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PART I. FINANCIAL INFORMATION

Item 1. Financial Statements

FRON
Bala

TIER AIRLINES,
nce Sheets

INC.

(Unaudited)

Assets

Curr

Prop
Secu
Airc
Rest
Defe

ent assets:

Cash and cash equivalents

Short-term investments

Restricted investments

Receivables, net of allowance for doubtful accounts
of $298,000 and $237,000 at December 31, 2003 and
March 31, 2003, respectively

Income taxes receivable

Security and other deposits

Prepaid expenses and other assets

Inventories, net of allowance of $2,428,000 and
$2,478,000 at December 31, 2003 and March 31,
2003, respectively

Deferred tax asset

Total current assets

erty and equipment, net

rity and other deposits

raft pre-delivery payments

ricted investments

rred loan fees and other assets, net

Liabilities and Stockholders' Equity

Curr

ent liabilities:

Accounts payable
Air traffic liability

Other accrued expenses (note 4)
Current portion of long-term debt (note 6)
Deferred revenue and other liabilities

December 31,
2003

25

26

March 31,
2003

$ 184,323,539
2,000,000
23,415,901

26,998,522
389,192
515,000

11,271,500

6,206,370
7,669,732

$ 102,880,404
2,000,000
14,765,000

25,856,692
24,625,616
912,399
9,050,671

5,958,836
4,788,831

262,789,756
444,366,268
14,998,851
24,276,079
8,161,000
5,494,202

190,838,449
334,492,983
6,588,023
30,531,894
9,324,066
16,068,361

$ 760,086,156

$ 587,843,776

$ 27,649,190
72,991,948
40,866,829
16,042,842

1,330,000

$ 26,388,621
58,875,623
22,913,659
10,473,446

1,396,143
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Total current liabilities
Long-term debt (note 6)
Deferred tax liability
Deferred revenue and other liabilities
Total liabilities

Stockholders' equity:

Preferred stock, no par value, authorized 1,000,000

shares; none issued

Common stock, no par value, stated value of $.001

per share, authorized 100,000,000

shares;

35,229,768 and 29,674,050 shares issued and
outstanding at December 31, 2003 and March

31, 2003, respectively
Additional paid-in capital
Other comprehensive loss
Retained earnings

See accompanying notes to financial statements.

FRONTIER AIRLINES, INC.
Statements of Operations

158,880,809
284,994,343
32,221,473
21,261,354
497,357,979

130,047,492
261,738,503
20,017,787
17,072,868
428,876,650

35,230 29,674
181,833,352 96,424,525
(40, 6009) -
80,900,204 62,512,927

262,728,177 158,967,126
760,086,156 587,843,776

(Unaudited)
Three Months Ended Nine Months Ended
December 31, December 31, December 31, Decemb
2003 2002 2003 20
Revenues:
Passenger $ 159,174,576 $ 117,752,421 $ 458,130,130 $ 343,7
Cargo 2,036,132 1,353,403 6,094,379 4,2
Other 2,349,767 1,147,464 7,322,528 3.3
Total revenues 163,560,475 120,253,288 471,547,037 351,14
Operating expenses:
Flight operations 26,097,278 22,100,419 75,417,872 62,8
Aircraft fuel expense 27,486,807 21,709,633 75,988,127 60, 4
Aircraft lease expense 17,246,551 17,868,787 52,359,272 52,4
Aircraft and traffic servicing 29,626,177 22,440,145 79,701,143 63,0
Maintenance 17,324,224 19,343,863 52,322,200 53,2
Promotion and sales 17,322,739 11,664,781 48,312,687 39,8
General and administrative 9,560,740 6,684,541 28,280,752 19,3
Depreciation and amortization 6,295,489 4,558,342 17,352,987 12,4
Total operating expenses 150,960,005 126,370,511 429,735,040 363,38
Operating income (loss) 12,600,470 (6,117,223) 41,811,997 (12,4
Nonoperating income (expense):
Interest income 590,206 328,303 1,528,037 1,5
Interest expense (3,195,924) (1,993,971) (11,064,704) (5,1
Emergency Wartime Supplemental
Appropriations Act compensation - - 15,024,188
Early extinguishment of debt (1,073,028) (1,774,311) (9,815,517) (1,7

