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PART I 

Item 1. BUSINESS 

.- 

Republic Airlines , Inc. (the "Company" or "Republic") was 
organized in 1944 as North Central Airlines, Inc. under the 
laws of the State af Wisconsin. 
by the merger of North Central Airlines and Southern Always, 
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 Rughes Alwest, a 
regional airline which served the western United States, Canada 
and Mexico. 
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. 

Republic was formed in 1979 

Republic is a major air carrier providing scheduled 

AIRLINE INDUSTRY 

Since the passage of the Airline Deregulation Act of 1978 (the 
"Deregulation Act"), the airline industry has been characterized by 
intense competition. 
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. 
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. 
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 capitallee on lower labor 
and equipment costs in serving limited market.segment6, as well 
as with the more efficient, established airlines. 

Major routes with high density traffic are 

Routes with l o w  or 

Price competition has accelerated the efforts of airline 

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. 
total passengers enplaned by Republic and other airlines during 

Based on 
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Item 1. BUSINESS (continued) 

the year ended December 31, 1984, Republic was the leading air 
carrier at Detroit and Memphis, and second at Hinneapolis/St. Paul. 
A significant portion of Republic's passengers departing from 
I t s  hub cities are connecting passengers from Republic flights 
within its regional feeder systemr. 
small and medium site cities within the regions through short 
and intermediate length hauls (generally less than 300 miles) 
and were developed by the Company's predecessor6 in the north 
central and southeastern areas of the United States. 
1985, Republic and Siplmons Airlineo, 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 c-n stock of Simmons Airlines (9.2% of its outstanding 
shares). 
Inc. entered into an agreement providing for coordinated operations 
at Republic's Memphis hub. 
and points in the Southeastern United States by mid-etrmwr. 

These feeder systems serve 

In January 

In February 1985, Republic and Phoenix Airline Services, 

Phoenix will operate betveen Memphis 

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. 
cities, Republic offers more daily flights than any other carrier. 
In 1984, service wan inaugurated at eight new destinations: tlartford/ 
Springfield, Buffalo/Niagara Falls, Rochester (N.Y.), Fort Wayne, 

included discontinuing service to 23 destinations In 1984 which vere 
low yield and short haul markets, in the west and southwest, while 
expanding activity at its three primary hub.. Service to Pittsburgh 
is being inaugurated April 1, 1985. Another major scliedule change 
is planned for April 28, at which tima eight other markets will be 
added: John F. Kennedy International Airport, Syracuse, Albany 
(N.Y.), Erie, Louisville, Little Rock, Shreveport and Appleton. 
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. 

At each of these three hub 

South Bend, IndiaMpOliS, Oklahoma City m d  TUllra. The restructuring 

This 

Management currently expects that expansion of the Company's 
route system Vi11 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 231 miles in 1980 to 396 milee in 
1984, and the average length of a passenger trip has risen 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, t o  facilitate the Company's ability to discontinue 
service to cities with low density traffic. Under this program, 
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Item 1. BUSINESS (continued) 

h 

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. 
transports mail for the U.S. Postal Service. 
limited charter operations which accounted for less than .6X of 
total revenues for the years ended December 31, 1984, and 1983. 

In addition, the Company 
Republic engages in 

EMPLOYEES AND LABOR RELATIONS 

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

Collective 

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 w i l l  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 15% wage reduction which included 
the period from September 1, 1983 through May 31, 1984, as well 
as other concessions. 
ratified amended labor agreements during 1984 under a "Partnership 
Plan" estimated to save the Company $100 million annually through 
1986. The agreements provide for the extension of the wage freeze 
and 15% pay reduction through the contract amendable dates which 
are as follows: 

All of the Company's employee unions have 

Number of Employees 

Employee Group December 31, 1984 - Union Amendable Date 

Pilots..................... 1 s 663 ALPA March 31, 1987 
Flight Attendants.......... 1,964 AFA March 31, 1987 
Clerical, Office, Fleet and 

Covered as of 

Passenger Service 
Personnel............... 5 s 888 ALEA December 31, 1986 

Flight Dispatchers....... .. 66 Twu December 31, 1986 
Mechanics and Related 

Personnel............... 2 s 590 IAM September 30, 1986 
Maintenance Supervisors.... 96 AASA September 30, 1986 

h 

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. 
provide for gradual restoration of pay concessions beginning October 
1, 1986, up to a maximum of 9X, 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 negotiate a continuance of concessions 

The ALPA and AFA agreements 
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Item 1. 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 cmployeer 
are participating in similar concessions. 
the Company's employee relations have been good, although there ir 

concesslo~m, sladlar to thoae obtained in 1984, when the current 
agreements become mendable beginning in October 1986. 

Management believes that 

no assurance that the Company will be able to obtain employee I 

In exchange for the concessions, the Company will prwide 
5,529,195 shares of common rtock, 2,170,000 callable warrants to 
purchase common stock at $10 per share and a profit-sharing 
arrangement in the form of a new class of participating, non- 
cumulative, non-voting junior preferred stock. 
will be contributed to one or more trusts for the benefit of 
employees. 
with legal and regulatory requirements. 
agreed not to pay dividends on connnon stock through December 31, 
1986, and to fill 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. 
the union groups. 
warrants, see Note €l to the Financial Statements, incorporated herein 
by reference on page 25 of the accompanying Annual Report to 
Stockholders. 

These securities 

The issuance of these securities is subject to compliance 
In addition, the Company ham 

This Board member has not yet been selected by 
For a description of the preferred stock and 

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. 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. 

The operating results of the airline industry have been volatile 
due to several factors. 
component of the airline industry's operating cost structure, a small 

airline's operating results. 
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. 
changes in an airline's yield can also result in significant 

Since fixed costs represent a substantial 

change in passenger load factor can have a significant effect on an - 
Balsed on the Company's available seat 

Small 
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Item 1. BUSINESS (continued) 

fluctuations in operating results. 
revenue passenger miles during 1984, a change of one-tenth of one 
cent ( 0 . 1 ~ )  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. 

Based on the Company's scheduled 

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 codssion rates 
comparable to its competitors as necessary to its business. 
1984, bookings by travel agents accounted for approximately 74% of 
the Company's passenger revenues. 

During 

Approximately 80% 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 other practices with respect to these systems 
which placed the Company at a competitive disadvantage. 
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. 

Prior to 

FUEL 

During 1984, the Company purchased approximately 75% 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. 
supply contracts generally have one-year terms and permit the 
supplier to increase or decrease the price depending on market 
conditions. 
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. 
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. 

The Company's fuel 

Such contracts also typically permit the Company to 

Supplies of petroleum products are 
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Item 1. BUSINESS (continued) 

The cost of fuel is a substantial portion of the Contpanyts 
operating costs. Fuel expense was, as a percentage of total 
operating expenses, 28.9% in 1980, 28.4% in 1981, 27.5% in 1982, 
25.3% in 1983, and 24.8% in 1984. The average price pFr gallon paid 
by Republic .Cor 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, petrochanicals 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 
sunset of the Civil Aeronautics Board on December 31, 1984, these 
have been assigned to the Department of Transportation. 
regulatory functions include a requirement that notice be given in 
the case of certain reductions or suspensions of service at smaller 
points. 
successive 30-day periods if "essential air service" would otherwise 
not be provided. In such event, however, it must compensate the air 
carrier for losses incurred. Mergers and interlocking relationships 
are also 8ubjcct to DOT approval and DOT also has authority to 
regulate deceptive and unfair competitive practices. 
approve agreement6 between air carriers and grant antitrust immunity 
to such agreements as well as to mergers and interlocking 
relationships. 
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. 

Ongoing 

The DOT also has authority to prevent a suspension for 

It may also 

Various consumer protection regulations have been 

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

The Company is 

Under certain circumstances it may vithdraw 

FAA Regulation. The Federal Aviation Administration ("FM") has 
jurisdiction under the Federal Aviation Act to regulate flight - 
operations generally, including the liceasfng of pilots and maintenance 
personnel, the establishment of olinbum standards for training and 
maintenance and the establishment of lninlmum technical standards for 
flight, c-lcations and ground equipment. 
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Item 1. BUSINESS (continued) 

Environmental Regulations. 
regulations covering aircraft noise. 
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-9 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. 
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. 

The FAA is empowered to promulgate 
Current noise abatement 

The Company began this retrofit program in 1979 and 

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. 
Santa Ana, California, airport restricts the type of aircraft 
and number of departures serving the airport. 
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. 

The Orange County/ 

Orange County has also 

Other Regulations. The Company is subject to the jurisdiction 
of various other regulatory agencies, including the Federal Conrmu- 
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 regulations. 

INSUBANCE 

The Company carries insurance of types customary to the airline 
industry and in amounts management deems adequate to protect the 
Company and its property. 
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. 

The principal coverage includes public 
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Item 2. PROPERTIES 

FLIGRT EQUIPMENT 

Republic operates a fleet of intermediate-sized get aircraft, 
appropriate to both its regional markets and its longer hurl routes. 
This fleet allows Republic to allocate its aircraft among its various 
routes according to traffic demand. 
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 noa-atop service 
in the coast-to-coast markets where larger capacity aircraft are 
generally utilized. 
regarding the flight equipment operated by the Company in scheduled 
service : 

The Company may dispoee of 

The following table sets forth information 

Passenger Average Number of Aircraft Type of 
Aircraft Capacitx Age(Yrs) Owned Leased Total 

Boeing 727-200(advanced).......... 143 65 15 3 18 
HcDonnell Douglas MD-80........... 143 34 7 1 8 
McDonnell Douglas DC9-50.......... 122 65 16 12 28 
McDonnell Douglas DC9-30,......... 9s 16 52 8 60 

Convair 580 . . . . . . . . . . . . . . . . . . . . . . .  48 
McDonnell Douglas DC9-10.......... 80 18 30 3 33 

13 
133 27 160 

- - - - 13 305 

All of the aircraft amed 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. 
three of the 727-200 aircraft are leased under operating leases and 
the remafning 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. 

Five of the DC9-30 aircraft and 

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

The Campany maintains inven- 

GROUND FACILITIES 

The Company leases substantially all of its office, maintenance 

The Company's general office is located 
and terminal buildings from governmental units or authorities under 
long-term lease agreements. 
at the Hinneapolis/St. Paul International Airport. 
maintenance bases are located at the airports seming Ulnneapolis/ 
St. Paul and Atlanta. 

The principal 

8 



.c 

Item 2. 

Item 3. 

Item 4. 

PROPERTIES (continued) 

The Company plans to significantly expand its airport facilities 
in Detroit, Memphis, and Minneapolis/St.Paul over the next several 
years. 
$40 million. The Company is also planning to build a reservations 
center in Detroit at an estimated cost of $12 million. Commitments 
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. 

Total cost of the facilities expansion is expected to exceed 

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

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. 

SUBMISSION OF HATTERS TO A VOTE OF SECURITY HOLDERS 

Not applicable. 

EXECUTIVE OFFICERS OF TIE 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 

my, Daniel F., 55 

Wolf, Stephen M., 43 

Atwood, Dorman W., 63 

Foster, Gramer D., 57 

Magary, A.B., 42 
c 

Title - 
Chairman of the Board and 
Chief Executive Officer 

Officer Since 

1962 

President and Chief Operating 
Off icer 1984 

Senior Vice President - 
Maintenance and Engineering 1979 

Senior Vice President-Operations 1980 

Senior Vice President-Marketing 1984 

Maxson, A.L., 49 Senior Vice President-Finance 1966 

Barkhausen, Henry W., 37 Vice President and Treasurer 1984 
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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 E. , 35 Vice President and Secretary 1984 

Hitchell, Lee R., 47 Vice President-Computer and 
Coumuaications Service 1985 

Nobles, Bruce R., 38 Vice President-Customer Service 1984 

SellWOOd, Raymond 56 Vice President-Flight 1984 

General Counsel and Assistant 
Secretary 1984 

Heyer, Michael D., 40 Controller 1974 

All of the executive officers have been officers or employees of the 
Company or i ts  predecessor comp8n~es in capacities substantially equSvalent 
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 Preeident-Flight Operations in October 1.983. He WUL 
appointed Senior Vice President-Operations in October 1984 and is responsible 

. for both the flight and maintenance functions of the Company. 

Hr. Magary was Vice President-Sales and Marketing at Eyatt International 
Corporation from March 1982 to June 1984. Previouely he served 14 years at 
Pan American World AirVaYS rising to the position of Vice President-Pacific 
Division. 

Mr. Barkhausen was Director of Real htate of the Tribune Company 
(newspaper publishing and other ccnmunicetion services) from October 1982 to 
November 1983 and prior thereto was Assistant Treasurer of Marshall meld 6 
Company (department stores) 

Mr. Grossman was Vice President-Marketing Services and Vice Presldent- 
Customer Semices at CCS Automation SjetemsD he., a unit of T u a a  

A 

Air Corporation from January 1984 until July 1984. He was Senior Dlrtctor- 
Automated Marketing and Distribution Systems at Continental Airlines from 
January through December 1983 and a180 previously spent 23 years at Pan American 
World Airways in a variety of marketing, planning and governmental affairs 
pO8itiOllS. 
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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. 

e 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 Eost International. 
July 1984 he was with Continental Air Lines Inc. in various capacities 
including Senior Director-Properties and Facilities and Senior Director- 
Aircraft Programs. In 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. 

From February 1982 until 

Mr. Mitchell was Director of Worldwide Airline Systems Support for 
Sperry Univac from February 1976 to April 1980. Ee was Senior Director, 
Information Systems at Flying Tiger Line Lnc. from May 1980 to February 
1985 when he was appointed to his present position with the Company. In 
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 
Prt+ously, he was with herican Airlines for 1984 as Marketing Controller. 

16 years in a variety of field and staff positions. 
Customer Service, Mr. Nobles is responsible for the airline's inflight 
service, including flight attendant service and food service. He is 
also responsible for station operatlons, including ground service, 
procedures and training. 

As Vice President- 

Mr. Sellwood was Chief Pilot wlth 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 Uorld 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, government 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  successor^ 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 I1 

Item 5. - 

Item 6. 

Item 7. 

Item 8. 

Item 9. 

Item 10. 

MARKET FOR THE REGISTRANT'S COMHON STOCK 
AND RELATED SECURITY BOLDER MATTERS 

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

SELECTED FINANCIAL DATA 

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

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 Fkport to 
Stockholders and is incorporated herein by reference. 

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. 

DISAGREEHENTS ON ACCOUNTING AND FINANCIAL DISCLOSURE 

Not applicable. 

PART I11 

DIRECTORS AND EXECUTIVE OFFICERS OF THE REGISTRANT 

Information relating to the directors of the Registrant is 
contained I n  5ts 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. 

h 
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Item 11.  

Item 12. e-... 

Item 13. 

Item 14. 

(a) 

rh 

EXECUTIVE COMPENSATION 

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 

Information required by this Item I s  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 

Iuformation 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 

JSXHIBITS, FINANCUL STAT- SCHEDULES, AND REPORTS ON FORM 8 4  

1. Financial Statement4 

Consolidated balance sheets at December 31, 
1984 and 1983 

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

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

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

Notes to financial statements 

2. Financial Statement Schedules 

Auditors' Report 

Schedules: 

Schedule V - Property and Equipment 
Years ended December 31, 1984, 1983 
and 1982 

Annual Report 
to Stockholders 
Page Reference 

16 and 17 

18 

19 

20 

21-26 

Form 10-K 
Page Reference 

F-1 

F-2, F-3 
and F-4 

13 



Item 14. EXHIBITS, FINANCIAL STATEKENT SCXEDULES, AND REPORTS ON FORM 8-K 
(continued) 

2. Financial Statement Schedules 
Form 10-IC 

Page Reference 

Schedule VI - Accumulated Depreciation and F-5 and - 
Apor that ion F-6 
Pears 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 amouncs sufficient to require 
submlssion of the schedule, or because the information required is 
included in the financial statements or the notes thereto. 

3. Exhibits 

3.1 Restated Articles of Incorporation of Republic 
Airlines, Inc. incorporated herein by reference 
to Exhibit 4.1 to the Company's Quarterly Report 
on Form 10-0 for the Quarter Ended June 30, 
1983. 

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

4.1 The Company's Revolving Credit Agreement and 
henbents 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. 

4.2 Amendments or Waivers to the Campany's Revolving 
Credit Agreement dated January 1, 1983, June 1, 
1983, June 30, 1983, July 31, 1983, and August 26, 
1983r incorporated herein by reference to the 
Company's 1982 Annual Report on Form 10-K and 
the Company's Quarterly Reports on Form 10-9 
for the Quarters Ended June 30, 1983 and 
September 30, 1983. 

- 4.3 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) 

4 . 4  

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, Hay 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 104) 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 
1 0 4 .  

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

Employment Agreement and attached Option 
Agreement between Stephen H. 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, lnc. 

15 



Item 14.  EXHIBITS, FINANCIAL STATEMENT SCHEDULES AND REPORTS ON FORM 8-IC 
(cont lnucd) 

13 Annual Report to Stockholders. 

22 Subsidiaries of the regletrant. 

24 Coneent of upcrts. 

25 Pawer of attorney. 

28 Proxy Statmnt for the 1985 Annual Meeting of 
Stockholder8. 

(b) Reports on Form 8-K 

No report on Form 8-K was filed during the fourth quarter of 
1984. 
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SIGNATURES 

Pursuant to the requirements of Section 13 or l 5 ( d )  of the Securities 
Exchange Act of 1934, the Registrant ha6 duly caused this report to be signed 
on its behalf by the undersigned, thereunto duly authorized. 

c 

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 H. Wolf ERIC BRAHLEX* 
Stephen M. Wolf Eric Bramley 
President, Chief Operating Director 
Officer and Director March 29, 1985 
March 29, 1985 

h. 

/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 

BALN. CARR* 
Hal N. Carr 
D i r  cc t or 
March 29, 1985 

D. F. DeCOURSIN* 
D. F. DeCourain 
Director 
March 29, 1985 

DAVID H. HUGEIES* 
David H. Hughes 
Director 
March 29, 1985 
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FRANK V. HC'LSE * 
Frank U. Hulse 
Director 
March 29, 1985 

G.  GUNBY JORDAN* 
G. Gunby Jordan 
Director 
March 29, 1985 

JOHN H. LAWRENCE, III* 
John M. Lawrence, I11 
Director 
March 29, 1985 

UILLUn R. LDMIS* 
W i l l i a m  B. M e  
Dlrcc tor 
March 29, 1985 

MORTON B. PHILLIPS* 
~~ 

Morton B. Phillips 
Director 
March 29, 198s 

G. .FRANK PURVIS, JR.* 
G. Rank Pun7i8, Jr.* 
Direc tor 
March 29, 198s 

HENRY M. ROSS* 
Henry M. Ross 
Direc tor 
March 29, 1985 

BERNARD SWEm 
Bernard Sweet 
Director 
March 29, 1985 

R I W  A. TRIPPEER, JR.* 
Richard A. Trippeer, Jr. 
Direc t or 
March 29, 1985 

Wn. BEW WUITE, J L *  
lh. Bew White, Jr. 
Director 
March 29, 198s 

KENNETE B. WfuEnw 
Kenneth B. Uillatt 
Director 
March 29, 1985 

FRANK lf. YOUNG III* 
Prank M. Young 111 
Director 
March 29, 1985 

UILLIAHL. EuNKm* 
W i l l i a m  E. hnkln 
Direct or 
March 29, 1985 

*BY /s/ Stephen K. Wolf 
Stephen M. Wolf,Attorney-In-Fact D8te: March 29, 1985 
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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. (8 
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 31, 
1984, 1983 and 1982. 
accepted auditing standards and accordingly included such tests of the 
accounting records and such other auditing procedures as we considered 
necessary in the circumstances. 

Our examinations were made in accordance with generally 

In OUT opinion, the consolidated financial statements referred to above 
present fairly the financial position of Republic Alrlincs, 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 a consistent basis. 

We have also examlned Schedules V, VI and X of Republic MrUnes, 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 -aus+, Grant 6 Campany 

Minneapolis, Hfnnesota 
February 11, 1985 
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(ANNUAL REPORT OMITTED) 



h 

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 

b March 19, 1985 



PROXY STATEMENT 
of 

REPUBLIC AIRLINES, INC. 
Annual Meeting of Stockholders to be 

April 24, 1985 

PROXIES AND VOTING 

Held 

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. 

Name and Address or of Record Class 
Amount Owned Beneficially Percent of 

Republic Airlines, Inc. Restated 

7500 Airline Drive 
Minneapolis, MN 55450 

FMR Corp. (2) 
82 Devonshire Street 
Boston, MA 02109 

Employee Stock Ownership Plan ( 1) 

1,617,616 5.2 

2,837,800 8.6 
All officers and directors as a group (3)(4) 1.2 14,820 3.9 

( I )  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 anticipated. 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. 

1 



, 

lncludes 2.577.800 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 10-118% Convertible Senior Subordinated Debentures Due 2007, which are convertible 
into common stock of the Company at $10 per share. 
lncludes 131 .lo0 shares with respect to which such persons have the right to acquire beneficial ownership. Includes 2.315 shares 
held by the Republic Airlines, lnc. Deferred Salary Investment Plan and 73,629 shares held by the Republic Airlines, lnc. Restated 
Employee Stock Ownership Plan. 
Information contained in this Proxy Statement does not include the proportionate share for officer employees of the 5,529,l'- 
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: 

- 

Name and Age of Nominee Principal Occupation and Directorships 
Director 

Since 

Shares 
Beneficially 

Owned as of 
March 7. 1985 (1) 

Cecil A. Beasley. Jr. 
Eric Bramleyt (68) 

Hal N.  Carr* $ (63) 

David H. Hughes$ (41) 

Frank W. Hulse* (72) 

John M .  Lawrence I11 (63) 

William R. Lummis (56) 

Daniel F. May* (55)  

Morton B. Phillips (66) 

G. Frank Purvis, Jr.t (70) 

Partner-Ballard and Beasley (attorneys). 
Retired Editor, Aviation Daily (aviation industry news 
service). 
Chairman of the Executive Committee of the Board of the 
Company. Mr. Carr is a director of Dahlberg, Inc.; First 
National Bank of Bryan, Texas; Ross Industries, Inc.; 
OMI, Inc.; and Cayman Water Company. 
President and director of Hughes Supply, Inc. (manu- 
facturer and distributor of electrical and plumbing 
supplies). Mr. Hughes is a director of Sun Banks, Inc. 
and SunTrust Bank, Inc. 
Retired Vice Chairman of the Board of the Company. 
Mr. Hulse is a director of Fuqua Industries, Inc. and 
American Fidelity Life Insurance Company. 
Partner-Lawrence, Thornton, Payne, Watson, & Kling 
(attorneys). Mr. Lawrence is a director of First Bank & 
Trust of Bryan, Texas and Brazos Broadcasting 
Company. 
Chairman of the Board, President and Chief Executive 
Officer, Summa Corporation (real estate investments, 
aviation, hotels and recreation). Mr. Lummis is a director 
of Texas American Bancshares, Inc. 
Chairman of the Board and Chief Executive Officer of the 
Company. Mr. May is a director of Metropolitan Bank, 
Bloomington, Minnesota; Rexnord, Inc. ; and Cherne 
Industries, Inc. 
Chairman of the Board and President, OMI, Inc. (busi- 
ness investments). 
Chairman of the Board, Pan American Life Insurance 
Company (mutual life insurance company). Mr. Purvis 
is a director of Bell South Corporation and First 
Commerce Corporation. 

1979 
1976 

1952 

1983 

1979 

1975 

1980 

1980 

1966 

1979 

102,762 
1 ,OOo 

177.724 (2) 

11,200 

- (4) 

4,345 (3) 

18,480 (3) 
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Name and Age of Nominee 

Henry M .  Rosst (57) 

Bernard Sweet (61) 

Richard A. Trippeer, Jr.$ (45) 

Wm. Bew White. Jr.* (65) 

Stephen M. Wolf* (43) 

Frank M. Young, I11 (43) 

Principal Occupation and Directorships 

President, Ross Industries, Inc. (machinery manu- 
facturer). Mr. Ross is a director of The Fauquier National 
Bank of Warrenton, Virginia and Greater Washington 
Investors. lnc. 
Retired Vice Chairman of the Board of the Company. 
Mr. Sweet is a director of G & K Services, lnc. and S. 
E. Rykoff & Co. 
Chairman of the Board. Union Planters Corporation and 
Union Planters National Bank. 
Of Counsel-Bradley, Arant, Rose & White (attorneys). 
Mr. White is a director of Avondale Mills. 
President and Chief Operating Officer of the Company. 
Mr. Wolf is a director of Shanley Oil Company. 
Partner-North Haskell Slaughter Young & Lewis 
(attorneys). 

Shares 
Beneficially 

Director Owned as of 
Since March 7, 1985 (1) 

1975 1 .Ooo 

1969 38.283 ( 5 )  

1979 45,665 

1979 39,500 

I984 75.000 (2) 

1979 83,507 (3)(6) 

*Member of the Executive Committee 
tMember of the Audit Committee 
$Member of the Stock Option Committee 

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 

Aficer 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- 
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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 Sunima 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. 

Jc 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 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. 
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Cash Compensation Table - 
Name of Individual or Identity of Group and 

Capacity in which Compensation Received 
Cash 

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) 

103,341 ;Gramer D. Foster, Senior Vice President-Operations . . . . . . . . . . . . . . . . . . . . . . .  
_ _  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) . . . . . . . . . .  

- 
h 

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. 

Direcrors ’ 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 ,OOO. 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 $177,0oO. 
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 

Areement. 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 untii 
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 
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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. 

Srock 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@ 
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: 

* 

* 

Name of Individual 

Daniel F. May 
Stephen M. Wolf 
Gramer D. Foster 
A. L. Maxson 
A. B. Magary 
All executive officers 

as a group 

Stock ODtions 
Number 

of Shares 

25 ,000 
25,000 
7,500 
7,500 

28,500 

15 1,250 

Average Option 
Price 

$3.75 
3.75 
3.50 
3.50 
3 S O  

3.77 

Stock Appreciation Rights 
Number of Average 

Shares* Base Price 

5 ,000* $3.75 
30,000* 3.75 
7,500 3.50 
7,500 3.50 

21.500 3 S O  

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 installments 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. Wolfs 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 execuwe 
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 
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r 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. 

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

c 

Annual 
Compensation 

$ 50,000 
80,000 
110,Ooo 
180.000 
225,000 

Estimated Annual 
Retirement Benefits (a) 

15 Years 25 Years 
$15,360 $25,595 
26,160 43,595 
36,957 61,595 
62,157 90,Ooo 
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 
1 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. 

* ’ 

7 



- 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 

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 

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 telephone. The Company will, upon request, reimburse brokers and other persons holding shares for 

of the Company's stock to give proxies. 

1 

'c3 

- 

March 19, 1985 

By Order of the Board of Directors 
REPUBLIC AIRLINESJNC. 

Vice President and Secretary 
Gary H. Lantner .. 

CT 

R 

J 
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SECURITIES AND EXCHANGE COMMISSION 
Washington, D. C. 20549 

FORM 10-K 
c.4 

ANNUAL REPORT PURSUANT TO SECTION 13 OR 15(d) OF 
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Documents Incorporated By Reference 

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

Do cumen t 
Part of Form 10-K Into Which 
Incorporated By- Reference 

(1) 1983 Annual Report to Stockholders I, I1 

(2) Definitive proxy statement dated 
March 20, 1984 for the 1984 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.) 
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PART I 

Item 1. BUSINESS 

GENERAL 

Republic Airlines, Inc. (the "Company" or "Republic"), was 
organized in 1944 under the laws of the State of Wisconsin. 
is a major air carrier providing scheduled air transport of persons, 
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 f o r  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 

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. 
negotiating with union representatives for wage concessions and 
productivity improvements which management believes are necessary 
for the successful operation of the Company. 
Labor Relations" and Item 7 below. 

The Company has proposed and is currently 

See "Employees and 

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 
Aiwest in the north central, southeastern and western areas of the 
United States, respectively. The regional systems serve small and 
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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 48% of passengers 
boarded during the year ended December 31, 1983. 
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. 

Based upon total 

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. 
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. 

From January 1980 

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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ITEM 1. BUSINESS (continued) 

On its passenger flights, the Company also provides small 
package and cargo transportation services. Tv 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 

AB 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. 
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. 

A contributing factor to the fare 

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 $15 over the 
full coach fares. 

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. 
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. 
longer haul markets to supplement its regional systems. 

Because travel agents 

This percentage may increase as Republic expands into 

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. 
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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. 
supply contracts generally have one-year terms and permit the 
supplier to increase or decrease the price depending on market 
conditions. 
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. 
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 Company's fuel 

Such contracts also typically permit the Company to 

Supplies of petroleum products are 

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, 27.5% 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. 
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. 

Changes in demand for other petroleum products, 

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. 
Inc. also acts as a fuel supplier and provided 4% of the Company's 
fuel requirements in 1983. 
business of the Company.. 

Republic Energy, 

Its operations are not significant to the 

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. 
domestic services is generally as follows: Entry: The Company may 
begin service in any city pair without prior CAB approval. 
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. 

The status of such regulation with respect to 

Exit: In - 
- 
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ITEM 1. BUSINESS (continued) 

c 

Agreements/Mergers/Antitrust: Agreements among airlines pertaining 
to travel agenm, interline passengers, settlement of accounts and 
similar matters, have traditionally been maintained under grant of 
antitrust immunity by the CAB. 
such immunity in certain respects. 
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: 
as smoking rules, denied boarding compensation and baggage liability, 
and retains supervision over unfair and deceptive practices. 
Company is 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. 
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. 

The CAB has recently voted to reduce 
The CAB'S decision is now under 

The CAB continues to regulate such matters 

The 

The amount of competition on such 

FAA Regulation. The Federal Aviation Administration (ttFAA") 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 reduced and limited flights by a 
system of slot allocations to certain high density airports served by 
the Company. 
the air traffic control system returned to pre-strike levels. 

The slot allocation system was gradually phased out as 

Environmental Regulations. 
regulations covering aircraft noise. 
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. 
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. 

The FAA is empowered to promulgate 
Current noise abatement 

The DC-9-50, DC-9-80 and Boeing 727-200 aircraft operated 
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ITEM 1. BUSINESS (continued) 

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 

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. 

operation and restrictions on types of aircraft. The Orange - 

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 facilitiw and the U . S .  Postal Service, which 

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. 

' . . regulates transportation of mail through Republic's system and 

EMPLOYEES AND LABOR RELATIONS 

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

Management 

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: 

Employee Unit 

Amendable Date of 
Collective Bargaining 

Agreement 

Flight Attendants . . . . . . . . . . . . .  1/1-/84 
Pilots. . . . . . . . . . . . . . . . . . .  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. 
would materially affect Republic. 

Any work stoppage 
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ITEM 1. BUSINESS (continued) 

c 

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. 
satisfactory resolution of these negotiations is 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. 

The 

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. 

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. 
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. 

The principal coverages include public 

Item 2. PROPERTIES 

FLIGHT EQUIPMENT 

Republic has a fleet of intermediate-sized jet aircraft, 
appropriate to both its regional markets and i ts  longer haul routes. 
This fleet allows Republic to allocate its aircraft.among its various 
routes according to traffic demand. 
non-stop service in the coast-to-coast markets where larger capacity 
aircraft are generally utilized. 
information, as of December 31, 1983, regarding the flight equipment 
operated by the Company in scheduled service: 

The Company does not provide 

The following table sets forth 

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-9-80........ 145 2 6 1 7 
Boeing 727-200......... 145 4k 
Convair 5 8 0 . . . . . . . . .  ... 48 29 15 

Douglas DC-9-50........ 124 5% 16. 12 28 

15 c 15 - 15 
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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. 
lease obligations, see Note E to the Financial Statements, incor- 
porated herein by reference, found on page 19 of the.accompanying 
Annual Report to S tockho.lders. 

