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Atlantic Coast Jet, Inc. (“Atlantic Coast Jet”), pursuant to
49 U. S.C. 8§ 41102 and Part 201 of the Departnment of Transportation
Econom ¢ Regul ations, hereby applies for a certificate of public
conveni ence and necessity to authorize it to engage in schedul ed
interstate air transportation with respect to persons, property and
mai | . Atlantic Coast Jet requests that this application be
processed by non-hearing procedures pursuant to Subpart Q of the
Department’ s Procedural Regul ations.

Atl antic Coast Jet is a wholly-owned subsidiary of Atlantic
Coast Airlines Holdings, Inc. (“Atlantic Coast Airlines Hol dings”).
Atlantic Coast Airlines Holdings is the parent corporation of
Atlantic Coast Airlines (“ACA’), a holder of a certificate of

public conveni ence and necessity issued by Order 91-12-43.Y ACA

Y ACA was nost recently found by the Departnment to have
established its continuing fitness as an air carrier by letter
dated February 1, 1999.



currently operates 80 regional jet and turboprop aircraft in
schedul ed service under the trade nane “United Express” pursuant to
ACA' s code share agreenent with United Air Lines.

Atl antic Coast Jet, an affiliate of ACA w Il operate regi onal
jet aircraft flights under the trade nanme “the Delta Connection”
pursuant to a Delta Connection Agreenment, entered into by Atlantic
Coast Jet, Atlantic Coast Airlines Holdings and Delta Air Lines,
Inc. (“Delta”) dated effective Septenber 9, 1999 (the “Delta
Connection Agreenent”). The senior officers and directors of ACA
will hold simlar positions at Atlantic Coast Jet. In addition,
the Atlantic Coast Jet organization will include a separate group
of a mnimumof five director | evel enployees to hold the five FAA-
required positions of Director of Operations, Director of
Mai nt enance, Chief Pilot, Chief Inspector and Director of Safety.
See, 14 CF. R 8§ 119.65. Based on ACA's proven track record, and
the inclusion of a separate cadre of FAA-required director |evel
enpl oyees, Atlantic Coast Jet will have the managerial expertise
and conpliance disposition to conduct regional jet service with
full regard for the rules and regul ations of the DOTl and Federal
Avi ation Adm nistration, just as ACA has for over eight years.

ACA and Atlantic Coast Airlines Hol dings have the financial
capacity, and wll nake available to Atlantic Coast Jet, the funds
necessary to support the operations of Atlantic Coast Jet,
including the acquisition of aircraft to be flow in the Delta
Connection program and sufficient funds to defray pre-operating
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costs associated with the carrier certification effort. However,
for the reasons expl ai ned bel ow, this application does not present
the usual issue of coverage of new entrant first year carrier
operating expenses, although ACA and Atlantic Coast Airlines
Hol dings will financially support the operations of Atlantic Coast
Jet to the extent necessary.

Under the Delta Connection Agreenent, Delta will conpensate
Atlantic Coast Jet at an established rate per bl ock hour flown by
Atl antic Coast Jet on Delta's behalf. Delta wll market the Delta
Connection services of Atlantic Coast Jet and wll collect all
revenues generated by Atlantic Coast Jet’s Delta Connection
flights. In other words, Atlantic Coast Jet will be conpensated by
Delta wthout regard to the nunber of passengers transported by
Atlantic Coast Jet. Delta will carry the burden of any shortfal
i n passenger and other revenue. This arrangenent is known in the
industry as a "fee-per-departure"” arrangenent since Delta is
purchasing fromAtlantic Coast Jet all of its available seat mles
generated by Atlantic Coast Jet's Delta Connection flights. To
this extent, the risk to passenger funds in connection wth
Atl antic Coast Jet’s initial operations is considerably narrowed as
Delta will be responsible for the collection of all fares and
charges and paynent of appropriate refunds and passenger rel ated
cl ai ns.

In further support of its application, Atlantic Coast Jet

states as foll ows:



1. Applicant. Atlantic Coast Jet is a corporation organized
under the laws of the State of Delaware. Its principal place of
busi ness i s 515A Shaw Road, Dulles Virginia, 20166. |Its parent is
Atl antic Coast Airlines Hol dings, Inc., which, along with ACA, has
entered into (or guaranteed) various aircraft purchase agreenents.
Atlantic Coast Jet was formed by Atlantic Coast Airlines Hol dings
to be a corporate vehicle to seek out business opportunities
including the entry of a code share agreenent with a major air
carrier. Atlantic Coast Jet has recently entered into the Delta
Connection Agreenent in furtherance of Atlantic Coast Airlines
Hol di ngs’ busi ness devel opnent plan to actively enploy the aircraft
whi ch it has under contract to purchase commencing i n March, 2000.