Aircraft lease and facility
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exit costs (26,446) - (5,371,799)
Loss on sale-leaseback of aircraft (85,376) - (1,323,094)
Other, net (39,802) (240,000) (892,113) (6
Total nonoperating expense,
net (3,830,370) (3,679,979) (11,915,002) (6,0
Income (loss) before income tax
expense (benefit) and cumulative
effect of change in method of
accounting for maintenance 8,770,100 (9,797,202) 29,896,995 (18,4
Income tax expense (benefit) 3,314,236 (3,429,369) 11,509,718 (6,6
Income (loss) before cumulative
effect of change in method of
accounting for maintenance 5,455,864 (6,367,833) 18,387,277 (11,8
Cumulative effect of change in
method of accounting for
maintenance, net of tax - - - 2,0
Net income (loss) $ 5,455,864 $ (6,367,833) $ 18,387,277 $ (9,8

(continued)

See accompanying notes to financial statements.

FRONTIER AIRLINES, INC.
Statements of Operations
(Unaudited)

Three Months Ended

Nine Months Ended

Earnings (loss) per share:
Basic:

Income (loss) before cumulative
effect of change in accounting
principle

Cumulative effect of change in
method of accounting for
maintenance checks

Net income (loss)

Diluted:
Income (loss) before cumulative
effect of change in accounting

December 31, December 31, December 31, Decemb

2003 2002 2003 20
$0.15 ($0.21) $0.58

$“5 ________‘59232 _______fﬁiff _______
$0.14 ($0.21) $0.53

principle

Cumulative effect of change in
method of accounting for
maintenance checks
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Net income (loss) $0.14 ($0.21) $0.53
Weighted average shares of
common stock outstanding:
Basic 35,203,458 29,648,077 31,829,010 29,6
Diluted 38,509,350 29,648,077 34,554,105 29,6

See accompanying notes to financial statements.

FRONTIER AIRLINES, INC.

Statements of Stockholders' Equity and Other Comprehensive Loss
For the Year Ended March 31, 2003 and the Nine Months Ended December 31, 2003

Common
stock

Accumulated
Additional Unearned other
paid-in ESOP comprehensive Retai
capital shares loss earni

Balances, March 31, 2002 S 29,422

85,867,486 (2,119,670) - 85,356

Net loss -
Exercise of common

stock options 252
Warrants issued in

conjunction with

debt agreement -
Tax benefit from exercises

of common stock options -
Amortization of employee

stock compensation —

_ - - (22,843

616,695 - -

9,282,538 - -

657,806 - -

— 2,119,670 -

Balances, March 31, 2003 29,674

96,424,525 - - 62,512

Net income -
Other comprehensive loss —
Unrealized loss on
derivative instruments -
Total comprehensive income

Sale of common stock, net of
offering costs of $257,000 5,050
Exercise of common

stock options 158
Tax benefit from exercises

of common stock options -
Equity adjustment for the

repricing of warrants

issued in conjunction

with a debt agreement -
Contribution of common stock

to employees stock

- - - 18,387

- - (40, 609)

81,072,096 - -

939,620 - -

987,650 - -

116,701 - -



ownership plan 348
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Amortization of employee
stock compensation — —

Balances, December 31, 2003 $35,230

See accompanying notes to financial statements.

FRONTIER AIRLINES, INC.
Statements of Cash Flows
For the Nine Months Ended December 31, 2003 and 2002

(Unaudited)

2,292,760 (2,293,108)
2,293,108
$181,833,352 $ - $ (40,6009 $80, 900
2003 2002

Cash flows from operating activities:
Net income (loss)

Adjustments to reconcile net income to net cash and cash

equivalents provided (used) by operating
activities:

Employee stock option plan compensation expense
Depreciation and amortization

Loss on disposal of equipment

Accelerated amortization of deferred loan costs
Unrealized derivative gain, net

Deferred tax expense

Changes in operating assets and liabilities:

Restricted investments

Receivables

Income taxes receivable

Security and other deposits

Prepaid expenses and other assets

Inventories

Deferred loan and other assets

Accounts payable

Air traffic liability

Accrued maintenance expense

Other accrued expenses

Deferred stabilization act compensation

Deferred revenue and other liabilities
Net cash and cash equivalents provided

(used) by operating activities

Cash flows from investing activities:
Decrease in aircraft lease and purchase deposits, net
Decrease in restricted investments
Proceeds from the sale of aircraft
Capital expenditures

Net cash and cash equivalents used by
investing activities

Cash flows from financing activities:
Net proceeds from issuance of common stock

$ 18,387,277

$ (9,884,076)

1,771,156 2,119,670
17,352,987 12,489,981
1,631,405 234,797
9,815,517 177,924
(580, 005) (237,933)
9,322,785 6,683,479
(9,931, 335) (3,809,834)
(1,141, 830) 2,416,697
24,236,424 (6,495,325)
(2,556,741) (3,924, 364)
(2,220,829) 2,816,232
(247,534) (1,385,935)
2,486,574 (174,209)
1,260,569 (1,570,274)
14,116,325 (10,238,143)
- (3,196, 618)
18,525,475 (484,470)
- (4,835,381)
4,122,343 4,408,747
106,350,563 (14,889,035)
799,127 4,792,059
2,443,500 617,700

- 29,750,000
(128,857,677) (197,880,599)

(125,615,050)

83,121,275

(162,720,840)

1,184,019
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Proceeds from long-term borrowings
Payment of financing fees
Principal payments on long-term borrowings
Net cash and cash equivalents provided
by financing activities

Net increase (decrease) in cash and
cash equivalents

Cash and cash equivalents, beginning of period

Cash and cash equivalents, end of period

See accompanying notes to financial statements.

FRONTIER AIRLINES, INC.

Notes to Financial Statements
December 31, 2003

(1) Basis of Presentation

98,500,000
(1,238,889)
(79,674,764)

100,707,622

81,443,135
102,880,404

$184,323,539

147,100,000
(1,786,064)
(26,941,612)

119,556,343

(58,053,532)
87,555,189

$ 29,501,657

The accompanying unaudited financial statements have been prepared in accordance with
States of America for interim

accounting principles generally accepted 1in the United
financial information and the instructions to Form 10-Q and Regulation S-X.

Accordingly,

they do not include all of the information and footnotes required by accounting principles

generally accepted in the United States of America for complete
and should be read in conjunction with the Company's
year ended March 31, 2003. In the opinion of management,

only of normal recurring adjustments) considered

have been included. The results of operations for the

Annual

financial

statements
Report on Form 10-K for the
all adjustments
necessary for a fair
three and nine

(consisting
presentation
months ended

December 31, 2003 are not necessarily indicative of the results that will be realized

for the full year.
(2) Summary of Significant Accounting Policies

Stock-Based Compensation

The Company follows Accounting Principles Board Opinion No. 25, "Accounting for Stock

Issued to Employees" ("APB 25"), and related Interpretations in accounting
employee stock options and follows the disclosure

for its

provisions of Statement of Financial

Accounting Standards No. 123 (SFAS 123). The Company applies APB 25 and related Interpretati

in accounting for its plans. Accordingly, no compensation

cost is recognized for options

granted at a price equal to the fair market value of the common stock on the date of grant.
Pro forma information regarding net income and earnings per share is required by SFAS 123,
which also requires that the information be determined as if the

Company has accounte
for its employee stock options under the fair value method of that Statement.

Had compensat

cost for the Company's stock-based compensation plan been determined using the fair value of

the options at the grant date, the Company's pro forma net income (loss) and earnings (los
per share would be as follows:
Three Months Ended Three Months Ended
December 31, December 31, December 31, Decemb
2003 20
Net income (loss):
As Reported $ 5,455,864 $ (6,367,833) $ 18,387,277 $ (9,8
Pro Forma $ 4,970,766 $ (6,825,508) $ 16,830,293 $ (12,8
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Earnings (loss) per share, basic:
As Reported $ 0.15 s (0.21) S 0.58 $
Pro Forma S 0.14 S (0.23) S 0.53 S

Earnings (loss) per share, diluted:
As Reported $ 0.14 s (0.21) S 0.53 $
Pro Forma S 0.13 $ (0.23) S 0.49 S