For information concerning the Company's 

-4 

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 internally 
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 operations. 
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Item 3. 

c 

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 

Carr, Hal N., 62 

Hulse, Frank W., 71 

Sweet, Bernard, 60 

May, Daniel F., 54 

Wolf, Stephen M., 42 

Atwood, Dorman W., 62 

Hubertus, Kenneth L., 55 

Karnas, George J., 54 

Maxson, A. L., 48 

Barkhausen, Henry W., 36 
L. 

Bordi, John F., 48 

Courtenay, J. Kenneth, 56 

Title 

Chairman of the Board 

Vice Chairman of the Board 

Vice Chairman of the Board 

President and Chief Executive 

* -  
* _  

Officer 

Executive Vice President 

Senior Vice President- 
Maintenance and Engineering 

Senior Vice President- 
Customer Service 

Senior Vice President- 
Inflight Service 

Senior Vice President-Finance 

Vice President and Treasurer 

Vice President-Computer and 
Communications Service' 

Vice President-Regulatory and 
Community Affairs 

. Officer Since 

1947 

1943 

1950 

1962 

1984 

' 1979 

1979 

1973 

1966 

1984 

1982 

1961 
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EXECUTIVE OFFICERS OF THE REGISTRANT (continued) 

Name and Age Tit le 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 President-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 sene until the 
Board of Directors meeting following the annual meeting of stockholders or 
until their successors are elected. 

1 

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 I1 

Item 5 .  

- 
Item 6 .  

Item 7 .  

Item 8 .  

Item 9. 

Item 10. - 

I 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. 

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. 

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. 

FINANCIAL STATEMENTS AND SUPPLEMENTARY DATA 

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

Quarterly Summaries of Operations appearing on page 21 of the 
accompanying Annual Report t o  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. 

DISAGREEFEN'S ON ACCOUNTING AND FINANCIAL DISCLOSURES 

Not applicable. 

PART I11 

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.  
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Item 11. 

Item 12. 

Item 13. 

Item 14. 

(a) 

EXECUTIVE COMPENSATION 

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. 

SECURITY OWNERSHIP OF CERTAIN BENEFICIAL 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 

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-R 

1. Financial Statements 

Consolidated balance sheets at December 31, 
1983 and 1982 

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

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

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

Notes to financial statements 

2. Financial Statement Schedules 

Auditors' Report 

Schedules: 

Schedule V - Property and Equipment 
Years ended December 31, 1983, 1982 
and 1981 

Annual Report 
to Stockholders 
Page Reference 

12 and 13 

14 

15 

16 

17-20 

h 

Form 10-K 
Page Reference 

F- 1 

F-2, F-3 
and F-4 
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*- 

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 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. 

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

4.1 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. 

4.2 Amendment8 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. 

4.3 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. 
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Item 14. EXHIBITS, FINANCIAL STATEMENT SCHEDULES AND REPORTS ON FORM 8-K 
(continued) 

3.  Exhibits (continued) 

4 . 4  Letter waiver to the Company's Revolving Credit 
Agreement dated January 10, 1984. , 

4.5 Letter consent to the Company's Revolving Credit 
Agreement dated February 3,  1984. 

4 . 6  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. 

10.1 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. 

10 .2  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. 

10 .3  Option Agreement between Daniel F. May and 
Republic Airlines, Inc. dated September 1,  1983. 

11 Computations of loss per co-on share f o r  the 
. years ended December 31,  1983, 1982 and 1981. 

13 Annual Report to Stockholders. 

22 Subsidiaries of the registrant. 

24 Consent of experts. 

25 Power of attorney. 

28 Proxy Statement for the 1984 Annual Meeting of 
Stockholders. 

Reports OA Form 8-K 

No report on Form 8-K was filed during the fourth quarter of 
1983. 
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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 / 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. 

HALN. CARR* /s /  Michael I). Meyer 
Hal N. Carr Michael D. Meyer 
Chairman of the Board Vice President and Controller 
March 22, 1984 (Principal Accounting Officer) 

March 22, 1984 

h 

BERNARD SWEET* CECIL A. BEASLEY, JR.* 
Bernard Sweet Cecil A. Beasley, Jr. 
Vice Chairman of the Board 
March 22, 1984 

Director 
March 22, 1984 

FRANK W. HULSE* 
Frank W. Hulse 
Vice Chairman of the Board 
March 22, 1984 

/s /  A. L. Maxson 
A. L. Maxson 
Senior Vice President-Finance 
(Principal Financial Officer) 
March 22, 1984 

ERIC BRAMLEX* 
Eric Bramley 
Director 
March 22, 1984 

D. F. DeCOURSIN* 
D. F. DeCoursin 
Director 
March 22, 1984 
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DAVID H. HUGHES* 
David H. Hughes 
Director  
March 22, 1984 

ALTON F. IRBY,  JR.* 
Alton F. I rby,  Jr. 
Di rec to r  
March 22, 1984 

G. GUNBY JORDAN* 
G. Gunby Jordan 
Direct o r  
March 22, 1984 

JOHN M. LAWRENCE, 111" 
John M. Lawrence, I11 
Di rec to r  
March 22, 1984 

WILLIAM R. LUMMIS* 
W i l l i a m  R. Lummis 
D i rec to r  
March 22, 1984 

MORTON B. PHILLIPS* 
Morton B. P h i l l i p s  
Director  
March 22, 1984 

WILLIAM E. RANKIN* 
W i l l i a m  E. Rankin 
Di rec to r  
March 22, 1984 

HENRY M. ROSS* 
Henry M. Ross 
Direct o r  
March 22, 1984 

RICHARD A. TRIPPEER, JR.* 
Richard A. Trippeer ,  Jr. 
Di rec to r  
March 22, 1984 

WM. BEX WHITE, JR.* 
Wm. Bew White, Jr. 
Di rec to r  
March 22, 1984 

KENNETH B. WILLETT* 
Kenneth B. Willett 
Di rec to r  
March 22, 1984 

FRANK M. YOUNG III* 
Frank M. Young I11 
Di rec to r  
March 22, 1984 

G. FRANK PURVIS, JR.* 
G. Frank Purvis,  Jr. 
Di rec to r  
March 22, 1984 

*BY / s /  D a n i e l  F. May 
Danie1.F. May, Attorney-In-Fact Date: March 22, 1984 
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AUDITORS ' REPORT 

c 

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. 
accepted auditing standards and accordingly included such tests of the 
accounting records and such other auditing procedures as we considered 
necessary in the circumstances. 

Our examinations were made in accordance with generally 

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. 
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. 

. 

The consolidated financial statements do not include any 

In our opinion, subject to the effects on the 1983 consolidated financial 
statements of such adjustments, if any, as mighg have been required had the 
outcome of the uncertainties referred to in the precedlng 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 6 Company 

Minneapolis, Minnesota 
February 3, 1984 

F-1 



U Q  a 0  
rl 

ala b 
V C a J  c a n  m 

r ( W  
m o  

E9 

al 

5 k 

E 

4 
0 u 

4 

w 

3 
rl 
0 
U 

n 
C 

' 4  
0 
U 

4 

U 

3 
rl 
0 
U 

b 
0 

ru 

n e 
v 

U 

0 
U 

m 

U 
m 
m 

e 
rl 

5 
0 c a 

u z 
H 

m c u  o m  d o  
Y O  
d 
a u  
2 "  

I- 
N 
\o 

m 
0 

\o 
h 
vt 

'0, E 
J 
cp 
3 
al w 
p?, 

m rl 
U 
\o 

m 
a 

4 

E 

rl 
0 u 
4 

.. 
U 

i% 
rl 
7 
U al 

U 

ii a 
d 
7 rr 
aJ 

a a a 
0 
al 
d 

rl 
m 
U 
rl 
a m 
V 

b 
al 
5 
C 
3 

C 
0 
4 
U 
m 
0 
4 cu 
rl 

bo 
0 
4 
U 

a 

e 
C 

4 
0 
U 

3 

n h  h 
U 

v v  e a  w 

F-2 



Fl 
00 

N m 
m 

s 
al 

5 cr 
c 
d 
0 
U 

4 

w 
c 
d 
0 u 
5 

n 
C 

d 
0 ' u  

4 

u 
C 

d 
0 
U 

0 
U 

l-4 
0 

ru 

h 

.. 
2 "I v t I  E: 

4 
0 
0 

U 
a 
0 .  
U 
U 
m 

I 
nn 
4 m  
w w  

a a n  
M U  al 
e U P  
6 3 4  s a  k 
v a l u  

a m  
l-4- al 
0 1 -  

0 6  
5 2  

nn h 
I 

v). "81 vt 

m 
g 
rl 
U 
rl 
71 
U 
4 
al 

5 
c 
rl 

N cv 
00 
yz 

vt 

.) 

d N 
a 
Q\ 
4 

n 
4 
Fln 

m 
b U  a l c  D m  

u o  
als 

a c  
air( a- 
C 
9) 

l-4 
m 
PI 
w 

E 3  
n u  

5 
f 
0 

m 
rl 

U 
rl 

U 
al 
Ll 
rl 

0 
m 

rl 

U 
01 

m 
rE 

a 
0) 
U 
m 
d .  

m 

m 

m c u  
o m  
- 4 0  
u v  
rl 
a u  
a m  e 

hl co 
U 
m 

m 
00 * I *I I 

Fl 
cv 
ac, 
n 

N 
m 

.. 
U 
C 
9) z 

c 

o m  0 a6 
al C '  
aal 0 a 

U 
4 m 
0 a d  
a l a  a u  

0 
a i 3  
V 

4 

u . 4  

4 
C 

rl 
0 
U 

4 
6 
d 
w 
d 

m 
m 
d u 

m 

n n 
m 

W * w  
d l-4 cr 0 

F-3 



Er 
C 

rl 
0 
U 

a h 
0 
u.l 

C 

4 
0 
O 

a 
n e 

I u l  
In 
m 
h 

v 
U 

0 
V 

m 

I 

vt 

m 
In m 
h 
vt 

. U 
Q 

.rl 
U 
rl 
a a 
4 

a 
hl 
VI 

m 
U 

.I 

e - .  

CI 
c 
rl 
0 
U 

C 
rl 

d 
00 
QI 
d 

m 
rl 

U 
rl 

U 
al 
h 
rl 
a u 
O 
co 
m 
rl 

0 
2 
m 

m 
r- 
d 
vz 

m i  
00 
h 

U 
.) 

d 

m 
\o m 
h 
00 
d 
vz 

.) 

4 
h 
d 
m 

m 
el 

0 

d 
.I 

4 
0 
00 4 .  

a l c  
h 0  

rl 
Qlu 

4 
C W  
a l r l  

a 
I d  

O 

u u  
d a l  
m u ,  
o w  a 4  al 
54) 

U 
u 4  c r l  
a l M  
E a  a0 
r l h  a a  u a  
W Q  

5 :  

c m  
3 m  

m 

.. 
U 

ti 
E 
rl 

u 
Q) 

5 
C a 
sr 
U 
h a a 
0 
M a 

a 
OD al 
m 
(0 
al 
rl 

rl 
a 
U 
rl a 
0 u u  

m 
O h  
O a l  

U u c  
4 3  

c 
0 

C 
0 
rl 
U 
a 
0 
rl 
W 
rl 

0 
4 
V 

m 
m U 

C a 
0 .  
M 
El 

h 

W 
e 

F-4 



bo 
0 
h 

00 
00 
N 
vt 

., 

n 
4 
W 

In 
hl 
% 
In 
vt 

U 
6, 

o', 
N 
vt 

d 
I- 
d 
n 
6, 
VI 
ut 

00 
u-3 
Q) 
n 
U a 

n e 
00 
hl 
00 
n 

4 

W 

6, 
a0 
OI 
n 

d 

U 
0 
hl 
n 

9 4  

d 

VI 
00 

m 

d 

n 

Y 
C 
al 

.rl 

w 
Q 

Q c 
(d 

h u 
& 
aJ a 
0 
& a 
a 
I= 
0 
Id u 

% 
a 

a 

V 
b D  

m 
In 
m 
ut 

? 
r& 

$ 
rl 
0 
U 

w 
E 
6 
3 
rl 
0 
U 

m 
In 
U 
n 
l-. 
v). 

m 
00 m 
n 
U 
ut 

I I  

vt 

1 

vz 

I- 
N 
m 
n 
U 
ut 

a0 m 
bo 
n 

V 
In 
ut 

m 
6, 
In 
n 

bo 
I- 
d 
ut 

U 

5 
E 
rl 

CT 
Q) 

U 

rl 
rl 
Ezl 

a 

CM 

n 

f 
rl 
0 
U 

bo 
\o 
In 

bo 
Q) 
0 
.) 

d 
d 

v\ 
6, 
N 
n 

m 
U 

Y z 
k 
rl 
a 
CT 
Q 

Q 

h 
Y 
& 
Q) a 
0 
& a 
Q 
C 
0 
& cl 
a 

UJ 
U 
C 
1 
0 
V 
V 
a 
& 
al 
M 
Q 
8 
rl 

rl 
m 
& 
Q 

M 
5 

m l  

In 
I- 

0 
r- 
v). 

2 
U 
hl 
h 

In 
bo vz 

.I 

U 
0 
6, 
n 

bo 
e4 
N 
ut 

Y c 
Q 

rl 

CT 
9) 

U 

k 
a 

."M 
rl 
rl 
Er( 

o\ 
d 
h 
n 
0 
03 
hl 
ut 

& 
Q) 

0 
n 
0 
Y 
W 

2 

d 
& 
w 

h 

w 
0 

& 
Q) u 

m 
& 
E 

z 
4 
C 

4 
0 u 

4 

n 
4 
v 

F- 5 



888 ' 61 Z$ 

562 * € 9  

E65'9LI $ 

\o 
I 

Irr 
u o y a e z ~ a i o m ~  PUB z1r*zz$ 9LO' I9$ 916 081 $ 

u o ~ i e p a l d a p  pawqnun-338 ' p l O J ,  
- $  

902 ' 2 - LEZ'OI 992 SE wamdfnba put3 Axtadold punoi=) 

3NI ' SPNI'IIIV 311Bnd38 



z s 

I 
al 
X 
9) 

a m  

a 

url 
a 
P) 

0 d 
V z ., r r : Y  

h 
N 

@ m  a -  
a Q I m  
U @ U  

* @ 

h 

C 7 1  
co a m 

us00 - 
u u  
o c  

a-cv I- 

m o a  r- 
o c @  $1 

* 
Y 

& 
m c 

W 

a 
rl H 
0 
V 

m 
ul m @  

O D -  
- I D  - u  

(It 
d 

rl 
rl 
0 
& 
h a a 

O D U  \ o m  m m  
1 . .  

0 0  c v c v  
( I t *  

C 
0 
l4 
U 
m 
E 
L, 
0 u 
E 
l4 

0)  

5 
w 
0 

C 
0 
.d 
a 
OD 
rl 
E 
0 
3 a 
al 
h 
rl s 
U 
P) 
b 

.o 
U 

U 
E 
4 . .  
u 
l4 
yc 
u 
a a 
a 
U 
C 
1 
0 
d 
C 
rl 

U 
C 
al 

al 
b a 
U 
0 
C 

b 
0 

m 

$ 
2 

5 
b al 

rl 
9) 

U 

a 
5: a 
N 

I 
01 
U 
H 

.. 
w 
b 
0 
X 

F- 7 



(ANNUAL REPORT OMITTED) 



REPUBLIC AIRLINES, INC. 
7500 Airline Drive 

Minneapolis, Minnesota 55450 
L4 

NOTEE OF ANNUAL MEETING OF STOCKHOLDERS 
r 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: 

? 

c 

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. 

r 

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 ofices 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 

1 

T 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. 3 

w Amount Owned BenefKially Percent of 
Name and Address or of Record Class 

Republic Airlines, Inc. Restated 

7500 Airline Drive 7 

Minneapolis, MN 55450 1,944,223 6.3 

d 

Employee Stock Ownership Plan (1) 

.A 
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. 
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. lnc. Deferred Salary Investment Plan. Does not include 162,889 shares held by the Republic Airlines, 
Inc. Restated Employee Stock Ownership Plan. 

? 

. 

.I 

2 
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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: 

Name and Age of 
Nominee 

Cecil A. Beasley, Jr. (71) 
Eric Bramley** (67) 

Hal N .  Cam* (62) 

G. F. DeCoursin* (70) 

David H. Hughes (40) 

Frank W. HuIse* (71) 

Alton F. Irby, Jr. (71) 

G. Gunby Jordan (68) 

John M. Lawrence Ill (62) 

William R. Lummis (55)  

Daniel F. May* (54) 

Shares 
Benefxially 

Director Owned as of 
Principal Occupation and Directorships Since March 8, 1984 (1) 

Partner-Ballard and Beasley (attorneys). 

Retired Editor, Aviation Daily (aviation industry 
news service). 

Chairman of the Board of the Company. Mr. 
Carr is a director of Dahlberg Electronics, Inc., 
First National Bank of Bryan, Texas, Ross 
Industries. Inc., Westland Capital Corporation, 
and Cayman Water Co. 

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

President and director of Hughes Supply, Inc. 
(manufacturer and distributor of electrical and 
plumbing supplies). Mr. Hughes is a director 
of Sun Banks. Inc. 

Vice Chairman of the Board of the Company. 
Mr. Hulse is a director of Fuqua Industries, 
Inc. and American Fidelity Life Insurance 
Company. 

Chairman of the Board, Fred S. James & 
Company of Georgia, Inc. (insurance agents, 
counselors). 

Retired Chairman of the Board, The Jordan 
Company (construction). Mr. Jordan is a 
director of Columbus Bank and Trust 
Bancshares. Inc. 

Partner-Lawrence, Thornton. Payne, Watson, 
& KIing (attorneys). Mr. Lawrence is a director 
of First Bank & Trust of Bryan, Texas and 
Brazos Broadcasting Company. 

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

President and Chief Executive Officer of the 
Company. Mr. May is a director of Metro- 
politan State Bank of Bloomington, Minnesota 
and Rexnord, Inc. 

1979 
1976 

1952 

1944 

1983 

1979 

1979 

1979 

1975 

1980 

I980 

102,762 
1 ,OOo 

172,724(2) 

19,990 

1,200 

359,060(3) 

101.089 

108,3 12(3)(6) 

Percent 
of 

Class 

0.34 
- 

0.56 

0.07 

- 

1.17 

0.33 

0.35 

2,200 0.01 

-(4) - 

78,748(2)(6) 0.26 

3 



Name and Age of 
Nominee 

Morton B. Phillips (65) 

G. Frank Purvis, Jr.** (69) 

William E. Rankin (62) 

Henry M. Ross** (56) 

Bernard Sweet* (60) 

Richard A. Trippeer, Jr. (44) 

Wm. Bew White, Jr.* (64) 

Kenneth B. Willett* (82) 

Stephen M. Wolf (42) 
Frank M. Young 111 (42) 

Principal Occupation and Directorships 

Chairman of the Board, Westland Capital 
Corporation (business investments). 
Chairman of the Board and Chief Executive 
Officer, Pan American Life Insurance Com- 
pany. Mr. Purvis is a director of Bell South 
Corporation and First Commerce Corporation. 
Vice Chairman of the Board of Summa Cor- 
poration (real estate investments, aviation, hotels 
and recreation). 
President, Ross Industries, Inc. (machinery 
manufacturer). Mr. Ross is a director of 
Fauquier National Bank of Warrenton, Virginia 
and Greater Washington Investors, Inc. 
Vice Chairman of the Board of the Company. 
Mr. Sweet is a director of G & K Services, Inc. 
and S. E. Rykoff & Co. 
President and director of Union Planters Na- 
tional Bank of Memphis. Mr. Trippeer is a 
director of Union Planters Corporation. 
Partner-Bradley, Arant, Rose & White 
(attorneys). Mr. White is a director of Avondale 
Mills. 
Chairman of the Board. First Financial Savings 
and Loan Assn. of Stevens Point, Wisconsin. 
Executive Vice President of the Company. 
Partner-North Haskell Slaughter Young & 
Lewis (attorneys). 

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

Director 
Since 

1966 

1979 

I980 

1975 

1%9 

1979 

1979 

1954 

- 
1979 

Shares 
Beneficially Percent 
owned as of of F 

March 8, 1984 (1) Class : 

4,345(3) 0.01 

18,480(3) 0.06 

. 
A i  

4 

r 1 ,000 - 

i 

i 
45,665 0.15 

39,500 0.13 

r 35,000 0.11 

i - - 
8 1.707(5) 0.27 

i 
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 t 

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 

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 1.17 1,734 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. D o e s  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 

power with respect to 30,185 shares and shared power with respect to 51,522 shares. I 

¶ 
1 

and 1,260 by Mrs. Purvis. i 

? 

to acquire beneficial ownership. i 

4 
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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 

F President, Chief Operating Officer and a director of Continental Airlines Corporation, (which filed for Chapter 
P 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 
p 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 
i 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. 

r 
ii 

’* 

h 

COMMITTEES OF THE BOARD OF DIRECTORS 

The Company’s Audit Committee, consisting of Messrs. Bramley , hrvis  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 c”.r 

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. 

r 5 
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Cash Compensation Table I 

Name of Individual or Identity of Group and 
Capacity in which Compensation Received 

Cash r;. 
Compensation (a) 

1 Hal N. Carr, Chairman of the Board.. .................................. $ 255,480 
Bernard Sweet, Vice Chairman of the Board ............................. 200,684 
Daniel F. May, President and Chief Executive Officer and Director.. . . . . . . . .  201,224 (b) A 

Gramer D. Foster, Vice President-Flight Operations 109,722 1 
A. L. Maxson, Senior Vice President-Finance ............................ 99,948 

2,9 12,535 

....................... 

All executive officers as a group (included 
.................................... f 18 persons at December 31, 1983) 

(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. lncludes 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 $49.3 14 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. 

r 
i 

7 
i 

Profit-Sharing Plan. The Company has a profit-sharing plan for the years ending December 3 1 , 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, r 
excluding sales of flight equipment, tax benefits, and certain other items, for each such year. No amounts 4 
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 $l00,OOO 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 1- 
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,OOd 
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 

r 
I- 
I 
I d  
1 

- 
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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 
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 
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. 

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, to 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 
Compensation 

s 5o.Ooo 
8o.OOo 

110,Ooo 
180,Ooo 
270.000 

Estimated Annual 
Retirement Benefits (a) 

15 Years 25 Years 

$15,360 $25.595 
26,160 43,595 
36,957 6 1,595 
62, I57 90,Ooo 
90,Ooo 90,Ooo 

P- ~ (a) Benefits are limited by the Tax Equity and Fiscal Responsibility Act of 1982 to the greater of $90,Ooo or the benefit accrued 
lo 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. 
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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 3 1, 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. Wolfs 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 
111, 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 
$1,8OO,OOO 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 $lOO,OOO 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 I aroceeds from the sale of the Company’s Common Stock under theplan will be used for general corporate 

An employee receiving an incentive stock option under the Plan will have no federal income tax conse- I 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 

P 

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 111 (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 exerctse 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 Jess 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 plan 
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 147,4 14 shares, including 
115,OOO shares by Mr. Can 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 

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 

Py the Committee but shall not be less than the fair market value of Common Stock, as determined by the 

(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. 

,mmittee, on the date of grant of such stock option. 
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(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 $lOO,OOO 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 $lOO,OOO 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 Grunt. 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 Puyment. 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 reimburse 
the Company for any statutory profit which might be held to result from such satisfaction. 

v)  Related Incentive Stock @don. 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 to 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 
r 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. 

A- 3 



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. 

T 1 

-1. 

7 
-z I 

T 

I 
I 

3 
A- 4 I 



*. 

SECURITIES ANQ EXCHANGE COMMISSION 
Washington, D. C. 20549 
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PART I 

Item 1. BUSINESS 

GENERAL 

il 

c 

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. 
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. 

Republic was 

AIRLINE INDUSTRY 

Since the passage of the Airline Deregulation Act of 1978 (the 
"Deregulation Act") , the airline industry has been characterized by 
intense competition. 
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. 
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. 
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. 
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. 

Major routes with high density traffic now 

Routes with low or 

Airlines have used discount fares and promotions as 

Efforts to improve 

ROUTE SYSTPI 

Republic's route system is based upon a "hub and spoke" 
configuration that utilizes the regional route systems.historical'ly 
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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ITM 1. BPSINESS (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. 
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. 
length of flight segment of 719 miles. 

Management does not 

During 1982, the Company added 36 new routes having an average 

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 
nlnety days' notice t o  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. 

the "essential" air transportation requirement. 
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. 
includes ground support and computerized reservations services, may 
continue to provide feeder traffic to Republic. 

Y serving markets with l o w  density traffic, but continues service under 
The Company has 

c"- 

This program, which 
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ITEM 1. BUSINESS (continued) 

c 

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% of 
total revenues f o r  the year ended December 31, 1982, compared with 
approximately 0.4% 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. 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 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. 
longer haul markets to supplement its regional systems. 

This percentage may increase as Republic expands into 

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. In 
1982, the Company received approximately $18.7 million in public 
service revenues. 
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I T P :  1. BUSINESS (continued) 

h 

A s u b s t a n t i a l  p o r t i o n  of t h e  p u b l i c  service revenue program 
und.er which t h e  Company rece ived  funding expi red  on October 1, 1982. 
However, Congress approved an amount of approximately $13.5 m i l l i o n  
t o  extend t h e  programs f o r  one y e a r  t o  18 a i r p o r t s  where t h e  Company 
provides  s e r v i c e  as w e l l  a s  t o  c e r t a i n  a i r p o r t s  served by o t h e r  
a i r l i n e s .  
i n  e f f e c t  as of  J u l y  1, 1982 f o r  such services, b u t  would be s u b j e c t  
t o  downward adjustment t o  t h e  e x t e n t  necessary  t o  meet the $13.5 
m i l l i o n  c e i l i n g .  The Company a n t i c i p a t e s  t h a t  amounts payable  t o  i t  
under such an  arrangement, wh i l e  less than  i t  c u r r e n t l y  receives, 
w i l l  neve r the l e s s  be  s u f f i c i e n t  t o  warran t  i t s  cont inuing  a i r  s e r v i c e  
a t  t h e  18 e l i g i b l e  a i r p o r t s  through September 30, 1983. No f u r t h e r  
funding of t h i s  program i s  expected a f t e r  f i s c a l  1983. The extent t o  
which such s e r v i c e s  would be continued t h e r e a f t e r  wi thout  Federa l  
funding cannot be  determined a t  t h i s  t i m e .  

Such payments would be made pursuant  t o  rates which were 

As of January 1, 1983, payment of p u b l i c  service revenues t o  t h e  
Company a t  any subs idy-e l ig ib le  a i r p o r t s  a l s o  w i l l  b e  s u b j e c t  t o  
te rmina t ion  under another  p rov i s ion  of t h e  Deregulat ion A c t  which 
permi ts  t h e  CAB t o  te rmina te  e l i g i b i l i t y  f o r  such payments a t  an 
a i r p o r t  where another  a i r l i n e  h a s  demonstrated i t s  a b i l i t y  t o  provide 
s u b s t a n t i a l l y  b e t t e r  s e r v i c e  a t  s u b s t a n t i a l l y  lower c o s t  t o  t h e  
government. 

During 1982, t h e  Company purchased approximately 91% of i t s  
t o t a l  a v i a t i o n  f u e l  requirements  under c o n t r a c t s  w i t h  15 f u e l  
supp l i e r s .  The balance w a s  purchased a t  r e t a i l  as needed o r  i n  the 

spot" market where p r i c e s  may va ry  above o r  below c o n t r a c t  l e v e l s .  
The Company's f u e l  supply c o n t r a c t s  gene ra l ly  have one-year terms and 
permit t h e  s u p p l i e r  t o  inc rease  o r  decrease  t h e  p r i c e  depending on 
market condi t ions .  
t o  t e rmina te  upon n o t i c e  if i t  f i n d s  a p r i c e  inc rease  t o  be unaccept- 
ab le .  The p r i n c i p a l  purpose of e n t e r i n g  i n t o  such c o n t r a c t s  i s  t o  
a s su re  sources  of supply. Suppl ies  of petroleum products ,  i nc lud ing  
a v i a t i o n  f u e l ,  are c u r r e n t l y  adequate  and,  absent  a d i s r u p t i o n  i n  t h e  
flow of petroleum s u p p l i e s ,  management expec ts  t h e r e  t o  be an  
adequate  supply of a v i a t i o n  f u e l  i n  t h e  immediate f u t u r e .  

' 11 

Such c o n t r a c t s  a l s o  t y p i c a l l y  permit  t h e  Company 

The c o s t  of f u e l  has  become a s u b s t a n t i a l  p o r t i o n  of t h e  
Company's ope ra t ing  cos t s .  
Republic f o r  a v i a t i o n  f u e l  increased  from 4 0 . 3 ~  i n  1978 t o  5 8 . 1 ~  i n  
1979, t o  89.66 i n  1980, t o  $1.036 i n  1981 and decreased t o  $.975 i n  
1982, due t o  t h e  increased  supply of a v i a t i o n  f u e l .  Changes i n  
demznd f o r  o t h e r  petroleum products ,  i nc lud ing  gaso l ine ,  petro-  
chemicals and hone hea t ing  o i l ,  as w e l l  as t h e  adequacy of r e f i n i n g  
capac i ty  and o t h e r  supply c o n s t r a i n t s ,  a f f e c t  t he  p r i c e  and avail- 
a b i l i t y  of a v i a t i o n  f u e l  gene ra l ly .  

The average p r i c e  per  g a l l o n  paid by 

6 



ITEM 1. BUSINESS (continued) 

h 

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. 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. 
such regulation with respect to domestic services is generally as 
follows: Entry: 
without prior CAB approval. 
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 inkunity 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 

The status of 

The Company may begin service in any city pair 
- Exit: In general the Company may 

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 travelle'd 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. 
out as.the air traffic control system returns to pre-strike levels. 

The slot allocation system is gradually being phased 
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ITEN 1. BUSZSESS (continued) 

h 

Environmental Regulations. The FAA is empowered to promulgate 
regulations covering aircraft noise. Current noise abatement 
regulations require that most aircraft currently operating (includfng 
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. 
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. 

Regulations restricting the use of airports or 

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

WLOYEES AND LABOR RELATIONS 

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

Management 
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ITEM 1. BUSINESS (continued) 

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: 

EmDlovee Unit 

Amendable Date of 
Collective Bargaining 

Agreement 

Mechanics and Related Personnel (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. . . . . . . . . . . . . . . . . . .  1/1/84 
Flight Attendants . . . . . . . . . . . . .  1/1/84 

(1) At this time, the Company and the IAM are in mediation, 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. 
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. 

The principal coverages include public 

Item 2. 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: 
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Item 2. DESCRIPTION OF PROPERTY (continued) 

Type of 
Idrcraf t 

Passenger Average Number of Aircraft 
Capa c it y 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 - 
Ecuglas DC-9-80.. ...... 145 1 5 1 6 8 
Boeing 727-200......... 145 3 15 - 15 - .......... - 16 - Convair 580.. 48 28 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. 
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 information concerning the Company's 

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 requiremepts. 

A l l  aircraft operated by Republic are maintained in accordance 
with procedures approved by the FAA. 
tories of spare engines, spare parts, accessories and other mainte- 
nance supplies sufficient to meet it5 operating requirements. 

