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Item 1.

PART I

BUSINESS

GENERAL

Republic Airlines, Inc. (the "Company"” or "Republic") was
organized in 1944 as North Central Airlines, Inc. under the
laws of the State of Wisconsin. Republic was formed in 1979
by the merger of North Central Airlines and Southern Airways,
each of which had operated regional networks since 1948 and
and 1949, respectively, and acted as feeders for the long haul
trunk carriers servicing major national and international routes.
In 1980, the Company acquired the stock of Hughes Airwest, a
regional airline which served the western United States, Canada
and Mexico. Republic is a major air carrier providing scheduled
air transportion of persons, property and mail over an 85,000
mile route system. The Company operated approximately 1,040
daily departures to 100 cities in 34 states, as well as
destinations in Mexico, Canada and the Cayman Islands in the
Caribbean.

AIRLINE INDUSTRY

Since the passage of the Airline Deregulation Act of 1978 (the
"Deregulation Act"), the airline industry has been characterized by
intense competition. Major routes with high density traffic are
accessible to almost any carrier, and airlines have been offering
a wide range of schedules, in-flight services and discount fares to
attract passengers in these popular markets. Routes with low or
moderate density traffic such as many of those served by Republic,
however, have attracted less competition because of the relatively
limited passenger potential. Airlines have used discount fares and
promotions as the principal competitive tools to increase market
shares. Price competition has accelerated the efforts of airline
management to reduce operating costs and improve productivity in
order to be able to withstand greater levels of discounting. Efforts
to reduce labor costs and to improve productivity have become
particularly important to established air carriers, which now
must compete with new airlines formed to capitalize on lower labor
and equipment costs in serving limited market segments, as well
as with the more efficient, established airlines.

ROUTE SYSTEM

Republic's route system is based on a hub and spoke configuration

which provides short haul service from regional locations to hub
cities and provides long haul service over bridge routes between hub
cities and to other major destinations. The Company's three primary
hub cities are Detroit, Memphis and Minneapolis/St.Paul. Based on
total passengers enplaned by Republic and other airlines during



Item 1.

BUSINESS (continued)

the year ended December 31, 1984, Republic was the leading air
carrier at Detroit and Memphis, and second at Minneapolis/St. Paul.
A significant portion of Republic's passengers departing from

its hub cities are connecting passengers from Republic flights
within its regional feeder systemr. These feeder systems serve
small and medium size cities within the regions through short

and intermediate length hauls (generally less than 300 miles)

and were developed by the Company's predecessors in the north
central and southeastern areas of the United States. In January
1985, Republic and Simmons Airlines, a Michigan based regional
carrier serving 23 cities in the midwest, entered into an agreement
providing for coordinated operations commencing in April 1985 at
Republic's Detroit hub and for the acquisition by Republic of 200,000
shares of common stock of Simmons Airlines (9.2% of its outstanding
shares). In February 1985, Republic and Phoenix Airline Services,
Inc. entered into an agreement providing for coordinated operations
at Republic's Memphis hub. Phoenix will operate between Memphis
and points in the Southeastern United States by mid-summer.

In a major schedule change implemented on October 28, 1984,
Republic restructured its route system in an effort to increase
yields and enhance its competitive position, and instituted programs
designed to attract business travelers. At each of these three hub
cities, Republic offers more daily flights than any other carrier.

In 1984, service was inaugurated at eight new destinations: Hartford/
Springfield, Buffalo/Niagara Falls, Rochester (N.Y.), Fort Wayne,
South Bend, Indianapolis, Oklahoma City and Tulsa. The restructuring
included discontinuing service to 23 destinations in 1984 which were
low yield and short haul markets, in the west and southwest, while
expanding activity at its three primary hubs. Service to Pittsburgh
is being inaugurated April 1, 1985. Another major schedule change

is planned for April 28, at which time eight other markets will be
added: John F. Kennedy International Airport, Syracuse, Albany
(N.Y.), Erie, Louisville, Little Rock, Shreveport and Appleton. This
expansion is expected to provide additional traffic to the hubs.
Detroit departures will increase from 149 to 178; Minneapolis/St.
Paul from 123 to 152; and Memphis from 97 to 153.

Management currently expects that expansion of the Company's
route system will be through further development at the three hubs,
and the addition of intermediate and longer haul routes utilizing
traffic developed by Republic's feeder systems. As a result of the
implementation of new longer haul routes, Republic's average length
of flight segment has increased from 23] miles in 1980 to 396 miles in
1984, and the average length of a passenger trip has risemn from 360
miles in 1980 to 563 miles in 1984,

The Company has developed a support program for replacement
carriers and for other commuter airlines, such as Simmons and
Phoenix Airlines, to facilitate the Company's ability to discontinue
service to cities with low density traffic. Under this program,
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Republic will provide ground support and computerized reservations
services to certain commuter airlines which may provide feeder
traffic to Republic.

On its passenger flights, the Company also provides small
package and cargo transportation services. In addition, the Company
transports mail for the U.S. Postal Service. Republic engages in
limited charter opeérations which accounted for less than .6Z of
total revenues for the years ended December 31, 1984, and 1983.

EMPLOYEES AND LABOR RELATIONS

As of December 31, 1984, the Company had 13,390 employees,
substantially all of whom are represented by unions. Collective
bargaining agreements provide standards for wages, hours of work,
working conditions, settlement of disputes and other matters with
various unions.

The recent improvements in the Company's operating results
are due in part to cost savings from employee concessions.
The Company's ability to sustain profitable operations will be
dependent upon maintaining a cost-efficient and highly productive
work force. Beginning in December 1983, the Company negotiated
with the unions which represent most of its employees for a
continuation of the wage freeze and 157 wage reduction which included
the period from September 1, 1983 through May 31, 1984, as well
as other concessions. All of the Company's employee unions have
ratified amended labor agreements during 1984 under a "Partmership
Plan" estimated to save the Company $100 million annually through
1986. The agreements provide for the extension of the wage freeze
and 15X pay reduction through the contract amendable dates which
are as follows:

Number of Employees
Covered as of

Employee Group December 31, 1984 Union Amendable Date
PilotS.ceeeccccccssvocsnnas 1,663 ALPA March 31, 1987
Flight Attendant8.......... 1,964 AFA March 31, 1987

Clerical, Office, Fleet and
Passenger Service

Personnel....ceoeesccces 5,888 ALEA December 31, 1986
Flight Dispatcherg8....s.... 66 TWU December 31, 1986
Mechanics and Related

Personnel.cececcscccncee 2,590 1AM September 30, 1986
Maintenance Supervisors.... 96 AASA September 30, 1986

Other terms of the agreements include additional wage and/or
productivity concessions equivalent to up to 8% of payroll, a wage
scale for new employees below rates of current employees and certain
changes in pilots' pension plans. The ALPA and AFA agreements
provide for gradual restoration of pay concessions beginning October
1, 1986, up to a maximum of 9%, if certain profit levels are achieved
before October 1986. The other agreements may require restoration of
both pay and productivity concessions on the amendable dates, subject

to a requirement that the parties negotiste a continuance of concessions
3
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BUSINESS (continued)

at least 30 days prior to the amendable dates, if needed to assure the
Company's long-term viability. The Company's management employees

are participating in similar concessions. Management believes that
the Company's employee relations have been good, although there is

no assurance that the Company will be able to obtain employee
concessions, similar to those obtained in 1984, when the curremt
agreements become amendable beginning in October 1986.

In exchange for the concessions, the Company will provide
5,529,195 shares of common stock, 2,170,000 callable warrants to
purchase common stock at $10 per share and & profit-sharing
arrangement in the form of & new class of participating, non-
cumulative, non-voting junior preferred stock. These securities
will be contributed to one or more trusts for the benefit of
employees. The issuance of these securities is subject to compliance
with legal and regulatory requirements. In addition, the Company has
agreed not to pay dividends on common stock through December 31,
1986, and to f£ill one position on the Board of Directors with an
individual of national prominence to be chosen by agreement of all
the Company's union groups and reasonably acceptable to the Company's
Board of Directors. This Board member has not yet been selected by
the union groups. For a description of the preferred stock and
warrants, see Note H to the Financial Statements, incorporated herein
by reference on page 25 of the accompanying Annual Report to
Stockholders.

RATES, FARES AND COMPETITION

As of January 1, 1983, all regulation of fares in domestic
markets terminated. The Airline Deregulation Act of 1978 has
fostered competition in the United States market by facilitating
entry of new airlines and by increasing the freedom of air carriers
to enter markets and to change fares. Price competition is greatest
on routes with high density traffic, which are served by several
established airlines and by new airlines offering discounted fares. A
contributing factor to the fare competition has been the growth of
low-cost carriers that are able to offer lower fares. Imn addition,
promotional discounts have increased as airlines have attempted to
gain or retain market shares. Republic has offered discount and
promotional fares to meet competition, to develop traffic on new
routes or to stimulate traffic.

The operating results of the airline industry have been volatile
due to several factors. Since fixed costs represent a substantial
component of the airline industry's operating cost structure, a small
change in passenger load factor can have a significant effect on an
airline's operating results. Based on the Company's available sest
miles in scheduled service and yield (revenue per passenger mile) for
1984 a one percentage point change in the Company's passenger load
factor would have produced an increase or decrease of approximately
$28.2 million in the Company's operating profit for the year. Small
changes in an airline's yield can also result in significant
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fluctuations in operating results. Based on the Company's scheduled
revenue passenger miles during 1984, a change of one-tenth of one
cent (0.l¢) in yield would have resulted in an increase or decrease
of approximately $8.6 million in the Company's operating profit for
the year. The price of aviation fuel can also have a material effect
on an airline's total operating costs. Based on the Company's fuel
consumption for 1984, each one cent per gallon change in fuel prices
would have resulted in an increase or decrease of approximately $4.3
million in the operating profit for the year.

Air carriers are substantially dependent on sales made by travel
agents. As a result of recent airline bankruptcies, the perceived
financial stability of an air carrier may have an effect upon the
discretionary selection of airlines and bookings of flights by travel
agents. Because travel agents are able to exercise discretion over
the selection of airlines and bookings of their customer's flight
schedules, the Company considers the payment of commission rates
comparable to its competitors as necessary to its business. During
1984, bookings by travel agents accounted for approximately 74% of
the Company's passenger revenues.

Approximately 80T of all travel agencies in the United States
were subscribers of automated reservations systems which were
developed and are offered by several other airlines. The airlines
which provide the systems have in the past maintained preferential
schedule displays, charged widely varying user fees to competitors
and engaged in certain gther practices with respect to these systems
which placed the Company at a competitive disadvantage. Prior to
their responsibilities being transferred to the Department of
Transportation ("DOT"), the Civil Aeronautics Board had promulgated
rules addressing the practices of these systems but these rules have
not precluded certain practices which are unfavorable to the Company.
The operators of the systems have recently effected sizable increases
in their booking charges. The Company, along with ten other airlines,
has recently filed suit against the owners of two of the principal
reservations systems, alleging excessive fees and other violations
of the antitrust laws.

FUEL

During 1984, the Company purchased approximately 752 of its
aviation fuel under contracts with 16 fuel suppliers. The balance
was purchased at retail as needed or in the "spot" market where
prices may vary above or below contract levels. The Company's fuel
supply contracts generally have one-year terms and permit the
supplier to increase or decrease the price depending on market
conditions. Such contracts also typically permit the Company to
terminate upon notice if it finds a price increase to be unaccept-
able. The principal purpose of entering into such contracts is to
assure sources of supply. Supplies of petroleum products are
currently adequate and, absent a disruption in the flow of petroleum
supplies, including foreign imports of crude oil, the Company expects
there to be an adequate supply of aviation fuel to be available in
the immediate future.
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The cost of fuel is a substantial portion of the Company's
operating costs. Fuel expense was, as a percentage of total
operating expenses, 28.9% in 1980, 28.4%1 in 1981, 27.5% in 1982,
25.3% in 1983, and 24.87 in 1984. The average price per gallon paid
by Republic for aviation fuel increased from 89.6¢ in 1980 to $1.036 -
in 1981, but decreased to 97.5¢ in 1982, to 88.3¢ in 1983, and
to 84.4¢ in 1984. Changes in demand for other petroleum products,
including gasoline, petrochemicals and home heating oil, as well as
the adequacy of refining capacity and other supply constraints,
affect the price and availability of aviation fuel generally.

REGULATION

Domestic. Airlines are no longer subject to significant
economic regulation with respect to their domestic services.
Certain regulatory functions continue in effect however and with the
sungset of the Civil Aeronautics Board on December 31, 1984, these
have been assigned to the Department of Transportation. Ongoing
regulatory functions include a requirement that notice be given in
the case of certain reductions or suspensions of service at smaller
points. The DOT also has authority to prevent a suspension for
successive 30-day periods if "essential air service" would otherwise
not be provided. 1In such event, however, it wust compensate the air
carrier for losses incurred. Mergers and interlocking relationships
are also subject to DOT approval and DOT also has authority to
regulate deceptive and unfair competitive practices. It wmay also
approve agreements between air carriers and grant antitrust immunity
to such agreements as well as to mergers and interlocking
relationships. Various consumer protection regulations have been
carried forward in DOT under the authority transferred to it. These
include rules affecting smoking, denied boarding, baggage liability,
and computer reservations systems provided by airlines to travel
agents.

International. More extensive economic regulation continues
with respect to U.S. international airline service, subject however,
to air transport agreements with other countries. The Company is
certificated for various international routes in North America,
notably authority to Grand Cayman, Canada, and Mexico. The DOT
decides how many and which U.S. carriers shall be certificated on an
international route. Under certain circumstances it may withdraw
international route authority or refuse to renew expired authority.
It also exercises limited supervision over international rates.

FAA Regulation. The Federal Aviation Administration (“FAA") has
jurisdiction under the Federal Aviation Act to regulate flight
operations generally, including the licensing of pilots and maintenance
personnel, the establishment of minimum standards for training and
maintenance and the establishment of minimum technical standards for
flight, communications and ground equipment.

-
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Environmental Regulations. The FAA is empowered to promulgate
regulations covering aircraft noise. Current noise abatement
regulations require that most aircraft now in operation (including
all of Republic's aircraft except the Convair 580) comply with
certain standards as most recently amended b the Aviation Safety and
Noise Abatement Act of 1979. To comply with these standards, the
Company is required to modify all of its DC9-10 aircraft and spare
engines by January 1, 1988, at a cost of approximately $245,000
per aircraft and spare engines at a cost of approximately $120,000
per engine. The Company began this retrofit program in 1979 and
will complete the required modifications by January 1, 1988.
Modifications on all of the DC9-30 aircraft and spare engines have
been completed. The Company estimates it will have to spend
approximately $2.9 million to complete the DC9-10 retrofit program.
Any DC9-10 aircraft without the requisite modifications can be sold
to a United States carrier, but the carrier must complete the
modifications before using the aircraft in commercial operations.

The DC9-50, MD-80 and Boeing 727-200 aircraft operated by the Company
comply with the noise standards.

State legislatures and other govermmental bodies, as well as
some airport authorities, have from time to time considered or
adopted noise reduction measures, including limitations on hours of
operation and restrictions on types of aircraft. The Orange County/
Santa Ana, California, airport restricts the type of aircraft
and number of departures serving the airport. Orange County has also
adopted noise abatement restrictions which would potentially limit
aircraft serving the airport to newer and quieter types, such as the
MD~80. The U.S. Department of Transportation has encouraged airport
authorities developing noise abatement plans to submit them to
the FAA for review and adoption of uniform regulations. Regulations
restricting the use of airports or requiring modifications of
equipment or substitution of aircraft, particularly state or local
regulations which may vary in uniformity, could increase the
Company's operating costs.

Other Regulations. The Company is subject to the jurisdiction
of various other regulatory agencies, including the Federal Commu-
nications Commission, which governs the operating of Republic's radio
and communications facilities and the U.S. Postal Service, which
regulates transportation of mail through which Republic has entered
into contract. Republic's routes and fares between the United
States and Mexico, Canada and the Cayman Islands in the Caribbean are
subject to foreign regulatioms.

INSURANCE

The Company carries insurance of types customary to the airline
industry and in amounts management deems adequate to protect the
Company and its property. The principal coverage includes public
liability, passenger liability, baggage and cargo liability, property
damage, workers' compensation, loss or damage to flight equipment,
and fire insurance on contents of hangars and buildings used by the
Company.




Item 2. PROPERTIES
FLIGHT EQUIPMENT
Republic operates a fleet of intermediate-sized jet aircraft,
appropriate to both its regional markets and its longer haul routes.
This fleet allows Republic to allocate its aircraft among its various
routes according to traffic demand. The Company may dispose of
older, less efficient aircraft if determined to be surplus to the
Company's requirements and may acquire other new or used aircraft to
meet its fleet needs. The Company does not provide non-stop service
in the coast-to-coast markets where larger capacity aircraft are
generally utilized. The following table sets forth information
regarding the flight equipment operated by the Company in scheduled
service:
Type of Passenger Average Number of Aircraft
Aircraft Capacity Age(Yrs) Owned Leased Total
Boeing 727-200(advanced).......... 143 635 15 3 18
McDonnell Douglas MD=80...cc0veees 143 3 7 1 8
McPonnell Douglas DC9=50...c000000 122 63 16 12 28
McDonnell Douglas DC9-30..c0cvcene 95 16 52 8 60
McDonnell Douglas DC9-10...cc00vee 80 18 30 3 33
Convair 580.....ccnececcvcccccrens 48 30% _13 - 13
133 27 160

All of the aircraft owned by the Company are subject to liens
to secure obligations of the Company including obligations
pursuant to various loan and equipment trust agreements and the
Company's indemnity of tax benefits. Five of the DC9-30 aircraft and
three of the 727-200 aircraft are leased under operating leases and
the remaining leased aircraft are accounted for as capital leases.
For information concerning the Company's lease obligations, see Note
D to the Financial Statements, incorporated herein by reference
on pages 22 and 23 of the accompanying Annual Report to
Stockholders.

All aircraft operated by Republic are maintained in accordance
with procedures approved by the FAA. The Company maintains inven-
tories of spare engines, spare parts, accessories and other mainte-
nance supplies sufficient to meet its operating requirements.

GROUND FACILITIES

The Company leases substantially all of its office, maintenance
and terminal buildings from governmental units or authorities under
long-term lease agreements. The Company's general office is located
at the Minneapolis/St. Paul International Airport. The principal
maintenance bases are located at the airports serving Minneapolis/
St. Paul and Atlanta.



The Company plans to significantly expand its airport facilities
in Detroit, Memphis, and Minneapolis/St.Paul over the next several
years. Total cost of the facilities expansion is expected to exceed
$40 million. The Company is also planning to build a reservations
center in Detroit at an estimated cost of $12 million. Coumitments
and financing arrangements, which may include leases from airport
authorities or other third parties, have not been made for a
significant portion of the above cost.

The Company also owns or leases certain computer equipment,
airport passenger loading bridges, vehicles, and furniture and
fixtures which support its airline operations.

Various claims and lawsuits against the Company are pending, but
are either covered by insurance or are the type which are normally
and reasonably foreseeable in view of the nature of the Company's
business. Management believes the total amount of liability which
reasonably may be expected to arise from such claims and lawsuits
not covered by insurance would not have a material adverse effect on
the results of its operations, its financial condition or its

Item 2, PROPERTIES (continued)
Item 3. LEGAL PROCEEDINGS

business generally.
Item 4.

SUBMISSION OF MATTERS TO A VOTE OF SECURITY HOLDERS

Not applicable.

EXECUTIVE OFFICERS OF THE REGISTRANT

The executive officers of the Registrant as of March 22, 1985, who were
elected at the Board of Directors meeting following the 1984 annual meeting of
stockholders or at a subsequent Board of Directors meeting, are:

Name and Age Title . Officer Since

May, Daniel F., 55 Chairman of the Board and

Chief Executive Officer 1962
Wolf, Stephen M., 43 President and Chief Operating

Officer 1984
Atwood, Dorman W., 63 Senior Vice President -

Maintenance and Engineering 1979
Foster, Gramer D., 57 Senior Vice President-Operations 1980
Magary, A.B., 42 Senior Vice President-Marketing 1984
Maxson, A.L., 49 Senior Vice President-Finance 1966
Barkhausen, Henry W., 37 Vice President and Treasurer 1984



EXECUTIVE OFFICERS OF THE REGISTRANT (continued)

Name and Age Title Officer Since
Ettel, Joseph W., 38 Vice President-Personnel 1974
Grossman, Arnold J., 49 Vice President-Marketing

Systems 1984
Lagow, W. Thomas., 43 Vice President-Marketing Planning 1985
Lantner, Gary H., 35 Vice President and Secretary 1984
Mitchell, Lee R., 47 Vice President-Computer and

Communications Service 1985
Nobles, Bruce R., 38 Vice President-Customer Service 1984
Sellwood, Raymond W., 56 Vice President-Flight 1984
Jasinski, Paul C., 39 General Counsel and Assistant

Secretary 1984
Meyer, Michael D., 40 Controller 1974

All of the executive officers have been officers or employees of the
Company or its predecessor companies in capacities substantially equivalent
to their current employment responsibilities for the past five years except
for the following:

Mr. Foster was named Director of Flight Standards in July 1979, Assistant
Vice President of Flying in April 1980 and Vice President of Flying in April
1981. He was named Vice President-Flight Operations in October 1983. He was
appointed Senior Vice President-Operations in October 1984 and is responsible
for both the flight and maintenance functions of the Company.

Mr. Magary was Vice President-Sales and Marketing at Hyatt International
Corporation from March 1982 to June 1984. Previously he served 14 years at
Pan American World Airways rising to the position of Vice President-Pacific
Division.

Mr. Barkhausen was Director of Real Estate of the Tribune Company
(newspaper publishing and other communication services) from October 1982 to
November 1983 and prior thereto was Assistant Treasurer of Marshall Field &
Company (department stores).

Mr. Grossman was Vice President-Marketing Services and Vice President-
Customer Services at CCS Automation Systems, Inc., & unit of Texas
Air Corporation from January 1984 until July 1984. He was Senior Director-
Automated Marketing and Distribution Systems at Continental Airlines from
January through December 1983 and also previously spent 23 years at Pan American
World Airways in a variety of marketing, planning and govermmental affairs
positions.

10



EXECUTIVE OFFICERS OF THE REGISTRANT (continued)

Mr. Lagow was Senior Vice President-Marketing at Braniff Airways from
November 1983 to November 1984. Previously he spent 18 years at Trans World
Airlines in various marketing positions becoming Staff Vice President-
Scheduling in January 1978 and Vice President-Scheduling in January 1981.

Mr. Lantner was with Continental Air Lines Inc. from February 1978
until May 1981 as Director-Properties and Facilities. From June 1981
until January 1982 he was Director of Administration for the Specialty
Restaurants Division of Host International. From February 1982 until
July 1984 he was with Continental Air Lines Inc. in various capacities
including Senior Director-Properties and Facilities and Senior Director-
Aircraft Programs. 1In his current position as Vice President and
Secretary his responsibilities include properties and facilities,
legal and government affairs, aircraft programs, contract sales,

personnel, purchasing, computer and communication services, internal
audit and security,

Mr. Mitchell was Director of Worldwide Airline Systems Support for
Sperry Univac from February 1976 to April 1980. He was Senior Director,
Information Systems at Flying Tiger Line Inc. from May 1980 to February
1985 when he was appointed to his present position with the Company. 1In
his current position, Mr. Mitchell is responsible for the Company's data
processing and communications networks including support of the airline's
reservations system and business systems applications.

Mr. Nobles was with Pan American World Airways from June 1982 to August
1984 as Marketing Controller. Previously, he was with American Airlines for
16 years in a variety of field and staff positions. As Vice President-
Customer Service, Mr. Nobles is responsible for the airline's inflight
service, including flight attendant service and food service. BHe is
also responsible for station operations, including ground service,
procedures and training.

Mr. Sellwood was Chief Pilot with the Company from March 1979 to
July 1983. He became Director-System Flying in August 1983 and Senior
Director-System Flying in June 1984 before being appointed Vice President-~
Flight in October 1984.

Mr. Jasinski was previously general attorney with Trans World Airlines
for seven years, where he was primarily involved in regulatory and
governmental matters. Earlier, he was an attorney in the legal department
of United Airlines for three years. He is responsible for the legal
department, govermnment affairs, security and internal audit.

Officers are elected to serve until the Board of Directors meeting
following the Annual Meeting of Stockholders or until their successors are
elected.

Additional information for those executive officers who are also directors
is set forth in the Registrant's definitive proxy statement dated March 19,
1985 for the 1985 Annual Meeting of Stockholders, incorporated herein by
reference.
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PART 11

Item 5. MARKET FOR THE REGISTRANT'S COMMON STOCK
AND RELATED SECURITY HOLDER MATTERS

Information required by this item is set forth under Common
Stock Information on page 28 of the accompanying Annual Report to
Stockholders and is incorporated herein by reference.

Item 6. SELECTED FINANCIAL DATA

Information required by this item is set forth under the ten-
year summary on pages 4 and 5 of the accompanying Annual Report
to Stockholders and is incorporated herein by reference.

Item 7. MANAGEMENT'S DISCUSSION AND ANALYSIS OF FINANCIAL
CONDITION AND RESULTS OF OPERATIONS

Information required by this item is set forth under Management's
Discussion and Analysis on pages 4 through 9 and Effects of Changing
Prices on pages 26 and 27 of the accompanying Annual Report to
Stockholders and is incorporated herein by reference.

Item 8. FINANCIAL STATEMENTS AND SUPPLEMENTARY DATA

Financial Statements appearing on pages 16 through 26 of the
accompanying Annual Report to Stockholders are incorporated herein by
reference.

Quarterly Summaries of Operations appearing on page 28 of the
accompanying Annual Report to Stockholders are incorporated herein by
reference.

Effects of Changing Prices on pages 26 and 27 of the accompanying
Annual Report to Stockholders are incorporated herein by reference.

Item 9. DISAGREEMENTS ON ACCOUNTING AND FINANCIAL DISCLOSURE

Not applicable.

PART III
Item 10. DIRECTORS AND EXECUTIVE OFFICERS OF THE REGISTRANT

Information relating to the directors of the Registrant is
contained in its definitive proxy statement dated March 19, 1985, for
the 1985 Annual Meeting of Stockholders, incorporated herein by
reference. Information relating to the executive officers of the
Registrant is furnished as an unnumbered item in Part I following
Item 4.
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Item 11.

EXECUTIVE COMPENSATION

Item 12.

Information required by this item is set forth in the
Registrant's definitive proxy statement dated March 19, 1985, for the
1985 Annual Meeting of Stockholders, incorporated herein by
reference.

SECURITY OWNERSHIP OF CERTAIN BENEFICIAL OWNERS AND MANAGEMENT

Item 13.

Information required by this item is set forth in the
Registrant's definitive proxy statement dated March 19, 1985, for the
1985 Annual Meeting of Stockholders, incorporated herein by
reference.

CERTAIN RELATIONSHIPS AND RELATED TRANSACTIONS

Item l4.

Information required by this item is set forth in the
Registrant's definitive proxy statement dated March 19, 1985, for the
1985 Annual Meeting of Stockholders, incorporated herein by
reference.

PART IV

EXHIBITS, FINANCIAL STATEMENT SCHEDULES, AND REPORTS ON FORM 8-K

(a)

Annual Report
to Stockholders
1. Financial Statements Page Reference

Consolidated balance sheets at December 31, 16 and 17
1984 and 1983

Consolidated statements of operations for the 18
years ended December 31, 1984, 1983 and 1982

Consolidated statements of changes in financial 19
position for the years ended December 31, 1984,
1983 and 1982

Consolidated statements of changes in stockholders’ 20
equity (deficit) for the years ended December 31,
1984, 1983 and 1982

Notes to financial statements 21-26
Form 10-K
2. Financial Statement Schedules Page Reference
Auditors' Report F-1
Schedules:
Schedule V - Property and Equipment F~-2, F-3
Years ended December 31, 1984, 1983 and F=4
and 1982
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Item 14. EXHIBITS, FINANCIAL STATEMENT SCHEDULES, AND REPORTS ON FORM 8-K

(continued)
Form 10-K
2. Financial Statement Schedules Page Reference
Schedule VI - Accumulated Depreciation and F-5 and
Amortization F-6
Years ended December 31, 1984, 1983
and 1982
Schedule X -~ Supplementary Income Statement F-7
Information
Years ended December 31, 1984, 1983
and 1982

All other schedules have been omitted since the required infor-
mation is not present or not present in amounts sufficient to require
submigsion of the schedule, or because the information required is
included in the financial statements or the notes thereto.

3. Exhibits

3.1

3.2

4.1

4.2

a‘3

Restated Articles of Incorporation of Republic
Airlines, Inc. incorporated herein by reference
to Exhibit 4.1 to the Company's Quarterly Report
on Form 10-Q for the Quarter Ended June 30,
1983.

Bylaws of Republic Airlines, Inc. incorporated
herein by reference to Exhibit 3.2 to the
Company's 1982 Annual Report on Form 10-K.

The Company's Revolving Credit Agreement and
Anendments and Waivers thereto through and
including November 30, 1982 incorporated herein
by reference to Exhibit 28.1 to the Company's
Registration Statement No. 2-80688.

Amendments or Waivers to the Company's Revolving
Credit Agreement dated January 1, 1983, June 1,
1983, June 30, 1983, July 31, 1983, and August 26,
1983, incorporated herein by reference to the
Company's 1982 Annual Report on Form 10-K and

the Company's Quarterly Reports on Form 10-Q

for the Quarters Ended June 30, 1983 and

September 30, 1983.

Security agreement dated December 22, 1983 made
by the Company with Citibank, N.A., as agent and
entered into pursuant to the Company's Revolving
Credit Agreement incorporated herein by
reference to Exhibit 4.3 to the Company's 1983
Annual Report on Form 10-K.
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Item 14. EXHIBITS, FINANCIAL STATEMENT SCHEDULES AND REPORTS ON FORM 8~-K

(continued)

l‘.l.

4.5

4.6

4.7

10.1

10.2

10.3

10.4

10.5

10.6

Letter agreements, amendments, waivers or
consents to the Company's Revolving Credit
Agreement dated January 10, 1984, February 3,
1984, February 15, 1984, March 15, 1984, April
16, 1984, May 21, 1984, June 19, 1984, July 24,
1984, August 1, 1984, August 23, 1984, and
September 24, 1984, incorporated herein by
reference to the Company's 1983 Annual Report
on Form 10-K and the Company's Quarterly
Reports on Form 10-Q for the Quarters ended
March 31, 1984, June 30, 1984 and September 30,
1984,

Letter consent to the Company's Revolving Credit
Agreement dated December 3, 1984,

Letter Agreement and Consent to the Company's
Revolving Credit Agreement dated January 28,
1985.

Restated Letter Consent, Amendment and Agreement
to the Company's Revolving Credit Agreement
dated January 15, 1985.

The Company will furnish to the Commission upon
request certain other instruments related to its
long-term debt.

Consulting agreement between Hal N. Carr and
Republic Airlines, Inc. dated March 23, 1984.

Option agreement between Daniel F. May and
Republic Airlines, Inc. dated September 1, 1983
incorporated herein by reference to Exhibit 10.2
to the Company's 1983 Annual Report on Form
10-K.

Employment Agreement between Daniel F. May and
Republic Airlines, Inc. dated March 23, 1984,

Employment Agreement and attached Option
Agreement between Stephen M. Wolf and
Republic Airlines, Inc. dated March 23, 1984.

Employment Agreement between A.B. Magary and
Republic Airlines, Inc. dated November 9, 1984.

Amendments to option agreement attached to
Employment Agreement filed as Exhibit 10.4
above between Stephen M. Wolf and Republic
Airlines, Inc.

15



Item 14. EXHIBITS, FINANCIAL STATEMENT SCHEDULES AND REPORTS ON FORM 8-K

(continued)
13 Annual Report to Stockholders.
22 Subsidiaries of the registrant.
24 Consent of experts.
25 Power of attorney.
28 Proxy Statement for the 1985 Annual Meeting of
Stockholders.
(b) Reports on Form 8-K

No report on Form 8~K was filed during the fourth quarter

1984.

16

of



SIGNATURES

Pursuant to the requirements of Section 13 or 15(d) of the Securities
Exchange Act of 1934, the Registrant has duly caused this report to be signed
on its behalf by the undersigned, thereunto duly authorized.

REPUBLIC AIRLINES, INC.

By /s/ Daniel F. May

Daniel F. May

Chairman of the Board and Chief

Executive Officer

(Principal Executive Officer and Director)
March 29, 1985

Pursuant to the requirements of the Securities Exchange Act of 1934,
this report has been signed below by the following persons on behalf of the
Registrant and in the capacities and on the dates indicated.

/s/ Stephen M. Wolf

Stephen M. Wolf

President, Chief Operating
Officer and Director
March 29, 1985

/s/ A. L. Maxson

A. L. Maxson

Senior Vice President-Finance
(Principal Financial Officer)
March 29, 1985

/s/ Michael D. Meyer

Michael D. Meyer

Controller

(Principal Accounting Officer)
March 29, 1985

CECIL A, BEASLEY, JR.*

Cecil A. Beasley, Jr.
Director
March 29, 1985

17

ERIC BRAMLEY*

Eric Bramley
Director
March 29, 1985

HAL N. CARR*

Hal N. Carr
Director
March 29, 1985

D. F. DeCOURSIN*

D. F. DeCoursin
Director
March 29, 1985

DAVID H. HUGHES*

David H. Hughes
Director
March 29, 1985



FRANK W. HULSE * HENRY M. ROSS*

Frank K. Hulse Henry M. Ross
Director Director

March 29, 1985 March 29, 1985

G. GUNBY JORDAN* BERNARD SWEET*

G. Gunby Jordan Bernard Sweet
Director Director

March 29, 1985 March 29, 1985

JOHN M. LAWRENCE, IIl® RICHARD A. TRIPPEER, JR.*
John M. Lawrence, III Richard A. Trippeer, Jr.
Director Director

March 29, 1985 March 29, 1985
WILLIAM R. LUMMIS* WM. BEW WHITE, JR.*
William R. Lummis Wm. Bew White, Jr.
Director Director

March 29, 1985 March 29, 1985
MORTON B. PHILLIPS* KENNETH B. WILLETT®
Morton B. Phillips Kenneth B, Willett
Director Director

March 29, 1985 March 29, 1985

G. FRANK PURVIS, JR.* FRANK M. YOUNG III*
G. Frank Purvis, Jr.* Frank M. Young III
Director Director

March 29, 1985 March 29, 1985

WILLIAM E. RANKIN®
William E. Rankin
Director

March 29, 1985

*BY_/s/ Stephen M. Wolf
Stephen M. Wolf,Attorney-In-Fact Date: March 29, 1985
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AUDITORS' REPORT

Stockholders and Board of Directors
Republic Airlines, Inc.

We have examined the comsolidated balance sheets of Republic Airlines, Inc. (a
Wisconsin corporation) and its subsidiary as of December 31, 1984 and 1983,
and the consolidated statements of operations, changes in stockholders' equity
(deficit) and changes in financial position for the years ended December 3],
1984, 1983 and 1982. Our examinstions were made in accordance with generally
accepted auditing standards and accordingly included such tests of the
accounting records and such other auditing procedures as we considered
necessary in the circumstances.

In our opinion, the consolidated financial statements referred to above
present fairly the financial position of Republic Airlines, Inc., and its
subsidiary at December 31, 1984 and 1983, and the results of their
operations and changes in their financial position for the years ended
December 31, 1984, 1983 and 1982 in conformity with generally accepted
accounting principles applied on & consistent basis.

We have also examined Schedules V, VI and X of Republic Airlines, Inc.,
and its subsidiary for the years ended December 31, 1984, 1983 and 1982,
In our opinion, these schedules present fairly the information required
to be set forth therein.

‘Alexander Grant & Company

Minneapolis, Minnesota
February 11, 1985



A TARET )

£6S°621
182791
cieett

126°8%0°1
SY1 LT
9.L°168 ¢

(V) 9st1°t

potTaad jo
pu?
I® IdueTeqg

4 uanioy

9qF1089p
(3onpep) ppe

seBuvyd 19y30

i u=mnto)

*83uUnodow 138pay TeiIdUa8 13y3jo Woaj sjunome jo 1ajsueil (V)

9z6°ST4

Y6ETEBT 18

Te301
720°C 616°9 oy6°Sel
- yve LE6°ST gsasea] Te3IFded 1apup
Te0‘s SL1‘9 €00°‘0TT 3800 Y
tjududynba pue £3jaadoad punoxy
0%6°L1 L0%°6 ySy°160°1
= = SHT LSt sIsea Telrdeo aspup
ov6‘Lls L0Y°6 $ 60£°006 $ 3809 3y
s3uamdynba Iydy1g
SIUWIITINY 3802 38 potaad 3o UOFIBITJFESSRID
SUOTITPPV Sutuur8aq
e Jouereqg
a uanyo) 9 umnyo) g uunyo) V uwnyo)

(spuesnoyy uy)
%861 ‘1€ 1aquadag papu’d eayx

INIWAIN0Z ANV INVId ‘Al¥2dO¥d - A F'INAIAHIS

*ONI ‘SANITVIV DJIT4nddy

F-2



'31988% payeTa1 Iyl jo uoriysynboe uodn uorjeofIysswy> jesse ajeradoadde ay3 103 umnyod 3802 3@ SUOTITPPY
Yl 03 paiaajsusil sesa Oy8‘91$ !{saysodap adueape jo UOFIBTTIOUBD 3Yy3 03 SIIBT31 FTy‘Ed *Tvl0l STYI 3J0 (H)

e r——————

Y6E €8T 18 (s18°zD)$ SSE LS
- (9) (892702) -
or6°szi 828°1 LEC‘E
LE6°ST - 0t6
€00‘011 (V) gz8‘r ¥4 A¥4
¥SY°L60°T §29°S z20‘y
SYTLST - -
60€°006 $ (V) s29°s ¢ zzo‘ys
porxad jo 9q11083p CETET EF S £ LT
pua (3onpap) ppe
I8 adueteq sa8ueyo z0y3Q
4 uunyo) 4 umnyo) d uwnyo)

*83unodd® 198paT [eadusd I9yjo woiy sjunowe jo Iaysuvil (V)

89€°€9
89¢€°€9$

380> 3j®
SUOTITPPV

J uunyo)

(spuesnoyy uy)

SSL9zT 1§

99761

1€9°9T11
S69°Ct
9€6°101

€8Y°266
SHI°LST
g8cceceg ¢

poriad jo
Sujyuuy8aq
I® Idueyeg

q umnio)

€861 ‘1€ 13quadag papus 1wag

(penutuod) ININAINOY ANV INVId ‘AI¥IdO¥d - A FINAAHOS

*ONI ‘SINITYIV 2174nddy

18301

jusudynba uo s3ysodap adusapy

sasewa] Teaydes aepup
1800 3y
t3uaudynbs puw £31adoad punoay

838waT Te3yded 1apu
3800 3IY
:jusmdinba Iy3y14

UOTIEOTJI8E8EBT)

V umnyo)




‘33888 pajeTex 3y3 jJo uoyITETnbow uodn uoyIeoFIrsseTd 988w e3wyadoidde Iy 303 UMNTOd 380D ¥ BUOTIFPPV
P43 03 pa113jsuviy svA G6C‘B¢ !8IFsodep IduvApE JO UOFIVTTIJUED IYI 03 BIVTAL YSHC6EE ‘TPIOI STYI JO V)

e ————————

nnnuo-u—m Aaqeunemm 991°02$

199°61 (v) (6%87LY) -

1€9°y11 - Y9e°T

$69°C1 - 92z

9€6° 101 - 6L0°C

£89°266 - 144 A

CHTLST - -

gee‘ses ¢ - $ 8Lt

pozzed jo ?qyI083p S3UIWIITINY
pus (3onpap) ppw

' Joueyreq sa8usyd a9yip

4 uanjo) 4 umnto) @ uunyo)

989°76$

vz ‘L

y0Z°L

l8yess
11
1Ly°s8$

3800 3@
SUOTITPPV

J umnyo)

(spuesnoyy ugy)

¥80°201°18$

06%°L9

1LL°601
09621

118°96
£28°926
YET LST
689°L9L ¢

poraad jo
8utuuy8aq
e Joueyeqg

g uanyop

2861 ‘1€ Iaqwadag papu? 1wad}

(Panup3auod) INIFWAINOA ANV INVId ‘XL¥3dOMd - A AINATHIS

*ONI ‘SANITMIV OI'T4nddy

18301

juemdynba uo sjyeodap adueapy

sasway Twifded 1apup
3802 3y
tuswdinba pue L319doad punoay

seswvay Twifded aapup
1800 ¥
s3uandynba 43114

UOTIVIFJF8SET)

V uunyo)

F-4



Y9S“ESES

858°%9

90.°88Z%

9€8°91y$

6 YL

v68°19¢$

poraad jo

pua

Je 3dueyeg

4 umnTo)

*83unodde 138pay [riauad 1ayjo woij sjunowe jJjo xajsuel] (V)

AT £86°Y$ SLE*OLS 61L°08Z$
(v) 8281 686°T Y0z 11 SIB‘€ES
(V) sz9°s$ %66°C$ TL1°65$ Y06°97Z$
(spuesnoyl uf)
€861 ‘1€ Iaquada( papu? Ied}
zs1°24 LL9‘zis L6L°ELS Y95 £GES
(V) €06°1 196°¢ 8Y1 ¢l 8S8°%9
(V) 6%z § 01L‘8 $ 679°19¢ 90L°887%$
2qTI089p 8UWIITIY saosuadxs pue poraad jo
(3onpap) ppe 83800 03 padaeyo> SJuyuujdaq
sadueyd 13y3lQ SUOTIFPPY 38 ajueyey
4 umnyo) d umnyo) 9 umnTo) g umnyo)

(spuesnoyjy uy)
9861 ‘1€ 19qWadag papu? awax

INIWINOA ANV INVId ‘AL¥3dd0¥d 10 NOILVZILIOWV
NV NOILATd3A@ °‘NOILVIOAYdAd AILVIAWNIOV - IA AINAAHOS

*ONI ‘SANITHIV JITdNdad

uoylezZy3liowe puwv
uojpjeyo21dap pajeynunddw [wiol

juamdynba pue £3iadoad punoin

juaudynba y3y14

uofjlBZyIIOWE puUE
uorleyoaidap pajernundde Tejol

juamdyinba pue £jiadoad punoipy
juamdynba y3y13
uoyadyadsaqg

V uwnjo)



61.°08Z¢$

SI8°€S

%06°922$
pofaad jo

pua
38 asueyeg

4 uunto)

£68°9$

8886174

- $ yTLS9$
- 99¢ 98011 S6Z EY
- $ LZeY$ 8€9°%6$ £65°9L1$
aqyaosap sjuawalyIay gsasuadxa pue poraad jo
(3onpap) ppe 83802 03 padaeyo>  Sujuuidaq
sa8ueyd 1ey3yQ SUOTITPPV Je aoumyeqg
4 umnyo) d uunyo) 0 uumnyo) g umnyo)

(spuesnoyl ufg)

7861 ‘1€ 19quadaQg papud aeag

UOF3IBZFIIOWE pue
uoyjeyd9adap pajernundde TeIO]

juaudynba pue £jaadoxd punoiy

juamndynba IY8¥14
uoridyaosaq

Vv uunto)

(pa2nujjuod) INIWAINOT ANV LNVId ‘AL¥Id0¥d A0 NOILVZILYOWV

ANV NOILATddd ‘NOILVIDIYAAA QILVINNNIOV - IA ATNAIHIS

‘SANITIIV D11dnd3y

F-6



‘uojirwIouUT 3yl Jo uOFSsFwWqNs 21Fnbai 03 JuITITIIns sjunome Uy Jussaid Jou 10 Iuou IIYIFD y PuR 7 SWIIT :HLON

mmm.cﬂ Q Oﬂ@-mm * .—Nm.NN “ ® & 6 o e + e e s e 6 ¢ + w e e 8 * &6 6 8 6 & e o & » *83802 w:.ﬂﬂ.ﬂUHU>v< om

mN.—uN~ W moNNohﬁ Q @ONQQN * ¢ & o e e s e & 2 e s+ e 8 e s 6 ® e e v e @ .ﬂﬂ—.—uo pue %UHO&OHQ -.—..U-.—r.m

{gaxe)l awoduy pue [roaked ueyl i1ayjo ‘saxel ‘¢

QMN-Nﬁ—“ nm.—QQQ.—“ omﬁ.mm.—* 3 .« e * o . . ® » 3 e 8 & o * s e L3 3 . . . -ﬂ.ﬂ.ﬂﬂﬂuh v:n ouzucuuzﬁmz n~
[4:1.14 €861 9861
(spuesnoyy uy)
sasuadxa pue 83802 03 padiey) L TEY
g uunto) V umunio)

C861 PU® £861 ‘%861 ‘1€ 19quadag papua siedx

NOILVWYOJNI INJAWALVIS FWOONI X¥VINAWAT1dANS - X IINAIHOS

*ONI ‘SANITMIV JIT4nday



(ANNUAL REPORT OMITTED)



REPUBLIC AIRLINES, INC.
7500 Airline Drive
Minneapolis, Minnesota 55450

NOTICE OF ANNUAL MEETING OF STOCKHOLDERS
April 24, 1985

To THE STOCKHOLDERS OF REPUBLIC AIRLINES, INC.:

Please take notice that the Annual Meeting of Stockholders of Republic Airlines,
Inc. (the ‘“Company’’) will be held pursuant to due call of the Board of Directors
of the Company, at the Wausau Club, 309 McClellan Street, Wausau, Wisconsin,
on Wednesday, April 24, 1985, at 10:30 a.m., or at any adjournment or adjournments
thereof, for the following purposes:

1. To elect directors.
2. To transact such other business as may properly come before the meeting.

Pursuant to due action of the Board of Directors, stockholders of record on March 7,
1985, will be entitled to vote at the meeting or any adjournment or adjournments thereof.

YOU ARE REQUESTED TO READ CAREFULLY THE ATTACHED PROXY
STATEMENT. YOU ARE URGED TO SIGN AND RETURN THE ENCLOSED
CARD AUTHORIZING REPRESENTATIVES OF THE PRESENT BOARD OF
DIRECTORS OF THE COMPANY TO VOTE FOR YOU AT THE MEETING.

By Order of the Board of Directors
REPUBLIC AIRLINES, INC.
Gary H. Lantner
Vice President and Secretary

March 19, 1985



PROXY STATEMENT
of
REPUBLIC AIRLINES, INC.
Annual Meeting of Stockholders to be Held
April 24, 1985

PROXIES AND VOTING

This Proxy Statement is furnished in connection with the solicitation of proxies by the Board of Directors
of Republic Airlines, Inc. (the *‘Company’’) to be used at the Annual Meeting of Stockholders of the Company
to be held April 24, 1985. Each stockholder who signs and returns a proxy in the form enclosed with this
Proxy Statement may revoke the same at any time prior to its use by giving notice of such revocation to
the Company in writing or in open meeting. Unless so revoked, the shares represented by each proxy will
be voted at the meeting and at any adjournment or adjournments thereof. Presence at the meeting of a
stockholder who has signed a proxy does not alone revoke that proxy.

The executive offices of the Company are located at 7500 Airline Drive, Minneapolis, Minnesota 55450.

This Proxy Statement and the accompanying proxy are to be first mailed to stockholders on or about March
19, 1985.

Only stockholders of record at the close of business on March 7, 1985, will be entitled to vote at the
meeting or any adjournment or adjournments thereof.

COMMON SHARES OUTSTANDING AND VOTING RIGHTS

The Company has a single class of common stock of which 30,856,456 shares were outstanding as
of the close of business on the record date, March 7, 1985. Each share of common stock is entitled to one vote.

SECURITY OWNERSHIP

The following table sets forth, as of the record date, all persons known by the Company to be the owner,
of record or beneficially, of more than five percent of the outstanding common stock of the Company, and
such ownership by all officers and directors as a group.