FRONTIER AIRLINES, INC.
Notes to Financial Statements
December 31, 2003

Interest Rate Hedging Program

During the nine months ending December 31, 2003, the Company designated certain interest
swaps as qualifying cash flow hedges. Under these hedging arrangements, the Company is hed
the interest payments associated with a portion of its LIBOR-based Dborrowings. Under the
agreements, the Company pays a fixed rate of interest on the notional amount of the contra
of $27,000,000, and it receives a variable rate of interest based on the three month LIBOR
which is reset quarterly. Interest expense for the three and nine months ended December 31,
includes $90,000 and $263,000 of settlement amounts payable to the counter party for the pe
Changes in the fair value of interest rate swaps designated as hedging instruments are repo
in accumulated other comprehensive income. These amounts are subsequently reclassified
interest expense as a yield adjustment in the same period in which the related interest paym
on the LIBOR-based borrowings affects earnings. Approximately $41,000 of unrealized 1o
are included in accumulated other comprehensive loss for the nine months ended December
2003 and are expected to be reclassified into interest expense as a yield adjustment of the
interest payments over the next 12 months.

Government Assistance

The Emergency Wartime Supplemental Appropriations Act (the "Appropriations Act"), enacted
April 2003, made available approximately $2.3 billion to U.S. flag air carriers for expens
and revenue foregone related to aviation security. The payment received by each carrier w
for the reimbursement of the TSA security fees, the September 11lth Security Fee and/or the
Aviation Security Infrastructure Fee paid by the carrier as of the date of enactment of t
Appropriations Act. According to the Appropriations Act, an air carrier may use the am
received as the carrier determines. Pursuant to the Appropriations Act, the Company recei
$15,573,000 in May 2003, of which $549,000 was paid to Mesa Air Group for the revenue passen
Mesa carried as Frontier JetExpress.

The Appropriations Act provides for additional reimbursements to be made to U.S. flag ai
carriers for costs incurred related to the FAA requirements for enhanced flight deck door
security measures that were mandated as a result of the September 11 terrorist attacks.
Pursuant to the Appropriations Act, the Company received $889,000 in September 2003 for expe
related to the installation of enhanced flight deck doors on its aircraft, $275,000 of whi
was recorded as a reduction to property and equipment, net, and $614,000 was recorded as a
reduction to maintenance expense.

Other Accrued Expenses

The December 31, 2003 and March 31, 2003 other accrued expenses are comprised of the followi

December 31, March 31,
2003 2003
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Accrued salaries and benefits $22,313,946 $14,103,103
Federal excise and other passenger taxes payable 9,463,071 6,651,108
Other 9,089,812 2,159,448

$40,866,829 $22,913,659

FRONTIER AIRLINES, INC.
Notes to Financial Statements
December 31, 2003

(5)

Stockholders' Equity
Common Stock

The Company completed a secondary public offering of 5,050,000 shares of common stock
in September 2003. The Company received $81,077,000, net of offering expenses, from the
sale of these shares. See note 6 for a discussion of the required prepayment of the
Company's government guaranteed loan as a result of this issuance of common stock.
Additionally, the government guaranteed loan includes certain anti-dilution adjustments
in the event of any sale of the Company's common stock. As a result, the exercise price
of the warrants issued in connection with the loan was adjusted from $6.00 per share to
$5.92 per share. The Company recorded $117,000 as additional debt issuance costs in
conjunction with this repricing. There are 3,833,945 warrants to purchase common stock
outstanding at December 31, 2003, which were issued in connection with the loan.

Long-Term Debt
Government Guaranteed Loan

In July 2003, the Company received a federal income tax refund totaling $26,574,000
from the Internal Revenue Service. The Company prepaid $10,000,000 on its government
guaranteed loan upon receipt of this refund, as required by the terms of the loan agreement.

The government guaranteed loan also required a prepayment equal to 60% of the net
proceeds from any sales of common stock. As a result of the sale of common stock in
September 2003 (see note 5), the Company prepaid approximately $48,418,000 on the loan.
In December 2003, the Company repaid the remaining loan balance of $11,582,000.

