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APPLI CATI ON OF M DWEST EXPRESS Al RLI NES, | NC.

M dwest Express Airlines, Inc. (“Mdwest Express”)
hereby applies for an exenption pursuant to section
41718(b) of the federal transportation statute for 4 slots
at Ronald Reagan Washi ngton National Airport (* " oor
“Washington National”) in order to provide twice daily
nonst op service between | ndianapolis and DCA and thereby
doubl e the nunber of carriers and increase by nore than
two-thirds the nunber of daily round trip flights between
the capitol of Indiana and the nation’s capitol.

I n connection with this nonstop operation, and subject
to an award of four slots to serve Indianapolis, the wholly
owned affiliated carrier and code share partner of M dwest
Express, Astral Aviation, 1Inc. d/b/a Skyway Airlines
(“Skyway”) will provide twce daily nonstop service between

| ndi anapolis and Springfield, Illinois. These flights wl]l
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continue on to Quincy, Il1linois and, hence, bot h
communities will gain new on-line Mdwest Express service

to the east to Washington National, New York LaGuardi a and
Boston Logan, and to the north to M | waukee.?
The | ndi anapolis-DCA nmarket is precisely the kind of
mar ket that section 41718(b) was intended to benefit.
| ndi anapolis is classified as a nmedium hub airport
(according to FAA's Primary Airport Enplanenent Activity
Summary for Calendar Year 1997) for which the Congress
directed the Secretary reserve as many as eight slots for
award under section 41718(b). See section 41718(c)(3)(B).
In addition, the market is served by a single carrier on
a nonstop basis despite high levels of local traffic.
Mor eover, the service of M dwest Express in the
| ndi anapol i s-DCA market wi Il produce maxi num conpetitive
benefits since Mdwest Express is renowned for its
extrenmely high service levels conpared to traditional

conbi nation air carriers. Based on these consi derations,

¥ By Order 2000-4-10, the DOT provisionally awarded
M dwest Express 14 slots to serve LaGuardia Airport. Six
of these 14 slots will be used to offer three tines daily
| ndi anapol i s- LaGuar di a nonstop servi ce.
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M dwest Express seeks four additional inside the perinmeter

DCA slots to serve Indianapolis.

| NTRODUCTI| ON

A. M DVWEST EXPRESS |I'S UNI QUELY POSI TI ONED TO
BRI NG NEW SERVI CE TO UNDERSERVED COVMUNI Tl ES

Over the past few years, both the Congress and
DOT have placed substantial enphasis on inproving the
quality of air service to small and m d-sized communities.
I ndeed, this focus is enbodied in the criteria established
by the Congress governing the allocation of inside the
perimeter DCA slots under section 41718(b). Neverthel ess,
the Departnment has received very few applications from
other carriers for these slots so that they nmay provide
enhanced service to small and m d-sized comunities.

While other carriers may not see an opportunity in
serving communities of this size, M dwest Express has a
solid track record of Iinking underserved, md-continent
cities to magjor U.S. business centers. For exanmple, in
1986, M dwest Express began nonstop service between

M | waukee and Washi ngton National, after other airlines had
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abandoned the market. M dwest Express has, since 1986,
devel oped a very successful airline hub in M| waukee, with
Washi ngt on National service as a center piece. Thereafter,
in 1994, M dwest Express began nonstop service between
Omaha and Washi ngton National after the nonstop route had
been entirely abandoned. Today, M dwest Express provides
Omha with its only nonstop service to both coasts, wth
service to Los Angeles and Newark conplenenting the
Washi ngton National service. Most recently, M dwest
Express began the first and only nonstop service between
Grand Rapids, Mchigan and DCA, building on existing
M dwest Express nonstop service from Gand Rapids to
M | waukee, Dayton and Toront o.

M dwest Express’ successful route strategy, and
particularly the development of its Wshington National
route structure, is in perfect harnony with the intent of
Congress in enacting section 41718(b) which was designed to
benefit small and m d-sized DCA city-pair markets.

It is in this context that M dwest Express has al ready
applied for 4 DCA slots to provide nonstop service for the

first time to Des Mdines, lowa a designated small hub

airport for which as many as 4 DCA slots are reserved. See
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section 41718(c)(3)(A). In the sane vein, M dwest Express

today is requesting 4 DCA slots to also provide nonstop

service to Indianapolis, which, in turn, would allow it to

begin new service in both Springfield and Quincy, Illinois.
In short, M dwest Express, upon the grant of its section

41718 applications, is ready, willing and able to provide

substantial new DCA service to underserved conmunities.

Ot her carriers do not appear to be inclined to do so

despite the clear intent of Congress.