Amount Owned Beneficially Percent of

Name and Address or of Record Class
Republic Airlines, Inc. Restated

Employee Stock Ownership Plan (1)
7500 Airline Drive
Minneapolis, MN 55450 1,617,616 5.2
FMR Corp. (2)
82 Devonshire Street
Boston, MA 02109 2,837,800 8.6
All officers and directors as a group (3)(4) 1,214,820 39

(1) Under the Plan, the Company made contributions of cash or its common stock to a trust for the benefit of eligible employees
. under circumstances which entitled the Company to claim an additional investment tax credit for the amount of its contributions.
As a result of changes in the tax law, no contributions were made in 1984 and no further contributions are aaticipated. All cash
contributions to the Plan were invested in common stock of the Company. The trustees of the Plan are Daniel F. May, Chairman
of the Board and Chief Executive Officer of the Company, and Walter E. Nielsen, Assistant Treasurer of the Company. The
trustees vote common stock held under the Plan in accordance with the directions of the employees to whose accounts the shares

are allocated or, in certain other circumstances, at their discretion.



(2) Includes 2.527.800 shares with respect to which the holders have the right to acquire beneficial ownership. Such beneficial ownership
arises from the ownership of $25.278,000 of 10-1/8% Convertible Senior Subordinated Debentures Due 2007, which are convertible
into common stock of the Company at $10 per share.

(3) Includes 131,100 shares with respect to which such persons have the right to acquire beneficial ownership. Includes 2.315 shares
held by the Republic Airlines, Inc. Deferred Salary Investment Plan and 73,629 shares held by the Republic Airlines, Inc. Restated
Employee Stock Ownership Plan.

(4) Information contained in this Proxy Statement does not include the proportionate share for officer employees of the 5,529,17
shares of common stock, 2,170,000 callable warrants to purchase common stock at $10 per share and a profit-sharing arrangeme..
in the form of a new class of participating, non-cumulative, non-voting junior preferred stock which will be issued and contributed
to one or more trusts for the benefit of employees in exchange for wage concessions negotiated in 1983 and 1984. The issuance
of these securities is subject to compliance with legal and regulatory requirements.

ELECTION OF DIRECTORS

Sixteen (16) directors are to be elected at the meeting, each director to hold office until the next Annual
Meeting of Stockholders or until his successor is elected and qualified. All of the persons listed below are
now serving as directors of the Company. The Board of Directors proposes for election to the Board of
Directors the nominees listed below:

Shares
Beneficially
Director Owned as of
Name and Age of Nominee Principal Occupation and Directorships Since March 7, 1985 (1)
Cecil A. Beasley. Jr. (72) Partner—Ballard and Beasley (attorneys). 1979 102,762
Eric Bramleyt (68) Retired Editor, Aviation Daily (aviation industry news 1976 1,000
service).
Hal N. Carr* 1 (63) Chairman of the Executive Committee of the Board of the 1952 177.724 (2)

Company. Mr. Carr is a director of Dahlberg, Inc.; First
National Bank of Bryan, Texas; Ross Industries, Inc.;
OM]I, Inc.; and Cayman Water Company.

David H. Hughesi (41) President and director of Hughes Supply, Inc. (manu- 1983 11,200
facturer and distributor of electrical and plumbing
supplies). Mr. Hughes is a director of Sun Banks, Inc.
and SunTrust Bank, Inc.

Frank W. Hulse* (72) Retired Vice Chairman of the Board of the Company. 1979 329,060 (3)}6X7)
Mr. Hulse is a director of Fuqua Industries, Inc. and
American Fidelity Life Insurance Company.

John M. Lawrence III (63) Partner—Lawrence, Thornton, Payne, Watson, & Kling 1975 2,200
(attorneys). Mr. Lawrence is a director of First Bank &
Trust of Bryan, Texas and Brazos Broadcasting
Company.

William R. Lummis (56) Chairman of the Board, President and Chief Executive 1980 — 4)
Officer, Summa Corporation (real estate investments,
aviation, hotels and recreation). Mr. Lummis is a director
of Texas American Bancshares, Inc.

Daniel F. May* (55) Chairman of the Board and Chief Executive Officer of the 1980 104,048 (2)(5)
Company. Mr. May is a director of Metropolitan Bank,
Bloomington, Minnesota; Rexnord, Inc.; and Cherne
Industries, Inc.

Morton B. Phillips (66) Chairman of the Board and President, OMI, Inc. (busi- 1966 4,345 (3)
ness investments).
G. Frank Purvis, Jr.T (70) Chairman of the Board, Pan American Life Insurance 1979 18,480 (3)

Company (mutual life insurance company). Mr. Purvis
is a director of Bell South Corporation and First
Commerce Corporation.



Shares

Beneficially
_ Director Owned as of
Name and Age of Nominee Principal Occupation and Directorships Since March 7, 1985 (1)
Henry M. Rosst (57) President, Ross Industries, Inc. (machinery manu- 1975 1.000
facturer). Mr. Ross is a director of The Fauquier National
- Bank of Warrenton, Virginia and Greater Washington
. Investors, Inc.
Bernard Sweet (61) Retired Vice Chairman of the Board of the Company. 1969 38.283 (5)
Mr. Sweet is a director of G & K Services, Inc. and S.
E. Rykoff & Co.
Richard A. Trippeer, Jr.3 (45) Chairman of the Board, Union Planters Corporation and 1979 45,665
Union Planters National Bank.
Wm. Bew White, Jr.* (65) Of Counsel—Bradley, Arant, Rose & White (attorneys). 1979 39,500
Mr. White is a director of Avondale Miils.
Stephen M. Wolf* (43) President and Chief Operating Officer of the Company. 1984 75,000 (2)
Mr. Wolf is a director of Shanley Oil Company.
Frank M. Young, III (43) Partner—North Haskell Slaughter Young & Lewis 1979 83,507 (3)(6)

(attorneys).

*Member of the Executive Committee
+Member of the Audit Committee
iMember of the Stock Option Committee

hH

(2)

(3)

@)

(5)

(6)
@)

Each nominee has sole voting and investment power with respect to the shares beneficially owned. except for Mr. Young, who
has sole power with respect to 30,785 shares and shared power with respect to 52,722 shares.

Includes the shares with respect to which the following individuals have the right to acquire beneficial ownership: Mr. Carr,
5.000 shares; Mr. May, 51,100 shares; Mr. Wolf, 75,000 shares.

Does not include the following shares owned by spouses: 21,193 by Mrs. Hulse, 2,000 by Mrs. Phillips, 1,260 by Mrs. Purvis
and 30,785 by Mrs. Young.

Howard Hughes Realty, Inc., of which Mr. Lummis is Chairman of the Board, is an affiliate of Summa Corporation, of which
Mr. Lummis is a director and officer. Howard Hughes Realty, Inc. owns the Company’s 13% Convertible Subordinated Deben-
tures (the ‘‘Debentures’’) and warrants to purchase 5,500 shares of the Company’s common stock at $8 per share. The warrants
expire August 26, 1990. Mr. Lummis disclaims beneficial ownership of 1,124,155 shares into which the Debentures are convert-
ible and 5,500 shares obtainable upon exercise of the warrants.

Includes for Messrs. May and Sweet, 15,521 and 19,851 shares, respectively, held by the Company's Restated Employee Stock
Ownership Plan for the benefit of such persons; includes for Mr. May 2,315 shares held by the Company’s Deferred Salary
Investment Plan.

Mr. Young is the son-in-law of Mr. Hulse.
Mr. Hulse owns 1.07 percent of the outstanding common stock of the Company. No other director owns more than one percent
of the outstanding common stock of the Company.

Each of such nominees has been engaged in the principal occupation set forth above for more than

the last five years except for Mr. Sweet, who, prior to May 1984, was Vice Chairman of the Board of
the Company and prior to October 1980, was President and Chief Executive Officer of the Company; Mr.
May, who was elected Chairman of the Board of the Company in April 1984, Chief Executive Officer of
the Company in February 1982, President of the Company in October 1980, and prior thereto was an executive
ALfficer of the Company; Mr. Wolf, who was elected President and Chief Operating Officer of the Company

April 1984, Executive Vice President of the Company in February 1984, was from December 1982 to

September 1983, President, Chief Operating Officer and a director of Continental Airlines Corporation,
(which filed for Chapter 11 reorganization under the Federal bankruptcy laws in September 1983 after Mr.
Wolf resigned as an officer and director), was from December 1981 to November 1982, Senior Vice President-



Marketing of Pan American World Airways, Inc., and prior thereto was Vice President-Western Division
of American Airlines, Inc.; and Mr. Hulse, who, prior to May 1984, was Vice Chairman of the Board
of the Company.

Mr. Lummis was elected to the Board of Directors in 1980 pursuant to an agreement with the Company
in connection with the acquisition of Hughes Airwest. Mr. Lummis is an administrator and potential
beneficiary of the estate of Howard R. Hughes, Jr., which indirectly owns all of the stock of Summa Cor
ration. Mr. Lummis disclaims any beneficial ownership of the Company’s 13% Convertible Subordinated
Debentures and warrants owned by Howard Hughes Realty, Inc., an affiliate of Summa Corporation.

In exchange for wage concessions negotiated in 1983 and 1984, the Company has agreed to fill one
position on the Board of Directors with an individual of national prominence to be selected by agreement
of all the Company’s union groups and reasonably acceptable to the Company’s Board of Directors. As
of the date of this Proxy Statement, no such person has been selected by the union groups.

All shares represented by proxies will be voted for the election of the foregoing nominees who have
indicated a willingness to serve, if elected; provided, however, that if any such nominee should withdraw
or otherwise become unavailable for reasons not presently known, such shares may be voted for another
person in place of such nominee, in accordance with the best judgment of the persons named as proxies
in the proxy.

COMMITTEES OF THE BOARD OF DIRECTORS

The Company’s Audit Committee, consisting of Messrs. Bramley, Purvis and Ross, held three meet-
ings during 1984. The Audit Committee recommends to the full Board the engagement of the independent
accountants, reviews the audit plan and results of the audit engagement, reviews the independence of the
auditors and reviews the adequacy of the Company’s system of internal accounting controls. The Executive
Committee held seven meetings during 1984. The Executive Committee consisted of Messrs. Carr, Hulse,
May, White and Wolf, who are proposed for election to the Board of Directors in 1985, and Messrs. G.
F. DeCoursin and Kenneth B. Willett, who were directors in 1984. The Executive Committee is empowered
to perform any function of the Board of Directors when the full Board is not in session, except the declara-
tion of dividends, filling of vacancies on the Board of Directors or the Executive Committee, and election
or removal of officers. The Stock Option Committee, consisting of Messrs. Carr, Hughes, and Trippeer,
held two meetings during 1984. The Stock Option Committee has authority to grant options and stock ap-
preciation rights under the Company’s Stock Option and Stock Appreciation Right Plan (the ‘‘Plan’’) to
officers and selected key management employees, to determine the time or times at which such options
and stock appreciation rights may be exercised, to establish terms and conditions to be contained in the
agreements, and to adopt rules and regulations for the administration of the Plan. The Company does not
have Nominating or Compensation Committees as these functions are the responsibility of the Executive
Committee. The Board of Directors held four meetings during 1984. All directors currently being nomi-
nated attended at least 75 percent of the meetings of the Board of Directors and the committees of the Board
on which they serve.

COMPENSATION OF DIRECTORS AND EXECUTIVE OFFICERS o

The following table sets forth information with respect to compensation for services provided to the
Company and its subsidiaries in 1984, as to each of the five most highly compensated, key policy-making
executive officers of the Company and as to all executive officers as a group.



Cash Compensation Table

Name of Individual or Identity of Group and Cash

Capacity in which Compensation Received Compensation (a)

Daniel F. May, Chairman of the Board and Chief Executive Officer ......... $ 202.618
Stephen M. Wolf, President and Chief Operating Officer ................ .. 150,904 (b)

‘Gramer D. Foster, Senior Vice President-Operations. . ..................... 103,341

- A. L. Maxson, Senior Vice President-Finance .......................... .. 95.728
A. B. Magary, Senior Vice President-Marketing ................... ... .. 77.592 (c)

All executive officers as a group (included 26 persons during 1984 of
which 14 persons were executive officers at December 31, 1984) ........ .. 2,553,000

{a) Includes (i) amounts received under the officers’ medical reimbursement plan pursuant to which the Company reimburses officers
for medical expenses not covered by the Company's medical insurance plan for salaried management employees, (ii) compensa-
tion for individuals only for the period of time when they were executive officers, (iii) payments for vacation and other benefits
totaling approximately $980.000 for executive officers who retired during 1984, and (iv) directors’ fees. The amounts do not
include the value, if any, of travel privileges granted to officers and directors in accordance with general practices in the airline industry.

{b) Became an executive officer of the Company in February 1984. Does not include $49,194 for certain reimbursed expenses incurred
by Mr. Wolf associated with the disposition of a former residence.

(c) Became an executive officer of the Company in June 1984.

Directors’ Fees. Directors’ fees were paid at a rate of $637.50 for each Board and committee meeting
of Republic or a subsidiary. Directors who are officers of the Company also receive such fees.

Death Benefits Plan and Other Benefits Agreements. The Company has agreements with certain execu-
tive officers to provide benefits in the event of death, retirement, or severance. Certain death benefits are
funded by insurance. Severance benefits may become payable when termination is involuntary or when
employment is continued as a non-officer. The benefits, ranging from $100,000 to $300,000, are in addi-
tion to those payable under the group term life insurance plan and pension plans maintained for all em-
ployees. The agreements provide that the Company will not merge, consolidate or combine with another
business entity unless the successor company expressly assumes the obligations of the Company under these
agreements. The executive officers named in the Cash Compensation Table who are entitled to the benefits
are Messrs. May and Wolf, $300,000 each, and Messrs. Foster and Maxson, $200,000 each.

Employment and Consulting Agreements. Mr. Carr has a consulting agreement with the Company until
April 1989 at an annual fee of $135,000. Payments continue in the event of his death or permanent dis-
ability for the period of two years or until the expiration of the term of the agreement, whichever comes
first. The Company entered into an agreement dated March 23, 1984 with Daniel F. May providing for
his continued employment in a full-time capacity as a senior executive of the Company until 1989, at an
annual salary of not less than $225,000. The agreement also provides for certain salary continuation payments
in the event of the termination, death or disability of Mr. May. He is also entitled to participate in other
employee benefits provided by the Company generally for its employees. The Company entered into an
agreement dated March 23, 1984 with Stephen M. Wolf, providing for his continued employment in a full-
time capacity as a senior executive of the Company until 1989, at an annual salary of not less than $177,000.
The agreement also provides for certain salary continuation payments in the event of the termination, death
or disability of Mr. Wolf. Life insurance on Mr. Wolf secures the obligations of the Company under his

_agreement. He is also entitled to participate in other employee benefits provided by the Company generally
- its employees. The Company entered into an agreement dated November 9, 1984 with A. B. Magary,
providing for his continued employment in a full-time capacity as a senior executive of the Company until
1987, at an annual salary of not less than $135,000. The agreement also provides for certain severance
payments in the event of the termination of Mr. Magary by the Company. Life insurance on Mr. Magary



secures the obligations of the Company under his agreement. He is also entitled to participate in other employee
benefits provided by the Company generally for its employees.

Stock Options and Stock Appreciation Rights. Stockholders approved a Stock Option and Stock Apprecia-
tion Right Plan (the *‘Plan’’) at the Annual Meeting in April 1984. The Plan provides that options and/or
stock appreciation rights may be granted to officers and key employees of the Company. A maximum of
750,000 options and 750,000 stock appreciation rights may be granted and an aggregate of 750,000 sha

of common stock are reserved for issuance upon exercise of options and stock appreciation rights under
the Plan. Amounts payable upon the exercise of stock appreciation rights are payable in cash or shares
of common stock, as the Company may determine. All stock options and stock appreciation rights were
granted at fair market value on the date of grant.

During 1984, the following grants were made under the Plan to the five most highly compensated,
key policy-making executive officers and to all executive officers as a group:

Stock Options Stock Appreciation Rights
Number Average Option Number of Average
Name of Individual of Shares Price Shares* Base Price
Daniel F. May 25,000 $3.75 5,000* $3.75
Stephen M. Wolf 25,000 3.75 30,000* 3.75
Gramer D. Foster 7,500 3.50 7,500 3.50
A. L. Maxson 7,500 3.50 7,500 3.50
A. B. Magary 28,500 3.50 21,500 3.50
All executive officers
as a group 151,250 3.77 108,250 3.84

* Exercisable for cash, except for stock appreciation rights granted to Messrs. May and Wolf which are exercisable for cash or
common stock.

Except for the grants to Messrs. May and Wolf whose stock options and stock appreciation rights are
immediately exercisable, the stock options and stock appreciation rights granted in 1984 become exercisa-
ble in three equal annual instaliments beginning in June 1985.

As of December 31, 1984, an additional 386,450 stock appreciation rights were grantable and there
were 302,450 shares of common stock available for option grants under the Plan assuming any future stock
appreciation rights are exercisable for cash only.

In 1984, the Company granted Mr. Wolf a non-qualified stock option to purchase 95,000 shares of
common stock at $4.125 per share, the fair market value at the date of the grant. Mr. Wolf’s option is
exercisable as follows: 50,000 shares on February 20, 1985 and 45,000 shares on February 20, 1986. The
option expires February 24, 1992,

Retirement Plan. Retirement benefits for executive officers of Republic are provided under a Salaried
Employees Retirement Benefit Plan (‘‘Retirement Plan’"), which is available to all salaried employees not
covered under any of the Company’s other pension plans (principally plans collectively bargained). Except
for two officers, who are entitled to retirement benefits under a retirement plan for pilots, all executive
officers are eligible under the Retirement Plan. Benefits under the Retirement Plan are based on a be. i
formula providing 60 percent of a participant’s final average earnings (as defined) less 50 percent of primary
Social Security benefits, and are proportionately reduced for years of service less than 25 years. The Com-
pany’s annual contribution to the Retirement Plan with respect to an individual person cannot readily be



separately calculated by the Retirement Plan’s actuaries. Therefore, 1984 amounts accrued, paid or dis-
tributed pursuant to the Retirement Plan for the accounts of executive officers, cannot be determined.

The table below sets forth the estimated annual benefits payable upon retirement at age 65 under the
Retirement Plan for specified compensation and years of service classifications.

!
Annual Estimated Annual
Compensation Retirement Benefits (a)
15 Years 25 Years
$ 50,000 $15,360 $25,595
80,000 26,160 43,595
110,000 36,957 61,595
180,000 62,157 90,000
225,000 77,400 90,000

(a) Benefits are limited by Section 415 of the Internal Revenue Code to the greater of $90,000 or the benefit accrued to December
31, 1982. However, the Company has adopted an Excess Benefit Pension Plan providing that if any participant’s pension is reduced
pursuant to the limitations imposed by Section 415, the Company will make a direct payment to that individual in a monthly amount
equal to the amount of the reduction.

The years of credited service under the Retirement Plan for Messrs. May and Maxson, officers named
in the Cash Compensation Table, are 28 and 18, respectively. Messrs. Wolf and Magary have no years
of credited service. Mr. Foster is covered under a retirement plan for pilots and has 28 years of credited
service under that plan.

CERTAIN TRANSACTIONS

The Company purchased aviation fuel and fueling services during 1984, totaling approximately
$2,634,000 from The Hughes Corporation, a subsidiary of Summa Corporation, of which Mr. Lummis
is an officer and director. Mr. Lummis is also an administrator and potential beneficiary of the estate of
Howard R. Hughes, Jr., which indirectly owns all of the stock of Summa Corporation.

DATE FOR RECEIPT OF STOCKHOLDER PROPOSALS—1986 MEETING

All proposals of stockholders intended to be presented at the 1986 Annual Meeting of Stockholders
of the Company pursuant to the Securities Exchange Act of 1934 must be received by the Company at its
executive office on or before November 19, 1985.

OTHER MATTERS

Independent Accountants
A~

'« The Board of Directors has selected Alexander Grant & Company as the independent certified public
accountants for 1985. This firm has acted in such capacity since 1947. Representatives of Alexander Grant
& Company will attend the Annual Meeting of Stockholders with the opportunity to make a statement if
they desire to do so and will be available to respond to questions.



Solicitation

The cost of preparing, assembling and mailing this Proxy Statement, the notice, form of proxy and
other material which may be sent to the stockholders will be borne by the Company. In addition to solicita-
tion by mail, a number of regular employees of Republic Airlines, Inc. may solicit proxies in person or
by telephone. The Company will, upon request, reimburse brokers and other persons holding shares for
the benefit of others in accordance with the rates approved by the New York Stock Exchange for their expenses
in forwarding proxies and accompanying material and in obtaining authorization from beneficial owners
of the Company’s stock to give proxies.

The Board of Directors does not intend to present to the meeting any other matters not referred to above
and does not presently know of any matters that may be presented to the meeting by others. However,
if other matters come before the meeting, it is the intention of the persons named in the enclosed form
of Proxy to vote the Proxy in accordance with their best judgment.

By Order of the Board of Directors
REPUBLIC AIRLINES,INC.
Gary H. Lantner
Vice President and Secretary

March 19, 1985

-
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Item 1.

PART I

BUSINESS

GENERAL

Republic Airlines, Inc. (the "Company" or "Republic'), was
organized in 1944 under the laws of the State of Wisconsin. Republic
is a major air carrier providing scheduled air transport of personms,
property and mail over a 104,000 mile route system. The Company
operates approximately 1,300 daily departures to 140 cities in thirty
states, as well as destinations in Mexico, Canada and the Cayman
Islands in the Caribbean. Republic was formed in 1979 by the merger
of North Central Airlines and Southern Airways, each of which had
operated regional networks since 1948 and 1949, respectively, and
acted as feeders for the long haul trunk carriers servicing major
national and internmational routes. In 1980, the Company acquired the
stock of Hughes Airwest, a regional airline which served the western
United States, Canada and Mexico.

AIRLINE INDUSTRY

Since the passage of the Airline Deregulation Act of 1978 (the
"Deregulation Act"), the airline industry has been characterized by
intense competition. Major routes with high density traffic are
accessible to almost any carrier, and airlines have been offering
a wide range of schedules, in-flight services and discount fares to
attract passengers in these popular markets. Routes with low or
moderate density traffic have attracted less competition because of
the limited passenger potential, but remain vulnerable to competition
by airlines attempting to enter new markets or to increase their
market shares. Airlines have used discount fares and promotions as
the principal competitive tools to increase market shares. Price
competition has accelerated the efforts of airline management to
reduce operating costs and improve productivity in order to be able
to withstand greater levels of discounting. Efforts to reduce labor
costs and to improve productivity have become particularly important
to established air carriers, which now must compete with new airlines
formed to capitalize on lower labor and equipment costs in serving
limited market segments, as well as with the more efficient,
established airlines. The Company has proposed and is currently
negotiating with union representatives for wage concessions and
productivity improvements which management believes are necessary
for the successful operation of the Company. See "Employees and
Labor Relations" and Item 7 below.

ROUTE SYSTEM

Republic's route system is based upon a "hub and spoke"
configuration that utilizes the regional route systems historically
developed by North Central Airlines, Southern Airways and Hughes
Airwest in the north central, southeastern and western areas of the
United States, respectively. The regional systems serve small and



ITEM 1.

BUSINESS (continued)

medium-sized cities within the regions through short and intermediate
length hauls (generally less than 300 miles), and feed this traffic
to eight regional centers which are the hubs of the systems. Republic
provides longer haul service (generally 300 to 2,000 miles) between
the regional systems over "bridge" routes between the hub cities and

~ to ather major destinations. -

The Company's four primary hub cities are Detroit, Memphis,
Minneapolis-St. Paul and Phoenix, and the four secondary hubs are
Atlanta, Chicago, Las Vegas and Milwaukee. These eight regional
centers together accounted for approximately 48Z of passengers
boarded during the year ended December 31, 1983. Based upon total
passengers boarded by Republic and other airlines during the year
ended December 31, 1983, the Company was the leading air carrier at
Detroit, Milwaukee, Phoenix and Memphis; second at Minneapolis-

St. Paul; third at Atlanta and Las Vegas; and fourth at Chicago. A
significant portion of Republic's passengers departing from its hub
cities are connecting passengers from Republic flights within its
regional feeder systems.

Management currently expects that expansion of the Company's
route system will be through further development at the primary hubs,
and the addition of intermediate and longer haul routes utilizing
traffic developed by Republic's regional feeder systems. As a result
of the implementation of new longer haul routes, Republic's average
length of flight segment has increased from 201 miles in 1979 to 370
miles in 1983, and the average length of passenger haul has risen
from 317 miles in 1979 to 544 miles in 1983. During 1983, the
Company added 27 new routes having an average length of flight
segment of 483 miles.

Along with expanding longer haul service, the Company has
terminated shorter haul service to certain cities with low density
traffic. Republic is permitted to discontinue service at a city on
ninety days' notice to the Civil Aeronautics Board ("CAB"), provided
the city is not thereby deprived of "essential” air transportation.
The CAB may require that service be continued until a suitable
replacement carrier is found for such "essential" air transportation,
but the CAB is required to pay Section 419 subsidy to compensate for
operating losses for the continued service. From January 1980
through December 1983, Republic discontinued service to 54 domestic
airports, including 37 for which Republic had received public service
revenues. As of December 31, 1983, Republic was providing service
to 34 airports requiring "essential" air transportation, but had
given notice to the CAB of its intent to discontinue service to one
of these airports serving a market with low density traffic.

The Company has developed a support program for replacement
carriers and for other commuter airlines to facilitate the Company's
ability to discontinue service to cities with low density traffic.
This program, which includes ground support and computerized
reservations services, may continue to provide feeder traffic to
Republic.
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BUSINESS (continued)

On its passenger flights, the Company also provides small
package and cargo transportation services. Ir addition, the Company
transports mail for the U.S. Postal Service. Republic engages in
limited charter operations which accounted for less than .3% of
total revenues for the years ended December 31, 1983 and 1982.

RATES, FARES AND COMPETITION

As of January 1, 1983 all regulation of fares in domestic
markets terminated. Because of the decline in air travel from 1979
through 1982 and the resulting over-capacity, fare competition has
been intense, particularly during the first six months of 1983.
Price competition is greatest on routes with high density traffic,
which are served by several established airlines and by new airlines
offering discounted fares. A contributing factor to the fare
competition has been the growth of low-cost carriers that are able to
offer lower fares. In addition, promotional discounts have increased
as airlines have attempted to gain or retain market shares. Republic
has offered discount and promotional fares to meet competition, to
develop traffic on new routes or to stimulate traffic during
seasonally low traffic periods.

During 1983, Republic instituted a number of special promotions
designed to attract traffic and to increase public awareness of
Republic's service, including the "ABC" fare, "Suntrips with
Rainchecks", and various joint promotions with retailers. To attract
more business passengers, the Company also promoted its Business
Coach, Frequent Flyer and Executive Suite programs. Most of the
Company's aircraft offer the Business Coach class which includes
wider and more luxurious seats and other amenities at 515 over the
full coach fares.

The Company pays travel agents who 1issue tickets on Republic
flights a commission based on a percentage of the ticket. price and
additional commissions for special promotions. Because travel agents
are able to exercise discretion over the selection of airlines and
the booking of their customers' flight schedules, Republic considers
the payment of commission rates comparable to its competitors as
necessary to its business. During 1983, approximately 69.3% of the
Company's passenger revenues were derived from tickets issued by
travel agents. This percentage may increase as Republic expands into
longer haul markets to supplement its regional systems.

PUBLIC SERVICE REVENUES

Through September 30, 1983, the Company received Federal
funding, classified as "public service revenues," for providing air
service to airports serving certain small cities on its route system.
In 1983, the Company received $9 million in public service revenues
compared with $18.7 million in 1982, These public service revenues
are no longer available, but the Company may still receive Section
419 subsidy for providing "essential” air transportation if the
Company is required by the CAB, after giving ninety days' notice of
its intent to discontinue service, to continue service to such an
airport.



ITEM 1.

BUSINESS (continued)

FUEL

During 1983, the Company purchased approximately 71% of its
aviation fuel under contracts with 16 fuel suppliers. The balance
was purchased at retail as needed or in the "spot" market where
prices may vary above or.below contract levels. The Company's fuel
supply contracts generally have one-year terms and permit the
supplier to increase or decrease the price depending on market
conditions. Such contracts also typically permit the Company to
terminate upon notice if it finds a price increase to be unaccept-
able. The principal purpose of entering into such contracts is to
assure sources of supply. Supplies of petroleum products are
currently adequate and, absent a disruption in the flow of petroleum
supplies, including foreign imports of crude oil, management expects
there to be an adequate supply of aviation fuel in the immediate
future.

The cost of fuel has become a substantial portion of the
Company's operating costs. Fuel expense was, as a percentage of
total operating expenses, 22.3% in 1979, 28.9% in 1980, 28.4% in

1981, 27.5Z in 1982, and 25.3% in 1983. The average price per gallon

paid by Republic for aviation fuel increased from 58.1¢ in 1979 to
89.6¢ in 1980, and to $1.036 in 1981, but decreased to 97.5¢ in 1982
and to 88.3¢ in 1983. Changes in demand for other petroleum products,
including gasoline, petrochemicals and home heating oil, as well as
the adequacy of refining capacity and other supply constraints,

affect the price and availability of aviation fuel generally.

A wholly-owned, unconsolidated subsidiary of the Company,
Republic Energy, Inc., is engaged in limited oil and gas exploration
and development in the continental United States. Republic Energy,
Inc. also acts as a fuel supplier and provided 4% of the Company's
fuel requirements in 1983. Its operations are not significant to the
business of the Company. '

REGULATION

CAB Regulation. The extent of regulation of airlines by the
Civil Aeronautics Board has continued to diminish substantially since
adoption of the Airline Deregulation Act of 1978, and will terminate
January 1, 1985. The status of such regulation with respect to
domestic services is generally as follows: Entry: The Company may
begin service in any city pair without prior CAB approval. Exit: 1In
general the Company may suspend service at any point without approval.
However, it may be required to give notice and suspension may be
delayed for successive 30 day periods by the CAB where the effect of
suspension could be to deny such point "essential" air service.

After January 1, 1985, provisions of the Federal Aviation Act with
respect to essential air service will be administered by the
Department of Transportation. Rates: Except for mail service, the
Company's rates are unregulated. Beginning January 1, 1985, the
jurisdiction over mail rates will be transferred to the U. S. Postal
Service and such rates will be determined through negotiation or
competitive bidding.
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Agreements/Mergers/Antitrust: Agreements among airlines pertaining
to travel agents, interline passengers, settlement of accounts and
similar matters, have traditionally been maintained under grant of
antitrust immunity by the CAB. The CAB has recently voted to reduce
such immunity in certain respects. The CAB's decision is now under
review in court and by Congress. Mergers, acquisitions and
interlocking relationships among air carriers are also subject to CAB
approval. Such approval authority is scheduled to be transferred to
the Department of Justice on January 1, 1985. Consumer Protection
and Unfair Competition: The CAB continues to regulate such matters
as smoking rules, denied boarding compensation and baggage liability,
and retains supervision over unfair and deceptive practices. The
Company 1s actively supporting the adoption of rules by the CAB
relating to airline computer reservation systems. The CAB has issued
proposed rules. International Services: The Company serves Canada,
Mexico and the Cayman Islands. The amount of competition on such
routes and the rates to be charged are limited by the terms of
international air transport agreements and certain statutory
requirements and regulations not applicable to domestic
transportation. .

FAA Regulation. The Federal Aviation Administration ("FAA") has
jurisdiction under the Aviation Act to regulate flight operations
generally, including the licensing of pilots and maintenance
personnel, the establishment of minimum standards for training and
maintenance and the establishment of minimum technical standards for
flight, communications and ground equipment. The FAA's jurisdictionm
and functions were largely unaffected by the Deregulation Act.

The FAA employs the air traffic controllers who direct landings
and takeoffs from airports as well as monitor air routes travelled by
commercial aircraft. Following the 1981 strike by the Professional
Air Traffic Controllers Organization, the FAA put into operation an
air traffic control system which reduced and limited flights by a
system of slot allocations to certain high density airports served by
the Company. The slot allocation system was gradually phased out as
the air traffic control system returned to pre-strike levels.

Environmental Regulations. The FAA is empowered to promulgate
regulations covering aircraft noise. Current noise abatement
regulations require that most aircraft currently operating (including
all of Republic's aircraft except the Convair 580s) comply with
certain standards as most recently amended by the Aviation Safety and
Noise Abatement Act of 1980. To comply with these standards,
Republic will be required to modify all of its DC-9-10s and DC-9-30s
by January 1, 1988, at a cost of approximately $240,000 per aircraft
and spare engines at a cost of approximately $120,000 per engine.

The Company began its retrofit program in 1979 and has completed a
portion of the necessary modifications. The Company estimates it
will have to spend approximately $5 million to complete the retrofit
program. The DC-9-50, DC-9-~80 and Boeing 727-200 aircraft operated
by the Company comply with the noise standards. A commercial
operator purchasing any such aircraft cannot operate the aircraft in
the United States unless the required modifications have been made
which may affect the Company's ability to sell aircraft that do not
comply with the noise standards.

S
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State legislatures and other governmental bodies, as well as
some airport authorities, have from time to time considered or
adopted noise reduction measures, including limitations on hours of
operation and restrictions on types of aircraft. The Orange
County/Santa Ana/Anaheim, California, airport restricts the type of
aircraft and number of departures serving the airport.. Orange County
has also adopted noise abatement restrictions which would tend to
limit aircraft serving the airport to newer and quieter types, such
as DC-9-80s. The U.S. Department of Transportation has encouraged
airport authorities to develop noise abatement plans and to submit
them to the FAA for review and adoption of uniform regulations.
Regulations restricting the use of airports or requiring
modifications of equipment or substitution of aircraft, particularly
state or local regulations which may vary in uniformity, could
increase the Company's operating costs.

Other Regulations. The Company is subject to the jurisdiction
of various other regulatory agencies, including the Federal Commu-
nications Commission, which governs the operating of Republic's radio
and communications facilities and the U.S. Postal Service, which

. regulates transportation o6f mail through Republic's system and

related services. Republic's routes and fares between the United
States and Mexico, Canada and the Cayman Islands in the Caribbean are
subject to foreign regulations.

EMPLOYEES AND LABOR RELATIONS

As of December 31, 1983, the Company employed 14,246 persons,
substantially all of whom are represented by unions. Management
believes that the Company's employee relations have been good.

Collective bargaining agreements provide standards for wages,
hours of work, working conditions, settlement of disputes and other
matters with various unions representing the following employees. The
amendable dates for the various agreements are as follows:

Amendable Date of
Collective Bargaining
Employee Unit Agreement

Flight Attendants . . . . . . ¢« « + « o« « & 1/1/84
PilOotS. ¢« + &+ 4 ¢ ¢ « o o o « o o o« « « « « 1/1/85
Mechanics and Related Personnel . . . . . . 7/1/85
Supervisors of Mechanical Personnel . . . . 9/1/85
Flight Superintendents . . . . . . . . . . 9/1/85
Clerical, Office, Fleet and Passenger

Service Employees . . . . . . ¢« + « « . . 9/1/85

The Company is currently negotiating with the flight attendants
union, whose contract became amendable January 1, 1984. Republic
cannot predict when agreement will be reached on terms of the
contract or what the cost of the contract will be. Any work stoppage
would materially affect Republic,



BUSINESS (continued)

Due to the Company's recent losses and the intense competition
in the airline industry, including new carriers with substantially
lower wage rates and more flexible work rules, the Company has
proposed a three-year Partnership Plan and is currently negotiating
with representatives of its six employee groups to obtain wage
concessions and productivity improvements. Provisions of the Plan
would include employee stock ownership and profit-sharing. The
satisfactory resolution of these negotiations 1s necessary for the
Company to achieve successful operations. Republic's salaries and
benefits represented 37.7% of its operating expenses in 1983 and
36.2% in 1982.

For information relating to Republic's employee pension plans,
see Note G to the Financial Statements of Republic, incorporated
herein by reference, found on page 20 of the accompanying Annual
Report to Stockholders.

The Company carries insurance of types customary to the airline
"industry and in amounts management deems adequate to protect the
Company and its property. The principal coverages include public
liability, passenger liability, baggage and cargo liability, property
damage, workers' compensation, loss or damage to flight equipment,
and fire insurance on contents of hangars and buildings used by the

ITEM 1.
INSURANCE
Company.
Item 2. PROPERTIES

FLIGHT EQUIPMENT

Republic has a fleet of intermediate-sized jet aircraft,
appropriate to both its regional markets and its longer haul routes.
This fleet allows Republic to allocate its aircraft. among its various
routes according to traffic demand. The Company does not provide
non-stop service in the coast~to-coast markets where larger capacity
aircraft are generally utilized. The following table sets forth
information, as of December 31, 1983, regarding the flight equipment
operated by the Company in scheduled service:

Type of Passenger Average Number of Aircraft

Aircraft Capacity Age(Yrs) Owned Leased Total
Douglas DC-9-10........ 80 17 34 3 37
Douglas DC-9-30........ 97 15 53 8 61
Douglas DC~9-50........ 124 5 16 - 12 28
Douglas DC-9-80........ 145 2 6 1 7
Boeing 727-200....¢.c.. 145 435 15 - 15
Convair 580....v0c0vess 48 29 15 - 15



Item 2.

PROPERTIES (continued)

In addition to the aircraft listed in the table, the Company
purchased a DC-9-80 aircraft which is being leased to McDonnell
Douglas Corporation for an 18-month period. Concurrent with the
purchase of this aircraft in August 1983, Republic and McDonnell
Douglas reached agreement to cancel the obligations for the six
remaining DC-9-80's on order.

. The Company has entered into agreements to sell four DC-9-15F
aircraft, two for delivery in June 1984 and two for delivery in
September 1984, and one DC-9-32F aircraft for delivery in September
1984, for a total sales price of $18.5 million. Most of the sales
proceeds will be applied to reduce debt, which is secured by these
aircraft.

All of the aircraft owned by the Company are subject to outstanding
chattel mortgages to secure obligations of the Company including
obligations pursuant to various credit agreements and the Company's
indemnity of tax benefits. TFor information concerning the Company's
lease obligations, see Note E to the Financial Statements, incor-
porated herein by reference, found on page 19 of the . accompanying
Annual Report to Stockholders.

All aircraft operated by Republic are maintained in accordance
with procedures approved by the FAA. The Company maintains inven-
tories of spare engines, spare parts, accessories and other mainte-
nance supplies sufficient to meet its operating requirements.

GROUND FACILITIES

The Company leases substantially all of its office, maintenance
and terminal buildings from governmental units or authorities under
long-term lease agreements. The Company's general office is located
at the Minneapolis-St, Paul International Airport. The principal
maintenance bases are located at the airports serving Minneapolis-St.
Paul and Atlanta. The Company also leases significant office space
in Atlanta.

The Company has committed to airport facility expansion programs
in Dallas/Ft. Worth, Detroit, Ft. Lauderdale, Milwaukee, Nashville,
San Francisco and Tucson with an estimated cost of $11 million.

These improvements will be financed through the issuance of tax-
exempt bonds by airport authorities and by Republic from intermally
generated funds. Generally, the Company enters into long-term
facility leases which fund the debt service of the bonds.

The Company also owns or leases certain computer equipment,
airport passenger loading bridges, vehicles, furniture and fixtures
which support its airline operatioms.



Item 3. LEGAL PROCEEDINGS

Various claims and lawsuits against the Company are pending, but
are either covered by insurance or are the type which are normally
and reasonably foreseeable in view of the nature of the Company's
business. Management believes the total amount of liability, which
reasonably may be expected to arise from such claims and lawsuits,
not covered by insurance would not have a material adverse effect on
the results of its operations, its financial condition or its
business generally.

Item 4. SUBMISSION OF MATTERS TO A VOTE OF SECURITY HOLDERS

Not applicable.

EXECUTIVE OFFICERS OF THE REGISTRANT

The executive officers of the Registrant as of March 8, 1984, who were
elected at the Board of Directors meeting following the 1983 annual meeting of
stockholders or at a subsequent Board of Directors meeting, are:

Name and Age . Title - Officer Since
Carr, Hal N., 62 Chairman of the Board 1947
Hulse, Frank W., 71 Vice Chairman of the Board 1943
Sweet, Bernard, 60 Vice Chairman of the Board 1950
May, Daniel F., 54 President and Chief Executive 1962

Officer
Wolf, Stephen M., 42 Executive Vice President 1984
Atwood, Dorman W., 62 Senior Vice President- © 1979
Maintenance and Engineering
Hubertus, Kenneth L., 55 Senior Vice President- 1979
Customer Service
Karnas, George J., 54 Senior Vice President~- 1973
Inflight Service
Maxson, A. L., 48 Senior Vice President-Finance 1966
Barkhausen, Henry W., 36 Vice President and Treasurer 1984
Bordi, John F., 48 Vice President-Computer and
Communications Service 1982
Courtenay, J. Kenneth, 56 Vice President-Regulatory and 1961

Community Affairs



EXECUTIVE OFFICERS OF THE REGISTRANT (continued)

Name and Age Title Officer Since
Dingivan, Edward A., 64 Vice President-Federal Affairs 1980
Dow, John P., 53 Vice President-Corporate Affairs 1959
Ettel, Joseph W., 37 ’ Vice President-Industrial Relations 1974
Foster, Gramer D., 56 Vice Pfesident—Flight Operations 1980
Jackson, Earl D., 56 Vice President-Maintenance and 1980
Technical Service
Meyer, Michael D., 39 Vice President and Controller 1974
Oakes, William E., 50 Vice President-Marketing 1969
Westberg, Charlotte G., 66 Staff Vice President 1962

. All of the executive officers have been officers or employees of the
Registrant or its predecessor companies in capacities substantially equivalent
to their current employment responsibilities for the past five years except for
Stephen M. Wolf, Henry W. Barkhausen, and Edward A. Dingivan. Mr. Wolf was
President, Chief Operating Officer and a director of Continental Airlines
Corporation (which filed for Chapter 11 reorganization under the Federal
Bankruptcy laws in September 1983 after Mr. Wolf resigned as an officer and
director), from December 1982 to September 1983, was Senior Vice President-
Marketing of Pan American World Airways, Inc., from December 1981 to November
1982, and prior thereto was Vice President-Western Division of American
Airlines, Inc. Mr. Barkhausen was Director of Real Estate of Tribune Company
(newspaper publishing and other communication services) from October 1982 to
November 1983 and prior thereto was Assistant Treasurer of Marshall Field &
Company (department stores). Mr. Dingivan was Vice President of National Air
Carriers Association (a Charter Carrier Trade Association) for more than five
years prior to joining the Company. Officers are elected to serve until the
Board of Directors meeting following the annual meeting of stockholders or
until their successors are elected.

Additional information for those executive officers who are also directors
is set forth in the Registrant's definitive proxy statement dated March 20,
1984 for the 1984 Annual Meeting of Stockholders and is incorporated herein by
reference.
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PART 1II

Item 5. MARKFT FOR THE REGISTRANT'S COMMON STOCK
AND RELATED SECURITY HOLDER MATTERS

Information required by this item is set forth under Common
Stock Information on page 21 of the accompanying Annual Report to
Stockholders and is incorporated herein by reference.

Item 6. SELECTED FINANCIAL DATA

Information required by this item is set forth under the Five-
Year Summary on page 24 of the accompanying Annual Report to Stock-
holders and is incorporated herein by reference.

Item 7. MANAGEMENT'S DISCUSSION AND ANALYSIS OF FINANCIAL
CONDITION AND RESULTS OF OPERATIONS

Information required by this item is set forth under Management's
Discussion and Analysis on pages 9, 10 and 11 and Effects of Changing
Prices on pages 22 and 23 of the accompanying Annual Report to
Stockholders and is incorporated herein by reference.

Item 8. FINANCTAL STATEMENTS AND SUPPLEMENTARY DATA

Financial Statements appearing on pages 12 through 20 of the
accompanying Annual Report to Stockholders are incorporated herein by
reference.

Quarterly Summaries of Operations appearing on page 21 of the
accompanying Annual Report to Stockholders are incorporated herein by
reference.

Effects of Changing Prices on pages 22 and 23 of the accompanying
Annual Report to Stockholders are incorporated herein by reference.

Item 9. DISAGREEMENTS ON ACCOUNTING AND FINANCIAL DISCLOSURES

Not applicable.

PART III
Item 10. DIRECTORS AND EXECUTIVE OFFICERS OF THE REGISTRANT

Information relating to the directors of the Registrant is
contained in its definitive proxy statement dated March 20, 1984 for
the 1984 Annual Meeting of Stockholders and is incorporated herein by
reference. Information relating to the executive officers of the
Registrant is furnished as an unnumbered item in Part I following
Item 4.

11



Item 1l1.

EXECUTIVE COMPENSATION

Item 12.

Information required by this item is set forth in the
Registrant's definitive proxy statement dated March 20, 1984 for the
1984 Annual Meeting of Stockholders and is incorporated herein by
reference.

Item 13.

SECURITY OWNERSHIP OF CERTAIN BENEFICTAL OWNERS AND MANAGEMENT

Information required by this item is set forth in the
Registrant's definitive proxy statement dated March 20, 1984 for the
1984 Annual Meeting of Stockholders and is incorporated herein by
reference.

CERTAIN RELATIONSHIPS AND RELATED TRANSACTIONS

Item 14.

Information required by this item is set forth in the
Registrant's definitive proxy statement dated March 20, 1984 for the
1984 Annual Meeting of Stockholders and is incorporated herein by
reference.

PART .IV

EXHIBITS, FINANCIAL STATEMENT SCHEDULES AND REPORTS ON FORM 8-K

(a)

Annual Report
to Stockholders
1. Financial Statements Page Reference

Consolidated balance sheets at December 31, 12 and 13
1983 and 1982

Consolidated statements of operations for the 14
years ended December 31, 1983, 1982 and 1981

Consolidated statements of changes in financial 15
position for the years ended December 31, 1983,
1982 and 1981

Consolidated statements of changes in stockholders' 16
equity (deficit) for the years ended December 31,
1983, 1982 and 1981

Notes to financial statements 17-20
Form 10-K
2. Financial Statement Schedules Page Reference
Auditors' Report F-1
Schedules:
Schedule V - Property and Equipment F-2, F-3
Years ended December 31, 1983, 1982 and F-4
and 1981

12



Item 14.

EXHIBITS, FINANCIAL STATEMENT SCHEDULES AND REPORTS ON FORM 8-K

(continued)
Form 10-K
2. Financial Statement Schedules (continued) Page Reference
Schedule VI - Accumulated Depreciation and F~5 and
Amortization F-6
Years ended December 31, 1983, 1982
and 1981
Schedule X - Supplementary Income Statement F=7
Information
Years ended December 31, 1983, 1982
and 1981

All other schedules have been omitted since the required infor-
mation is not present or not present in amounts sufficient to require
submission of the schedule, or because the information required is
included in the financial statements or the notes thereto.

3. ' Exhibits

3.1

3.2

4.1

4,2

4.3

Restated Articles of Incorporation of Republic
Airlines, Inc. incorporated herein by reference
to Exhibit 4.1 to the Company's Quarterly Report
on Form 10-Q for the Quarter Ended June 30,
1983.

Bylaws of Republic Airlines, Inc. incorporated
herein by reference to Exhibit 3.2 to the
Company's 1982 Annual Report on Form 10-K.

The Company's Revolving Credit Agreement and
Amendments and Waivers thereto through and
including November 30, 1982 incorporated herein
by reference to Exhibit 28.1 to the Company's
Registration Statement No. 2-80688.

Amendments or Waivers to the Company's Revolving
Credit Agreement dated January 1, 1983, June 1,
1983, June 30, 1983, July 31, 1983, and August 26,
1983, incorporated herein by reference to the
Company's 1982 Annual Report on Form 10-K and

the Company's Quarterly Reports of Form 10-Q

for the Quarters Ended June 30, 1983 and
September 30, 1983.

Security Agreement dated December 22, 1983 made
by the Company with Citibank, N.A., as agent and
entered into pursuant to the Company's Revolving
Credit Agreement.

13



Item 4. EXHIBITS, FINANCIAL STATEMENT SCHEDULES AND REPORTS ON FORM 8-K

(continued)

3. Exhibits (continued)

4.4

4.5

4.6

10.1

10.2

10.3

1.

13

22

24

25

28

Letter waiver to the Company's Revolving Credit
Agreement dated January 10, 1984,
Letter consent to the Company's Revolving Credit
Agreement dated February 3, 1984,

Letter waiver to the Company's Revolving Credit
Agreement dated February 15, 1984.