The Company maintains inven- 

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 
naintenance 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 comnitted to airport facility expansion programs 

These new improvements 
i n  Detroit, Houston, Los Angeles, Milwaukee, New York, Phoenix and 
Tucson with an estimated cost of $10 million. 
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. 
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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 

Carr, Hal N., 61 

Title 

Chairman of the Board 

Officer Since 

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 

Altman, Edwin N., 64 Senior Vice President-Operations 1970 

Atwood, Dorman W., 61 Senior Vice President- 
Maintenance and Engineering ' 

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

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

1979 

1979 

1973 

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- 
Flight Operations 

1965 
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PART I1 

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 ANALPSIS 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 9 .  DISAGREEMENTS ON ACCOUNTING AND FINANCIAL DISCLOSURES 

Not applicable. 

PART I11 

Item 10. DIRECTORS ANTI 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. 
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Item 11. MAKAGEMENT REMUKERATIOX AND TRANSACTIONS 

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. 

Item 12. SECGRITY OWNERSHIP OF CERTAIN BENEFICIAL OWNERS AND MANAGEMENT rcI 

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 

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

Annual Report 
to Stockholders 

(a) 1 .  Financial Statements Page Reference 

Y 

Consolidated balance sheets at December 31,  
1982 and 1981 

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

12 and 13 

14 

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

Consolidated statements of changes in stockholders' 
equity for the years ended December 31,  1982, 1981 
and 1980 

Notes to financial statements 

2.  Financial Statement Schedules 

Auditors' Report 

Schedules: 

Schedule V - Property and Equipment 
Years ended December 31,  1982, 1981 
and 1980 

16 

17-21 

Form 10-K 
Page Reference 

F-l' 

F-2, F-3 
and F-4 
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EXECUTIVE OFFICERS OF THE PEGISTRAIT (continued) 

Kame and Age Title 

Bordi, John F., 47 

Officer Since 

Vice President-Computer and 
Communications Service 1982 

Courtenzy, J. Kenneth, 55 Vice President-Regulatory and 1961 - 
Couaunity 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, Graner 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 

Oakes, 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 emplopent responsibilities for the past five years except for 
Edward A. Dingivan and Robert G. Rubens. Mr. Dingivan was Vice President of 
National Air Csrriers 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. 
are elected to serve until the Board of Directors meeting following the annual 
meeting of stockholders or until their successors are elected. 

Officers 

Additional information for those executive officers who are a l s o  directors, 
c4 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 STATEMEhT 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, 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 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. 

3.2 Bylaws of Republic Airlines, Inc. 

4.1 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. 

4.2 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. 

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

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

10.3 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. 
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Iten 13. FXHIBITS, FIh'AhCIAL STATEMENT SCHEDULES AND REPORTS ON FORM 8-K 
(continued) 

3 .  . Exhibits (continued) 

10.4  

10.5 

11 

13 

22 

24  

25 

28.1 

28 .2  

28 .3  

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

Consulting Agreement between Frank W. Hulse and 
Republic Airlines, Inc. dated July 2 8 ,  1978, 
incorporated herein by reference to Exhibit 6.1 to 
the Company's Registration Statement No. 2-62836. 

Computations of loss  per common share. 

Annual Report to Stockholders. 

Subsidiaries of the registrant. 

Consent of experts. 

Power of attorney. 

Proxy Statement for the 1983 Annual Meeting of 
Stockholders. 

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. 

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

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. 

h 
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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 

h on its behalf by the undersigned, thereunto duly authorized. 

REPUBLIC AIRLINES, TNC. 

BY - 

Daniel F; May 
President and Chief 4;cutive Officer 
(Principal Executive Officer and Director) 
March 29,  1983 

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, 1983 

Michael w D. 1-Q Meyer 12yL, W 

Vice President and Controller 
(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 
Vice Chairman of the Board 
March 29, 1983 

h 

A.  L. Maxson 
Senior Vice President-Finance 
(Principal Financial Officer) 
March 29, 1983 

* 
Eric Bramley 
Director 
March 29, 1983 

* 
D. F. DeCoursin 
Director 
March 29, 1983 
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* 
Alton F. I r b y ,  Jr. 
D i r e c t o r  
March 29, 1983 

* 
G. Gunby Jordan 
D i r e c t o r  
March 29, 1983 

* 
John M. Lawrence, 111 
D i r e c t o r  
March 29, 1983 

* 
W i l l i a m  R. Lummis 
D i r e c t o r  
March 29, 1983 

* 
Morton B. P h i l l i p s  
D i r e c t o r  
March 29, 1983 

* 
G. Frank Purv is ,  Jr. 
D i r e c t o r  
March 29, 1983 

* 
Joseph. E. Rapkin 
Direct o r  
March 29, 1983 

* 
Henry M. Ross 
D i r e c t o r  
March 29, 1983 

* 
Richard A .  Trippeer ,  Jr .  
D i r e c t o r  
March 29, 1983 

* 
Wm. Bew White, Jr. 
D i r e c t o r  
March 29, 1983 

* 
Kenneth E. Willett 
D i r e c t o r  
March 29, 1983 

* 
Frank M. Young I11 
D i r e c t o r  
March 29, 1983 

* 
W i l l i a m  E. Rankin 
D i r e c t o r  
March 29, 1983 

Daniel  F. May, Attorne -In-Fact (9 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 Airlines, 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 f o r  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 i n  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. In our opinion, such schedules present fairly the information 
required to be set forth therein. 

Alexander Grant & Company 

Minneapolis, Minnesota 
February 24, 1983 
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EXHIBIT 22 

h 

REPUBLIC AIRLINES, I N C .  

SUBSIDIARIES OF THE REGISTRANT 

Republic A i r l i n e s ,  Inc.  
Minneapolis,  Minnesota (A Wisconsin Corporation) 

Its Subs id i a r i e s :  

Republic A i r l i n e s  West, Inc.* 
San Franc isco ,  C a l i f o r n i a  (A Delaware Corporat ion)  

Republic Energy, Inc .  
Bryan, Texas (A Texas Corporat ion)  

Republic A i r l i n e s ,  Inc.  ( I n a c t i v e  Nameholder Corporat ion)  
Wilmington, Delaware (A Delaware Corporat ion)  

*Effec t ive  December 31, 1982, Republic A i r l i n e s  West, Inc.  adopted a 
p l a n  of d i s s o l u t i o n  whereby all of its assets and l i a b i l i t i e s  would 
t r a n s f e r  t o  Republic A i r l i n e s ,  Inc.  

h 
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EXHIBIT 24 

AUDITORS' CONSENT 

We hav issu d our rep rt 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). 

Alexander Grant & Company 

Minneapolis, Minnesota 
March 29, 1983 



UKDERTAKINGS 

EXHIBIT 28.3 

(a) The cndersigned registrant hereby undertakes: 
(1) To file, during any period in which offers o r  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; 

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; 

distribution not previously disclosed in the registration statement or any 
material change to such information in the registration statement; 

if the registration statement is on Form S-3 o r  Form 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. 

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. 

any of the securities being registered which remain unsold at the termination 
of the .offering. 

- 
(ii) To reflect in the prospectus any facts or events arising after 

(iii) To include any naterial information with respect to the plan of 

Provided, however, that paragraphs (a) (1) (i) and (a) (1) (ii) do not apply 

(2) That, for the purpose of determining any liability under the 

(3) To remove from registration by means of a post-effective amendment 

(b) The undersigned registrant hereby undertakes that, for purposes of deter- 
mining zny 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 initialbona 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 enployee. If the last fiscal year of the registrant has ended within 120 

for the preceding,fiscal year nay be so delivered, but within such 120 day 
period the annual report for the last fiscal year will be furnished to each 
such employee. 

. days prior to the use of the prospectus, the annual report of the registrant 



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 

h 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. 
report on Form 104, 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. 

If such report is filed as a part of the registrant's annual 

(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 indemnification 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, suit 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. 

h 



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- 
poration o r  organization) Identification No.) 

(I. R. S. Employer 

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: 

Title of each class 
Name of each exchange 
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 file such reports), and (2) has been subject to 
such filing requirements for the past 90 days. 

State the aggregate market value of the voting stock held by non-affiliates 
of the registrant. $88,261,000 as of March 11, 1982. 

- Yes - X No 

c 

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: 

Document 

(1) 1981 Annual Report to Stockholders 

(2) Definitive proxy statement dated 
March 22, 1982 f o r  the 1982 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 of Form 10-K Into Which 
.Incorporation By Reference 

I, I1 

I11 

- 2  - 



PART I 

Item 1. BTJSINESS 

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 Page 

About Republic. . . . . . . . . . . . . . . . . . . . .  * 
Building the system . . . . . . . . . . . . . . . . . .  6 
Building the fleet. . . . . . . . . . . . . . . . . . .  8 
Building the image. . . . . . . . . . . . . . . . . . .  10 
*Inside front cover 

Item 2 .  DESCRIPTIOB @F PROPERTY 

FLIGHT EQUIPMENT PROGRAM 

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. 

Aircraft S e at ing Number of Aircraft 
Type Capacity Owned Leased On Order 

DC-9-80 147 2 1 11 

DC-9-50 130 16 12 - 
DC-9-30 100 53 8 - 
DC-9-10 80 34 3 - 
CV-580 48 16 - - 
727-200 145 16 - - 
Additional information in notes E, F and G set forth in the 

Notes to Financial Statements on pages 19 and 20 of the accm- 
panying Annual Report to Stockholders is incorporated herein by 
reference. 
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Item 2 .  

Item 3 .  

Item 4. 

h 

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 

Building the system 
Note F - Leases 

Page 

6 
20 

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. 

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. 

Name and Address 

Republic Airlines, Inc. Employee 

7500 Airline Drive 
Minneapolis, MN 55450 

Stock Ownership Plan 

Republic Airlines, Inc. Pension Plan 
c/o Northwestern National Bank, 
Trust Department 

Minneapolis, MN 55402 

All officers and directors as a 
group (1) 

Amount Owned 
Beneficially Percent of 
or of Record Class 

2,586,749 11.72 

1,445,300 6.55 

1,501,654 6.81 

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. 
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PART I1 

Item 5 .  MARKET FOR THE REGISTRANT’S COMMON STOCK 
ANI) FSLATED SECURITY HOLDER MATTERS 

Item 6. 

Information required 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. 

SELECTED FINANCIAL DATA 

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

Item 7 .  MANAGEMENT’S DISCUSSION AETD 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 an pages 14 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 I11 

Item 9 .  DIRECTORS AND EXECUTIVE OFFICERS OF THE REGISTRANT 

(a) The directors of the Registrant are: 

Infomation 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. 
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Item 9. 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 

Carr, Hal N., 60 

Hulse, Frank W.*, 69 

Sweet, Bernard, 58 

May, Daniel F., 52 

Atwood, Dorman W., 60 

Hubertus, Kenneth L., 53 

Karnas, George J., 52 

Maxson, A. L.*, 46 

Moran, David E., 51 

Wallis, G. F., 59 

Courtenay, J. Kenneth*, 54 

Dingivan, Edward A., 62 

Dow, John P., 51 

Drechsler, William G . * ,  49 

Ettel, Joseph W., 35 

Foster, Gramer D., 54 

* Jackson, Earl D., 54 

Meyer , Michael D . , 37 
Oakes, William E.*, 48 

Title Officer Since 

Chairman of the Board 1947 

Vice Chairman of the Board 1943 

Vice Chairman of the Board 1950 

President and Chief Executive 1962 
Officer 

Senior Vice President- 1979 
Maintenance and Engineering 

Senior Vice President- 
Customer Service 

Senior Vice President- 
Inflight Service 

1979 

1973 

Senior Vice President-Finance 1968 

Senior Vice President-Marketing 1967 

Senior Vice President- 
Flight Operations 

1965 

Vice President-Route Development 1961 

Vice President-Federal Affairs 1980 

Vice President and Secretary 1959 

Vice President-Maintenance and 1976 
Engineering 

Vice President-Industrial Relations 1974 

Vice President-Flying 1980 

Vice President-Maintenance and 1980 
Engineering, Atlanta Region 

Vice President and Controller 1974 

Vice President-Marketing 1969 
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Item 9. DIRECTORS AND EXECUTIVE OFFICERS OF THE REGISTRANT (continued) 

Name and Age Tit le Officer Since 

Rubens, Robert G . ,  58 Staff Vice President 1982 

- Westberg, Charlotte G., 64 Staff Vice President 1962 

Mackinnon, W. Howard*, 4 3  Treasurer 1978 

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

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. 
President of National Air Carriers Association (a Charter Carrier 
Trade Association) for more than five gears 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. 

Mr. Dingivan was Vice 

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. 

Item 10. MANAGEMENT REMUNERATION AND TRANSACTIONS 

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. 

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

A 

(a) 1. Financial Statements 

Consolidated balance sheets at December 31, 
1981 and 1980 

Page Reference 

14 

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 
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Item 1 1 .  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 bp Rule 3-05(1) of Regulation S-X. 

(a) 3.  Exhibits 

Regulation S-K 
Eshibi t No. 

1 .  Computations of earnings per share for 
the years ended December 31, 1981, 1980 
and 1979. 

2. Subsidiaries of the Registrant 

3 .  1981 Annual Report to Stockholders 

4. Definitive proxy statement dated March 22, 1982. 

(b) Reports of Form 8-K 

11 

22 

13 

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

REPUBLIC AIRLINES, INC.  

/s/ Daniel F. May BY 
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. Bulse 
Vice Chairman of the Board 
March 29, 1982 

i s /  A. L. Maxson 
A. L. Maxson 
Senior Vice President-Finance 
(Principal Financial Officer) 
March 29, 1982 
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/s/ Michael D. Meyer 
Michael D. Meyer 
Vice Pres ident  and Concroller 
March 29, 1982 

* 
Cecil A. Beasley, Jr. 
Direc tor  
March 29, 1982 

* 
Eric Bramley 
Direc tor  
March 29, 1982 

* 
G. F. DeCoursin 
Direc tor  
March 29, 1982 

* 
Alton F. I rby ,  Jr. 
Direc tor  
March 29, 1982 

* 
G. Gunby Jordan 
Direct or  
March 29, 1982 

* 
rc John M. Lawrence, I11 

Direc tor  
March 29, 1982 
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* 
W i l l i a m  R. Lummis 
Direc tor  
March 29, 1982 

* 
Morton B. P h i l l i p s  
Di rec tor  
March 29, 1982 

* 
G. Frank Purvis ,  Jr. 
Direc tor  
March 29, 1982 

* 
W i l l i a m  E. Rankin 
Direct o r  
March 29, 1982 

* 
Joseph E. Rapkin 
Direc tor  
March 29, 1982 

* 
Henry M. Ross 
Direc tor  
March 29, 1982 

* 
Richard A. Trippeer ,  Jr. 
Direc tor  
March 29, 1982 
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* 
Wm. Bew White, Jr. 
Director 
March 29, 1982 

* 
Kenneth B. Willett 
Director 
March 29, 1982 

* 
Frank M. Young, I11 
Direct o r  
March 29, 1982 

*BY /s /  Daniel F. May 
Daniel F. May, Attorney-In-Fact Date: March 29, 1982 

h 
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AUDITORS ' REPORT 

Stockholders and Board of Directors 
Republic Airlines, Inc. 

rrr, 

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. 
auditing standards and accordingly included such tests of the accounting 
records and such other auditing procedures as we considered necessary in the 
circumstances. 

Our examinations were made in accordance with generally accepted 

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 eventuzlities 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, Tnc., 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 
ll(a12, 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) 

A 



(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 tha t  the Annual Meeting of Stockholders of Republic 
Airlines, Inc. will be held, pursuant to due call by the Board of Directors of 
t h e  Company, at the  Wausau  Club, 309 McClellan Street ,  Wausau,  
Wisconsin, on Wednesday, April 28, 1982, at 10:30 a.m., o r  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 

Pursuant to due action of the Board of Directors, stockholders of record 
on March 11, 1982 will  be en t i t l ed  to  vote at the meet ing  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. 

meeting. 

Irr. March 22, 1982 

By Order of the Board of Directors 
REPUBLIC AIRLINES, INC. 

John P. Dow 
Vice President and Secretary 



Proxy Statement 
of 

REPUBLIC AIRLINES, INC. 

Annual Meeting of Stockholders to be Held 

April 28, 1982 

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 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. 

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. 

Name and Address 
Republic Airlines, Inc. Employee 

Stock Ownership Plan 
7500 Airline Drive 
Minneapolis, MN 55450 

Republic Airlines, Inc. Pension Plan 
’I Northwestern National Bank, 
Trust Department 

Minneapolis, MN 55402 

A 

Amount Owned 
Beneficially Percent of 
or of Record Class 

2,586,749 11.72 

1,445,300 6.55 

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



c' * (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. 

ELECTION OF DIRECTORS 
Twenty (20) directors are to be elected a t  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: 

6 

Shares 
Beneficially Percent 

CD Name and Age of Principal Occupation and Director Owned as of of 
Nominee Directorships in Public Companies Since March 11, 1982 Class 

Beasley, Cecil A., Jr., 69 Partner - Ballard & Beasley, attor- 1979 102,762 0.47 
neys. 

tion industry news service). 
Bramley, Eric,** 65 Retired Editor, Aviation Daily (avia- 1976 1,000 - 

Carr, Hal N.,* 60 Chairman of the Board of the Company. 1952 219,492( 1) 0.99 
Mr. Carr is a director of Dahlberg 
Electronics, Inc. 

Inc. (commercial graphic arts). 

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

Mr. Irby is a director of Southeastern 
Capital Corporation. 

DeCoursin, G. F.,* 68 Chairman of the Board, April Graphics, 1944 50,000 0.23 

Hulse, Frank W.,* 69 Vice Chairman of the Board of the 1979 359,060(2) 1.63 

Irby, Alton F., Jr., 69 Insurance Consultant and Investments. 1979 101,089 0.46 

Jordan, G. Gunby, 66 Chairman of the Board, The Jordan 1979 99,312(2) 0.45 
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. 

Lawrence, John M. 111, 60 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 

1975 

Lurnmis, Wm. R., 53 1980 

1 
A Bancshares, Inc. 

-.y, Daniel F.,* 52 President and Chief Executive Of- 1980 
ficer of the Company. Mr. May is a 
director of Summit State Bank of 
Bloomington. 

0.01 2.200 

4 3 )  - 

36,138(1)(2) 0.16 

c 

c! 

d 

C 

2 



Shares 
Beneficially Percent 

Name and Age of Principal Occupation and Director  Owned as of of 

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

Nominee Directorships  in Public Companies  Since March  11, 1982 Class  

t a l  Corporation (business  invest-  
ments). 

Life Insurance Company. Mr. Purvis is 
a director of South Central Bell Tele- 
phone Company; and First Commerce 
Corporation. 

Purvis, G. Frank, Jr.,** 67 Chairman of the Board, Pan American 1979 18,480(2) 0.08 
.c 

Rankin, Wm. E., 59 President of Summa Corporation (real 1980 
es t a t e  investments ,  aviat ion,  hotels  
and recreation). 

Partner - Foley & Lardner, attorneys. 
Mr. Rapkin is a director of Jack Winter, 
Inc.; Marcus Corporation; and Realist, 
Inc. 

chinery manufacturer). Mr. Ross is a 
director of Fauquier National B a n k  and 
Greater Washington Investors, Inc. 

Vice Chairman of the Board of the Com- 
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- 
ers National Bank. Mr. Trippeer is a 
director of Union Planters Corporation. 

P a r t n e r  - Bradley, Arant ,  Rose & 
White ,  a t to rneys .  Mr. White  is a 
director of Avondale Mills. 

Chairman of the Board, First Financial 
Savings and Loan Assn. 

Young & Lewis, attorneys. 

Rapkin, Joseph E., 74 1965 

Ross, Henry M.,** 54 President, Ross Industries, Inc. (ma- 1975 

Sweet, Bernard,* 58 1969 

1979 

White, Wm. Bew, Jr.,* 62 1979 

Willett, Kenneth B.,* 80 1954 

Young, Frank M. 111,40 Pa r tne r  - North Haskell Slaughter  1979 

4 3  ) - 

2,100 0.01 

1,000 - 

66,419(1) 0.30 

159,748(4) 0.72 

39,439 0.18 

42,000 0.19 

28.185(5) 0.13 

*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 

(2) Does not include the following shares owned by Spouses: 21,193 by Mrs. Hulse, 346 by Mrs. Jordan, 900 by Mrs. 

(3) Does not include 966,666 shares into which the debenture owned by Summa Corporation, of which Messrs. 

(4 -.dudes 48,183 shares in a trust, the sole beneficiary of which is Mr. Trippeer and the trustee is Union Planters 

(5) Mr. Young is the son-in-law of Frank W. Hulse. Does not include 31,815 shares owned by Spouse and 46,540 

Employee Stock Ownership Plan and Trust for the benefit of such persons. 

May, 2,000 by Mrs. Phillips and 630 by Mrs. Purvis. 

Lummis and Rankin are directors and officers, is convertible. 

.tational Bank of which Mr. Trippeer is a director. 

shares held as trustee for the benefit of Mr. Young’s minor children. 

3 



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 t o  July, 1979, was Chairman and Chief Executive 
Officer of Southern Airways, Inc.; Mr. DeCoursin, who, prior to March, 1979, was Senior Vice 

"xior 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 

$9 

President of Stange Co.  (manufacturer and distributor of food products); and Mr. Irby, who, 1- 

@ 

best judgment of the persons named in the proxy. 6 

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 t o  whom the total remuneration for the past fiscal year 
exceeded $50,000, and as to all officers and directors as a group. 9, 

Name of Individual or Identity of Group 
and Capacity in which Remuneration Received 

Hal N. Cam, Chairman of the Board ( 5 )  
Bernard Sweet, Vice Chairman of the Board ( 5 )  
Daniel F. May, President and Director ( 5 )  
G. F. Wallis, Senior Vice President-Flight 

A. L. Maxson, Senior Vice President-Finance 
All officers and directors as a group (included 43 

Operations 

persons at December 31, 1981) 

Cash and Cash Equivalent 
Forms of Remuneration @)(lo) 

Securities or 
Property, Insurance 

Salaries and Benefits or Reim- 
Directors' bursement, Personal 

Fees (1) Benefits (2)(3)(4) 
CI: 

$ 257,683(6) $ 12,862 
233,100(7) 29,015 
159,350 21,378 

95,580 21,474 
68,853 18,054 

2,202,948(9) 302,548 
*- 

I:, 

4 



Includes directors’ fees a t  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. Cam 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, a t  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. 

(8) 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. 

(9) 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, a t  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. 

(10) 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 a t  

#-- 

5 



the rate of pay in effect a t  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  

Remunerat ion 

$ 50,000 - 
Estimated Annual  Retirement Benefits 

25 Years 15 Years 

$ 15,960 $ 26,600 

80,000 26,760 44,600 

110,000 37,560 62,600 

300,000 105,960 124,50O(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). 5 

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. 

6; 

Name 

Bernard Sweet 
Daniel F. May 
G. F. Wallis 
All officers and 
directors as a 
group (including 
those named above) 

Exercised Januarv 1.1981 to March 11. 1982 
Aggregate 

Market  Value 
Number  of Aggregate on Date 

Shares Option Price Exercised 

3,900 $ 15,113 $ 31,200 
1,950 7,556 15,600 
1,950 7,556 15,844 

Unexercised at 
March  11,1982 

dT” Average 
Number  of Option Price 

Shares Per Share 
- 0 

0 
0 

- 
- 

- 13,675 52,991 110,931 0 

a 

8 

6 
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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 a t  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 111, 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 i ts  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. 
C a n ,  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 a t  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. 

7 



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. c. 

dicitation F 

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. 

a', 

r) 
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, i t  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 

Vice President and Secretary 
John P. Dow 6 

Q 
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SECURITIES AND EXCHANGE COPPIISSION 
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  f i s c a l  year ended December 31, 1980 Commission f i l e  number 1-7169 

REPUBLIC AIRLINES, INC.  
(Exact name of r e g i s t r a n t  as s p e c i f i e d  i n  i t s  cha r t e r )  

Wisconsin 
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I d e n t i f i c a t i o n  No.) 
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(Address of p r i n c i p a l  executive o f f i c e s )  (Zip Code) 

R e g i s t r a n t ' s  telephone number, including area code (612) 726-7411 

S e c u r i t i e s  r e g i s t e r e d  pursuant t o  Sect ion 12(b)  of the  A c t :  

N a m e  of each exchange 
T i t l e  of each class on which r e g i s t e r e d  

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

S e c u r i t i e s  r e g i s t e r e d  pursuant t o  Sec t ion  12(g) of t he  Act: 

T i t l e  of class 

Warrants t o  purchase Common Stock ($.20 par va lue)  

I n d i c a t e  by check mark whether t he  r e g i s t r a n t  (1)  has  f i l e d  a l l  r e p o r t s  
required t o  be f i l e d  by Sec t ion  13 o r  15(d) of t h e  S e c u r i t i e s  Exchange A c t  
of 1934 during the  preceding 12 months (o r  f o r  such s h o r t e r  period t h a t  the 
r e g i s t r a n t  w a s  required t o  f i l e  such r e p o r t s ) ,  and (2)  has been subject  t o  
such f i l i n g  requirements f o r  the  past  90 days. - Yes - X No 

Sta te  the  aggregate market value of the vot ing stock held by non-aff i l ia . tes  
of the  r e g i s t r a n t .  $139,140,000 as of March 5, 1981. 

I n d i c a t e  t h e  number of sha res  outs tanding of each of t he  i s s u e r ' s  c l a s ses  of . 

common s tock  as of the  l a t e s t  p r a c t i c a l  date.  

Outstanding a t  Ifarch 5 ,  1981 21,002,214 



x 

Documents Incorporated By Reference 

Se lec t  provis ions of the following documents are incorporated by reference i n t o  
the  Form 10-K: 

Document 
P a r t  of Form 10-K I n t o  Which 

Incorporated By Reference 

(1) 1980 Annual Report t o  Stockholders I, I1 

(2 )  Def in i t i ve  proxy statement dated March 17, 1981 I11 
for the 1981 annual  meeting of 
s tockholders  

(Except as expressly incorporated here in  by 
reference,  the foregoing annual r epor t  and 
proxy statement are not  deemed f i l e d  as a 
p a r t  of t h i s  report . )  
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PART I 

I t e m  1. BUSINESS 

Information required by this i t e m  i s  set f o r t h  a t  t h e  following 
pages of t he  accompanying 1980 Annual Report t o  Stockholders (here- 
a f t e r  r e f e r r e d  t o  as the  Annual Report t o  Stockholders) and is in- 
corporated herein by reference.  

Subject 

About Republic. . . . . . . . . .  
T r a f f i c  growth and performance. . 
New f a c i l i t i e s  and se rv ices  . . .  
Environmental and s o c i a l  programs 
Communications. . . . . . . . . .  
Jet f u e l  outlook. . . . . . . . .  
Flee t  development . . . . . . . .  
Route development . . . . . . . . .  

. . . . . . . . . .  1 . . . . . . . . . .  6 . . . . . . . . . .  7 . . . . . . . . . .  8 . . . . . . . . . .  9 . . . . . . . . . .  10 . . . . . . . . . .  11 . . . . . . . . . .  12 

Item 2. DESCRIPTION OF PROPERTY 

FLIGHT EQUIPMENT PROGRAM 

A t  December 31, 1980, t he  Company operated or  had on order 
Douglas DC-9 f a n  je ts ,  Boeing 727 f an  j e t s  and Convair 580 prop 
jets as indica ted  i n  t h e  t a b l e  below. 

Aircraft: Seat ing Number of A i r c r a f t  
Capacity Owned Leased On Order Type 

DC-9-80 147 - - 14 

DC-9-50 130 15 11 2 

- DC-9-30 100 46 13 

- DC-9-10 80 35 3 

- - CV-580 48 21 

3 - 727-200 145 10 

Additional information i n  notes  D, E and F set f o r t h  i n  the  Notes 
t o  F inancia l  Statements on pages 21 through 22 of t he  accompanying 
Annual Report t o  Stockholders i s  incorporated here in  by reference.  
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Item 2 .  DESCRIPTION OF PROPERTY (continued) 

c 

c 

OTHER FACILITIES 

Information required by t h i s  i t e m  is  set fo r th  a t  the  following 
pages of t he  accompanying Annual Report t o  Stockholders and is in- 
corporated herein by reference.  

Page - Subject 

New f a c i l i t i e s  and s e r v i c e s  
Note E - Leases 

7 
22 

I t e m  3. LEGAL PROCEEDINGS 

There a re  no l e g a l  proceedings other  than rou t ine  l i t i g a t i o n  
i n c i d e n t a l  t o  t he  company's business ,  which are considered not 
m a t e r i a l ,  o r  mat te rs  being handled by t h e  company's insurance 
c a r r i e r s .  

I t e m  4. SECURITY OWNERSHIP OF CERTAIN BENEFICIAL OWNERS AND MANAGEMENT 

The following t a b l e  sets f o r t h ,  as of t h e  record d a t e ,  a l l  
persons known by the  Company t o  be t h e  owner, of record or 
b e n e f i c i a l l y ,  of as much as approximately f i v e  percent of t h e  
outs tanding Common Stock of t he  Company, and such ownership by 
a l l  o f f i c e r s  and d i r e c t o r s  as a group. 

Name and Address 

Amount Owned 
Benef ic ia l ly  Percent of 
o r  of Record Class 

Republic A i r l i n e s ,  Inc.  b p l o y e e  2,711,797 12.91 

7500 A i r l i n e  Drive 
Minneapolis, MN 55450 

Stock Ownership Plan 

Republic A i r 1  i n e s  , Inc . Pens ion Plan 1,236,800 
c /o  Northwestern National Bank, 

Trust  Department 
Minneapolis, MN 55402 

5.89 

A l l  o f f i c e r s  and d i r e c t o r s  as  a 1,787,375 8.47 
group (1)  

(1 )  For t he  purpose of t h i s  c a l c u l a t i o n ,  a l l  shares  of Common Stock 
i s suab le  upon exe rc i se  of outs tanding opt ions or  warrants held by 
such o f f i c e r s  and d i r e c t o r s  ( an  aggregate of 99,991 sha res )  are 
deemed t o  be issued and outs tanding.  Does not include shares  held 
by t h e  Republic A i r l i n e s ,  Inc. Employee Stock Ownership Plan.  
Messrs. Daniel F. May, a Director and P res iden t ,  and Gowan Miller, 
Vice Pres ident - Indus t r ia l  Relat ions,  serve as  Trustees of t he  Plan. 
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PART I1 

,- 

e 

Item 5.  

I ten  6 .  

I t e m  7. 

I t e m  8. 

I t e m  9. 

MARKET FOR TIlE REGISTKANT'S COWlON STOCK 
AND RELATED SECURITY HOLDER MATTERS 

Information required by t h i s  i tem is s e t  f o r t h  under Common Stock 
Information on page 26 of t he  accompanying Annual Report t o  Stock- 
holders  and is incorporated h e r e i n  by reference.  

SELECTED FINANCIAL DATA 

Information required by t h i s  item is set f o r t h  under the Five-Year 
Summary on page 25  of the  accompanying Annual Report t o  Stockholders 
and i s  incorporated here in  by reference.  

NANAGEMENT' S DISCUSSION AND MAZY SIS OF FINANCIAL 
CONDITION AND RESULTS OF OPERATIONS 

Information required by t h i s  i t e m  is set f o r t h  under Financial  
Review on pages 4 and 5, Jet fuel outlook on page 10 and E f f e c t s  of 
Changing P r i c e s  on pages 27 and 2 8  of the  accompanying Annual Report 
t o  Stockholders and is incorporated herein by reference.  