B. M DVWEST EXPRESS W LL SERVE DOWNSTATE | LLI NO S
| F AWARDED DCA SLOTS FOR | NDI ANAPOLI S SERVI CE

M dwest Express recently announced a significant
increase in service from Indianapolis, adding service to
Des Mbines, New York, and Boston. |[|ndeed, M dwest Express
strongly desires to continue to build up its service |levels
from Indianapolis, which would allow, in turn, Skyway
Airlines to add new feeder service and enter new markets.

In this context, U.S. Senator Richard J. Durbin (D
I1linois) and the Illinois Congressional del egation have
been tireless in their efforts to attract new service to
downstate Illinois. |Indeed, the urgency of these efforts

has increased in light of United Express’ decision earlier
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this year to termnate its service to Quincy and Anmerican

Eagl e’ s announcenent this week that it will be term nating
all of its service to Springfield. Currently, Skyway
serves neither of these comunities. However, if M dwest

Express is awarded DCA slots for nonstop service to
| ndi anapolis, Skyway would enter both communities and |ink
them to Washington, New York, Boston and M| waukee via
| ndi anapol i s.

This M dwest Express operating proposal wll offer
precisely the type of new service benefits for underserved
communities that the Congress intended to achieve with the
passage of section 41718(b). Accordingly, M dwest Express
asks that it be awarded the 4 DCA slots out of the 8 DCA
slots reserved for service to nmedium and smaller hubs so
that it may start nonstop service to Indianapolis, which
woul d yield significant public benefits to and replace | ost
service at both Springfield and Quincy, Illinois.

I'1. THE | NDI ANAPOLI S- DCA MARKET | S ELI G BLE
FOR AND REQUI RES MORE DCA SERVI CE

Section 41718(b)lays out specific criteria for the
grant of inside perinmeter DCA exenption slots. Service

using section 41718(b) slots nust be provided between
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Washi ngt on National and designated nedium small and nonhub
airports. The carrier selection process to be carried out
by the Secretary nust be acconplished in a manner to
pronmote air transportation (1) by new entrant and limted
i ncunbent carriers; (2) in nonstop air narkets operated by
a single air carrier; and (3) that wll produce nmaxi mum
conpetitive benefits, anmpbng other factors. In addition,
operators of only Stage 3 equipnment are eligible for DCA
slots and slots awarded under this section (but not any
ot her slot exenption provision, such as section 41714(d))
may not exceed nore than two in any one hour period during
the hours of 0700 and 2159. The M dwest Express
application is consistent with these statutory provisions.
M dwest Express is a limted incunbent carrier as the
termis defined in the statute as it is currently operating
and holding a total of only 12 of DCA slots.? [Indeed, only
three other air carriers operating at Washington Nati onal
hol d or operate fewer DCA slots than does M dwest Express.

I ndi anapolis is a nmedium hub airport as defined by the FAA

in its Airport Enplanenment Activity Summary for 1997.

Z  An additional four slots are held by M dwest
Express’ code share partner--Skyway.
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Further, and nost significantly the Indi anapolis-DCA market

is served but by a single nonstop air carrier, USAirways.
Its service currently consists of F-100 and DC-9 service

three tines each weekday and on Sunday. No nonstop service

is provided by USAi rways on Saturday. However, service was

not always this poor. Prior to 1996, USAirways offered

four nonstop roundtrip flights per day with nmost flights

operating on Saturday and Sunday. Wth the cutback in both

weekday and weekend service to Washington National,

I ndi anapolis has suffered a signifi-cant |oss.

G ven USAi rways nmonopoly status in the DCA market, it
is not surprising that for the twelve nonths ended
Sept enber, 1999, USAi rways had achi eved an 81% share of the
| ndi anapol i s-DCA market. The carrier with the next | argest
share was Northwest with 6.9% of the |ocal market. Such
di sparate market share statistics are indicative of a |less
than fully conpetitive market. And, it was just this kind
of market, the Congress sought to insure had an opportunity
to inprove its access to Washington National when it
enact ed section 41718(b).