The Company will furnish to the Commission upon
request certain other instruments related to its
long-term debt.

Employment Agreement between Hal N. Carr and
Republic Airlines, Inc. dated December 5, 1975
and Amendments thereto dated April 28, 1978 and
October 27, 1978 incorporated by reference to
Exhibit 10.3 to the Company's 1982 Annual
Report on Form 10-K.

Consulting Agreement between Frank W. Hulse and
Republic Airlines, Inc. dated July 28, 1978,
incorporated herein by reference to Exhibit 6.1 to
the Company's Registration Statement No. 2-62836.

Option Agreement between Daniel F. May and
Republic Airlines, Inc. dated September 1, 1983.

Computations of loss per common share for the

- years ended December 31, 1983, 1982 and 1981.

Annual Report to Stockholders.
Subsidiaries of the registrant.
Consent of experts.
Power of attorney.

Proxy Statement for the 1984 Annual Meeting of
Stockholders.

(b) Reports on Form 8-K

No report on Form 8-K was filed during the fourth quarter of

1983.
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Pursuant to the requirements of Section 13 or 15(d) of the Securities

SIGNATURES

Exchange Act of 1934, the Registrant has duly caused this report to be signed
on its behalf by the undersigned, thereunto duly authorized.

By,

REPUBLIC AIRLINES, INC.

/s/ Daniel F. May

Daniel F., May

President and Chief Executive Officer
(Principal Executive Officer and Director)

March 22,

1984

Pursuant to the requirements ‘'of the Securities Exchange Act of 1934,
this report has been signed below by the following persons on behalf of the
Registrant and in the capacities and on the dates indicated.

HAL N. CARR*

Hal N. Carr
Chairman of the Board
March 22, 1984

BERNARD SWEET*

/s/ Michael D. Meyer

Bernard Sweet
Vice Chairman of the Board
March 22, 1984

FRANK W. HULSE*

Michael D. Meyer

Vice President and Controller
(Principal Accounting Officer)
March 22, 1984

CECIL A. BEASLEY, JR.*

Frank W, Hulse
Vice Chairman of the Board
March 22, 1984

/s/ A. L. Maxson

Cecil A, Beasley, Jr.
Director
March 22, 1984

ERIC BRAMLEY*

A, L. Maxson

Senior Vice President-~Finance
(Principal Financial Officer)
March 22, 1984

Eric Bramley
Director
March 22, 1984

D. F. DeCOURSIN*

15

D. F. DeCoursin
Director
March 22, 1984



DAVID H. HUGHES* WILLIAM E. RANKIN*

David H. Hughes William E. Rankin

- Director Director
March 22, 1984 March 22, 1984
ALTON F. IRBY, JR.* HENRY M. ROSS*
Alton F. Irby, Jr. Henry M. Ross
Director Director
March 22, 1984 March 22, 1984
G. GUNBY JORDAN* RICHARD A. TRIPPEER, JR.*
G. Gunby Jordan Richard A. Trippeer, Jr.
Director Director
March 22, 1984 March 22, 1984
JOHN M. LAWRENCE, III* . WM. BEW WHITE, JR.*
John M. Lawrence, III Wm. Bew White, Jr.
Director Director
March 22, 1984 March 22, 1984
WILLIAM R. LUMMIS* KENNETH B. WILLETT*
William R. Lummis Kenneth B. Willett
Director Director
March 22, 1984 March 22, 1984
MORTON B. PHILLIPS* ' FRANK M., YOUNG III*
Morton B. Phillips Frank M. Young III
Director Director
March 22, 1984 March 22, 1984

G. FRANK PURVIS, JR.*
G. Frank Purvis, Jr.
Director

March 22, 1984

xgy /s/ Daniel F. May
Daniel- F. May, Attorney-In-Fact Date: March 22, 1984
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AUDITORS' REPORT

Stockholders and Board of Directors
Republic Airlines, Inc.

We have examined the consolidated balance sheets of Republic Airlines, Inc. (a
Wisconsin corporation) and its subsidiary as of December 31, 1983 and 1982,
and the consolidated statements of operations, changes in stockholders' equity
(deficit) and changes in financial position for the years ended December 31,
1983, 1982 and 1981. Our examinations were made in accordance with generally
accepted auditing standards and accordingly included such tests of the
accounting records and such other auditing procedures as we considered
necessary in the circumstances.

The accompanying consolidated financial statements have been prepared on a
going concern basis which contemplates the realization of assets and the
satisfaction of liabilities in the normal course of business. However, as
described in Note B, significant uncertainties, which include the obtaining of
employee wage and other concessions, could cause the company to be unable to
continue in business. The consolidated financial statements do not include any
adjustments relating to the recoverability and classification of a major
portion of recorded asset amounts or the amount and classification of
liabilities that might be necessary should the company be unable to continue

in the normal course of business.

In our opinion, subject to the effects on the 1983 consolidated financial
statements of such adjustments, if any, as might have been required had the
outcome of the uncertainties referred to in the preceding paragraph been
known, the consolidated financial statements referred to above present fairly
the financial position of Republic Airlines, Inc., and its subsidiary at
December 31, 1983 and 1982, and the results of their operations and changes in
their financial position for the years ended December 31, 1983, 1982 and 1981
in conformity with generally accepted accounting principles applied on a
consistent basis.

In connection with our examinations of the financial statements for the periods
indicated above, we have also examined the schedules listed in Item 14(a)2, and
included herein. In our opinion, such schedules present fairly the information
required to be set forth therein.

Alexander Grant & Company

Minneapolis, Minnesota
February 3, 1984
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(ANNUAL REPORT OMITTED)



REPUBLIC AIRLINES, INC.
7500 Airline Drive
Minneapolis, Minnesota 55450

NOTICE OF ANNUAL MEETING OF STOCKHOLDERS
April 25, 1984

To THE STOCKHOLDERS OF REPUBLIC AIRLINES, INC.:

Please take notice that the Annual Meeting of Stockholders of Republic Airlines, Inc.
(the ‘*Company’’) will be held pursuant to due call of the Board of Directors of the
Company, at the Wausau Club, 309 McClellan Street, Wausau, Wisconsin, on Wednesday,
April 25, 1984, at 10:30 a.m., or at any adjournment or adjournments thereof, for the
following purposes:

1. To elect directors.
2. To vote on a proposal to approve a Stock Option and Stock Appreciation Right Plan.

3. To vote on a proposal expected to be made by a stockholder relating to nominees
for the Company’s Board of Directors.

4. To transact such other business as may properly come before the meeting.

Pursuant to due action of the Board of Directors, stockholders of record on March 8,
1984, will be entitled to vote at the meeting or any adjournment or adjournments thereof.

YOU ARE REQUESTED TO READ CAREFULLY THE ATTACHED PROXY
STATEMENT. YOU ARE URGED TO SIGN AND RETURN THE ENCLOSED CARD
AUTHORIZING REPRESENTATIVES OF THE PRESENT BOARD OF DIRECTORS
OF THE COMPANY TO VOTE FOR YOU AT THE MEETING.

By Order of the Board of Directors
REPUBLIC AIRLINES, INC.
Ralph Strangis
Assistant Secretary

March 20, 1984



PROXY STATEMENT

of =
REPUBLIC AIRLINES, INC.
Annual Meeting of Stockholders to be Held : -

April 25, 1984

PROXIES AND VOTING

This Proxy Statement is furnished in connection with the solicitation of proxies by the Board of Directors
of Republic Airlines, Inc. (the ‘‘Company’’) to be used at the Annual Meeting of Stockholders of the Company =~
to be held April 25, 1984. Each stockholder who signs and returns a proxy in the form enclosed with this
Proxy Statement may revoke the same at any time prior to its use by giving notice of such revocation to
the Company in writing or in open meeting. Unless so revoked, the shares represented by each proxy will
be voted at the meeting and at any adjournment thereof. Presence at the meeting of a stockholder who has ™
signed a proxy does not alone revoke that proxy.

The executive offices of the Company are located at 7500 Airline Drive, Minneapolis, Minnesota 55450.
This Proxy Statement and the accompanying proxy are to be first mailed to stockholders on or about =
March 20, 1984.

Only stockholders of record at the close of business on March 8, 1984, will be entitled to vote at the
meeting or any adjournment thereof. ~

COMMON SHARES OUTSTANDING AND VOTING RIGHTS

The Company has a single class of common stock of which 30,629,690 shares were outstanding as
of the close of business on the record date, March 8, 1984. Each share of common stock is entitled to one vote.

SECURITY OWNERSHIP -

The following table sets forth, as of the record date, all persons known by the Company to be the owner, 1
of record or beneficially, of as much as approximately five percent of the outstanding common stock of

the Company, and such ownership by all officers and directors as a group. 3
_ Amount Owned Beneficially Percent of "
Name and Address or of Record Class

Republic Airlines, Inc. Restated
Employee Stock Ownership Plan (1)

7500 Airline Drive ~
Minneapolis, MN 55450 1,944,223 6.3 _
All officers and directors as a group (2) 1,308,976 4.3 *

(1) The trustees of the Plan are Daniel F. May, a director, President and Chief Executive Officer of the Company, and Walter E. 7
Nielsen, the Assistant Treasurer of the Company. The trustees vote common stock held under the Plan in accordance with the —
directions of the employees to whose accounts the shares are allocated or, in certain other circumstances, at their discretion.

(2) Includes 44,500 shares with respect to which such persons have the right to acquire beneficial ownership. Includes 2,535 shares
held by the Republic Airlines, Inc. Deferred Salary Investment Plan. Does not include 162,889 shares held by the Republic Airlines,
Inc. Restated Employee Stock Ownership Plan.

y
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ELECTION OF DIRECTORS
(Proposal Number 1 in the accompanying Notice)

Twenty-one (21) directors are to be elected at the meeting, each director to hold office until the next
annual meeting of stockholders or until his successor is elected and qualified. All of the persons listed below,
except for Stephen M. Wolf, are now serving as directors of the Company. The Board of Directors proposes
for election to the Board of Directors the nominees listed below:

Shares
Beneficially Percent
Name and Age of Director Owned as of of
Nominee Principal Occupation and Directorships Since March 8, 1984 (1) Class

Cecil A. Beasley, Jr. (71) Partner—Ballard and Beasley (attorneys). 1979 102,762 0.34

Eric Bramley** (67) Retired Editor, Aviation Daily (aviation industry 1976 1,000 -
news service).

Hal N. Carr* (62) Chairman of the Board of the Company. Mr. 1952 172,724(2) 0.56
Carr is a director of Dahlberg Electronics, Inc.,
First National Bank of Bryan, Texas, Ross
Industries. Inc., Westland Capital Corporation,
and Cayman Water Co.

G. F. DeCoursin* (70) Chairman of the Board, Media Graphics 1944 19,990 0.07
(commercial graphic arts).

David H. Hughes (40) President and director of Hughes Supply, Inc. 1983 1,200 -
(manufacturer and distributor of electrical and
plumbing supplies). Mr. Hughes is a director
of Sun Banks, Inc.

Frank W. Hulse* (71) Vice Chairman of the Board of the Company. 1979 359,060(3) 1.17
Mr. Hulse is a director of Fuqua Industries,
Inc. and American Fidelity Life Insurance
Company.

Alton F. Irby, Jr. (71) Chairman of the Board, Fred S. James & 1979 101,089 0.33
Company of Georgia, Inc. (insurance agents,
counselors).

G. Gunby Jordan (68) Retired Chairman of the Board, The Jordan 1979 108,312(3)(6) 0.35
Company (construction). Mr. Jordan is a
director of Columbus Bank and Trust
Bancshares, Inc.

John M. Lawrence 11l (62) Partner—Lawrence, Thornton, Payne, Watson, 1975 2,200 0.01
& Kling (attorneys). Mr. Lawrence is a director
of First Bank & Trust of Bryan, Texas and
Brazos Broadcasting Company.

William R. Lummis (55) Chairman of the Board, President and Chief 1980 —(4) -—
Executive Officer, Summa Corporation (real
estate investments, aviation, hotels and recre-
ation). Mr. Lummis is a director of Texas
American Bancshares, Inc.

Daniel F. May* (54) President and Chief Executive Officer of the 1980 78,748(2)(6) 0.26
Company. Mr. May is a director of Metro-
politan State Bank of Bloomington, Minnesota
and Rexnord, Inc.



Shares
Beneficially Percent
Name and Age of Director Owned as of of
Nominee Principal Occupation and Directorships Since March 8, 1984 (1) Class

Morton B. Phillips (65) Chairman of the Board, Westland Capital 1966 4,345(3) 0.01

Corporation (business investments).

G. Frank Purvis, Jr.** (69) Chairman of the Board and Chief Executive 1979 18,480(3) 0.06

Officer, Pan American Life Insurance Com-
pany. Mr. Purvis is a director of Bell South
Corporation and First Commerce Corporation.

William E. Rankin (62) Vice Chairman of the Board of Summa Cor- 1980 —4) -

poration (real estate investments, aviation, hotels
and recreation).

Henry M. Ross** (56) President, Ross Industries, Inc. (machinery 1975 1,000 —

manufacturer). Mr. Ross is a director of
Fauquier National Bank of Warrenton, Virginia
and Greater Washington Investors, Inc.

Bernard Sweet* (60) Vice Chairman of the Board of the Company. 1969 42.283(2) 0.14

Mr. Sweet is a director of G & K Services, Inc.
and S. E. Rykoff & Co.

Richard A. Trippeer, Jr. (44) President and director of Union Planters Na- 1979 45,665 0.15

tional Bank of Memphis. Mr. Trippeer is a
director of Union Planters Corporation.

Wm. Bew White, Jr.* (64) Partner—Bradley, Arant, Rose & White 1979 39,500 0.13

(attorneys). Mr. White is a director of Avondale
Mills.

Kenneth B, Willett* (82) Chairman of the Board, First Financial Savings 1954 35,000 0.11

and Loan Assn. of Stevens Point, Wisconsin.

Stephen M. Wolf (42) Executive Vice President of the Company. - — —
Frank M. Young III (42) Partner—North Haskell Slaughter Young & 1979 81,707(5) 0.27

Lewis (attorneys).

*Member of the Executive Committee
**Member of the Audit Committee

1)

)
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Each nominee has sole voting and investment power with respect to the shares beneficially owned, except for Mr. Jordan, who
has sole power with respect to 99,312 shares and shared power with respect to 9,000 shares, and Mr. Young, who has sole
power with respect to 30,185 shares and shared power with respect to 51,522 shares.

Includes for Messrs. Carr, Sweet and May, 20,066, 19,851 and 15,521 shares, respectively, held by the Company's Restated
Employee Stock Ownership Plan for the benefit of such persons; includes for Mr. May 2,315 shares held by the Company's
Deferred Salary Investment Plan.

Does not include the following shares owned by Spouses: 21,193 by Mrs. Hulse, 346 by Mrs. Jordan, 2,000 by Mrs. Phillips
and 1,260 by Mrs. Purvis.

Howard Hughes Realty, Inc., of which Mr. Lummis is Chairman of the Board, is an affiliate of Summa Corporation, of which
Mr. Lummis and Mr. Rankin are directors and officers. Howard Hughes Realty, Inc. owns the Company’s 13% Convertible

Subordinated Debentures and warrants to purchase shares of the Company’s common stock at $8 per share, subject to adjust-_.,

ment. The warrants expire August 26, 1990. Mr. Lummis and Mr.Rankin disclaim beneficial ownership of 1,171,734 share
into which the Debentures are convertible and 5,500 shares obtainable upon exercise of the warrants.

Mr. Young is the son-in-law of Frank W. Hulse. Does not include 31,815 shares owned by Spouse, Mrs. Young.

Includes for Messrs. Jordan and May, 9,000 and 35,500 shares, respectively, with respect to which such persons have the right
to acquire beneficial ownership.
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Each of such nominees has been engaged in the principal occupation set forth above for more than
the last five years except for Mr. Sweet, who, prior to October 1980, was President and Chief Executive
Officer of the Company; Mr. May, who was elected President in October 1980 and Chief Executive Officer
in February 1982, and prior thereto was an executive officer of the Company; Mr. Wolf, who was elected
Executive Vice President of the Company in February 1984, was from December 1982 to September 1983
President, Chief Operating Officer and a director of Continental Airlines Corporation, (which filed for Chapter
11 reorganization under the Federal bankruptcy laws in September 1983 after Mr. Wolf resigned as an
officer and director), was from December 1981 to November 1982 Senior Vice President-Marketing of
Pan American World Airways, Inc., and prior thereto was Vice President-Western Division of American
Airlines, Inc.; Mr. Hulse, who, prior to July 1979, was Chairman and Chief Executive Officer of Southern
Airways, Inc.; and Mr. Jordan, who, prior to January 1983, was Chairman of the Board of The Jordan
Company.

Mr. Lummis and Mr. Rankin were elected to the Board of Directors in 1980 pursuant to an agreement
with the Company in connection with the acquisition of Hughes Airwest. Mr. Lummis is an administrator
and potential beneficiary of the estate of Howard R. Hughes, Jr., which indirectly owns all of the stock
of Summa Corporation. Mr. Lummis, however, disclaims any beneficial ownership of the Company’s 13%
Convertible Subordinated Debentures and warrants owned by Howard Hughes Realty, Inc., an affiliate of
Summa Corporation.

All shares represented by proxies will be voted for the election of the foregoing nominees who have indicated
a willingness to serve, if elected; provided, however, that if any such nominee should withdraw or other-
wise become unavailable for reasons not presently known, such shares may be voted for another person
in place of such nominee, in accordance with the best judgment of the persons named in the proxy.

COMMITTEES OF THE BOARD OF DIRECTORS

The Company’s Audit Committee, consisting of Messrs. Bramley, Purvis and Ross, held three meetings
during 1983. The Audit Committee recommends to the full Board the engagement of the independent
accountants, reviews the audit plan and results of the audit engagement, reviews the independence of the
auditors and reviews the adequacy of the Company’s system of internal accounting controls. The Executive
Committee, consisting of Messrs. Carr, DeCoursin, Hulse, May, Sweet, White and Willett, held seven
meetings during 1983. The Executive Committee is empowered to perform any function of the Board of
Directors when the full Board is not in session, except the declaration of dividends, filling of vacancies
on the Board of Directors or the Executive Committee and election or removal of officers. The Company
does not have a Nominating Committee. The Board of Directors held four meetings during 1983. All directors
attended at least 75 percent of the meetings of the Board of Directors and the committees of the Board
on which they serve.

-, COMPENSATION OF DIRECTORS AND EXECUTIVE OFFICERS

The following table sets forth information with respect to compensation for services provided to the
Company and its subsidiaries in 1983, as to each of the five most highly compensated, key policy-making
executive officers of the Company and as to all executive officers as a group.

5



Cash Compensation Table

Name of Individual or Identity of Group and Cash
Capacity in which Compensation Received Compensation (a)
Hal N. Carr, Chairmanof the Board . ........ ... . ... ... . i ... $ 255,480
Bernard Sweet, Vice Chairman of the Board .................. ... ... ..... 200,684
Daniel F. May, President and Chief Executive Officer and Director .......... 201,224 (b)
Gramer D. Foster, Vice President-Flight Operations ....................... 109,722
A. L. Maxson, Senior Vice President-Finance .............. ... ... ...... 99,948
All executive officers as a group (included
18 persons at December 31, 1983) ... ... ... .. ..l 2,912,535

(a) Includes amounts received under the officers’ medical reimbursement plan pursuant to which the Company reimburses officers
for medical expenses not covered by the Company s medical insurance plan for salaried management employees. Includes, with
respect to executive officers who retired during 1983, payments for vacation, sick leave and other benefits totaling approximately
$582,000. Includes directors’ fees. The amounts do not include the value, if any, of travel privileges granted to officers and directors
in accordance with general practices in the airline industry.

(b) Includes $49.314 of Mr. May’s salary which was deferred during 1983 and paid to Mr. May in the form of shares of Common
Stock. After adjustment for income tax withholding, Mr. May has received 9,700 shares based on a per-share price of $3.75,
the closing price on December 30, 1983.

Profit-Sharing Plan. The Company has a profit-sharing plan for the years ending December 31, 1982
through December 31, 1985 under which certain employees participating in compensation reductions and
concessions will share in one-half of the Company’s net profits in excess of three percent of revenues,
excluding sales of flight equipment, tax benefits, and certain other items, for each such year. No amounts
are payable under the plan with respect to the years ended December 31, 1982 and 1983.

Directors’ Fees. Through August 1983, directors’ fees were paid at the rate of $750 for each Board
and committee meeting of Republic or a subsidiary. Thereafter, directors’ fees were paid at a rate of $637.50
for each such meeting. Directors who are officers of the Company also receive such fees.

Death Benefits Plan and Other Benefits Agreements. The Company has agreements with executive officers
to provide benefits in the event of death, retirement, or severance. Death benefits are funded by insurance.
Severance benefits are payable when termination is involuntary or when employment is continued as a non-
officer. The benefits, ranging from $100,000 to $300,000, are in addition to those under the group term
life insurance plan and pension plans maintained for all employees. The agreements provide that the Company
will not merge, consolidate or combine with another business entity unless the successor company expressly
assumes the obligations of the Company under these agreements. The executive officers named in the Cash
Compensation Table are entitled to the following benefits: Messrs. Carr, Sweet and May, $300,000 each;
Messrs. Foster and Maxson, $200,000 each.

Employment and Consulting Agreements. Mr. Carr has an employment agreement with the Company
providing for continued employment in a full-time capacity as a management executive at an annual salary
of not less than $200,000 until April 7, 1986. Certain salary continuation payments are payable in the event
of death or disability. The agreement also provides that Mr. Carr is entitled to participate in other benefits
provided by the Company for its employees generally. Mr. Sweet had a similar employment agreement
which expired April 5, 1983. Mr. Sweet continues to serve as a management executive but is not under

contract. The Company has an agreement with Mr. Hulse providing for his continued engagement by the -

Company as an independent consultant until July 1, 1984, at a current rate of compensation of $145,000
per annum. This agreement also provides for continuation of certain payments in the event of Mr. Hulse's
death or disability. Mr. Hulse is entitled to participate in other health insurance plans afforded to officers
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of the Company during the term of this agreement and thereafter on the same basis as other retired employees
of the Company. The amounts paid to Mr. Hulse, pursuant to the agreement, are not included in the category

F  of compensation paid to ‘‘All executive officers as a group’’ in the Cash Compensation Table.

401 (k) Plan. In 1983, the Company adopted a Deferred Salary Investment Plan, a stock plan qualified
under Section 401(k) of the Internal Revenue Code of 1954, as amended. Contributions to the Plan are

AN invested in Company stock. Officers of the Company are entitled to participate in the Plan. Two executive

~  officers participated during 1983, making contributions of $15,589. These amounts are included in the Cash
Compensation Table.

» .

li. Restated Employee Stock Ownership Plan. During 1983, 1,172 employees, including executive officers,

)

-

received benefits under the Restated Employee Stock Ownership Plan (the *‘Plan’’). Under the Plan, the
Company made contributions of cash or its common stock to a trust for the benefit of eligible employees
under circumstances which entitled the Company to claim an additional investment tax credit for the amount
of its contributions. All cash contributions to the Plan are invested in common stock of the Company.
Participants receive, upon death or other separation from employment with the Company, shares of com-
mon stock held in their accounts. No contribution has been authorized by the Board of Directors for the
Plan Year 1983, and no further contributions are anticipated due to a change in the tax law. Amounts
contributed in 1983, with respect to the Plan Year 1982, 1o the accounts of the individuals and group named
in the Cash Compensation Table were as follows: Mr. Carr $1,096, Mr. Sweet $1,096, Mr. May $2,506,
Mr. Foster $2,401, Mr. Maxson $776 and all executive officers as a group $30,775.

Retirement Plan. Retirement benefits for executive officers of Republic are provided under a Salaried
Employees Retirement Benefit Plan (‘‘Retirement Plan’’), which is available to all salaried employees not
covered under any of the Company’s other pension plans (principally plans collectively bargained). Except
for one officer, who is entitled to retirement benefits under a retirement plan for pilots, all executive of-
ficers are eligible under the Retirement Plan. Benefits under the Retirement Plan are based on a benefit
formula providing 60 percent of a participant’s final average earnings (as defined) less 50 percent of primary
Social Security benefits, and proportionately reduced for years of service less than 25 years. The Com-
pany’s annual contribution to the Retirement Plan with respect to an individual person cannot readily be
separately calculated by the Retirement Plan’s actuaries. Therefore, 1983 amounts accrued, paid or distributed
pursuant to the plan for the accounts of executive officers, cannot be determined.

The table below sets forth the estimated annual benefits payable upon retirement at age 65 under the
Retirement Plan for specified compensation and years of service classifications.

Annual Estimated Annual
Compensation . Retirement Benefits (a)

15 Years 25 Years
$ 50,000 $15,360 $25.595
80,000 26,160 43,595
110,000 36,957 61,595
180,000 62,157 90,000
270,000 90,000 90,000

~=~ . (a) Benefits are limited by the Tax Equity and Fiscal Responsibility Act of 1982 to the greater of $90,000 or the benefit accrued
{0 December 31, 1982. In some cases. the applicable limit for 1984 and subsequent years will be reduced as a result of amendments
to Section 415 of the Internal Revenue Code imposed by the Tax Equity and Fiscal Responsibility Act of 1982. However, the Company
has adopted an Excess Benefit Pension Plan providing that if any participant’s pension is reduced pursuant to the limitations imposed
by Section 415, the Company will make a direct payment to that individual in a monthly amount equal to the amount of the reduction.



The years of credited service under the Retirement Plan for Messrs. Carr, Sweet, May and Maxson,
officers named in the Cash Compensation Table, are 29, 35, 27 and 17, respectively. Mr. Foster is covered
under a retirement plan for pilots and has 28 years of credited service under that plan.

Stock Options. In September 1983, the Company granted Mr. May an option to purchase 25,000 shares
of common stock at $4.25 per share, the fair market value at date of grant. Mr. May’s option was exer-
cisable beginning on September 1, 1983 and expires on August 31, 1988. In February 1984, the Company
granted Mr. Wolf an option to purchase 150,000 shares of common stock at $4.125 per share, the fair
market value at date of grant. Mr. Wolf’s option is exercisable on a cumulative basis at the rate of 50,000
shares for each year of employment and expires on February 24, 1992.

CERTAIN TRANSACTIONS

During 1983, the law firms of Ballard and Beasley, of which Cecil A. Beasley, Jr., a director of the
Company, is a partner; Bradley, Arant, Rose & White, of which Wm. Bew White, Jr., a director of the
Company, is a partner; and Lawrence, Thornton, Payne, Watson & Kling, of which John M. Lawrence
II1, a director of the Company, is a partner, have rendered legal services to the Company. The Company
also expects to use the services of these firms during 1984.

MPG Investment Company, in which Mr. May has an equity interest, leased certain temporary warehouse
space on a month-to-month basis to the Company and received approximately $35,000 of rental during 1983.

The Company purchased aviation fuel and fueling services during 1983, totaling approximately
$1,800,000 from The Hughes Corporation, subsidiary of Summa Corporation, of which Mr. Lummis is
an officer and director and Mr. Rankin is a director. Mr. Lummis is also an administrator and potential
beneficiary of the estate of Howard R. Hughes, Jr., which indirectly owns all of the stock of Summa

Corporation. The Company also sold to The Hughes Corporation fueling equipment and trucks for approx-
imately $135,000 in 1983.

STOCK OPTION AND
STOCK APPRECIATION RIGHT PLAN
(Proposal Number 2 in the accompanying Notice)

The Stock Option and Stock Appreciation Right Plan (the ‘‘Plan’’) will be presented to the Executive
Committee of the Board of Directors in March 1984 for approval. The effectiveness of the Plan is also
subject to the approval of the Company’s stockholders. The affirmative vote of a majority of the shares
voted at the meeting is required for stockholder approval of the Plan. The complete text of the Plan as
submitted for stockholder approval is set forth in Exhibit A to this Proxy Statement. The following sum-
mary of the Plan is qualified in its entirety by reference to the terms of the Plan.

The purpose of the Plan is to provide officers and key management employees with an increased incen-
tive to make contributions to the performance and growth of the Company, to provide such employees with
stock ownership in the Company, and to attract and retain such employees. The incentives offered under
the Plan for continued employment and performance will, the Company believes, be an important factor
in retaining and attracting key employees. For these reasons, the Company believes that adoption of the
Plan is desirable and recommends that stockholders approve the Plan.

An aggregate of 750,000 shares of the Company’s Common Stock will be reserved for issuance upon
the exercise of options and stock appreciation rights granted under the Plan. The 750,000 shares issuable
under the Plan would, if issued, represent approximately 2-1/2% of the total current outstanding shares
of the Company. The Plan contains anti-dilution provisions for adjustment of the number and class of shares
which may be issued under the Plan in the event of stock dividends, split-ups, recapitalizations and certai
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other events affecting the capitalization of the Company. If any option granted under the Plan should expire
or terminate for any reason without having been exercised in full, the unpurchased shares will again become
available for purposes of the Plan.

The Plan will be administered by the Stock Option Committee (the ‘‘Committee’’) of the Company’s
Board of Directors. The Committee will be comprised of three or more directors who are not eligible to
receive options or stock appreciation rights under the Plan. The Committee will have full and complete
authority in its discretion, but subject to the provisions of the Plan: to grant options and stock appreciation
rights, to select those key employees to be granted options and stock appreciation rights, to determine the
number of options and stock appreciation rights to be granted to an employee, to determine the time or
times at which such options and stock appreciation rights may be exercised, to establish the terms and con-
ditions to be contained in option and stock appreciation right agreements, to remove any restrictions and
conditions upon such options and stock appreciation rights, and to adopt such rules and regulations and
to make all other determinations deemed necessary or desirable for administration of the Plan.

Under the Plan, options to purchase the Company’s Common Stock may be granted to officers and
key management employees who are in positions to make significant contributions to the Company’s growth
and performance. Options granted under the Plan will be at an option price determined by the Committee,
but the option price will not be less than the fair market value of the Company’s Common Stock on the
date of grant of the option. The Plan provides that options may, in the discretion of the Committee, be
granted as incentive stock options as defined in Section 422A of the Internal Revenue Code, which have
favorable tax treatment for employees, or as non-incentive stock options. The Internal Revenue Code places
certain limitations on incentive stock options, including that the aggregate fair market value (determined
as of the time the incentive stock option is granted) of Common Stock subject to incentive stock options
granted to any employee in any calendar year cannot exceed $100,000 plus any unused limit carryover
(50% of the excess of $100,000 over the fair market value of the shares subject to incentive stock options
granted during the year) for the preceding three years.

The Plan also provides that stock appreciation rights may be granted separately or in conjunction with
options granted under the Plan. A maximum of 750,000 shares, subject to adjustment, may be covered
by stock appreciation rights granted under the Plan. A stock appreciation right entitles the holder to receive
the appreciation on the shares covered by the stock appreciation right. The amount of appreciation is equal
to the excess of the fair market value of those shares at the time the stock appreciation right is exercised
above the price specified in the stock appreciation right, which must be equal to or greater than the fair
market value of the shares at the time the stock appreciation right was granted. The appreciation is paid
in shares of Common Stock or, if approved by the Committee, cash in whole or in part.

Each option and stock appreciation right granted under the Plan will be evidenced by a written agreement
containing such terms and conditions consistent with the provisions of the Plan as the Committee may deter-
mine. The term within which each option and stock appreciation right is exercisable will be for such period
as the Committee may determine, but the term will not be more than 10 years from the date of grant. Any
option and stock appreciation right may be exercised in whole or in part, subject to any terms relating to
vesting and exercise as the Committee may determine when granting the option and stock appreciation right.
The Plan provides that payment of the option price may be made in cash or by the delivery of shares of
Common Stock (valued at fair market value) owned by the employee for more than six months. The net
_Droceeds from the sale of the Company’s Common Stock under the Plan will be used for general corporate
urposes.

An employee receiving an incentive stock option under the Plan will have no federal income tax conse-
quences when the option is granted or when the option is exercised. If the shares acquired upon exercise
of an incentive stock option are held for at least one year after exercise (unless the option is exercised within
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Plan are held by the Plan trustee until the death, disability or termination of employment of the participating
employee.

The Company has granted options to Mr. May, who is the President and Chief Executive Officer and
a director, for 25,000 shares and to Mr. Wolf, who is the Executive Vice President, for 150,000 shares,
as discussed following the Cash Compensation Table. If the Plan is adopted, the Committee may elect to
cancel the options held by Messrs. May and Wolf, if they give their respective consents, and issue options
and stock appreciation rights under the Plan to them, but the option price for any such options or rights
under the Plan would be no less than the price of the Company’s Common Stock on the New York Stock
Exchange on the date on which such options and rights are granted.

THE COMPANY RECOMMENDS A VOTE “FOR’’ THIS PROPOSAL.

* * * *

AMENDMENT TO BYLAWS RELATING TO NOMINEES
FOR THE COMPANY'’S BOARD OF DIRECTORS
(Proposal Number 3 in the accompanying Notice)

The Company has been advised by Dan S. McClendon, the beneficial owner of a total of 978 shares
of the Company’s common stock, whose address is 3747 Southland Court, East Point, Georgia 30344, that
he will cause the following proposal amending the Company’s Bylaws (which is set forth in exactly the
form received by the Company except for correction of typographical errors) to be introduced at the Annual
Meeting of Stockholders:

It is proposed that Article Il (Board of Directors), Section 2. (Number, Tenure and Qualifica-
tions) be amended to add the following to the first sentence:

...and four of whom shall be nominated by the employees of the corporation through their
labor organizations.

The first sentence would then read as follows:

The number of directors of the corporation shall not be less than three or more than twenty-
three and four of whom shall be nominated by the employees of the corporation through
their labor organizations.

The Board of Directors unanimously recommends that you vote AGAINST this proposal for the following
reasons:

The proposal would require that four nominees for directors of the Company be designated by
the six collective bargaining units representing the Company’s employees. There is no procedure
identified in the proposal as to how such nominees would be chosen.

The Board of Directors believes that the proposed Bylaw amendment may, if implemented, violate
both the Company’s Restated Certificate of Incorporation and Wisconsin law. Moreover, the
Board of Directors has overall responsibility for the management of the Company and should
be responsive to the interests of all the stockholders and not just to the interest of a certain group
which may have its own special concerns.

. The stockholder proposal will become effective to the extent it can legally govern the actions of the
/mpany if a majority of the outstanding shares (or a vote of at least 15,314,846 shares) are cast in favor
of the proposal.

THE BOARD OF DIRECTORS UNANIMOUSLY RECOMMENDS A VOTE “AGAINST”
THIS PROPOSAL.
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one year after the date of grant, in which case the shares must be held for two years after the date of grant),
gain or loss on the disposition of the shares will be treated as long-term capital gain or loss, and the Com-
pany will not be entitled to any deductions. If, however, the shares are sold before satisfying the long-term
holding period requirements, the employee will recognize ordinary income equal to the excess over the
option price of the lesser of the sales price or the market price at the time the option was exercised, and
the Company will be entitled to a tax deduction in the amount of the ordinary income recognized by the
employee.

The federal income tax consequences for non-incentive stock options and stock appreciation rights are
less favorable to employees. No income is recognized by an employee at the time a non-incentive stock
option or stock appreciation right is granted under the Plan. Upon the exercise of such an option, an employee
recognizes ordinary income to the extent the fair market value of the shares purchased exceeds the option
price. Upon exercise of a stock appreciation right, an employee recognizes ordinary income equal to the
fair market value of the shares and any cash received. The Company is also entitled to a deduction in the
amount of the ordinary income recognized by the employee. The employee’s cost basis in the shares is
the amount of ordinary income recognized plus, if an option is exercised, the amount paid for the shares.
The employee will have long-term or short-term (depending on the holding period) capital gain or loss on
the disposition of the shares to the extent the sales price is in excess of or less than the employee’s cost
basis in the shares.

The Plan provides that the Board of Directors may suspend or terminate the Plan and amend any of
its provisions, except that, subject to the anti-dilution provisions of the Plan, the Board of Directors may
not, without approval by the stockholders, increase the maximum number of shares which may be issued
under the Plan, decrease the minimum option exercise price, change the designation of the class of employees
eligible to receive options under the Plan, or increase the aggregate fair market value of Common Stock
for which incentive stock options may be granted to an employee in any calendar year unless permitted
by the Code.

During the last five years, the Company has not had any stock option or stock appreciation right pian
for its employees. Within the last five years, all current executive officers as a group exercised qualified
stock options which were granted prior to 1979 to purchase 122,825 shares at a weighted average price
of $2.76 per share and having a net value (market value at exercise less exercise price) of $539,528, in-
cluding 50,000 shares purchased by Mr. Carr at a weighted average price of $2.68 per share, with a net
value of $242,500; 22,900 shares purchased by Mr. Sweet at a weighted average price of $2.73 per share,
with a net value of $83,712 and 11,950 shares purchased by Mr. May at a weighted average price of $2.72
per share, with a net value of $45,544. All other current officers as a group purchased 2,300 shares at
a weighted average price of $2.75 per share, with a net value of $12,388. During the last five years, all
current executive officers who purchased shares upon exercise of options sold 147,414 shares, including
115,000 shares by Mr. Carr and 22,374 shares by Mr. Sweet.

The Restated Employee Stock Ownership Plan, discussed following the Cash Compensation Table, was
in effect through 1982, but the Company will not make any contributions for 1983 and does not expect
to make any contributions in subsequent years. In 1983, the Company adopted a Deferred Salary Invest-
ment Plan and an Employee Stock Purchase Plan which were available to all employees pursuant to which
the salary deferred from 1982 and payable in August 1983 could be contributed to either plan for invest-
ment in shares of Common Stock at the prevailing market price. In 1981, the Company adopted a Stock
for Pay Plan which was available to all employees pursuant to which 15% of one month’s salary could
be used to purchase shares of Common Stock at the prevailing market price. Shares purchased under the
1983 Employee Stock Purchase Plan and the 1981 Stock for Pay Plan were distributable to participating
employees at the time of purchase, whereas shares acquired under the 1983 Deferred Salary Investment
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EXHIBIT A
REPUBLIC AIRLINES, INC.

STOCK OPTION AND STOCK APPRECIATION RIGHT PLAN

- 1. Plll‘pOSE

The purpose of the Stock Option and Stock Appreciation Right Plan (the ‘‘Plan’’) is to provide officers
and key management employees (the ‘‘Employees’”) of Republic Airlines, Inc. (the **Company’) and its
present and future subsidiaries, within the meaning of Section 425 of the Internal Revenue Code of 1954
as amended (the *‘Code’’), with an increased incentive to make contributions to the performance and growth
of the Company, to provide such employees with stock ownership in the Company, and to attract and retain
such employees.

2. Administration

(a) The Plan shall be administered by the Stock Option Committee (the ‘‘Committee’’) of the Board
of Directors. The Committee shall be comprised of three or more members of the Board of Directors who
shall be ‘‘disinterested persons’’ as defined in Rule 16b-3 of the General Rules and Regulations under the
Securities Exchange Act of 1934.

(b) The Committee shall have full and complete authority, in its discretion, but subject to the provisions
of the Plan: to grant options and stock appreciation rights under the Plan; to select those Employees to
be granted stock options and stock appreciation rights under the Plan; to determine the number of stock
options and stock appreciation rights to be granted to an Employee; to determine the time or times at which
such options and stock appreciation rights may be exercised; to establish the terms and conditions to be
contained in option and stock appreciation right agreements under the Plan; to remove any restrictions and
conditions upon such stock options and stock appreciation rights; and to adopt such rules and regulations
and to make all other determinations deemed necessary or desirable for administration of the Plan. The
determinations of the Committee in the administration of the Plan shall be conclusive.

3. Eligibility and Participation
The classes of employees eligible to receive stock options and stock appreciation rights under the Plan
are officers and key management employees who shall be selected by the Committee from those Employees

who, in the opinion of the Committee, are in positions which enable them to make significant and important
contributions to the performance and growth of the Company and its subsidiaries.

4. Stock Options

Stock options to purchase full shares of common stock, par value $.20 per share, (the ‘‘Common Stock™”)
of the Company may, at the discretion of the Committee, be incentive stock options (‘‘Incentive Stock
Options’"), as defined in Section 422A of the Code, or non-incentive stock options (‘‘Non-Incentive Stock
Options’’) or both. Incentive Stock Options and Non-Incentive Stock Options are sometimes hereinafter
collectively referred to as ‘‘stock options’’ or ‘‘options.”’

5. Terms and Conditions of Stock Options

(a) Option Price. The option price of Common Stock covered by each stock option shall be determined
_by the Committee but shall not be less than the fair market value of Common Stock, as determined by the
»mmittee, on the date of grant of such stock option.
(b) Term. The term within which each stock option is exercisable shall be for such period as the
Committee may determine, but such term shall not exceed a period of ten (10) years from the date of grant
of an option.



{c) Date of Grant. The date of grant of a stock option shall occur when the granting of the stock option
is authorized by the Committee, or such later date as may be specified by the Committee in such authorization.

{d) Exercise and Payment. The holder of any option may exercise the option or any portion thereof,
subject to the terms and conditions on which the option was granted, by written notice to the Company.
Payment of the option price shall be made in cash or, if approved by the Committee, in shares of Common
Stock having a fair market value equal to the option price, provided that such shares have been owned for
more than six months prior to the tender of such shares in payment.

6. Special Terms and Conditions for Incentive Stock Options

(a) Limit on Exercise. No Incentive Stock Option may be exercised by an Employee while there is
outstanding (within the meaning of Section 422A of the Code) any Incentive Stock Option previously granted
to such Employee by the Company.

(b) Limit on Value of Incentive Stock Options. The aggregate fair market value (determined as of the
time the option is granted) of the Common Stock for which any Employee may be granted an Incentive
Stock Option in any calendar year (under all plans of the Company or any subsidiary which provide for
the granting of Incentive Stock Options) shall not exceed $100,000 plus any unused limit carryover to such
year. Pursuant to the provisions of Section 422A(c)(4) of the Code, if $100,000 exceeds the aggregate fair
market value (determined at the time the option is granted) of the stock for which an Employee was granted
an Incentive Stock Option in any calendar year, one-half of such excess shall be an unused limit carryover
to each of the three succeeding calendar years. The amount of the unused limit carryover from any calendar
year which may be taken into account in any succeeding calendar year shall be the amount of such carryover
reduced by the amount of such carryover which was used in prior calendar years. For purposes of the next
preceding sentence, (i) the amount of Incentive Stock Options granted during any calendar year shall be
treated as first using up the $100,000 limitation, and (ii) then shall be treated as using up unused limit
carryovers to such year in the order of the calendar years in which the carryovers arose.

(c) Tandem Options. No Non-Incentive Stock Options may be issued together with Incentive Stock
Options if the exercise of either option affects the right to exercise the other option.

7. Stock Appreciation Rights

The Committee may also grant stock appreciation rights either separately or in connection with options
granted by the Company under the Plan or otherwise, either at the time such options are granted or subsequent
to such grant. Each stock appreciation right shall entitle the holder to receive from the Company an amount
equal to the excess of the fair market value of one share of Common Stock over the SAR Share Price,
as defined in paragraph 8(a), times the number of shares covered by the stock appreciation right, or portion
thereof, which is exercised. A maximum of 750,000 shares may be covered by stock appreciation rights
granted under the Plan, subject to the adjustments described in paragraph 10.

8. Terms and Conditions of Stock Appreciation Rights

(a) SAR Share Price. The price per share (the ‘**SAR Share Price’’) of the shares covered by any stock
appreciation right, on which basis the appreciation of the shares is measured, shall be determined by the
Committee, but shall not be less than the fair market value of the Common Stock, as determined by the
Committee, on the date of grant of such stock appreciation right.

(b) Term. The term within which a stock appreciation right is exercisable shall be for such period as
the Committee may determine, but such term shall not exceed a period of ten (10) years from the date of
grant of such stock appreciation right.

(c) Date of Grant. The date of grant of a stock appreciation right shall occur when the granting of
the stock appreciation right is authorized by the Committee, or such later date as may be specified by the
Committee in such authorization.
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(d) Exercise and Payment. The holder of any stock appreciation right may exercise the stock appreciation
right or any portion thereof, subject to the terms and conditions on which the stock appreciation right was
granted, by written notice to the Company. Payment shall be made in shares of Common Stock valued
at fair market value or in cash, or partly in shares and partly in cash, all as shall be determined by the
Committee. The fair market value shall be the value determined in accordance with procedures established
by the Committee. No fractional shares will be issued but instead cash will be paid for a fraction or, if
the Committee should so determine, the number of shares shall be rounded downward to the next whole share.

(e) Restrictions. The obligation of the Company to satisfy any stock appreciation right exercised by
a holder who is subject to Section 16 of the Securities Exchange Act of 1934, as amended, shall be conditioned
upon the prior receipt by the Company of an opinion of counsel to the Company that any such satisfaction
will not create an obligation on the part of such holder pursuant to section 16(b) of such Act to relmburse
the Company for any statutory profit which might be held to result from such satisfaction.

() Related Incentive Stock Option. If a stock appreciation right is granted in connection with an Incentive
Stock Option and the exercise of either affects the right to exercise the other, such stock appreciation right
may be exercised only when the related Incentive Stock Option is eligible to be exercised, and the SAR
Share Price shall be at least the option price of the related Incentive Stock Option.

9. Option and Stock Appreciation Right Agreements

Each stock option and stock appreciation right shall be evidenced by a written agreement containing
such terms and conditions, consistent with the provisions of the Plan, as the Committee shall from time
to time determine. Such terms and conditions, at the discretion of the Committee, may include, without
limitation, provisions with respect to the time or times at which the stock option and stock appreciation
right are exercisable, the effect of termination of employment upon right of exercise, the manner of exercise
of such stock option and stock appreciation right, and the payment for Common Stock upon exercise of
a stock option either with other shares of Common Stock or with cash or with both.

10. Adjustments upon Changes in Capitalization

In the event of changes in the Common Stock by reason of stock dividends, split-ups, recapitalizations,
mergers, consolidations, combinations or exchanges of shares and the like, the Committee shall make such
adjustment as it deems appropriate in the maximum number of shares of Common Stock or other shares
which may be issued under the Plan.

11. Termination of Employment

During its term, an option and stock appreciation right may be exercised both while the holder thereof
continues 10 be an Employee and during the three-month period following termination of employment. Such
three-month period shall be one year if the termination of employment is as a result of the disability, within
the meaning of Section 105(d)(4) of the Code, or death of the Employee, but not in excess of the term
of the option or stock appreciation right.

12. Non-Transferability
Options and stock appreciation rights under the Plan shall not be assignable or transferable, or subject

- to encumbrance or charge of any nature, otherwise than by will or the laws of descent and distribution.

A stock option and stock appreciation right may be exercised, during the lifetime of the Employee to whom
such stock option was granted, only by such Employee. In the event of an Employee’s death, the rights
of the Employee under any option or stock appreciation right shall pass by will or by applicable laws of
descent and distribution.
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13. Amendment and Termination

The Board of Directors of the Company may at any time and from time to time amend, suspend or
terminate the Plan in whole or in part; provided, however, that the Board of Directors may not, without
the favorable vote of a majority of the shares of voting stock represented at a meeting of stockholders of
the Company, increase the aggregate number of shares of Common Stock which may be issued under the
Plan, or increase the number of shares which can be covered by stock appreciation rights under the Plan,
or decrease the minimum stock option price set forth in Paragraph 5(a) or the minimum SAR Share Price
set forth in paragraph 8(a), or change the designation of the class of employees eligible to receive Incentive
Stock Options under the Plan, or increase the aggregate fair market value of Common Stock for which
Incentive Stock Options may be granted to an Employee in any calendar year, unless otherwise permitted
by the Code, or increase the maximum term of any option or stock appreciation right. No such amendment,
suspension or termination may, without the consent of the Employee to whom any option or stock appreciation
right shall theretofore have been granted, adversely affect the rights of such Employee under such option
or stock appreciation right.