FINANCIAL STATElENTS AND SUPPLl3IENTARY DATA 

Financia l  s ta tements  appearing on pages 16 through 2 4  of t h e  
accompanying Annual Report t o  Stockholders are incorporated herein 
by reference.  

Quarterly Statements of Operations appearing on page 26 of the 
accompanying Annual Report t o  Stockholders are incorporated here in  
by reference.  

E f f e c t s  of Changing P r i c e s  on pages 27 and 28 of t he  accompanying 
Annual Report t o  Stockholders are incorporated herein by reference.  

PART I11 

DIRECTORS AND EXECUTIVE OFFICERS OF THE REGISTRANT 

( a )  The d i r e c t o r s  of t he  Regis t ran t  are: 

P r i n c i p a l  Occupation and 
N a m e  and Age Direc torsh ips  i n  Publ ic  Companies Direc tor  Since 

Zliles, Theodore R.,  57 President  and d i r e c t o r  of Stange 
Co. (food products) 

1966 
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I t e n  9. DIP?CTC)KS AND EECUTIVE OFFICERS OF THE REGISTRANT (continued) 

Information regarding the other  d i r e c t o r s  of the 
Regis t ran t  is contained i n  i t s  d e f i n i t i v e  proxy statement 
dated Pfarch 17, 1981 f o r  tlie 1981 annual meeting of 
s tockholders  and i s  incorporated here in  by reference.  

(b) The executive o f f i c e r s  of t h e  Regis t rant  who are 
e l e c t e d  a t  t he  Board of Di rec tors  meeting following 
t h e  annual meeting of stockholders are: 

Name and Age T i t l e  O f f i c e r  Since 

Carr, Hal N., 59 Chairman of t he  Board 1947 

Hulse, Frank W.*, 68 Vice Chairman of the  Board 1943 

Sweet, Bernard, 57 Vice Chairman of t he  Board 1950 

Play, Daniel F., 51 President  1962 

Gren, Robert L., 59 Senior  Vice President- 1973 
Plaintenance and Engineering 

Ilubertus, Kenneth L., 52 Senior  Vice President- 
Customer Service 

Karnas, George, J., 50 Senior  Vice Pres ident  - 
I n f l i g h t  Service 

1979 

1973 

Plaxson, A. L.*, 45 Senior  Vice President-Finance 1968 

b r a n ,  David E., 50 Senior Vice President-Narketing 1967 

Nixon, James F., 40 

Wallis, G. F., 57 

Senior  Vice President- 
Corporate Planning 

Senior  Vice President- 
F l i g h t  Operations 

1970 

1965 

Courtenay, J. Kenneth*, 53 Vice President-Route Development 1961 

Dingivan, Edward A . ,  61 Vice President-Federal  A f f a i r s  1980 

DOW, John P., 50 Vice President  and Secretary 1959 

Pleyer, Michael D., 36 Vice Pres ident  and Cont ro l le r  1974 

Hiller, Gowan J., 59 Vice Pres ident - Indus t r ia l  Relat ions 1966 

Warner, A. E., 55 Vice P r e s  i den t-llaintenance 1979 

Westberg, Char lo t te  G., 63 S t a f f  Vice President  1962 

Mackinnon, W. Howard*, 42 Treasurer  1978 

*Former o f f i c e r s  of Southern Airways, Inc. 
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Item 9. DIRECTORS AIZD EXECUTIVE OFFICERS OF THE REGISTRANT (continued) 

A l l  of the  executive o f f i c e r s  have been ofEicers  or employees of 
t h e  Regis t ran t  (or  where ind ica t ed ,  p r i o r  t o  J u l y  1, 1979, of Southern 
Airways, Inc. i n  c a p a c i t i e s  s u b s t a n t i a l l y  equivalent  t o  t h e i r  cu r ren t  
employment r e s p o n s i b i l i t i e s )  f o r  t h e  past  f i v e  years  except f o r  
Edward A. Dingivan. M r .  Dingivan w a s  Vice Pres ident  of National A i r  
Carriers Association (a Charter Carrier Trade Associat ion)  f o r  more 
than f i v e  years  p r i o r  t o  joining t h e  Company. 

Addit ional  information f o r  those execut ive o f f i c e r s  who a r e  a l s o  
d i r e c t o r s ,  i s  se t  f o r t h  i n  the  Regis t ran t ' s  d e f i n i t i v e  proxy statement 
dated March 1 7 ,  1981 f o r  t he  1981 annual  meeting of stockholders and 
i s  incorporated herein by reference.  

Item 10. HANAGEHENT REINNERATION AND TRANSACTIONS 

Information required by t h i s  i t e m  i s  se t  f o r t h  i n  Regis t ran t ' s  
d e f i n i t i v e  proxy statement dated March 17, 1981 f o r  t h e  1981 annual 
meeting of stockholders and is  incorporated here in  by reference.  

Item 11. EXHIBITS, FIANANCIAL STATENENT SCHEDULES AND REPORTS ON FORM 8-K 

( a )  1. F inancia l  Statements Page Reference 

Consolidated balance shee t s  a t  December 31, 1980 16 
and 1979 

Consolidated statements of operat ions f o r  t h e  years  17  
ended December 31, 1980, 1979 and 1978 

Consolidated statements of changes i n  f i n a n c i a l  18 
p o s i t i o n  f o r  t h e  years  ended December 31, 1980, 
1979 and 1978 

Consolidated statements of changes i n  s tockholders '  19 
equi ty  f o r  theyears ended December 31, 1980, 
1979 and 1978 

Notes t o  f i n a n c i a l  statements 20-24 
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Item 11. EXHIBITS, FINANCIAL STATEMENT SCHEDULES AND REPORTS ON FORT1 8-1: ( con t )  

( a )  2 .  Financia l  Statement Schedules 

Auditors '  Report F- 1 

Schedules: 

Schedule V - Property and Equipment F-2 and 
Years ended December 31, 1980, 1979 F-3 
and 1978 

Schedule V I  - 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 

A l l  o the r  schedules have been o m i t t e d  s i n c e  the required infor- 
mation i s  not  present  o r  not present  i n  amounts s u f f i c i e n t  t o  r e q u i r e  
submission of t he  schedule, o r  because the information required i s  in- 
cluded in t h e  financial statements or the notes  thereto.  

The ind iv idua l  f i n a n c i a l  statements of the  Regis t rant  have been 
omitted as permitted by PIule 3-05(a)(2)(i) of Regulation S-X. 

(a) 3 .  Exhib i t s  

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

2. Parents  of Subs id ia r ies  

3 .  1980 Annual Report t o  Stockholders 

4 .  D e f i n i t i v e  proxy statement dated March 17,1981 

(b) Reports of Form 8-K 

On October 1, 1980, an 8-1: Current Report was f i l e d  under 
Item 2, Acquis i t ion o r  Disposi t ion of Assets. This Report de- 
t a i l e d  the  purchase by the  Regis t rant  of a l l  t h e  outs tanding stock 
of Hughes A i r  Corp. d/b/a Hughes A i r w e s t ,  a Delaware corporat ion,  
pursuant t o  a Stock Purchase Agreement dated June 7, 1980. 
agreement was f i l e d  as an exh ib i t  t o  t h e  8-1;. 

This  

-8- 



SIGNATURES 

Pursuant  t o  the  requirements of Sect ion 13 or 15(d) of the S e c u r i t i e s  
h 

Exchange A c t  of 1934, the  Regis t ran t  has duly caused t h i s  r epor t  t o  be s igned 
on i t s  behalf by the undersigned, thereunto duly authorized.  

REPUBLIC AIRLINES, INC. 

BY /s /  Daniel F. May 
Daniel  F. May 
Pres ident ,  ( P r i n c i p a l  Executive Of f i ce r  and Di rec to r )  
March 26, 1981 

Pursuant t o  the  requirements of t he  S e c u r i t i e s  Exchange A c t  of 1934, 
t h i s  r epor t  has  been signed below by the  following persons on behalf of the 
Reg i s t r an t  and i n  the  c a p a c i t i e s  and on the da tes  indicated.  

* 
Hal N .  Carr 
Chairman of the Board 
llarch 26,  1981 

9: 

Bernard Sweet 
Vice Chairman of the Board 
Plarch 2 6 ,  1981 

* 
Frank IJ. Hulse 
Vice Chairman of the Board 
llarch 26, 1981 

A 

/ s /  A. L. Maxson 
A. L. Plaxson 
Senior  Vice P r e s i d e n  t-Fi nance 
(P r inc ipa l  F inancia l  Of f i ce r )  
Harch 26 ,  1981 
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/ s /  Nichacl D.  Meyer --_____ 
i l ichacl 1). bicyer 
Vice President: a n d  Cont ro l le r  
:larch 26, 1981 

-1. 

Cecil  A. Ueasley, Jr. 
Direc tor  
!larch 26, 1981 

-7. 

Eric  Rramley 
Di rec tor  
Flarch 26, 1981 

* 
G. F. DeCoursin 
Direc tor  
iklarch 26, 1981 

* 
Alton F. I rby ,  Jr. 
Direc tor  
?larch 26, 1981 

79: 

G. Gunby Jordan 
Direc tor  
?larch 2 6 ,  1981 

.I: 

John  Fl. Lawrence, 111 
Direc tor  
:larch 26, 1981 
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I 

IJi l l iam K. Luminis 
I ) i  r cc t o r  
ilnrch 26 ,  1981 

Theodore R. Niles 
Direc tor  
llarch 26, 1981 

?lorton B. P h i l l i p s  
Di rec tor  
Elarch 26 ,  1981 

* 
G .  Frank Purvis ,  Jr. 
Direc tor  
.-:;rc> 26 ,  1981 .. 

W i l l i a m  E. Rankin 
Direc tor  
Elarch 2 6 ,  1981 

* 
J o s e p h  E. Rapkin 
Direc tor  
March 26, 1981 

Henry TI. Ross 
Di rec tor  
ilarch 2 6 ,  1981 
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.n 

.'. 

liicliard A. Trippeer ,  Jr .  
Di rec tor  
tlarch 26, 1981 

* 
\Jm. B e w  IJliite, Jr. 
Di rec to r  
Plarch 26, 1981 

Kenneth B. Willett  
D i rec to r  
?larch 26, 1981 

* 
Frank P1. Young 111 
Direc tor  
ilarch 26 1981 

*BY / s /  Daniel F. May 
Daniel  F. May, Attorney-In-Fact Date: Elarch 26, 1981 - 
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AUDITORS ' REPORT 

Stockholders and Board of Di rec tors  
Ikpubl ic  A i r l i n e s ,  Inc. 

We have examined the consolidated balance shee t s  of Republic A i r l ines ,  Inc. . 

(a Wisconsin corpora t ion)  and i t s  subs id ia ry  as of December 31, 1980 and 1979, 
and the  consol idated s ta tements  of operat ions,  changes i n  stockholders '  equi ty  
and changes i n  f i n a n c i a l  pos i r ion  f o r  the years  ended December 31, 1980, 1979 
and 1978. 
aud i t ing  s tandards and accordingly included such tests of the accounting 
records and such o ther  aud i t ing  procedures as we considered necessary i n  the 
c i  rc ums t ances . 

Our examinations were made i n  accordance with general ly  accepted 

I n  our opinion, the consol idated f i n a n c i a l  s ta tements  r e fe r r ed  t o  above present 
f a i r l y  the  f i n a n c i a l  pos i t ion  of Republic A i r l ines ,  Inc., and i t s  subsidiary a t  
December 31, 1980 and 1979 and the  r e su l t s  of t h e i r  operat ions and changes i n  
t h e i r  f i n a n c i a l  pos i t i on  f o r  the years ended December 31, 1980, 1979 and 1 9 7 8  i n  
conformity with genera l ly  accepted accounting p r inc ip l e s  applied on a cons is ten t  
bas i s ,  except f o r  the  change i n  1979, with which we concur, i n  the method of 
c a p i t a l i z i n g  i n t e r e s t  as discussed i n  note B t o  the f i n a n c i a l  statements.  

I n  connection with our examinations of the f i n a n c i a l  statements f o r  the per iods 
ind ica t ed  above, we have also examined the schedules l i s t e d  i n  I t e m  l l ( a ) 2 ,  and 
included herein.  In  our opinion, such schedules present  f a i r l y  the  information 
required t o  be set  f o r t h  therein.  

Alexander Grant & Company 

Il inneapolis,  Ninnesota 
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 t o  Stockholders 

Def in i t ive  Proxy Statement Dated March 17, 1981 

Exhibit 1 

Exhibit 2 

Exhibit 3 

Exhibit 4 



3 
0, w 

I 1 1 4 0  
vr. 

c 

In 

.ZT 
N 
v, 

.. 

Lr, 
0 

I I 

h 

m 
4 ' v, 

I I I N  
W 
u3 

.j 
CJ 

a 

W 

I 

U 

v) 
aJ 
L 
2 
U 
C 

- 
W 
4 

In 
c\1 
N 

In 

0 

9 

.. 
m 

d 

N 
U 
r. 
0 

m 
h 

I 

m .. 
4 

cv 
U 
h 

0 
Q\ 
In 

h 
4 

., 
a 

a2 m 
W 

N 
N 
h 

0 
CY 

LI 

.I 

I S 1  
m 
0 
r. m 

I l l  

. . .  . . .  . . .  . . .  . . .  . = .  . . .  . e m  
aJ 

. * L  
3 

n 
a 
W 

.i- 
n 
4 
v 

rz 
W 
E 



EXHIBIT 2 

REPUBLIC AIRLINES, I N C  

PAPZNTS AND SUBSIDIARIES 

Republic Ai r l ines ,  Inc. 
Plinneapolis, Minnesota ( A  Wisconsin Corporation) 

Its Subsidiar ies :  

Republic A i r l ines  West, Inc. 
San Francisco, Cal i forn ia  ( A  Delaware Corporation) 

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

Republic A i r l i n e s ,  Inc. ( Inac t ive  Nameholder Corporation) 
Wilmington, Delaware (A  Delaware Corporation) 
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REPUBLIC AIRLINES, INC. 
7500 Airline Drive 

Minneapolis, Minnesota 55450 
6 

NOTICE OF ANNUAL MEETING OF STOCKHOLDERS 

April 22, 1981 

To THE  STOCKHOLDER^ 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, a t  t he  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 

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. 

YOUAREREQUESTEDTOREADCAREFULLYTHEATTACHED 
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 Ofder of the Board of Directors 
REPUBLIC AIRLINES, INC. 

John P. Dow 
Vice President and Secretary 

meeting. 

March 17, 1981 
c4 
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Proxy Statement 
of 

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

April 22, 1981 c- 
c 
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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”) t o  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 a t  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 
€TOUP* 

Name and Address 
Republic Airlines, Inc. Employee 
Stock Ownership Plan 

7500 Airline Drive 
Minneapolis, MN 55450 

Republic Airlines, Inc. Pension Plan 
c/o Northwestern National Bank, 

Minneapolis, MN 55402 
P Trust Department 

Amount Owned 
Beneficially Percent of 
or of Record Class 
2,711,797 12.91 

1,236,800 5.89 

All officers and directors as a group (1) 1,787,375 8.47 

3 



(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. 

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: 

Name and Age of 
Nominee 

Beasley, Cecil A., J r .  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. ILI, 59 

Lummis, Wm. R., 52 

Shares 
Beneficially Percent 

Directorships in Public Companies Since March 5, 1981 Class (9) 
Principal Occupation and Director Owned as of of 

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 a r t s ) .  Mr. 
DeCoursin is a director of Stange Co. 

Vice Chairman of the  Board of the  
Company. Mr. Hulse is a director of 
Fuqua  Industr ies ,  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 
8z Watson, attorneys. Mr. Lawrence is 
a director of First Bank & Trust. 

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

4 

1979 102,632( 1) 0.49 

1976 1,000 - 

1952 286.999(2) 1.36 

1944 50,000 0.24 

1979 376,559(3) 1.79 

1979 

1979 

1975 

1980 

10 1,089(4) 

99,312(4) 

1.200 

4 5 )  

9 0.48 

0.47 
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Shares 
Beneficially Percent 

Nominee Directorships in Public Companies Since March 5,1981 Class (9) 

' f  

Name and Age of Principal Occupation and Director Owned as of of 

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. 

I# Phillips, Morton B., 62 Chairman of the Board, Westland Capi- 1966 4,345(4) 0.02 

Purvis, G. Frank, Jr.,  66 Chairman of the Board, Pan American 1979 18,480( 1x4) 0.09 

h tal Corporation (business invest- 
menta). 

Life Insurance Company. Mr. Purvis is 
a director of South Central Bell Tele- 
phone Company; and First Commerce 
Corporation. e 

Rankin, Wm. E., 58 President of Summa Corporation (real 1980 
estate investments, aviation, hotels 
and recreation). 

Partner - Foley & Lardner, attorneys. 
Mr. Rapkin is a director of Jack Winter, 
Inc.; Marcus Corporation; and Realist, 

Rapkin, Joseph E., 73 1965 

0 Inc. 

Ross, Henry M., **53 President, Ross Industries, Inc. (ma- 1975 
chinery manufacturer). Mr. Ross is a 
director of Fauquier National Bank. 

Vice Chairman of the Board of the Com- 
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- 
ers National Bank. Mr. Trippeer is a 
director of Union Planters Corporation. 

Pa r tne r  - Bradley, Arant ,  Rose & 
White, a t torneys.  Mr. White is a 
director of Avondale Mills. 

Savings and Loan Assn. 

Young & Lewis, attorneys. 

Sweet, Bernard, *57 1969 

1979 

White, Wm. Bew, Jr., *61 1979 

'@ Willett, Kenneth B., *79 Chairman of the Board, First Financial 1954 

Young, Frank M. 111,39 Par tner  - North Haskell Slaughter 1979 

2,100 

1,000 

63,462(2) 

186,748(6) 

40,069( 1) 

37,567(7) 

30,285(8) 

0.01 

0.30 

0.89 

0.19 

0.18 

0.14 

*Member of the Executive Committee c **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 

/- 
\ 
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(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 t o  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. 

c 

e )  

J 
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5 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) 

Salaries, Property, Insurance 
Directors’ Benefits or Reim- 
Fees, and bursement, Personal 

and Capacity in which Remuneration Received Bonuses (1) Benefits (2)(3)(4) 

- 
Securities or 

Name of Individual or Identity of Group 

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) 117,595(9) 41,869 

4 

G. F. Wallis, Senior Vice President-Flight 
Operations 

96,900 50,290 

A. L. Maxson, Senior Vice President-Finance 74,848 24,165 
1 All officers and directors as a group (included 47 

persons at December 31, 1980) 2,341,333(9)(10) 505,695 

t 

z 

(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. 

(5) 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) The Company maintains a plan for salaried officers pursuant to which death benefits (funded by insurance) c 
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. 

(9) 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. 

(10) 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, a t  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. 

(11) 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. 

n 6 

6’’ 

0 

Annual 
Remuneration 

$ 50,000 

Estimated Annual Retirement Benefits 
15 Years 

$ 15,960 
25 Years 

$ 26,600 

80,000 26,760 44,600 0 

110,000 37,560 62,600 

300,000 105,960 110,625(1) 

The years of credited service under the Plan for Messrs. Cam, Sweet, May and Maxson are 
26,32,24 and 14, respectively. Mr. Wallis is covered under a retirement plan for pilots and has et 
31 years of credited service under that plan. 

(1) 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 t o  certain officers and directors and as t o  all officers and 
directors as a group (1) the amount of shares acquired by such persons since January 1, 1980, 

rrrq pursuant t o  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. 

or 
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‘ r l  Unexercised at 
March 5, 1981 Exercised January 1,1980 to 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. Cam 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 5 1,600 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 

c 
h 
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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 
a t  $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 a t  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 t o  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 a t  the 1982 annual meeting of 

stockholders of the Company pursuant to the Securities Exchange Act of 1934 must be re- 
ceived by the Company a t  its executive offices on or before December 5, 1981. 

rrc 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 
b,y&e Company. The management has made no arrangement to solicit proxies for the meeting 
OL f 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 
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6 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 t o  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. 

- t 

By Order of the Board of Directors 
John P. Dow 

Vice President and Secretary 

h 
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For t h e  f i s c a l  year  ended December 31, 1973 Commission f i l e  number 1-7169 

REPUBLIC AIRLINES, INC. 
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Wisconsin 
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t o  such f i l i n g  requirements  for t h e  p a s t  90 days. Y e s  - X - No 
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Item 1. BUSINESS 

Information requi red  by t h i s  i t e m  i s  set f o r t h  a t  t h e  fol lowing 
pages of t h e  accompanying 1979 Annual Report t o  Stockholders  (here- 
a f t e r  r e f e r r e d  t o  as t h e  Annual Report t o  Stockholders) and is in-  
corporated h e r e i n  by re ference .  

Sub j e c t  Page 

. . . . . . . . . . . . . . . . . . .  About Republic. 1 
Report t o  s tockholders .  . . . . . . . . . . . . . . . .  2 

Financ ia l  review. 4 
T r a f f i c  growth and performance. 6 
F l e e t  development . . . . . . . . . . . . . . . . .  7 
New f a c i l i t i e s  and s e r v i c e s  . . . . . . . . . . . .  8 
Soc ia l  and environmental programs 10 
Jet f u e l  outlook. . . . . . . . . . . . . . . . . .  11 
Communications. . . . . . . . . . . . . . . . . . .  12 
Route developments. . . . . . . . . . . . . . . . .  14 

. The f u t u r e .  . . . . . . . . . . . . . . . . . . . .  15 

. . . . . . . . . . . . . . . . .  . . . . . . . . . .  

. . . . . . . . .  

On March 16, 1980, t h e  company reached an  agreement i n  p r i n c i p l e  
t o  acqu i r e  Hughes A i r w e s t ,  Inc.  The t r a n s a c t i o n  w i l l  involve  ap- 
proximately $45 mil l ion ,  c o n s i s t i n g  of cash and t h e  company's con- 
v e r t i b l e  debentures.  Documentation i s  be ing  f i n a l i z e d ,  wi th  a 
c los ing  expected a f t e r  t h e  companies have obta ined  necessary ap- 
provals ,  inc luding  t h a t  of t h e  Civil Aeronautics Board and Probate  
Courts  f o r  those  sha res  of Airwest he ld  by t h e  Hughes Estate. 

I 

I t e m  2. SUMMARY OF OPERATIONS 

Addi t iona l  information requi red  by t h i s  i t e m  i s  set f o r t h  i n  t h e  
Five-year summary a t  pages 30 and 31 of t h e  accompanying Annual 
Report t o  Stockholders  and i s  incorpora ted  here i t l  by r e fe rence .  

NOTES TO SUMMARY O F  OPERATIONS - Five yea r s  ended December 31, 1979. 

(1) NET EARNINGS PER SHARE 

Primary n e t  earn ings  pe r  s h a r e  f o r  the yea r s  1977, 1976 and 1975 
w e r e  computed by d iv id ing  net earn ings  by the weighted average 
number of common shares outs tanding  f o r  t h e  per iod  (16,703,450 i n  
1977; :16,635,373 i n  1976; and 16,701,476 i n  1975). 

Fully d i l u t e d  earn ings  per share f o r  the y e a r s  1977, 1976 and 1975 
are based on t h e  assumed i ssuance  of a d d i t i o n a l  common s h a r e s  
(1,986,677 i n  1977 and 1976; 2,155,179 i n  1975), r e l a t i n g  t o  t h e  
conversion of t h e  5-1/2%, 5-3/4% and 6-1/2% debentures ,  and r e l a t e d  
i n t e r e s t  ( n e t  of income tax e f f e c t )  w a s  added t o  income f o r  purposes 
of t h e  c a l c u l a t i o n .  

Information f o r  t h e  c a l c u l a t i o n  of n e t  earn ings  per  s h a r e  f o r  1979 
and 1978 is s e t  f o r t h  i n  no te  R i n  t h e  Notes t o  F inanc ia l  Statements  
on page 26 of t h e  accompanying Annual Report t o  Stockholders  and is 
incorpora ted  h e r e i n  by r e fe rence .  
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(2) DIVIDENDS PER SHARE 

c 

Dividends per s h a r e  f o r  t h e  years  1979, 1978, 1977, 1976 and 1975 
were $.20, $. 16, $.12, $ . l o ,  and $ . l o ,  r e spec t ive ly .  

Addi t iona l  in format ion  r equ i r ed  by t h i s  i t e m  i s  s e t  f o r t h  i n  t h e  
Five-year summary a t  pages 30 and 31 of t h e  accompanying Annual 
Report t o  Stockholders  and is  incorpora ted  h e r e i n  by r e fe rence .  

(3) The Summary of ope ra t ions  f o r  Republic A i r l i n e s ,  Inc.  r e p r e s e n t s  
t h e  Summary of ope ra t ions  of North Cen t ra l  A i r l i n e s ,  Inc .  r e s t a t e d  
t o  inc lude  Southern Airways, Inc.  wi th  no r e s u l t i n g  adjustments  t o  
revenues o r  n e t  earn ings .  

MANAGEMENT'S DISCUSSION AND ANALYSIS OF EARNINGS 

For a d d i t i o n a l  in format ion  r e l a t i n g  t o  t h e  Summary of ope ra t ions  
see F i n a n c i a l  Review on pages 4 and 5 of t h e  Annual Report  t o  
Stockholders  incorpora ted  h e r e i n  by . reference.  

Item 3. PROPERTIES 

FLIGHT EQUIPMENT PROGRAM 

A t  December 31, 1979, t h e  company operated o r  had on order  
Douglas DC79 f a n  je ts ,  Boeing 727 f a n  jets,  Convair 580 prop j e t s  
and Metro l iner  I1 prop j e t s  as i n d i c a t e d  i n  t h e  t a b l e  below. 

A i r c r a f t  Sea t ing  Number of A i r c r a f t  
On Order Type Capaci ty  Owned Leased 

- 12 DC-9-80 151 - 

DC-9-50 130 15 7 

DC-9-30 100 19 9 

DC-9-10 80 25 2 1 

- - CV-580 48 24 

- Metro I1 19 7 1 

7 - - 72 7-200 164 

Addi t iona l  information i n  n o t e s  C, D ,  and E set f o r t h  i n  t h e  
Motes t o  F i n a n c i a l  Statements  at pages 22 through 24 of t h e  ac- 
companying Annual Report t o  Stockholders  i s  incorpora ted  he re in  
by r e fe rence .  
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Item 4. 

I t e m  5 .  

I t e m  6. 

I t e m  7. 

Item 8 .  

I t e m  9 .  

I t e m  10. 

PARENTS AND SUBSIDIARIES OF REGISTWYT 

The Reg i s t r an t  has  no parent .  I n  connection wi th  p r o t e c t i n g  
t h e  name Republic A i r l i n e s ,  Inc .  i n  c e r t a i n  states where t h e  
company i s  not presen t ly  doing bus iness ,  a wholly owned Delaware 
s u b s i d i a r y  w a s  formed. The Delaware subs id i a ry  is  q u a l i f i e d  t o  
do bus iness  i n  H a w a i i ,  Nevada, New Hampshire, Oklahoma, and 
Wyoming. 

LEGAL PROCEEDINGS 

There are no l e g a l  proceedings o t h e r  than r o u t i n e  l i t i g a t i o n  
i n c i d e n t a l  t o  t h e  company's bus iness ,  which are considered not  
material, o r  matters be ing  handled by t h e  company's insurance  
carriers. 

INCREASES AND DECREASES I N  OUTSTANDING SECURITIES AND INDEBTEDNESS 

(a) Equi ty  S e c u r i t i e s :  

Information r equ i r ed  by t h i s  item i s  set f o r t h  i n  t h e  Statements  
of changes i n  s tockholders '  equ i ty  a t  page 21 of the accompanying 
Annual Report t o  Stockholders  and such informat ion  is  incorpora ted  
h e r e i n  by re ference .  

(b) Debt S e c u r i t i e s :  

Information requi red  by th i s  i t e m  is  set f o r t h  a t  pages 22 and 23 
of the accompanying Annual Report t o  Stockholders  and is  incor-  
porated h e r e i n  by re ference .  
under t h e  S e c u r i t i e s  A c t  of 1933 i n  r e l i a n c e  upon t h e  exemption 
provided by Sec t ion  4(2). 

The s e c u r i t i e s  were no t  r e g i s t e r e d  

CHANGES I N  SECURITIES AND CHANGES I N  SECURITY FOR REGISTERED SECURITIES 

None 

DEFAULTS UPON SENIOR SECURITIES 

None 

APPROXIMATE NUMBEX OF EQUITY SECURITY HOLDERS 

T i t l e  of Class 
Number of Record Holders 
as of December 31, 1979 

Common Stock $.20 pa r  va lue  33,022 

Warrants t o  purchase Common Stock 829 

SGBMISSION OF MATTERS TO A VOTE OF SECURITY HOLDERS 

None 
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Item 11. INDEMNIFICATION OF DIRECTORS AND OFFICERS 

h 

Sec t ion  180.407 of t h e  Wisconsin Corporat ion Law r e l a t i v e  t o  
indemnifying d i r e c t o r s  and o f f i c e r s  provides  as follows: 

"180.407 Indemnifying d i r e c t o r s ,  o f f i c e r s  and employees. 
Any person made a p a r t y  t o  o r  threa tened  wi th ,  any c i v i l ,  
c r imina l ,  o r  a d m i n i s t r a t i v e  a c t i o n ,  s u i t  or praceedings by 
reason  of t h e  f a c t  t h a t  he,  h i s  t e s t a t o r  o r  i n t e s t a t e ,  is o r  
w a s  a d i r e c t o r ,  o f f i c e r  o r  employee of any co rpora t ion  s h a l l  
be  indemnified by t h e  co rpora t ion  aga ins t  t h e  reasonable  
expenses, i nc lud ing  a t t o r n e y  f e e s ,  a c t u a l l y  and n e c e s s a r i l y  
incu r red  by him i n  connect ion wi th  such a c t i o n ,  s u i t  o r  pro- 
ceeding, o r  i n  connect ion wi th  any appea l  t h e r e i n ,  except  as 
t o  matters as t o  which such d i r e c t o r ,  o f f i c e r  ox employee is 
g u i l t y  of negl igence  o r  misconduct i n  t h e  performance of h i s  
d u t i e s .  Such r i g h t  of indemnif ica t ion  shall not  be  deemed 
exc lus ive  of any o t h e r  r i g h t s  t o  which such d i r e c t o r ,  o f f i c e r  
o r  employee may be  e n t i t l e d  a p a r t  from t h i s  sec t ion ."  

. Reference is a l s o  made t o  t h e  fol lowing e x h i b i t s ,  which 
are incorpora ted  h e r e i n  by re ference :  

(a) Article V I 1  of t h e  R e g i s t r a n t ' s  By-Laws f i l e d  as 
Exhib i t  (2) attacsed here to .  

(b) O f f i c e r s  and d i r e c t o r s  indemnity insurance  p o l i c y  
(Endorsement No. 9) f i l e d  as Exhibit (3) a t t ached  he re to .  

Item 12. FINANCIAL STATEMENTS, EXHIBITS FILED AND REPORTS ON FORM 8-K 

(a)  (1) The f i n a n c i a l  s ta tements  l i s t e d  below are f i l e d  as 
p a r t  of t h i s  Annual Report on Form 10-K; 

Page Reference 

Form Annual 
10-K Report - 

D a t a  is incorpora ted  by r e f e r e n c e  from the a t t ached  1979 
Annual Report t o  Stockholders  of Republic A i r l i n e s ,  Inc.  

