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Analysis of Maurice Gallagher’s Compensation Package as Executive
Chair of Allegiant Travel Company (July 2024)

On July 18, 2024, Allegiant announced that Maurice Gallagher would again step down from the
CEO post and assume the title of Executive Chairman of the Board. He will be replaced in
September by Greg Anderson, the company’s current president, who will also join the board of
directors.! Gallagher’s total compensation in his new role will be $1 million per year starting on
September 1, 2024.2

What's At Stake?

While $1 million is unusually high compensation for a member of a company’s board of directors
(see below), the money itself is not really the issue. That amount won’t make or break Allegiant. The
real problem is what it says about Gallagher’s ongoing control over a company that appears to be
struggling. While Gallagher is not Allegiant’s founder, he did rescue it from bankruptcy in 2000 and
has led the company in one form or another ever since. He owns about 13 percent of the
company’s outstanding shares,® and has occupied both the Chair and CEO positions at two
different points in the company’s history. The $1 million in compensation and the title of “executive”
chair both suggest a very hands-on role in managing Allegiant, especially at a company where top
executives occupy cubicles alongside other employees.*

For shareholders and others who depend on Allegiant’s financial stability for their livelihood,
knowing a strong, independent board oversees the company’s decisions is essential. And there’s
plenty for these stakeholders to be worried about. Just hours after announcing the change in CEO,
Allegiant canceled its 60-cent-per-share dividend, sending the company’s stock into its largest one-
day slide since March 2022.5 While Allegiant’s stock recovered a bit over the next several days, at
around $52 per share it is well below its March 2021 peak of $257.74.5 Among the factors dragging
on the company'’s performance are delays associated with its purchase of new 737-MAX aircraft,
problems with its new reservation system,’ cost overruns, and delays associated with the
construction of the company’s massive Sunseeker resort in Florida,® and the heavy debt load that
these two initiatives have placed on the company.®

Dropping the quarterly dividend hits Gallagher especially hard (though the generous compensation
package for his new role softens the blow a bit). As the holder of approximately 2.4 million Allegiant
shares, ! he has profited handsomely from the company’s dividends. From 2017 through the onset
of COVID-19, Allegiant paid a steady 70 cents per share quarterly dividend. It suspended dividends
during the pandemic, then restarted a 60-cent dividend in August 2023.1* We don’t have exact data
on how many shares Gallagher held on each of the four most recent dividend payment dates, but
we can assume it's in the neighborhood of the 2,387,048 shares he held at the time of Allegiant’s
April 2024 proxy statement. That means that each of the four dividend payments would be about
$1.4 million, or a total of $5.6 million, between August 2023 and May 2024.

Why is $1 Million in Compensation for a Board Member So Unusual?

Gallagher’s $1 million payment as board chair is far higher than those of comparable publicly-traded
airlines. (For reference, Allegiant’s market capitalization as of July 29, 2024, was approximately
$933 million.) It is also far higher than the compensation granted to any other Allegiant director, who
earns a $40,000 annual base fee. In October 2022, each director was also given 10,000 shares of
Allegiant stock, one-fifth of which would vest each year for five years, assuming they remained on
the board.!?
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Spirit Air4 $70,000 $120,000 $100,000 $342 million
$0 (2024)
15 HIR
SkyWest $100,000 ~$100,000 $100,000 $3.08 billion
(2023)
Jet Bluelt $80,000 $135,000 $50,000 $2.11 billion
Frontier” $100,000 $140,000 $0 $909 million

In fact, Gallagher’s compensation as Executive Chair is unusual for a director of an airline of any
size:

¢ American Airlines, which is about seven times larger than Allegiant by market cap, pays its
board chair a base retainer of $100,000 plus a $350,000 stock award.

e United Airlines, which has a market capitalization roughly 15 times that of Allegiant, pays its
board chair a $100,000 regular retainer plus a $225,000 equity award.'8

o Delta Airlines, which is more than 28 times larger than Allegiant by market cap, pays its board
chair a base retainer of $180,000 plus a $320,000 stock grant (which combined is still half the
size of Gallagher’s payment).®

Note that these figures may not include certain other fees paid to directors, such as extra meeting
fees, a premium for chairing a board committee, and flight privileges.