14. Common Stock Reserved for Plan

The aggregate number of shares of Common Stock which may be issued upon exercise of options and
stock appreciation rights granted under the Plan, and which shall be reserved for purposes of the Plan,
shall be 750,000. Authorized but unissued shares or treasury shares or both may be utilized for purposes
of the Plan. Such number of reserved shares shall be reduced if and to the extent that treasury shares rather
than authorized but unissued shares of Common Stock shall be utilized for purposes of the Plan. If any
stock option shall expire or terminate for any reason without having been exercised in full, the unpurchased
shares under such option shall again become available for purposes of the Plan.

15. Miscellaneous Provisions

(a) Nothing in the Plan or in any stock option or stock appreciation right granted pursuant to the Plan
shall confer on any Employee the right to continue in the employ of the Company or any of its subsidiaries
or affect in any way the right of the Company or any such subsidiary to terminate such Employee’s employment
at any time.

(b) The grant of stock options or stock appreciation rights under the Plan shall not confer upon any
Employee any of the rights of a shareholder until the Employee shall have been issued shares of Common
Stock upon the exercise thereof.

(c) The Company or a subsidiary shall make provisions as it may deem appropriate for the withholding
of taxes which the Company or subsidiary determines it is required to withhold in connection with the grant
or exercise of options or stock appreciation rights under the Plan.

(d) The Company shall not be required to issue or deliver any shares of stock upon the exercise of
an option or stock appreciation right prior to (i) the admission of such shares to listing on any stock exchange
on which the Company’s Common Stock may then be listed, and (ii) the completion of such registration
or other qualification of such shares under any state or federal law, rule or regulation, as the Company
shall determine to be necessary or advisable. The Company shall not be required to issue or deliver any
shares of stock upon the exercise of an option or stock appreciation right free of transfer restrictions, of
any kind or character, imposed under applicable state or federal law, rules or regulations.

16. Effective Date and Termination Date of Plan

The Plan shall be effective as of March 23, 1984, subject to approval thereof by not less than a majority
of the shares of Common Stock represented at the Company’s 1984 annual meeting of stockholders. No
stock option or stock appreciation right shall be granted under the Plan after March 22, 1994.
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Item 1.

PART I

BUSINESS

GENERAL

Republic Airlines, Inc. (the "Company" or "Republic"), was
organized in 1944 under the laws of the State of Wisconsin. The
Company is engaged in one industry segment, the scheduled air
transport of persons, property and mail over a 107,000 mile route
system, and operates approximately 1,300 daily departures to more
than 160 cities in thirty-one states, as well as destinations in
Mexico, Canada and the Cayman Islands in the Caribbean. Republic was
formed in 1979 by the merger of North Central Airlines and Southern
Airways, each of which had operated regional networks since 1948 and
1949, respectively, and acted as feeders for the long haul trunk
carriers servicing major national and international routes. In 1980,
the Company acquired the stock of Hughes Airwest, a regional airline
which served the western United States, Canada and Mexico.

AIRLINE INDUSTRY

Since the passage of the Airline Deregulation Act of 1978 (the
"Deregulation Act"), the airline industry has been characterized by
intense competition. Major routes with high density traffic now
are accessible to almost any carrier, and airlines have been offering
a wide range of schedules, in-flight services and discount fares to
attract passengers in these popular markets. Routes with low or
moderate density traffic have attracted less competition because of
the limited passenger potential, but remain vulnerable to competition
by airlines attempting to enter new markets or to increase their
market shares. Airlines have used discount fares and promotions as
the principal competitive tools to increase market shares. Price
competition has accelerated the efforts of airline management to
reduce operating costs and improve productivity in order to be able
to withstand greater levels of discounting. Efforts to improve
productivity have become particularly important to established air
carriers, which now must compete with new airlines formed to
capitalize on lower labor and equipment costs in serving limited
market segments, as well as with the more efficient, established
airlines.

ROUTE SYSTEM

Republic's route system is based upon a "hub and spoke"
configuration that utilizes the regional route systems historically
developed by North Central Airlines, Southern Airways and Hughes
Airwest in the north central, southeastern and western areas of the
United States, respectively. The regional systems serve small and
medium size cities within the regions through short and intermediate
length hauls (generally less than 300 miles) and feed this traffic to
eight major regional centers which are the hubs of the systems.
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BUSINESS (continued)

Republic provides longer haul service (generally 300 to 2,000 miles)
between the regional systems over "bridge'" routes between the hub
cities and to other major destinations.

The Company's eight hub cities are Atlanta, Chicago, Detroit,
Las Vegas, Memphis, Milwaukee, Minneapolis-St. Paul and Phoenix.
Republic's hub cities together accounted for approximately 48% of
passengers boarded during the year ended December 31, 1982. Based
upon total passengers boarded by Republic and other airlines during
the year ended December 31, 1982, the Company was the leading air
carrier at Detroit, Milwaukee, Phoenix and Memphis; second at
Las Vegas and Minneapolis-St. Paul; third at Atlanta; and fifth at
Chicago. A significant portion of Republic's passengers departing
from its hub cities are connecting passengers from Republic flights
within its regional feeder systems.

Management currently expects that expansion of the Company's
route system will be through establishment of bridge routes to
connect hub cities, further development at regional hubs, and the
addition of intermediate and longer haul routes utilizing traffic
developed by Republic's regional feeder systems. Management does not
currently intend to add other regional systems to its route structure.
As a result of the implementation of new longer haul routes,
Republic's average length of flight segment has increased from 171.3
miles in 1978 to 338.8 miles in 1982, and the average length of
passenger haul has risen from 301.9 miles in 1978 to 510.7 miles in
1982. During 1982, the Company added 36 new routes having an average
length of flight segment of 719 miles.

Along with expanding longer haul service, the Company has
terminated shorter haul service to certain cities with low density
traffic. Republic is permitted to discontinue service at a city on
ninety days' notice to the Civil Aeronautics Board ("CAB"), provided
the city is not thereby deprived of "essential" air transportation.
The CAB may require that service be continued until a suitable
replacement carrier is found for such "essential" air transportation,
but the CAB is required to pay a subsidy to compensate for operating
losses for the continued service. From January 1980 through December
1982, Republic has discontinued service to 36 domestic airports,
including 29 for which Republic received public service revenues.

As of December 31, 1982, Republic had also given notice to the CAB of
its intent to discontinue service to seven additional airports.
serving markets with low density traffic, but continues service under
the "essential" air transportation requirement. The Company has
developed a support program for replacement carriers and for other
commuter airlines to facilitate the Company's ability to discontinue
service to cities with low density traffic. This program, which
includes ground support and computerized reservations services, may
continue to provide feeder traffic to Republic.
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BUSINESS (continued)

On its passenger flights, the Company also provides small
package and cargo transportation services. In addition, the Company
transports mail for the U.S. Postal Service. Republic engages in
limited charter operations which accounted for less than 0.3%7 of
total revenues for the year ended December 31, 1982, compared with
approximately 0.4%Z for the year ended December 31, 1981.

RATES, FARES AND COMPETITION

As. of January 1, 1983 all regulation of fares in domestic
markets terminated. Because of the decline in air travel since 1979
and the resulting over-capacity, fare competition has been intense.
Price competition is greatest on routes with high density traffic,
which are served by several established airlines and by new airlines
offering discounted fares. 1In addition, promotional discounts have
increased as airlines have attempted to gain or retain market shares.
Republic has offered discount and promotional fares to meet competi-
tion, to develop traffic on new routes or to stimulate traffic during
seasonally low traffic periods.

During 1982, Republic instituted a number of special promotions
designed to attract traffic and to increase public awareness of
Republic's service, including the "Kids Fly Free" program, the "Pair
Fare" and special give-away programs when introducing new service.
The Company has also completed a seating reconfiguration program for
a Business Coach class of wider and more luxurious seats. Most of
the Company's aircraft offer the Business Coach class which also
includes other amenities for fares at $10 over regular coach rates
for an introductory period.

The Company pays travel agents who issue tickets on Republic
flights a commission based on a percentage of the ticket price and
additional commissions for special promotions. Because travel agents
are able to exercise discretion over the selection of airlines and
the booking of their customers' flight schedules, Republic considers
the payment of commission rates comparable to its competitors as
necessary to its business. During 1982, approximately 66.2% of the
Company's passenger revenues were derived from tickets issued by
travel agents. This percentage may increase as Republic expands into
longer haul markets to supplement its regional systems.

PUBLIC SERVICE REVENUES

As of December 31, 1982, the Company received Federal funding,
classified as "public service revenues," for providing air service to
airports serving small cities on its route system (including six
airports where Republic is required by the CAB to continue "essential"
air transportation). These cities produce insufficient traffic to
support profitable service. Subject to limitations established by
Congress, the CAB determines the public service revenues necessary to
maintain air transportation to these cities and communitities. 1In
1982, the Company received approximately $18.7 million in public
service revenues.



ITEM 1.

BUSINESE (continued)

A substantial portion of the public service revenue program
under which the Company received funding expired on October 1, 1982.
However, Congress approved an amount of approximately $13.5 million
to extend the programs for ome year to 18 airports where the Company
provides service as well as to certain airports served by other
airlines. Such payments would be made pursuant to rates which were
in effect as of July 1, 1982 for such services, but would be subject
to downward adjustment to the extent necessary to meet the $13.5
million ceiling. The Company anticipates that amounts payable to it
under such an arrangement, while less than it currently receives,
will nevertheless be sufficient to warrant its continuing air service
at the 18 eligible airports through September 30, 1983. No further
funding of this program is expected after fiscal 1983. The extent to
which such services would be continued thereafter without Federal
funding cannot be determined at this time.

As of January 1, 1983, payment of public service revenues to the
Company at any subsidy-eligible airports also will be subject to
termination under another provision of the Deregulation Act which
permits the CAB to terminate eligibility for such payments at an
airport where another airline has demonstrated its ability to provide
substantially better service at substantially lower cost to the
government.

FUEL

During 1982, the Company purchased approximately 917 of its
total aviation fuel requirements under contracts with 15 fuel
suppliers. The balance was purchased at retail as needed or in the
"spot" market where prices may vary above or below contract levels.
The Company's fuel supply contracts generally have one-year terms and
permit the supplier to increase or decrease the price depending on
market conditions. Such contracts also typically permit the Company
to terminate upon notice if it finds a price increase to be unaccept-
able. The principal purpose of entering into such contracts is to
assure sources of supply. Supplies of petroleum products, including
aviation fuel, are currently adequate and, absent a disruption in the
flow of petroleum supplies, management expects there to be an
adequate supply of aviation fuel in the immediate future.

The cost of fuel has become a substantial portion of the
Company's operating costs. The average price per gallon paid by
Republic for aviation fuel increased from 40.3¢ in 1978 to 58.1¢ in
1979, to 89.6¢ in 1980, to $1.036 in 1981 and decreased to $.975 in
1982, due to the increased supply of aviation fuel. Changes in
demand for other petroleum products, including gasoline, petro-
chemicals and home heating oil, as well as the adequacy of refining
capacity and other supply constraints, affect the price and avail-
ability of aviation fuel generally.
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A wholly-owned, unconsolidated subsidiary of the Company,
Republic Energy, Inc., is engaged in limited o0il and gas exploration
and development in the continental United States. Its operations are
not significant to the business of the Company.

REGULATION

CAB Regulation: The extent of regulation of airlines by the
Civil Aeronautics Board has continued to diminish substantially since
adoption of the Airline Deregulation Act of 1978. The status of
such regulation with respect to domestic services is generally as
follows: Entry: The Company may begin service in any city pair
without prior CAB approval. Exit: In general the Company may
suspend service at any point without approval. However, it may be
required to give notice and suspension may be delayed for successive
30 day periods by the CAB where the effect of suspension could be to
deny such point "essential"” air service. Rates: Except for mail
service, the Company's rates are unregulated. Agreements/Mergers/
Antitrust: Agreements among airlines pertaining to travel agents,
interline passengers, settlement of accounts and similar matters,
have traditionally been maintained under grant of antitrust immunity
by the CAB. The CAB has recently voted to reduce such immunity in
certain respects. The CAB's decision is now under review in court
and by Congress. Mergers, acquisitions and interlocking relationships
among air carriers are also subject to CAB approval. Such approval
authority is scheduled to be transferred to the Department of Justice
on January 1, 1985. Consumer Protection: The CAB continues to
regulate such matters as smoking rules, denied boarding compensation,
and baggage liability, and retains supervision over unfair and
deceptive practices. International Services: The Company serves
Canada, Mexico and the Cayman Islands. The amount of competition on
such routes and the rates to be charged are limited by the terms of
international air transport agreements and certain statutory require-
ments and regulations not applicable to domestic transportation.

FAA Regulation. The Federal Aviation Administration ("FAA") has
jurisdiction under the Aviation Act to regulate flight operations
generally, including the licensing of pilots and maintenance
personnel, the establishment of minimum standards for training and
maintenance and the establishment of minimum technical standards for
flight, communications and ground equipment. The FAA's jurisdiction
and functions were largely unaffected by the Deregulation Act.

The FAA employs the air traffic controllers who direct landings
and takeoffs from airports as well as monitor air routes travelled by
commercial aircraft. Following the 1981 strike by the Professional
Air Traffic Controllers Organization, the FAA put into operation an
air traffic control system which reduces and limits flights by a
system of slot allocations to certain high density airports served by
the Company. The slot allocation system is gradually being phased
out as the air traffic control system returns to pre-strike levels.
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BUSINESS (continued)

Environmental Regulations. The FAA is empowered to promulgate
regulations covering aircraft noise. Current noise abatement
regulations require that most aircraft currently operating (including
all of Republic's aircraft except the Convair 580s) comply with
certain standards as most recently amended by the Aviation Safety and
Noise Abatement Act of 1980. To comply with these standards,
Republic will be required to modify all of its DC-9-10s and DC-9-30s
by January 1, 1988, at a cost of approximately $240,000 per aircraft
and spare engines at a cost of approximately $120,000 per engine.

The Company began its retrofit program in 1979 and has completed a
portion of the necessary modifications. The Company estimates it
will have to spend approximately $14 million to complete the retrofit
program. The DC-9-50, DC-9-80 and Boeing 727-200 aircraft operated
by the Company comply with, and the DC~9-80s on order will meet, the
noise standards. A commercial operator purchasing any such aircraft
after January 1, 1983 cannot operate the aircraft in the United
States unless the required modifications have been made which may
affect the Company's ability to sell aircraft that do not comply with
the noise standards.

State legislatures and other governmental bodies, as well as
some airport authorities, have from time to time considered or
adopted noise reduction measures, including limitations on hours of
operation and restrictions on types of aircraft. The Orange
County/Santa Ana/Anaheim, California, airport restricts the type of
aircraft and number of departures serving the airport. Orange County
recently adopted new noise abatement restrictions which would tend to
limit aircraft serving the airport to newer and quieter types, such
as DC-9-80s, within two years. The U.S. Department of Transportation
has encouraged airport authorities to develop noise abatement plans
and to submit them to the FAA for review and adoption of uniform
regulations. Regulations restricting the use of airports or
requiring modifications of equipment or substitution of aircraft,
particularly state or local regulations which may vary in uniformity,
could increase the Company's operating costs.

Other Regulations. The Company is subject to the jurisdiction
of various other regulatory agencies, including the Federal Commu-
nications Commission, which governs the operating of Republic's radio
and communications facilities and the U.S. Postal Service, which
regulates transportation of mail through Republic's system and
related services. Republic's routes and fares between the United
States and Mexico, Canada and the Cayman Islands in the Caribbean are
subject to foreign regulatioms.

FYPLOYEES AND LABOR RELATIONS

As of December 31, 1982, the Company employed 14,426 persons,
substantially all of whom are represented by unions. Management
believes that the Company's employee relations have been good.



ITEM 1.

BUSINESS (continued)

Item 2.

Collective bargaining agreements provide standards for wages,
hours of work, working conditions, settlement of disputes and other
matters with various unions representing the following employees. The
amendable dates for the various agreements are as follows:

Amendable Date of
Collective Bargaining
Employee Unit Agreement

Mechanics and Related Persommel (1) . . . . 6/1/82
Supervisors of Mechanical Personnel . . . . 7/1/83
Flight Superintendents . . . . . . . . . . 11/1/83
Clerical, Office, Fleet and Passenger

Service Employees . . . . « . . . .+ . . . 12/1/83
PilotS.e v v v v s v o o o o « o o o o o o » 1/1/84
Flight Attendants . . . . . . . . . « . . . 1/1/84

(1) At this time, the Company and the IAM are in mediatlon, the
outcome of which cannot be determined.

For information relating to Republic's profit sharing plan and
employee pension plans, see Notes F and H to the Financial Statements
of Republic, incorporated herein by reference, found on pages 19 and
20 of the accompanying Annual Report to Stockholders.

INSURANCE

The Company carries insurance of types customary to the airline
industry and in amounts management deems adequate to protect the
Company and its property. The principal coverages include public
liability, passenger liability, baggage and cargo liability, property
damage, workers' compensation, loss or damage to flight equipment,
and fire insurance on contents of hangars and buildings used by the
Company.

DESCRIPTION OF PROPERTY

FLIGHT EQUIPMENT

Republic has a fleet of intermediate-size jet aircraft,
appropriate to both its regional markets and its longer haul routes.
This fleet allows Republic to allocate its aircraft efficiently among
its various routes according to traffic demand. The Company does not
provide non-stop service in the coast-to-coast markets where larger
capacity aircraft are generally utilized. The following table sets
forth information, as of December 31, 1982, regarding the flight
equipment operated by the Company in scheduled service and the flight
equipment then on order by the Company:



Item 2. DESCRIPTION OF PROPERTY (continued)

Type of Passenger Average Number of Aircraft

tircraft Capacity Age(Yrs) Owned Leased Total On Order
Douglas DC-5-10........ 80-85 15 34 3 37 -
Douglas DC-9-30........ 97 13 53 8 61 -
Douglas DC~-9-50........ 124 3% 16 12 28 -
Douglas DC-9-80........ 145 1 5 1 6 8
Boeing 727-200......... 145 3 15 - 15 -
Convair 580.....cc00000.. 48 28 16 - 16 -

All of aircraft owned by the Company are subject to outstanding
chattel mortgages to secure obligations of the Company including
obligations pursuant to various credit agreements and the Company's
indemnity of tax benefits. For information concerning the Company's
lease obligations, see Note E to the Financial Statements, incor-
porated herein by reference, found on page 19 of the accompanying
Annual Report to Stockholders.

For additional information relating to the eight DC-9-80s on
order, see "Management's Discussion and Analysis" and Note F to the
Financial Statements, incorporated herein by reference, found on
pages 10, 11 and 19 of the Annual Report to Stockholders. The
Company continues to evaluate its fleet needs and may dispose of
older, less efficient aircraft if any aircraft are determined to be
surplus to the Company's requirements. '

All aircraft operated by Republic are maintained in accordance
with procedures zpproved by the FAA. The Company maintains inven-
tories of spare engines, spare parts, accessories and other mainte-
nance supplies sufficient to meet its operating requirements.

GROUND FACILITIES

The Company leases substantially all of its office, maintenance
and terminal buildings from governmental units or authorities under
long-~term lease agreements. The Company's general office is located
at the Minneapolis-St. Paul International Airport. The principal
maintenance bases are located at the airports serving Minneapolis-St.
Paul, Atlanta and Phoenix. The Company also leases significant
office space in Atlanta and in San Mateo, California but is sub-
leasing much of its San Mateo office.

The Company has committed to airport facility expansion programs
in Detroit, Houston, Los Angeles, Milwaukee, New York, Phoenix and
Tucson with an estimated cost of $10 million. These new improvements
will be financed through the issuance of tax-exempt bonds by airport
authorities and by Republic from internally generated funds.
Generally, the Company enters into long-term facility leases which
fund the debt service of the bonds.

10
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Item 2. DESCRIPTION OF PROPERTY (continued)

The Company also owns or leases certain computer equipment,
airport passenger loading bridges, vehicles, baggage handling
equipment, furniture and fixtures which support its airline
operations.

Item 3. LEGAL PROCEEDINGS

Various claims and lawsuits against the Company are pending, but
are either covered by insurance or are the type which are normally
and reasonably foreseeable in view of the nature of the Company's
business. Management believes the total amount of liability which
reasonably may be expected to arise from such claims and lawsuits not
covered by insurance would not have a material adverse effect on the
results of its operations, its financial condition or its business
generally.

Item 4. SUBMISSION OF MATTERS TO A VOTE OF SECURITY HOLDERS

Not applicable,

EXECUTIVE OFFICERS OF THE REGISTRANT

The executive officers of the Registrant as of March 10, 1983, who were
elected at the Board of Directors meeting following the 1982 annual meeting of
stockholders or at a subsequent Board of Directors meeting, are:

Name and Age Title Officer Since
Carr, Hal N., 61 ) Chairman of the Board 1947
Hulse, Frank W., 70 Vice Chairman of the Board 1943
Sweet, Bernard, 59 Vice Chairman of the Board 1950
May, Daniel F., 53 President and Chief Executive 1962

Officer
Altﬁan, Edwin N., 64 Senior Vice President-Operations 1970
Atwood, Dorman W., 61 Senior Vice President- 1979

Maintenance and Engineering

Hubertus, Kenneth L., 54 _ Senior Vice President- 1979
Customer Service

Karnas, George J., 53 Senior Vice President- 1973
Inflight Service

Maxson, A. L., 47 Senior Vice President-Finance . 1966
Moran, David E., 52 Senior Vice President-Marketing 1967
Wallis, G. F., 60 ’ Senior Vice President- . 1965

. Flight Operations

11



PART II

Item 5. MARKET FOR THE REGISTRANT'S COMMON STOCK
AND RELATED SECURITY HOLDER MATTERS

Information required by this item is set forth under Common
Stock Information on page 21 of the accompanying Annual Report to
Stockholders and is incorporated herein by reference.

Item 6. SELECTED FINANCIAL DATA

Information required by this item is set forth under the Five-
Year Summary on page 24 of the accompanying Annual Report to Stock-
holders and is incorporated herein by reference.

Item 7. MANAGEMENT'S DISCUSSION AND ANALYSIS OF FINANCIAL
CONDITION AND RESULTS OF OPERATIONS

Information required by this item is set forth under Management's
Discussion and Analysis on pages 10 and 11 and Effects of Changing
Prices on pages 22 and 23 of the accompanying Annual Report to
Stockholders and is incorporated herein by reference.

Item 8. FINANCIAL STATEMENTS AND SUPPLEMENTARY DATA

Financial Statements appearing on pages 12 through 21 of the
accompanying Annual Report to Stockholders are incorporated herein by
reference.

Quarterly Summaries of Operations appearing on page 21 of the
accompanying Annual Report to Stockholders are incorporated herein by
reference.

Effects of Changing Prices on pages 22 and 23 of the accompanying
Annual Report to Stockholders are incorporated herein by reference.

Item §. DISAGREEMENTS ON ACCOUNTING AND FINANCIAL DISCLOSURES

Not applicable.

PART III
Item 10. DIRECTORS AND EXECUTIVE OFFICERS OF THE REGISTRANT

Information relating to the directors of the Registrant is
contained in its definitive proxy statement dated March 22, 1983 for
the 1983 Annual Meeting of Stockholders and is incorporated herein by
reference. Information relating to the executive officers of the
Registrant is furnished as an unnumbered item in Part I following
Item 4,

13



Item 11.

MANAGEMENT REMUNERATION AND TRANSACTIONS

Item 12.

Information required by this item is set forth in the
Registrant's definitive proxy statement dated March 22, 1983 for the
1983 Annual Meeting of Stockholders and is incorporated herein by
reference.

SECURITY OWNERSHIP OF CERTAIN BENEFICIAL OWNERS AND MANAGEMENT

Item 13.

Information required by this item is set forth in the
Registrant's definitive proxy statement dated March 22, 1983 for the
1983 Annual Meeting of Stockholders and is incorporated herein by
reference. ‘

PART IV

EXHIBITS, FINANCIAL STATEMENT SCHEDULES AND REPORTS ON FORM 8-K

(a)

Annual Report

to Stockholders
1. Financial Statements Page Reference

Consolidated balance sheets at December 31, 12 and 13
1982 and 1981

Consolidated statements of operations for the 14
years ended December 31, 1982, 1981 and 1980

Consolidated statements of changes in financial 15
position for the years ended December 31, 1982,
1981 and 1980

Consolidated statements of changes in stockholders' 16
equity for the years ended December 31, 1982, 1981
and 1980
Notes to financial statements 17-21
Form 10-K
2. Financial Statement Schedules Page Reference
Auditors' Report F-1
Schedules:
Schedule V - Property and Equipment F-2, F-3
Years ended December 31, 1982, 1981 and F-4
and 1980

14



EXECUTIVE OFFICERS OF THE REGISTRANT (continued)

Name and Age

Bordi, John F., 47

Title

Officer Since

Vice President-Computer and

Communications Service 1982
Courtenay, J. Kenneth, 55 Vice President-Regulatory and 1961
Community Affairs
Dingivan, Edward A., 63 Vice President~Federal Affairs 1980
Dow, John P., 52 Vice President-Corporate Affairs 1959
and Secretary
Drechsler, William G., 50 Vice President-Maintenance and 1976
Engineering
Ettel, Joseph W., 36 Vice President-Industrial Relations 1974
Foster, Gramer D., 55 Vice President-Flying 1980
Jackson, Earl D., 55 Vice President-Maintenance and 1980
Technical Service
Mackinnon, W. Howard, 44 Vice President and Treasurer 1978
Meyer, Michael D., 38 Vice President and Controller 1974
Ozkes, William E., 49 Vice President-Marketing 1969
Rubens, Robert G., 59 Staff Vice President 1982
Westberg, Charlotte G., 65 Staff Vice President 1962

All of the executive officers have been officers or employees of the
Registrant or its predecessor companies in capacities substantially equivalent
to their current employment responsibilities for the past five years except for
Edward A. Dingivan and Robert G. Rubens. Mr. Dingivan was Vice President of
National Air Carriers Association (a Charter Carrier Trade Association) for
more than five years prior to joining the Company and Mr. Rubens was a pilot
for more than five years prior to becoming an officer of the Company. Officers
are elected to serve until the Board of Directors meeting following the annual
meeting of stockholders or until their successors are elected.

Additional information for those executive officers who are also directors,
is set forth in the Registrant's definitive proxy statement dated March 22,

1983 for the 1983 Annual Meeting of Stockholders and is incorporated herein by
reference.
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Item 13. EXHIBITS, FINANCIAL STATEMENT SCHEDULES AND REPORTS ON FORM 8-K

(continued)
Form 10-K
2. Financial Statement Schedules (continued) Page Reference
Sche&ule VI - Accumulated Depreciation and F-5 and
Amortization ' F-6
Years ended December 31, 1982, 1981
and 1980
Schedule X -~ Supplementary Income Statement ' F-7
Information ;
Years ended December 31, 1982, 1981
and 1980

All other schedules have been omitted since the required infor-
mation is not present or not present In amounts sufficient to require
submission of the schedule, or because the information required is
included in the financial statements or the notes thereto.

3. Exhibits

3.1

3.2

4.2

10.1

10.2

10.3

Restated Articles of Incorporation of Republic
Airlines, Inc. incorporated herein by reference
to Exhibit 4.4 to the Company's Registration
Statement No. 2-80688.

Bylaws of Republic Airlines, Inc.

The Company's Revolving Credit Agreement

and Amendments thereto through and including
November 30, 1982 incorporated herein by
reference to Exhibit 28.1 to the Company's
Registration Statement No. 2-80688.

Amendment to the Company's Revolving Credit
Agreement dated January 1, 1983.

The Company will furnish to the Commission upon
request certain other instruments related to its
long-term debt. o

The Purchase Agreement DAC 80-11-D dated May 1,
1980 and amendments thereto.

The Purchase Agreement DAC 79-3-D dated June 25,
1979 and amendments thereto.

Employment Agreement between Hal N. Carr. and
Republic Airlines, Inc. dated December 5, 1975
and Amendments thereto dated April 28, 1978 and
October 27, 1978.

15



Item 13. EXHIBITS, FINANCIAL STATEMENT SCHEDULES AND REPORTS ON FORM 8-K

(continued)

3. .  Exhibits (continued)

10.4 Employment Agreement between Bernard Sweet and
Republic Airlines, Inc. dated April 5, 1978 and
Amendment thereto dated October 27, 1978.

10.5 Consulting Agreement between Frank W. Hulse and
Republic Airlines, Inc, dated July 28, 1978,
incorporated herein by reference to Exhibit 6.1 to
the Company's Registration Statement No. 2-62836.

11 Computations of loss per common share.

13 Annual Report to Stockholders. .

22 Subsidiaries of the registrant.

24 Consent of experts.

25 Power of attormey.

28.1 Proxy Statement for the 1983 Annual Meeting of
Stockholders.

28.2 The restated statements of operations of Hughes
Air Corp. for the years ended December 31, 1979
and 1978, incorporated herein by reference to the
Company's Current Report on Form 8-K dated
December 2, 1982.

28.3 Undertakings incorporated by reference into Form
S-8 Registration Statement No. 2-73736.

(b) Reports of Form 8-K

On December 2, 1982, the Registrant filed a Current Report on
Form 8-K to restate the Hughes Air Corp. statements of operations
in accordance with Regulation S-X requirements.
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SIGNATURES

Pursuant to the requirements of Section 13 or 15(d) of the Securities
Exchange Act of 1934, the Registrant has duly caused this report to be signed
on its behalf by the undersigned, thereunto duly authorized.

REPUBLIC AIRLINES, INC.

By

p A

e

R
‘;/"/ / ///4/

Daniel F: May
President and Chief

ecutive Officer

(Principal Executive Officer and Director)
March 29, 1983

Pursuant to the requirements of the Securities Exchange Act of 1834,
this report has been signed below by the following persons on behalf of the
Registrant and in the capacities and on the dates indicated.

b ot f

*
Hal N. Carr Michael D. Meyer v
Chairman of the Board Vice President and Controller
March 29, 1983 (Principal Accounting Officer)
March 29, 1983
* *
Bernard Sweet Cecil A. Beasley, Jr.
Vice Chairman of the Board Director
March 29, 1983 March 29, 1983
* *
Frank W. Hulse Eric Bramley
Vice Chairman of the Board Director -
March 29, 1983 March 29, 1983 -
WA/—\ N

A. L. Maxson

Senior Vice President-Finance
(Principal Financial Officer)
March 29, 1983
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D. F. DeCoursin
Director

March 29, 1983



Alton F. Irby, Jr. Joseph’ E. Rapkin
Director Director
March 29, 1983 March 29, 1983
* *
G. Gunby Jordan Henry M. Ross
Director Director
March 29, 1983 March 29, 1983
* *
John M. Lawrence, III Richard A. Trippeer, Jr.
Director Director
March 29, 1983 March 29, 1983
* *
William R. Lummis Wm. Bew White, Jr.
Director Director
March 29, 1983 March 29, 1983
* *
Morton B. Phillips Kenneth B. Willett
Director Director
March 29, 1983 March 29, 1983
* *
G. Frank Purvis, Jr. Frank M. Young III
Director Director
March 29, 1983 March 29, 1983
*
William E. Rankin
Director

March 29, 1983

*BY s = ///ff/ /

Daniel F. May, Attogfsy-ln-Fact Date: March 29, 1983
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AUDITORS' REPORT

Stockholders and Board of Directors
Republic Airlines, Inc.

We have examined the consolidated balance sheets of Republic Airlimes, Inc. (a
Wisconsin corporation), and its subsidiary as of December 31, 1982 and 1981,
and the consolidated statements of operations, changes in stockholders' equity
and changes in financial position for the years ended December 31, 1982, 1981
and 1980. Our examinations were made in accordance with generally accepted
auditing standards and accordingly included such tests of the accounting
records and such other auditing procedures as we considered necessary in the
circumstances.

In our opinion, the consolidated financial statements referred to above present
fairly the financial position of Republic Airlines, Inc., and its subsidiary at
December 31, 1982 and 1981, and the results of their operations and changes in
their financial position for the years ended December 31, 1982, 1981 and 1980,
in conformity with generally accepted accounting principles applied on a
consistent basis.

In connection with our examinations of the financial statements for the periods

indicated above, we have also examined the schedules listed in Item 13(a)2, and
included herein. 1In our opinion, such schedules present fairly the information

required to be set forth therein.
Ww e 9‘@47_

Alexander Grant & Company

Minneapolis, Minnesota
February 24, 1983
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EXHIBIT 22

REPUBLIC AIRLINES, INC.

SUBSIDIARIES OF THE REGISTRANT

Republic Airlines, Inc.
Minneapolis, Minnesota (A Wisconsin Corporation)

I;s Subsidiaries:

Republic Airlines West, Inc.*
San Francisco, California (A Delaware Corporation)

Republic Energy, Inc.
Bryan, Texas (A Texas Corporation)

Republic Airlines, Inc. (Inactive Nameholder Corporation)
Wilmington, Delaware (A Delaware Corporation)

*Effective December 31, 1982, Republic Airlines West, Inc. adopted a
plan of dissolution whereby all of its assets and liabilities would
transfer to Republic Airlines, Inc.



EXHIBIT 24
AUDITORS' CONSENT

We have issued our report dated February 24, 1983, accompanying the
consolidated financial statements and schedules included in the Annual Report
on Form 10-K of Republic Airlines, Inc. for the year ended December 31, 1982,
We hereby consent to the incorporation by reference of the above mentioned
report in the prospectus dated September 8, 1981, constituting part of the
registration statement on Form S-8 of Republic Airlines, Inc. (File No. 2-73736).

WVM ¢JW%

Alexander Grant & Company

Minneapolis, Minnesota
March 29, 1983



EXHIBIT 28.3

UNDERTAKINGS

(a) The undersigned registrant hereby undertakes:

(1) To file, during any period in which offers or sales are being made, a
post-effective amendment to this registration statement:

(i) To include any prospectus required by section 10(a)(3) of the
Securities Act of 1933;

(ii) To reflect in the prospectus any facts or events arising after
the effective date of the registration statement (or the most recent post-
effective amendment thereof) which, individually or in the aggregate, repre-
sents a fundamental change in the information set forth in the registration
statement;

(iii) To include any material information with respect to the plan of
distribution not previously disclosed in the registration statement or any
material change to such information in the registration statement;

Provided, however, that paragraphs (a)(1l)(i) and (a)(1)(ii) do not apply
if the registration statement is on Form S-3 or Form S$S-8 and the information
required to be included in a post-effective amendment by those paragraphs is
contained in periodic reports filed by the registrant pursuant to section 13 or
section 15(d) of the Securities Exchange Act of 1934 that are incorporated
by reference in the registration statement.

(2) That, for the purpose of determining any liability under the
Securities Act of 1933, each such post-effective amendment shall be deemed to
~ be a new registration statement relating to the securities offered therein, and
the offering of such securities at that time shall be deemed to be the initial
bona fide offering thereof.

(3) To remove from registration by means of a post—effective amendment
any of the securities being registered which remain unsold at the termination
of the offering.

(b) The undersigned registrant hereby undertakes that, for purposes of deter-
mining any liability under the Securities Act of 1933, each filing of the
registrant's annual report pursuant to section 13(a) or section 15(d) of the
Securities Exchange Act of 1934 (and, where applicable, each filing of any
employee benefit plan's annual report pursuant to section 15(d) of the
Securities Exchange Act of 1934) that is incorporated by reference in the
registration statement shall be deemed to be a new registration relating to the
securities offered therein, and the offering of such securities at that time
shall be deemed to be the initial bona fide offering thereof.

(f) Employee plans on Form S-8. .

(1) The undersigned registrant hereby undertakes to delivery or cause to
be delivered with the prospectus to each employee to whom the prospectus is
sent or given a copy of the registrant's annual report to stockholders for its
last fiscal year, unless such employee otherwise has received a copy of such
report, in which case the registrant shall state in the prospectus that it will
promptly furnish, without charge, a copy of such report on written request of
the emplovee. 1If the last fiscal year of the registrant has ended within 120
days prior to the use of the prospectus, the annual report of the registrant
for the preceding,fiscal year may be so delivered, but within such 120 day

period the annual report for the last fiscal year will be furnished to each
such employee.

I



EXHIBIT 28.3 (continued)

(2) The undersigned registrant hereby undertakes to transmit or cause to
be transmitted to all employees participating in the plan who do not otherwise
receive such material as stockholders of the registrant, at the time and in the
manner such material is sent to its stockholders, copies of all reports, proxy
statements and other communications distributed to its stockholders generally.

(3) Where interests in a plan are registered herewith, the undersigned
registrant and plan hereby undertake to transmit or cause to be transmitted
promptly, without charge, to any participant in the plan who makes a written
request, a copy of the then latest annual report of the plan filed pursuant to
section 15(d) of the Securities Exchange Act of 1934 (Form 11-K). If such
report is filed separately on Form 11-K, such form shall be delivered upon
written request. If such report is filed as a part of the registrant's annual
report on Form 10-K, that entire report (excluding exhibits) shall be delivered
upon written request. If such report is filed as a part of the registrant's
annual report to stockholders delivered pursuant to paragraph (1) or (2) of
this undertaking, additional delivery shall not be required.

(i) Insofar as indemnification for liabilities arising under the Securities
Act of 1933 may be permitted to directors, officers and controlling persons of
the registrant pursuant to the foregoing provisions, or otherwise, the regis-
trant has been advised that in the opinion of the Securities and Exchange
Commission such indemmification is against public policy as expressed in the
Act and is, therefore, unenforceable. In the event that a claim for indemni-
fication against such liabilities (other than the payment by the registrant of
expenses incurred or paid by a director, officer or controlling person of the
registrant in the successful defense of any action, sult or proceeding) is
asserted by such director, officer or controlling person in connection with
the securities being registered, the registrant will, unless in the opinion of
its counsel the matter has been settled by controlling precedent, submit to a
court of appropriate jurisdiction the question whether such indemnification by

it is against public policy as expressed in the Act and will be governed by the
final adjudication of such issue.



SECURITIES AND EXCHANGE COMMISSION

WASHINGTON, D.C.

FORM 10-K

DECEMBER 31, 1981
(DATE)

REPUBLIC AIRLINES, INC.
(NAME OF REGISTRANT)




SECURITIES AND EXCHANGE COMMISSION
Washington, D. C. 20549
FORM 10-K

ANNUAL REPORT PURSUANT TO SECTION 13 OR 15(d) OF
THE SECURITIES EXCHANGE ACT OF 1934

For the fiscal year ended December 31, 1981. Commission file number 1-7169

REPUBLIC AIRLINES, INC.

(Exact name of registrant as specified in its charter)

Wisconsin 41-0728838
(State or other jurisdiction of incor- (I.R.S. Employer
poration or organization) Identification No.)
7500 Airline Drive, Minneapolis, Minnesota 55450
(Address of principal executive offices) (Zip Code)
Registrant's telephone number, including area code (612) 726-7411

Securities registered pursuant to Section 12(b) of the Act:

Name of each exchange
Title of each class on which registered

Common Stock ($.20 par value) Mew York Stock Exchange
and Midwest Stock Exchange

Indicate by check mark whether the registrant (1) has filed all reports
required to be filed by Section 13 or 15(d) of the Securities Exchange Act
of 1934 during the preceding 12 months (or for such shorter period that the
registrant was required to f£ile such reports), and (2) has been subject to
such filing requirements for the past 90 days. Yes _X No ___
State the aggregate market value of the voting stock held by non-affiliates
of the registrant. $88,261,000 as of March 11, 1982.

Indicate the number of shares outstanding of each of the issuer's classes of
common stock as of the latest practical date.

Outstanding at March 11, 1982 22,065,262




Documents Incorporated By Reference

Select provisions of the following documents are incorporated by reference
into the Form 10-K:

Part of Form 10-K Into Which

Document . Incorporation By Reference
(1) 1981 Annual Report to Stockholders I, 11
(2) Definitive proxy statement dated 111

March 22, 1982 for the 1982 annual
neeting of stockholders

(Except as expressly incorporated herein
by reference, the foregoing annual report
and proxy statement are not deemed filed
as a part of this report.)



Item 1.

BUSINESS

Item 2.

PART 1

Information required by this item is set forth at the following
pages of the accompanying 1981 Annual Report to Stockholders (here-
after referred to as the Annual Report to Stockholders) and is in-
corporated herein by reference.

Subject

About Republic. .

Building the system .

Building the fleet.
Building the image.
*Inside front cover

DESCRIPTION QF PROP

ERTY

FLIGHT EQUIPMENT PR

OGRAM

Page

*

6
8
10

At December 31, 1981, the Company operated or had on order
Douglas DC~-9 fan jets, Boeing 727 fan jets and Convair 580 prop jets
as indicated in the table below.

Number of Aircraft

Aircraft Seating

Type Capacity Owned
DC~-9-80 147 2
DC-9-50 130 16
DC-9-30 100 53
DC-9-10 80 34
Cv-580 48 16
727-200 145 16

Leased

1

12

On Order

11

Additional information in notes E, F and G set forth in the
Notes to Financial Statements on pages 19 and 20 of the accom-
panying Annual Report to Stockholders is incorporated herein by

reference.



Item 2. DESCRIPTION OF PROPERTY (continued)
OTHER FACILITIES
Information required by this item is set forth at the following
pages of the accompanying Annual Report to Stockholders and is
incorporated herein by reference.
Subject Page
Building the system 6
Note F - Leases 20
Item 3. LEGAL PROCEEDINGS
There are no legal proceedings other than routine litigation
incidental to the Company's business, which are considered not
material, or matters being handled by the Company's insurance
carriers.
Ttem 4. SECURITY OWNERSHIP OF CERTAIN BENEFICIAL OWNERS AND MANAGEMENT
The following table sets forth, as of March 11, 1982, all
persons known by the Company to be the owner, of record or
beneficially, of as much as approximately five percent of the
outstanding Common Stock of the Company, and such ownership by all
officers and directors as a group.
Amount Owned
Beneficially Percent of
Name and Address or of Record Class
Republic Airlines, Inc. Employee 2,586,749 11.72
Stock Ownership Plan
7500 Airline Drive
Minneapolis, MN 55450
Republic Airlines, Inc. Pension Plan 1,445,300 6.55
c/o Northwestern National Bank,
Trust Department
Minneapolis, MN 55402
All officers and directors as a 1,501,654 6.81
group (1)
(1) Does not include shares held by the Republic Airlines, Inc. Employee

Stock Ownership Plan. Messrs. Daniel F. May, a director, President
and Chief Executive Officer, and Walter E. Nielsen, Assistant
Treasurer, serve as Trustees of the plan.



PART I

Item 5. MARKET FOR THE REGISTRANT'S COMMON STOCK
AND RELATED SECURITY HOLDER MATTERS

Information reduired by this item is set forth under Common
Stock Information on page 22 of the accompanying Annual Report to
Stockholders and is incorporated herein by reference.

Item 6. SELECTED FINANCIAL DATA

Information required by this item is set forth under the Five-
Year Summary on page 5 of the accompanving Annual Report to Stock-
holders and is incorporated herein by reference.

Item 7. MANAGEMENT'S DISCUSSION AND ANALYSIS OF FINANCIAL
CONDITION AND RESULTS OF OPERATIONS

Information required by this item is set forth under Financial
Review on pages 2, 3, and 4 and Effects of Changing Prices on pages 23
and 24 of the accompanying Annual Report to Stockholders and is
incorporated herein by reference.

Item 8. FINANCIAL STATEMENTS AND SUPPLEMENTARY DATA

Financial statements appearing on pages l4 through 22 of the
accompanying Annual Report to Stockholders are incorporated herein by
reference.

Quarterly Statements of Operations appearing on page 22 of the
accompanying Annual Report to Stockholders are incorporated herein by
reference.

Effects of Changing Prices on pages 23 and 24 of the accompanying
Annual Report to Stockholders are incorporated herein by reference.

PART IIT
Item 9. DIRECTORS AND EXECUTIVE OFFICERS OF THE REGISTRANT

(a) The directors of the Registrant are:

Information regarding the directors of the Registrant is
contained in its definitive proxy statement dated March 22, 1982 for
the 1982 annual meeting of stockholders and is incorporated herein by
reference.



Ttem 8, DIRECTORS AND EXECUTIVE OFFICERS OF THE REGISTRANT (continued)

(b) The executive officers of the Registrant as of March 11, 1982,
who were elected at the Board of Directors meeting following the
1981 annual meeting of stockholders or at a subsequent Board
of Directors meeting, are:

Name and Age Title Officer Since
Carr, Hal N., 60 Chairman of tﬁe Board 1947
Hulse, Frank W.*, 69 Vice Chairman of the Board 1943
Sweet, Bernard, 58 Vice Chairman of the Board 1950
May, Daniel F., 52 President and Chief Executive 1962

Officer
Atwood, Dorman W., 60 Senior Vice President- 1979

Maintenance and Engineering

Hubertus, Kenneth L., 53 Senior Vice President- 1979
Customer Service

Karnas, George J., 52 Senior Vice President- 1973
Inflight Service

Maxson, A. L.*, 46 Senior Vice President-Finance 1968
Moran, David E., 51 Senior Vice President-Marketing 1967
Wallis, G. F., 59 Senior Vice President- 1965
Flight Operations
Courtenay, J. Kenneth*, 54 Vice President-Route Development 1961
Dingivan, Edward A., 62 Vice President-Federal Affairs 1980
Dow, John P., 51 Vice President and Secretary 1959
Drechsler, William G.*, 49 Vice President-Maintenance and 1976
Engineering
Ettel, Joseph W., 35 Vice President~Industrial Relatiomns 1974
Foster, Gramer D., 54 Vice President-Flying 1980
Jackson, Earl D., 54 Vice President-Maintenance and 1980

Engineering, Atlanta Region
Meyer, Michael D., 37 Vice President and Controller 1974

Oakes, William E.*, 48 Vice President-Marketing 1969



Item 9. DIRECTORS AND EXECUTIVE OFFICERS OF THE REGISTRANT (continued)

Name and Age Title Officer Since
Rubens, Robert G., 58 Staff Vice President 1982
Westberg, Charlotte G., 64 Staff Vice President 1962
Mackinnon, W. Howard¥*, 43 Treasurer 1978

*Former officers of Southern Airways, Inc. or Republic Airlines West, Inc.

Item 10.

All of the executive officers have been officers or employees of
the Registrant [or where indicated, of Southern Airways, Inc. prior
to July 1, 1979 or of Republic Airlines West, Inc. (formerly Hughes
Airwest)], in capacities substantially equivalent to their current
employment responsibilities for the past five years except for
Edward A. Dingivan and Robert G. Rubens. Mr. Dingivan was Vice
President of National Air Carriers Association (a Charter Carrier
Trade Association) for more than five years prior to joining the
Company and Mr. Rubens was a pilot for more than five years prior to
becoming an officer of the Company. Officers are elected to serve
until the Board of Directors meeting following the annual meeting of
stockholders or until their successors are elected.

Additional information for those executive officers who are also
directors, is set forth in the Registrant's definitive proxy statement
dated March 22, 1982 for the 1982 annual meeting of stockholders and
is incorporated herein bv reference.

MANAGEMENT REMUNERATION AND TRANSACTIONS

Item 11.

Information required by this item is set forth in Registrant's
definitive proxy statement dated March 22, 1982 for the 1982 annual
meeting of stockholders and is incorporated herein by reference.

EXHIBITS, FINANCIAL STATEMENT SCHEDULES AND REPORTS ON FORM 8-K

(a) 1. Financial Statements Page Reference

Consolidated balance sheets at December 31, 14
1981 and 1980

Consolidated statements of operations for the 15
years ended December 31, 1981, 1980 and 1979

Consolidated statements of changes in financial 16
position for the years ended December 31, 1981,
1980 and 1979

Consolidated statements of changes in stockholders' 17
equity for the years ended December 31, 1981, 1980
and 1979

Notes to financial statements 18-22

-7-



Item 11. EXHIBITS, FINANCIAL STATEMENT SCHEDULES AND REPORTS ON FORM 8-K (continued)

(a) 2. Financial Statement Schedules

Auditors' Report F-1
Schedules:
Schedule V -~ Property and Equipment F-2, F-3
Years ended December 31, 1981, 1980 and F-4
and 1979
Schedule VI - Accumulated Depreciation and F-5 and
Amortization F-6
Years ended December 31, 1981, 1980
and 1979
Schedule X - Supplementary Income Statement F-7
Information
Years ended December 31, 1981, 1980
and 1979

All other schedules have been omitted since the required infor-
mation is not present or not present in amounts sufficient to require
submission of the schedule, or because the information required is
included in the financial statements or the notes thereto.