Balance s h e e t s  a t  December 31, 1979 and 1978 

Statements  of ea rn ings  f o r  t h e  y e a r s  ended December 31, 
1979 and 1978 

Statements  of changes i n  f i n a n c i a l  p o s i t i o n  f o r  t h e  yea r s  
ended December 31, 1979 and 1978 

Statements  of changes i n  s tockho lde r s '  equ i ty  f o r  t h e  y e a r s  
ended December 31, 1979 and 1978 

18 

19 

20 

21 

22-26 Notes t o  f i n a n c i a l  s ta tenients  



Attachments incorpora ted  herewith t o  Form 10-K: 

Audi tors '  Report F- 1 

I 

Schedules: 
n Schedule V - PROPERTY, PLANT AND EQUIPMENT 

Years ended December 31, 1979 and 1978 F-2-3 

OF PROPERTY AND EQUIPMENT 
Schedule V I  - ACCUMULATED DEPRECIATION AND AMORTIZATION 

Years ended December 31, 1979 and 1978 F-4- 5 

Years ended December 31, 1979 and 1978 F- 6 
Schedule XVI - SUPPLEMENTARY INCOME STATEMENT INFORMATION 

All o the r  schedules  have been omit ted s i n c e  t h e  requi red  information i s  
not  present  o r  no t  present  i n  amounts s u f f i c i e n t  t o  r e q u i r e  submission 
of t h e  schedule,  or  because t h e  informat ion  requi red  is included i n  t h e  
f i n a n c i a l  s t a t emen t s  o r  t h e  no te s  t h e r e t o .  

(a)  (2) Exhib i t s :  (1) Statement of computations of earn ings  
pe r  s h a r e  f o r  t h e  f i v e  y e a r s  ended December 31, 1979. 

(2) A r t i c l e  V I 1  of By-Laws. 

(3) O f f i c e r s  and d i r e c t o r s  indemnity 
insurance  po l i cy  (Endorsement No. 9). 

(b) There w e r e  no r e p o r t s  f i l e d  on Form 8-K dur ing  t h e  
last  q u a r t e r  of 1979. 

Executive O f f i c e r s  of t h e  Reg i s t r an t  

The fo l lowing  is a list of t h e  o f f i c e r s  of t h e  Reg i s t r an t :  

Name - 
H a l  N. Carr 

O f f i c e r  
Age Since  T i t l e  

58 1947 Chairman of t h e  Board and 
management execut ive  

Frank W. Hulse* 67 1943 Vice Chairman of t h e  Board 

Bernard Sweet 

Robert L. Gren 

56 1950 Pres iden t  and Chief Executive 
Of f i ce r  

58 19 73 Senior  Vice Pres ident -  
Maintenance and Engineering 

Graydon H a l l *  58 1961 Senior  Vice President-Marketing 

Kenneth L. Hubertus 51 19 79 Cent ra l  Regional Manager- 
S t a t i o n  Operat ions 12/16/65- 1/01/76 

S t a t i o n  Operat ions 1/01/76- 7/01/79 

Ground Operat ions 7/01/79-11/01/79 

Manager- 

Vice Pres ident -  

Senior  Vice Pres iden t  
Ground Operat ions 11/01/79- 
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George J. Karnas 

Daniel  F. May 

G. F. Wallis 

J C  Constantz 

J. Kenneth Courtenay* 

John P. Dow 

A. L. Maxson* 

Michael D. Meyer 

Gowan J. Miller 

David E. Moran 

James F. Nixon 

V. C. P r u i t t *  

T. M. Shanahan* 

A. E. Warner 

C h a r l o t t e  G. Westberg 

Age 

49 

49 

56 

64 

52 

49 

44 

35 

58 

49 

39 

56 

46 

54 

62 

O f f i c e r  
S ince  

1973 

1962 

1965 

1978 

1961 

1959 

1968 

19 74 

1966 

1967 

19 70 

19 72 

19 74 

19 79. 

1962 

T i t l e  

Senior  Vice P res iden t - In f l igh t  
Se rv ice  

Senior  Vice President-Finance 

Senior  Vice Pres ident -F l ight  
Operat ions 

Vice President-Federal  A f f a i r s  

Vice President-Route 
Development 

Vice Pres ident  and Sec re t a ry  

Vice P res iden t  and Treasu re r  

Vice P res iden t  and Con t ro l l e r  

Vice P res iden t - Indus t r i a l  Re la t ions  

Vice President-Sales  and 
Customer Se rv ice  

V i c e  Pres ident -F inancia l  Planning 

V i c e  President-Atlanta  Base 
Maintenance 

V i c e  President-Flying 

Manager- 

Vice P res iden t  - Technical  Se rv ices  8/01/74- 7/01/79 

Maintenance 7/0 1 / 79- 

S t a f f  Vice Pres iden t  - 

*Former o f f i c e r s  of Southern Airways, Inc. 

There is  no family r e l a t i o n s h i p  among t h e  o f f i c e r s  of t h e  Reg i s t r an t .  A l l  
of t h e  execut ive  o f f i c e r s  l i s t e d  above serve at t h e  p l e a s u r e  of t h e  Board of 
D i r e c t o r s  except  f o r  H a l  N.  C a n ,  whose employment agreement w i t h  t h e  company 
provides  f o r  h i s  continued employment i n  a fu l l - t ime capac i ty  as a management 
execut ive  of t h e  company u n t i l  A p r i l  7 ,  1986, a t  an annual  s a l a r y  of no t  less 
t h a t  $200,000, and Bernard Sweet, whose employment agreement w i t h  t h e  company 
provides  f o r  h i s  cont inued employment i n  a fu l l - t ime  capac i ty  as a management 
execut ive  of  t h e  company u n t i l  A p r i l  5, 1983, at  an  annual s a l a r y  of n o t  less 
than  $200,000. 
payments i n  t h e  event  of t h e  dea th  o r  d i s a b i l i t y  of M r .  Carr o r  Mr. Sweet. 

The agreements a l s o  provide f o r  c e r t a i n  s a l a r y  con t inua t ion  
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They are a l s o  e n t i t l e d  t o  p a r t i c i p a t e  i n  o ther .  employee b e n e f i t s  provided by 
t h e  company gene ra l ly  f o r  i ts employees. 
agreement wi th  Frank W. Hulse, dated J u l y  28, 1978, providing f o r  h i s  continued 
engagement by the  Company as an  independent consul tan t  u n t i l  J u l y  1, 1984, a t  
a rate of compensation of $125,000 per  annum f o r  t h e  f i r s t  year  with annual 
i n c r e a s e s  of $5,000 each year  t h e r e a f t e r .  This  agreement a l s o  provides  f o r  
cont inua t ion  of c e r t a i n  payments i n  t h e  event of M r .  Hulse’s  death o r  d i s a b i l i t y .  
M r .  H u l s e  is  e n t i t l e d  t o  p a r t i c i p a t e  i n  o t h e r  h e a l t h  insurance  p lans  a f forded  
t o  o f f i c e r s  of t h e  Company during t h e  term of t h i s  agreement and t h e r e a f t e r  
on t h e  same b a s i s  as o t h e r  r e t i r e d  employees of t h e  Company. 

Addi t iona l ly ,  t h e  Company has  an 

A l l  of t h e  execut ive  o f f i c e r s  have been o f f i c e r s  o r  employees of t h e  
Reg i s t r an t  (or where ind ica t ed ,  p r i o r  t o  J u l y  1, 1979, by Southern Airways,  
Inc . ,  i n  c a p a c i t i e s  s u b s t a n t i a l l y  equiva len t  t o  t h e i r  cu r ren t  employment 
r e s p o n s i b i l i t i e s )  f o r  t h e  pas t  f i v e  yea r s  wi th  t h e  except ion of M r .  Constantz.  
M r .  Constantz w a s  t h e  head of t h e  Economic Analysis  Divis ion of t h e  CAB f o r  
more than f i v e  yea r s  p r i o r  t o  j o i n i n g  Republic. 

PART 11. 

Addi t iona l  r e fe rence  is made t o  t h e  R e g i s t r a n t ’ s  d e f i n i t i v e  proxy s ta tement  
dated March 7,  1980, f o r  t h e  1980 annual meeting of s tockholders  wi th  r e spec t  
t o  information covering Items 13 through 15 inc lus ive .  

SIGNATURES 

Pursuant t o  t h e  requirements of Sec t ion  13 o r  15(d) of t h e  S e c u r i t i e s  Exchange 
A c t  of 1934, t h e  Reg i s t r an t  has  duly caused t h i s  r e p o r t  t o  be  s igned on its 
behalf  by t h e  undersigned, thereunto  duly authorized.  

REPUBLIC AIRLINES, INC. 

Dated: March,$$, 1980 BY 
Michael D. Meyer 
Vice Pres ident  and Con t ro l l e r  

- 8- 
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AUDITORS I REPORT 

Stockholders  and D i r e c t o r s  
Republic A i r l i n e s ,  Inc.  

We have examined t h e  ba lance  s h e e t s  of Republic A i r l i n e s ,  Inc.  
( a  Wisconsin corpora t ion)  as of December 31, 1979 and 1978, and t h e  
r e l a t e d  s ta tements  of earn ings ,  changes i n  s tockho lde r s '  e q u i t y  and 
changes i n  f i n a n c i a l  p o s i t i o n  f o r  t h e  y e a r s  then  ended. Our e x a m i -  
n a t i o n s  w e r e  made i n  accordance w i t h  gene ra l ly  accepted a u d i t i n g  
s t anda rds  and, accord ingly ,  included such tests of t h e  account ing 
r eco rds  and such o t h e r  a u d i t i n g  procedures a s  w e  considered necessary 
i n  t h e  circumstances. 

I n  our  opin ion ,  t h e  f i n a n c i a l  s ta tements  r e f e r r e d  t o  above 
p resen t  f a i r l y  t h e  f i n a n c i a l  p o s i t i o n  of Republic A i r l i n e s ,  Inc .  a t  
December 31, 1979 and 1978, and t h e  r e s u l t s  of i t s  ope ra t ions  and 
changes i n  i t s  f i n a n c i a l  p o s i t i o n  f o r  t h e  y e a r s  t hen  ended, i n  
conformity w i t h  gene ra l ly  accepted account ing p r i n c i p l e s  app l i ed  on 
a c o n s i s t e n t  b a s i s  except f o r  t h e  change, w i th  which w e  concur, i n  
t h e  method of c a p i t a l i z i n g  i n t e r e s t  as d iscussed  i n  n o t e  B t o  t h e  
f i n a n c i a l  s ta tements .  

I n  connection with our  examinations of t h e  f i n a n c i a l  s t a t emen t s  
as of December 31, 1979 and 1978 and f o r  t h e  yea r s  t hen  ended, w e  
have a l s o  examined t h e  f i n a n c i a l  s t a t emen t s  and t h e  schedules  l i s t e d  
under Item 12(a)(1) and included he re in .  I n  our  opin ion ,  such schedules  
p re sen t  f a i r l y  t h e  informat ion  r equ i r ed  t o  b e  set f o r t h  t h e r e i n .  

dgi??4da/!d++47 exander Grant t Company 

.- 

Minneapolis, Minnesota 
February 25, 1980 

F- 1 
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E X H I B I T  (2)  

BYLAWS 

of 

REPUBLIC A I R L I N E S ,  INC. 

ARTICLE VII. INDEMNIFICATION OF OFFICERS AND DIRECTORS 

Each p r e s e n t ,  former and f u t u r e  d i r e c t o r  and o f f i c e r  of t h e  corpora t ion  o r  
any person whomay have served  a t  the  reques t  of t he  co rpora t ion  a s  a d i r e c t o r  or 
o f f i c e r  of  ano the r  co rpora t ion  i n  which the  corpora t ion  owns s tock  o r  of which i t  
s h a l l  have been ' a  c r e d i t o r ,  and t h e  personal  r e p r e s e n t a t i v e  of any such d i r e c t o r ,  
o f f i c e r  o r  person who is deceased, s h a l l  be e n t i t l e d ,  without  p re jud ice  t o  any o t h e r  
r i g h t s  he may have, t o  be reimbursed by the  corpora t ion  f o r ,  and indemnified by t h e  
co rpora t ion  a g a i n s t ,  a l l  l i a b i l i t y  and expense ( inc lud ing ,  without  l i m i t a t i o n ,  l e g a l  
expense) h e r e a f t e r  reasonably incu r red  by him i n  connect ion wi th  any claim, a c t i o n ,  
s u i t  o r  proceeding of whatever na tu re  i n  which he may be involved as a p a r t  o r  o ther -  
w i s e  by reason of t he  f a c t  t h a t  he o r  h i s  t e s t a t o r  or i n t e s t a t e  se rved ,  before  o r  
a f t e r  t h e  d a t e  of t h e  adopt ion  of t h i s  Bylaw, as a d i r e c t o r  o r  o f f i c e r  of t h e  corpora- 
t i o n  o r  of  such o t h e r  co rpora t ion ,  o r  by reason of any a c t i o n  a l l e g e d  t o  have been 
t h e r e t o f o r e  o r  t h e r e a f t e r  taken o r  omit ted by him o r  h i s  t e s t a t o r  o r  i n t e s t a t e  as 
such d i r e c t o r  o r  o f f i c e r ,  whether o r  no t  he cont inues  t o  be such d i r e c t o r  o r  o f f i c e r ,  
i nc lud ing  amounts pa id  o r  incu r red  i n  connect ion wi th  reasonable  s e t t l e m e n t s  made 
wi th  a v i e w  t o  cu r t a i lmen t  o r  avoidance of c o s t s  of l i t i g a t i o n  and wi th  t h e  approval  
of a ma jo r i ty  of t h e  d i r e c t o r s  of t h e  co rpora t ion  then  i n  o f f i c e ,  o t h e r  than  those  
involved,  whether or no t  such ma jo r i ty  c o n s t i t u t e s  a quorum. No such reimbursement 
or  indemnity s h a l l  relate t o  any l i a b i l i t y  or  expense incu r red  o r  se t t l emen t  made i n  
connect ion wi th  any matter a r i s i n g  ou t  of t h e  negl igence  or  misconduct of such d i r e c t o r  
o r  o f f i c e r  as determined e i t h e r  by a cour t  of competent j u r i s d i c t i o n  o r ,  i n  t h e  absence 
of such a de termina t ion ,  by such ma jo r i ty  of t h e  d i r e c t o r s  a c t i n g  on t h e  advice  of 
counsel .  The corpora t ion  and i t s  d i r e c t o r s ,  o f f i c e r s ,  employees and agen t s  s h a l l  not 
be l i a b l e  t o  anyone f o r  making any de termina t ion  as to t h e  e x i s t e n c e  o r  absence of 
l i a b i l i t y ,  o r  f o r  making o r  r e f u s i n g  to make any payment hereunder  on t h e  b a s i s  of 
such de termina t ion ,  o r  f o r  t ak ing  or  omi t t i ng  t o  t a k e  any o t h e r  a c t i o n  hereunder ,  i n  
r e l i a n c e  upon t h e  advice  of counsel.  



EXHIBIT 3 

ENDORSEMENT 
INSURED REPUBLIC AIRLINES) INC- 
WOoUCER MARSH E MC LENNAN, INC. 
W E  EF+Q?XIVE DATE OFTHIS ENDORSEMENT I S  JULY 1, 197 9. 
IYPE :OVERAGE DIRECTORS E OFFICERS LIABILITY 

POLICY 
NO. 

134719 
AEB 

ADD I T I ONAL PREutUM TOTAL 

$10)  049.00 $ 1 0 , 0 4 9 - 0 0  . 

IN CONSIDERATION OF THE ADDITIONAL PREMIUM CHARGED HEREON, 
IT IS UNDERSTOOD AND AGREED THAT CLAUSE 5. LIMITS AND RETENTION 
(B) AND THE DECLARATIONS ARE HEREBY AMENDED AS FOLLOWS: 

WHEREVER $50000 ,000 .00  APPEARS IT IS AMENDED TO 
READ $7,500,000.00. 

JOTHING HEREIN CONTAINED S H A U  BE HELD TO V&RY. ALTER. WAIVE OR EXTEND ANY OF THE TERMS. CONDITIONS. O R  LIMITATIONS OF THE 
OLlCY TO WHICH THIS ENDORSEMENT 15  AlTACHLD OTHER THAN AS ABOVE STATED. 

F E B . ,  1980 .  
3 A Y  O F  3 Y  

19BH 
TU15 

&TED C H I C A G O ,  ILLINOIS 
A: 

ORlZED RLPRCSLSTATIVL 
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SECURITIES AND EatcBANcE COMMISSION 
Washington, D. C. 

20549 

MNUAL BEPORT PURSUANT TO SECTION 13 OR 15 (d) OF 
THE SECUBITIES EXCBBNCE ACT OF 1934 

For the fiscal year ended D e c e m b e r  31, 1978 -si= file number 1-7169 

mRTEcmTRALAIRLIms* mc. 
(Exact name of registrant as speciffad in its charter) 

tJisconsin 
(State  of other  jurisdiction of incor- 
poration o r  organization) 

. 41-0728838 
(1.R.S. Employer 
Iderr+ificotiop HO. ) 

7500 Northliner Drfvc. pllmreapolis. Mirmesota 53450 
(Address of p r i n c i p d  executive officpu) ( U p  Cadel 

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

SecnritfeS regjstered pursuant t o  Section 12&) of the Act: 

T i t l e  of each dass  
Namc of eactr rrchroge 
00 which registered 

commerp stock ($.20 p a r  value) 

marrants t o  purchase COmmoD 

New Yo* Stock Exchmga 
and m e s t  Stock Exchange 

stock (S.20 par value) New York Stock Exchange 

Secur i t ies  registered pursuant t o  Section 12(g) of the Act :  

Indicate by check mark whether the  registrant (I) has f i l e d  alf reverts 
required t o  be filed by Sectiorr 13 o r  U(d)  of the Secur i t ies  Excbnge Act 
of 1934 duting the preceding K months (or for such shor te r  pcrfod that 
t he  registrant was raquirad t o  f f l e  such reports)  ,. and (2) has bear subject  

Indicate  the number of shares outstanding of each of the issuer's classes 
of co~pmc~l stock as of the close of the  period covered by this report. 

t o  such f i l ing  requfrauents for the past  90 days. Yes X xo - 

12,366,031 



PART I. 

I t e m  1. BUSZNESS 

NBTUBE OF OPEBBTION 

North C e n t r a l  firlines, Inc. (hereinafter called the "company" or 
"North Central"1operates a regional airline providing scheduled 
service for passeztgers, mail and property on a regular b a s i s  to 
103 cities ip the following twenty states and two Canadian pro- 
vinces: MZOM, Colorado, Florida, Georgia, I u f n O i S ,  krdiana, 
Iowa, Maryland, kssachwetts, Michigan, Minnesota, Hisso&, 
Nebraska, New Pork, North Dakota, Ohio, Pemrsylvania, South Dakota, 
Texas,  and U i s c o ~ i n ,  under a Certificate of P u b l i c  Convenience 
and Necessity issued by the C i a  Aeronautics Board (''CAB'* or the 
"Board"), The company also operates charter flights throughout 
the United States and in foreign countries. The cornpay operates 
36 Douglas DC-9's including one op skort-term lease from another 
carzier and 24 Convair 580's over 23,050 route miles with 
MinneapoUdSt .  Paul as the hub of the system. 
airline" or "regiunal carrier" I s  used t o  identify local s-ce 
interstate carriers as distinquished from lorrg-haul o t  t d  
afrllnes* 

The term "regional 

OPEBBTDIG DAZA. 

The folloving is a sumnary of operatbg data relating to the 
company ' s business : 

Years ended December 31 
1978 19 77 1976 19 75 19 74 

Revenue passenger (000) . 
Bevenue U e s  fluwn (000) . . 
Passengers carried. , . . . 
Passenger load factor . . . . 
Average revenue passeuger load. 
X a i l  carried (in puuads) (000). 
Cargo cartied (-in pounds) (000) 
Bevenue ton miles flown 

( a l l  s e d c e i s )  (000) 
Passenger . . . . . . . . . 
u. s. Nail.. . . . . . . . 
Xfr Freight . . . . . . . . 

To t a l  

1,925,450 
36,874 

6,911,130 
56.9% 

0 30,862 
71,990 

52.2 

192,545 
5,178 

12.441 
210,164 

1,392,406 
33,343 

5,547,065 
48.71: 
41.8 

25,663 
60,928 

t39,24 1 
3,988 
IO, 010 

153,239 

1,179,144 1,071,638 
30,810 29,748 

4,969,264 4,580,521 
48 . 2% 48.0% 
38.3 36.0 

27,912 24,328 
.56,508 51,426 

117,914 107,164 
3,826 3,295 
9,227 a ,  408 

130,967 u a , ~  

1,060, a65 
29,055 

4,546,209 
49 . 3% 
36 -5 

23,311 
61,162 

106,08 - 
3,03t 
9,555 

118,671 

-2- 



Years ended December 31 
1978 1977 1976 1975 

M a i l  revenue p e r  ton mile . . .  (A) . . .  76.9~ 123.7~ 
Cargo revenue per  ton mile (exp., frt.) . 158.7~ 136.7~ 
Passenger breakeven load f ac to r  

Percent of publ ic  service revenues 

Number of route  miles operated - 
Number of airports served - 
Number of aircraft  Operatad - 

c4 

vi thout  Subsidy 50.62 47.4% 

t o  t o t a l  revenue. . . . . . . . . . . .  4.08X 5.71% 

end of period . . . . . . . . . . . . .  23,050 10,862 

e n d o f  p e x i o d . .  . . . . . . . . . . .  82 71 

DOU- DC-9-5O'S. . . - . . 16 9 
Douglas DC-9-30's. . . . . . . . . . .  20 20 
Canvair580's. . . . . . . . . . . . .  24 26 

end of period: 

48.0% 49.4% 

6.963 7,472 

10,862 10,230 

71 70 

6 - 
21 21 
28 30 

c 

I974 

67.4~ 
8 5 . 4 ~  

46.7% 

8.00% 

IO ,230 

70 

- 
19 
31 

(A) During 1977 the  compury recognized $1,932,000 of m a i l  revenue which applied to prior 
periods as discussed below. 

M A R  PAY 

The company receives compensation from the  Federal  Government for the  
Such compensatory mail t ranspor ta t ioo  of mail at rates f ixed  by the  CAB. 

pay is based 0x1 the  acfual number of ton tuiles of mail enplaned and the  
mileage over which such mail is transported,  - 

In December of 1977 the CAB issued an order es tab l i sh ing  new temporary 
mail rates in connection v i t h  its Domestic S e H c e  M a i l  Rates Iaveat igat ion,  
Bs a result of tbLs order the company has recognized $2,733,000 of 
addi t iona l  reven- in 1977. Approximately $1,932,000 of this re t roac t ive  
amount applied to  the  period March 28, 1973 through December 31, 1976. In 
November 1978 the  f i n d  razes were establ ished with no adjustmeat in reveuue 
for the company. 

North Central receives federa l  funding c l a s s i f i e d  as "Public Service 
Xeveaues," which a r e  provided t o  compensate fo r  serrring s m a l l  and intermediate  
size cmmnuaities t h a t  generate in su f f i c i en t  t r a f f i c  t o  f u l l y  support pro f i t -  
ab le  air senice. The s t a tu to ry  basis for these paymeats is contained i n  
Section 406(b) of the  Federal Aviation Act. I n  October,.1978, t he  Air l ine  
Deregulation Act of 1978 w a s  enacted in to  law which amended Section 406(b) 
and added a new provision, Section 419, r e l a t ing  to  payments for providing 
"essent ia l  a i r  t ransportat ion semices." 
cease January 1, 1986 and payments under Section 419 w i l l  end October 24, 1988. 

Payments under Section 406 (b) w i l l  

-3- 
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The a m u n t  of such payments is deternfned by t h e  CA% on the basis of 
its evaluat ion of t h e  amount of revenue needed t o  meet operat ing expenses 
and provide a reasonable ret- 051 investment with respect to eligible routes-  
Publ ic  serrrice revenues f o r  t h e  period January 1, 1978 through June 30, 1978 - 
were computed and p a i d  under the  provfsions of Class Rate VIII. which had 
been in effect since J u l y  I, 1976. Effec t ive  January 1, 1978, the CAB in- 
creased North Cmtral's manfrmlm annual public  seNice revenues based on its 
then level of operations t o  $13,770,00Q from t h e  previous figure of $13,327,000 
w h i c h  had become effective J u l y  1, 1977. 

The CAE has proposed Class Bate Ix t o  become effective July I, 1978, 
however, a jo in t  object ion t o  same of the provisions of th i s  rate has been 
f i red by the regional airlines, and a t  this time uo final rule making has 
been issued by the Board. Estimates of revenues due under t h e  new rate w e r e  . 
based upon figures proposed by t h e  CAB as they affect North Centra l .  Class Bate 
TX and subsequent rates w e r e  a f f ec t ed  by t h e  Airline Deregulation Acr of 1978 
w i t h  respect  t o  the o f f s e t t b g  of certain revenues not r e l a t i n g  t o  subsidy- 
-le serrrices. Effective October 24, 1978, non-related revenues map not 
be o f f s e t  against a d e r ' s  need on the e l i g i b l e  portion of its systera, 

- 

From Jaauarp I, 1983 until January 1, 1986, Xorth C e n t r a l  will be  
eligible t o  receive publ ic  service revenues under Sectiou 406b). b u t  the 
b a s i s  for determining these pannents is sub jec t  t o  change.. Ia addi t ion,  
after January 1, 1983, other air carriers may seek to replace North C e n r r a l  
as the carrier receiving pub l i c  semice revenues f o r  s m c e  t o  U g i b l e  
points, 
show its proposed semice would result In a s u b s t a n t i d l  bprovement ia t h e  
air serdce being pmvided and a reduction in the amount of a compensation 
required t o  continue the  essential a i r  t r anspor t a t ion  s e d c e  t o  the eligible 
po in t s  involved, 

The CIlB w i l l  grant such applfcat ions if the applying carrier can 

DEVELOPMENT 

Over t h e  pas t  several years  North C e n t r a l  has applied to the CAB for 
a substa~tfal number of a d d i t i d  routes. 
C e n t r a l  has been awarded a number of new routes of the longer nou-stop 
variety. 
of hop" as w c l l  as -rave its scheduling f+&ility and b e t t e r  u t i l i z e  
its f l e e t .  
fncremental expenses a t r r i b u t a b l e  t o  the leugfh of a flight are r e l a t i v e l y  
small. 

During this period North 

These rou te s  have enabled North C e n t r a l  t o  increase its "length 

The longer non-sfop n i g h t s  have helped reduce unit  c o s t s  s h c e  

-4- 
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Since January 1, 1977, the company has instituted service on the 
following routes: 

- Route Inaunurat ion 
Detroit-Boston. . . . . . . . . . . . . . . . . . .  
Bismarck/Mandan-Fargo/Moorhead-Minneapoli/St . Paul 
Detroit-Baltimre . . . . . . . . . . . . . . . . .  
Detroit-Atlanta . . . . . . . . . . . . . . . . . .  
Milwaukee-Philadephia . . . . . . . . . . . . . . .  
Hilwaukediiand . . . . . . . . . . . . . . . . . .  
Milwaukee-Tampa/St. Perersburg. . . . . . . . . . .  
Detroit-Syracuse. . . . . . . . . . . . . . . . . .  
Detroit-&ouston. . . . . . . . . . . . . . . . . .  
Detroit-Pt. Lauderdale. . . . . . . . . . . . . . .  
Detroit-Sarasota/Bradenton. . . . . . . . . . . . .  
Detroit-West Palm Beach . . . . . . . . . . . . . .  
Chicago-West Palm Beach. . . . . . . . . . . . . .  
Boston-Syracuse.. . . . . . . . . . . . . . . . .  
Mixmeapolis/St. Paul-Detroit . . . . . . . . . . .  

Cincinnati-Philadelphia . . . . . . . . . . . . . .  
Minneapolis/St. Paul-Denver/Tucson. . . . . . . . .  

. .  . .  . .  . .  . .  . .  . .  
0 -  .. . .  . .  . .  . .  . .  . .  . .  . .  

January, 1977 
May, 1978 
August, 1978 
September, 1478 
September,l978 
December, 1978 
December, 1978 
December, 1978 
December, 1978 
December, 1978 
December, 1978 
December, 1978 
December, 1978 
December, 1978 
December, 1978 
December, 1978 
Decunber, 1978 

Nrrmerous route applicationa are pow pending w i t h  the CAE and North Central 
has recently received route awards aad authorizations for service which have 
not yet beat implemented. 
statute, North Central's management expects that further inauguration of new 
service w i l l  not be as limited by its ability to receive new route awards from 
the CAB as it bas been in the past. 
facilities and personnel as well as competition on routes are expected to be 
more siwicant factors to future operations and route development than they 
have previously been. I 

Because of the recent changes in the regulatory 

Ability to provtde service w i t h  equipment, 

The campany carries insurance of types customary in the airline industry 
The and in amounts deemed adequate to protect the company and its property. 

p r i n c i p a l  coverages include public l iabi l i ty ,  passenger liability, baggage 
and cargo liability, property damage, worker's compensation, loss or damage 
to flight equipment, and fire insurance on contents of hangars and buildings 
used by the company. 

COMPETITION 

North Centrad is subject t o  competition in varying degrees between all 
the points served by it from surface carriers of various kinds. 
Central provides feeder serPice to many swaller markets in vhich no other 
regional 0'1 truak airline operates. 
served by commuter air carriers which are not certificated by the CAB, but 
the extent of such competition is-not substantial. 
Central generated 46% 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. In 1978 and 1977, North Central generated 
54% and 42%, respectively, of its revenue passenger miles from such routes. 

North 

Soma of these smaller markets are also 

In 1978 and 1977, North 

- 
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For the tuelve month period ended September 30, 1977 and 1978, t he  top market 
accounted f o r  7.8% and 8.2%, respec t ive ly ,  of t he  revenue passenger d e s  
for scheduled service and t h e  top tea markets accounted for 44-42 and 
48.0%, respect ively.  
rou tes  where North Centxal competed with one or  snore tnmk line carriers, 
reg iona l  carriers o r  commuter c a r r i e r s ,  except f o r  markets which repre-  
sented 7.8% of the scheduled revepuo passenger a e s  during the  1977 period 
and 9.1Z during t h e  1978 period. 
kt, Xorth.Central expects greater competition in terms of rates apd fares. 

During these  per iods t h e  top ten markers were on - 
With the  enactment of t he  Deregulation 

AID 

On Jasuarg 1, 1971, North C e n t r a l  became a p a r t y  to  the Hut& Aid 
Agreement in effect between most of the United States scfieduLed c e r t f f i c a t e d  
rir carriers. Pursuant t o  the terms of the Agreement, participating d e r s  
agree t o  &e payments on a formula b a s i s  to  any carzier whose operat ions 
are c u r t a i l e d  by virtue of a strike. 
pa r ty  t o  t h e  Agreement pays a s t ruck  carrier a m u u t s  equal t o  certain windfa l l  
revenues a t t r i b u t a b l e  to the strike, less add i t iona l  direct expenses incident 
thereto. & addi t ion ,  a struck c a d -  receives supplemental payments vhich 
together ufsb such windfall revenws, equal 50% of the sczuck carrier's 
=mal air t r anspor t  operating expenses d.rPLng.the first two weeks of a str ike ,  
45% during the  t h i r d  week, 40% during the fourth w e e k  and 35% thereafter. 
abligationa for such supplemental payments are limited to an axmual ma&nman 
UabiUty in respect  of any p a r t y  of lZ of its transport  opera t ing  revenues 
for the previous calendar year.  

Under the Xutual Bid Agreemaat, each 

The Deregulatian Act disapproved the Xutual Aid Agreement, but  permits a 
=re Usired version meeting certain requirements. 
p resent ly  consider ing auy proposal f o r  a revfsed wtual aid agreement cop- 
forming to the spec i f i ca t ions  of t he  new law. 