For the 12 nmonths ended Septenber, 1999 the

| ndi anapol i s-Washi ngton, D.C. market was |ndianapolis’
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sixth largest O& market, with approxi mtely 270,000 annua
passengers. Over half of this traffic used Wshington
National, the preferred close-in airport. From 1997 to
1999, the Indianapolis-DCA market grew at a rate of 5.6%
even as USAi rways provided reduced | evels of capacity.
Al t hough I ndianapolis generated over 3.4 mllion
enpl anenents in 1997 and was therefore classified as a
medi um hub airport, the eight county area from which the
| ndi anapolis airport draws traffic has a popul ati on of over
2.84 million and is the 26'"" largest metropolitan area in
the country. Indianapolis is projected to enjoy a higher
rate of population growth through 2003 than the other
m dwest cities with which it conpetes for economc
devel oprment . ¥ Conpared to other cities and states in the
nm dwest, | ndianapolis has higher rates of personal incone
growth, a greater percentage of increase in retail sales of
general merchandi se, and nore retail sales per househol d.
These statistics help explain why Entrepreneur Magazi ne
rated I ndianapolis the nunmber one city in its region for

entrepreneurial growmth. It will clearly be necessary for

¥ These cities are Chicago, Louisville, St. Louis,
Ci ncinnati and Cl evel and.
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air carrier access to Indianapolis to grow as does its
popul ati on and econom c base.

Total effective buying inconme per household in
| ndi anapolis is over $42,600. This level of household
income translates into high levels of demand for air
transportation. Contributing to the |ocal econony and the
financial well being of its citizens is the fact that
several Fortune 500 conpanies are located in the area
including Eli Lily, Bank One and Allison-Rolls Royce. As
the capitol of the State of Indiana, the state governnent
al so contributes nuch to the strength of the | ocal econony.

M dwest Express proposes to offer twice daily DC- 9/ MD
80 service between the state capitol and the nation's
capitol. This service will conplenment the other service
provi ded by M dwest Express to DCA, including service to
M dwest Express’ hub city of M| waukee and its second base
of operations in Omaha. In addition, M dwest Express’
affiliate, Skyway Airlines, serves the G and Rapids-DCA
mar ket with new Fairchild 328JET regional jet aircraft.

M dwest Express has also applied in Docket OST-00-7187

under section 41718(b) for 4 slots to serve the nonstop Des

Moi nes- DCA mar ket (with continuing service to Kansas City)
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and has separately applied under section 41714(d) to retine
one DCA slot so to provide nonstop service between Kansas
City and DCA. In short, M dwest Express plays the inportant
role of specializing in |inking Washi ngton, D.C. to mmjor,
but underserved m dcontinent cities. In nost cases these
cities are overl ooked by other carriers, thereby consigning
the local passenger to Iless convenient connecting or
sporadic single plane service. The desire of M dwest
Express to serve the |Indianapolis-DCA market is consistent
with this marketing philosophy and wll substantially
contribute to the conpetitive balance in the DCA air
mar ket .

Apart from the inherent benefit of a two carrier
nonstop market, passengers in the |Indianapolis and
Washi ngton, D.C. market wll enjoy a level of service
unparalleled in the industry. M dwest Express provides a
uni quely high level of in-cabin service at conpetitive
prices that brings the carriers nunmerous awards and
accol ades. From its confortable two-plus-two |eather

seating (thereby elimnating the unpopular mddle seat) to

its elegant neal service, every M dwest Express passenger
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is offered a | evel of confort no nmmjor carrier can nmatch

M dwest Express is justifiably proud of the awards it
has received for its service offerings. To nane but a few,
a | eadi ng consuner report has named M dwest Express as the
"Best U.S. Airline" for seven consecutive years. In 1996
and 1994, the prestigious Zagat Airline Survey rated
M dwest Express Airlines the "#1 Domestic Airline," and #4
in the world -- the first tine a U S. airline has placed
anong the top ten. In 1999, readers of Condé Nast Traveler
magazi ne rated M dwest Express as the "#1 U.S. Airline" for
the fifth year in a row. In 1998, Travel & Leisure naned
M dwest Express Airlines "Best Donestic Airline" for the
second consecutive year. And Air Transport Wrld has
honored M dwest Express with its "Passenger Service Award"
for outstanding performance and innovati on. Conpetitive
benefits can conme in many forms. In the case of M dwest
Express, they cone in the formof high |evels of passenger
service which other carriers may try to provide but do not

deliver, at fully conpetitive prices.
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VWhen the Congress directed the Secretary to ensure
that slots issued under section 41718(b) are awarded to
produce maxi mum conpetitive benefits, it could well have
had the possibility of M dwest Express providing
conpetitive nonstop service in an existing nonopoly narket
(such as in the Indianapolis-DCA market) in mnd and for
this reason alone the grant of this application would be
fully justified.