2. G ti zenshi p. Atlantic Coast Jet is a citizen of the

United States as defined in 49 U S.C. 8§ 40102(a)(15) of the federal
transportation statute. Al of the senior officers and directors
of Atlantic Coast Jet are citizens of the United States. Al of
t he i ssued and out standi ng shares of Atlantic Coast Jet are held by
Atl antic Coast Airlines Holdings. Inturn, Atlantic Coast Airlines
Hol dings is deemed a U S. citizen as at least 75 percent of its
voting shares are owned by citizens of the United States. Only one
person holds 10 percent or nore of the voting stock of Atlantic
Coast Airlines Holdings as identified in Exhibit 5 to this
appl i cation. An affidavit attesting to the citizenship of the

applicant is attached as Exhibit 2.



3. Authority Requested by Atl antic Coast Jet. Atlantic Coast

Jet hereby requests authority to engage in interstate and overseas
schedul ed air transportation of persons, property and mail between
any point or points in the United States, its territories and
possessions, or the District of Colunbia, on the one hand, and any
other point or points in the United States, its territories and
possessi ons. Atl antic Coast Jet also seeks the right to hold
itself out and trade as “the Delta Connection.”

4. Service Proposal. Atlantic Coast Jet wll conduct

operations pursuant to a route schedule to be devel oped by Delta
and coordinated with Atlantic Coast Jet’s operations group.
Initially, Atlantic Coast Jet expects its Delta Connection
operations to be conducted primarily in the northeastern portion of
the United States. At the end of the first 12 nonths of operations
Atlantic Coast Jet’'s regional jet aircraft fleet will consist of
20 aircraft units (assumng the tinely delivery of the aircraft by
their manufacturers). An additional 15 aircraft are projected to
be operating by the end of the second year of operations, for a
total fleet of 35 aircraft. Because Atlantic Coast Jet is not
responsible for the scheduling of the aircraft to be operated as
Delta Connection flights, the applicant is not submtting a route
map with this application. However, based on a projection of
37,555 aircraft block hours in the first twelve nonths of

operation, Atlantic Coast Jet has prepared and i ncluded as Exhi bit



15 a forecast incone statenent, consolidated balance sheet and
ot her statistical data.?

The Del ta Connection Agreenent provides for the initiation of
Delta Connection service by Atlantic Coast Jet in April, 2000
assum ng recei pt of necessary governnment approvals and the tinely
delivery of aircraft to Atlantic Coast Jet.

5. Aircraft. Atlantic Coast Jet will operate twenty-five 32-
seat Dornier 328Jet-300 aircraft and twenty 50-seat Canadair
Regi onal Jet aircraft inits Delta Connection operation. Atlantic
Coast Jet’'s affiliate — ACA —has these aircraft on order under
various aircraft purchase agreenents. Pursuant to the terns of
t hese agreenents, ACA may assign its rights to the aircraft to any
ACA affiliated air carrier and ACA wll do so in connection with
the 45 aircraft Atlantic Coast Jet is contractually commtted to
make available to Delta as a Delta Connection carrier. ACA has
secured manufacturer-supplied financing support for its aircraft
purchases including the aircraft to be assigned to Atlantic Coast
Jet. Final aircraft financing (or, if necessary, interim
financing) arrangenents will be made between now and the date of

aircraft delivery.

2 ACJ is filing contenporaneously herewith a Modtion for
Confidential Treatnent pursuant to Rule 39, requesting that
Exhi bit 15 be granted confidential treatnent due to the highly
sensitive nature of the financial information contained therein.
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6. Fuel. Estimated first year fuel consunption by Atlantic
Coast Jet is contained in Exhibit 15. Pursuant to its agreenent
with Delta, Atlantic Coast Jet will pass through to Delta the cost
of fuel. Further, fuel for Atlantic Coast Jet will be purchased by
Delta on Atlantic Coast Jet’s behalf in nost cases. Atlantic Coast
Jet is authorized to state to the Departnent on behalf of Delta
that it does not anticipate difficulty in obtaining adequate fuel
supplies for the operations of Atlantic Coast Jet. To the extent
Atl antic Coast Jet will purchase fuel for itself, Atlantic Coast
Jet, likewise, does not anticipate difficultly in obtaining
adequate fuel supplies.

7. Fitness. Atlantic Coast Jet is fit, willing and able to
provi de schedul ed air transportation of persons, property and nail
and to conformto the provisions of the laws, rules and require-
ments of the Departnent of Transportation, including the Federal
Avi ation Adm nistration. Exhibits which support this finding are

attached to this application.

8. Opening Argunent. Issuance of a certificate to Atlantic
Coast Jet is consistent with the public interest. The public
interest, in the case of this application, is found in the

travel ing public’s denonstrated preference for new, quiet, regional
jet aircraft service of the variety being offered by major air

carriers pursuant to agreenents with both affiliated and non-



affiliated regional carriers.¥ In furtherance of the public's
demand for such service, ACA has acquired for use by Atlantic Coast
Jet in the Delta Connection programthe right to purchase twenty
50-seat Canadair regional jet aircraft and twenty-five 32-seat
Dor ni er 328Jet-300 aircraft. Atlantic Coast Jet wll deploy these
aircraft in operations exclusively for Delta Air Lines as Delta
Connection flights.