Other Long-Term Debt

During the nine months ended December 31, 2003, the Company borrowed $98,500,000 for
the purchase of four Airbus A318 aircraft. Each aircraft loan has a term of 12 years and
is payable in monthly installments, including interest, ©payable in arrears, with a
floating interest rate adjusted quarterly Dbased on LIBOR plus a margin of 2.25% for
three of the loans, and LIBOR plus a margin of 1.95% for the fourth. At the end of
the term, there is a balloon payment of $3,060,000 each for three of the aircraft
loans and $2,640,000 for the fourth. The loans are secured by the aircraft.



Edgar Filing: FRONTIER AIRLINES INC /CO/ - Form 10-Q

Item 2: Management's Discussion and Analysis of Financial Condition and Results of Operations

This report contains forward-looking statements within the meaning of Section 21E of the
Securities Exchange Act of 1934 that describe the business and prospects of Frontier Airlines,
Inc. and the expectations of our company and management. All statements, other than statements
of historical facts, included in this report that address activities, events or developments
that we expect, believe, intend or anticipate will or may occur in the future, are forward-lookir
statements. When used in this document, the words "estimate," "anticipate," '"project" and simi
expressions are intended to identify forward-looking statements. Forward-looking statements ar
inherently subject to risks and uncertainties, many of which cannot be predicted with accurac
and some of which might not even be anticipated. These risks and uncertainties 1include, but
are not limited to: the timing of, and expense associated with, expansion and modification of ou
operations 1in accordance with our business strategy or 1in response to competitive pressures C
other factors; the 1inability to obtain sufficient gates at Denver International Airport to
accommodate the expansion of our operations; general economic factors and behavior of the
fare-paying public and its potential impact on our liquidity; terrorist attacks or other inciden
that could cause the public to question the safety and/or efficiency of air travel; operational
disruptions, including weather; industry consolidation; the impact of labor disputes; enhanced
security requirements; changes in the government's policy regarding relief or assistance tc
the airline industry; the economic environment of the airline 1industry generally; increased
federal scrutiny of low-fare carriers generally that may increase our operating costs or otherwi
adversely affect us; actions of competing airlines, such as 1ncreasing capacity and pricing
actions of United Airlines and other competitors and other actions taken by United Airlines
either in or out of bankruptcy protection; the availability of suitable aircraft, which ma
inhibit our ability to achieve operating economies and implement our business strateqgy, the
unavailability of, or inability to secure upon acceptable terms, financing necessary to
purchase aircraft that we have ordered or lease aircraft we anticipate adding to our fleet
through lease financing; issues relating to our transition to an Airbus aircraft fleet;
uncertainties regarding aviation fuel prices; and uncertainties as to when and how fully
consumer confidence 1in the airline 1industry will be restored, 1f ever. Because our busines
like that of the airline 1industry generally, 1is characterized by high fixed costs relative tc
revenues, small fluctuations 1in our yield per available seat mile ("RASM") or cost per availak
seat mile ("CASM") can significantly affect operating results. See "Risk Factors" in our For
10-K for the year ended March 31, 2003 and our Form 8-K filed September 19, 2003, which updates c
risk factors.

General

We are a scheduled passenger airline based in Denver, Colorado. We are the second larges
jet service carrier at Denver International Airport ("DIA"). As of February 9, 2004, we, in
conjunction with Frontier JetExpress operated by Horizon Air Industries, 1Inc. ("Horizon"),
operate routes linking our Denver hub to 37 cities in 22 states spanning the nation from coas
to coast and to five cities in Mexico. We are a low cost, affordable fare airline operating
primarily in a hub and spoke fashion connecting points coast to coast through our hub at DIA.
We were organized in February 1994 and we began flight operations in July 1994 with two leased
Boeing 737-200 jets. We have since expanded our fleet in service to 39 Jjets (26 of which we
lease and 13 of which we own), consisting of 12 Boeing 737-300s, 23 Airbus A319s, and 4 Airbus A3
In May 2001, we began a fleet replacement plan to replace our Boeing aircraft with new purchase
and leased Airbus jet aircraft, a transition we expect to complete by approximately the end
of calendar year 2005. As of November 1, 2003, we no longer operate Boeing 737-200 aircraft.
During the three and nine months ended December 31, 2003, we increased capacity by 19.1% and
17.0% over the prior comparable periods, respectively. In the three and nine months ended
December 31, 2003, we increased passenger traffic by 45.3% and 39.8% over the prior comparable
periods, respectively, outpacing our increase in capacity during the periods.

