philadelphia

Fares rose after
= However, the entry of ULCCs in Philadelphia has led to a decrease in fares and increase in traffic f

AirTran Consolidated

w/ Southwest
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$200

20,000

$190

Still down
21% 2019

$180
$170
$160
$150
$140 Fares drop in both overall
$130 market and in competitive
$120 markets as ULCCs expand

w/ $110 presence
Southwest 5100

10,000 590

$80

15,000

AirTran
Consolidated

Fare

$70

ULCCs growing while $60

other carriers shrank $50
5,000 $40

$30 Low Cost Carrier

$20 M Non ULCC Market
Il Other Airline in ULCC Markets

$10 . Overall

$0
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Source: US DOT O&D Survey, PHL to United States, Mexico, and the Caribbean, excludes carrier usage charge from fare 12



Reauthorization 2023 ULCC Priorities

Gates have become less accessible despite decreases in utilization

Gate Utilization
March/July 2019 vs 2022

Efficient gate usage

@ 95
8.7 Q)

100%

90%

2022 % of gates utilized
for 6 or more turns

ULCC gate access has been limited despite declines in departures by other airlines

Southwest operates averages 8-10 turns per day — what is achievable

Better utilization of gates would benefit the public by allowing more flights and decrease the need
for expensive airport construction projects

¥ ¥ ¥

2022 avg. turns per gate
per day

2019 % of gates utilized
for 6 or more turns

O N O N

2019 avg. turns per gate
per day

5.4 @ 3.6
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Reauthorization 2023 ULCC Priorities

Gates efficiency can help airport access constraints, allowing more to fly

Example of well - utilized gates vs under utilized gates
July 15t 2022 — Southwest at Dallas Love ; Delta at Nashville

Plane taxing-in
20 while plane about
to pushback
6 07 08 09 10 11 12 13 14 15 16 17 18 19 20 21 22 23

0

03]

Dallas Love Gates
=
o

Time of Day

- - - Opportunity for more vacations and business trips

A 4
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Source: OAG flight status 14



Reauthorization 2023 ULCC Priorities

The pilot scarcity will be largely dependent on student starts
Industry Pilot Outlook

With various student/ATP ratios

11,089 RN |
S . i i — . - — 10,540 . . &70180,873 === Demand (Pilots needed)

‘ ’ ?’ . ..
9,573 \\ Estimated Deficit
9,167 . .
- = ! e o Supply (21.1% Student/ATP Ratio — High. Last 33 Years)
- \\\
8’456, 8,220 - ~8,164 - T \\\\\\ 8,689

" ! 8.164 ' - == Supply (16.9% Student/ATP Ratio — High. Last 32 Years)
\\\\\\\\\\\ e e e Supply (12.8% Student/ATP Ratio — Avg. Last 13 Years)

10,248

: ' 6,572 e  Supply (10.8% Student/ATP Ratio — Avg. Last 23 Years)
5,563
= The 21% conversion rate is inclusive of the 9K
pilots that receive their ATP in 2022
2023 2024 2025 2026 2027 2028 2029 2030 2031 2032 3 Last time we reached this numbers were in 2016
N with 9,520 and in 1979 with 8,981
N\\ \ = Seems very unrealistic to sustain over the next
(5,845) decade even the 16.9% which high over the last
(9,519) (12,462) 30 years exclusive of 2022 pilot conversion.
pose o (38,028)
(20,465) (24,044 Cut:nulatlve
(27,093) : Shortage
(32.883) 30 0o0) By 2030 / .

nNACA
Source: Internal analysis 15



Reauthorization 2023 ULCC Priorities

Middle of pilot pipeline remains flattish

Original Airmen Certificates Issued
2010 - 2021

= Student starts remain below historic levels despite wide media coverage of pilot need / new pay rates
== ATP generation is uneven compared to other ratings
= Precursors to ATP, private/commercial/flight instructor flat with 2019 levels

69,265

56,169 Student Starts
Volatile and hard to
predicted

remains flattish

|

/\_ | Private through
I flight instructor
|

ATP
Volatile and hard to
1990 1992 1994 1996 1998 2000 2002 2004 2006 2008 2010 2012 2014 2016 2018 2020 2022 predicted
=Student Private es==|nstrument Ratings esssCommercial esssFlight Instructor Certificates ===Airline Transport ‘