A 2023 analysis by consulting firm Grant Thornton of board compensation for companies in the
Russell 2000 index found average director pay was $200,500, with some industries (energy,
infrastructure, information technology, and communications) paying somewhat more and others
(real estate, utilities, financials) coming in somewhat below average.?

A 2022 study published by the Harvard Law School Forum on Corporate Governance found that the
median value of a retainer for a board member of a company in the S&P 500 had stayed constant,
at $100,000, since 2020, while equity-based awards (stock) have crept upwards, from $175,000 in
2020 to $185,000 in 2022. The study estimates the median total compensation for a director was
$300,000 in 2022. The study also found that the typical (median) premium for a board chair was
$177,500 in 2022, a 161 percent premium over the “typical” director.?! Putting the two together, the
research suggests that a typical board chair would enjoy compensation of just under $500,000—
half the amount that Gallagher is scheduled to receive.

A Strong Independent Chair Is Especially Important Given the Composition of
Allegiant’s Board

Gallagher does not have a formal employment agreement with the company, which is unusual
for a CEO.?2 That means that the compensation committee is free to decide each year how
much to pay him. In one sense, that's not a great deal for Gallagher because he has no
guarantees. But it also means that there are no formal criteria that guide his payment—a
friendly compensation committee has broad leeway to pay him as they see fit.?® Gallagher’s
compensation has bounced around quite a bit in recent years. He took no salary or bonus at all
in 2021, no salary but a $3 million bonus in 2022, and a $187,500 salary plus a $750,000 bonus
in 2023.%4



So, who are the members of the compensation committee, and how close are they to
Gallagher?

The compensation committee has three members: Montie Brewer, Ponder Harrison, and
Charles W. Pollard. Both Brewer and Harrison have served on the board since 2009%—plenty
long to develop a cozy relationship with Gallagher that may interfere with vigorous oversight.
Harrison was a co-founder of Allegiant and served as an executive officer and managing
director from 2002 to 2009, then continued as an Allegiant consultant in 2017.2° That also raises
guestions about the degree to which he is a truly independent director. Shareholders may have
other concerns about Brewer as well. At the June 26, 2024, annual meeting, more shareholders
(1.9 million) withheld votes from Brewer’s reelection than for any other board member.?” While
he still won reelection by a comfortable margin, there must be some underlying reason for the
no votes.

Just last year, shareholders raised guestions about Allegiant’'s executive pay practices, which
speaks directly to a lack of confidence in the compensation committee. At the company’s 2023
annual meeting, about 42 percent of shareholders voted against the company’s advisory
resolution on executive compensation. The company wrote in its 2024 proxy that “our board was
disappointed with the results” and reached out to shareholders to figure out why. According to
the company, “Areas of concern with respect to the say-on-pay vote focused on a large 2022
cash bonus to our then chief executive officer and the commitment to make multiyear restricted
stock grants to four of our named executive officers.”

As a result of the concerns, no cash bonuses were paid to the four named executives in 2023,
and the former CEO, John Redmond, forfeited 87 percent of his unvested stock grants.?® The
advisory resolution on executive compensation fared much better at the June 26, 2024, annual
meeting, passing with 99 percent of the vote.?® Of course, that vote came before the company
slashed its dividend and announced Gallagher’s new pay deal.

There are independence concerns for several of the other board members as well. Gary Elimer
and Linda Marvin have both served on the board for over a decade. Marvin was also Allegiant’s
Chief Financial Officer from 2001 to 2007.%° Sandra Morgan, the newest board member, is the
president of the Las Vegas Raiders, who play in Allegiant Stadium. The stadium itself is owned
by the Las Vegas Stadium Authority.3! But the naming rights agreement is between the Raiders
and Allegiant, according to an August 2019 Raiders press release announcing the deal.3? News
reports estimate the value of the deal to be between $20 million and $25 million per year.*3
Allegiant Stadium also hosted the 2024 Super Bowl, with Gallagher serving as chair of the host
committee and Morgan as the vice chair.2* While Morgan does not benefit personally from these
payments, the business where she is a top leader certainly does. The value of the payments
from Allegiant to the Raiders could create a conflict of interest for a board member whose job is
to scrutinize the airline’s operations (or question Gallagher’'s compensation).
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