The individual financial statements of the Registrant have been
omitted as permitted bv Rule 3-05(1) of Regulation S-X.

(a) 3. Exhibits

Regulation S-K
Exhibit No.

1. Computations of earnings per share for
the years ended December 31, 1981, 1980

and 1979. 11
2. Subsidiaries of the Registrant 22
3. 1981 Annual Report to Stockholders 13

4, Definitive proxy statement dated March 22, 1982.

(b) Reports of Form 8-K

No report on Form 8-K was filed during 1981.



SIGNATURES

Pursuant to the requirements of Section 13 or 15(d) of the
Securities Exchange Act of 1934, the Registrant has duly caused this report to
be signed on its behalf by the undersigned, thereunto duly authorized.

REPUBLIC AIRLINES, INC.

By /s/ Daniel F. May
Daniel F. May
President and Chief Executive Officer
(Principal Executive Officer and Director)
March 29, 1982

Pursuant to the requirements of the Securities Exchange Act of 1934,
this report has been signed below by the following persons on behalf of the
Registrant and in the capacities and on the dates indicated.

Hal N. Carr
Chairman of the Board
March 29, 1982

Bernard Sweet
Vice Chairman of the Board
March 29, 1982

Frank W. Hulse
Vice Chairman of the Board
March 29, 1982

/s/ A. L. Maxson

A. L. Maxson

Senior Vice President-Finance
(Principal Financial Officer)
March 29, 1982




/s/ Michael D. Meyer

Michael D. Meyer
Vice President and Controller
March 29, 1982

Cecil A. Beasley, Jr.
Director
March 29, 1982

Eric Bramley
Director
March 29, 1982

G. F. DeCoursin
Director
March 29, 1982

Alton F. Irby, Jr.
Director
March 29, 1982

G. Gunby Jordan
Director
March 29, 1982

John M. Lawrence, III
Director
March 29, 1982



William R. Lummis
Director
March 29, 1982

Morton B. Phillips
Director
March 29, 1982

G. Frank Purvis, Jr.
Director
March 29, 1982

William E. Rankin
Director
March 29, 1982

Joseph E. Rapkin
Director
March 29, 1982

Henry M. Ross
Director
March 29, 1982

Richard A. Trippeer, Jr.
Director
March 29, 1982

-11-



Wm. Bew White, Jr.
Director
March 29, 1982

Kenneth B. Willett
Director
March 29, 1982

Frank M. Young, III
Director
March 29, 1982

*BY /s/ Daniel F. May

Daniel F. May, Attorney-In-Fact

-12-

Date: March 29,

1982




AUDITORS' REPORT

Stockholders and Board of Directors
Republic Airlines, Inc.

We have examined the consolidated balance sheets of Republic Airlines, Inc. (a
Wisconsin corporation), and its subsidiary as of December 31, 1981 and 1980,
and the consolidated statements of operations, changes in stockholders' equity
and changes in financial position for the years ended December 31, 1981, 1980
and 1979. Our examinations were made in accordance with generally accepted
auditing standards and accordingly included such tests of the accounting
records and such other auditing procedures as we considered necessary in the
circumstances.

The accompanying consolidated financial statements have been prepared on a
going concern basis, which contemplates the realization of assets and the
satisfaction of liabilities in the normal course of business but, as discussed
in Note B, certain eventualities could cause the company to be unable to
continue in business. Also, as discussed in Note G, an additional uncertainty
has arisen because the company has been unable to meet the delivery terms of
its aircraft purchase commitments and is negotiating a revision of such
commitments. The consolidated financial statements do not include any
adjustments relating to losses which may be incurred as a result of these
purchase commitments or to the realization of the carrying value of assets or
the amount and classification of liabilities that might be necessary should
the company be unable to continue in the normal course of business.

In our opinion, subject to the effects on the 1981 consolidated financial
statements of such adjustments, if any, as might have been required had the
outcome of the uncertainties referred to in the preceding paragraph been
known, the consolidated financial statements referred to above present fairly
the financial position of Republic Airlines, Inc., and its subsidiary at
December 31, 1981 and 1980, and - the results of their operations and changes in
their financial position for the years ended December 31, 1981, 1980 and 1979,
in conformity with generally accepted accounting principles applied on a
consistent basis.

In connection with our examinations of the financial statements for the
periods indicated above, we have also examined the schedules listed in Item
11(a)2, and included herein. In our opinion, subject to the effects on the
1981 consolidated financial statements of such adjustments, if any, as might
have been required had the outcome of the uncertainties referred to above been
known, such schedules present fairly the information required to be set forth
therein.

Alexander Grant & Company

Minneapolis, Minnesota
February 26, 1982
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EXHIBIT 2

REPUBLIC AIRLINES, INC.

SUBSIDIARIES OF THE REGISTRANT

Republic Airlines, Inc.
Minneapolis, Minnesota (A Wisconsin Corporation)
Its Subsidiaries:

Republic Airlines West, Inc.
San Francisco, California (A Delaware Corporation)

Republic Energy, Inc.
Bryan, Texas (A Texas Corporation)

Republic Airlines, Inc. (Inactive Nameholder Corporation)
Wilmington, Delaware (A Delaware Corporation)



(ANNUAL REPORT OMITTED)



REPUBLIC AIRLINES, INC.
7500 Airline Drive
Minneapolis, Minnesota 55450

NOTICE OF ANNUAL MEETING OF STOCKHOLDERS
April 28, 1982

To THE STOCKHOLDERS OF REPUBLIC AIRLINES, INC.:

Please take notice that the Annual Meeting of Stockholders of Republic
Airlines, Inc. will be held, pursuant to due call by the Board of Directors of
the Company, at the Wausau Club, 309 McClellan Street, Wausau,
Wisconsin, on Wednesday, April 28, 1982, at 10:30 a.m., or at any
adjournment or adjournments thereof, for the purpose of considering and
taking appropriate action with respect to the following:

1. Electing directors.

2. Transacting such other business as may properly come before the
meeting.

Pursuant to due action of the Board of Directors, stockholders of record
on March 11, 1982 will be entitled to vote at the meeting or any
adjournment or adjournments thereof.

YOU ARE REQUESTED TO READ CAREFULLY THE ATTACHED
PROXY STATEMENT. YOU ARE URGED TO SIGN AND RETURN THE
ENCLOSED CARD AUTHORIZING REPRESENTATIVES OF THE
PRESENT BOARD OF DIRECTORS OF THE COMPANY TO VOTE FOR
YOU AT THE MEETING.

By Order of the Board of Directors
REPUBLIC AIRLINES, INC.
John P. Dow

Vice President and Secretary
March 22, 1982



» Proxy Statement
of
REPUBLIC AIRLINES, INC.
Annual Meeting of Stockholders to be Held
| J April 28, 1982

PROXIES AND VOTING

This Proxy Statement is furnished in connection with the solicitation of proxies by the
9  Board of Directors of Republic Airlines, Inc. (the “Company”) to be used at the Annual Meeting
of Stockholders of the Company to be held April 28, 1982. Each stockholder who signs and
returns a proxy in the form enclosed with this Proxy Statement may revoke the same at any
time prior to its use by giving notice of such revocation to the Company in writing or in open
meeting. Unless so revoked, the shares represented by each such proxy will be voted at the
meeting and at any adjournment thereof. Presence at the meeting of a stockholder who has

) signed a proxy does not alone revoke that proxy.

The executive offices of the Company are located at 7500 Airline Drive, Minneapolis,
Minnesota 55450. This Proxy Statement and the accompanying proxy are to be first mailed to |
stockholders on or about March 22, 1982. i

Only stockholders of record at the close of business on March 11, 1982 will be entitled to
) vote at the meeting or any adjournment thereof. On such date there were outstanding

22,065,262 shares of Common Stock, $.20 par value per share, each of which shares is entitled
to one vote.

SECURITY OWNERSHIP

The following table sets forth, as of the record date, all persons known by the Company to
be the owner, of record or beneficially, of as much as approximately five percent of the out-
standing Common Stock of the Company, and such ownership by all officers and directors as a

group.
Amount Owned
Beneficially Percent of
Name and Address or of Record Class
, Republic Airlines, Inc. Employee 2,586,749 11.72

Stock Ownership Plan
7500 Airline Drive
Minneapolis, MN 55450

Republic Airlines, Inc. Pension Plan 1,445,300 6.55
“™\ Northwestern National Bank,
Trust Department
Minneapolis, MN 55402

All officers and directors as a group (1) 1,501,654 6.81




(1) Does not include shares held by the Republic Airlines, Inc. Employee Stock Ownership Plan. Messrs. Daniel F.
May, a director, President and Chief Executive Officer, and Walter E. Nielsen, Assistant Treasurer, serve as

Trustees of the Plan.

Name and Age of
Nominee

ELECTION OF DIRECTORS

Twenty (20) directors are to be elected at the meeting, each director to hold office until the

next annual meeting of stockholders or until his successor is elected and qualified. All of the
" persons listed below are now serving as directors of the Company. The Board of Directors
proposes for election to the Board of Directors the nominees listed below:

Principal Occupation and
Directorships in Public Companies

Director
Since

Shares
Beneficially
Owned as of

March 11, 1982

Percent
of
Class

Beasley, Cecil A, Jr., 69
Bramley, Eric,** 65

Carr, Hal N.,* 60

DeCoursin, G. F.,* 68

Hulse, Frank W.,* 69

Irby, Alton F., Jr., 69

Jordan, G. Gunby, 66

Lawrence, John M. III, 60

Lummis, Wm. R, 53

—

. 4y, Daniel F..* 52

Partner — Ballard & Beasley, attor-
neys.

Retired Editor, Aviation Daily (avia-
tion industry news service).

Chairman of the Board of the Company.
Mr. Carr is a director of Dahlberg
Electronics, Inc.

Chairman of the Board, April Graphics,
Inc. (commercial graphic arts).

Vice Chairman of the Board of the
Company. Mr. Hulse is a director of
Fuqua Industries, Inc.; and Ameri-
can Fidelity Insurance Company.

Insurance Consultant and Investments.
Mr. Irby is a director of Southeastern
Capital Corporation.

Chairman of the Board, The Jordan
Company (construction). Mr. Jordan is a
director of Columbus Bank and Trust
Bancshares, Inc.; Gas Light Co. of
Columbus; and Utica Mutual Insur-
ance Co.

Partner — Lawrence, Thornton, Payne
& Watson, attorneys. Mr. Lawrence is
a director of First Bank & Trust; and
Brazos Broadcasting Company.

Chairman of the Board, Summa Corpo-
ration (real estate investments, avia-
tion, hotels and recreation). Mr.
Lummis is a director of Texas American
Bancshares, Inc.

President and Chief Executive Of-
ficer of the Company. Mr. May is a
director of Summit State Bank of
Bloomington.

1979

1976

1952

1944

1979

1979

1979

1975

1980

1980

102,762

1,000

219,492(1)

50,000

359,060(2)

101,089

99,312(2)

2,200

—(3)

36,138(1)(2)

0.47

0.99

0.23

1.63

0.46

0.45

0.01

0.16

s



Shares

o Beneficially Percent
Name and Age of Principal Occupation and Director Owned as of of

Nominee Directorships in Public Companies  Since March 11, 1982 Class

Phillips, Morton B., 63 Chairman of the Board, Westland Capi- 1966 4,345(2) 0.02
tal Corporation (business invest-
ments).

Purvis, G. Frank, Jr.,** 67 Chairman of the Board, Pan American 1979 18,480(2) 0.08
- Life Insurance Company. Mr. Purvis is

a director of South Central Bell Tele-

phone Company; and First Commerce

Corporation.

Rankin, Wm. E., 59 President of Summa Corporation (real 1980 —(3) —
estate investments, aviation, hotels
and recreation).

Rapkin, Joseph E., 74 Partner — Foley & Lardner, attorneys. 1965 2,100 0.01
Mr. Rapkin is a director of Jack Winter,
Inc.; Marcus Corporation; and Realist,
Inc.

Ross, Henry M. ** 54 President, Ross Industries, Inc. (ma- 1975 1,000 —
chinery manufacturer). Mr. Ross is a
director of Fauquier National Bank; and
Greater Washington Investors, Inc.

Sweet, Bernard,* 58 Vice Chairman of the Board of the Com- 1969 66,419(1) 0.30
pany. Mr. Sweet is a director of G & K
Services, Inc.; and S. E. Rykoff & Co.

Trippeer, Richard A.,Jr.,42 President and director of Union Plant- 1979 159,748(4) 0.72
ers National Bank. Mr. Trippeer is a
director of Union Planters Corporation.

White, Wm. Bew, Jr.,* 62 Partner — Bradley, Arant, Rose & 1979 39,439 0.18
White, attorneys. Mr. White is a
director of Avondale Mills.

Willett, Kenneth B.,* 80 Chairman of the Board, First Financial 1954 42,000 0.19
Savings and Loan Assn.
Young, Frank M. III, 40 Partner — North Haskell Slaughter 1979 28,185(5) 0.13

Young & Lewis, attorneys.

*Member of the Executive Committee
** Member of the Audit Committee

(1) Includes for Messrs. Carr, Sweet and May 16,834, 16,619 and 11,626 shares, respectively, held by the Company’s
Employee Stock Ownership Plan and Trust for the benefit of such persons.

(2) Does not include the following shares owned by Spouses: 21,193 by Mrs. Hulse, 346 by Mrs. Jordan, 900 by Mrs.
May, 2,000 by Mrs. Phillips and 630 by Mrs. Purvis.

(3) Does not include 966,666 shares into which the debenture owned by Summa Corporation, of which Messrs.
Lummis and Rankin are directors and officers, is convertible.

(4" cludes 48,183 shares in a trust, the sole beneficiary of which is Mr. Trippeer and the trustee is Union Planters
.«ational Bank of which Mr. Trippeer is a director.

{5) Mr. Young is the son-in-law of Frank W. Hulse. Does not include 31,815 shares owned by Spouse and 46,540
shares held as trustee for the benefit of Mr. Young’s minor children.



Each of such nominees has been engaged in the principal occupation set forth above for
more than the last five years except for Mr. Sweet, who, prior to October, 1980, was President
and Chief Executive Officer of the Company; Mr. May, who was elected President in October,
1980 and Chief Executive Officer in February 1982, and prior thereto was an executive officer
of the Company; Mr. Hulse, who, prior to July, 1979, was Chairman and Chief Executive
Officer of Southern Airways, Inc.; Mr. DeCoursin, who, prior to March, 1979, was Senior Vice
President of Stange Co. (manufacturer and distributor of food products); and Mr. Irby, who,
““irior to January, 1981, was Chairman of the Board of Fred S. James & Company of Georgia
(insurance agents, counselors).

The information contained in the foregoing footnotes is for explanatory purposes only, and
certain persons disclaim beneficial ownership of shares designated as owned by or held in a
trust for any other persons, including family members, of which such person is a trustee, or by
a corporation of which such person is a director, officer or shareholder.

All shares represented by proxies will be voted for the election of the foregoing nominees
who have indicated a willingness to serve, if elected; provided, however, that if any such
nominee should withdraw or otherwise become unavailable for reasons not presently known,
such shares may be voted for another person in place of such nominee, in accordance with the
best judgment of the persons named in the proxy.

REMUNERATION OF DIRECTORS AND OFFICERS

The following information relates to each of the five most highly compensated executive
officers or directors of the Company as to whom the total remuneration for the past fiscal year
exceeded $50,000, and as to all officers and directors as a group.

Cash and Cash Equivalent
Forms of Remuneration (8)(10)

Securities or
Property, Insurance
Salaries and Benefits or Reim-

Name of Individual or Identity of Group Directors’ bursement, Personal
and Capacity in which Remuneration Received Fees (1) Benefits (2)(3)(4)

Hal N. Carr, Chairman of the Board (5) $ 257,683(6) $ 12,862
Bernard Sweet, Vice Chairman of the Board (5) 233,100(7) 29,015
Daniel F. May, President and Director (5) 159,350 21,378
G. F. Wallis, Senior Vice President-Flight

Operations 95,580 21,474
A. L. Maxson, Senior Vice President-Finance 68,853 18,054
All officers and directors as a group (included 43

persons at December 31, 1981) 2,202,948(9) 302,548

—

»



1

~—

(3

(4)

{6)

(6)

(N

(8)

(9)

(10)

Includes directors’ fees at the rate of $750 for each Board and committee meeting of the Company, Republic
Airlines West, Inc. or Republic Energy, Inc. attended. The directors’ fees were reduced by 10% to $675 effective

November 1, 1981, in connection with a 10% management pay reduction applicable to directors’ fees and officers’
salaries.

The Company has adopted an Employee Stock Ownership Plan and Trust for eligible employees of the Company.
The amount contributed to the Trust under this Plan during 1981 was $5,100,000. Included in the foregoing table
are the amounts distributed in 1981 to the accounts of such individuals.

Includes with respect to certain officers the difference between the acquisition price and market value on the date
of exercise of shares acquired pursuant to the Company’s stock option plan.

Includes amounts received under the officers’ medical reimbursement plan pursuant to which the Company
reimburses officers for medical expenses not covered by the Company’s medical insurance plan for salaried and
management employees.

Mr. Carr is also the Chairman of the Board of Republic Airlines West, Inc. (formerly Hughes Air Corp. d/b/a
Hughes Airwest) and of Republic Energy, Inc., both of which are subsidiaries of the Company. Mr. Sweet is the
Vice Chairman of the Board of Directors of Republic Airlines West, Inc. and Republic Energy, Inc. Mr. May is a
director of Republic Airlines West, Inc. and is a director and Treasurer of Republic Energy, Inc.

The Company has an agreement with Hal N. Carr dated December 5, 1975, and subsequently amended, provid-
ing for his continued employment in a full-time capacity as a management executive of the Company until April
7. 1986, at an annual salary of not less than $200,000. The agreement also provides for certain salary continua-
tion payments in the event of the death or disability of Mr. Carr. Mr. Carr is entitled to participate in other
employee benefits provided by the Company generally for its employees.

The Company has an agreement with Bernard Sweet dated April 5, 1978, and subsequently amended, providing
for his continued employment in a full-time capacity as a management executive of the Company until April 5,
1983, at an annual salary of not less than $200,000. The agreement also provides for certain salary continuation
payments in the event of the death or disability of Mr. Sweet. Mr. Sweet is entitled to participate in other
employee benefits provided by the Company generally for its employees.

The Company maintains a plan for salaried officers pursuant to which death or retirement benefits (funded by
insurance) ranging in amounts from $100,000 to $300,000 are paid by the Company to the officer or to the estate
or designated beneficiary upon such person’s death. Amounts payable under this plan are reduced by the
amounts otherwise payable under the group term life insurance plan maintained generally for employees of the
Company.

The Company has an agreement with Frank W. Hulse, dated July 28, 1978, providing for his continued engage-
ment by the Company as an independent consultant until July 1, 1984, at a rate of compensation of $125,000 per
annum for the first year with annual increases of $5,000 each year thereafter. This agreement also provides for
continuation of certain payments in the event of Mr. Hulse’s death or disability. Mr. Hulse is entitled to
participate in other health insurance plans afforded to officers of the Company during the term of this agreement
and thereafter on the same basis as other retired employees of the Company. Such amounts are not included in
the foregoing table.

Retirement benefits are provided under a Salaried Employees Retirement Benefit Plan to all salaried employees
not covered under any of the Company’s other pension plans. Except for two officers, who are entitled to
retirement benefits under a retirement plan for pilots which has been in effect throughout the period covered in
the table, all officers are eligible under the Plan. Benefits under the Plan are based on a benefit formula providing
60% of a participant’s Final Average Earnings less 50% of primary Social Security benefits and proportionately
reduced for years of service less than 25 years. Final Average Earnings are the participant’s five consecutive
calendar year earnings in the 15 years prior to retirement which produce the highest average. Since the Com-
pany’s annual contribution to the Plan with respect to an individual person is not and cannot readily be
separately or individually calculated by the Plan’s actuaries, the foregoing table does not include any remunera-
tion attributable to such Plan. The table below sets forth the estimated annual benefits payable upon retirement
at age 65 under the Plan for specified remuneration and years of service classifications.

During 1981, the Company amended the Salaried Employees Retirement Benefit Plan to provide a special early
retirement benefit payable to Plan participants over age 55 who elected to retire between October 1, 1981 and
December 31, 1981. The amount of pension payable was determined under the regular normal retirement benefit
formula outlined above but based on the assumption that the participant had continued to work until age 65 at

5



the rate of pay in effect at the time of retirement. The table below is representative of the benefits payable under
this formula commencing at the participant’s actual retirement age. In addition to these amounts, an annual
supplement of $7,200 payable until age 65 was also provided to these participants under this special provision.
Approximately 300 employees, which includes five officers, took early retirement.

Annual Estimated Annual Retirement Benefits
Remuneration 15 Years 25 Years
$ 50,000 $ 15,960 $ 26,600
80,000 26,760 44,600
110,000 37,560 62,600
300,000 105,960 124,500(a)

The years of credited service under the Plan for Messrs. Carr, Sweet, May and Maxson are 27, 33, 25 and 15,
respectively. Mr. Wallis is covered under a retirement plan for pilots and has 32 years of credited service under
that plan.

{a) As required by the Employee Retirement Income Security Act of 1974, annual retirement benefits payable
with respect to these employees cannot exceed $124,500 for 1981 (as adjusted annually by regulation for cost
of living increases).

The following tabulation shows as to certain officers and directors and as to all officers and
directors as a group the amount of shares acquired by such persons since January 1, 1981,
pursuant to exercise of options. All options granted were intended to be qualified stock options
and were granted at a price equal to 100% of the market value of the Company’s shares on the
date of grant. All options were either exercised or expired in 1981 and no additional options
are issuable under this plan.

Unexercised at

Exercised January 1, 1981 to March 11, 1982 March 11, 1982
Aggregate
Market Value Average
Number of Aggregate on Date Number of Option Price
Name Shares Option Price Exercised Shares Per Share
Bernard Sweet 3,900 $ 15,113 $ 31,200 0 —
Daniel F. May 1,950 7,556 15,600 0 —
G. F. Wallis 1,950 7,556 15,844 0 —
All officers and
directors as a
group (including
those named above) 13,675 52,991 110,931 0 -
6



CERTAIN TRANSACTIONS

During the third quarter of 1981, a “stock for pay” plan was available to all employees of
the Company whereby each employee could utilize fifteen percent of one month’s salary to
purchase shares of Common Stock of the Company at the then current market price. Officers of
the Company participated in this plan. Approximately 709,000 shares were issued under this
plan for $4.3 million. On April 7, 1981, Mr. Hulse, Vice Chairman of the Company, sold
warrants equivalent to 17,499 shares of the Company’s Common Stock at a price of $11.06 per
warrant to the Company’s Employee Stock Ownership Plan. Such price after conversion was
equal to the opening price of the Company’s stock on the New York Stock Exchange on such
date. MPG Investment Company, in which Mr. May has an equity interest, leased on a month
to month basis certain temporary warehouse space to the Company and received approximate-
ly $40,000 of rental during 1981.

During the past two years, the law firms of Ballard & Beasley, of which Cecil A. Beasley,
Jr., a director of the Company, is a partner; Bradley, Arant, Rose & White, of which Wm. Bew
White, Jr., a director of the Company, is a partner; and Lawrence, Thornton, Payne & Watson,
of which John M. Lawrence III, a director of the Company, is a partner, have rendered legal
services to the Company.

PROPOSALS OF STOCKHOLDERS

All proposals of stockholders intended to be presented at the 1983 annual meeting of
stockholders of the Company pursuant to the Securities Exchange Act of 1934 must be re-
ceived by the Company at its executive offices on or before December 22, 1982.

OTHER MATTERS
Committees of the Board of Directors

The Company’s Audit Committee, consisting of Messrs. Bramley, Purvis and Ross, held
four meetings during 1981. The Audit Committee recommends to the full Board the engage-
ment of the independent accountants; reviews the audit plan and results of the audit en-
gagement; reviews the independence of the auditors; and reviews the adequacy of the Com-
pany’s system of internal accounting controls. The Executive Committee, consisting of Messrs.
Carr, DeCoursin, Hulse, May, Sweet, White and Willett, held seven meetings during 1981.
Functions performed by the Executive Committee include recommending to the full Board the
amount of compensation for officers and other management personnel. The Company does not
have a Nominating Committee. The Board of Directors held four meetings during 1981. All
directors attended at least 75% of the Board of Directors meetings and meetings of the commit-
tees of the Board on which they serve, except Mr. White, who attended three of the four
Directors meetings and five of the seven Executive Committee meetings.

—



Independent Accountants

Alexander Grant & Company have been the independent certified public accountants for
the Company since 1947 and have been selected by the Board of Directors as the accountants
for 1982. Representatives of Alexander Grant & Company will attend the Annual Meeting of
Stockholders with the opportunity to make a statement if they desire to do so and will be
available to respond to questions.

““licitation

The cost of preparing, assembling and mailing this proxy statement, the notice, form of
proxy, annual report and other material which may be sent to the stockholders will be borne
by the Company. The management has made no arrangement to solicit proxies for the meeting
other than by use of mails, except that some solicitation may be made by telegraph, telephone,
or personal calls by officers or regular employees of the Company. The Company will, upon
request, reimburse brokers and other persons holding shares for the benefit of others in
accordance with the rates approved by the New York Stock Exchange for their expenses in
forwarding proxies and accompanying material and in obtaining authorization from beneficial
owners of the Company’s stock to give proxies.

The Board of Directors knows of no other matters to be brought before the Annual Meet-
ing. However, if other matters should come before the meeting, it is the intention of each
person named in the proxy to vote such proxy in accordance with his judgment on such
matters.

By Order of the Board of Directors
John P. Dow
Vice President and Secretary

o
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SECURITIES AND EXCHANGE COMMISSION
Washington, D. C.
20549
FORM 10-K

ANNUAL REPORT PURSUANT TO SECTION 13 OR 15 (d) OF
THE SECURITIES EXCHANGE ACT OF 1934

For the fiscal year ended December 3!, 1980 Commission file number 1-7169

REPUBLIC AIRLINES, INC.
(Exact name of registrant as specified in its charter)

Wisconsin 41-0728838

(State or other jurisdiction of incor- (I.R.S. Employer
poration or organization) Identification No.)

7500 Airline Drive, Minneapolis, Minnesota 55450
(Address of principal executive offices) (Zip Code)

Registrant's telephone number, including area code (612) 726-7411

Securities registered pursuant to Section 12(b) of the Act:

Name of each exchange
Title of each class on which registered

Common Stock ($.20 par value) New York Stock Exchange
and Midwest Stock Exchange

Securities registered pursuant to Section 12(g) of the Act:

Title of class

Warrants to. purchase Common Stock ($.20 par value)

Indicate by check mark whether the registrant (1) has filed all reports
required to be filed by Section 13 or 15(d) of the Securities Exchange Act
of 1934 during the preceding 12 months (or for such shorter period that the
registrant was required to file such reports), and (2) has been subject to
such filing requirements for the past 90 days. Yes X No

State the aggregate market value of the voting stock held by non-affiliates
of the registrant. $139,140,000 as of March 5, 1981.

Indicate the number of shares outstanding of each of the issuer's classes of
common stock as of the latest practical date.

Qutstanding at March 5, 1981 21,002,214




Documents Incorporated By Reference

Select provisions of the following documents are incorporated by reference into
the Form 10-K:

Part of Form 10-K Into Which

Document Incorporated By Reference
(1) 1980 Annual Report to Stockholders I, II

(2) Definitive proxy statement dated March 17, 1981 III
for the 1981 annual meeting of
stockholders

(Except as expressly incorporated herein by
reference, the foregoing annual report and
proxy statement are not deemed filed as a
part of this report.)



PART 1

Item 1. BUSINESS

Information required by this item is set forth at the following
pages of the accompanying 1980 Annual Report to Stockholders (here-
after referred to as the Annual Report to Stockholders) and is in-
corporated herein by reference.

Subject Page

About Republic. + ¢« & &« &« & ¢« ¢ o & 1
Traffic growth and performance. . « « ¢ « o & 6
New facilities and services . +« + « o« « & 7
Environmental and social programs « « « « o ¢ o o » o 8
Communications. « + « ¢ s ¢ ¢ = « » 9
Jet fuel outlook. « & ¢ ¢ ¢ ¢ ¢ o ¢ o o 10
Fleet development « « « o o o s o o o o
Route development « « o« o o o o ¢ o o o »

Item 2. DESCRIPTION OF PROPERTY
FLIGHT EQUIPMENT PROGRAM
At December 31, 1980, the Company operated or had on order -

Douglas DC~9 fan jets, Boeing 727 fan jets and Convair 580 prop
jets as indicated in the table below.

Aircraft Seating Number of Aircraft
Type Capacity Owned Leased On Order

DC-9-80 147 | - . - 14
DC-9-50 - 130 15 11 2
DC-9-30 100 46 13 -
DC-9-10 80 35 3 -
Ccv-580 48 21 - -
727-200 145 10 - 3

Additional information in notes D, E and F set forth in the Notes
to Financial Statements on pages 21 through 22 of the accompanying
Annual Report to Stockholders is incorporated herein by reference.



Item 2. DESCRIPTION OF PROPERTY (continued)
OTHER FACILITIES
Information required by this item is set forth at the following
pages of the accompanying Annual Report to Stockholders and is in-
corporated herein by reference.
Subject Page
New facilities and services . 7
Note E - Leases 22
Item 3. LEGAL PROCEEDINGS
There are no legal proceedings other than routine litigation
incidental to the company's business, which are considered not
material, or matters being handled by the company's insurance
carriers.
Item 4. SECURITY OWNERSHIP OF CERTAIN BENEFICIAL OWNERS AND MANAGEMENT
The following table sets forth, as of the record date, all
persons known by the Company to be the owner, of record or
beneficially, of as much as approximately five percent of the
outstanding Common Stock of the Company, and such ownership by
all officers and directors as a group.
Amount Owned
Beneficially Percent of
Name and Address . or of Record Class
Republic Airlines, Inc. Employee 2,711,797 . 12.91
Stock Ownership Plan
7500 Airline Drive
Minneapolis, MN 55450
Republic Airlines, Inc. Pension Plan 1,236,800 5.89
¢/o Northwestern National Bank,
Trust Department
Minneapolis, MN 55402
All officers and directors as a 1,787,375 8.47
group (1)
(1) For the purpose of this calculation, all shares of Common Stock

issuable upon exercise of outstanding options or warrants held by
such officers and directors (an aggregate of 99,991 shares) are
deemed to be issued and outstanding. Does not include shares held
by the Republic Airlines, Inc. Employee Stock Ownership Plan.
Messrs. Daniel F. May, a Director and President, and Gowan Miller,
Vice President-Industrial Relations, serve as Trustees of the Plan.



PART II

Item 5. MARKET FOR THE REGISTRANT'S COMMON STOCK
AND RELATED SECURITY HOLDER MATTERS

Information required by this item is set forth under Common Stock
Information on page 26 of the accompanying Annual Report to Stock-
holders and is incorporated herein by reference.

Item 6. SELECTED FINANCIAL DATA

Information required by this item is set forth under the Five-Year
Summary on page 25 of the accompanying Annual Report to Stockholders
and is incorporated herein by reference.

Item 7. MANAGEMENT'S DISCUSSION AND ANALYSIS OF FINANCIAL
CONDITION AND RESULTS OF OPERATIONS

Information required by this item is set forth under Financial
Review on pages 4 and 5, Jet fuel outlook on page 10 and Effects of
Changing Prices on pages 27 and 28 of the accompanying Annual Report
to Stockholders and is incorporated herein by reference.

Item 8. FINANCIAL STATEMENTS AND SUPPLEMENTARY DATA

Financial statements appearing on pages 16 through 24 of the
accompanying Annual Report to Stockholders are incorporated herein
by reference.

Quarterly Statements of Operations appearing on page 26 of the
accompanying Annual Report to Stockholders are incorporated herein
by reference.

Effects of Changing Prices on pages 27 and 28 of the accompanying:
Anniual Report to Stockholders are incorporated herein by reference.

PART III

Item 9. DIRECTORS AND EXECUTIVE OFFICERS OF THE REGISTRANT

(a) The directors of the Registrant are:

. Principal Occupation and
Name and Age Directorships in Public Companies Director Since

Miles, Théodore R., 57 President and director of Stange , 1966
Co. (food products)



Item 9.

Information regarding the other directors of the

Registrant is contained in its definitive proxy statement

dated March 17, 1981 for the 1981 annual meeting of
stockholders and is incorporated herein by reference.

(b) The executive officers of the Registrant who are
elected at the Board of Directors meeting following
the annual meeting of stockholders are:

Name and Age

Carr, Hal N., 59
Hulse, Frank W.* 6 68
Sweet, Bernard, 57
May, Daniel F., 51

Gren, Robert L., 59

Hubertus, Kenneth L., 52

Karnas, George, J., 50

Maxson, A. L.*, 45
Moran, David E., 50

Nixon, James F., 40

Wallis, G. F., 57

Courtenay, J. Kenneth*, 53

Dingivan, Edward A., 61
Dow, John P., 50

Meyer, Michael D., 36
Miller, Gowan J., 59

‘Warner, A. E., 55

Westberg, Charlotte G., 63

Mackinnon, W. Howard*, 42

Title

DIRECTORS AND EXECUTIVE OFFICERS OF THE REGISTRANT (continued)

Officer Since

Chairman of the Board

Vice Chairman of the Board
Vice Chairman of the Board
President

Senior Vice President-
Maintenance and Engineering

Senior Vice President-
Customer Service

Senior Vice President -
Inflight Service

Senior Vice President~Finance
Senior Vice President-Marketing

Senior Vice President~
Corporate Planning

Senior Vice President-
Flight Operations

Vice President-Route Development
Vice President-Federal Affairs
Vice President and Secretary

Vice President and Controller

Vice President~Industrial Relations
Vice President-llaintenance

Staff Vice President

Treasurer

*Former officers of Southern Airways, Inc.

-6

1947
1943
1950
1962

1973

1979

1973

1968

1967

1970

1965

1961
1980
1959
1974
1966
1979
1962

1978



Item 9.

DIRECTORS AND EXECUTIVE OFFICERS OF THE REGISTRANT (continued)

Item 10.

All of the executive officers have been officers or employees of
the Registrant (or where indicated, prior to July 1, 1979, of Southern
Airways, Inc. in capacities substantially equivalent to their current
employment responsibilities) for the past five years except for
Edward A. Dingivan. Mr. Dingivan was Vice President of National Air
Carriers Association (a Charter Carrier Trade Association) for more
than five years prior to joining the Company.

Additional information for those executive officers who are also
directors, is set forth in the Registrant's definitive proxy statement
dated March 17, 1981 for the 1981 annual meeting of stockholders and
is incorporated herein by reference.

MANAGEMENT REMUNERATION AND TRANSACTIONS

Information required by this item is set forth in Registrant's
definitive proxy statement dated March 17, 1981 for the 1981 annual
meeting of stockholders and is incorporated herein by reference.

Ttem 11. EXHIBITS, FIANANCIAL STATEMENT SCHEDULES AND REPORTS ON FORM 8-K
(a) 1. Financial Statements Page Reference
Consolidated balance sheets at.December 31, 1980 16
and 1979
Consolidated statements of operations for the years 17

ended December 31, 1980, 1979 and 1978

Consolidated statements of changes in financial 18
position for the years ended December 31, 1980,
1979 and 1978

Consolidated statements of changes in stockholders' 19
equity for theyears ended December 31, 1980,
1979 and 1978

Notes to financial statements 20-24



Item 11. EXHIBITS, FINANCIAL STATEMENT SCHEDULES AND REPORTS ON FORM 8-K (cont)

(a) 2. Financial Statement Schedules -

Auditors' Report 7 F-1
Schedules:
Schedule V - Property and Equipment F-2 and
Years ended December 31, 1980, 1979 F-3
and 1978

Schedule VI - Accumulated Depreciation and Amortization F-4 and
Years ended December 31, 1980, 1979 and F-5

1978

Schedule X - Supplementary Income Statement Information F-6
Years ended December 31, 1980, 1979
and 1978

All other schedules have been omitted since the required infor-
mation is not present or not present in amounts sufficient to require
submission of the schedule, or because the information required is in-
cluded in the financial statements or the notes thereto.

The individual financial statements of the Registrant have been
omitted as permitted by Rule 3-05(a)(2)(i) of Regulation S$-X.

(a) 3. Exhibits

1. Computations of earnings per share for the years
ended December 31, 1980, 1979 and 1978.

2. Parents of Subsidiaries
3. 1980 Annual Report to Stockholders
4, Definitive proxy statement dated March 17,1981

(b) Reports of Form 8-K

On October 1, 1980, an 8-K Current Report was filed under

Item 2, Acquisition or Disposition of Assets. This Report de-
tailed the purchase by the Registrant of all the outstanding stock
of Hughes Air Corp. d/b/a Hughes Airwest, a Delaware corporation,
pursuant to a Stock Purchase Agreement dated June 7, 1980. This
agreement was filed as an exhibit to the 8-K.



SIGNATURES

Pursuant to the requirements of Section 13 or 15(d) of the Securities
Exchange Act of 1934, the Registrant has duly caused this report to be signed
on its behalf by the undersigned, thereunto duly authorized.

REPUBLIC AIRLINES, 1INC.

BY /s/ Daniel F. May
Daniel F. May

President, (Principal Executive Officer and Director)
March 26, 1981 .

Pursuant to the requirements of the Securities Exchange Act of 1934,
this report has been signed below by the following persons on behalf of the
Registrant and in the capacities and on the dates indicated.

Hal N. Carr
Chairman of the Board
March 26, 1981

Bernard Sweet
Vice Chairman of the Board
March 26, 1981

Frank W. Hulse

Vice Chairman of the Board
Harch 26, 1981

/s/ A. L. Maxson
A. L. Maxson
Senior Vice President-Finance

(Principal Financial Officer)
March 26, 1981




/s/ Michael D. Meyer

llichael D. Meyer
Vice President and Controller
Harch 26, 1981

Cecil A. Beasley, Jr.
Director
March 26, 1981

Eric Bramley
Director
March 26, 1981

G. . DeCoursin
Director
March 26, 1981

Alton F. Irby, Jr.
Director
lHfarch 26, 1981

G. Gunby Jordan
Director
March 26, 1981

John M. Lawrence, III1
Director
larch 26, 1981

-10-



Villiam R. Lumnis
Director
tlarch 26, 1981

Theodore R. Miles

Director
March 26, 1981

Morton B. Phillips
Director
March 26, 1981

G. Frank Purvis, Jr.
Director
viareh 26, 1981

William E. Rankin
Director
March 26, 1981

Joseph E. Rapkin
Director
March 26, 1981

Henry !. Ross
Director
llarch 26, 1981

-11-



Richard A. Trippeer, Jr.
Director
tlarch 26, 1981

Wm. Bew White, Jr.

Director
March 26, 1981

Kenneth B. Willett
Director
March 26, 1981

Frank M. Young III
Director
llarch 26 1981

*BY /s/ Daniel F. May
Daniel F. May, Attorney-In-Fact Date: March 26, 1981




AUDITORS' REPORT

Stockholders and Board of Directors
Republic Airlines, Inc.

We have examined the consolidated balance sheets of Republic Airlines, Inc.

(a Wisconsin corporation) and its subsidiary as of December 31, 1980 and 1979,
and the consolidated statements of operations, changes in stockholders' equity
and changes in financial position for the years ended December 31, 1980, 1979
and 1978. Our examinations were made in accordance with generally accepted
auditing standards and accordingly included such tests of the accounting
records and such other auditing procedures as we considered necessary in the
circumstances.

In our opinion, the consolidated financial statements referred to above present
fairly the financial position of Republic Airlines, Inc., and its subsidiary at
December 31, 1980 and 1979 and the results of their operations and changes in
their financial position for the years ended December 31, 1980, 1979 and 1978 in
conformity with generally accepted accounting principles applied on a consistent
basis, except for the change in 1979, with which we concur, in the method of
capitalizing interest as discussed in note B to the financial statements.

In connection with our examinations of the financial statements for the periods
indicated above, we have also examined the schedules listed in Item 11(a)2, and
included herein. In our opinion, such schedules present fairly the information
required to be set forth therein.

Alexander Grant & Company

ilinneapolis, Minnesota
February 27, 1981
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INDEX TO EXHIBITS

Computations of Earnings Per Common and Common Equivalent Share
Parents and Subsidiaries
1980 Annual Report to Stockholders

Definitive Proxy Statement Dated March 17, 1981

Exhibit

Exhibit

Exhibit

Exhibit
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EXHIBIT 2

REPUBLIC AIRLINES, INC

PARENTS AND SUBSIDIARIES

Republic Airlines, Inc.
Minneapolis, Minnesota (A Wisconsin Corporation)
Its Subsidiaries:
Republic Airlines West, Inc.

San Francisco, California (A Delaware Corporation)

Republic Energy, Inc.
Bryan, Texas (A Texas Corporation)

Republic Airlines, Inc. (Inactive Nameholder Corporation)
Wilmington, Delaware (A Delaware Corporation)



(ANNUAL REPORT OMITTED)
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REPUBLIC AIRLINES, INC.
7500 Airline Drive
Minneapolis, Minnesota 55450

NOTICE OF ANNUAL MEETING OF STOCKHOLDERS
April 22, 1981

To THE STOCKHOLDERS OF REPUBLIC AIRLINES, INC.:

Please take notice that the Annual Meeting of Stockholders of Republic
Airlines, Inc. will be held, pursuant to due call by the Board of Directors of
the Company, at the Wausau Club, 309 McClellan Street, Wausau,
Wisconsin, on Wednesday, April 22, 1981, at 10:30 a.m., or at any
adjournment or adjournments thereof, for the purpose of considering and
taking appropriate action with respect to the following:

1. Electing directors.

2. Transacting such other business as may properly come before the
meeting.

Pursuant to due action of the Board of Directors, stockholders of record
on March 5, 1981, will be entitled to vote at the meeting or any adjournment
or adjournments thereof.

YOU ARE REQUESTED TO READ CAREFULLY THE ATTACHED
PROXY STATEMENT. YOU ARE URGED TO SIGN AND RETURN THE
ENCLOSED CARD AUTHORIZING REPRESENTATIVES OF THE
PRESENT BOARD OF DIRECTORS OF THE COMPANY TO VOTE FOR
YOU AT THE MEETING.

By Order of the Board of Directors
REPUBLIC AIRLINES, INC.
John P. Dow

Vice President and Secretary
March 17, 1981
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Proxy Statement
of
REPUBLIC AIRLINES, INC.
Annual Meeting of Stockholders to be Held
April 22, 1981

PROXIES AND VOTING

This Proxy Statement is furnished in connection with the solicitation of proxies by the
Board of Directors of Republic Airlines, Inc. (the “Company”) to be used at the Annual Meeting
of Stockholders of the Company to be held April 22, 1981. Each stockholder who signs and
returns a proxy in the form enclosed with this Proxy Statement may revoke the same at any
time prior to its use by giving notice of such revocation to the Company in writing or in open
meeting. Unless so revoked, the shares represented by each such proxy will be voted at the
meeting and at any adjournment thereof. Presence at the meeting of a stockholder who has
signed a proxy does not alone revoke that proxy.

The executive offices of the Company are located at 7500 Airline Drive, Minneapolis,
Minnesota 55450. This Proxy Statement and the accompanying proxy are to be first mailed to
stockholders on or about March 17, 1981.

Only stockholders of record at the close of business on March 5, 1981 will be entitled to
vote at the meeting or any adjournment thereof. On such date there were outstanding
21,002,214 shares of Common Stock, $.20 par value per share, each of which shares is entitled
to one vote.

SECURITY OWNERSHIP

The following table sets forth, as of the record date, all persons known by the Company to
be the owner, of record or beneficially, of as much as approximately five percent of the out-
standing Common Stock of the Company, and such ownership by all officers and directors as a
group.

Amount Owned
Beneficially Percent of
Name and Address or of Record Class
Republic Airlines, Inc. Employee 2,711,797 1291

Stock Ownership Plan
7500 Airline Drive
Minneapolis, MN 55450

Republic Airlines, Inc. Pension Plan 1,236,800 5.89
c/o Northwestern National Bank,

Trust Department
VMinneapolis, MN 55402

All officers and directors as a group (1) 1,787,375 8.47



(1) For the purpose of this calculation, all shares of Common Stock issuable upon exercise of outstanding options or
warrants held by such officers and directors (an aggregate of 99,991 shares) are deemed to be issued and
outstanding. Does not include shares held by the Republic Airlines, Inc. Employee Stock Ownership Plan. Messrs.
Daniel F. May, a Director and President, and Gowan Miller, Vice President-Industrial Relations, serve as Trus-

tees of the Plan.

Name and Age of
Nominee

ELECTION OF DIRECTORS

Twenty (20) directors are to be elected at the meeting, each director to hold office until the
next annual meeting of stockholders or until his successor is elected and qualified. All of the
persons listed below are now serving as directors of the Company. The Board of Directors
proposes for election to the Board of Directors the nominees listed below:

Principal Occupation and
Directorships in Public Companies

Director
Since

Shares
Beneficially
Owned as of

March 5, 1981

Percent
of
Class (9)

Beasley, Cecil A., Jr. 68
Bramley, Eric, **64

Carr, Hal N., *59

DeCoursin, G. F., *67

Hulse, Frank W., *68

Irby, Alton F., Jr., 68

Jordan, G. Gunby, 65

Lawrence, John M. III, 59

Lummis, Wm. R., 52

Partner — Ballard & Beasley, attor-
neys.

Retired Editor, Aviation Daily (avia-
tion industry news service).

Chairman of the Board of the Company.
Mr. Carr is a director of Stange Co.;
Dahlberg Electronics, Inc.

Chairman of the Board, Media Graphics,
Inc. (commercial graphic arts). Mr.
DeCoursin is a director of Stange Co.

Vice Chairman of the Board of the
Company. Mr. Hulse is a director of
Fuqua Industries, Inc.; Associated
Distributors, Inc.; and American Fidel-
ity Insurance Company.

Insurance Consultant and Investments.
Mr. Irby is a director of Southeastern
Capital Corporation.

Chairman of the Board, The Jordan
Company (construction). Mr. Jordan is a
director of Columbus Bank and Trust
Bancshares, Inc.; Bickerstaff Clay
Products, Inc.; and Gas Light Co. of
Columbus.

Partner — Lawrence, Thornton, Payne
& Watson, attorneys. Mr. Lawrence is
a director of First Bank & Trust.

Chairman of the Board, Summa Corpo-
ration (real estate investments, avia-
tion, hotels and recreation). Mr.
Lummis is a director of Texas American
Bancshares, Inc.

1979

1976

1952

1944

1979

1979

1979

1975

1980

102,632(1)

1,000

286,999(2)

50,000

376,559%(3)

101,089(4)

99,312(4)

1,200

—(5)

0.49

1.36

0.24

1.79

0.48

0.47

]
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Shares
Beneficially Percent
Name and Age of Principal Occupation and Director Owned as of of
Nominee Directorships in Public Companies  Since March 5, 1981 Class (9)

May, Daniel F., *51 President of the Company. Mr. May is 1980 33,417(2)(4) 0.16
a director of Summit State Bank of
Bloomington.

Phillips, Morton B., 62 Chairman of the Board, Westland Capi- 1966 4,345(4) 0.02
tal Corporation (business invest-
ments).

Purvis, G. Frank, Jr., 66 Chairman of the Board, Pan American 1979 18,480(1)(4) 0.09
Life Insurance Company. Mr. Purvis is
a director of South Central Bell Tele-
phone Company; and First Commerce
Corporation.

Rankin, Wm. E., 58 President of Summa Corporation (real 1980 —(5) —
estate investments, aviation, hotels
and recreation).

Rapkin, Joseph E., 73 Partner — Foley & Lardner, attorneys. 1965 2,100 0.01
Mr. Rapkin is a director of Jack Winter,
Inc.; Marcus Corporation; and Realist,
Inc.

Ross, Henry M., **53 President, Ross Industries, Inc. (ma- 1975 1,000 —
chinery manufacturer). Mr. Ross is a
director of Fauquier National Bank.

Sweet, Bernard, *57 Vice Chairman of the Board of the Com- 1969 63,462(2) 0.30
pany. Mr. Sweet is a director of G & K
Services, Inc.; and S. E. Rykoff & Co.

