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BEFORE THE
U.S. DEPARTMENT OF TRANSPORTATION
WASHINGTON, D.C.

U.S.-CHINA AIR SERVICES (2001) : Docket OST-99-6323

ANSWER OF
THE CITY OF CHICAGO

By Notice dated October 6, 1999, the Department of Trangportation invited appli-
cations seeking designation to provide service between the United States and the People’ s Re-
public of Chinaaswell asthe dlocation of ten additiona weekly frequenciesin the U.S.-China
market. Applications were filed by American Airlines, Inc. (American) (designation and 10 fre-
guencies), Delta Air Lines, Inc. (Ddta) (desgnation and 10 frequencies), Federd Express Corpo-
ration (Federd Express) (eight frequencies), Northwest Airlines, Inc. (Northwest) (five frequent
cies), Polar Air Cargo, Inc. (Polar) (desgnation and six frequencies), United Air Lines, Inc.
(United) (two frequencies) and United Parcd Service Co. (United Parcdl) (designation and ten
frequencies).

For the reasons set forth herein and as will be demonstrated in the proceeding to
be indtituted by the Department (see Notice at 2), The City of Chicago (Chicago), owner and op-
erator of O'Hare Internationa Airport (O’ Hare), strongly urges that the Department designate
American asthe fourth U.S. carrier to provide service in the U.S.- China market and to alocate to
American the frequencies to provide the Chicago- Shangha and Chicago-Beijing service re-

quested in its gpplication. 1n the event that the Department determines to dlocate American only
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the frequencies necessary to initiate the daily Chicago-Shanghai service it requested, however,
Chicago supports the alocation of two frequencies to United to enable it, as discussed infra, to
provide daily competitive Chicago- Shangha service.

During 1998, there were 818,791 operations at O’ Hare, and 72.5 million passen+
gers and over 1.5 million tons of freight and mail moved through O’ Hare. Nonstop and direct
access is provided to more than 200 destinations around the world by atota of 67 passenger,
cargo and commuter arlines serving O’ Hare. Internationdly, there were 77,098 operationsin
1998, and 8.9 million passengers and dmost 700,000 tons of freight and mail moved through
O'Hare. Nonstop and direct access istoday provided to 64 international destinations by atotal
of 37 passenger and cargo foreign airlines, including the two most recent entrants at O’ Hare,
ANA and Virgin Atlantic. Indeed, O’'Hareisrapidly emerging as one of the premiere interna-
tiona gatewaysin the United States.

Turning to the gpplications themselves, Chicago strongly supports the desgna-
tion of American as the fourth U.S. carrier to serve the U.S.- China market, and the alocation of
the frequencies to American to provide service between Chicago and Shangha and Chicago and
Beijing as st forth in its gpplication.

American’s entry in the U.S.-China market will provide substantial competitive
benefits for passengers and shippersin thelocal Chicago-Shangha and Chicago-Beijing markets,
and in numerous on-line cities served by American and American Eagle viaits O’ Hare hub. The
Chicago-China market is the second largest U.S.-China market without nonstop service, and the
new service to be offered by American will provide substantial benefits to passengers that today
must travel to ether Detroit, San Francisco or Los Angeles to connect with existing nonstop

U.S.-Chinasarvices. Smilarly, American serves a great number of citiesvia O’ Hare, and pas-
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sengers within this catchment area will benefit subgtantialy from the new ortline service, and
provide sgnificant intergateway competition for passengers traveling to and from this catchment
area.. Furthermore, American has indicated that it intendsto display the designator code of
China Eagtern Airlines Corporation Limited, American’s Chinese carrier code-share partner, on
American’s Chicago- Shangha and Chicago-Beijing flights, aswell as on certain American do-
mestic flights to and from American’s Chicago hub, and that these carriers may dso extend their
code-sharing arrangemert to include display of the“AA” designator on flights operated by China
Eagtern beyond Shanghai. Findly, as set forth in American’s Supplement to its Application (at
3), American will use B777-223IGW aircraft for this service that will provide substantia cargo
capacity in the Chicago- Shanghai (31,177 pounds in the Chicago-Shangha and 46,297 poundsin
the Shanghai- Chicago markets, assuming a 75% load factor), and Chicago-Beijing (45,990
pounds in the Chicago-Beijing market and 54,382 pounds in the Beijing-Chicago market, assum-
ing a 75% load factor) markets. In short, the initiation of nonstop service in the Chicago-
Shangha and Chicago-Beijing markets will provide important public benefitsin the U.S.-China
market.

In its gpplication, United has indicated thet it is seeking two additiond frequen-
ciesfor San Francisco nonstop services as an integral part of its commitment to upgrade its ser-
vice between the U.S. and China. In thisregard, United has indicated that, if it obtains these two
additiond frequencies, it will convert the use of the fourteen frequencies it was alocated prior to
1999 from one-stop operations to China via Tokyo into additional new nonstop combination ser-
vices between the U.S. and China. United’ s new nonstop service would, under these circum:
stances, include daily nonstop 368-seat B747-400 combination services between Chicago and

Shanghal effectivein April 2001, with sngle-flight-number change of aircraft services behind
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Chicago to New York’s LaGuardia Airport. In the event thet American is awarded only the fre-
guencies necessary to provide daily Chicago- Shanghai nonstop service, Chicago supports the
alocation of two frequencies to United to engble it to inaugurate daily, competitive Chicago-
Shangha sarvice.