We currently operate on 14 gates on Concourse A at DIA on a preferential basis. Together
with our regional jet codeshare partner, Frontier Jet Express, we use these 14 gates and
share use of up to seven common use regional jet parking positions to operate approximately
188 daily system flight departures and arrivals and 22 Frontier JetExpress daily system flight
departures and arrivals.

10
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We began service to Orange County, California and Milwaukee, Wisconsin on August 31,
2003 with two and three daily round-trips, respectively, and we added a third round-trip to
Orange County, California on October 1, 2003. Additionally, on November 1, 2003 we began
service to St. Louis, Missouri with two daily round-trip flights, resumed our seasonal service
to Mazatlan, Mexico with one weekly round-trip frequency, that we increased to three weekly
round-trip frequencies to Mazatlan, Mexico on November 22, 2003 and began service to Cabo
San Lucas with one weekly round-trip frequency that we increased to three weekly round-trip
frequencies on November 22, 2003. On November 22, 2003, we began service to Puerto Vallarta,
Mexico with three weekly round-trip flights. We began service to Ixtapa/Zihuatanejo, Mexico, on
January 31, 2004 with two weekly round-trip frequencies. On February 8, we replaced our
service Dbetween DIA and El Paso, Texas via Albuquerque, New Mexico, with two direct daily
round-trip frequencies. We intend to begin service to Washington Dulles International Airport
on April 11, 2004 with two daily round-trip frequencies from DIA and seasonal service to Anchorag
Alaska on May 9, 2004 with one daily round-trip frequency from DIA. We received authority to
add a third frequency at New York's LaGuardia Airport, which we intend to begin on March 2, 2004.

Beginning April 11, 2004, we intend to begin our first significant point-to-point routes
outside of our DIA hub. We will begin service from Los Angeles International Airport with two
daily round-trip frequencies to Minneapolis/St. Paul, Minnesota, Kansas City, Missouri and
St. Louis, Missouri.

In June 2003, we entered into an agreement with Kinetics, 1Inc., a provider of enterpris
and self-service technology to the U.S. airline industry, to deploy its new automated check-in
system. The launch of "FlexCheck," our suite of airport and web-based automated check-in service
utilizes Kinetics' TouchPort self-service terminals and associated Kinetics software solutic
for airport and Internet check-in. FlexCheck became available via the Internet in early August
2003 with deployment of self-service kiosks at our hub at DIA in September 2003. The system
allows our customers to check in for their flights using a standard credit card for identificatio
purposes only, their EarlyReturns frequent flyer number, E-ticket number or confirmation numbe

On September 18, 2003, we signed a 12 year agreement with Horizon Air Industries, In
("Horizon"), under which Horizon will operate up to nine 70-seat CRJ 700 aircraft under our Fron
JetExpress brand. The service began on January 1, 2004 with three aircraft. A fourth aircraf
was put into the schedule effective January 31, 2004 and a fifth aircraft began service on Februa
8, 2004. The remaining aircraft will be added to service periodically through May 2004. W
control the scheduling of this service. We reimburse Horizon for its expenses related to the ope
plus a margin. The agreement provides for financial incentives, ©penalties and changes to the
margin based on performance of Horizon and our financial performance. As of February 9, 2004,
Frontier JetExpress provides service to Ontario, California, Boise, Idaho, Tucson, Arizona,
Oklahoma City, Oklahoma and supplements our mainline service to San Jose, California, Albuquerqu
New Mexico, Minneapolis/St. Paul, Minnesota and El Paso and Austin, Texas. This service replaced
our codeshare arrangement with Mesa Airlines, which terminated on December 31, 2003.