North C e n t r a l  is n o t  

In 1978, a p a r t y  to t he  Mtltual Bid Agrement experienced a prolonged 
strike of 109 days. 
with t h e  s t ruck  c a d e x .  Uhile the exact iapacr of the strike 011 North 
Centrdl's 1978 reveaues and earnipgs carmot he fully determined, t?le increases 
in passenger revenues due t o  t h e  strike were substanttaJ. and North C e n t r a l  
bel ieves  tbat the strike contr ibuted t o  irs  1978 profitability. 

Xorth C e n t r a l  flies a uumber of routes  in competition 

R s m u T I O N  ACVD FARES 

The conqrary is subjec t  t o  the j u r i s d i c t i o n  of the CAB and t he  Federal  
A a t i o p  1 L W - t -  ("FAA"), both of w h i c h  exescfse regulatory a u t h o r i t y  
over air Carriers pursuant to the Federal APiation bct of 1958, as ameaded, 

Until r ecen t ly  amended, t he  Federal  Aviation A c t  es tab l i shed  a pems ive  
system of economic regulation of airlines. 
c lose ly  regulated as well as =st agreements concerning a i r  carriers and 
various mergers, acqu i s i t i ons  o r  Fnterlocleing r e l a t i o n s h i p s  inwlvfng a i r  
carriers o r  o ther  persons engaged iu a phas.3 of aeronautics. 
1977 t he  Federal. A v i a t i o n  A c t  was amended t o  s u b s t a n t i d l l y  eltminate rep- 
la t ion of air cargo en t ry  and rates. On October 24 ,  1978, t he  Airline 
Deregulation Act of 1978 ("Deregulation Act") was enacted i n t o  law and sub- 
s t a n t i d l l y  a l t e r e d  r e g u l a t o q  policies aad procedures v i t h  a v iew w a r d  

Route au tho r i ty  and rates w e r e  

On November 6, 



I 

ending most forms of economic regulat ion of domestic air  t ransportat ion.  
Deregulation A c t  a l s o  abol ishes  the CAB on January 1, 1985. 
n i f i c a n t  provisions of the  Federal  Aviation A c t  as amended by the  Deregulation 
A c t  are discussed below. 

The 
The more sig- 

. Xn determining "public i n t e re s t "  
and "public convenience and necessity"- t he  touchstones of t he  CAB'S regulatory 
authori ty- the Deregulation Act d i r e c t s  the CBB t o  place maximum r e l i ance  on 
competitive market forces,  actual and po ten t i a l  competition, encouraging 
e f f i c i e n t  and low p r i c e  air services, avoiding unreasonable industry concen- 
t r a t ion ,  encouraging new en t ry  i n t o  air transportation, strengthening of 
amaU air carriers, and m f n t a h f n g  a comprehensive and convenient network 
of semce t o  small communities. 

Pol icy Statement of t he  Deregulation Act. 

Route Authority. C o n s i s t e n t  with the increased emphasis on competition, 
the  Deregulation Act provides that regulation of route  au thor i ty  vill ternd- 
Date on January 1, 1982. In  the meantime, t he  CAB is authorized t o  e s t a b l i s h  
-edited naa-hearing procedures f o r  grant ing new routes and TuPoviag  rou te  
r e s t r i c t ions .  A presumption is made in favor of grant ing all mute appl ica t ions  
of persoas found f i t  to  sagage in air transportation. 
deadlinem a r e  also establ ished t o  assure prompt action by the CAB on these 
matters. In addi t ion,  the Federal  Aviation A c t  nuw provides, subject  to  certain 
l imi ted  exceptions, f o r  the  automatic grant of nonstop rights t o  the f i r s t  
appl icant  seeking t o  replace another carrier on t h e  unused nonstop au tho r i ty  
of t h a t  other air carzter aad f o r  the automatic grant t o  each air carrier of 
nonstop r i g h t s  between one c i t y  p a i r  of its choosing f o r  each of the  three  
years 1979, 1980 and 1981. The CAB'S p a r e r  t o  exempt air carrfers from t he  . 
c e r t i f i c a t i o n  requiremeats has also been broadcned, and a spec i f i c  exemption 
is provided for d p s t i c  a i r  carrters which operate  so l e ly  a i r c r a f t  w i t h  a 
maxhum capacity of lese than 56 passengers. 

V a r i o u s  procedural 

Suspensions of Service. CAB appmval is no lunger required f o r  carriers 
t o  discontinue s e d c e  t o  a point. 
notice p r i o r  t o  discontinuing se-ce. 
t o  such pout would f a l l  below the  level of "essential" air  transportation, 
the  CAB may requi re  the  carrier t o  continue serving the point f o r  addi t iona l  
30 day periods u n t i l  a replacement carrier is found. In such event, the CAB 
must compensate the  carrier f o r  l o s ses  incurred during such additional periods 
of sesrrice t o  the point. 

A carrier must, however, give 90 days 
If the  CAB determines that service 

' 

Rates atud Pares. Regulation of passenger f a r e s  by t he  CAB w i l l  terminate 
on January 1, 1983. 
as much as 50% per  year below the  standard industry f a r e  level aad after 
July 1, 1979, may raise f a r e s  as umch as 5% per year in markets which are 
substantirrly.competitive. 
f a r e  changes outside t h i s  range after considering the  new po l i c i e s  calling 
f o r  greater re l i ance  cm competitive market  forces. The CAB'S power t o  set 

Postal  Semice.  

In  the  meantime m e r s  may lmer f a r e s  in all markets 

' 

The CAB retains the power t o  approve o r  disapprove 

. mail r a t e s  continues u n t i l  January 1, 1985.vhen it is transferred t o  the  

- 
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The FAA's author i ty  covers t he  s a f e t y  of f l y b g  operat ions general ly ,  
fncfuding regula t ions  as to equipment used, ground f a c u i t i e s ,  a i r p o r t  securi-ty 
and o the r  technical matters. The FAA prescr ibes  certain safety standards,  
indudfag t h e  number of hours which air-frames, engines and o ther  aircraft 
components can b e  operated before  being overhauled. 

I .. 
Pursuant t o  the Noise Control A c t  of 1972, t h e  FAA d empowered t o  

promulgate regula t ions  comer ing  a i r c r a f t  noise. 
FAA, following a November 1976, Department of Transportat ion ("DOT"} Aviation 
Noise Abatement Policy Statemerrt, es tab l i shed  regula t ions  which required 
the  company to e i t h e r  r e t r o f i t  o r  rep lace  j e t  engines, which erceed the 
es tab l i shed  -noise level, by January 1, 1983. 
18 DC-9-30 a i r c r a f t  b e  engines which vill have t o  be modified. 
p rec i se  f i g u r e  is not  ava i lab le ,  it i s  estimated that t h e  cost to r e t r o f i t  
t h e  engines vill be $4,500,000. 

In December 1376, the 

Ln the present  f l e e t ,  
While t h e  

In Jaauary, 1977, t h e  ddmFnistration requested Congress t o  consider 
legislatiaa providing f o r  Federal  funding f o r  r e t r o f i t t i n g  and/or re- 
placement or' aircraft. On September 14, 1978, t he  House of Representat ives  
passed a b i l l  (H.B. 8729) providing Federal  ftmds for up t o  90% of tha 
r e t r o f i t  cos t ,  as determined by the DOT, f o r  each aircraft r e t r o f i t t e d ,  up 
t o  75% of tbe cos t  of replacing engines on aircraft not  in camp-e uirS 
t he  Federal  regulations and up to 40% of the replacement c o s t  f o r  each 
airczaft replaced. 
t h e  Second Session of t h e  95th Congress, t he  proposal must be reintroduced 
before  it cap b e  cousiaered by e i t h e r  t he  House o r  the Senate. 
d i spos i t i on  of these proposals m o t  be predicted a t  this t4-. 

Since the  Senate did not pass simtlnr l e g i s l a t i o n  during 

The ultimate 

. The Post Off ice  Depakment a l s o  €& juris-kction over a p a r t  of t h e  company's 
operation. T h i s  relates t o  the f a c i l i t i e s  deal ing Vi*& t he  t r anspor t a t ion  of 
mail and the senices connected therewith. Labor relations in the air =as- 
p o r t  industry are regulated under t h e  Railway Labor Act, as amended. 
of the use of rad io  f a c i l i t i e s  in its operat ions,  the company is also sub jec t  
t o  the  C o d c a t i o n s  A c t  of 1934, as amended. In addition, the  C a n a d i a n  
government has j u r i s d i c t i o n  over the  company's au tho r i ty  between Canada and 
t h e  United S t a t e s .  

By reasan 

There are present ly  pending in various states proposals  f o r  regula t ion  
of no i se  levels and emission of po l lu t an t s  by all airlines. 
complying w i t h  the proposed state regulations mUtd involve s u b s t a n t i a l  
add i t iona l  expense. 
lacion are preenpeed by t h e  Federal  regulat ion of its activities. 

The c o s t s  of 

The company be l ieves  t h a t  such area8 of state regu- 
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In  p r i o r  periods, p r inc ipa l ly  1973 through 1976, North C e n t r a l  experi- 
enced grea t  d i f f i c u l t i e s  in obtaining necessary amounts of fuel. 
loca l ized  shortages are being experienced due t o  the Iranian s i tua t ion .  
Scheduled semice i s  being se l ec t ive ly  reduced as a way t o  conserve f u e l  
and the  company expects t o  be ab le  t o  continue service t o  aU cities. 
cos t s  have represented an increasing percentage of operating expenses. 
foflowing t a b l e  sets fo r th  North Central's f u e l  cos t s  f o r  the last f i v e  years: 

Currently 

Fuel 
The 

Year ended December 31 
1978 1977 1976 1975 1976 

Weighted Average Cost Per 

Tota l  Gallons Consumed 
(000). . . . . . . . . . 106,082 93,216 84,112 77,452 74,640 

Tota l  Fuel bpensa(000) . $43,012 $34,662 $27,223 $23,918 $14,758 

Gallon . . $ -4030 $ e3705 $ -3223 $ -3065 $ -1943 

Subs tan t ia l  reductions in fuel suppl ies  and/or increases fn fuel prices ,  if 
uot o f f s e t  by r e l a t e d  f a r e  increases, could have a.mnterial adverse effect 011 
the operations and earnings of North C e n t r a l .  

The Mandatory Fuel Allocation Regulations adopted by the Federal Energy 
Adndaistratiop ("FEB") pursuant t o  the  Emergency Petroleum Allocation A c t  
of 1973 impose a l loca t ion  and p r i c e  cont ro ls  on je t  fuel. 
and Consemation A c t  of 1975 and the  Department of Energy Organization A c t  
of'1977 continued the authorf ty  of FEA controls ,  with c e r t a i n  changes. 
Pursuant t o  those Acts, the  Department of Energy on February 12, 1978 issued 
a preliminary report which concluded that av ia t ion  j e t  fuel should no longer 
be subject  t o  allocation and p r i ce  regulations and proposed t o  terminate 
these  regulations. Public hearings on t h i s  proposal have been held, and 
af ter  revieu by the Federal Energy Regulatory Conmdssion and submission to 
the  Congress (where e i t h e r  the  Senate o r  House could overrule the  proposal 
w i t h i n  f i f t e e n  days a f t e r  submission), the  regulations w i U  terminate. It 
is now expected tha t  t he  regulat ions will terminate some t i m e  during 1979 
d that as P result all air carriers, including North C e n t r a l ,  could incur 
subs t an t i a l  addi t iona l  f u e l  cos t  increases. In addition, President  Carter 
has recounnended t o  Congress changes in the  &st ing  lavs imposing cont ro ls  
on the  p t i c e  of domestfc U.S. crude oil. 
adopted, t he  cos t  of domestic U.S. crude oil w i l l  approximate the  cost of 
foreign crude oil. 
of imported crude oil continue t o  escalate. 
increase the  p r i c e  of U.S. petroleum products, Including av ia t ion  fuel. 

EMPLOYEES 

The Energy Pol icy - 

If these recammendations are 

Further increases  by OPEC producers could see the  cos t  
These events could subs t an t i a l ly  

- 
As of December 31, 1978, t he  company employed approximately 4,460 persons, 

subs t an t i a l ly  all of whom a r e  represented by unions. 
been sa t i s f ac to ry  and there  have been no work stoppages o r  strikes. 

Employee relations have 



PIcDP0Si.D MERGE3 

On September 5 ,  1978, t he  company and Southern Airways, Inc. executed 
an Agreement and Plan of Merger containing t he  d e f i n i t i v e  term and cou- 

Agreement p r o d d e s  a formula w h i c h  results in t h e  conversion of one share 
of Southern common stock, -changed on the effective date of t h e  merger, 
for 2.1 shares  of t he  company's stock, 
Aeronautics Board Law Judge i s sued  an initial decis ion  favoring the merger, 
and on February 22, 1979, stockholders of both companies approved the 
merger. 
and the President  of the  United States. 

ditions of t he  merger of Southern w i t h  and into the company. The Merger 
_LL 

On February 9, 1979, a C i v i l  

Consummation is subjec t  t o  t h e  approval of lenders ,  the CAE 

Beference is made t o  the Company's d e f i n i t i v e  proxp statement and 
prospectus dated January 9, 1979 for the Specia l  Meeting of Stoddxolden 
and incorporated as an attachment herewith. 
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NoBTIfcENTmLAIIaINEs, mc. 
NOTES TO SUllMARY OF OPERATIONS 

Five years  ended December 31, 1978 

(1) PUBLIC SEBVICE BEvEN[JEs 

As a reg iona l  carrier. the  company receives publ ic  serrzice 
revenues f o r  servlpg smaU and intermediate  size connmmities w h i c h  
do not generate  sufficient t r a f f i c  t o  f u l l y  support p r o f i t a b l e  air. 
s-ce. 
Aeronautics Board on the b a s i s  of its evaluat ion of the amount of 
revenue needed t o  meet operat ing expenses and provide a reasonable 
return on investment wi th  respec t  t o  e l i g i b l e  routes. 

The mount of such payments is determined by t h e  C i v i l  

--- _- - _ _  . .-- --- ---- -- -. -.- ' - 
Publ ic  serrrice revenues for t h e  per iod January 1, 1978 through Jrme 30, 
1978 w e r e  computed and paid under t h e  provisiaps of Class Bate VXII, 
which had beea in e f f e c t  since July 1, 1976. The CAB has proposed 
Class Bate 'Lx to becomc e f f e c t i v e  July 1, 1978, however. a j o i n t  
objection t o  some of the p r o d s i o a s  of t h i s  rate has been f i l e d  by 
the reg iona l  airlines, and at  this t ime no f i n a l  rule making has been 
issued by t he  b a r d .  Estimates of revenues due under the new rate w e r e  
based upon f igu res  proposed by t h e  CAB as they a f f e c t  North C e n t r a l .  
Class Bate and.subsequent r a t e s  were affected b y - t h e  Birllrre Derew- 
l a t i o n  Act  of 1978 v i t h  respec t  t o  the o f f s e t t i n g  of certain revepues 
not r e l a t i n g  t o  subsf'dy-eligible serrrfces. Effec t ive  October 24, 1978, 
non-related revenues may not be o f f s e t  aga ins t  a carrier's need on the 
e l i g i b l e  p o r t i o a  of its system. . 

NET -GS PER SEARE 

, - -  . . - .-- 

Primary n e t  earnings p e r  share f o r  t he  years  1977, 1976, 1975 and 
1974 were computed by dividing n e t  eaxnlngs by t h e  weighted average 
number of commn shares  outstanding f o r  the period (12,328,158 in 
1977; l2,164,424 in 1976; 12,212,427 in 1975; and 12,432,869 in 
1974). Commpn equivalent shares  f o r  t he  opt ions and warrants and 
adjustments t o  ne t  earnings from their assumed exercise were excluded 
from t h e  computations f o r  t h e  above mentfoned periods since their 
inclusion would have been a u t i d i l u t i v e  o r  would not have resulted in 
material dilution of earnings p e r  share. 

Fully d i l u t e d  aarnings p e r  share  f o r  the years  1977, 1976$ 1975 and 
1974 are not presented since the  computations would not have resulted 
la  material d i l u t i o n  of earnings p e r  share. - : 
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x o m  CENTRAL AIXLINES, INC. 

NOTES TO SUMMARY OF OPERATIONS 

Five years ended December 31, 1978 

- -  

Primary n e t  earnings per  share f o r  1978 w e r e  computed by dividing 
adjusted ne t  earnings by the  weighted average number of common shares 
and commm equivalent shares outstanding (13,027.063). 
lent shares result from t he  assumad exercise of stock option8 and 

a s s d  t o  be purchased using the "treasury stock" method is less than 
the 202 limitation, no adjustment is required t o  net earnings. 

Fully d i lu t ed  earnings per share is not presented for 1978 since ir is 
t&e sanm as primary earnings per  share. 

Comrmm equfVa- 

warrants using the "treasury stock" method. Since the  number of shares . -  

The company has pension plans f o r  subs t au t i aUy  all of its employees 
and funds 1 t s . c u r r e n t  expense of normal coats  and amortization of 
p r i o r  service c o s t s  over 40 years. 
is applied t o  the  unfunded p r i o r  service cost. 
detarmlned d e r  the unit credit and aggregate frozen liability methods. 
Tota l  pension crpense was: 
1976 - $5,282,000; 1975 - $4,489,000; 1974 - $4,130,000. 
A t  January I, 1978, the latest a c t u a r i a l  valuation date, t h e  t o t a l  
market value of fund assets exceeded t h e  a c t u a r i a l l y  computed value 
of vested bene f i t s  f o r  all plans  by appro-tely $2,691,000. 

Asset appreciation o r  depreciation 
Pension funding is 

1978 - $7,703,000; 1977 - $6,346.000; 

M A N A m ' S  DISCUSSION AM) ANALYSIS OF EARNINGS 

For a d d i t i o p l  information r e l a t i n g  t o  the  S&ry of Operations 
see Financial Review on Pages 4 and 5 of North Central  Air l ines ,  Inc. 
1978 Annual Report: to stockholders incorporated here in  by'reference. 
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The company operates Douglas DC-9 fan jets and Convair 580 prop jet,o- 
as Fndicated in the t a b l e  below. 

Aircraft Seating Number of Aircraft 
Tvoe Caoaci ty  - Owned Leased On Order 

DC-9-50 130 15 1 11 

nc-9-30 io0 15 5 0 

- - CV-580 48 24 

3 727-200 164 - - 
The 24 CP-580's and 30 DC-9s are owned by the coatpauy sub jec t  t o  

outstanding c h a t t e l  mortgages. Five DC-9-30 a i r c r a f t  are operated under 
long-tern leases and one DC-9-50 aircraft is operated under a short-term 
lease. 

The company has purchase agreements with McDonneU Douglas Corporation 
f o r  the purchase of eleven (11) DC-9-50, L30 passenger aircraft for delivery 
during 1979 aud 1980. The a p p r o x b a t e  t o t a l  c o s t  of this equipment purchase  
w i l l  be $125,900,000. 

In Januarp 1979 the company signed a let ter of intent vith provfsfon f o r  

The approxi- 
cance l la t ion ,  t o  purchase four (4 )  McDoaneLl Douglas Corporatfoa DC-9-80 
afrcrar't and obtained options on four (4 )  add i t iona l  aircraft. 
mate t o t a l  cast of this equipment purchase vfll be SL04,600,000. 

Durfng 1978, the company signed a purchase commltrPent with optioas  to 
cancel prJ,or to July 1979, vith Boeing Aircraft Company f o r  three (3) 
727-200 aircraft fo r  delivery Fa 1980 and an option f o r  four ( 4 )  additionail. 
727-200's for de l ivery  i n  1980 and 1981. 
approldmately $~04,100,000. 

This equipment purchase would be  

The p r e s e s t  f l e e t  of DC-9s includes the  series 30 and the serf- 50. 
The stretch serfes 30 w a s  f i r s t  placed b service i n  1967 and is powered 
by two (2 )  P r a t t  b Whitney JT8D fan j e t  engines mrrunted a t  the rear of the 
a i r c r a f t .  The DC-9 serfes 30 is flown as a 100 passenger a i r c r a f t  and 
designed t o  s u b s t a n t i a l l y  reduce engine no i se  and vibration within t h e  
passenger compartment and cruise at  speeds of up to  510 miles per  hour a t  
opera t iona l  a l t i tudes  of up t o  35,000 feet. The newer DC-9 series 50, a 
stretch version of the serfes 30, is flown as a 130 passenger a i r c r a f t .  I 
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I 

Subs tan t ia l ly  all of the  m e d  f l i g h t  equipment and spare  a i r c r a f t  p a r t s  
are pledged as c o l l a t e r a l  t o  secure amounts due banks under the  company's 
loan agreements. The loan agreements contain ce r t a in  covenants, U n i t a t i o n s  
and restrictions including those r e l a t i n g  t o  dividends, c a p i t a l  expenditures, 
additional borrowings and requirements r e l a t i n g  t o  minimwn working c a p i t a l  
and n e t  worth. The company has, from t i m e  to time, obtained consents, waivers 
and modifications of t he  terms of such loan agreements in respect  t o  f inanc ia l  
covenants and conditions in complying w i t h  t he  terms of these  covenants. 

OTHER FACILITIES 

The compapy owns PO real estate. Its administrative o f f i c e s  and pr3nuuy 
maintenance base are located at  the  lfinneapolis/St. P a u l - k t e m a t i o n a l  
Airport where the  company occupies a fadl i ty  consis t ing of approxlmately 
125,000 square f e e t  of hangar f l o o r  space and 391,000 square f e e t  f o r  o f f i ces ,  
shops and other  f a c i l i t i e s .  
from the Metropolitan dirparts Conmission f o r  a 30-year term a t  an annual 
rental of approximately $1,000,000. 
f a c i l i t i e s  during 1969. 

The f a c i l i t y  is leased oa a n e t  lease b a s i s  

The company took occupancy of these 

The company leases approximately 43,000 square f e e t  of hangar and o f f i c e  
space a t  O ' H a r e  In te rna t iona l  Bfrport. 
years expiring on January 1, 1999, with an annual net  rental. of approxlmately 
$275,000. 

These leases are f o r  a term of 40 

A hangar containing approximately 50,000 square f e e t  of space a t  the 
Detro i t  Metropolitan Wayne County Birport  is leased by the  Company. 
ne t  rental payments range from a p p r o m t e l y  $104,000 to $116,000 over the 
term'of the lease which is 25 years expiring on Ju ly  I, 1990. 

Annual 

Ticket counter space and ga te  boarding areas are leased at airports which 
the company serves, and in several cit ies downtown t i cke t  o f f i c e s  o r  reser- 
vat ion f a c i l i t i e s  are also leased. 
o f f i c e s  and f a c i l i t i e s ,  d u s i v e  of those located a t  Minneapolis/St. Paul 
In te rna t iona l  Airport, O'Eare and Wayne County Airport, is approximately 
$2,300,000. 

The aggregate annual rental f o r  these 

U s e  of lapding f i e l d s  is secured by lease o r  other  arrangements at the  
various a i r p o r t s  with t he  amount of the  fees  payable by the  company nomalily 
dependent upon the  extent of use by the company. 
from month t o  month t o  a maxLmum of 40 years. 
in e f f e c t ,  provide f o r  a minimum annual landing fee of approximately $300,000. 

These leases vary ia durat ion 
The f a c i l i t i e s  leased at O'Eare, 
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North Czntrd has acquired compuzer equipment, some of w h i c h  it expects 
to use in its future operations,  and pending such use has leased the 
equipment t o  t h i r d  p a r t i e s .  
years. 

North Central purchased a new generation IBM 3033 computer and accessories, 
which it i s  leasing to a 'third party f o r  a term of four  years w i t h  a one- 
year renewal option- 
payable in monthly ins ta lhuts  over a seven-year period w i t h  interest at 
the rare of 8-3/4%. 
3033 computer f o r  its own use at a cost of appro-tely $4,000,000. 
Central has also ordered t w o  IBX 3032 computers f o r  delivery in 1980 at a 
cost of $5,600,000. 
a third party arid the ather w i l l  be used by North Centra l .  The finaacing 
for the two IBM 3032 compurers w i l l  be arranged at a t inte nearer the d e l i v e r y  
date o f  these uuits. 

The duration of the leases ranges from 3 to 8 
The equipmeat on lease pr ior  to 1978 consisted of one KBM 370f158, 

ope IB,M 370/168, and various peripheral  equipment. In September 19T8, 1 

The purchase has been financed by a loan of $4,200,000 

In December 1978, North Central tuok delivery of an I3M 
north 

It is ant i c ipated  that m e  I 3 M  3032 TXKI be leased to 

For additional information regarding flight eqtdpmexxt and ather facilitfes 
see Note B - Lo-texm Debt; Note C - Lessee Leasing; and Note D - Cazmitments 
an pages 20-22 of North C e n t r a l  Birllpes, Inc. 1978 Annual Report to Stockholders, 

a 
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Item 4. PARENTS AND SUBSIDIARIES OF REGISTRANT 

h 

The Registrant has no parent or subsidiaries. 

Item 5. LEGAL PROCEEDINGS 
. None, other thka routine litigation incidental to the Registrant's 

business. 

Item 6. INCREASES AND DECREASES IN OUTSTANDING SECURITIES Ai' INDEBTED NESS. 

(a) The following are the increases and decreases during the fiscal 
year in the amount of outstanding equity securities of the Registrapt, 

wvraots 5 1/22 
to Purchase Subordinated 

stock Ootions Debentures 
comuxl C- Stock Convertible 
Stock 

Balance - 
December 31, 1977 

Increases: 

12 , 328 , 158 2,649,06 1 2 18,550 $ 690,000 

Exercise of stock options (1) 28,300 

convezsian of w a m t g  to 
purchase commw stock (2) 9,573 

Decreases: 

Exercise of stock options (1) - - 28,300 - 
Cowersfon of warrants to 
purchase common stock (2) - 9,573 

- - - 690,ooa Payment at maturity 

Bdaaace - 
December 31, 1978 12,366,031. 2,639,488 190,250 $ - 

(1) No undcrwrfters were involved in t h i s  transaction. 
were exempt under Section 4(2) of the Securities Act of 1933 as a trans- 
action by an issuer not involving a public offering. 
restrictive legend has been placed on the certiffcates and stoptransfer 
instructions given as necessary. 

The above transactions 

The appropriate 
- 

(2) Shares of conmum 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 a u n t  of outstanding debt securities of the 
Registrant . 

Equipment 
T r u s t  Bank 

Credit Aaeement C e r t i f  i c a t e l  I) 

u c e  at  December 31, 1977 

Increases: 

A d d i t i d  borrowings : 

Per  f irst quaFter Form 104 

Per second quarter Form 1o-Q 

Per third quarter Form l0-Q 

Fourth quarter  (2) 

- $64 , 000,000 $ 

8~000,060 

3,500,000 

- 
6,000,000 

Decreases : 

Perfodic payments made pursuant t o  
term3 of consti tuent instruments: 

. First quarter  2,041,000 

Second quarter  2,043,000 

Third quarter  

Fourth quarter  

Balance a t  December 31, 1978 

. . . . . - . . 

2,041,000 

2,040,000 

$73,335,000 

- 
f8,000,000 

27,000,000 

$45,000,000 

(1) The above transaction was exempt under Section 4 ( 2 )  of the Secur i t ies  Bct 
of 1933 as a transaction by an issuer not involving a public offering. 

(2) In the  fourth quarter, the c q a n y  bo-d an addi t ional  $6,000,000 under 
a c red i t  agreement with Northwestern National Bank of Minneapolis, Citfbank, 
N. A. and F i r s t  Wisconsin National Bank of Wwaukee. A t  December 31, 1978, 
themcompany had appro-tely $73,335,000 outstanding under the agreement 
compared with $69,376,000 a t  September 30, 1978. The borrowing was applied -- 
to the  deposits on three (3) b e i n g  727-200 aircraft. 
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Item 7. CHANGES SECURITIES AND CHANGES IN SECURITY FOR REGISTERED SECTJRITIES 

The company's loan agreements with several  banks contain certain 
r e s t r i c t i o n s  on the payment of dividends, c a p i t a l  expenditures, 
lease obl igat ians ,  investments, guarantees, addi t iona l  borrowings 
aud requirements re la ted  to  minimum working c a p i t a l  and net  worth, 
As of December 31, 1978, the company w a s  r e s t r i c t e d  from papine 
cash dividends in excess of approldmately $18,298,000 subject  t o  certain 
working c a p i t a l  r e s t r l c t ions ,  under the  above agreemnts.  

The above r e s t r i c t i o n s  w e r e  in e f f e c t  in p r i o r  periods and there  vere 
no material changes o r  modifications during the current  period. 

It- a. DEFAULTS UWN SENIOR SECXIXITIES 

Item 9. pippBoxIMATE NUMBER OF EQUITY SECURITY HOLDERS 

T i t l e  of Class 
Number of Brcord Eolders 
as of Febrnarp 15, 1979 

28,976 Comncm Stock $.20 par value- 

W a r r a n t s  t o  purchase Connnon Stock 2,203 

Iten 10. SUBMISSXOI OF MATllERs TO A VOTE OF SECURITY HOLDERS 

On February 22, 1979, a S p e c i a l  Meeting of the Stockholders w a s  held 
to:  
September 5 ,  1978 between the  Company and Southem Airways, Iac. 
(10,064,709 aff i rmat ive and 248,601 negative votes  w e r e  cast  on t h i s  
issue); (2) consider and act upon the  proposal t o  amend the Restated 
Ar t ic les  of Incorporation @.449,865 affirmat-e and 863,465 negative 
votes were cast on t h i s  issue) .  

.. (1) approve and adopt the  Agreement and Plan of Merger dated 

Reference is made t o  the Colmpany's definitive proxy staterent and 
prospectus dated January 9, 1979 f o r  t h e  Special  Meeting of Stockholders 
aad incorporated as an attachment herewith, 

Item 11. IND-CATION OF DIRECTORS AND OFFICERS 

Section i80.407 of t h e  wisconsin corporation ~ a v  relative to 
idendfy ing  d i r ec to r s  and o f f i c e r s  provides as follows: 

"180.407. Idemuifying d i rec tors ,  o f f l c e r s  -and 
employees. 
any civil,  criminal,  or aciministratlve act ion,  suit o r  
proceedings by reason of the  f a c t  that he, h i s  t e s t a t o r  
o r  i n t e s t a t e ,  is o r  vas a d i rec tor ,  o f f i c e r  or employee of 
any corporation s h a l l  be indemnified by the  corporation 

Any person made a par ty  t o  or threatened with, 
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against the reasonable expenses, including attorney fees, 
actually and necessarily incurred by him in connection with 
such action, suit o r  proceeding, or in connection with any 
appeal therein, except as to matters as to which such 

misconduct in the performance of his duties. 
indemnification shall1 not be deemed exclusive of any other 
rights to which such director, officer or employee may be 
entitled apart from this section." 

director, officer or employee is guilty of negligence or - 
Such right of 

Reference is also made to the following exhibits, which are 
harporated herein by reference: 

(a) drricle VI1 of the Begistrak's By-Laws, filed as 
Elhihit 3-02 t o  Registration Statement 011 Form S-1 (No. 2-34486). 

6) Officers and directors indeoxlity insurance policy, 
filed as Exhibit 12-01 to Registraricn Statement on Form S-1 
(aro. 2-43265). 

Financial Statements, Exhibits Filed and Reports 09 Form 8 4 ,  Item U. 