Trippeer, Richard A., Jr., 41 President and director of Union Plant- 1979 186,748(6) 0.89
ers National Bank. Mr. Trippeer is a
director of Union Planters Corporation.

White, Wm. Bew, Jr., 61 Partner — Bradley, Arant, Rose & 1979 40,069(1) 0.19
White, attorneys. Mr. White is a
director of Avondale Mills.

Willett, Kenneth B., *79 Chairman of the Board, First Financial 1954 37,567(7) 0.18
Savings and Loan Assn.
Young, Frank M. III, 39 Partner — North Haskell Slaughter 1979 30,285(8) 0.14

Young & Lewis, attorneys.

*Member of the Executive Committee
**Member of the Audit Committee

(1) Includes the following shares which may be acquired upon exercise of warrants held by the following directors:
8,750 shares for Mr. Beasley, 3,675 for Mr. Purvis, and 7,171 shares for Mr. White.

(2) Includes for Messrs. Carr, Sweet and May 14,841, 14,630 and 9,717 shares, respectively, held by the Company’s
Employee Stock Ownership Plan and Trust for the benefit of such persons and 19,500, 3,900 and 1,950 shares,
respectively, which may be acquired upon exercise of options.

(3) Includes 17,499 shares which may be acquired upon exercise of warrants held by Mr. Hulse. Does not include
21,193 shares owned by Spouse; 12,600 shares and warrants to acquire 4,200 shares owned by Hangar One, Inc., of
which Mr. Hulse is Chairman.



(4) Does not include warrants held by Mrs. Purvis to acquire 630 shares and the following shares owned by Spouses:
20,000 by Mrs. Irby, 346 by Mrs. Jordan, 900 by Mrs. May, 2,000 by Mrs. Phillips and 630 by Mrs. Purvis.

(5) Does not include 966,666 shares into which the debenture owned by Summa Corporation, of which Messrs.
Lummis and Rankin are directors and officers, is convertible. See "Certain Transactions”.

(6) Includes 48,402 shares in a trust, the sole beneficiary of which is Mr. Trippeer and the trustee is Union Planters
National Bank of which Mr. Trippeer is a director and 26,781 shares which may be acquired upon exercise of
warrants held by the trust.

(7) Does not include 200 shares held by Travel Aid, Inc., of which Mrs. Willett is a stockholder.

{8) Mr. Young is the son-in-law of Frank W. Hulse. Includes 2,100 shares which may be acquired upon exercise of
warrants held by Mr. Young. Does not include 31,815 shares owned by Spouse; 46,540 shares held as trustee for
the benefit of Mr. Young’s minor children; 12,600 shares held by Hangar One, Inc., of which Mr. Young is a
shareholder; or warrants to acquire 4,200 shares held by Hangar One, Inc.

(9) For the purpose of this calculation, all shares issuable upon exercise of options or warrants held by directors are
deemed to be outstanding.

Messrs. Lummis and Rankin were elected to the Board of Directors in October, 1980 and
are nominees for election pursuant to the agreement described in “Certain Transactions”.

Each of such nominees has been engaged in the principal occupation set forth above for
more than the last five years except for Mr. Sweet, who for more than five years prior to
October, 1980 was President of the Company; Mr. May, who for more than five years prior to
October, 1980 was an executive officer of the Company; Mr. Hulse, who for more than five
years prior to July, 1979 was Chairman and Chief Executive Officer of Southern Airways, Inc.;
Mr. DeCoursin, who for more than five years prior to March, 1979 was Senior Vice President of
Stange Co. (manufacturer and distributor of food products); and Mr. Irby, who for more than
five years prior to January, 1981 was Chairman of the Board of Fred S. James & Company of
Georgia (insurance agents, counselors).

The information contained in the foregoing footnotes is for explanatory purposes only, and
certain persons disclaim beneficial ownership of shares designated as owned by or held in a
trust for any other persons, including family members, of which such person is a trustee, or by
a corporation of which such person is a director, officer or shareholder.

All shares represented by proxies will be voted for the election of the foregoing nominees
who have indicated a willingness to serve, if elected; provided, however, that if any such
nominee should withdraw or otherwise become unavailable for reasons not presently known,
such shares may be voted for another person in place of such nominee, in accordance with the
best judgment of the persons named in the proxy.
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REMUNERATION OF DIRECTORS AND OFFICERS

The following information relates to each of the five most highly compensated executive
officers or directors of the Company as to whom the total remuneration for the past fiscal year
exceeded $50,000, and as to all officers and directors as a group.

Cash and Cash Equivalent
Forms of Remuneration (8)(11)

Securities or

Salaries, Property, Insurance
Directors’ Benefits or Reim-
Name of Individual or Identity of Group Fees, and bursement, Personal
and Capacity in which Remuneration Received Bonuses (1) Benefits (2)(3)(4)
Hal N. Carr, Chairman of the Board (5) $ 304,750(6)(9) $ 68,028
Bernard Sweet, Vice Chairman of the Board (5) 300,847(7)(9) 46,642
Daniel F. May, President and Director (5) 117,5695(9) 41,869
G. F. Wallis, Senior Vice President-Flight 96,900 50,290
Operations
A. L. Maxson, Senior Vice President-Finance 74,848 24,165
All officers and directors as a group (included 47
persons at December 31, 1980) 2,341,333(9)(10) 505,695

(1) The annual remuneration for certain officers and directors, including the remuneration for three individuals
named in the table, was changed in late 1980 as follows: Mr. Sweet to $225,000; Mr. May to $150,000; Mr. Wallis
to $97,200; and all officers and directors as a group to $2,248,296. The amounts included in the foregoing table
only include amounts paid to officers and directors of the Company while such persons served in such capacity.

(2) In order to secure the full benefit of the investment tax credit as permitted for Federal income tax purposes, the
Company has adopted an Employee Stock Ownership Plan and Trust for eligible employees of the Company. The
amount contributed to the Trust under this Plan for 1980 was $2,233,047. Included in the foregoing table are
amounts contributed by the Company to the Trust for 1980 for the account of such individuals.

(3) Includes with respect to certain officers the difference between the acquisition price and market value on the date
of exercise of shares acquired pursuant to the Company’s stock option plan.

{4) Includes amounts received under the officers medical reimbursement plan pursuant to which the Company
reimburses officers for medical expenses not covered by the Company’s medical insurance plan for salaried and
management employees.

{6) Mr. Carr is also the Chairman of the Board of Republic Airlines West, Inc. (formerly Hughes Air Corp. d/b/a
Hughes Airwest) and of Republic Energy, Inc., both of which are wholly-owned subsidiaries of the Company. Mr.
Sweet is the Vice Chairman of the Board of Directors of Republic Airlines West, Inc. and Republic Energy, Inc.
Mr. May is a Director of Republic Airlines West, Inc. and is a Director and Treasurer of Republic Energy, Inc.

(6) The Company has an agreement with Hal N. Carr dated December 5, 1975, and subsequently amended, provid-
ing for his continued employment in a full-time capacity as a management executive of the Company until April
7, 1986, at an annual salary of not less than $200,000. The agreement also provides for certain salary continua-
tion payments in the event of the death or disability of Mr. Carr. Mr. Carr is entitled to participate in other
employee benefits provided by the Company generally for its employees.

(7) The Company has an agreement with Bernard Sweet dated April 5, 1978, and subsequently amended, providing
= for his continued employment in a full-time capacity as a management executive of the Company until April 5,
1983, at an annual salary of not less than $200,000. The agreement also provides for certain salary continuation
payments in the event of the death or disability of Mr. Sweet. Mr. Sweet is entitled to participate in other
employee benefits provided by the Company generally for its employees.
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(8)

9

(10)

(11D

26,
31

The Company maintains a plan for salaried officers pursuant to which death benefits (funded by insurance)
ranging in amounts from $100,000 to $300,000 are paid by the Company upon such person’s death to the estate or
designated beneficiary of such person. Amounts payable under this plan are reduced by the amounts otherwise
payable under the group term life insurance plan maintained generally for employees of the Company.

Includes directors’ fees at the rate of $750 for each Board and committee meeting of the Company, Republic
Airlines West, Inc. or Republic Energy, Inc. attended.

The Company has an agreement with Frank W. Hulse, dated July 28, 1978, providing for his continued engage-
ment by the Company as an independent consultant until July 1, 1984, at a rate of compensation of $125,000 per
annum for the first year with annual increases of $5,000 each year thereafter. This agreement also provides for
continuation of certain payments in the event of Mr. Hulse’s death or disability. Mr. Hulse is entitled to
participate in other health insurance plans afforded to officers of the Company during the term of this agreement
and thereafter on the same basis as other retired employees of the Company.

Retirement benefits are provided under a Salaried Employees Retirement Benefit Plan to all salaried employees
not covered under any of the Company’s other pension plans. Except for two officers, who are entitled to
retirement benefits under a retirement plan for pilots which has been in effect throughout the period covered in
the table, all officers are eligible under the Plan. Benefits under the Plan are based on a benefit formula providing
60% of a participant’s Final Average Earnings less 50% of primary Social Security and proportionately reduced
for years of service less than 25 years. Final Average Earnings are the participant’s five consecutive calendar
year earnings in the 15 years prior to retirement which produce the highest average. Since the Company’s
annual contribution to the Plan with respect to an individual person is not and cannot readily be separately or
individually calculated by the Plan’s actuaries, the foregoing table does not include any remuneration attribut-
able to such Plan. The table below sets forth the estimated annual benefits payable upon retirement at age 65
under the Plan for specified remuneration and years of service classifications.

Estimated Annual Retirement Benefits

Annual
Remuneration 15 Years 25 Years
$ 50,000 $ 15,960 $ 26,600
80,000 26,760 44,600
110,000 37,560 62,600
300,000 105,960 110,625(1)

The years of credited service under the Plan for Messrs. Carr, Sweet, May and Maxson are
32, 24 and 14, respectively. Mr. Wallis is covered under a retirement plan for pilots and has
years of credited service under that plan.

(D

As required by the Employee Retirement Income Security Act of 1974, annual retirement benefits payable with
respect to these employees cannot exceed $110,625 for 1980 (as adjusted annually by regulation for cost of living
increases).

The following tabulation shows as to certain officers and directors and as to all officers and

directors as a group (1) the amount of shares acquired by such persons since January 1, 1980,

__ pursuant to exercise of options, and (2) the amount of shares subject to all unexercised options

held as of March 5, 1981. All options granted were intended to be qualified stock options and
were granted at a price equal to 100% of the market value of the Company’s shares on the date
of grant. No options were granted during such period.
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Unexercised at

Exercised January 1, 1980 to March 5, 1981 March 5, 1981
Aggregate
Market Value Average
Number of Aggregate on Date Number of Option Price
Name Shares Option Price Exercised Shares Per Share
Hal N. Carr 15,000 $ 37,500 $ 91,500 19,500 $3.875
Bernard Sweet 9,000 22,500 54,900 3,900 3.875
Daniel F. May 8,000 20,000 48,800 1,950 3.875
G. F. Wallis 6,000 15,000 51,600 1,950 3.875
All officers and directors
as a group (including
those named above) 66,375 167,278 442,340 33,175 3.875
CERTAIN TRANSACTIONS

On October 1, 1980, the Company acquired all of the outstanding shares of Hughes Air
Corp. d/b/a Hughes Airwest (a certificated air carrier operating primarily in the western
United States) from Summa Corporation and the Estate of Howard R. Hughes, Jr. for
$24,000,000 in cash and $14,500,000 principal amount of the Company’s 13% convertible
subordinated debenture (“Debenture”) due November 15, 1992. The Debenture is convertible
at $15.00 per share into 966,666 shares of common stock of the Company. Pursuant to the
agreement for the acquisition of Hughes Airwest, the Company agreed to use its best efforts to
have Messrs. Lummis and Rankin elected directors of the Company. Messrs. Lummis and
Rankin were elected to the Board of Directors at its meeting on October 24, 1980 and are
nominees for election at the 1981 Annual Meeting of Stockholders. Messrs. Lummis and
Rankin are directors and the Chairman and the President, respectively, of Summa Corpora-
tion and Mr. Lummis is an administrator and potential beneficiary of the estate of Howard R.
Hughes, Jr. which indirectly owns all of the stock of Summa Corporation.

On January 4, 1980, Mr. Hulse, Vice Chairman of the Company, sold 25,000 shares of the
Company’s Common Stock at a price of $6.00 per share to the Company’s Employee Stock
Ownership Plan. Such price was equal to the closing price of the Company’s stock on the New
York Stock Exchange on such date. MPG Investment Company, in which Mr. May has an
equity interest, leased on a month to month basis certain temporary warehouse space to the
Company and received approximately $35,000 of rental during 1980.

The law firm of Kaplan, Strangis and Kaplan, P.A., of which Ralph Strangis, an officer of
the Company, is a member, received approximately $276,000 for legal services rendered to the
Company in 1980. The law firm of Zuckert, Scoutt & Rasenberger, of which Raymond J.
Rasenberger, an officer of the Company, is a partner, received approximately $488,000 for
legal services rendered to the Company in 1980. Additionally, during 1979 and 1980, the law
firms of Ballard & Beasley, of which Cecil A. Beasley, Jr., a director of the Company, is a
partner; Bradley, Arant, Rose & White, of which Wm. Bew White, Jr., a director of the
Company, is a partner; and Foley & Lardner, of which Joseph E. Rapkin, a director of the
Company, is a partner have rendered legal services to the Company.
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PROPOSALS OF STOCKHOLDERS

All proposals of stockholders intended to be presented at the 1982 annual meeting of
stockholders of the Company pursuant to the Securities Exchange Act of 1934 must be re-
ceived by the Company at its executive offices on or before December 5, 1981.

— OTHER MATTERS

Committees of the Board of Directors

The Company’s Audit Committee, which consisted of Messrs. Bramley, Miles and Ross,
held four meetings during 1980. The Audit Committee recommends to the full Board the
engagement of the independent accountants; reviews the audit plan and results of the audit
engagement; reviews the independence of the auditors; and reviews the adequacy of the
Company’s system of internal accounting controls. The Executive Committee, which currently
consists of Messrs. Carr, DeCoursin, Hulse, May, Sweet, White and Willett, held seven meet-
ings during 1980. Functions performed by the Executive Committee include recommending to
the full Board the amount of compensation for officers and other management personnel. The
Company does not have a Nominating Committee. The Board of Directors held four meetings
during 1980. '

Independent Accountants

Alexander Grant & Company have been the independent certified public accountants for
the Company since 1947 and have been selected by the Board of Directors as the accountants
for 1981. Representatives of Alexander Grant & Company will attend the Annual Meeting of
Stockholders with the opportunity to make a statement if they desire to do so and will be
available to respond to questions. Fees were paid by the Company to Alexander Grant &
Company during 1980 for services rendered in connection with audits of the year-end financial
statements of the Company, including audits of its subsidiaries, audits of employee benefit
plans, filings with the Securities and Exchange Commission, and consultation on various
accounting and reporting matters. The Audit Committee approves all non-audit services,
reviews the services provided by Alexander Grant & Company, considers the range of audit
and non-audit fees and considers the effect of non-audit services on the independence of the
Company’s accountants. Fees paid by the Company for non-audit services as a percentage of
total audit fees were 19%, of which tax planning and return preparation was 8% and consulta-
tion regarding software development was 11%.

Solicitation

The cost of preparing, assembling and mailing this proxy statement, the notice, form of
proxy, annual report and other material which may be sent to the stockholders will be borne
by+he Company. The management has made no arrangement to solicit proxies for the meeting
ov rthan by use of mails, except that some solicitation may be made by telegraph, telephone,
or personal calls by officers or regular employees of the Company. The Company will, upon
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request, reimburse brokers and other persons holding shares for the benefit of others in
accordance with the rates approved by the New York Stock Exchange for their expenses in
forwarding proxies and accompanying material and in obtaining authorization from beneficial
owners of the Company’s stock to give proxies.

The Board of Directors knows of no other matters to be brought before the Annual Meet-
ing. However, if other matters should come before the meeting, it is the intention of each
person named in the proxy to vote such proxy in accordance with his judgment on such
matters.

By Order of the Board of Directors
John P. Dow
Vice President and Secretary
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SECURITIES AND EXCHANGE COMMISSION
Washington, D. C.
20549

FORM 10-K

ANNUAL REPORT PURSUANT TO SECTION 13 OR 15 (d) OF
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and Midwest Stock Exchange
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required to be filed by Section 13 or 15(d) of the Securities Exchange Act
of 1934 during the preceding 12 months (or for such shorter period that
the registrant was required to file such reports), and (2) has been subject
to such filing requirements for the past 90 days. Yes _X No __
Indicate the number of shares outstanding of each of the issuer's classes
of common stock as of the close of the period covered by this report.
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Item 1.

BUSINESS

Item 2.

Information required by this item is set forth at the following
pages of the accompanying 1979 Annual Report to Stockholders (here-
after referred to as the Annual Report to Stockholders) and is in-
corporated herein by reference.

Subject Page

About Republic. . . . & ¢ ¢ & 4 4 o 2 o o o o o o o @ 1
Report to stockholders. . « . .. ¢ v ¢ ¢« ¢ ¢ ¢ ¢ « o & 2
Financial review. . « ¢« &« &« v 4 ¢ ¢ ¢ ¢ o o o o o & 4
Traffic growth and performance. . . . . . . . . . . 6
Fleet development . « ¢« o « 4 o « « « o o o s & o & 7
New facilities and services . . . . « « ¢« ¢« =« + « 8
Social and environmental programs . . . . . ¢ o o . 10
Jet fuel outlook. . &+ ¢ & & & ¢ v e e e e 0 . e e 11
Communications. « ¢« ¢ ¢ ¢ ¢ ¢« 4« o « o o o o« = o o @ 12
Route developmentS. « . + o« « o » o« « « o = o o = = 14
The future. . . &« v &« &4 ¢ ¢« ¢ o o o ¢ o« o s o o o » 15

On March 16, 1980, the company reached an agreement in principle
to acquire Hughes Airwest, Inc. The transaction will involve ap-
proximately $45 million, consisting of cash and the company's con-
vertible debentures. Documentation is being finalized, with a
closing expected after the companies have obtained necessary ap-
provals, including that of the Civil Aeronautics Board and Probate
Courts for those shares of Airwest held by the Hughes Estate.

SUMMARY OF OPERATIONS

€))

Additional information required by this item is set forth in the
Five-year summary at pages 30 and 31 of the accompanying Annual
Report to Stockholders and is incorporated hereifn by reference.

NOTES TO SUMMARY OF OPERATIONS - Five years ended December 31, 1979.
NET EARNINGS PER SHARE

Primary net earnings per share for the years 1977, 1976 and 1975

were computed by dividing net earnings by the weighted average
number of common shares outstanding for the period (16,703,450 in
1977; 16,635,373 in 1976; and 16,701,476 in 1975).

Fully diluted earnings per share for the years 1977, 1976 and 1975
are based on the assumed issuance of additional common shares
(1,986,677 in 1977 and 19763 2,155,179 in 1975), relating to the
conversion of the 5-1/2%, 5-3/4% and 6-1/2% debentures, and related
interest (net of income tax effect) was added to income for purposes
of the calculation.

Information for the calculation of net earnings per share for 1979
and 1978 is set forth in note K in the Notes to Financial Statements
on page 26 of the accompanying Annual Report to Stockholders and is
incorporated hexrein by reference.



(2)

(3)

Item 3.

DIVIDENDS PER SHARE

Dividends per share for the years 1979, 1978, 1977, 1976 and 1975
were $.20, S$.16, $.12, $.10, and $.10, respectively.

Additional information required by this item is set forth in the
Five-year summary at pages 30 and 31 of the accompanying Annual
Report to Stockholders and is incorporated herein by reference.

The Summary of operations for Republic Airlines, Inc. represents
the Summary of operations of North Central Airlines, Inc. restated
to include Southern Airways, Inc. with no resulting adjustments to
revenues or net earnings.

MANAGEMENT 'S DISCUSSION AND ANALYSIS OF EARNINGS
For additional information relating to the Summary of operations
see Financial Review on pages 4 and 5 of the Annual Report to

Stockholders incorporated herein by .reference.

PROPERTIES

FLIGHT EQUIPMENT PROGRAM

At December 31, 1979, the company operated or had on order
Douglas DC<9 fan jets, Boeing 727 fan jets, Convair 580 prop jets
and Metroliner II prop jets as indicated in the table below.

Aircraft Seating ‘ Number of Aircraft
Type Capacity Ouwned Leased On Order

DC-9-80 151 - - 12
DC-9-50 130 15 7 6
DC-9-30 100 ‘ 19 9 -
DC-9-10 80 25 2 1
CvV-580 48 24 - -
Metro II 19 ‘ 7 1 -
727-200 164 - - 7

Additional information in notes C, D, and E set forth in the
Notes to Financial Statements at pages 22 through 24 of the ac-

companying Annual Report to Stockholders is incorporated herein
by reference.



Item 4.

PARENTS AND SUBSIDIARIES OF REGISTRANT

The Registrant has no parent. In connection with protecting
the name Republic Airlines, Inc. in certain states where the
company is not presently doing business, a wholly owned Delaware
subsidiary was formed. The Delaware subsidiary is qualified to
do business in Hawaii, Nevada, New Hampshire, Oklahoma, and
Wyoming.

Item 5. LEGAL PROCEEDINGS
There are no legal proceedings other than routine litigation
incidental to the company's business, which are considered not
material, or matters being handled by the company's insurance
carriers.
Item 6. INCREASES AND DECREASES IN OUTSTANDING SECURITIES AND INDEBTEDNESS
(a) Equity Securities:
Information required by this item is set forth in the Statements
of changes in stockholders' equity at page 21 of the accompanying
Annual Report to Stockholders and such information is incorporated
- herein by reference.
(b) Debt Securities:
Information required by this item is set forth at pages 22 and 23
of the accompanying Annual Report to Stockholders and is incor-
porated herein by reference. The securities were not registered
under the Securities Act of 1933 in reliance upon the exemption
provided by Section 4(2).
Item 7. CHANGES IN SECURITIES AND CHANGES IN SECURITY FOR REGISTERED SECURITIES
None
Item 8. DEFAULTS UPON SENIOR SECURITIES
None
Item 9. APPROXIMATE NUMBER OF EQUITY SECURITY HOLDERS
Number of Record Holders
Title of Class as of December 31, 1979
Common Stock $.20 par value ' 33,022
Warrants to purchase Common Stock 829
Item 10. SUBMISSION OF MATTERS TO A VOTE OF SECURITY HOLDERS

None



Item 11.

INDEMNIFICATION OF DIRECTORS AND OFFICERS

Item 12.

Section 180.407 of the Wisconsin Corporation Law relative to
indemnifying directors and officers provides as follows:

""180.407 Indemnifying directors, officers and employees.
Any person made a party to or threatened with, any civil,
criminal, or administrative action, suit or proceedings by
reason of the fact that he, his testator or intestate, is or
was a director, officer or employee of any corporation shall
be indemnified by the corporation against the reasonable
expenses, including attorney fees, actually and necessarily
incurred by him in connection with such action, suit or pro-
ceeding, or in connection with any appeal therein, except as
to matters as to which such director, officer or employee is
guilty of negligence or misconduct in the performance of his
duties. Such right of indemnification shall not be deemed
exclusive of any other rights to which such director, officer
or employee may be entitled apart from this section."

Reference is also made to the following exhibits, which
are incorporated herein by reference:

(a) Article VII of the Registrant's By-Laws filed as
Exhibit (2) attached hereto.

(b) Officers and directors indemnity insurance policy
(Endorsement No. 9) filed as Exhibit (3) attached hereto.

FINANCIAL STATEMENTS, EXHIBITS FILED AND REPORTS ON FORM 8-K

(a) (1) The financial statements listed below are filed as
part of this Annual Report on Form 10-K;

Page Reference

Form Annual
10-K Report

Data is incorporated by reference from the attached 1979
Annual Report to Stockholders of Republic Airlines, Inc.

Balance sheets at December 31, 1979 and 1978 18
Statements of earnings for the years ended December 31,

1979 and 1978 19
Statements of changes in financial position for the years

ended December 31, 1979 and 1978 20
Statements of changes in stockholders' equity for the years

ended December 31, 1979 and 1978 21
Notes to financial statements 22-26



Attachments incorporated herewith to Form 10-K:

Auditors' Report F-1
Schedules:
Schedule V - PROPERTY, PLANT AND EQUIPMENT
Years ended December 31, 1979 and 1978 F-2-3
Schedule VI — ACCUMULATED DEPRECIATION AND AMORTIZATION
OF PROPERTY AND EQUIPMENT
Years ended December 31, 1979 and 1978 F-4-5
Schedule XVI -~ SUPPLEMENTARY INCOME STATEMENT INFORMATION
Years ended December 31, 1979 and 1978 F-6

All other schedules have been omitted since the required information is
not present or not present in amounts sufficient to require submission
of the schedule, or because the information required is included in the
financial statements or the notes thereto.

(a) (2) Exhibits: (1) Statement of computations of earnings
per share for the five years ended December 31, 1979.

(2) Article VII of By-Laws.

(3) Officers and directors indemnity
insurance policy (Endorsement No. 9).

(b) There were no reports filed on Form 8~K during the
last quarter of 1979.

Executive Officers of the Registrant

The following is a list of the officers of the Registrant:

Officer
Name Age Since Title
Hal N. Carr 58 1947 Chairman of the Board and
management executive
Frank W. Hulse* 67 1943 Vice Chairman of the Board
Bernard Sweet 56 1950 President and Chief Executive
Officer
Robert L. Gren 58 1973 Senior Vice President-
Maintenance and Engineering
Graydon Hall#* 58 1961 Senior Vice President-Marketing
Kenneth L. Hubertus 51 1979 Central Regional Manager-
Station Operations 12/16/65- 1/01/76
Manager-

Station Operations 1/01/76~ 7/01/79
Vice President-

Ground Operations 7/01/79-11/01/79
Senior Vice President .

Ground Operations 11/01/79-



Officer

Age Since Title
George J. Karnas 49 1973 Senior Vice President-Inflight
Service
Daniel F. May 49 1962 Senior Vice President-Finance
G. F. Wallis 56 1965 Senior Vice President-Flight
Operations
JC Constantz 64 1978 Vice President-Federal Affairs
J. Kenneth Courtenay#* 52 1961 Vice President-Route
Development
John P. Dow 49 1959 Vice President and Secretary
A. L. Maxson* 44 1968 . Vice President and Treasuref
Michael D. Meyer 35 1974 Vice President and Controller
Gowan J. Miller 58 1966 Vice President-Industrial Relations
David E. Moran 49 1967 Vice President-Sales and

Customer Service

James F. Nixon 39 1970 Vice President-Financial Planning

V. C. Pruitt* 56 1972 Vice President~Atlanta Base
Maintenance

T. M. Shanahan#* 46 1974 Vice President-Flying

A. E. Warner 54 1979 Manager-

Technical Services 8/01/74~ 7/01/79
Vice President -~

Maintenance 7/01/79~

Charlotte G. Westberg 62 1962 Staff Vice President

*Former officers of Southern Airways, Inc.

There is no family relationship among the officers of the Registrant. All
of the executive officers listed above serve at the pleasure of the Board of
Directors except for Hal N. Carr, whose employment agreement with the company
provides for his continued employment in a full-time capacity as a management
executive of the company until April 7, 1986, at an annual salary of not less
that $200,000, and Bernmard Sweet, whose employment agreement with the company
provides for his continued employment in a full-time capacity as a management
executive of the company until April 5, 1983, at an annual salary of not less
than $200,000. The agreements also provide for certain salary continuation
payments in the event of the death or disability of Mr. Carr or Mr. Sweet.



They are also entitled to participate in other employee benefits provided by

the company generally for its employees. Additionally, the Company has an
agreement with Frank W. Hulse, dated July 28, 1978, providing for his continued
engagement by the Company as an independent consultant until July 1, 1984, at

a rate of compensation of $125,000 per annum for the first year with annual
increases of $5,000 each year thereafter. This agreement also provides for
continuation of certain payments in the event of Mr. Hulse's death or disability.
Mr. Hulse is entitled to participate in other health insurance plans afforded

to officers of the Company during the term of this agreement and thereafter

on the same basis as other retired employees of the Company.

All of the executive officers have been officers or employees of the
Registrant (or where indicated, prior to July 1, 1979, by Southern Airways,
Inc., in capacities substantially equivalent to their current employment
responsibilities) for the past five years with the exception of Mr. Constantz.
Mr. Constantz was the head of the Economic Analysis Division of the CAB for
more than five years prior to joining Republic.

PART II.
Additional reference is made to the Registrant's definitive proxy statement
dated March 7, 1980, for the 1980 annual meeting of stockholders with respect
to information covering Items 13 through 15 inclusive.

SIGNATURES
Pursuant to the requirements of Section 13 or 15(d) of the Securities Exchange

Act of 1934, the Registrant has duly caused this report to be signed on its
behalf by the undersigned, thereunto duly authorized.

REPUBLIC AIRLINES, INC.

Dated: March 2¥, 1980 BY jvvw//ww/ L\AM

Michael D. Meyer 7
Vice President and Controller




AUDITORS' REPORT

Stockholders and Directors
Republic Airlines, Inc.

We have examined the balance sheets of Republic Airlines, Inc.
(a Wisconsin corporation) as of December 31, 1979 and 1978, and the
related statements of earnings, changes in stockholders' equity and
changes in financial position for the years then ended. Our exami-
nations were made in accordance with generally accepted auditing
standards and, accordingly, included such tests of the accounting
records and such other auditing procedures as we considered necessary
in the circumstances.

In our opinion, the financial statements referred to above
present fairly the financial position of Republic Airlines, Inc. at
December 31, 1979 and 1978, and the results of its operations and
changes in its financial position for the years then ended, in
conformity with generally accepted accounting principles applied on
a consistent basis except for the change, with which we concur, in
the method of capitalizing interest as discussed in note B to the
financial statements.

In connection with our examinations of the financial statements
as of December 31, 1979 and 1978 and for the years then ended, we
have also examined the financial statements and the schedules listed
under- Item 12(a)(l) and included herein. 'In our opinion, such schedules
present fairly the information required to be set forth therein.

@sz/ﬂ( /éwﬂi 9’*@44444
exander Grant & Company 6f2_

Minneapolis, Minnesota
February 25, 1980
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EXHIBIT (2)

BYLAWS
of

REPUBLIC AIRLINES, INC.

ARTICLE VII. INDEMNIFICATION OF OFFICERS AND DIRECTORS

Each present, former and future director and officer of the corporation or
any person who may have served at the request of the corporation as a director or
officer of another corporation in which the corporation owns stock or of which it
shall have been a creditor, and the personal representative of any such director,
officer or person who is deceased, shall be entitled, without prejudice to any other
rights he may have, to be reimbursed by the corporation for, and indemnified by the
corporation against, all liability and expense (including, without limitation, legal
expense) hereafter reasonably incurred by him in connection with any claim, action,
suit or proceeding of whatever nature in which he may be involved as a part or other-
wise by reason of the fact that he or his testator or intestate served, before or
after the date of the adoption of this Bylaw, as a director or officer of the corpora-
tion or of such other corporation, or by reason of any action alleged to have been
theretofore or thereafter taken or omitted by him or his testator or intestate as
such director or officer, whether or not he continues to be such director or officer,
including amounts paild or incurred in connection with reasonable settlements made
with a view to curtailment or avoidance of costs of litigation and with the approval
of a majority of the directors of the corporation then in office, other than those
involved, whether or not such majority constitutes a quorum. No such reimbursement
or indemmity shall relate to any liability or expense incurred or settlement made in
connection with any matter arising out of the negligence or misconduct of such director
or officer as determined either by a2 court of competent jurisdiction or, in the absence
of such a determination, by such majority of the directors acting on the advice of
counsel. The corporation and its directors, officers, employees and agents shall not

be liable to anyone for making any determination as to the existence or absence of
liability, or for making or refusing to make any payment hereunder on the basis of

such determination, or for taking or omitting to take any other action hereunder, in
reliance upon the advice of counsel.



EXHIBIT 3

. ENDORSEMENT No. D g,
wsunep REPUBLIC AIRLINES, INC.
snooucer MARSH & MC LENNAN, INC. :cc:l..lcv
THE EFEECTIVE DATE OF THIS ENDORSEMENT IS JULY 1, 1979. 134719
wpe  overace DIRECTORS & OFFICERS LIABILITY ASB
ADDITIONAL PREMIUM _ ToTAL
$10,049.00 "~ $10,049.00

IN CONSIDERATION OF THE ADDITIONAL PREMIUM CHARGED HEREON,
IT IS UNDERSTOOD AND AGREED THAT CLAUSE 5. LIMITS AND RETENTION
(BD) AND THE DECLARATIONS ARE HEREBY AMENDED AS FOLLOWS:

WHEREVER $5,000,000.00 APPEARS IT 1S AMENDED TO
READ $7,500,000.00.

{OTHING HEREIN CONTAINEO SHALL BE HELD TO VARY, ALTER. WAIVE OR EXTEND ANY OF THE TERMS, CONDITIONS. OR LIMITATIONS OF THE
OLICY TO WHICH THIS ENDORSEMENT IS ATTACHED OTHER THAN AS ABOVE STATED.

Harbor Insuy; any
weo CHICAGO, ILLINOIS  ~19TH _  FEB., 1980. s .

Aﬁomzto REPRESENTATIVE

U 8002-5 (CD. 8 70) ORIGINAL ENDCRSEMENT
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SECURITIES AND EXCHANGE COMMISSION
Washington, D. C.
20549
FORM 10-K

ANNUAL REPORT PURSUANT TO SECTION 13 OR 15 (d) OF
THE SECURITIES EXCHANGE ACT OF 1934

For the fiscal year ended December 31, 1978 Commission file number 1-7169

NORTE CENTRAL AIRLINES, INC.
(Exac: name of registrant as specified in its charter)

Wisconsin . -41-0723838
(State of other jurisdiction of incor- (I.R.S. Employer
poration or organization) Identification No.)
7500 Northliner Drive, Mimneapolis, Minnesota __55450
(Address of principal executive offices) (Zip Cade)

Registrant's telephone number, including area code . (612) 726-7411
Securities registered pursuant to Sectiom 12(b) of the Act:

Name of each exchange

Title of each class on which registered
Common stock ($.20 par valuae) New York Stock Exchange

and Midwest Stock Exchange

Warrants to purchase Common
Stock ($.20 par value) New York Stock Exchange

Securities registered pursuant to Section 12(g) of the Act:
None

Indicate by check mark whether the registrant (1) has filed all reports
required to be filed by Section 13 or 15(d) of the Securities Exchange Act
of 1934 during the preceding 12 months (or for such shorter period that
the registrant was required to file such reports), and (2) has been subject
to such filing requirements for the past 30 days. Yes _X No ___
Indicate the number of shares outstanding of each of the issuer’s classes
of common stock as of the close of the period covered by this report.

12,366,031




Item 1.

PART I.

BUSINESS

Revenue passenger miles (000Q) .
Revenue miles flowm (Q0Q) . . .
Pagsengers carried. . . . . . .
Passenger load factor . . . .
Average revenue passenger load.
Majl carried (in pounds) (000).
Cargo carried (in pounds) (000)
Revenue ton miles flown

NATURE OF OPERATION

North Central Airlines, Inc. (hereinafter called the "company” or
"North Central") operates a regional airline providing scheduled
service for passengers, mail and property on a regular basis to
103 cities in the following twenty states and two Canadian pro-
vinces: Arizona, Colorado, Florida, Georgia, Illinoils, Indiana,
Iowa, Maryland, Massachusetcts, Michigan, Minnesota, Missourdi,
Mebraska, New York, North Dakota, Chio, Pemmsylvania, South Dakota,
Texas, and Wisconsin, under a Certificate of Public Convenience
and Necessity issued by the Civil Aeronautics Board ("CAB" or the
"Board"). The company also operates charter flights throughout
the United States and in foreign countries. The company operates
36 Douglas DC-9's including one on short-term lease from another
carrier and 24 Convair 580's over 23,050 route miles with
Minneapolis/St. Paul as the hub of the system. The term "regional
airline" or "regional carrier" is used to identify local service

interstate carriers as distinquished from long-haul or tzumk
airlines.

OPERATING DATA.

The following is a summary of operating data relating to the
company's business:

Years ended December 31

1978 1977 1976 1975 1974

1,925,450 1,392,406 1,179,144 1,071,638 1,060,865
36,874 33,343 30,810 29,748 29,055

6,911,130 5,547,065 4,969,264 4,580,521 4,546,209
56.9% 48.7% 48.2% 48.02 49.32
52.2 41.8 38.3 36.0 36.5
30,862 25,663 27,912 24,328 23,311
71,990 60,928 56,508 51,426 61,162

(all services) (00Q) —
Passenger . « ¢« « « « o « o o 192,545 139,241 117,914 107,164 106,08

Uo S. Mail. . ¢ ¢ ¢« v v o o & 5,178 3,988 3,826 3,295 3,030
Alr Freight . « « « « « . + & 12,441 10,010 9,227 8,408 9,555
Total 210,164 153,239 130,967 118,867 118,671



Years ended December 31

1978 1977 1976 1975 1974
Mail revenue per ton mile . . . (A) . . . 76.9¢ 123.7¢ 61.3¢ 60.5¢ 67.4¢
Cargo revenue per ton mile (exp., frr.) . 158.7¢ 136.7¢ 121.4¢ 101.5¢ 85.4¢
Passenger breakeven load factor
without subsidy « « ¢« ¢ ¢ ¢ ¢« ¢ « « o« o 50.6Z 47.42 48.02  49.42 46.72
Percent of public service revenues
to total revenue. . . . + . ¢ s o « o » 4.08% 5.712 6.96 7.47Z 8.00Z
Number of route miles operated -
end of period . . . . . . .. .. .. . 23,050 10,82 10,862 10,230 10,230
Number of airports served -
end of period . « & ¢« ¢ ¢ ¢ ¢ 4 s 0 . . 82 71 71 70 70
Number of aircraft operated -
end of period:
Douglas DC=9=50"S. ¢ « « = « o « = o & 16 9 6 - -
Douglas DC-9-30"S. . « ¢ « ¢ « = « « & 20 20 21 21 19
Convalr 5807S. « ¢ o ¢ o « o ¢ = o » 24 26 28 30 a1

(A) During 1977 the company recognized

periods as discussed below.

MATL PAY

$1,932,000 of mail revenue which applied to prior

The company receives compensation from the Federal Government for the
Such compensatory mail
pay is based on the actual number of ton miles of mail enplaned and the
mileage over which such mail is transported.

transportation of mail at rates fixed by the CAB.

In December of 1977 the CAB issued an order establishing new temporary
mail rates in connection with its Domestic Service Mail Rates Investigation.
As a result of this order the company has recognized $2,733,000 of
additional revenue in 1977. Approximately $1,932,000 of this retroactive
amount applied to the period March 28, 1973 through December 31, 1976. In
November 1978 the final rates were established with no adjustment in revenue
for the company.

PUBLIC SERVICE REVENUE

North Central receives federal funding classified as "Public Service
Revenues,” which are provided to compensate for serving small and intermediate
size commumities that generate insufficlent traffic to fully support profit-
able air service. The statutory basis for these payments is contained in
Section 406(b) of the Federal Aviation Act. In October, .1978, the Airline
Deregulation Act of 1978 was enacted into law which amended Section 406(b)
and added a new provision, Section 419, relating to payments for providing
"essential air transportation services.” Payments under Section 406(b) will
cease January 1, 1986 and payments under Section 419 will end Octaober 24, 1988.



The amount of such payments is determined by the CAB on the basis of
its evaluation of the amount of revenue needed to meet operating expenses
and provide a reasonable retura ocn investment with respect to eligible routes.
Public service revenues for the period January 1, 1978 through June 30, 1978
were computed and paid under the provisions of Class Rate VIII, which had
been in effect since July 1, 1976. Effective January 1, 1978, the CAB in-
creased North Central's maximum annual public service revenues based on its
then level of operations to $13,770,000 from the previous figure of $13,317,000
which had become effective July 1, 1977.

The CAB has proposed Class Rate IX to become effactive July 1, 1978,
however, a joint objection to some of the provisions of this rate has been
filed by the regional airlines, and at this time no final rule making has
been issued by the Board. Estimates of revenues due under the new rate were
based upon figures proposed by the CAB as they affect North Central. Class Rate
IX and subsequent rates were affected by the Airline Deregulation Act of 1978
with respect to the offsetting of certain revenues not relating to subsidy-
eligible services. Effective October 24, 1978, non-related revenues may not
be offset against a carrier’s need on the eligible portion of its system.

From January 1, 1983 until January 1, 1986, North Central will be
eligible to receive public service revenues under Sectiom 406(b), but the
basis for determining these payments is subject to change. In additioem,
after January 1, 1983, other air carriers may seek to replace North Central
as the carrier receiving public service revenues for service to eligible
points. The CAB will grant such applications if the applying carrier can
show its proposed service would result in a substantial improvement in the
air service being provided and a reduction in the amount of a compensation
required to continue the essential air transportation service to the eligible
points involved.

ROUTE DEVELOPMENT

Over the past several years North Central has applied to the CAB for
a substantial number of additional routes. During this period North
Central has been awarded a number of new routes of the longer non-stop
variety. These routes have enabled North Central to increase its "length
of hop" as well as improve its scheduling flexibility and better utilize
its fleet. The longer non-stop flights have helped reduce unit costs since
incremental expenses attributable to the length of a flight are relatively
small.



Since January 1, 1977, the company has instituted service on the
following routes:

Route Inauguration

Detroit-BOStON. +« « « « « + « ¢ = + o o o ¢« s s o o « « January, 1977
Bismarck/Mandan-Fargo/Moorhead-Minneapolis/St. Paul . . May, 1978
Detroit-Baltimore . . . « « « « &+ ¢« o o o« & August, 1978
Cincinnati-Philadelphia . . . . . . . . . . September, 1978
Detroit-Atlanta . « « « « o » + o+ & September, 1978
Minneapolis/St. Paul-Denver/Tucson. December, 1978
Milwaukee-Philadephia . . . . . . . December, 1978
Milwaukee-Miami . . . . . . . . . December, 1978
Milwvaukee-Tampa/St. Petersburg. December, 1978
Detroit-Syracuse. . . « « « . . December, 1978
Detroit-HousStom . . « « « « » & December, 1978
Detroit-Ft. Lauderdale. . . December, 1978
Detroit-~Sarasota/Bradenton. December, 1978
Detroit-West Palm Beach . . December, 1978
Chicago-West Palm Beach . . . December, 1978

Bos:an-syml‘se a o o @ & » . e & e o o Decemher’ 1978
Minneapolis/St. Paul-Detroit . . . . e « « » » December, 1978

s 2
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Numerous route applications are now pending with the CAB and North Central
has recently received route awards and authorizations for service which have
not yet been implemented. Because of the recent changes in the regulatory
statute, North Central's management expects that further inauguration of new
service will not be as limited by its ability to receive new route awards from
the CAB as it has been in the past. Ability to provide service with equipment,
facilities and personnel as well as competition on routes are expected to be

more significant factors to future operations and route development than they
have previously been. : ' -

INSURANCZ

The company carries insurance of types customary in the airline industry
and in amounts deemed adequate to protect the company and its property. The
principal coverages include public liability, passenger liability, baggage
and cargo liability, property damage, worker's compensation, loss or damage
to flight equipment, and fire insurance on countents of hangars and buildings
used by the company.

COMPETITION

North Central is subject to competition in varying degrees between all
the points served by it from surface carriers of various kinds. North
Central provides feeder service to many smaller markets in which no other
regional or trunk airline operates. Some of these smaller markets are also
served by commuter air carriers which are not certificated by the CAB, but
the extent of such competition is not substantial. In 1978 and 1977, North
Central generated 46Z and 58% respectively of its revenue passenger miles
over routes on which it did not compete with other certificated air carriers.
North Central faces competition, principally from trunk airlines, in the
markets where traffic is heaviest. 1In 1978 and 1977, North Central generated
54% and 42%, respectively, of its revenue passenger miles from such routes.



For the twelve month period ended September 30, 1977 and 1978, the top market
accounted for 7.8% and 8.2%, respectively, of the revenue passenger miles

for scheduled service and the top ten markets accounted for 44.9Z and

48.0%, respectively. During these periods the top ten markets were on

routes where North Central competed with one or more trumk line carziers, —
- regional carriers or commuter carriers, except for two markets which repre~
sented 7.8Z of the scheduled revenue passenger miles durding the 1977 period
and 9.1% during the 1978 period. With the enactment of the Deregulation

Act, North Central expects greater competition in terms of rates and fares.

MUTUAL AID AGREEMENT

On January 1, 1971, North Central became a party to the Mutual Aid
Agreement in effect between most of the United States scheduled certificated
air carriers. Pursuant to the terms of the Agreement, participating carriers
agree to make payments om a formula basis to any carrier whose operations
are curtailed by virtue of a strxike. Under the Mutual Aid Agreement, each
party to the Agreement pays a struck carrier amounts equal to certain windfall
revenues attributable to the strike, less additioral direct expenses incident
thereto. In addition, a struck carrier receives supplemental payments which
together with such windfall revenues, equal 502 of the struck carrier's
normal air transport operating expenmses during, the £irst two weeks of a strike,
45Z during the third week, 40Z during the fourth week and 35% thereafter.
Obligations for such supplemental payments are limited to an ammual maxfimom
liability in respect of any party of 12 of its transport operating revenues
for the previous calendar year.

The Deregulation Act disapproved the Mutual Aid Agreement, but permits a
pore limited version meeting certain requirements. North Central is not
presently considering any proposal for a revised mutual aid agreement con-
forming to the specifications of the new law.

In 1978, a party to the Mutual Aid Agreement experienced a prolomnged
strike of 109 days. North Central fiies a number of routes in competition
with the struck carrier. While the exact impact of the strike on North
Central's 1978 revenues and earnings canmot be fully determined, the increases
in passenger revenues due to the strike were substantial and North Central
believes that the strike comntributed to its 1978 profitabiliey.

REGULATION AND FARES

The company is subject to the jurisdiction of the'CAB and the Federal
Aviation Administration ("FAA"), both of which exercise regulatory authority
over air carriers pursuant to the Federal Aviation Act of 1958, as amended.

Until recently amended, the Federal Aviation Act established a pervasive
system of economic regulation of airlines. Route authority and rates were __
closely regulated as well as most agreements concerning air carriers and
various mergers, acquisitions or interlocking relationships involving air
carriers or other persons engaged in a phass of aercnautics. On November 6,
1977 the Federal Aviation Act was amended to substantially eliminate regu-
lation of air cargo eatry and rates. On October 24, 1978, the Airline
Deregulation Act of 1978 ("Deregulation Act") was enacted into law and sub-
stantially altered regulatory policies and procedures with a view toward
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ending most forms of economic regulation of domestic air transportation. The
Deregulation Act also abolishes the CAB on January 1, 1985. The more sig-
nificant provisions of the Federal Aviation Act as amended by the Deregulation
Act are discussed below.

Policy Statement of the Deregulation Act. In determining "public interest"”
and "public convenience and necessity"— the touchstones of the CAB's regulatory
authority— the Deregulation Act directs the CAB to place maximum reliance om
competitive marker forces, actual and potential competition, encouraging
efficient and low price air services, avoiding unreasonmable industry concen-
tration, encouraging new entry into air transportation, strengthening of
small air carriers, and maintaining a comprehensive and convenient network
of service to small communities.

Route Authoriry. Consistent with the increased emphasis on competition,
the Deregulation Act provides that regulation of route authority will termi-
nate on January 1, 1982, In the meantime, the CAB is authorized to establish
expedited non-hearing procedures for granting new routes and removing route
restrictions. A presumption is made in favor of granting all route applicatiouns
of persons found fit to engage in alir transportation. Various procedural
deadlines are also established to assure prompt action by the CAB on these
matters. In addition, the Federal Aviation Act now provides, subject to certain
limited exceptions, for the automatic grant of nonstop rights to the first
applicant seeking to replace another carrier on the unused nonstop authority
of that other air carrier and for the automatic grant to each air carrier of
nonstop rights between one city pair of its choosing for each of the three
years 1979, 1980 and 198l. The CAB's power to exempt air carriers from the
certification requirements has also beem broademed, and a specific exemption
is provided for dgmestic air carriers which operate solely aircraft with a
maximum capacity of less than 56 passengers.