The flights Atlantic Coast Jet will operate on Delta’s behalf
wll permt Delta to better conpete for connecting traffic in
conpetition with other mmjor air carriers.? The DOT has | ong
recogni zed the advantages to the consuner brought about by closely
coordi nated code share flight operations. The advantage of such
services is heightened when passengers can obtain regional jet
service linking smaller cities with major air transportati on hubs.

Atl antic Coast Jet’'s managenent has a weal th of experience in
providing regional air transportation. For approximtely eight
years ACA, the affiliate of Atlantic Coast Jet, has conducted
regional air service in conjunction with a major air carrier.

Presently, ACA serves 51 cities in 23 states. ACA conducts 546

8 The DOT has docunmented the positive trends associated with
regional jet service, including added passenger confort |evels,
qui cker and nore frequent service, increased service in existing
mar kets and service in entirely new nonstop markets. Profile:
Regi onal Jets and Their Energing Role in the U S. Aviation
Mar ket , Departnment of Transportation, June, 1998.

4 Atlantic Coast Jet will also be accommodating a signifi-
cant conponent of local traffic in each of the markets it wll
serve.
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daily departures serving its principal hubs of Wshington Dulles
I nternational Airport and Chicago's O Hare Airport.

Since 1997, ACA has been providing 50-seat Canadair regional
jet services in nunmerous Washington Dulles and O Hare city-pair
markets with great operational and financial success. Atl antic
Coast Airlines Hol dings and Atl anti c Coast Jet have every reason to
bel i eve that regional jet operations as a Delta Connection carrier
wi Il be as successful a venture as has ACA

| ndeed, the Atlantic Coast Jet business plan entails
considerably |l ess financial risk than does the ACA busi ness nodel .
Therefore, the certification issues to be addressed by the
Department will be less challenging in this case. Specifically,
under the Delta Connection Agreenent, Delta will be responsible
exclusively for the marketing of the new service. Delta wll sel
the air transportation and coll ect the revenue therefrom Atlantic
Coast Jet wll be paid by Delta its direct cost of operating
aircraft on Delta s behalf. These costs are defined in the
Agreenment between Atlantic Coast Jet and Delta and are subject to
adj ust mrent under various circunstances. Delta will be responsible
for all other costs of operations including marketing, planning,
advertising, ground handling and other costs not directly
associated with the operation of Atlantic Coast Jet’s aircraft.
Delta wll also be responsible for all reservations, sales and

ticketing functions using Delta ticket stock, as well as revenue
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accounting functions. Deltawll make all required collections and
adj udi cate and pay all passenger and simlar clains.

On a weekly basis, Delta will advance funds to Atl antic Coast
Jet to support it flight operations. Atlantic Coast Jet will be
paid its defined direct costs and receive incentive paynents if
Atl antic Coast Jet’s flights operate within a specified performance
par anet er . Under this type of financial arrangenent, there is
little, if any, risk to passenger funds in connection with Atlantic
Coast Jet’'s operation. Although Atlantic Coast Jet can readily
denonstrate to the DOT that, in conjunction with its parent and
affiliate conpany, it has nore than adequate resources available to
it to commence operations, such a show ng i s not necessary in this
case since the applicant carrier’'s operating costs are being
prepaid by its code share partner.

Finally, the Department can find that grant of this applica-
tion wll be consistent wwth the public interest because the senior
managenent of Atlantic Coast Jet will be the sanme individuals that
have successful |y managed the profitabl e operations of ACA for the
past several years. The ACA nanagenent team successfully | aunched
ACA service in 1991, restructured the finances of ACA during the
econom ¢ downturn in 1994, and subsequently grew the fleet to 80
aircraft. To date, ACA has flown over 12 mllion passengers. Wth
over seventeen consecutive quarters of profitable financial
results, ACA s nmanagenent has gai ned the confi dence of the regional
jet aircraft manufacturers and the capital markets. ACA has
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devel oped into one of the premer U S. regional air carriers with
anpl e access to regional aircraft and capital to grow and to offer
passengers new regional jet service opportunities.

Atl antic Coast Jet’'s operations wll be profitable and w |
permt the applicant, along with its parent and affiliated air
carrier, to successfully launch Delta Connection services in the
year 2000 and to grow the operation in 2001 and beyond, thereby
bringi ng new | evel s of service and convenience to U. S. passengers
and enhanced conpetition in the Northeast and other regions of the
country. This will be acconplished w thout inpacting the steady
grom h of Atlantic Coast Airlines.

WHEREFORE, for the reasons set forth above, and based on the
Exhibits attached to this application, Atlantic Coast Jet, Inc.
respectfully requests that the Departnent issuetoit acertificate
of public convenience and necessity as described herein and to
aut hori ze Atlantic Coast Jet to conduct operations under the trade
name “the Delta Connection.”

Respectful ly subm tted,
SI LVERBERG, GOLDMAN and BI KOFF, L.L.P.

Att orneys for
ATLANTI C COAST JET, | NC.

By:

Robert P. Silverberg
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