I 

(a) (I) 
of this Bmrua Report on Fonn 104; 

The fin&cial statements listed below are filed as parr 

Page Reference 

Porn . Armual 
1 0 4  Report . - 

Data is incorporated by reference frm attached 1978 
Annual Repon to Stockholders of North Central 
afrUpes, Inc. W i t h  the exception of the financial 
statements 09 pages 16 through 23 and the financial 
review on pages 4 and 5 which have been incorporated 
herein by reference, the dpnudl Report to Stockholders 
for 1978 is Dot to be deemed "filedt* as p a n  of this 
A M 4  Bepott OP F o ~  10-8. 

. 

Balance sheers a+ December 31, 1978 and 1977 

Statements of earnings for the years ended December 31, 
1978 and 1977 

Statements of changes in financial position for the years 
ended December 31, 1978 and 1971 

Statements of changes in stockholders' equity for the years 
ended December 31, 1978 and 1977 

16 

17 - 

18 ,.-- 

19 
- 

. 20-23 Hotes to fbancial statements 
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Page Reference 

Form Annual 
10-K Report - 

A t t a c h m e n t s  irrcorporated herewith t o  Form IO-K: 

Auditors' Report 
Additioaal notes  t o  financial statements 

F-1 
F-2-5 

F-6 

Schedules: 
Schedule V 

Schedule VI - ACctMlJLBTED D E P R U Z U I O N ,  DEPLEIION AND 

- PBOPERTY, PLANT AND E- 
Year ended December 31, 1978 

~ I Z B T I O L O OF PROPERTY, PLBarrr AND 
E- 
Year ended December 31, 1978 F-7 

Schedule VIZ - INTANGIBLE ASSETS, PREOPERATIBG EXPENSES 
bM) S w D E F E 8 8 8 L s  
Year ended December 31, 1978 F-8 

Schedule IV 

Schedule X I 1  

- BONDS, MOBZGAGES AND SIMILAR DEBT 

- VALUTZON AND QUALIpfwG ACCOUNTS BHD 
Y e a r  ended December 31, 1978 F-9 

BE!5KEvEs 
Y e a r  ended December 31, 1978 F-IO 

Year ended December 31, 1978 P-11 
Schedule XIII - CAPITAL SBBBES 

Schedule Qv 

Schedule XVI  - SUPPLEPWTBBY SECOHE STdTEMEspll INFORNATION 

- txBBRcLbpTS OR RXG8TS 
Year ended December 31, 1978 . F- 12 

years  ended December 31, 1978 and 1977 F-13 

Schedules V, VI, VII, and XI1 f o r  t he  year ended December 31, 1977 are 
incorporated herein by reference t o  the  registrants h u a l  Report on 
the Form 10-K ( F i l e  lo.  1-7169) f o r  the year ended December 31, 1977. 

All o the r  schedules have been omitted since the required information is 
not present or not present in amounts s u f f i c i e n t  t o  requi re  submission 
of the schedule, o r  because the  information required is included in t he  
financidl statements or t he  notes  thereto. 

(a) (2) Exhibits: (1) Statement of computations of earnings 
per  share  f o r  t he  f i v e  years ended December 31, 1978. 

attached Proxy Statement and Prospectus dated January 9, 
1979 for the  Special  Meeting of Stockholders. 

There were no reports f i l e d  on Form 8 4  during the last 
quarter  of 1978. 

(2) Data incorporated by reference from 

(b 1 
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Executive Officers of  tbe Renfs t r an t  

The following is a list of  t h e  o f z c e r s  of  t h e  Registrant: 

Bernard Sweet 

J C  C o n s t a n u  

J o b  P. DOW 

Robert L. Gten 

George S. Karnas 

Daniel F. Xay 

Gowan J. IUler 

David E. Motan 

T. M. Needham 

James F. N i x m  

Officer 
& Since 

57 1947 

55 1950 

63 1978 

48 1959 

56 1973 

48 1973 

48 1962 

57 1966 

48 1967 

63  1965 

38 1970 

G. F. W a l l i s  55 1965 

Char lo t t e  G. Westberg 6 1  1962 

P o s i t i o n s  w i t h  t h e  Campany 
f o r  t h e  Last Five  Years 

Chainnan of the aoard and 
management executive 

Pres iden t  and Chief Executive 
Officer 

Bssistant to the Pres iden t  1 / 1 / 7 8  - 12/1/7 
V i c e  President-Federal  a f f a i r s  12/1/78. 

Vice Pres iden t  and Sec re t a ry  

V i c e  President-Maintenance 
aad Engineering 

V i c e  P res iden t  - I n f l i g h t  
SerPice  

V i c e  P re s iden t  - FiPaace 

Vice Pres iden t - Indus t r i a l  
Re la t ions  

V i c e  Pres ident -Traf f ic  & Sales 

Vice President-Ground Operations 

Treasurer and Manager- 

Vice Pres iden t  and 
l u t e d  Audit ing 12/3/71 - 91271 

Treasurer 9 / 2 7 / 7 4  - 
V i c e  Pres ident -F l ight  
Operations 

Assistant Secretary 4/4/62 9/27) 
Vice President-Staff  
Adminis t ra t ion 9 / 2 7 / 7 4  - 4 / 7 i  
S t a f f  Vice Pres iden t  4 / 7 / 7 6  - 



Officer Posit ions with the Company a Since f o r  the Last Five Years 

Joseph W. E t t e l  32 19 74 Staff  Assistant-Industrial  
Relations 4 / 3 / 7 2  - 11/22 /74  
Assis tant  Secretary 11 122 174- 

Raymond J. Rasenberger 51 1974 Assistant Secretary 111 22 /74  

Ralph Strangis 42 1976 Bssis taut  Secretary 4 / 7 / 7 6  

Walter E. Nielsen 51 19 74 Manager-General , 

Accounting 5 / 1 / 6 7  - 9 / 2 7 / 7 4  
Bssistant Treasurer 9 1271 74 

Controller 9 / 2 7 / 7 4  - Michael D. t4eyer 34 1974 Manager-Budgets 8 / 1 / 7 0  - 9 / 2 7 / 7 4  

There is no family relat ionship among the o f f i ce r s  of the  Registrant. Bll of 
the  executive of f icers  l i s t e d  above serve at  the p l easu re  of t he  Board of D i -  
r ec tors  except fo r  H a l  N. Cam, whose employment agreement with the  company pro- 
vides f o r  his continued employment i n  a full-time capacity as a management 
executive of t he  company u n t i l  April 7 ,  1986, a t  an annual salary of not less 
than $200,000, and Bernard Sweet ,  whose employment agreement with the  company 
provides f o r  h i s  continued employment in  a full-time capacity as a management 
executive of the company u n t i l  A p r i l  5 ,  1983, a t  an annual sa la ry  of not less 
than $200,000. 
payments in the event of t he  death o r  d i sab i l i t y  of Mr. C a r r  o r  M r .  Sweet. 
They are also en t i t l ed  t o  p a r t i c i p a t e  in other employee benefits  provided by the  
company generally f o r  its employees. 

The agreanents also provide fo r  cer ta in  salary continuation 

A l l  of the executive o f f i ce r s  have been o f f i ce r s  o r  employees of the Registrant 
f o r  t he  p a s t  five years with the exception of Mr. Rasenberger, a. Strangis and 
Mr. Constautz. M r .  Rasenberger has been a partner Fn the  law firm of Zuckert, 
Scoutt and Rasenberger, Washington, D. C. f o r  more than the past  f i v e  years.  
Mr. Strangis was a partner in the  l a w  firm of Maslon, Kaplau, Edelman, Borman, 
Brand br Wulty ,  Minneapolis, Minnesota f o r  more than f i v e  years p r io r  t o  
October, 1978, when he became a partner of the law f inn  of Strangis and Kaplan, 
Minneapolis, Minnesota, a posi t ion he current ly  retains. Mr. Constautz w a s  the  
head of the Economic Analysis Division of the  CAB fo r  more than f i v e  years p r io r  
t o  joining Borth Central. 

P 
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PART 11. 

Additional reference is made t o  the Regis trant 's  d e f i n i t i v e  proxy statement 
dated March 5,t 1979, .for the 1979 annual m e e t f n g  of stockholders with  respect 
to  i do rma t ion  coverfng Items 13 through 15 inclusive. 

SIrnATUREs 

Pursuant t o  the requirements of Section 13 or U ( d )  of the Securities -=%e 
Bct of 1934, the  Registrant has duly caused t h i s  report t o  be s igned on its 
behal f  by the undersigned, thereunto duly authorized. 

NORTE CENTBBL AIBLNES, INC. 

Dated: W C h  29, 1979 /s/ Michael D. Yeper 
- Michael D. Meyer 

Controller 
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AUDITORS ' REPORT 

Stockholders and Directors 
North Central Airlines, Inc. 

We have mmm%aed the balance sheets o f  Horth Central &lines, 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 positbu for the years then tnded. Our exand- 
nations were nude fn accordance w i t h  genupLly  accepted auditing 
staadPrds and, acCOrdinglp, included such tests of the accounting re- 
cords and such other auditirrg procedures ad we considered necessary 
in the circunutances. 

In our opinion, the financial statemeats referred to above present 
fairly the financial position of north C e n t r a l  lllrlines, Inc. at 
December 31, 1978 and 1977, and the results of its operaticms and 
changes in its financial position for the years then ended, in cm- 
forndty with.generallp accepted accouuting principles applied ou a 
consistent basis. 

In connection with our examinations of the financial stafements 
as of December 31, 1978 and 1977 and for the years then ended, we 
have also examined the additional notes to finaucfal statements anti 
the schedules listed under Item U(a)(l) and included herein. 
opinion, such additional notes and schedules present fairly the infannation 
required to be set forth therein. 

In our 

Alexander Grant & Company 

Minneapolis, Minnesota 
February 22, 1979 
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ADXTIONAL NOTES TO FINANCIAL STATEMEHTS 

D e d e r  31, 1978 and 1977 

XOTE M - DEPBECIATION 

Depreciat ion is provided in amotmts sufficient t o  relate the cost 
of deprec iab le  assets t o  ope ra t iuns  over  t h e i r  es t imated  service l i v e s  
09 a straight-be b a s i s  f o r  financial and tax r e p o t t i n g  purposes. 

P r i o r  to 1968 acce le ra t ed  deprec i a t ion  methods f o r  f l i g h t  equipment 
were used to determine taxab le  income. 
changed t o  the straight-llne method. 
ducted f o r  income taxes exceeded financial deprec ia t ion  by $7,143,000 
and $7,045,000 as of December 31, 1978 and 1977, r e spec t ive ly .  
Income taxes have been provided 09 these amounts. 
dep rec i a t ion  are as follows: 

The company subsequently 
Accumulated deprec ia t ion  de- 

Deferred 
Annual rates of 

'. 
-craft airframe.  engipes, p r o p e l l e r s  and 
n a v i g a t i d  equipment: 
DC-9-30 . . . . . . . . . . . . . . . . . . . . . . . . .  
D C - 9 - 3 0 . .  . . . . . . . . . . . . . . . . . . . . .  
C o n v a i r 5 8 0 . .  . . . . . . . . . . . . . . . . . . .  

Bssemblies and spare p a r t s :  
'DC-9-50. . . . . . . . . . . . . . . . . . . . . . .  
DC-9-30 ........................ 
Convair580 ..................... 

e q u i p ~ t .  . . . . . . . . . . . . . . . . . . . . . .  
s t o r a g e  and d i s t r i b u t i o n ,  maintenance and engineer ing,  
miscellaneous grotmd equipment and motorized vehicles . 

Off iceequipment  . . . . . . . . . . . . . . . . . . . .  

Leasehold improvemePts and improvements t o  leased 

S t a t i o n ,  communication, hangar and ramp equipment, 

Passenger and food service equipment . . . . . . . . . .  

Life 
in Years 

5 - 10 
3 -  7 
8 - 12 

(2) C o n e  580 aircraft, engines, prope l lo r s ,  natrlgational equipment, 
and assemblies and s p a r e  p a r r s  purchased be fo re  January 1, 1977 
have a comm retirement date of June 30, 1979; purckases after 
January 1, 1977 have a cornmop re t i r emen t  date of December 31, 1983. 

DC-9-50 assemblies  and spare parts have a cammop retirement d a t e  of - 
December 31, 1991. 

DC-9-30 assemblies and spare  parrs have a common re t i rement  date of 
December 31, 1986. 

(b) 

(c) 
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ADDITIONAL NOTES TO FTNANCIAL STATEMENTS 

c 

I 

December 31, 1978 and 1977 

NOTE M - D E P R E C I A T I O N - C C X L ~ ~ ~ ~ ~ ~  

(d) Bmortizatioa of leasehold improvements and improvements to leased 
prqparty I s  based on the useful M e  of t he  asset o r  the M e  of 
the lease, whichever is less. 

Maintentmce and r epa i r s  are expensed as incurred. 
are capi ta l ized  aad depreciated as above. 

Major spare p a r t s  

Residual amounts on disposal of property and equipment =e d(minated 
at timc of disposal. 
of assets baing depreciated on a group bas is ,  Gaia or loss on assets 
being depreciated on a m - g r o u p  bas is  is recognized as non-operatfpg 
income or expense. 

No gain o r  loss is recognized at time of disposa l  

NOTE N - BEPLBCMENT COST DATA (unaudited) 

The follasing t ab l e  reflects the  estimated replacemeut cos t  of the company's 
property and equipment at December 31, 1978 and 1977 and r e l a t e d  depreciation 
expense in accordance with Accoimting Ser ies  R e l e a s e  No, 190. Beplacement 
cos t  'is defined as the lowest cos t  t h a t  would be incurred t o  obtadn nev assets 
of equivalent operating o r  productive capacity. 

The data presented below is based 09 reasonable estimates of the cos t  to  
replace a l l  of the compainy's current productive capaci ty  but does not mean 
t h a t  t he  company has current plans t o  do SO. The f igu res  are not  intended 
t o  reflect the  current market value of eadsting property and equipment. 

December 31, 1978 December 31+ 1977 
Estimated Estimated 

His to r i ca l  Replacement B i s t o r i c a l  Replacenlent 
Cost cost Coat cos t  

(in thousands of dollars) 

Property and 
equipment 

F l igh t  equipment 
Other property and 

equipment 

Less allowance far 
depreciation 

Depreciation allowance 

$237,152 $4 19,484 

42,336 53,107 
279,488 472,59 1 

73,960 125,060 
205,528 .347,531 

S 15,791 $ 26,701 

$185,307 $311,430 

36,966 47,036 
222,273 358,466 

75 f 835 122,301 
146,438 236,165 

$ 14,173 $ 22,857 
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December 31, 1978 and 1977 

NOTE N - REPLA- COST DAZA (unaudited)-ccontinwd 
I .  . 

In the air t r a n s p o r t  industry the available passenger seat i s  the 
primary d t  of product ive  capaci ty .  
the replacement cost of its current f l ight  equipmept by multiplying 
the total number of psssenger seats (based on a i r c r a f t  
s e a a g  capacity) by the per-seat price at December 33, U78 and 
I977 of new aircraft. 
based op actuaf de l ivered  cost of new aircraft at December  31, 1978 and 
1977. 
Association for use.kr the airline krdustry. 
seats would be available, the ntmrber of aircraft -le to the company 
would be reduced since there would be more seats in each of the r e  
plac-t aircraft than in each of the &craft c-dy opera ted ,  

Spare parts  supporting the aircraft f l e e t  have been estimated based ua 
the ratfo of the his tor ic  costs of these assets to the hist'oric c o s t  
of the aircraft. Replacematt cost of f lLgh t  equipm=ut erpendable 
spare parts.- be- omit ted since they are not held for resale and 
generally turnover one year.  

The company has estimated 

The p r i c e  of new aircraft  vas determined 

The per-sea t  price method has been & d o p e d  by the Air T r s P s p o r t  
m e  the sama number of 

_. I '* 

Beplacemeut cost of &ed and c a p i t a l i z e d  leased grotrnd equim-t wiis 
es t imated  by using prfce indices from t h e  Bureau of mor Wholesale 
Price hiex. 
method, as described in Note C to t h e  financial statements, are not 
included in replacement c o s t  data. 

F a c i l i t i e s  and aircraft accounted for d e r  the operating 

, Since  h i s t o r i c a l  d e p r e c i a t i m  i s  computed 09 t h e  s t r a i g h t - l i n e  method, 
accuumXated d e p r e c i a t i o n  for assets whose replacemexxt cost is esthated 
is calculated by using the same ratfo as t h e  h i s t o r i c a l  reseme is t o  
historical cost and applying this ra t io  t o  the assets estimated cost- 

*- 
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Nom AIRLINES, INC .I 

ADDITIONAL NOTES TO FINANCIAL S U X D E N T S  

December 31, 1978 and 1977 

NOTE N - COST DATA (unaudited)-ccontinued 

No allowance has been made in the above estimates f o r  e f f i c i ency  
r e su l t i ng  from the replacement of present productive capaci ty  vfth more 
e f f i c i e n t  assets. If the company vere t o  replace its productive 
capacity, the equipment se lec ted  would probably provide savings through 
reductions in indirect labor ,  repairs and maintenance, a d  f u d  which 
would serve t o  offset the  depreclation charge. 
t he  reduction in operating cos t s  o ther  than depreciat ion c-d, in t he  
company's opinion, be significant, but would be o f f s e t  by an increase 
in interest cos ts  am a result of addi t ioua l  borrowing t o  finance re- 
placemeut assets. The effect of changes in scheduled serpice and 
increased interest costs has not been calculated because of the compaay's 
i n a b i l i t y  t o  determine the  required schedule changes and haw much 
additional borrowing would be required and what appl icable  interest 
rates would be. In addi t ion,  income tax e f fec t s ,  including investment 
tax credits that would result from t h e  replac-t of productive 
capacity, would have t o  be taken i n t o  accouut. 

Although indeterminable, 
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NORTH CENTRAL AIBLLNES, INC. 

SCEEDULE XIXI - CAPITAL SHARES 
December 31, 1978 

Colum 

A 

B 

C 

D 

E 

F 

G 

Name of issuer 
T i t l e  of issue 

Number of shares authorized 
by charter 

Number of shares issued and 
not r e t i r e d  o r  cancelled 

Number of shares included 
in Column C which are: 

(1) Held by o r  f o r  account 
of issuer thereof 

(2) N o t  held by o r  f o r  account 
of i s sue r  thereof 

Shares issued o r  outstanding as 
shown on o r  included i n  r e l a t ed  
balance sheet under caption 
"Colmpw Stock" 

(1) Number 

(2) h u n t  at which shown 

Not applicable 

Number of shares reserved f o r  
options, warrants, conversions 
and other  r i g h t s  

North C e n t r a l  Airlines, Inc. 
Common Stock 

16,000,000 

12,500,625 

134,594 

12,366,031 

12,500,625 

$2,500,000 

(1) Directors, o f f i ce r s  and employees (A) 216,751 

(2) Others 2,612.9a7 

(A) Includes warrants held by of f i ce r s  and Directors only. 
The w a r r a n t s  are p u b l i c d y  traded and it is not possible to  
determine the nrrmber of w a r r a n t s  held by all employees. 
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Colrmnt 

A 

B 

C 

3 

E 

F 

G 

N O x r B C E N T R B t ~ I N E s ,  mc. 
ScHEDmE XIV - WABBBNTS OR RIGETS 

December 31, 1978 

T i t l e  of issue of securities c a l l e d  f o r  
by w a r r a n t s  C m m m  Stack 

Bmomt of securities c a l l e d  f o r  by each 
warrant One 

Number of warrants outstanding 2,639,488 (1) 

Aggregate amount of securities c a l l e d  
for by warrants outstanding 2,639,488 (1) 

Date from which warrants are exercisable (1) and (2) 

Expiration date of w a r ~ a n t s  October 31, 1979 

P r i c e  at w h i c h  warrant is exerc i sab le  $5 50 

(1) O f  the  original 2,649,511 warrants issued, 10,023 have been exerc ised  
through December 31, 1978. 

(2) Warrants enabling t h e  holder to purchase Common Sto& became exerc i sab le  
as follows: 

200,000 in 1968; 1,200,000 on February I, 1970; 259,511 OP March 23, 1970; 
and 990,000 on July 8, 1971. 
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A. 

AUDITORS ' CONSENT 

We have i s s u e d  our r e p o r t  dated Februazy 22, 1979, accompany- 

We hereby consen t  t o  t h e  i n c o r p o r a t i o n  by r e f e r e n c e  of said 

i n g  t h e  f i n a n c i a l  s t a t e m e n t s  and s c h e d u l e s  i n c l u d e d  i n  t h e  Annual Repor t  
of North C e n t r a l  A i r l i n e s ,  I n c .  on Form IO-E for t h e  yea r  ended December 
31, 1978. 
r e p o r t  i n  t h e  P r o s p e c t u s  dated October  25, 1978 c o n s t i t u t i n g  part of 
t he  R e g i s t r a t i o n  Statement  on Form S-16 of North C e n t r a l  A i r l i n e s ,  I n c .  
( R e g i s t r a t i o n  No. 2-62535) .  

Minneapo l i s ,  Minnesota  
March 29, 1979 
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SECURITIES AhD EKHAYGE CCiIMISSION 

Washington, D.C. 20549 

.Annual Report Pursuult t o  Section 15 o r  15(d) 

of  the Securizies Eshange A c t  of  1934 

For the Fiscal  vear Ended December 31, 1978 

Commissicn File Ncrmber 0-842 

(Exact name o f  registrant as specified in its charter) 

Delzware 58-0556353 

(State 31 other jurisdiction of  
incorporation . o r  organization) 

Hartsfield Atlanta International .Airport 
Atlznta, h r g i a  

(Address o f  princiTal executive ofzices) 

( I .  ?.. S. E i i o y e r  
Identificaticn Xo. ) 

30320 
(Zip Code) 

*Registrant’s te lqnone number, including area code: -4.C. (do41 762-4500 

SECJRIT‘IES RZGI;S”EED PtlRSUAV TO SECTION 12(5! (3 PE ACT: 

T i t le  of  Each Class 
Xone 

- indicare by check m r k  vhether :he regi5tran.t {:; hac filed a l l  reports reqzired “CO 
!x f i l ed  by Section l 3  o r  Z5(d] o f  :le Securities F,u&-a?ge -4ct of  Is154 dcri?g tule ??e- 
ced i - y  1 2  mnrhs (m f o r  such shcrter period Ctat :he regisrrant Fias z.equird t o  f i l e  
such repcrts:, and ( 2 )  h-as been subject tG scc?. f i l i n g  requirenznts 5 r  che ;;ast O i l  

- 
days. ZZS s SG -- 

Irdicate the number a f  shares outs tandi ig  o f  each cf zhe issuer‘s class o f  .;mmrL 
stock as cf c!!e 2nd cf the per iod cn-ered b>- t h i s  report .  

1,S96,2SS Sirares of  Common Stock 
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Congress passed and the President signed on Cctober 24, 1978, a b i l l  
denominated the "Airline Deregulation A c t  of 1978." I t  a l t e r s  s ignif icant ly  
the C i v i l  Aeronautics .Act o f  1938, as amended. A s  a matter o f  policy, it 
places emphasis on, amng ot!!er things, m a x h  reliance on competition, 
freedom of carr iers  to  enter new markets, r ebced  fa res ,  and the strengthen- 
ing of  small car r ie rs ,  particularly c o m t e r s .  The A c t  modifies the local 
service car r ie rs '  subsidy program and provides for  its termination on 
January 1, 1986. 

The provisions in the .4irline Deregulation A c t  of 1978 could have a 
material impact, both favorable and unfavorable, on the Company but the 
Company cannot predict the timing o r  extent to  which it w i l l  occur nor 
its degree of adversity on the Company, if any. 

Fuel Shortages 

During 1978 Southern received approval from the Departinent of Energy 
to  increase its base period supply of fuel.  Although fuel costs increased, 
supplies were available. 
provided by the Company result ing from the Airline Dere,aulation A c t  of i 9 i S  
and reductions in  supplier refinery production caused a general tighteniyg 
of s w i y  and spot fuel shortages over the Company's system 
1979 upheaval in  Iran and the related uncertainty about crude o i l  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 ("FE.4'') pursuar-t t o  the Emergency Petroleum 
Allocation Act of 1973 i q o s e d  allocation and price controls on jet fuel. 
The Energy Policy and Conservation Act of 1975 and the Deparment o f  Energy 
Organization A c t  of 197; continued the auzhority for  FEA controls, w i t h  
certain chanzes. 
February 1 2 ,  1978 issued a preliminary report hkicll concluded that  aviation 
j e t  fuel should no longer be subject t o  allocation and price regulations aiid 
pruposed t o  terminate these regulations. 
held and, a f t e r  review, the Department o f  Energy submitted a proposal 
to  Conpess in ear ly  1979 to  terminate the regulations. 
overrule the proposal within the reqiired f i f teen  day period and the regdatlor,s 
terminated i n  the l a t t e r  part  o f  February, 1979. 
of fuel the Economic Regulatory Mministration o f  the  k p a r m m t  of  % e r g  
issued new ru les  covering "Standy-by Product Allocation a d  Price Regulations 
and Imposed Allocation Fractions" on January is, 1979. Tie stand-by rules may 
be imposed by the g o v e m n t  under cer ta in  conditions. -4s a resu l t  of the 
de-control of j e t  fuel  and/or possible govemnt-imposed allocations, a l l  
carr iers  including the Company could incur substantial  additional fuel cost 
increases and/or reductions in fuel swp l i e s  which could have a material 
adverse effect  on the earnings and operations of the Company and the s i r l ine 
industqr in general. 
ir, the past and may again recorrrmend changes in existing iaws ~bposing controls 
on the price of domstic  U.S. crude o i l .  
:!e ccst of  domstic  U.S. c n d e  o i l  could approximate the ccst  of foreign 
crude oil, Ch.s, substantially i n c r e a s i ~ g  the price of U.S. petroleum ?YO- 
ducts, including j e t  fuel.  

During the fourth quarter,  changes in s e n i c e s  

The early 

Pursuant t o  those >.cts, the Department of Energy on 

Public hearings on this proposal were 

Congress did not 

In anticipation of de-ccntrol 

In addition, Resident Carter has recommended to Congress 

If these recommendations are  adopted, 



Environmental Faczors 

h 

c 

The Company is subject t o  requirements of  State  and Federal s ta tutes  
and regulations respecting environmental quality. 
issued under the Xir Quality A c t  of 1967, as amended, established cer ta in  
standards for  emissions from a i r c ra f t  engines, and most of the s ta tes  in 
which the Company operates have adopted s i i i l a r  legis la t ion and regulations. 
The Company is in  compliance with these emission standards. 

Federal-regulations 

The Secretary of Transportation and the F.U promulgated an Aviation 
Noise Abatement Policy in November 1976, and adopted regulations with respect 
t o  a i r c ra f t  noise effective January I, 1977. 
modification o r  replacemnt of a i r c ra f t  that do not meet present F M  noise 
:ontrol standards for new a i rc raf t .  The Company's 30 ?kDonnell Dcuglas DC9 
aircraft do not comply w i t k  these regulations. 
comply with these noise abatement regulations, is  r eqhred  to modi2y 50 
per cent or' i t s  DC9 a i r c ra f t  by Januar)r 1, 1981 and have a l l  these a i r c ra f t  
modified by January 1, 1983. 
is approxiaately $ 5 . 6  million. 
of a portion o f  the cost  of  compliance k i t h  these regulations by +he a i r  
car r ie rs  from special t icket  'ax revenues presently allocated to  a i r p r t  
development, fa i led  to  be enacted by the 95th Congress in l a t e  October 1978. 

These regulations require 

The Company, in order to  

The estimazed cost to  modify these a i r c ra f t  
Legislative proposals, to  pennit the financing 

Proposed Fkrger 

On September 5 ,  1978, the Company and Mreh Central Airlines, Inc. 
('Tiorth Central") entered inro an Agreement and P l a n  o f  Merger (the '?4erger 
Agreement"), pursuant t o  xhich the Company will be nerged into Yorth Central. 
On the effective date of the merger, each share of the Company's Common Stcck 
issued and outstanding will be converted into 2 . 1  shares of Xorth Central 
C o m n  Stock. The terms of the Merger Agreement were determined in a m -  
length negotiations bemeen the companies a f t e r  consideration o f  many 
factors,  xcluding stcck prices,  f inancial  condition, underlying asset  
value, operating resul ts  and che future prospects o f  the respective companies. 

The merger o f  the Company into Xortb Cmtral w i l l  resul t  in a route 
system connecting a large number o f  c i t i e s  in the two dis t inc t  regions 
cdnent ly  served by the r e q e c t i v e  coqanies--the Upper btidwest by North 
Central and the Southeastern Lnited States by the Company. Based upon 
opera tkg  resul ts  fo r  the year 1978, the combined car r ie r  result iqg f r o m  
the mrger  rmula PA 2s :he twelfth largest  domestic a i r  c a n i ,  -r in  t e n s  
of passenger revenue. 

Nhile Y o n h  Centrzl aiid t \e  Company do no t  compete between any pa i r  
of c i t i e s ,  they jo in t ly  serve a nurnber of  major terminals, includiyg New 
York, Atlanta, k t r o i t ,  Chicago, Denver, Milmukee and >linneapolis/St . Paul. 
The e-qanded route system w i l l  permit single car r ie r  service from c i t i e s  on 
the route system of  each. company r o  c i t i e s  served by the x h e r  t h r o q h  
connecting service over buch bridge routes as: MimeapolisjSt. P m l  and 
3kWnis ; Yilwaukee and >!enphis ; Chicago and ?.!enhis ; O e t r o i t  and Nashville ; 
and Cetmit znd Atlanta. JIanagemns of Sor+& Central and Cie Company 
believe That the new service patterns pemit ted by the merger will o f f e r  
the potential f o r  inproved a i r  semice f o r  the m o  regions as a rvhole, 
achieving nore effici5r.t u t i l i za t icn  o f  the combined j e t  a i r c ra f t  f l e e t ,  
gene ra t iq  additional t r a f f i c  and revenues far the merged C O ~ ~ Z U ~ Y ,  and 



h 
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i q r o v i q  the xerge? csnipariy's a b i l i t y  CG t ' i~a~c,o ac+isi:isn of xor2 
er'ziciznt z i r c n l t  nee* . f D r  grcwcL: a d  c c q e c i c i x  s~ res .g<~ .  ?.ere 
should also 3e scm ;otenzial 5: actieviig c'c)st say,ri.,,gs by eli-.a'ci-c - -3 
L p l i u t i z n  or' 5acili:ies, q u i p r e n t  uLd eqenses . 
xiLt L5e large T T ~ !  L i e  a i r  carriers operatLig in Lie 2rc2. 
ne& t n f f i c  pottntial  ~esul:iiig f r o m  the nerg2r , eqecial ly  nor th-  souti 
vacation z a v e l ,  rhe nerged c q a n y  shcuid 5e be t t e r  &le t o  ?-?and low 
fare servi ,es a d  eqanci cheir  use t9 new markers. 
should ir;rprove t\e eo tcn t i a i  f o r  the e,qansion o f  routes t3 new inarkets. 
The mersed company should also be be t te r  &le  :o absorb csbacks 
in public s e N i c c  reverue 
new government ? d i c i e r .  