Suspensions of Service. CAB approval is no longer required for carriers
to discontinue service to a point. A carrier must, however, give 90 days
notice prior to discontinuing service. I1If the CAB determines that service
to such point would fall below the level of "essential air tramsportatiom,
the CAB may require the carrier to continue serving the point for additiomal
30 day periods until a replacement carrier is found. In such event, the CAB
must compensate the carrier for losses incurred during such additlonal periods
of service to the point.

Rates and Fares. Regulation of passenger fares by the CAB will terminate
on January 1, 1983. In the meantime carriers may lower fares in all markets
as much as 502 per year below the standard industry fare level and after
July 1, 1979, may raise fares as much as 5% per year in markets which are
substantially competitive. The CAB retains the power to approve or disapprove
fare changes outside this range after considering the new policies calling
for greater reliance on competitive market forces. The CAB's power to set
mail rates continues until January 1, 1985.when it is transferred to the
Postal Service.



The FAA's authority covers the safety of flying operatioms generally,
including regulations as to equipment used, ground facilities, airport security
and other technical matters. The FAA prescribes certain safety standards,
including the number of hours which air-frames, engines and other aircraft
components can be operated before being overhauled.

Pursuant to the Noise Control Act of 1972, the FAA is empowered to
promulgate regulations comnvering aircraft noise. In December 1976, the
FAA, following a November 1976, Department of Transportation ("DOT™) Aviation
Noise Abatement Policy Statement, established regulatioms which required
the company to either retrofit or replace jet engines, which exceed the
established maximm noise level, by January 1, 1983. In the present fleet,
18 DC-9-30 aireraft have engines which will have to be modified. While the .
precise figure is not available, it is estimated that the cost to retrofit
the engines will be $4,500,000.

In January, 1977, the Administration requested Congress to consider
legislation providing for Federal funding for retrofitting and/or re-
placement of aircraft. On September 14, 1978, the House of Representatives
passed a bill (H.R. 8729) providing Federal funds for up to 90Z of the
retrofit cost, as determined by the DOT, for each airecrafr retrofitted, up
to 75% of the cost of replacing engines on aircraft pot in compliamce with
the Federal regulations and up to 40Z of the replacement cost for each
aircraft replaced. Since the Senate did not pass similar legislation during
the Second Session of the 95th Congress, the proposal must be reintroduced
before. it can be considered by either the House or the Senate. The ultimate
disposition of these proposals cannot be predicted at this tinme.

. The Post Office Department also has jurisdiction over a part of the company’s
operation. This relates to the facilities dealing with the transportation of
mail and the services connected therewith. Labor relatioms in the air trans-
port industry are regulated under the Railway Labor Act, as amended. By reason

. of the use of radio facilities in its operations, the company is also subject
to the Commmications Act of 1934, as amended. In addition, the Canadian

government has jurisdiction over the company's authority between Canada and
the United States. .

There are presently pending in various states proposals for regulation
of noise levels and emission of pollutants by all airlines. The costs of
complying with the proposed state regulations would involve substantial
additional expense. The company believes that such areas of state regu-
lation are preempted by the Federal regulation of its activities.



FUEL

In prior periods, principally 1973 through 1976, North Central experi-
enced great difficulties in obtaining necessary amounts of fuel. Currently
"localized shortages are being experienced due to the Iranian situationm.
Scheduled service is being selectively reduced as a way to conserve fuel
and the company expects to be able to continue service to all cities. Fuel
costs have represented an increasing percentage of operating expenses. The
following table sets forth North Central's fuel costs for the last five years:

Year ended December 31
121§ 1977 1976 1975 1974
Weighted Average Cost Per

Gallon e & © » o 0 o o e $ 4030 s 03705 s -3223 s -3065 $ .1943
Total Gallons Consumed

(000). -« &« = = « « « . . 106,082 93,216 84,112 77,452 74,640
Total Fuel Expense(000) . $43,012 $34,662 $27,223 $23,918 $14,758

Substantial reductions in fuel supplies and/or increases in fuel prices, if
not offset by related fare increases, could have a material adverse effect on
the operations and earnings of North Central.

The Mandatory Fuel Allocation Regulations adopted by the Federal Energy
Administration ("FEA") pursuant to the Emergency Petroleum Allocation Act
of 1973 impose allocation and price controls on jet fuel. The Energy Policy
and Conservation Act of 1975 and the Department of Energy Organization Act
of 1977 continued the authority of FEA controls, with certain changes.
. Pursuant to those Acts, the Department of Energy on February 12, 1978 issued
a preliminary report which concluded that aviation jet fuel should no longer
be subject to allocation and price regulations and proposed to terminate
these regulations. Public hearings on this proposal have been held, and
after review by the Federal Energy Regulatory Commission and submission to
the Congress (where either the Senate or House could overrule the proposal
within fifteen days after submission), the regulations will terminate. It
is now expected that the regulations will terminate some time during 1979
and that as a result all air carriers, including North Central, could incur
substantial additional fuel cost increases. In addition, President Carter
has recommended to Congress changes in the existing laws imposing controls
on the price of domestic U.S. crude oil. If these recommendatiouns are
adopted, the cost of domestic U.S. crude oil will approximate the cost of
foreign crude oil. Further increases by OPEC producers could see the cost
of imported crude oil continue to escalate. These events could substantially
increase the price of U.S. petroleum products, including aviation fuel.

EMPLOYEES

As of December 31, 1978, the company employed approximately 4,460 persoms,
substantially all of whom are represented by unions. Employee relations have
been satisfactory and there have been no work stoppages or strikes.

—9-



PROPOSED MERGER

On September 5, 1978, the company and Southernm Airways, Inc. executed
an Agreement and Plan of Merger containing the definitive terms and con~-
ditions of the merger of Southern with and into the company. The Merger
Agreement provides a formula which results in the conversion of one share
of Southern common stock, exchanged on the effective date of the merger,
for 2.1 shares of the company's stock. On February 9, 1979, a Civil
Aeronautics Board Law Judge issued an initial decision favoring the merger,
and on February 22, 1979, stockholders of both companies approved the
merger. Consummation is subject to the approval of lenders, the CAB
and the President of the United States.

Reference is made to the Company's definitive proxy statement amd
prospectus dated January 9, 1979 for the Special Meeting of Stockholders
and incorporated as an attachment herewith.

-10-
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eligible portiom of its system. '

NORTE CENTRAL AIRLINES, IiC.

NOTES TO SUMMARY OF OPERATIONS

Five years ended December 31, 1978

o

PUBLIC SERVICE REVENUES

As a regional carrier, the company receives public service
revenues for serving small and intermediate size commmities which

do not generate sufficient traffic to fully suppert profitable air.

service. The amount of such payments is determined by the Civil

Aeronautics Board on the basis of its evaluation of the amount of

revenue needed to meet operating expenses and provide a reasomable -
return on investment with respect to eligible routes. :

. e s ——— — e E—— e — — ————

Public gervice revenues for the period January 1, 1978 through Jume 30,
1978 were computed and paid under the provisions of Class Rate VIII,
which had been in effect since July 1, 1976. The CAB has proposed
Class Rate IX to become effective July 1, 1978, however, a joint
objection to some of the provisions of this rate has been filed by

the ragiomal airlines, and at this time no final rule making has been
issued by the Board. Estimates of revenues due under the new rate were
based upon figuras proposed by the CAB ag they affect North Cemtral.
Class Rate IX and -subsequent rates were affected by the Airline Deregu=-
lation Act of 1978 with respect to the offsetting of certain revenues
not relating to subsidy-eligible servicas. Effective October 24, 1978,
non-~related revenues may not be offset against a carrier’s need on the

NET EARNINGS PER SHARE

Primary net earnings per share for the years 1977, 1976, 1975 and
1974 were computed by dividing net earmings by the weighted average
number of common shares outstanding for the period (12,328,158 in
1977; 12,164,424 1in 1976; 12,212,427 in 1975; and 12,431,869 in
1974). Commom equivalent shares for the options and warrants and
adjustments to net earnings from their assumed exercise were excluded
from the computations for the above mentioned periods since their

inclusion would have been antidilutive or would not have resulted in
material dilution of earnings per share.

Fully diluted earnings per share for the years 1977, 1976, 1975 and

1974 are not presented since the computations would not have resulted
in material dilution of earnings per share.

-12-
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NORTH CENTRAL AIRLINES, INC.

NOTES TO SUMMARY OF OPERATIONS

Five years ended December 31, 1978

Primary net earnings per share for 1978 were computed by dividing
adjusted net earnings by the weighted average pumber of common shares
and common equivalent shares outstanding (13,027,063). Common equiva-
lent shares result from the assumed exercise of stock options and

.warrants using the "treasury stock" method. Since the number of shares

assumed to be purchased using the "treasury stock” method is less than
the 20Z limitation, no adjustment is required to net earnings.

Fully diluted earnings per share is not presented for 1978 since it is
the same as primary earnings per share.

PENSION COSTS

The company has pension plans for substantially all of its employees
and funds 1its.current expemse of normal costs and amortization of

prior service costs over 40 years. Asset appreciation or depreciation
is applied to the unfunded prior service cost. Pension funding is
determined under the unit credit and aggregate frozem liability methods.
Total pension expense was: 1978 - $7,703,000; 1977 - $6,346,000;

1976 - $5,282,000; 1975 - $4,489,000; 1974 - $4,150,000.

At January 1, 1978, the latest actuarial valuation date, the total

market value of fund assets exceeded the actuarially computed value
of vested benefits for all plans by approximately $2,691,000.

MANAGEMENT'S DISCUSSION AND ANALYSIS OF EARNINGS
For additional information relating to the Suﬁmary of Operations

see Financial Review on Pages 4 and 5 of North Central Airlines, Inc.
1978 Annual Report to stockholders incorporated herein by reference.
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Item 3. PROPERTIES

FLIGHT EQUIPMENT PROGRAM

The company operatas Douglas DC-9 fan jets and Convair 580 prop jets™
as indicated in the table below.

Adrcraft Seating Number of Aircraft

Tvve Capacicy Quned Leased On _QOrder
DC-9-50 130 13 1 11
DC-9-30 100 15 5 -
Cv-380 48 24 - -
727-200 164 - - 3

The 24 CV-580's and 30 DC-9s are owned by the company subject to
cutstanding chattel mortgages. Five DC-9-30 aircraft are operated under

long-term leases and ome DC-9-50 aircraft is operated under a short-term
lease. :

The company has purchase agreements with McDonnell Douglas Corporation
for the purchase of eleven (11) DC-9-50, 130 passenger aircraft for delivery
during 1979 and 198Q0. The approximate total cost of this equipment purchase
will be $125,900,000. .

In January 1979 the company signed a letter of intent with provision for
cancellation, to purchase four (4) McDomnell Douglas Corporation DC~9-80
aircraft and obtained optioms om four (4) additional aircraft. The approxi-
mate total cost of this equipment purchase will be $104,600,000. :

During 1978, the company signed a purchase commitment with options to
cancel prior to July 1979, with Boeing Aircraft Company for three (3)
727-200 aircraft for delivery in 1980 and an option for four (4) additiomal
727-200's for delivery in 1980 and 198l. This equipment purchase would be
approximately $104,100,000.

The present fleet of DC-9s includes the series 30 and.the serias 50.
The stretch series 30 was first placed in service in 1967 and is powered
by two (2) Pratt & Whirney JI8D fan jet engines mounted at the rear of the
aircrafc. The DC-9 series 30 is flown as a 100 passenger aircraft and
designed to substantially reduce engine noise and vibration within the
passenger compartment and cruise at speeds of up to 510 miles per hour at
operational altitudes of up to 35,000 feet. The newer DC~9 series 50, a
stratch version of the series 30, is flown as a 130 passenger aircrafr.



Substantially all of the owned flight equipment and spare aircraft parts
are pledged as collateral to secure amounts due banks under the company's
loan agreements. The loan agreements contain certain covenants, limitations
and restrictions including those relating to dividends, capital expenditures,
additional borrowings and requirements relating to minimum working capital
and ner worth. The company has, from time to time, obtained conseuts, waivers
and modifications of the terms of such loan agreements in respect to financial
covenants and conditions in complying with the terms of these covenants.

OTHER FACILITIES

The company owns no real estate. Its administrative offices and primary
maintenance base are located at the Mimmeapolis/St. Paul .International
Airport where the company occupies a facility consisting of approximately
125,000 square feet of hangar floor space and 391,000 square feet for offices,
shops and other facilities. The facility is leased on a net lease basis
from the Metropolitan Airports Commission for a 30-year term at an annual

rental of approximately $1,000,000. The company took occupancy of these
facilities during 1969.

The company leases approximately 43,000 square feet of hangér and office
space at 0'Hare International Airport. These leases are for a term of 40

years expiring on January l, 1999, with an annual net rental of approximately
$275,000.

A hangar containing approximately 50,000 square feet of space at the
Detroit Metropolitan Wayne County Airport is leased by the Company. Annual
net rental payments range from approximately $104,000 to $116,000 over the
term of the lease which is 25 years expiring om July 1, 1990.

Ticket counter space and gate boarding areas are leased at airports which
the company serves, and in several cities downtowmn ticket offices or reser-
vation facilities are also leased. The aggregate annual rental for these
offices and facilities, exclusive of those located at Minneapolis/St. Paul

International Airport, O'Hare and Wayne County Airport, is approximately
$2,300,000.

Use of landing fields is secured by lease or other arrangements at the
various airports with the amount of the fees payable by the company normally
dependent upon the extent of use by the company. These leases vary in duration
from month toc month to a maximum of 40 years. The facilities leased at O'Hare,
in effect, provide for a minimum annual landing fee of approximately $300,000.



North Central has acquired computer equipment, some of which it expects
to use in its future operations, and pending such use has leased the
equipment to third parties. The duration of the leases ranges from 3 to 8
years. The equipment on lease prior to 1978 consisted of one IBM 370/158,
one IEM 370/168, and various peripheral equipment. In September 1978, —
North Central purchased a new generation IEM 3033 computer and accessories,
which it is leasing to a third party for a term of four years with a one-
year remewal option. The purchase has been financed by a loan of $4,200,000
payable in monthly installments over a seven~year periocd with interest at
the rate of 8-3/4%. In December 1978, North Central took delivery of am IBM
3033 computer for its own use at a cost of approximately $4,000,000. North
Central has also ordered two IEM 3032 computers for delivery in 1980 at a
cost of $5,600,000. It is anticipated that ome IBM 3032 will be leased to
a third party and the other will be used by North Central. The financing
for the two IBM 3032 computrers will be arranged at a time nearer the delivery
date of these units.

For additional information regarding flight equipment and ather facilities
see Note B -~ Long-term Debt; Note C - Lessee Leasing; and Note D - Commitments
on pages 20-22 of North Central Airlines, Inec. 1978 Annual Report to Stockholders.
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Item 4. PARENTS AND SUBSIDIARIES OF REGISTRANT

The Registrant has no parent or subsidiaries.

Item 5. LEGAL PROCEEDINGS

None, other thin routine litigation incidental to the Registrant’'s

business.
Item 6. INCREASES AND DECREASES TN OUTSTANDING SECURITIES AND INDEBTEDNESS.

(a) The following are the increases and decreases during the fiscal
year in the amount of outstanding equity securities of the Registrant.

Balance -
December 31, 1977

Increases:
Exercise of stock options
Conversion of warrants to
purchase common stock
Decreases:
Exercise of stock optiomns

Conversion of warrants to
purchase common stock

Payment at maturity

Balance -
December 31, 1978

Warrants
to Purchase
Common Common Stock
Stock Stock Options
12,328,158 2,649,061 218,550
(1) 28,300 - -
(1) - - 28,300
2) - 9,573 -
12,366,031 . 2,639,488 190,250

5 1/2%
Subordinated

Convertible

Debentures

$ 690,000

690,000

=

(1) No underwriters were involved in this transaction. The above transactions
were exempt under Section 4(2) of the Securities Act of 1933 as a trans-
The appropriate
restrictive legend has been placed on the certificates and stoptransfer
instructions given as necessary.

action by an issuer not involving a public offering.

(2) Shares of common stock issued pursuant to registration statement No. 2-62535.
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(b) The following are the increases and decreases during the fiscal
year in the amount of outstanding debt securities of the

Registrant.
Equipment
Bank Trust
Credit Agreement Certificate (1)
Balance at December 31, 1977 $64,000,000 $ -
Increases:
Additional borrowings:
Per first quarter Form 10-Q 8,000,000 -
Per second quarter Form 10-Q 3,500,000 18,000,000
Per third quarter Ferm 10-Q - 27,000,000
Fourth quarter (2) 6,000,000 | -
Decreases:
Periodic payments made pursuant to
terms of comstituent instruments:
First quarter 2,041,000
Second quarter ' 2,041,000
Third quarter 2,041,000
Fourth quarter 2,040,000
Balance at December 31, 1973 $73,335,000 $45,000,000

(1) The above transaction was exempt under Section 4(2) of the Securities Act
of 1933 as a transaction by an issuer not involving a public offering.

(2) In the fourth quarter, the company borrowed an additiomal $6,000,000 under
a credit agreement with Northwestarn National Bank of Mipmmeapolis, Citibank,
N. A. and First Wisconsin National Bank of Milwaukee. At December 31, 1978,
the- company had approximately $73,335,000 outstanding under the agreement
compared with $69,376,000 at September 30, 1978. The borrowing was applied —
to the deposits on three (3) Boeing 727-200 aircraft. .
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Item 7.

CHANGES IN SECURITIES AND CHANGES IN SECURITY FOR REGISTERED SECURITIES

The company's loan. agreements with several banks contain certain
restrictions on the payment of dividends, capital expenditures, .
lease obligations, investments, guarantees, additional borrowings

and requirements related to minimum working capital and met worth.

As of December 31, 1978, the company was restricted from paying

cash dividends in excess of approximately $18,298,000 subject to certain
working capital restrictions, under the above agreements.

The above restrictions were in effect in prior periods and there were

no material changes or modifications during the current period.

Item 8. DEFAULTS UPON SENIOR SECURITIES
None
Item 9. AFPROXTMATE NUMBER OF EQUITY SECURITY HDiDERS
Number of Record Holders
Title of Class _as of February 15, 1979
Common Stack $.20 par value 28,976
Warrants to purchase Common Stock 2,203
Item 10. SUBMISSION OF MATTERS TO A VOTE OF SECURITY HOLDERS

Item 1ll.

On February 22, 1979, a Special Meeting of the Stockholders was held
to: (1) approve and adopt the Agreement and Plan of Merger dated
September 5, 1978 between the Company and Southern Airways, Inc.
(10,064,709 affirmative and 248,601 negative votes were cast on this
issue); (2) consider and act upon the proposal to amend the Restated
Articles of Incorporation (9,449,845 affirmattve and 863,465 negative
votes were cast on this issue).

Reference is made to the Company's definitive proxy statement and _
prospectus dated January 9, 1979 for the Special Meeting of Stockholders
and incorporated as an attachment herewith.

INDEMNIFICATION OF DIRECTORS AND OFFICERS

Section 180.407 of the Wisconsin Corporation Law relative to
idemni{fying directors and officers provides as follows:

"180.407. Idemmifying directors, officers and
employees. Any person made a party to or threatened with,
any civil, eriminal, or administrative action, suit or
proceedings by reason of the fact that he, his testator
or intestate, is or was a director, officer or employee of
any corporation shall be indemnified by the corporation
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against the reasonable expenses, including attorney fees,
actually and necessarily incurred by him in conmection with
such action, suit or proceeding, or in connection with any
appeal therein, except as to matters as to which such
director, officer or employee is guilty of negligence or
misconduct in the performance of his duties. Such right of
indemnificaticn shall not be deemed exclusive of any other
rights to which such director, officer or employee may be
entitled apart from this section.”

Reference is also made to the following exhibits, which are
incorporated herain by reference:

(a) Article VII of the Registrant's By-Laws, filed as
Exhibit 3.02 to Registration Statement on Form S-1 (No. 2-34486).

(b) Officers and directors indemmity insurance pelicy,
filed as Exhibit 12.01 to Registration Statement on Form S-1
(No. 2-43265).

Item 12. Financial Statements, Exhibits Filed and Reports om Form 8-RK.

(a) (1) The financial statements listed below are filed as part
of this Ammual Report om Form 10-K;

Page Reference -

Forn Annual
10-K  Report

s,

Data is incorporated by reference from attached 1378
Annual Report to Stockholders of North Central '
Airlines, Inc. With the exception of the financial
statements on pages 16 through 23 and the financial
review on pages 4 and 5 which have been incorporated
herein by reference, the Annual Report to Stockholders
for 1978 is not to be deemed "filed" as part of this
Annual Report on Form 10-K,

Balance sheets at Decsmber 31, 1978 and 1977 16

Statements of earnings for the years ended December 31,
1978 and 1977 17 .

Statements of changes in financial position for the years

ended December 31, 1978 and 1977 18
Statements of changes in stockholders' equiti for the years

ended December 31, 1978 and 1977 19
Notes to financial statements - 20-23
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Page Reference
Form Annual

10-K  Report
Attachments incorporated herewith to Form 10-K:
Auditors' Report P-1
Additional notes to financial statements F=2-5
Schedules:
Schedule V - PROPERTY, PLANT AND EQUIPMENT
Year ended December 31, 1978 F-6
Schedule VI - ACCUMULATED DEPRECIATION, DEPLETION AND
AMORTIZATION OF PROPERTY, PLANT AND
EQUIPMENT
Year ended December 31, 1978 =7
Schedule VII - INTANGIBLE ASSETS, PREOPERATING EXPENSES
AND SIMITAR DEFERRALS
Year ended December 31, 1978 F-3
Schedule IV - BONDS, MORTGAGES AND SIMILAR DEBT
Year ended December 31, 1978 P-9
Schedule XIT -~ VALUATION AND QUALIFYING ACCOUNTS AND
. RESERVES :
. Year ended December 31, 1978 P-10
Schedule XIIT - CAPITAL SHARES )
Year ended December 31, 1978 F~-11
Schedule XIV - WARRANTS GR RIGHTS
Year ended December 31, 1978 . F-12
Schedule XVI - SUPPLEMENTARY INCOME STATEMENT INFORMAIION
Years ended December 31, 1978 and 1977 F-13

Schedules V, VI, VII, and XII for the year ended December 31, 1977 are
incorporated herein by reference to the registrants Ammual Report on
the Form 10-K (File No. 1-7169) for the year ended December 31, 1977.

All other schedules have been omitted since the required information is
not present or not present in amounts sufficient to require submission

of the schedule, or because the information required is included in the
financial statements or the notes thereto.

(a) (2) Exhibits: (1) Statement of computations of earnings
per share for the five years ended December 31, 1978.

(2) Data incorporated by reference from
attached Proxy Statement and Prospectus dated January 9,
1979 for the Special Meeting of Stockholders.

(b) There were no reports filed on Form 8-K during the last
quarter of 1978.
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Executive Officers of the Registrant

The following is a list of the officers of the Registrant:

Officer Positions with the Company
Name Age _Since for the Last Five Years
Bal N. Carr 57 1947 Chairman of the Board and
management executive
Bernard Sweet 55 1950 President and Chief Executive
Officer
JC Constantz 63 1978 Assistant to the President 1/1/78 - 12/1/7
Vice President-Federal Affairs 12/1/78-
Jom P. Dow 48 1959 Vice President and Secretary
Robert L. Gren 56 1973 Vice President-Maintenance
and Engineering
George J. Karmas 48 1973 Vice President -Inflight
Service
Daniel T. May 48 1962 Vice President - Fimance
Gowan J. Miller 57 1966 Vice President-Industrial
Relations
David E. Moran 48 1967 Vice President-Traffic & Sales
T. M. Needham 63 1965 Vice President-Ground Operations
James F. Nixon 38 1970 Treasurer and Manager-
" Internal Auditing 12/3/71 - §/27/
Vice President and
Treasurer 9/27/74 -
G. F. Wallis 35 1965 Vice President-Flight
Operations
Charlotte G. Westberg 61 1962 Assistant Secretary 4/4/62  9/27,
Vice President-Staff
Administration 9/27/74 = 4/7/

Staff Vice President 4/7/76 -



Officer

Name Age Since
Joseph W. Ettel 32 1974
Raymond J. Rasenberger 51 1974
Ralph Strangis 42 1976
Walter E. Nielsen 51 1974
Michael D. Meyer 34 1974

Positions with the Company
for the Last Five Years

Staff Assistant-Industrial

Relations
Assistant Secretary

Assistant Secretary
Assistant Secretary
Manager-General |
Accounting

Assistant Treasurer

Manager-Budgets
Controller

4/3/72 -11/22/74
11/22/76-

11/22/74

4/7/76

5/1/67 - 9/27/74
9/27/74 :

8/1/70 - 9/27/74
9/27/74 -

There is no family relationship among the officers of the Registrant. All of
the executive officers listed above serve at the pleasure of the Board of Di-
rectors except for Hal N. Carr, whose employment agreement with the company pro-
vides for his continued employment in a full-time capacity as a management
executive of the company until April 7, 1986, at an annual salary of not less
than $200,000, and Bernard Sweet, whose employment agreement with the company
provides for his continued employment in a full-time capacity as a management
executive of the company until April 5, 1983, at an annual salary of not less
than $200,000. The agreements also provide for certain salary continuation
payments in the event of the death or disability of Mr. Carr or Mr. Sweet.

They are also entitled to participate in other employee benefits provided by the

company generally for its employees.

All of the executive officers have been officers or employees of the Registrant
for the past five years with the exception of Mr. Rasenberger, Mr. Strangis and
Mr. Constantz. Mr. Ragenberger has been a partner in the law firm of Zuckert,
Scoutt and Rasenberger, Washington, D. C. for more than the past five years.
Mr. Strangis was a partner in the law firm of Maslon, Kaplan, Edelman, Borman,
Brand & McNulty, Minneapolis, Minnesota for more than five years prior to
October, 1978, when he became a partner of the law firm of Strangis and Kaplan,
Minneapolis, Minnesota, a positiom he currently retains. Mr.
head of the Economic Analysis Division of the CAB for more tham five years prior

to joining North Central.

=23~
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PART II.

Additional reference is made to the Registrant's definitive proxy statement
dated March 5, ' 1979, for the 1979 annual meeting of stockholders with respect
to information covering Items 13 through 15 inclusive.

SIGNATURES

Pursuant to the requirements of Section 13 or 15(d) of the Securities Exchange
Act of 1934, the Registrant has duly caused this report to be signed on its
behalf by the undersigned, thereunto duly authorized.

NORTH CENTRAL AIRLINES, INC.

Dated: March 29, 1979 BY /s/ Michael D. Meyer

Michael D. Meyer
Controller
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AUDITORS' REPORT

Stockholders and Directors
North Central Airlines, Inc.

We have examined the balance sheets of North Central Airlines, Inc.
(a Wisconsin corporation) as of December 31, 1978 and 1977, and the
related statements of earnings, changes in stockholders' equity and
changes in financial position for the years then ended. Our exami-
nations were made in accordance with generally accepted auditing
standards and, accordingly, included such tests of the accounting re—
cords and such other auditing procedures as we considered necessary
in the circumstances.

In our opinion, the financial statements referred to above present
fairly the financial position of North Cemtral Airlines, Inc. at
December 31, 1978 and 1977, and the results of its operations and
changes in its financial position for the years then ended, in con-
formity with generally accepted accounting principles applied omn a
consistent basis.

In connection with our examinations of the financial statements
as of December 31, 1978 and 1977 and for the years then ended, we
have also examined the additional notes to financial statements and
the schedules listed under Item 12(a) (1) and included herein. In our
opinion, such additional notes and schedules present fairly the information
required to be set forth therein.

Alexander Grant & Company

Minneapolis, Minnesota
February 22, 1979
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NORTH CENTRAL AIRLINES, INC.

ADDITIONAL NOTES TO FINANCIAL STATEMENTS

December 31, 1978 and 1977

NOTE M - DEPRECIATION

Depreciaticn is provided in amounts sufficient to relate the cost
of depreciable assets to operations over their estimated service lives
on a straight-line basis for financial and tax reporting purposes.

Prior to 1968 accelerated depreciation methods for flight equipment
were used to determine taxable income. The company subsequently

changed to the straight-line method. Accumulated depreciation de-
ducted for income taxes exceeded financial depreciation by $7,143,0Q00
and $7,045,000 as of December 31, 1978 and 1977, respectively. Deferred
income taxes have been provided on these amoumts. Annual rates of
depreciation are as follows:

Life
in Years
Aircraft airframe, engines, propellers and
navigational equipment:

Dc-g-so..'...-............‘.-... 15
DC=9=30 .« ¢ ¢ ¢ o ¢« o« = o o s o o o s 2 s s « a o« o = 15
Comvair 580 . . . . « . . .

Assemblies and spare parts:

e o s o s o s o s e s e (a)

DC=9=50 ¢« v o ¢ o o ¢ ¢ 4 o o « o o o s o s s 2 s o & (b)
DC=9=30 ¢« ¢ o ¢ o ¢ o ¢« ¢ = s o e« o s s s 2 o a s s « (c)
Comvair 580 « & v ¢ ¢ o o o o o 2 2 o o s a o s s o = (a)
Leasehold improvements and improvements toc leased
@QUIPEAT . & ¢« o o + ¢ o o o o o o 2 e e 2 e o o . o o (d)

Station, communication, hangar and ramp equipment,

storage and distribution, maintenance and engineering, )
miscellaneous ground equipment and motorized vehicles . 5-10
Pagssenger and food service equipment . . . . . . . . . . 3~ 7
Office equipment . . . ¢ ¢ 4« ¢ o ¢ ¢ 2 « o 2 « o o » o & 8 - 12

(2) Convair 580 aircraft, emngines, propellors, navigational equipment,
and assemblies and spare parts purchased before January 1, 1977
have a common retirement date of June 30, 1979; purchases after
January 1, 1977 have a common retirement date of December 31, 1983.

(b) DC-9-50 assemblies and spare parts have a common retirement date of -~
December 31, 1991.

(c) DC-9-30 assemblies and spare parts have a common retirement date of
December 31, 1986.



NORTH CENTRAL AIRLINES, INC.

ADDITIONAL NOTES TO FINANCIAL STATEMENTS

December 31, 1978 and 1977 -

NOTE M - DEPRECIATION-—comntinued

(d) Amortization of leasehold improvements and improvements to leased

property is based on the useful life of the asset or the life of
the lease, whichever is less.

Maintenance and repairs are expensed as incurred. Major spare parts
are capitalized and depreciated as above.

Residual amounts on disposal of property and equipment are eliminated
at time of disposal. No gain or loss is recognized at time of disposal
of assets being depreciated on a group basis. Gain or loss on assets
being depreciated on a non-group basis is recognized as non-operating
income or expense.

NOTE N - REPLACEMENT COST DATA (unaudited)

The following table reflects the estimated replacement cost of the company’s
property and equipment at December 31, 1978 and 1977 and related depreciation
expense in accordance with Accounting Series Release No. 190. Replacement
cost is defined as the lowest cost that would be incurred to obtain new assets
of equivalent operating or productive capacity.

The data presented below is based on reasonable estimates of the cost to
replace all of the company's current productive capacity but does not mean
that the company has current plans to do so. The figures are not intended
to reflect the current market value of existing property and equipment.

December 31, 1978 December 31, 1977
Estimated Estimated
Historical Replacement Historical Replacement
Cost Cost Cost Cost

(in thousands of dollars)

Property and

equipment .
Flight equipment $237,152 $419,484 $185,307 $311,430
Other property and .
equipment 42,336 53,107 36,966 47,036
279,488 472,591 222,273 358,466
Less allowance for . d
depreciation ’ 73,960 125,060 - 75,835 122,301
205,528 ©.347,531 146,438 236,165
Depreciation allowance ¢ 15,791 $ 26,701 $ 14,173 $ 22,857
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NORTHE CENTRAL AIRLINES, INC.

ADDITIONAL NOTES TO FINANCIAL STATEMENTS

December 31, 1978 and 1977

NOTE N - REPLACEMENT COST DATA (unaudited)— continued

In the air transport industry the available passenger seat Is the
_ primary wnit of productive capacity. The company has estimated
the replacement cost of its current flight equipment by multiplying
the total number of passenger seats.(based on maximm aircraft
seating capacity) by the per-seat price at December 31, 1978 and
1977 of new aircraft. The price of new aircraft was determined
based on actual delivered cost of new aircraft at December 31, 1978 and
1977. The per-seat price method has been developed by the Air Transport
Association for use in the airline industry. While the same nuber of
seats would be available, the number of aircraft available to the company
would be reduced since there would be more seats in each of the re—-
placement aircraft than in each of the aircraft currently operated.

Spare parts supporting the aircraft fleet have been estimated based on
the ratio of the historic costs of these assets to the historic cost
of the aircraft. Replacement cost of flight equipment expendable
spare parts have been omitted since they are not held for resale and
generally turnover within one year.

Replacement cost of owned and capitalized leased ground equipment was
estimated by using price indices from the Bureau of Labor Wholesale
Price Index. Facilities and aircraft accounted for under the operating

method, as described in Note C to the financial statements, are not
included in raplacement cost data.

« Since historical depreciation is computed on the straight-line method,
accumulated depreciation for assets whose replacement cost is estimated
is calculated by using the same ratio as the historical reserve is to
historical cost and applying this ratio to the assets estimated cost.

F=4



NORTH CENTRAL AIRLINES, INC.

ADDITIONAL NOTES TO FINANCIAL STATEMENTS

December 31, 1978 and 1977
NOTE N - REPLACEMENT COST DATA (unaudited)- continued

No allowance has been made in the above estimates for efficiency
resulting from the replacement of present productive capacity with more
efficient assets. If the company were to replace its productive
capacity, the egquipment selected would probably provide savings through
reductions in indirect labor, repairs and maintemance, and fuel which
would serve to offset the depreciation charge. Although indererminable,
the reduction in operating costs other than depreciation could, in the
company'’s opinion, be significant, but would be offset by an increase

in interest costs as a result of additional borrowing to finance re-
placement assets. The effect of changes in scheduled service and
increased interest costs has not been calculated because of the company's
inability to determine the required schedule changes and how much
additional borrowing would be required and what applicable interest
rates would be. In addition, income tax effects, including investment
tax credits that would result from the replacement of productive
capacity, would have to be taken into account.




!

‘UofIRIfygRsud 3agan ojvfadoxdde oy 203 vwnjod 0D In
SUOEITPPE 81} YT unoys w) I3 paszgnbow sy josEn pajupex oyz noym - f318odap Jumndgnby  (g)

*®junoade 1a8pag [essunl 1oyjo (

[ITMITA T Tiv'eoe'ii § (T3 M TR ] 15E°0607i09 §
TEE9L6"VE (w) SEC'E9s"Ti = <
098°s52'¢ (V) ooc's - 1ys'c6i 't
SEL'6L0°SE (v) (o0t 's) 8621598 199°vz8' 21
908  1S1‘LET (850°¥91°1) TSL°090' Y1 6%6°6G90°L9
Ji9'iit (VY0 T9i'e) = -
- - 000°0SZ° 11 -
;e (V) (9¢y*ce%) €05 9%y SIE°690°¢
£80°L209° L€ (V) sizser’y 6te’z6e ets ot 1t
896°60%°981¢ (V) zzziisy'e ¢ oiy'rzo'z ¢ €60°018°2S §
porazad jo aqgId8ap #juomal§Iny 30T 3w
puo - (3ompop) ppe suorIIppy
% souwjug - soBusya aoyig
i wanjop v {05 J im0y

7 W)

610°'250°'9
Y 6'0c

699°90¢ ‘s8¢

8E9'9CY'6
000°0sZ°11

1€8°209°0t

611°86L°CT
190°z1Z'09218

pojiad jo
Supungfoq
I eovoiey

4 twno)

BL6t ‘1€ 19qmodag papus gwop

IHARIINDZ GNV INVIE *RLWAJONd - A RINCANDS

*ONI ‘SARTTINLIV TVAINAD WMLNON

01) Woxj siumown jo anynueay  (y)

telog

1urudinba vo ejumlnd aouwapy

£3113doad prewey 01 svomaacadmy

Juredgnba pue L3zndoad punoan

Juandinbas 11y (riog,

Jvomdynbo IyRyyy Augieando-v

o

Juamdjnba ydyyy
posway pazyuijden
Jurmdynbe 1Ry
20430 pun sanrgiadosg
LELTS 11
LEL T3 FEIT
Juedgnbe 148514

v

i o)



‘uogiegovadeq uogmiajg Bursvoy (g)

"#31Modov 198pe] [¥13uad 1eyjo (01) woiy sIumoww Jo sngsueal (V)

T9¢'096'¢L § zic'isy § ey iic et § A TIMIE] 226°S(8'S¢ §  vopimpooadop peregandoe (oi0y
620°8L6° 2 - - €65 6€€ YEY'86L T K31x9dosd pareny o3 sjuswasordwg
ezLicLL 1t (") 1eL°ce9 I8L°72Y'9 806°1CL°T zLe'ocs'yt uowdgnba pue L31adoxd punoig
€09°942°6¢ 198 Lt soL v68 11 ne'sis'a 910°909°9S Juowdinbs 4811y fwiog
sZivzol (V) (Y8Y'6iL) - yzl'iot TE6 619 juowdinbe uFryy SujIvaedo-uoy
- - seL'ese'e 168°952 ¥998°105°6 Juomdinbe 18y
. pasway pazjieijde)
620°6£9'Y (V) (0yy' v3¢) SL9'91y we'yor' cLE see 'y womdinbe By
191130 puw miajjodoay
$59°Zy1°01 (V) sesczn T08°SY1 Y9 156°¢ Lse'y9t’e wru)Bug
YL yze ey ¢ (V) 0c6's06 ¢ csy'eLs't ¢ 10£°Y00°6 ¢ £95°996°¢¢ ¢ some1jagy
juomdynbe Iyfj14
potiad jo eqjionap TIRSITN LELOET FE) pojiod jo Hofadiiosog
pus - (39npap) ppw puv s3Isod BuyumnBaq
I oouwing - sefueyd 101119 03 palaeyd 1% souwqeg
BUOTIIPPY
1 R o) ¥ tnjo) d Wmijog J wanjoy @ vengo) - ¥ wmi{oy

BL61 ‘1 1oquadaq popus iwoy

INAHAINDA ONV INVI4 *A1M340¥d 40 NOLLVZEINOWY
GNY ROILAI4AG ‘NOLLVIONNAQ QHLYNKNIOY - 1A TINAINOS

*ONI ‘SANITMIV 'IVEINAD HIMON

F=7




30 m183 ayy asae wPO 10w 18ata3uy,, oy Bugen agundxs 18217307 03 pa2y 12000 ®F 197p uo osusdxp pun

FrEu T
08Z'B%i"Ey [ M1 SEE'3Y 3§
i 09305 (q) 0ZvEeq -
i 1e'cpr*y - L66°2y

V) 8o ¢

) E3'te6 3

wmwmmu:wm ulmmwummmmlll: T eosuodxe
, 98012 39 ~83Mo33e Jon10 pue s3m0y
2Iunjeyg 03 pefawiyy 03 poaSawyy
1¢9) ()]
(]
4 wngo) d Uanpoy

ON1lvang

—_— —
8i'ioc % 976'186"18
- 97876t

¥s8'ce 0zZe 101
£62°s9z ¢ 9L6'on ¢
o azeis 9599'9ia 1§

ﬂ-—mhuuaﬂ —.O-hﬂm. Jo

- 31802 3w u=~==-oa
SuoyIrppy e eduvpeg
0 vn}oy 1 twnjoy *

8261 ‘1t s0quaseq popus 1vex

S'ivevaaag AVTIHI® any Saswadaxa
U344 *sragsgy FIONYINT - 1pp T'mnaanog

‘ONIL ‘SEntTHIY IVHINID Hiwon

1 03 a:c—uqu-u_aaa-uux )

‘teay oy
Hmoow N—dhs-:_.—
.A.:.uaa uc:aaa

? udaq aey UOrINZY 110My (v)

PUON -~ A wanjoy SALON

91988® JunLIND-~uny 291
Apmjuay

199 uo maundxn

Puw Junoomgp PPZEI10MB0p

" aing

19930 pue woyeuayxa
puw Ivamdogannp anoy
81902 Buyywrodoasd pup
Juowdogeanp Pazy120mrup

vV ii

voyydiisnng

—

e



e —

wariieny

———————————

IATANAT M|
BL1°ES9‘S
000°000°sYy

996°90L°96 ¢

399§ ooUvieg
paiwyax ug
wl92Q Ivjjelg
puv saleliion
‘spuoy,, uorides
219pun paspueIne
wne ug
P3pnidug junowy
¥ wnio)

AN
8L1°€sy‘S
000°000°SYy

996°90¢ ‘964

“Josasqi
aenssg jo
LTI LR
103 20 £q
PIoYy J0i
(

#IUmMIINIE [wjouRESE 0) 8AJON BYI Jo 1990 u133-8107,, § PIOU 098 ‘uojlewiojup 1oyjang g  (y)

‘PUOU - Y3ITA210Y PITE) Ba¥ SIUGWIININ (PIYA 10) malefifsge Aq pIaY mjunowy - ) tanjo)
Teucu - J091a4) senany Lq peBpagd Junomy — 9 wmjop
‘ouolt - josioyl 1enAsy jo spuny fegoeds 1oyjo puw Bupyuge vy Junomy - 4 wmmion

suoy
ouoN
suoy

suop

JosIaqs
amesg jo
Junodoe
a03 10
Aq pron
{3

57 I579R 5 swniog
Bw ‘OQ-—#UE“ Imony

@ wniog

eveie't
8LL'Es9's
000°000°SY

996°90L ‘96¢

peTTeTIeS

20
peaglan
00 puw
ponesy

Junowy

J tmngao)

8161 “1¢ 10qmedaq

L8s'o0L "’y
11 4 4 3]
000°000°SY

set 155601 ¢

einjuapuy
Aq
pezjioyIne
Imony

1940 WVIINIS GHY SIOVOLNOH ‘SANOR - XI F'INAaNIs

*ON1 ‘SARL'INIY TVEINAD RivON

suogIndirqo asenq
£1puns pue m12e33U00 RaRR JruofIjpuny
93837373193 18n1y Jummdynby

8afeBia0m -atuz;u
£q paandaws muroy junwdgnby
- #ajou Auwdwod sousineuj pus myuwg

puw 1anAe] jo owny

-

wm{o)

F-9




*PAIDBIS Y1 JsugnSw poBavyd emal} o1qyIde]TouUNn n.:u-suA )

161 ¢ (v) yor'zors - ] 986°v2c8 soy'slié 839%p puq 103 wounmoqyy

191°290°1$ - ¢ - $ €6r'e9 ¢ 8998664 89419801 uojeyraadap
s318d ajquagedoy

pojiad jo 8qjidaap LITFELED sosusdRe pojaad jo Uoiidfioeag
pus e -suop3onpaq ~-8junodow . pur 83802 Suguuydag
souefeg 29130 ©3 peSiey) 1w souwqeq
o3 pafiawyy
(4 J ()]
—-— Suot3Ippy
i wjoy a Wy 9 twmiop ¥ wiijog ¥ ijoy

8L61 ‘1 aoqmeang popus imey

SAANASAN GNV SINNCOIV ONIAATTYND any NOLLYIVA - 1IX ¥Inuanog
‘ONI ‘SANITNIV TYHINED Nivon

=10



NORTE CENTRAL AIRLINES, INC.
SCEEDULE XIII - CAPITAL SHARES

December 31, 1978

Colum

A Name of issuer - North Central Airlines, Inc.
Title of issue Common Stock

B Number of shares authorized
by charter 16,000,000

c Number of shares issued and
not retired or cancelled 12,500,625

D Number of shares included
in Colummn C which are:

(1)- Held by or for account
of issuer thereof 134,594

(2) Not held by or for account
of issuer thereof 12,366,031

E Shares issued or ocutstanding as
shown on or included in related

balance sheet under captiom
"Common Stock"

(1) Number 12,500,625
(2) Amount at which shown $2,500,000
F Not applicable
G Number of shares reserved for
options, warrants, conversions
and other rights
(1) Directors, officers and employees (A) 216,751

(2) Others 2,612,987

(A) Includes warrants held by officers and Directors only.
The warrants are publically traded and it is not possible to
determine the number of warrants held by all employees.

F-11



NORTH CENTRAL AIRLINES, INC.

SCHEDULE XIV - WARRANTS OR RIGEIS

December 31, 1978

Column
A Title of issue of securities called for
by warrants Common Stock
B Amownt of securities called for by each
warrant One
C Number of warrants outstanding 2,639,488 (@D)
Pl Aggregate amount of securities called
for by warrants outstanding 2,639,488 )
E Date from which warrants are exercisable (1) and (2)
F Expiration date of warrants October 31, 1979
G Price at which warrant is exercisable $5.50

(1) Of the originmal 2,649,511 warrants issued, 10,023 have been exercised
through December 31, 1978.

(2) Warrants enabling the holder to purchase Common Stock became exercisable
as follows:_

200,000 in 1968; 1,200,000 on February 1, 1970; 259,511 om March 23, 1970;
and 990,000 on July 8, 1971.

—

F-12



‘uojjvmioguy ay) jo voissjmgn® vaynbox oy

000°981°%1 ¢ 000'9t2z'9t ¢
000°266°'t ' ¢ ooo‘Let's ¢
000°186°'t § ocoo‘sLL'y ¢

000°¢cL1'YL & 000°16L°S1 ¢

000°LEC 6T ¢ o00‘ter'e & ¢

Lest [111]

JUOFIYJINS WIunown uf

A

Juanead

.

juegd ‘A310doad jo

Jou

10 suon 1011313 § pue g ‘¢ swal]

soag Sujpuuf pue Jusy

* 1ayjo puw K3zedoad - saxwy (9

© ottt cc1to1ked - soxey (e
B9XE] OWODU] UVYY 200 ‘soxv]

“ e s 0 s e e s s u..al.:--.va—z.n

uojivziliows pur uogysfdop ‘wvogiwgrazdag

s e s et st e s et s e et s e s s s s agapudan pur PIUVUIIUTER

Wit
¥ wniog

LL6] Pue QLG *IC i0qMadaQ popud savey

ROILVHUOARE INFHALVIS FHOONI AMVIRIHE'144NS - IAX Xinaanos

‘ONI ‘SANITEIY TVHINAD HINON

1AION

‘T

F=13



AUDITORS' CONSENT

We have issued our report dated February 22, 1979, accompany-
ing the financial statements and schedules included in the Annual Report
of North Central Airlipes, Inc. on Form 10-K for the year ended December
31, 1978. We hereby consent to the incorporation by reference of said
report in the Prospectus dated October 25, 1878 constituting part of
the Registration Statement on Form S-16 of North Central Airlines, Inc.
(Registration No. 2-862833).

ALEXANDER GRANT & COMPANY

Minneapolis, Minnesota
March 29, 1979
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SCUTEERN AIRWAYS, INC.
FORM 10-K

Report Zor the Year Ended December 31, 1378

ITEM 1. Business
The Company

Southern Airways, Inc. (the "Company'') is engaged in scheduled air
transportaticn of persons, property and mail, serving 0 cities in the
Ifollowing 18 states: Alabama, Colorado, Florida, Georgia, Illincis,
Xansas, Louisiana, Michigan, Mimesotaz, Mississippi, Missouri, New
Jersey, New York, North Carolina, South Carolina, Ternessee, Virginia,
#isconsin and the District of Columbia pursuant o permanent certificarss
of public convenience and necessity issued bv the Civil leronautics Roard
rthe "CAB"). In addition, the Company orverates an intsrnational routs
between Miami and Fort Lauderdale, Florida and the Cayman islands, 3ritish
#est Indiss. The Company is cne of ten certificated scheduled airlines

witich operate in interstate commerce and serve citiss of small and inter-

-

medizta size as well as ma;or metropolitan arsas, hersinafter referrad o as
i@ "Local Service Carriers,” as distinguished Zrom the major domestic air-

lines, hersin referred to as "Trunk Carriers.' In commen with other Local

- — ~ Y o e r 3 P . Sl - g M
Service Carriers, the Company recsives a subsidy from the faderzl govern-
Tent IOT rencering servics o small and intermediate-siza cities on its domestic

routss.