In March 2003, we entered into an agreement with Juniper Bank (www.juniperbank.com),
a full-service credit card issuer, to offer exclusively Frontier MasterCard products to consume
customers and Frontier's EarlyReturns frequent flyer members. We launched the co-branded credit
in May 2003. As of February 9, 2004, Juniper Bank has issued approximately 35,000 of these cre
cards. We Dbelieve that the Frontier/Juniper Bank co-branded MasterCard offers one of the
aggressive affinity card programs because free travel can be earned for as little as 15,000 miles

In October 2002, we signed a purchase and long-term services agreement with LiveTV
bring DIRECTV AIRBORNE (TM) satellite programming to every seatback in our Airbus fleet. In Fe
2003, we completed the installation of the LiveTV system on all Airbus A319 aircraft. We are
forward with the installation of the LiveTV systems in our Airbus A318 aircraft and anticipat

these systems will become operational Dby April 2004. We have implemented a $5 per segment us
charge for access to the system to offset the costs for the system equipment, programming a
services. We are also in discussions with film distributors to offer current-run pay-per-view m

on four additional channels to be added to our basic LiveTV service. We cannot anticipate w
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any certainty whether or when this service will become available. We believe the DIRECTV (TM)pro
represents a significant value to our customers and offers a competitive advantage for our compa

Effective July 9, 2001, we began a codeshare agreement with Great Lakes Aviation Ltd. ("

Lakes"). We added two additional markets under the codeshare agreement: Rapid City, South Dako
on July 30, 2003 and to Grand Junction, Colorado on August 1, 2003. Additionally, Great Lakes
replaced Frontier JetExpress service to Wichita, Kansas on November 1, 2003. Including these
cities, Great Lakes provides service to 35 regional markets located in Arizona, Colorado, Kansas

Mexico, Nebraska, North Dakota, South Dakota, Texas, and Wyoming under this codeshare agreement.

Our filings with the Securities and Exchange Commission are available at
cost on our website, www.frontierairlines.com, in the Investor Relations folder contained in
section titled "About Frontier". These reports include our annual report on Form 10-K, our quar
reports on Form 10-Q, current reports on Form 8-K, Section 16 reports on Forms 3, 4 and 5, and
related amendments or other documents, and are typically available within two days after we
file the materials with the SEC.

Our corporate headquarters are located at 7001 Tower Road, Denver, Colorado 80249.
Our administrative office telephone number is 720-374-4200 and our reservations telephone numbe
is 800-432-1359.

Results of Operations

We had net income of $5,456,000 or 14 (cent)per diluted share for the three months ended
December 31, 2003 as compared to a net loss of $6,368,000, or 21 (cent)per share for the three mon
ended December 31, 2002. Included in our net income for the three months ended December 31, 20
on a pre-tax and profit sharing basis was a special item for the write-off of deferred loan cos
of $1,073,000 associated with the prepayment of the remaining principal of the government guaran
loan. This item, net of income taxes and profit sharing, reduced net income by 2 (cent)per diluted

We had net income of $18,387,000 or 53 (cent)per diluted share for the nine months ended
December 31, 2003 as compared to a net loss of $11,895,000, before cumulative effect of change
accounting for maintenance checks, or 40 (cent)per share for the nine months ended December 3
2002. 1Included in our net income for the nine months ended December 31, 2003 were the follow
special items on a pre-tax and profit sharing basis: $15,024,000 of compensation received under
Appropriations Act; an unrealized derivative gain of $539,000 offset by the write-off of deferr
loan costs of $9,816,000 associated with the prepayment of all of the government guaranteed 1lc
a charge for Boeing aircraft and facility lease exit costs of $5,372,000; and a loss of $1,806,0
on the sale of one Airbus aircraft in a sale-leaseback transaction and from the sale of a spare e
These items, net of income taxes and profit sharing, reduced net income by 3 (cent)per diluted sh
During the three and nine months ended December 31, 2002, we completed a sale-leaseback transact
of one of our purchased aircraft and paid off the loan that was collateralized by this aircraf
We incurred $1,774,000 in costs associated with the early extinguishment of this debt. This it
net of income taxes, reduced net income by 4 (cent)per share.

The following table provides certain of our financial and operating data for the three
month and nine month periods ended December 31, 2003 and 2002.

Three Months Ended Dec. 31, Nine Months Ended
2003 2002 2003
Selected Operating Data:
Passenger revenue (000s) (1) $ 159,175 $ 117,752 $ 458,130 S
Revenue passengers carried (000s) 1,444 999 4,127

Revenue passenger