I11. THE M DWEST EXPRESS SERVI CE PROPOSAL
W LL ALSO BENEFI T DONNSTATE | LLI NO S

Apart from these | ocal market benefits, the M dwest

Express proposal wll provide significant advantages to
downstate Illinois air markets, which also justifies DOT
approval of this application. M dwest Express has

fashi oned its Indi anapolis-DCA proposal to not only address
the needs of the |ocal market but as well the chronic air
service deficit experienced by downstate Illinois. M dwest
Express will do so be operating Skyway turboprop aircraft
from Indianapolis to Springfield, and then beyond to
Qui ncy. Both conmmunities have suffered the recent |oss of
air service which M dwest Express wll redress by

providing one stop and nonstop service to |Indianapolis.
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From | ndi anapolis, Springfield and Quincy passengers can
make online connections to the east to Washington, D.C.,
New York City (through LaGuardia), Boston and to the north
to M| waukee, M dwest Express’ hub fromwhich it and Skyway
provi de 327 weekday departures to 44 destinations.

The city of Springfield is the capitol of Illinois and
despite its stature anong Illinois cities, its air service
is declining. Just this week, Anmerican Eagle announced it
is termnating all service to the city fromwhich it served
Chicago’s O Hare airport four tinmes daily |eaving the
mar ket being served with mainly 19-seat aircraft by a
single carrier (“United Express”). The only other hub
airport served from Springfield is St. Louis.

Skyway, the M dwest Express code share carrier, wll
operate twice daily on a nonstop basis between |ndianapolis
and Springfield. This service wll restore service
previously provided by USAirways in the late 1980's.
Further this service will Ilink the state capitols of
| ndiana and IIllinois. The online connecting service
proposed by M dwest Express is specifically tailored to
maxi m ze public benefits by Ilinking East Coast business

centers that produce the nost Springfield traffic.
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Springfield generates nore passenger O traffic to
Washi ngt on and New York than any ot her destination, except
Chicago and St. Louis. By linking Springfield wth
| ndi anapolis, Washi ngton and New York passengers (as wel

as those destined or originating in M| waukee and Boston)
will be able to make online M dwest Express connections at
the |ess congested |Indianapolis airport, avoiding the

bottl eneck airports at Chicago and St. Louis.

Quincy, located to the west of Springfield is even
nore Jlimted in its air service options than is
Springfield. The only service to and from Qincy is

currently provided by Trans World Express to St. Louis with
19-seat aircraft operated three times daily. Thi s past
January, United Express termnated all service to the city
and thereby it lost its air link to OHare--a point to
which the DOT previously guaranteed access under the
essential air service program As the DOT well understands,
the reduction of hub airport access by 50% drastically
i npacts the economic well being of a community. M dwest
Express and Skyway will redress this situation by offering
twice daily singl e-plane service to Indianapolis via

Springfield. As noted, from I ndianapolis, Quincy passengers
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will have online connections to Washington, D.C. (Quincy’s
second |argest market), New York City (Quincy’'s sixth
| argest market), Boston and M | waukee.

The services of Skyway will initially be provided with
19-seat turboprop equipnent. However, as the DOT knows,
Skyway is purchasing new regional jet aircraft and
currently operates 5 Fairchild 328JET aircraft, configured
with 32 seats, and has just placed an order for five
addi tional 328JET and 44 seat 428JET aircraft. As the
Springfield and Quincy markets grow, Skyway wi || have ready
access to regional jet aircraft to serve their respective
needs.

V.  CONCLUSI ON

In enacting section 41718(b) the Congress sought to
equal i ze the chances that non hub, small and nedi um sized
communities could gain nuch needed access to Washington
National. M dwest Express has approached the opportunities
created by this new provision of the | aw by payi ng careful
attention to communities that have had their aspirations
for access to the nation’s capitol reduced by the inpact of
the FAA's High Density Airport Rule. The Indianapoli s-DCA

market is just such a market that has recently seen a
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decline in service both during the business week and the
elimnation of all Saturday service. M dwest Express is
anxious to aneliorate this situation by offering twce
daily nonstop service between |ndianapolis and DCA.

Mor eover, upon the grant of this application, the
M dwest Express’ code share partner and wholly owned
affiliated carrier, Skyway, wll offer nonstop service
bet ween | ndi anapolis and Springfield and one stop service
bet ween | ndi anapolis and Quincy. This M dwest Express
commtnment to serve these downstate Illinois cities wll
of fer them needed new access to the air transport network
since both have just lost sonme or all of their service to
Chi cago. Therefore, the M dwest Express application and
the required July 5, 2000 decision date conmes just in tinme
for these cities which so desperately need inproved air
service.

The attributes of this M dwest Express application are
in accord with philosophy of section 41718)b) and commands
the DOT’s approval. By so doing the DOT will not only
elimnate a nmonopoly DCA market but as well offer val uable
new service opportunities for downstate Illinois.

Respectfully subm tted,
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S| LVERBERG, GOLDMAN & Bl KOFF,

Att orneys for
M DWEST EXPRESS Al RLI NES, | NC.

By:

Robert P. Silverberg

May 5, 2000