Property and Zmployse

At Decamper 31, 1978, the Company had z fleet consisting of 30 Douglias
DC3 wwin-fanjet aircrais and sight Swearingen Merro I TuTsoprer aircral:
At Decesmber 31, 1378, the Company had 3,216 emplovess.
Cormpetition
The (Corpamy is subiect o competiticn in varving ZJsgrees cetween all
o the coints serred oy it either by surfacs larrisrs of varicus kinds or
Dy other air carrisrs. Thers are a number of Trimk Carriers cperating
ovar carziin of the (crpany's route segments. ALl of these Trmmk Catrisrs
ire subsantially larger than the Company in size znd finenciazl rsscurcss,
and scme use larger anc newer alrcratt Sver these Touls segments.  The
Corpany 1s alsc supject o competiticon over zertzia of 1ts routs segments
Irem one or mere loczl Service Carriers. The Company's traific lLavels
evilences 2 significant Zegree oI seascnalicy, gonerally rea Thelr
Righest levels Inm mid-simmmer and their lowest lsvels in nil-winter



Congress passed and the President signed on Cctober 24, 1978, a bill
denominated the '"Airline Deregulation Act of 1978.'" It alters significantly
the Civil Aeronautics Act of 1938, as amended. As a matter of policy, it
places emphasis on, among other things, maximum reliance on competition,
freedom of carriers to enter new markets, reduced fares, and the strengthen-
ing of small carriers, particularly commuters. The Act modifies the local

service carriers’' subsidy program and provides for its termination on
January 1, 1986.

The provisions in the Airline Deregulation Act of 1978 could have a
material impact, both favorable and unfavorable, on the Company but the
Company cannot predict the timing or extent to which it will occur nor
its degree of adversity on the Company, if any.

Fuel Shortages

During 1978 Southern received approval from the Department of Energy

to increase its base period supply of fuel. Although fuel costs increased,
supplies were available. During the fourth quarter, changes in services
provided by the Company resulting from the Airline Deregulation Act of 1978
and reductions in supplier refinery production caused a general tightening

of supply and spot fuel shortages over the Company's system. The early

1979 upheaval in Iran and the related uncertainty about crude oil supplies
has also caused spot shortages, with some suppliers imposing fuel allocations.

The Mandatory Fuel and Price Allocation Regulations adopted by the
Federal Energy Administration (""FEA") pursuant to the Emergency Petroleum
Allocation Act of 1973 imposed allocation and price controls on jet fuel.
The Energy Policy and Conservation Act of 1975 and the Department of Energy
Organization Act of 1977 continued the authority for FEA controls, with
certain changes. Pursuant to those Acts, the Department of Energy on
February 12, 1978 issued a preliminary report which concluded that aviation
jet fuel should no longer be subject to allocation and price regulations and
proposed to terminate these regulations. Public hearings on this proposal were
held and, after review, the Department of Energy submitted a proposal
to Congress in early 1979 to terminate the regulations. Congress did not
overrule the proposal within the regquired fifteen day period and the regulaticns
terminated in the latter part of February, 1979. In anticipation of de-centrol
of fuel the Economic Regulatory Administration of the Department of Energy
issued new rules covering ''Standy-by Product Allocation and Price Regulations
and Imposed Allocation Fractions' on January 18, 1979. The stand-by rules may
be imposed by the government under certain conditions. As a rasult of the
de-control of jet fuel and/or possible govermment-imposed allocations, all
carriers including the Company could incur substantial additional fuel cost
increases and/or reducticns in fuel supplies which could have a material
adverse effect on the earnings and operations of the Company and the airline
industry in general. In addition, President Carter has recommended to Congress
in the past and mav again recommend changes in existing laws imposing controls
on the price of domestic U.S. crude oil. If these recommendations are adopted,
the cest of domestic U.S. crude oil could approximate the ccst of foreign
crude oil, thus, substantially increasing the price of U.S. petroleum pro-
ducts, including jet fuel.



Environmental Factors

The Company is subject to requirements of State and Federal statutes
and regulations respecting environmental quality. Federal.regulations
issued under the Air Quality Act of 1967, as amended, established certain
standards for emissions from aircraft engines, and most of the states in
which the Company operates have adopted similar legislation and regulations.
The Company is in compliance with these emission standards.

The Secretary of Transportation and the FAA promulgated an Aviation
Noise Abatement Policy in November 1976, and adopted regulations with respect
to aircraft noise effective January 1, 1977. These regulations require
modification or replacement of aircraft that do not meet present FAA noise
control standards for new aircraft. The Company's 30 McDonnell Dcuglas DCS
aircraft do not comply with these regulations. The Company, in orcer to
comply with these noise abatement regulations, is required to modify S0
per cent of its DCY aircraft by January 1, 1981 and have all these aircraft
modified by January 1, 1983. The estimated cost to modify these aircraft
is approximately $5.6 million. Legislative proposals, to permit the financing
of a portion of the cost of compliance with these regulations by the air
carriers from special ticket tax revenues presently allocated to airport
development, failed to be enacted by the 95th Congress in late October 1978.

Proposed Merger

On September 5, 1978, the Company and North Central Airlines, Inc.
("™North Central") entered into an Agreement and Plan of Merger (the 'Merger
Agreement''), pursuant to which the Company will be merged into North Central.
On the effective date of the merger, each share of the Company's Common Stock
issued and outstanding will be converted into 2.1 shares of North Central
Common Stock. The terms of the Merger Agreement were determined in arms-
length negotiations between the companies after consideration of many
factors, including stock prices, financial condition, underlying asset )
value, operating results and the future prospects of the respective companies.

The merger of the Company into North Central will result in a route
system connecting a large number of cities in the two distinct regionms
currently served by the respective companies--the Upper Midwest by North
Central and the Southeastemn United States by the Company. Based‘upon
operating results for the year 1978, the combined carrier resulting from

the merger would rank as the twelfth largest domestic air carrier in terms
of passenger revenue.

'While North Centrzl and the Company do not compete between any pair
of cities, they jointly serve a number of major terminals, including New
York, Atlanta, Detroit, Chicago, Denver, Milwaukee and Minneapolis/St. Paul.
The expanded route system will permit single carrier service from cities on
the route system of each company to cities served by the other through
comnecting service over such bridge routes as: Minneapolis/St. Paul and
Mempnis; Milwaukee and Memphis; Chicago and Memphis; Detrecit and Nashville;
and Detroit and Atlanta. Management of North Central and the Company
believe that the new service patterns permitted by the merger will offer
the potential for improved air service for the two regions as a whole,
achieving more efficient utilizaticn of the combined jet aircraft fleet,
generating additional traffic and revenues for the merged company, and



Lmproving the merged company's ability to finance acquis ion of mors
efficient azircraft neecded for growth and competitive strength. There
should also oce scme potantial ‘a* achieving cost savlrgs by eliminating
dmplicaticn of facilities, ecuirment and expenses.

The merger should result in a single carrisr bettser able to compets
with the large Trmk Line air carriers cperating in the arsa. Because cf
new traific potential resulting from the merger, gspecially north-south
vacation travel, the merged company shculd be better able to expand low
fare services and expand their use to new markets. In addition, the merger
should improve the potentizl for the expansicn of routes to new markets.
The merged company should alsc be better able to absorb cutbacks
in public service revenue Ior services to smell citiess based cn pessible
new govermnment pelicies.

The Merger Agreement provides that the Company will be merged into
North Central in accordance with the applicable provisions of the Business
Corporaticn Law of the State of Wisconsin and the General Corporation La
of the State of Delawars. Cn the effective date of the merger, zll the
Droperty, assets, business ané rights of the Comnany mill oe vest-' i
North Centrzl, and North Central will assume all of the debts, liabilities
(including all contingent liabilities, whether lnown or ur<nown; and other
obligations of the Company.

Commen Stock Purchase Warrants of the Company an
which have not been sxercised on the effasctive dats o will cen-

- a

d Emplc

z m i

tinue in sffsct aftsr the merger 1n accordancs with their terms, except that
hi be!

rge
persens exsrcising the Warrants or Stock Cptions will receive 2
North Centr al Commcn Stock (plus casn in lieu of fracticnal sha
each share they would have been entitled to prior to the merger.

Cn the effective date of the merger, North Central wi
rights and ObL’g&th“S with respect to the Company's 5-3/4% Co
Su bordlnataa Debentures due Decamber 1, 1981 ('S-3/4% Debenturs
6-1/2% Cunvertlole Sucordzna:ed Debenturss cue Novemper 1, 1 N
Deventures'') as thcse otcligations ars set forth in the relatad Iac
Agreements tcclTef:‘v=7v rerarred to as ''Debentures’). Ther T
Depentures will be convertible into 2.1 sharss of North C
Stock for each share of the Conpany's stock inteo which they
been convertible immediately prior <o the merger.

The stockholders oz North Central and the Company have approved the
Terzer.

The Merger Agreement may de terminated and th mergeT zbandoned v
e mutual comsent ¢z the Bcards of 2irectors of the Ccmpany and Nerth
entral or by sither 3oard if the conditicns pracedent 10 The merger is
set Zorth inm the merger agrsement have not peen met, including receisz
oz all resquirsd zrprovals, o

PR L S AL )

5v e 30, 1979.



The merger of the Cempany into North Central must be sporoved oY

vothe
CAB. The merger must also then be approved by the President of the United
Stztes tecause of the Company's zuthority to engage in Zoreign air trans-
portaticn tetween Miami/Ft. Lauderdale, Florida and the Cayman Islands.
Cn August 3, 1978, North Central and the Ccmpany commencsd & precseding

o~
befors the (A3 seeking an orcer approving the merger. Cn February °
1579, the CAB Administrative Law Judge rendered a decision in Zavor of
the merger. That decision is subject to Zurther action by the CAB. I
the proceedings are completed as scheduled, a decision frem the CAB and
action by the President cculd be expectad befors June 30, 1579.

)

There is no assurancs that the CAB or President will grant the rsguired
zpprovals. Zven iZ the CAB zpproves the merger, it may impose cerzain com-
diticns on its approval, such as recduction of public service revenue oT
adecpticn ¢f labor protsctive provisions.

Historically, the CAB has conditioned its approval of zirline mergers
upon the adoption by the merged company of labor trotsctive provisions for

ermployees (generally excluding officers and management perscnnel). These
proevisions would reguire North Central to provide benefits and tsrminaticn
compensation of up to 60% of the terminatad emplovee's salary for a maximm
of 60 months pay for emplcyess cf the Comrany whoses employment is terminated
within three years after the merger. Termination Zor certain specified
reascns, including voluntary resignation and tarmination for cause, would
not render an emplcyee eligible for this benefic

— b

Cn September 1, 1978, the Justice Department retitioned to intervene
in the CAB prcceeding considering the recquest ty North Centrzl and the
Company Zor approval of the merger of the two cempanias. Cn Cecsmber 9,
1378, the Justice Department annowncad that it weuld not cppese the mergsr

since it <ces not delisve the propcsed merger is contrsry o the antitrust

P LI b
L3WS.

Cn the effsctive date of the merger, the 3card of Dirsctors oI the
merged company will cecnsist of the thirteen fersons then serving as
directcrs of North Centrzl plus the following t2n members of the Board
of Directors of the Company: Cecil A, Seaslev, Jr.; Frank w. Rulse;

7. 3arton Zzrvey, Jr.; David H. Hughes; Al=zon =. Itdy, Jr.; G. Gunby
jerdan; G. Frank Purvis, Jr.; Richard A. Tripreer, Jr.; Mm. 2ew wnits, JT.;
and Frank M. Young, IZI. Messrs. fuise and whiznz will alsc beccme Temcers
5T the Zxecutive Cormittze of the merged cormany.



TeM 2.

Surmary of Cperations.

FIVE-YEAR CPERATING AND FINANCIAL SUMMARY

UTEERN AIRWAYS, INC.

1978 1977 1976 1973 1972

( As Restatsd - Nota 1 )

. : ) ( In thousands,.except per share amouwlts )
Summary of .Cperaticns

Cperating revenues

Passenger $155,802 - $130,328  §113,206 5 53,366 S 36,821

Charter 7,162 9,554 8,303 8,208 6,908

Public Service 4,327 5,220 5,723 5,961 6,805

Cther 17,221 15,8€¢9 10,435 8,115 7,818

138,512 139,511 140,157 117,950 108,552

Cperzting expenses

Cerreciation and amortization 12,200 i0,67C 2,809 3,287 7,517
Cther ‘ 167,906 139,531 125,736 101,905 91,83¢%
1380, 306 150,251 153,303 L1o,152 9,330
Lperating i1ncome /7,100 v,280 4,002 /38 3,-90
Interest on long-tsrm debt 6,905 4,643 4,687 4,753 5,923
Misczlianecus deductions :
(income)-net (2,513) 76,606) (314) (611) (623
lncoTe serore 1ncome taxes,
extraordinary tax credit and
accounting change 3,316 11,225 429 3,814 3,196
Inccme tzxes © 909 1,381 104 Qgs 860
Income beIdre 2XTTEOTQINATry tax
Cradit and accounting change 2,407 3,342 3258 2,629 2,336
TaxX tenerits of net operating
loss carrviorward - - - 185 800
Cumiiative effzct of accounting o
change - - - - 565
Net income S 2,407 0§ 9,32 3 22> S 2,814y 5,01
Earnings per c<ormon and common sgquivalent share (3)
Drimary
Income tefore sxtracrdinary
tax credit and accounting _
change § 1.2¢ § 35,39 3 R R -
EXtraordinary tax cradit - - - .10 3
Cumiiztive ezfsct of
acceunting change - - - - .33
Net inccme S 1.29 0y 3.5 L: S5 1.9 > Zl.32
Fulily Diluted
Inccme bezors extrzordinar
tax crsdit and accounting
change 3 33 5 3.43 3 T3 L1003 1.
ZXtrzeriinary tax sradis - - - 06 2=
Cumulizeive 2fisct of
accounting change - - - - 18
Net Inccrme N °3 03 2.43 > I™ s L..0 > L=V
2Ti0 ¢ Inccme o Fixad
Charzes (1) 1.30 Z.33 1.9° 1.57 1.30




1)

(3)

SOUTHERN AIRWAYS, INC.
NOTES TO SUMMARY OF OPERATIONS
FOR FIVE YEARS ENDED DECEMBER 31, 1978

The Company's financial statements have been restated to reflect the
accounting for certain operating leases entered into prior to Jamary 1,
1977, as capital leases by recording assets and liabilities for leased
property and equipment in accordance with FASB Statement No. 13, "Account-
ing for Leases''. The effect of this change is recorded as an adjustment

of beginning retained earnings for the year 1974 and increased (decreased)
net income as follows:

Year Ended December 31

1974 1975 1976 1977
Net income $719,000 877,000 $780,000) S$1,089,000
Eamnings per share (Primary) $ 14 8§ .04 8§ (.05) § .63

Pension expenses, including amounts paid under a defined contributicn
plan, were as follows:

Year Ended December 31
1974 1975 1976 1977 1978
$1,899,000 32,579,000 §3,251,000 84,032,000 54,169,000

Expense in 1975, 1976, 1977 and 1978 includes $43,000, $273,000,
$312,000 and $358,000, respectively, applicable to the Employee Stock
Ownership Plan adopted in 1975. During 1976, Southern made certain
changes in one of its plans tc provide increased bemefits, which had
the effect of increasing pension costs by approximately $450,000.

Primary earnings per share for 1976 were computed by dividing net income,
after reduction for the preferred dividend requirement of $59,000 by the
weighted average number of common shares outstanding of 1,580,880. Common
equivalent shares (defined below) and adjustments resulting from their
assumed exercise were excluded from the 1976 computations since their
inclusion would have increased earnings per share.

Primary earnings per share for the years 1974, 1975, 1977 and 1978
were computed by dividing net income (adjusted as described below and
reduced by the preferred dividend requirement of $120,000, $59,000,
$59,000 and $41,000, respectively) by the weighted average number of
common shares and common equivalent shares outstanding during each
period (1,598,882 in 1974, 1,765,168 in 1975, 1,732,923 in 1577 and
1,839,214 in 1978). 1In 1978, common equivalent shares comprised that
nunber of shares issuable upon exercise of stock options and warrants
less the shares assumed repurchased from the proceeds of the exercise
at the average market price for the period. In 1974, 1975 and 1977,
commen eguivalent shares ccmprised that number of common shares issuable
upon exercise of stock opticns and warrants in excess of 20 per cent of
the number of common shares outstanding at the end of these periods.



(4)

(5)

SOUTHERN AIRWAYS, INC.
NOTES TO SUMMARY OF OPERATIONS
FOR FIVE YEARS ENDED DECEMBER 31, 1978

Proceeds from the assumed exercise of the options and warrants

in excess of the amount which would have been required to purchase
20 per cent of the outstanding common stock at the average market
price during each period wers assumed to have been applied to debt
reduction, and the related interest (net of income tax effect) was
added to income for purposes of the calculatiom.

In 1978, if shares of preferred stock and debentures which were
converted into common stock were assumed converted at the beginning
of the period, primary eamnings per common and common equivalent
share would have been $1.16 or a decrease of 13 cents per share.

Fully diluted earnings per share for the years 1974, 1975, 1977
and 1978 were determined on the assumption that the weighted average
number of common and common equivalent shares for these periods was
further increased from the beginning of the period by conversion of
outstanding convertible debentures and convertible preferred stock
(2,913,090 in 1974, 2,912,407 in 1975, 2,799,826 in 1977, and 2,888,288
in 1978). These calculations also assumed no preferred dividend re-
quirement, and intersst (net of income tax effect) related to the
debentures assumed converted, was added to income for purposes of
the calculation. The assumed conversion of convertible securities
in 1976 would not have been dilutive.

For purposes of this ratio (a) income was determined before reduction
for income taxes and fixed charges, and (b) fixed charges comprise
total interest expense and the interest elements of rentals.
This Summary should be read in conjunction with the related financial
statements and notes thereto included in the Annual Report to Stock-
holders incorporated by reference under Item 12 (a)(1).

MANAGEMENT'S DISCUSSION AND ANALYSIS OF OPERATICNS

Reference is made to Management's Discussion of Summary of Cperations

on pages 6 and 7 of the Annual Report to Stockholders for the year ended
Decemper 31, 1978, incorporatad herein by reference.
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IT2M 3. Prcpertiss

Flight Equirment

As of December 31, 1978, the Ccmpany orerated Douglas DC-9 fan jets and
Swearingen Metro IT turboprop aircraft, as indicated in the table below.

) Average Age
Tyce of Passenger of Current Number of Aircraf
Adrcraft Capacity Useful Life (vears) Fleset (years) Cwned Leased 1o

-
-
-
o

al

DC-9-10 80 15 (new), Greater of . 11.8 20 2 22
S years or remaining
Life to 1983 (used)

LC-9-30 100 15 (new), 10 (used) 8.8 4 4 8
Metro II 18 7 0.9 7

1 8

Two DC-9-10 aircraft are leased under lcng-term leases, which expire in
1979, at an amnual rental of approximately $390,000 each. The Ccmpany intends to
purchase these aircraft in July and August, 1979, at a total cost of 34,300,000.
The four DC-9-30 leased aircraft are leased for the following terms: one Zor a
12-year term ending in 1981 (annual rental--3471,000); one for a 12-vear tem
ending in 1983 (annual rental--$606,000); one for an 38-vear term ending in
1985 (annual rental--3520,000); one for a 10-year tamm ending in 1935 (annual
rental--3560,000). The one lsased Metro II aircraft is lsased for an 8-year
term ending in 1986. Under cthe Metro II lease, the Company will make payments
of approximately $115,300 per year plus interest for the first seven years
and 3334,500 plus intersst the eighth year. At the end of the eighth vear
the Corpany may purchase the aircraft for a ncminal amount.

The Company has also agreed to lease an additional seven used DC-$-10
aircrzit for a term of seven vears ccmmencing in 1979 for a total annual
rental of $3,200,000. The Comrany also has an option to purchase up to Sour
ot the seven leased aircrarf+: at 32,600,000 per aircrafc.

The Company had sntsred into a contract with Mclomnell Dcuglas Corperzticn
to purchase Zour new DC-9-30 aircraft {for delivery curing the rfirst guarter

or 1580) at a total cost of 340,000,000. The Company also had cpticns to pur-
chase two new 2C-9-30 aircraz: [ Zor delivary in 1982)

17

2
-

- . Az
total cost 2f

$25,000,000. The Company has assigned to North Casntrzl its agrsement with
McZoennell Douglas Corporaticn Zor four new [CG-30 azircrafc which nhzs deen

- N - 1
Central its optioms on two additicnal DC-3-80 zircrafs whizh have teen changed
to opticns on IC-9 series 30 or 30 zircraft. Yorth Central has sssumed the
Cocmpany's contractual lizbilisy and reimbursed the Commany or its <2T0Sits

t
C

changed 2 an order for IC-9 seriss 30 aircraft and has zssigned o YNovTh
=)

-t

<
113
. ) p = ] e - i TIDoTTER
O Tnese aircTaIlt. See Nete2 = of Notes o Financizl Statsments Included in
LTIt T NS . = N A =
the Anmnual RepCrT 2 Stcckhclders Incorporated nersin by rafsrsnce.
b = - a7 D -— 11 e PN - : - S
All cf the Ccrrany-owned DC-8 and Metro II aircrat, snginss, and spars
- -~ T = - n oy - - - - Pling
Darts ars mertgaged a5 collaterzl Ior notss tavable. Consent of cersain cof
as 1 < : SRS b 3 =
these lenders is required for complisticn of the merger



For additional information regarding aircraft financing obligations
and agreements, see Notes C, D and H of Notes to Financial Statements
included in the Annual Report to Stockholders incorporated herein by reference.

Other Property

In October 1977, the Company occupied a 120,000 square-foot newly con-
structed General Office and Reservations building located at Hartsfield
Atlanta Intermational Airport on land leased from the City of Atlanta.
Annual rental payments under the capital lease obligation for the building
and related land rentals approximate $487,000. The term of the lease is for
30 years.

The Company leases from the City of Atlanta, Georgia a 310,000 square-
foot maintenance base and training center recently constructed at the
Hartsfield Atlanta Intemnational Airport at an annual rental of $2,519,000.
The lease extends to October 1, 2005 and may be renewed at the Company’s
option for an additional term extending to January 1, 2024.

The Cormpany leases office and ticketing space at the different airports
from which it operates and in downtown locations in some of the cities which
it serves. The aggregate annual rental for such facilities, including the
premises and facilities at the Hartsfield Atlanta International Airport not
related to the gzeneral operations of the Company, is approximately $2,154,000.

On April 12, 1976, the Company occupied a newly-constructed cargo facility
at the Atlanta Alrport. The facility, which is belng leased from the City of
Atlanta, includes approximately 39,760 square feet of cargo building space
plus adjacent land of 2.734 acres. The lease extends for a period of 15
years from the date of occupancy and may be cancelled by the Company after
the fifth and tenth years if the Company elects to lease space in another
facility expected to be constructed by the City of Atlanta in the future.

Annual rental is approximately $123,000.

The Company leases computer, message switching and automated ticketing
equipmen; at an annual rental of approximatnly §742,000 and has contracted
to receive passenger reservations services and automated ticketing and fare
quotation services through 1981. Charges for these services exclusive of
related computer and message switching equipment rentals ($463,000
in 1978) are based upon the number of unduplicated passengers.

The Company owns ramp, passenger service and ground communications
equinment shop tools and equipment, automobiles and trucks, furniture and
fixtures and underground fuel storage facilities located at various airports.
All of the Conpany s ground equipment and other property is in good condition
and is deemed appropriate and adequate for present operations.

The Company has an agreement with the City of Atlanta to lease passenger
gates and other airport facilities at a new terminal to be operational in
late 1981. The temms of the lease call for annual net rental payments cf approxi-

mately 52 million over a thirty year period ((éxcluding maintenance and other
operating costs).

-10-



ITEM 4. Parents and Subsidiaries

Except as nctad below, on December 31, 1978, nc perscn cwned of
record, or to the knowledge of the Comuany owned Ceneficially, 10%
or more of the outstanding voting stock of the Company. As of that dacs
the officers and directors of the Company and their associates as a growp
owned beneficially 361,643 shares of the voting securities or the Company,
representing 19.1% of the outstanding voting securitiss of the Company.

Mr. Frank W, Hulse, Chairman of the Board of the Company, owns beneficially

135,150 shares or 7% of the outstanding shares of the Ccmpany's ccmmon
stock and has the right to acquire an additional 74,916 shares (+%) upcn
exercise of warrants and conversicn of decenturss.
ITEM 5. Legal Proceecdings
There are no l2gal procesedings other than routine litigaticn incidenzal
to the Comnany business, which are considered not material, or matler
oeing handled by the Company's insurances carriers.
ITEM 6. Increases and Decreases in Cutstanding Securities and Indebtedness.

(a) Equity Securitiss:

Preferrsd Stock Common
Series A Stock
$1 Par Value $2 Par Value
Sharss Cutat:nu_“g, January 1, 1978 164,000 1,581,080
Conversicn of dspenturss - 101,473
Conversion and redemption of preferred stock (164,0C0) 155,131
Exercise cf options and warrants - 54,604
Shares ou.;;and*rc, Cecemper 31, 1573 - I,§§b,l,3

{(b) Tebt Jecurities:

Informaticn

squirad by this Item is set forth at pages 14 and 13
ot the aCCCmu“ﬁ}l?g Annual Q@for* The securitias were
not registarad wnder the Securitiss Act of 1833 in rsliancs
upon the axsmptl n BT ovi:ea uY Secticn -(2}

ITEM 7. Changes in Securitiss znd Changes in Security Ior Registarsd Securitiss

-ti

None
IT=M 3. Iefzults upcn Senicr Securitiss.

Non=

-———



ITEM 9. Approximate Number of Equity Security Holders

Title of Class Number of Record Holders
Convertible Supordinated Debentures :
5-3/4% due December 1, 1981 443
6-1/2% due November 1, 1983 195
Common Stock (Par Value $2) 4,503
Warrants 460

ITEM 10. Submission of Matters to a Vote of Security Holders.

On February 22, 1979, a Special Meeting of Stockholders was held to vote
on the proposed merger of the Company into North Central Airlines, Inc. The
merger proposal was approved with 1,384,166 shares voted for and 17,025 against.
Proxies for the meeting were solicited pursuant to Regulation 14A of the Act.

ITEM 11. Indemificartion of Directors and Officers.

Pursuant to the provisions of Section 145 of the General Corporation Law
of the State of Delaware, every corporation created thereunder has the power
to indemnify any and all of its directors, officers, employees or agents,
including former directors, or officers, against expenses, judgments, fines
and amounts paid in settlement actually and reasonably incurred by any such
person in comnection with such action, suit or proceeding, if such perscns
acted in good faith and in a manner reasonably believed to be in or not cpposed
to the best interest of the corporation. The Board of Directors of the Company
on May 6, 1968, adopted a resolution authorizing the Company to reimburse or
indemnify each past, present, or future director, officer or employee of the
Company, and each person whc may have served, 1s serving or may serve as a
director, officer or employee of any other corporation at the request of the
Cempany because of the Company's interest in such corporation as a sharebcldeL
or creditor to the extent and in the method,and as authorized by Secticn 14
of said law, and providing that the standard of conduct for the Company's
directors, officers, emplovens oT agents be the same as that set out in
Section 145 of said law. This resolution is still in full force and sifect.

L= T

ITEM 12. Financial Statements, Exhibits Filed, and Reports cn Ferm $-X.
(a) 1. Financial Staterents
The follow1ng financial statements of the Regis

tr
annual report of the Registrant to its stockholders for
December 31, 1978, are 1ncorporated herein by refasrence:

included in the

ant,
the vear ended



Balance Sheets--December 31, 1978 and 1977

Statements of Income--Two years ended December 31, 1978

Statements of Stockholders' Equity--Two year; ended December 31, 1978

Statements of Changes in Financial Position--Two years ended
December 31, 1978

Notes to Financial Statements--December 31, 1978

The following financial information for the years ended December 31, 1978
and 1977 is submitted herewith on pages F-1 thru F-8.

Additional Note to Financial Statements--December 31, 1978.

Schedule V--Property and Equipment for the years ended December 31,
1978 and 1977

Schedule VI--Allowances for Depreciation and Maintenance of
Property and Equipment for the years ended December 31, 1978 and 1977

Schedule XII--Valuation and Qualifying Accounts and Reserves for the
years ended December 31, 1978 and 1977

All other schedules (Nos. I, II, III, IV, VII, VIII, IX, X, XI, XIII,
XIv, XV, XVI, XVII, XVIII and XIX) for which provision is made in the applicable
regulaticn of the Securities and Exchange Ccmmission are not required under the
related instructions, are inapplicable, or have been included in the Notes to
Financial Statements and therefore have been omitted.

2. Exhibits
The following exhibits are filed as part of this report:

4(hh) Amendment Number 13 to Credit Agreement dated as of
February 20, 1973, and amended as of February 2, 1977.

4(ii) Amendment Number 14 to Credit Agreement dated as of
February 20, 1973, and amended as of February 2, 1977.

4(jj) Loan Agreement dated August 7, 1978, between Southern
Airways, Inc. and Great American Life Insurance Company.

4(kk) Loan Agreement dated August 7, 1978, between Southern
Airways, Inc. and Stonewall Insurance Ccmpany.

11(y) Agreement between Southern Airways, Inc. and George M.
Gross dated September 1, 1978.

11(z) Agreement between Southern Airways, Inc. and Graydon Hall
dated September 5, 1978.

11(aa) Agreement between Southern Airways, Inc. and Cecil A.
Beasley, Jr. dated July 28, 1978.

-13-



11(bb) Agreement between Southern Airways, Inc. and J. Kenneth
Courtenay dated September S, 1978,

11(cc) Agreement between Southern Airways, Inc. and Mary C. Hayes
dated September 5, 1978.

11(dd) Agreement between Southern Airways, Inc. and Thomas A. Wiley,
Jr. dated July 28, 1978.

11(ee) Agreement between Southern Airways, Inc. and Ray W. Burden
dated September 5, 1978.

13(y) Agreement and Plan of Merger between Southern Airways, Inc.
and North Central Airlines, Inc. dated September 3, 1978,

(incorporated herein by reference to Form 8-X filed September
12, 1978).

15(z) Assigmment of Purchase Agreement dated October 31, 1978,
between Southern Airways, Inc. and North Central Airlines,
- Inc. relating to the purchase of four DC9-30 aircraft and
an option to purchase two DC9-80 aircraft dated October
14, 1977 and amended May 19, 1978.

14(e) Computation of Ratio of Income to Fixed Charges for the
five years ended December 31, 1978.

14(f) Computation of Earnings Per Common and Common Equivalent
Share for the five years ended December 31, 1978.

(b) Form 8-K Filings.
The Company was not required to file Form 8-K pursuant to Section 13

or 15(d) of the Securities and Exchange Act of 1934 during the quarter ended
December 31, 1978.



PART II

ITEM 14(b) Directors and Executive Officers of the Registrant

The Directors of the Company are as follows:

Name and Age
at December 31, 1978

Frank W. Hulse* (66)

Graydon Hall* (57)

George M. Gross (52)

A. L. Maxson (43)

Cecil A. Beasley, Jr. (66)

F. Barton Harvey, Jr. (57)

David H. Hughes (35)

Alton F. Irby, Jr. ( 66)

G. Gunby Jordan®* (63)

Year
Principal Occupation First
Last Five Years Elected

Current
Term
Ends

Chairman of the Board of 1943
Directors and Chief Executive
Officer of the Company

Vice Chairman of the
Board of Directors 1962

President of the Company 1970

Vice President - Finance 1975
and Treasurer of the Company

Vice President and Assistant 1950
Secretary of the Company and

Partner - Ballard, Beasley, and
Nelson (Attorneys)

Washington, D. C.

Partner - Alex, Brown § Sons 1961

- (Investment Bankers)

Baltimore, Maryland

President and Chief Executive 1977
Officer of Hughes Supply, Inc.
(Manufacturer and Distributor

of Electrical and Plumbing

Supplies) Orlando, Florida

Chairman of the Board and 1852
Chief Executive Officer,

Fred S. James § Company of

Georgia, Inc. (Insurance

Agents and Counselors)

Atlanta, Georgia

Chairman of the Board 1853
The Jordan Company (Construction)
Columbus, Georgia

1981

1980
1979
1981

1980

1979

1979

1980

1981



Year Current
Name and Age Principal Occupation First Term
at December 31, 1978 Last Five Years Elected Ends
G. Frank Purvis, Jr.** (64) Chairman of the Board and 1964 1981
Chief Executive Officer -
Pan American Life Insurance
Company New Orleans, Louisiana
Elton B. Stephens* (67) Chairman of the Board 1950 1979
EBSCO Industries, Inc.
(Diversified Multinational Sales
Corporation and Metal Manufacturer)
Birmingham, Alabama
Richard A. Trippeer,Jr.** (39) President - Union Planters 1972 1981
National Bank
Memphis, Tenmnessee
Wm. Bew White, Jr.* (59) Assistant Secretary of the 1952 1980
Company and Partmer - Bradley,
Arant, Rose § White (Attorneys)
Birmingham, Alabama
Frank M. Young, III** (37) Partner - North, Haskell, 1977 1979
Slaughter, Young & Lewis
(Attorneys)
Birmingham, Alabama
*Member of Executive Cormittee
**Member of Audit Committee
Mr. Young is the son-in-law of Mr. Hulse.
The Executive Officers of the Company are as follows:
- Name and Year
First Elected Age at
Executive Officer Title December 31, 1878

Cecil A. Beasley, Jr. (1978) Vice President and Assistant

Secretary and Director 66
Frank W. Hulse (1943) Chairman of the Board of

Directors and Chief Executive

Cfficer 66
Graydon Hall (1961) Vice Chairman of the

Board of Directors 57
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Name and Year

First Elected Age at
Executive Officer Title December 31, 1578
George M. Gross (1965) . President and Director 52

J. Kenneth Courtenay (1961) Vice President - Economic

Regulations and Secretary 51
James G. Godsman (197%5) Vice President - Customer

Sales and Service 38
A. L. Maxson (1968) Vice President - Finance,

Treasurer and Director 43
J. R. Price (1975) Vice President - Properties 50
Victor C. Pruitt (1972) Vice President - Technical

Services 55
Tilden M. Shanahan (1974) Vice President - Flight 45
Thomas A. Wiley, Jr. (1967) Vice President - Marketing 55

There is no family relationship between any of the above officers. All
executive cfficers are elected annually by the Board of Directors to serve
until the next annual Board of Directors meeting held rollowing the annual
stockholders meeting cn the first Tuesday of May of each year. There are no
known arrangements or understandings between any executive cfficers and any
other person purstant to which any of the above-named persons was selected
as an officer.

A1l of the executive officers have been in the employ of the Company for
more than five years except Mr. Godsman. Before joining the Cempany in 1976,
Mr. Godsman was Marketing Group Manager of New Business Ventures for L'EGGS
Products, Inc., a division of Hanes Corp. Previously, Mr. Godsman was employed
by General Foods in varicus sales and marketing capacities. During 1675,

Mr. Hulse, the Company's founder was elected Chairman of the Board and Chief
Executive Officer after holding the position of President and Chief Executive
Officer for the past 27 years. Prior to their elections to their current
positions in 1978, Mr. Hall had been Executive Vice President and General
Manager from 1965 to 1975 and President from 1975 to 1978, and Mr. Gross

had been Vice President from 1965 to 1969 and Executive Vice President and
General Manager from 1975 to 1978. Mr. Price had been Assistant Vice Presi-
dent - Contracts and Properties since 1968, before being elected to his
current position in 197S.

Mr. Shanahan joined the Company as a First Officer in 1960 and subse-
quently held positions as System Chief Pilot and Director - Flight Division
before becoming Vice President - Flight in 1974. Messrs. Courtenay, Maxson,
Pruitt and Wiley have each served in the capacities indicated by their titles
for more than five years.

-17-



Items 13 and 15 of Part II of the Form 10-K, have been omitted
from this Report pursuant to the provisions of Instruction H to Form
10-X, since a definitive proxy statement pursuant to Regulation 14A
under the Securities Exchange Act of 1934 will be filed within 120 days

after the close of the fiscal year.
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Signatures
Pursuant to the requirsments of Section 13 or 15(d) of the Securities

Exchange Act of 1934, the registrant has duly caused this report to be
signed on its behalf by the undersigned, therewnto duly authorized.

SOUTHERN AIRWAYS, INC.

(Registrant)

Date  March 28, 1979 By j ktuu/@«& —
A

. L. Maxson
Vice President
Finance and Treasurer
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Report of Independent Accountants

Board of Directors
Southern Airways, Inc.
Atlanta, Georgia

We have examined the balance sheets of Southern Airways, Inc. as of
December 31, 1978 and 1977, and the related statements of income, stock-
holders’' equity and changes in financial position for the years then ended
included in the annual report to stockholders of Southern Airways, Inc.
for the year ended December 31, 1978, and the additional note to financial
statements and the schedules listed in the index under item 12(a) 1.

Our examinations were made in accordance with generally accepted auditing
standards and, accordingly, included such tests of the accounting records

and such other auditing procedures as we considered necessary in the cir-
cumstances.

As discussed in Note E to the Financial Statements, the Company in
1978 amended the lease relating to its maintenance base and training facility
and capitalized the lease for income tax purposes. As a result, the Ccmpany
may be entitled to reduce income taxes for 1975, 1976 and 1977 by approximately
$800,000 because of investment tax credits related to the lease. Because of
the technical issues involved the Internal Revenue Service has not approved
the Company's returns. Accordingly, no amounts have been included in the
accompanying financial statements to recognize the income arising from the

investment tax credits that may be realized upon the final resolution of
this matter.

In our opinion, subject to the effects, if any, on the financial state-
ments of the ultimate resolution of the matter discussed in the preceding
paragraph, the financial statements referred to above present fairly the
financial position of Southern Airways, Inc. at December 31, 1978 and 1977,
and the results of its operations and changes in its financial position for
the years then ended, in conformity with generally accepted accounting
principles applied on a consistent basis after restatement for the change,
with which we concur, in the method of accounting for leases as described in
Note B to the Financial Statements in the Annual Report to the Stockholders
incorporated herein by reference. Further, it is our opinion that the
additional note to financial statements and schedules referred to above
present fairly the information set forth therein in compliance with the
applicable accounting regulation of the Securities and Exchange Commission.

Zopt ¥ Zund”
Atlanta, Georgia

February 9, 1979 Ermst § Emst

E-1



SOUTHERN AIRWAYS, INC.
ADDITIONAL NOTE TO FINANCIAL STATEMENTS

NOTE M--REPLACEMENT COST INFORMATION

The Company is presenting certain replacement cost data pertaining
to its property and equipment as of December 31, 1978, and 1977, together
with an estimate of the related depreciation expense for the years then
ended. This information has been compiled in accordance with the rules
of the Securities and Exchange Commission (SEC).

The Company modified replacement cost assumptions at December 31, 1978,
taking into consideration the assignment of its purchase commitment for four
new DC9-80 aircraft to North Central Airlines, Inc. These aircraft were used
in the calculation of replacement cost at December 31, 1977. The data pre-
sented below is based on the assumption that the Company would replace its
entire productive capacity at December 31st of each year whether or not the
funds to do so were available or such action were desirable. In actuality,
the replacement of property and equipment will take place over many vears.
Additionally, presentation of this data does not mean that the Company has
current plans to replace its productive capacity in the manner assumed in
estimating the data. The Company also cautions that replacement cost is
not the current value of existing property and equipment; it is only an

estimate of the cost that would be incurred if such assets were replacad
at December 31, 1978 and 1977.

The following represents the estimated replacement cost data compiled
in accordance with the rules of the SEC:

December 31
1978 1977
Estimated Estimated
Historical Replacement Historical Replacsment
Cost Cost Cost Cost

(in thousands of dollars)
Property and Equipment:

Flight equipment $108,834  $166,140 $100,168  $151,865
Other property and equipment 19,101 24,271 14,864 17,987

: 127,935 190,411 115,032 169,852

Less: Allowances for depreciation 30,839 77,489 40,453 61,768
§ 77,096 $112,922 § 74,579 3108,084

Depreciaticn expense on property
and equipment for the year ended § 12,305 $ 17,240 $ 10,081 S 12,699

11
'
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SOUTHERN AIRWAYS, INC.
ADDITICNAL NOTE TO FINANCIAL STATEMENTS

Historical cost amounts for which replacement cost data have been

estimated are as follows:

1978

Property and Allowances for Depre-

Equipment Depreciation ciation
in thousands or dollars)
Totals as shown in the financial statements $132,1453 §51,490 §12,412
Less amounts for which replacement
cost data has not been provided:
Purchase deposits 1,331 - -
Leasehold improvements* 1,879 651 107
Construction work in progress 998 - -
Historical cost amounts for which replacement
cost data have been estimated $§127,935 $50,839 $12,30S
1977

’ Property and Allowances ror Depre-

Equipment

Depreciation ciation

(in thousands ot dollars)

Totals as shown in the financial statements §120,232
Less amounts for which replacement
cost data has not been provided:

Purchase deposits 3,390
Leasehold improvements#* 1,385
Construction work in progress 425
Historical cost amounts for which replacement
cost data have been estimated $115,032

$40,998 $10,171
545 ' 90
$40,453 $10,081

*Leasehold improvements applicable to property leased from airport authorities or

other govermmental units which have been excluded.



SOUTHERN AIRWAYS, INC.
ADDITIONAL NOTE TO FINANCIAL STATEMENTS

The primary unit of productive capacity for the air transport industry
is the passenger seat provided. The Company has estimated the replacement
cost of its current flight equipment by multiplying the total number of
passenger seats (based on the maximum seating capacity) by the per-seat price
at December 31, 1978 and 1977 of new and used aircraft respectively (histori-
cally, most of the equipment acquired has been used). The price of the
aircraft was determined based on estimates of the cost of these aircraft.

The per-seat price method has been developed by the Air Transport Association
for use in the airline industry. While the same number of seats would be
available, the number of aircraft available to the Company would be reduced
since there would be more seats in each of the replacement aircraft than in
most of the aircraft currently operated.

Replacement cost for spare engines have been estimated using the
most recent manufacturer's purchase price of new engines. Rotable spare
parts supporting the aircraft fleet have been estimated based on the ratio
of the historic costs of these assets to the historic cost of the aircraft.

Replacement cost of ground equipment was estimated by using price
indices. Leased temminals, hangars and other facilities located at airports
and leased from an airport authority or other governmental umit are not
considered capital leases under FASB No. 13 and are not included in replace-
ment cost data.

Since historical depreciation is computed on the straight-line method,
accumulated depreciation for assets for which replacement cost is estimated
is calculated by using the same ratio as the historical reserve is to histori-
cal cost and applying this ratio to the estimated replacement cost of the
assets.

In the presentation of estimated rsplacement cost above, the Company
has not estimated any operational efficiencies resulting from assumed re-
placement of assets with assets having greater economy of scale.

If the Company were to replace its productive capacity, the equipment
selected would probably provide certain savings (e.g., reductions in indirect
labor, repairs and maintenance, and fuel) which would serve to offset the
depreciation charge. Although indeterminable, the reduction in operating
costs other than deprsciation could, in the Company's opinion, be significant,
but would be offset by an increase in interest costs as a result of additional
borrowing to finance replacement assets. The effect cf changes in scheduled
service and increased intsrest costs has not been calculated because of the
Company's inability to determine the schedule changes required, the additicnal
borrowings required and the applicable interest rates. In addition, income
tax effects, including investment tax credits that would result from the
replacement of productive capacity, would have to be taken into account.

F-4



SOUTHERN AIRWAYS, INC.
ADDITIONAL NOTE TO FINANCIAL STATEMENTS

The Company does not believe that the estimated replacement cost data
above can be used to impute the effects of inflation on the Company's net
income without other factors, such as the need for future fare increases
on the one hand and the impact of general price level changes and of
statutory taxing policies affecting the Company on the other hand.

The above replacement cost data have been estimated in accordance with the
rules of the SEC and represent, in the Company'’s opinicn, a reasonable estimate.
However, the ability to estimate replacement costs has inherent limitations
because of the need for substantial subjective judgments.



SCUTHERN AIRWAYS, INC.
SCGEEDULE V--PROPEXTY AND EQUIPMENT

Schecule V

Colum A Colum 3 Column C Coium D Colum E Colum &
Jther
Changes-
Balance at Acdd Balance at
Beginning (Deducz) End
Classificaticn of Pericd Additicns Retirements  Descride oI Dericd

t

Flight Equipment
Ground Equipment

Flight Equipment
Creund Eguipment

(A) Represents purchase of

Year Ended Decamber 31, 1277
§ 99,454,000 $31,300,000 327,213,000 S§13,000(A) 3193,736,0C0
11,324,000 7,102,000 1,850,00C - 16,476,000
§110,773,000 $33,807,000 $§29,165,000 313,000 3120,232,000

Year Ended Leczmber 31, 1978
$103,7556,000 $11,709,000 S 4,301,000 § - $111,164,000
16,476,000 4,668,000 155,000 - 20,972,000
$120,252,600 515,577,000 § 4,456,000 3 - 132,145,200

—— £

[} ]
3
n

Tts for fully depreciatad Martin 404 zir

vy o
-

i



Schedule VI

SOUTHERN AIRWAYS, INC.

SCHEDULE VI--ALLCWANCE FOR DEPRECIATICN AND
MAINTENANCE OF PRCPERTY AND EQUIRMENT

Colum A Colum B Colum C Columm D Colum = loium r
Uther
Additiens Changes-
Balance at Charged Add Balance at
Beginning to Costs and (Deduct) End of

Classification of Period Excenses Retirements Describe Pericd

Year Ended December 31, 1977

Flight Equipment 344,184,000 $ 8,845,000 $17,678,000 5(125,000)(B) §35,491,0CC

265,000(a)
Ground Equipment 5,996,000 1,526,000 1,815,000 - 5,507,000
$50,130,000 SIJ,435,000 $139,495,000 S7L25,000) $+0,558,000

Year Ended December 31, 1978

Flight Equipment 335,491,000 $10,584,000 § 1,750,000 S 83,000)(B) S$44,3548,000

11,000(A)
Ground Equipment 5,307,000 S 1,728,000 93,000 - 7,142,000
$30,958,000 $IZ,423,000 $ 1,345,000 87 383,000) $31,4¢0,7000

(A) Provision for airframe and engine overhauls.
(3) Composed of the following:

1978 1877
Expenditurss rfor engine overhauls by - ${109,000)
. Utilizaticn of maintsnance reserve
recorded at date of acquisition
applicabple to used engines acgquirsd ( 465,000) ({292,000
Reserve reguirement on parts purchasad
for fully depreciated Mzrtin 404
aircrasit - 135,200

Sstimated accumulated maintsnancs cost
at date of acguisiticn applicabls to
used engines acgquired, rapresentin
hours consumed on such engines by
PTLCT OwWners 377,000 251.200




Schedule XII

SCUTHERN AIRWAYS, INC.
SCHEDULE XII-- VALUATION AND QUALIFYING ACCCUNTS AND RESERVES

Lolum A Colum 3 Loium L colum D Colum =
. Aaditions
Balance at Charged Balance zat
Beginning to Costs and Other End of
Pescrintion of Pericd Expenses -lescribe Period
Year Ended December 31, 1977
Allowance for doubtful accounts § 162,000 S 96,000 S 78,000)(A) § 179,000
Allcwance for obsolescance--
maintenance and operating supplies 31,717,000 $273,000(3) 3$(927,000)(C) 51,063,200
Year Ended Decamber 31, 1978
Allowance for doubtful accounts $§ 179,000 $112,000 $(101,000)(A) 3 190,000
Allowance for obsolascenca--
maintenance and operating supplies $1,063,000 §334,000(3) § - §1,367,C00

(A) Bad cebts writisn off, net of recoveries

1978
(B) Consists of the following:
Provision for inventory obsolascence
Ailowance applicable to parts for
fully depreciated Martin 404 equipment
purchased (sold)--Net

$334,000 § 240,000

33,000

(%3]

$334,000

3,4

773,000

(C) Sals of all Martin 404 inventory

n
'
(73]
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