Source: FAA Civil Airman Statistics
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Reauthorization 2023 ULCC Priorities

Raising pay has not addressed the scarcity

First Officer Hourly Pay Trend

One Year Rates

2013 -2023

@ Delta @ nited $
. . A
e american jet blue I
e S DIFit — frontier |
e 3| legiant e skywest :
e horizon air e— OS5 I
envoy air !
v

$66

A

200%
Wage gap

v
$22

Captain Hourly Pay Trend
12 Year Rates

2006 - 2023 <335
9% A

112 Southwest == Delta Wage gap |
- Airtran - AMmerican (Current negotiations bottom *
e United S Airways totor) / $306

25% e S P Fi jetBlue

wage gap e—Allegiant e=SkyWest

e HOIZON Air === Mesa

2013 2014 2015 2016 2017 2018 2019 2020 2021 2022 2023

Source: Pilot CBA agreements, AirlinePilotCentral (WayBack Machine) & Form 41

82%
Wage gap

(bottom Mainline top
Mainline)

$191

- /
v/
$113 $95
$79
f»a—
2006 2008 2010 2012 2014 2016 2018 2020 2022 (
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Reauthorization 2023 ULCC Priorities

Result — meaningful loss of air service that is unlikely to be restored

Airports with Lost Service from Brand Airline
First 9 months of 2023 vs. 2019

123 Airports Have Lost a Fourth
(25%) of Service
(1/3 of all airports by a brand carrier)

*Mainline Hubs

% From FY2022 (93 airports lost) vs. scheduled first 9 months of (100%) NN (25%)
2023 airlines have reduced service in an additional 30 Frequency Reduction ?"
airports @
NACA

Source: Airline Schedules from DIIO MFE : 18



Pathways to pilot career

U.S.A Status Quo (61,141,142)

Private &

Instrument
Minimal Equipment /
AATD

Commercial & Multi-
Engine
Minimal Equipment / Complex /
Multi-Engine / AATD

Build Time
Fly minimal equipment / flight instruct / Part 135
First Officer

Teed ,000 — 1,500 hours / credits
e $75k - $420k

* Requires students to take on large sums of debt or

be able to pay significate up-front costs

* Take second jobs while building time to 1,500 hours

* Risk —financial & time
* No straight pathways

MPL Program (Most others)

Core Flying
Minimal Equipment /
Multi-engine / AATD

Basic
FTD (A320/737)

Intermediate
FTD (A320/ 737)

Advanced
FFS (A320/ 737)
/ Turbine

~800
hours

University Course Equivalents

mee 252 hours / 476 credits
coe $O*

¢ $75k - $110k but guaranteed job with earnout

* Significant amount of ground instruction time

* Provides significant experience in actual airline
operations beyond what you get in existing US
programs

Source: 14 CFR 61,141,142. Astonfly, CAE, & BAA Flight School, Republic Exemption Filing

Carrier Extension Training Program
New Proposed Method

Private &

Instrument
Minimal Equipment /
AATD

Commercial & Multi-
Engine
Minimal Equipment / Multi-Engine
I AATD

Intermediate
Minimal Equipment / AATD / FTD (A320 / 737)

Advanced
FFS (A320/ 737) / Turbine

University Course Equivalents

mmee 398-740 hours / 726-1498 credits
Seo $O*

* Airline takes on the cost of training with
employment opportunities afterwards to “repay
the debt”

* Less focus on financials and more on high quality
training & learning

* Helps de-risk career path

* Produces safer pilots

Reauthorization 2023 ULCC Priorities

/ Learning Blocks \

I Core Flying
I Time Building

I Specialized Jet Airline Training

» Knowledge Building

Qot relative hours/sizes between prograny

ﬂkeaway: We believe our\

approach will provide both
safety and opportunity for
Pilots and Airlines.

Even as evident in the Latest
Top Gun movie VR is heavily
used to train the best of the

best.

Policymakers should also
provide financial incentives
to encourage more
Americans to pursue careers

as pilots /
an—

NACA
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Reauthorization 2023 ULCC Priorities
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