In the evidentiary proceeding to be indituted in this matter, Chicago will demon-
drate in detail why the designation of American and the alocation of weekly frequenciesto
American will best serve the public interest.

WHEREFORE, for the foregoing reasons, The City of Chicago urges the Depart-
ment of Trangportation to desgnate American Airlines, Inc. asthe fourth U.S. carrier to provide
sarvice in the U.S.- China market and to alocate the frequenciesin the manner described more
fully heran.

Respectfully submitted,

/sEduardo M. Catillas
Eduardo M. Catillas

Deputy Corporation Counsel
City of Chicago

Department of Law

121 N. LaSalle St., Room 600
Chicago, Illinois 60602

Phone: (312) 744-6478
Fax: (312) 744-3932
E-Mal: ecotillas@di.chi.il.us

November 16, 1999

60223853.01



Certificate of Service

| hereby certify that a copy of the foregoing Answer was served this day upon the persons

listed on the attached service lig, viafirgt-class mail, postage prepaid.

/9 Carolyn R. Gaunt
Carolyn R. Gaunt

Washington, D.C.
November 16, 1999
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John L. Martin

Airport Director

San Francisco Internationa Airport
Internationa Termind, 5" Floor
P.O. Box 8097

San Francisco, Cdifornia 94628

Gerard J. Arpey

Senior Vice Presdent —
Finance and Planning and
Chief Financid Officer

American Airlines, Inc.

P.O. Box 619616, MD 5621

DFW Airport, Texas 75261

Arnold J. Grossman

Vice Presdent — Internationd Affairs
American Airlines, Inc.

P.O. Box 619616, MD 5635

DFW Airport, Texas 75261

D. Scott Yohe

Senior Vice Presdent — Government Affairs
DdtaAir Lines, Inc.

1275 K Street, N.W., Suite 1200
Washington, D.C. 20005

John J. Varley

Assigant Generd Counsdl
DdtaAir Lines, Inc.

Law Department #986
1030 Delta Boulevard
Atlanta, Georgia 30320

Stephen H. Lachter

Law Offices of Stephen H. Lachter
1150 Connecticut Avenue, N.W.
Suite 900

Washington, D.C. 20036
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MaraE. Rosaes

Airport Generd Counsdl

City Attorney’s Office

San Francisco Internationa Airport
Internationa Termindl, 5" Floor
P.O. Box 8097

San Francisco, Cdifornia 94628

Carl B. Nelson, Jr., Esq.
Asociate General Counsd
American Airlines, Inc.

1101 17" St., N.W., Suite 600
Washington, D.C. 20036

William K. Ris, J.

Senior Vice Presdent — Government Affairs
American Airlines, Inc.

1101 17" Street, N.W., Suite 600
Washington, D.C. 20036

Robert E. Cohn
Alexander Van der Bdlen
Shaw Pittman

2300 N Street, N.W.
Washington, D.C. 20037

Alfred J. Eichenlaub

Senior Vice Presdent and Genera Counsdl
Polar Air Cargo, Inc.

100 Oceangate, 15" Floor

Long Beach, Cdifornia 90802

Matthew J. Capozzoli

Vice Presdent

United Parcel Service Co.

1400 North Hurstbourne Parkway
Louisville, Kentucky 40222



Steven R. Okun

Public Affairs Manager

United Parcel Service Co.

316 Pennsylvania Avenue, SE.
Washington, D.C. 20003

Jeffrey A. Manley

Bruce H. Rabinovitz
Kirkland & Ellis

655 Fifteenth Street, N.W.
Washington, D.C. 20005

M. Rush O'Keefe, L.
Sarah S. Prosser

David A. Glauber

Federa Express Corp.
1980 Nonconnah Boulevard
Memphis, Tennessee

Quentin J. Smith, J.

Manager, Air Transportation Divison
Federd Aviation Adminidration, AFS-200
800 Independence Avenue, SW.
Washington, D.C. 20591

Michad G. Whitaker
Jonathon Moss

Director, Regulatory Affairs
United Airlines, Inc.

P.O. Box 66100, WHQIZ
Chicago, lllinois 60666

Nathaniel P. Breed, Jr.

Shaw, Pittman, Potts & Trowbridge
2300 N Street, N.W.

Washington, D.C. 20037
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David L. Vaughan

Keley Drye & Waren LLP
1200 19" Street, N.W.
Suite 500

Washington, D.C. 20036

Elliot M. Seiden

David G. Mishkin

Megan Rae Poldy

Northwest Airlines, Inc.

901 15" Street, N.W., Suite 310
Washington, D.C. 20005

The Hon. Thomas White

Acting Deputy Assstant Secretary for
Trangportation Affairs

U.S. Department of State

2201 C Street, N.W., Room 5830

Washington, D.C. 20520

His Excdlency Mr. Li Zhaoxing

Ambassador of the People' s Republic
of China

2300 Connecticut Avenue, N.W.

Washington, D.C. 20008

Shdley Longmuir

Mark Anderson

United Airlines, Inc.

1025 Connecticut Avenue, N.W.
Suite 1210

Washington, D.C. 20036