R e  xerger should r P s r i l t  b. a sing12 ca r r i e r  3 e t t z  ak i t  t o  ccxpett 
3ecaue o f  

In addition, the mrge r  

f c r  services t o  mll c i t izs  based cn 7cssijie 

The Merger Xgroemer?t provides that che Coquly w i l l  be inerged LXO 

h the effect ive Zate of  che merger, sll <.e 

Xorch Cencrai iq accorciarxc xiL! the a g l i c a b l e  provisions cf the 3us;i?_ess 
Caqorazicn Law of  the S';a',t or' Wisconsi? m d  L i e  General Coqmration L a -  
of  tl\e Stace o f  Celawarz. 
propercj, assets, busiiiess anc ri?hts o f  the Cmpany -.vi11 be vexed LI 
:XOIT.& Ctnt-=l,i,and N o d l  CcnCidL k x l  assme a l l  o f  <:e de'r;ts, l i a b i l i r i e s  
(LxPdLiu 3 a l l  cznt-hgm: l i ab i l i t i e s  , bnether k o m  o r  d s n o m )  ar,c o t h r  
obligations o f  the Coqzny. 
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Cepreciazion and morzization 12,900 10,6X 9,309 3,137 7 , 9 1 7  

Inzerest on I m g - t c m  debt 
4lisctilanesus dedzzctims 

(iixorre) -net ( 2 , 5 1 5 1  c 6 , 6 0 6 )  ( 5 l J )  (511) (623) 
incoxe berore iiicome taxes, 

h 



SOuTHERii AIwAYs, IZ'C. 

X0T'E.S TO SUWWRY OF OPERATIONS 

FOR FIVE EARS EXDEB DECE&IBEX 31, 1978 

The Company's financial statements have been restated to  reflect tf ie 
accounting fo r  cer ta in  operating leases entered into p r i o r  to  January 1, 
1977, as capi ta l  leases by recording =sets and l i a b i l i t i e s  for  leased 
property and equipment in accordance with FASB Statement a. 13, "Account- 
ing for  Leases". The effect of this change is recorded as an a d j u s m n t  
of beginning retained earnings f o r  the year 1974 and increased (decreased) 
net income as follows: 

(11 

Year Ended December 31 
1974 1975 19 76 1977 

Net income 5- 3?2,000 $- $1,089,000 

Earnings per share (Primary) $ .14 $ .04 $ (.OS) $ .65 
( 2 )  Pension e4penses, including amounts paid under a defined contribution 

plan, were as follows: 

Year a d e d  December 31 

1974 1 9  75 1 9  76 1977 19  78 S1,899,11CO $2,379,000 -33,251,OJO SJ,052,000 94,169,000 

Expense i n  1975, 1976, 1977 and 1975 includes $43,000, $273,000, 
5312,000 and $358,000, respectively, applicable to  t'le Employee Stock 
Ownership P l a n  adopted in 1975. 
changes in  one of its plans t c  provide increased benefits ,  which had 
the e f fec t  of increasing pension costs by approximately $450,000. 

Ikrring 1576, Southern made certai? 

Primary earnings per share f o r  1976 were computed by dividing net  income, 
a f t e r  reduction for the preferred dividmd requirement of $59,OOG by the 
weighted average number o f  common shares outstanding of 1,580,880. Common 
equivalent shares (defined below) a d  adjustments result ing from the i r  
assumed exercise 'der2 exc lded  from the 1976 computations since the i r  
inclusion would have increased. earnings per share. 

Primary earnings per share f o r  t h e  years 1974, 1 9 i 5 ,  1977 and 1978 
were computed by dividing net income (adjusted as described below and 
reduced by the preferred diviiend requirement o f  $120,000, 559, O O C ,  
$59,000 and $41,000, respectively) by the weighted average nuxber or' 
common shares and c o m n  equivalent shares outstandhg during each 
period (1,598,582 in 1971, 1,765,168 i n  1975, 1,X2,923 in 1977 and 
1,539,114 in 1978). In 1975, CGmmOn equivalent shares comprised that  
number of shares issuable q c n  exercise o f  s tock options and :q'arrur-ts 
l e s s  ~e shares assured repurchased f r o m  the proceeds of i5e exercise 
a t  the averags market Trice for  tile period. In 1974, 19:s and 1977 ,  
cornan equivalent shares cmprised that nunber o f  common shares issuable 
upon exercise of  stock opticns and warrants in excess o f  20 per  cent of 
the number of c o m n  shares outstsnding a t  'ihe end of  these periods. 



SOrnRN AIRWAYS, mc. 
NOTES TO SLlMARY OF OPERATIONS 

FOR FIVE YEARS ENDED DEBIBER 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 c m o n  stock a t  the average market 
pr ice  during each period were assumed t o  have been applied t o  debt 
reduction, and the related in t e re s t  (net of  income tax effect)  was  
added t o  income for purposes of the calculation. 

In 1978, i f  shares o f  preferred stock and debentures which were 
converted into commn stock were assumed converted a t  tile beginning 
of the period, primary earnings per comnm and common equivalent 
share would have been $1.16 o r  a decrease of 13 cents per share. 

Fully diluted earnings per share fo r  the years 1974, 1975, 1977 
and 1978 were d e t e h e d  on the assumption that  the weighted average 
number of common and c o m n  equivalent shares for  these periods was 
further increased from the beginning of the period by conversion of 
outstanding convertible debentures and convertible pref, v r e d  stock 
(2,915,090 in 1974, 2,912,507 in 1975, 2 ,799 ,826  in 1977,  and 2,888,288 
in 1978). 
quirement, and in te res t  (net of  income tax effect)  re la ted t o  the 
debentures assumed converted, was added to income for  pu rpses  of 
the calculation. 
in 1976 would not have b.een di lut ive.  

These ca l cda t ions  also assumd no preferred dividend re- 

?he assumed conversion o f  convertible secur i t ies  

(4) For purposes of  this r a t io  (a) income has determined before reduction 
f o r  inccme taxes and fixed c'larges, and (b) fixed charges comprise 
t o t a l  i x t e re s t  expense aqd the mte res t  elements o f  rentals.  

(5 )  This S m r y  should be read in conjmction with the related financial 
statements a:d notes thereto included in the .kmual Report t o  Stock- 
holders incorporated by reference under Item 1 2  ( a ) ( l ) .  

h 

Reference is made t o  IManagement's Discussion o f  Summary of  Operations 
on pages 6 and 7 o f  the -innudl Report t o  Stockholders f o r  *the year ended 
kceniber 31, 1978,incorporated herein by reference. 

- 8- 
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Average Age 
Tge o f  Passenger of  Current W e r  o f  kircrafz 
Xirciaft Capacity Useful Life (years) Fleet (years) b n e d  i a s e d  - Tozal - 
E - 9 - 1 0  80 I S  (new), GRater o f  . 11.8 

5 years o r  rernainiq 
Life t o  1983 ( u e a )  

cc-9- 30 100 IS (new), 10 (used) 8.8 

20 2 

4 4 

22 

Netm 11 18 7 0.9 7 i 3 

Ttio DC-9-10 a i r c r a f t  are leased ?m&r lcng-tern leases,  -hit!! e-xgire in 
1979, a t  zn annual rental of  aymrcinately $390,000 ea&. 
purcll.ase chese a i r c r a f t  b July and August, 1979, ac 2 t o t a l  cost  or' 54,300,000. 
The four  K-9 -20  leased airsra.3 are  leased 5or the f s l l ou i ig  em: one f o r  a 
12-year tern. onCixg h 1981 [v lnua l  rent=l--S171,000) ; one 5 r  a 12-year t tm 
endi7g in 1983 (annu!, rental--.$5&5,000); one f o r  m 3-year ; e n  endins i? 
1983 (anma1 rental--S520,300) ; one f o r  a 10-year :tm ez i ing  iiL 1935 :arnml 
rencal--S560,C00). 
tern endiiig in  1986. 
o f  mp,n?L-.natcly 5115,500 per year $us interzs': ZOY <le f i rsz  seven years 
and $334,500 $us i n t e r i s t  t!!e eighth yezr. At the end o f  <?e eighth yeir  
=\e Company my- prciiase :$e aircYa2 for a ncriiiai ~ m m t .  

Tie Conpar-y hss also aqeet i  t o  lezse a z&i:imai seven xsxi  CC-9-19 
zircrzft f a r  a ttm of se7;en years csmncing Lq 1979 f o r  a :otal a m V a l  
rental of  53,200,000. 
of ske seven l e s e d  aircz-afz ar  St,600,000 per  aircr&. 

The Ceqar.y i n T t s . &  t o  

The one leased >!ecro I1 airmzft  is ltzsed f o r  m 8-year 
l ~ h d e ~  <?e bkcm I1 lease,  the Zsripzy h i l l  mke ?a>nexs 

- 

The Conq;a;ij; a h a  has an option t~ purckase sp t3 four 



For additional inforination regarding a i r c ra f t  financing obligations 
and agreements, see Notes C, D and H of Notes to Financial Statements 
included i n  the Annual Report to Stockholders incorporated herein by reference. 

Other Property 

I- 

In October 1977, the Company occupied a 120,000 square-foot newly con- 
s t a c t e d  General Office and Reservations building located a t  Hartsfield 
Atlanta International Airport on land leased from the City of Atlanta. 
Annual rental  paynents under tile capi ta l  lease obligation for  the building 
and related land rentals approximate $487,000. 
30 years. 

The te rn  of the lease is f o r  

"%e Company leases from the C i t y  of Atlanta, Georgia a 310,000 square- 
foot maintenance base and training center recently constructed a t  the 
Hartsfield Atlanta International Airport a t  an annul rental  of $2,519,000. 
The lease extends to  October 1, 2005 and may be renewed a t  the Company's 
option for an additional term extending to  January 1, 2024. 

The Company leases office and t icketing space a t  the different  airports 
from krhich it o?erates and in domtom locations in some of the c i t i e s  which 
it serves. 
premises and f a c i l i t i e s  a t  the 'Hafisfield Atlanta International Airport  Rot 
related to  the general operations of the Company, is approximately $2,15J,OOO. 

a t  the Atlanta Airport. The f ac i l i t y ,  h5id.1 i s  being leased from the C i t y  of 
Atlanta, includes approximately 39,760 s q a r e  fee t  of cargo bui ldi ig  space 
plus adjacer,t 1md of 2.734 acres. 
years from ti5e dzte of ocaqancy and nay be cancelled by the Company a f t e r  
the f i f t h  and tznth years i f  the Company elects  t o  lease space in another 
facility expected to  be constructed by the C i t y  of Atlanta in  the future. 
Annual rental  is aFproximately $123,COO. 

'he Company leases computer, nessage switching and automated ticketing 
equipcent at  an annual rental  of approximately $742,000 and has contracTzd 
t o  receive passenger reservations services and automated ticketing and fare 
quotation services throggh 1981. 
relazed coqu te r  and message s-itc;hing equipment rentals ($463,000 
in 197s) are based upm the nmber of undql icated passengers. 

The Company owns ramp, passenger service and ground cornmications 
equipment, shop tools and equipment, autombiles and trucks, furniture and 
fixtures ami under,pund fuel storage f a c i l i t i e s  located a t  various airpoyts. 
.All of  the Company's ground equipment and other properw is in good condition 
znd is deexed appropriate and adequate f o r  present operations. 

?he Company has an agreenent with the City of Atlanta t o  lease passezger 
gztes ar-d other airport  f a c i l i t i e s  a t  a new temina l  t o  be operational h 
l a t e  1951. 
nztely s2 million over a th i r ty  year period Cexcluding maintenance and. other 
operating costs) .  

??le aggregate amul rental  for  such f a c i l i t i e s ,  includhg the 

On April 1 2 ,  1976, the Company occupied a newly-constructed cargo f a c i l i t y  

The lease extends for a period o f  1 5  

Charges for  these services exclusive of 

The t e r n  of the lease c a l l  for  mudl net rental  payments cf approxi- 

-10-  



* rucept as m t c d  below, on Cecember 31, 1975,  nc ?erser, chned o f  
recxd ,  07 t o  the kowledge or' the Canpany cmed keneficially, 1 0 9  
o r  rare o f  i!\e outsranding votL~g szock of  the C~mpanv. 

oh~led beneficiaily 31,643 shares o f  Lhe v o t k g  securities o f  Lle Company, 
r e p r s e n z i q  19.1% of  rhe outstanding voting securities of  the Coqaqy. 
Xr.  Franlc W. Edse,  C i a i m  of the Eioard of the Coqany, oms  beneficially 
135,150 shares OT 78 or' t%e outstznding shares of -he Ccmpany's ccmon 
szock and has <le right ta acquire an additimal 73,916 shares (44) upm 
exzrtise or' ' a r r an t ,~  and comersicr: o f  2ecer;ttlres. 

.& o f  t ha t  &iz2 
t;je oG=<-a~- AA,Cr.3 zqd direczors or' the C ~ q a i y  md. their associacts z s  a 

Series A 
S I  Par Vaiue 

164, OOC - 

(3) 

m1 7 .  



IT31 9. Approxhate W e r  o f  Equity Security Holders 

Ti t le  of C l a s s  
Convertible Subordinated Debentures : 

C o m n  Stock ( Par Value $2)  

5-3/4% due kcenber 1, 1981 
6-1/2% due Xovember 1, 1983 

. Warrants 

Nurriber o f  &cord Kolders 

543 
195 

4,503 
460 

IT21 10. Submission of Matters t o  a Vote o f  Securit;. Holders. 

On February 23,  1979, a Special Meeting of Stockholders was  held to  vote 
on the proposed merger o f  the Company into Xorth Central Airlines, Inc. 
merger proposal xas approved with 1,384,166 shares voted for  and 17,035 against. 
Proxies f a r  the mezing were so l ic i ted  pursuant t o  Re,aufation 14A of the :Act. 

Tne 

ITJ3 11. Indemnificazi'on of Directors and Officers. 

Pursuant to  t he  provisions of Section 1 4 5  o f  the Ceneral Coqoracion Law 
of  the State of Delaware, every corporation created thereunder h s  the power 
to iiidemnify any and a l l  of its directors ,  off icers ,  employees o r  agents, 
including former directors , o r  of f icers ,  against e,xpenses, judgments, fiiies 
and amounts paid in settlernent actually and reasonably incurred by any such 
2erson in connection with S U G ~  action, s u i t  o r  proceedihg, i f  such persons 
acted in  good faith and in  a manner reasonably believed t3  be iii o r  not opposed 
to  the bes t  k t e r e s t  ?f the corporation. The Board o f  Directors o f  the Camyany 
on >lay 6 ,  1965, adopted a resolution authorizing the Company to  reimburse o r  
indemnify each pas t ,  ?resent, o r  future director,  o f f icer  o r  employee of  the 
Company, and eac? person whc m y  have served, is serving or may serve as a 
director,  officer o r  employee o f  any other  corporation a t  the rquest of t h e  
Ccrqa?y becscse o f  the Company's in te res t  ii such corporation as a sharehclder 
c r  credi tsr  t3 t he  extent and in the method,and as authorized by Secticn 1 4 3  
or' said law, and Trovlding tha t  the stzn&.rd of  conciuct f c r  *be C c q a ~ y ' s  
directors,  o f f icers ,  employees o r  agents be the same as t h a t  set out k 
Section 145 o f  said law. Tnis reso lu t im is s t i l l  in  full force and eyzect. 

- -  

ITEX 1 2 .  

(a) 1. Financial Staterzents 

F i n a x i a l  Statments,  Exhibits Filed, and Reports m Form 3-K.  

The fo l lwing  fi.nancial statements o f  the Resistrant. incliided i n  t h  
anruil report of zhe Regis ran t  t o  irs stockholders for  Lhe year e3ded 
Cecember 51, 1973, are inconorated hereiii by reference: 

- 1 2 -  



Balance Sheets--December 31, 1978 aid 1977 

h 

Statements of Income--Two years ended December 31, 1978 

Statements of Stockholders' Equity--Two years ended December 31, 1978 

Statements of Changes in Financial Position--Two years ended 

December 31, 1978 

Notes t o  Financial Statements--December 31, 1975 

The following financial information for  the years ended December 31, 1978 
and 1977 is submitted herewith on pages F-1 thru F-8. 

Additional Xote t o  Financial Statements--December 31, 19?8. 

Schedule V--Property and Equipment for  the years ended December 51, 
1978 and 1977 

Schedule VI--Allowances for  Depreciation and Xaintenance of 
Property and Equipment for  the years ended December 31, 1975 and 1977 

Schedule XII--Valuation and Quali2-g Accounts and Reserves fo r  the 
years ended December 31, 1978 and 1977 

A l l  other schedules (Nos. I, 11, 111, N, V I I ,  V I I I ,  IX, X, X I ,  XIII, 
WJ, XV, WI, XVII, XVIII and XIX) f o r  &id-& provision is made in tke applicable 
r egda t ion  of the Securities and Exchange Ccrmnission are  not required under *&e 
related instructions,  are inapplicable, o r  have been included in tZle Notes to  
Financial Statements and therefore have been omitted. 

2 .  Exhibits 

The following exhibits are f i l e d  as par t  o f  this report: 

Amendment Xumber 13 to  Credit Agreenent dated as o f  
February 20, 1973, and amended s of  February 2 ,  1977.  

.r\men&ent W e r  IS t o  Credit Agreenent dated as of 
February 20,  1973, ana amended as o f  February 2 ,  1977. 

Loan Agreement dated August 7 ,  1978, between Socthem 
Airways, Inc. and Great American Life Insurance Company. 

Loan Agreement dared.kgust 7 ,  1978, between Southern 
-kirways, Inc. and Stonewall Lisurance Ccmpany . 
Agreement between Soutikern Xinays, Inc. a!d Gtorge >I .  
Gross dated September 1, 1975. 

Agreement between Southern Airways, Inc. and Graycon Hall 
dated September 5 ,  1978. 

l l (aa)  Agreerrient between Southern Airways, Inc. and Cecil A. 
Beasley, Jr. dated Ju ly  7 3 ,  1975. 

-13- 
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Agreement between Southern Airways, Inc. and J. Kenneth 
Courtenay dated September 5 ,  1978. 

Agreement between Southern .&-ways, Inc. and Mary C. Hayes 
dated September 5 ,  1978. 

Agreement between Southern Airways, Inc. and Thomas .A. Wiley, 
Jr. dated July 38, 1975. 

Agreement between Southern Airways, Inc. and Ray W. Burden 
dated September 5, 1978. 

Agreement and P l a n  of Merger between Southern Airways, Inc. 
and North Central Airlines, Inc. dated September 5 ,  1978, 
(incorporated herein by reference to Form 8-K f i l e d  Septenber 
1 2 ,  1978). 

. b s i p n e n t  o f  Purchase Agreement dated October 31, 1978, 
between Southern Airways, Inc. and Xorth Central Airl ines,  
Inc. re lat ing to  the purchase of four DC9-50 a i r c ra f t  and 
an option to  purchase tkio DC9-80 a i r c ra f t  dated October 
1 4 ,  1977 and amended May 19, 1978. 

Computation of Rat io  of  Income to  Fixed Charges for ?he 
five years ended December 31, 1975. 

Computation of Earnings Per Ccmmon and Corrunon Equivalent 
Share for  the five years ended December 31, 1978. 

(b) Forn 8-R Filings. 

The Company was not required to  f i l e  Form 8-K pursuii t  t o  Section 13 
o r  13(d) of the Securities and Exchange A c t  o f  1934 d n i n g  the quarter ended 
December 31, 1978. 

-14- 



PART I1 

ITEN 14(b) Directors and Executive Officers of the Registrant 

The Directors of the Company are  as follows: 

Year 
Name and Age Principal Occupation First 

a t  December 31, 1978 Last Five Years Elected 

Frank W. W s e *  (66) Chairman of the Board o f  1943 
Directors and Chief Executive 
Officer of the Company 

Graydon Hall* (57) Vice m a i m  of  the 
Board of Directors 1962 

George M. Gross (52)  President of the Company 1970 

A. L. Maxson (43) Vice President - Finance 1975 
and Treasurer of the Company 

Cecil A. Beasley, Jr. (66) Vice President and Assistant 1950 
Secretary o f  the Company and 
Partner - Ballard, Beasley, and 
Xelson (Attorneys) 
Washington, D. C. 

F. Barton Harvey, Jr. ( 5 7 )  Partner - Alex, Brmn 6 Sons 1961 
. (Investment Bankers) 

Baltimore, ?&Tl=d 

David E. Hughes (35) President and Chief Exeatit-e 19 77 
Officer of Hughes Supply, Inc. 
(Manufacturer ar?d Cistrl' 7 Dutor 
of Electrical  and P lmbing  
Supplies) Orlando, Florida 

Alton F. Irby, Jr. ( 6 6 )  

G. Gunby .Jordan* (63) 

Chairman of the Board and 
Chief Executive Officer, 
Fred S. James G Company of 
Georgia, Inc. (Insurmce 
Agents and Counselors) 
Atlanta , Georgia 

Chairman of  the Board 1953 
The Jordan Company (Construction) 
C~lurrbus , Georgia 

1952 

Current 
Tern  
Ell& 

1981 

1980 

1979 

1981 

1980 

1979 

19 79 

1980 

1981 

-15- 



Name and Age 
a t  December 31, 1978 

Principal Occupation 
Last Five Years 

G. Frank Purvis, Jr.** (65) Chairman of the Board and 
Chief Executive Officer - 
Pan American Life insurance 
Company Xew Orleans, Louisiana 

Year Current 
F i r s t  Tern 

Elected Ends 

1964 1981 

Elton B. Stephens* ( 6 7 )  C h a i m  o f  the Board 1950 19'9 
B S C O  Industries, Inc. 
(Diversified Multinational Sales 
Corporation and Metal Manufacturer) 
Biningham, Alabama 

Richard A. Trippeer,Jr.** (39) President - Union Planters 
National B a n k  
Menrphis , Tennessee 

1372 1981 

Wm. Bew White, J r . *  (59) Assistant Secretary of the 1952 1980 
Company and Parmer - Bradley, 
Arant, Rose E White (Attorneys) 
Birmingham, Alabama 

Frank M. Young, III** (37) PartTler - North, Haskell, 
Slaughter, Young E Lewis 
(Attorneys) 
Biminghan, Alabama 

**der of Fxecutive Committee 

**&der of Audit Cormnittee. 

Efr. Young is the son-in-law of I&. thilse. 

The Executive Officers of the Company are as follows: 

and Year 
First Elected 

Executive Officer 

Cecil A. Beasley, Jr. 

Frank W. I-iulse (1943) 

Graydon Hall (1961) 

T i t l e  

(1978) Vice President and Assiszant 
Secretaq and girector  

C h a i m  of t.he Board of  
Directors and Chief Executive 
Cfficer 

Vice Chairrnan o f  t ie  

1977 1979 

Age a t  
December 31. 1975 

66 

66 

Board o f  Directors 
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Xame and Year 
F i r s t  Elected 

Evecutive Officer T i t l e  
Age a t  

December 31. 1978 

,- 

n 

George M. Gross (1965) . 

J. Kenneth Courtenay (1961) 

James G. Godsman (1975) 

A. L. Mason (1968) 

J. R. Price (1975) 

Victor C. mitt (1972) 

Tilden M. Shanahan (1374) 

Thomas A. IViley, Jr. (1967) 

President and Direczor 

Vice Resident  - Economic 
Regulations and S e n e  ta r7  

Vice President - Customer 
Sales and Service 

Vice President - Finance, 
Treasurer &.id Director 

Vice President - Properties 

Vice President - Technical 
Services 

Vice Resident  - Flighz 

Vice President - Marketing 

5 2  

51  

38 

43 

50 

55 

45 

55 

There is  no fanily relationship be*een any o f  the above off icers .  .All 

There are no 

executive off icers  are  elected annually by the Board of Directors t o  seme 
unt i l  -he next amwl Board of Directors meeting held following the annual 
stackholders meeting cn the f i r s t  Tuesday of May of each year. 
h o m  arrangements or  understmdings between any executive off icers  and any 
other person purscant t o  which any of the above-named Fersons  as selected 
as an off icer .  

All of the executive off icers  have been in the employ of the Company for 
Before joining the C~mpany in 1976, m r e  t5an f ive years except Mr. Godsman. 

Sk. Godsman %as hlarketing Group bkrager of New Business Ventures for  L'EGGS 
Products, Inc., a division o f  Hanes Corp. Previously, Hr. Godsman was enplayed 
by General Foods in various sales  and mrketing capacities. During 1975, 
&k. Hulsc, the Ccmpany's founder was elected Chairman o f  the Board and Chief 
Executive Officer a f t e r  holding the position o f  Presidect and Chief L.-ecuzive 
Officer for  The past  27 years. P r i o r  to the i r  elections to  the i r  emrent  
positions in 1978, Slr. Hall had been Executive Vice President and General 
Manager fmm 1963 to  1975 and President from 1975 to 1975, and Mr. Gross 
had been Vice President from 1963 to  1969 and Exemtive Vice President and 
General >!anager from 1975 to  1978. 
dent - Contracts and Properties since 1968, before being elected t o  h i s  
current position in 197'5. 

Mr. Price had been Assistant Vice Presi- 

blr. Snanahan joined the Company as a First Officer in 1950 and s h e -  
quencly held positions as System Chief P i l o t  and Director - Flight Division 
before becoming Vice President - Flight in  1971. 
Prui t t  and i$iley have ea& sen-ed in the capacities indicated by the i r  r i t l e s  
f o r  mre than five years. 

k s s r s .  Courtsmy, Elaxson, 



Items 13  and 15 of Part I1 of the Form l O - K ,  have been omitted 
from th is  Report pursuant to  the provisions of Instruction H to  Form 
l O - K ,  since a definit ive proxy statement pursuant to Regulation 14A 
under the Securities Exhange Act of 1934 t r i l l  be f i l e d  wit!!in 120 days 
a f t e r  the close of the f i sca l  year. 

h 

a 
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Signatures 

Pursuant to the rguirements o f  Section 1 3  o r  15(d) o f  the Securities 
Exchange Act of 1934, the registrant has duly caused t A k s  report to be 
signed on its behalf by the undersigned, thereunto duly authorized. 

SOuTHEW AIRWAYS, INC. 
(Registrant) 

Date >!arch 28,  1979 
A. L. Mxxson 
Vice President 
Finance and Treasurer 
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Report o f  Independent Accountants 

Board of Directors 
Southern Airways, Inc. 
Atlanta, Georgia 

We have examined the balance sheets o f  Southern Ailways, Inc. as of 
December 31, 1978 and 1977, and the related statements of income, stock- 
holders' equity and changes i n  financial position f o r  the years then ended 
included in the annual report to  stockholders of Southern Ainv-ays, Lnc. 
for  the year ended December 3'1, 1978, and the additional note to  financial  
statements and t l e  schedules l i s t ed  in the index under item 12(a) 1. 
Our examinations were made in accordance w i t h  generally accepted auditing 
standards and, accordingly, included such tests o f  the accounting records 
and sucfi other auditing procedures as we considered necessary in the cir- 
cums tances . 

As discussed in Note E t o  the Financial Statements, the Company in 
1978 amended the lease relat ing to  its maintenance base and training f a c i l i v  
and capitalized the lease fo r  incone tax purposes. 
may be en t i t l ed  TO reduce income taxes fo r  1975, 1976 and 1377 by approximately 
$800,000 because of  investment tax credi ts  related to the lease. 
the technical issues involved the Internal Revenue Service has not approved 
the Company's returns. 
accompanying financial ststements t o  recognize the income arising from t \e 
investment tax credi ts  t ha t  may be realized upon the fiqal resolution o f  
this matter. 

A s  a resu l t ,  the Ccmpany 

Because of 

Accordingly, no amounts have been included in the 

In our opinion, subject t o  the e f fec ts ,  i f  any, on the financial  s ta te -  
ments of the ultimate resolution of the matter disczssed in the preceding 
paragraph, the financial statements referred t o  above present f a i r l y  the 
financial position of Southern Airways, fnc. at December 31, 1978 axi 1977, 
and the resul ts  o f  its operations and changes in its financial  Tosirion f o r  
the years then ended, in  conformity with generally accepted aczounting 
principles applied on a consistent basis a f t e r  restatement for  the change, 
with d-iich w e  concur, i n  the nethod of accounting for  leases as described in 
Sote E t o  the Financial Statements in  the .baual Report to the Stockholders 
incorporzted herein by reference. 
additional note to financial statements and schedules referred t o  above 
present f a i r l y  the infomation s e t  fo rch  therein in  compliznce h i t h  the 
awlicable  accounting regulation of the Securities and Exchange Commission. 

Further, it is our oDinion that tile 

Atlanta, Georgia 
February 9 ,  1979 

F- 1 

Ernst  E Ernst 



s m R N  ?CIRl?AYS, mc. 
ADDITIONAL NOTE TO F1WCI.U ST-A'IBIENTS 

The Company is presenting cer ta in  replacement cost  data pertaining 
to its property and equipment as of December 31, 1978, and 1977, together 
w i t h  an estimate of the related depreciation e,xpense for  the years then 
ended. This information has been compiled in  accordance w i t h  the rules 
of the Securities and Exchange Comission (SEC) . 

The Company modified replacement cost  assumptions a t  December 31, 1978, 
taking into consideration the assignment o f  its purchase cominitment for  four 
new DC9-80 aircraft to  Xorth Central Airlines, Inc. 
in the calculation of replacement cost  a t  December 31, 1977. The data pre- 
sented below is based on the assumption that the Company would rzplace its 
ent i re  productive capacity a t  December 31st of each year hhether o r  not the 
funds to  do so were available or  such action were desirable. In actual i ty ,  
the replacement o f  property and equipment will take place over m y  years. 
Additionally, presentation o f  t h i s  data does not mean that  the Cowany has 
current plans to  replace its productive capacity in the m e r  assumed in 
estimating the data. The Company a l so  cautions that  replacement cost i s  
not the m e n t  value o f  existing property and equipment; it is only an 
estimate o f  the cost that  would be incurred i f  such assets were replaced 
a t  December 31, 1975 and 1977. 

These aircraft were used 

The following represents the estimated replacement cost data corrpiled 
in accordance with the rules of  the SEC: 

December 31 
1978 13-': 

Historical Replacement Hiscorical Rezlacernent 
Estimated Estimated 

Property and Equipment: 
Flight equipment 
Other property and equipment 

Less : .Ulowances for  depreciation 

Depreciaticn eqense  on property 

cost cost cost Cost 
(in thowancis of dollars) 

$108,834 $166,140 $100,168 S l S l ,  865 
19,101 2 4 , 2 7 1  14,864 17,987 
12;.935 190.411 115.032 169.552 

- -  
and equipment-for the year ended $ 12,305 S 17,240 5 10,081 $ 17,629 



SOUIHERN NRUYS, IYC. 

XDDITICPW, YOTE TO FIWCLZL S T . V " S  

F Historical cost amounts f o r  which replacement cost data have been 
estimated are as follows: 

1978 
Property and .Allowances fo r  DeDre- 

Depreciation ciation 
~ o u s a n d s  of dollars) 

Totals as shown in  the financial statements $132,143 $51,490 s12,113 Less amounts f o r  which replacement 
cost data has not been provided: 

LDurchase deposits 1; 331 - - 
Leasehold improvements * 1,579 

998 Construction work in progress - - 651 107 

Historical cost amounts for  which replacement 
cost data have been estimated $127,935 $SO ,839 512,305 

197: 
/ Property and xllowancss f o r  Depre- 

Eauipm? t Deprciat ion c ia  t ion 
in thousan s or dollars) 

Totals as shown in the financial statements $120,332 $30,998 $10 ,171  Less amounts f o r  hhich replacement 
cost data has not been provided: 

b rchase  d q o s i t s  3,390 - 
Leasehold iiqrovements * 1,385 

525 Construction work in progress - - 
, - 

545 90 

Historical cost  m u n t s  f o r  which replacement 
cost data have been estimated $115,052 $40,553 $10,081 

*Leasehold improvements applicable to  property leased from airport  authorit ies or  
other governmental units whit? have been excluded. 



ADDITIOEJAL NOTE TO FiXAlNCIiU S T A W S  

The primary uni t  of  productive capacity f o r  the a i r  transport i n h t r y  
is the passenger seat provided. 
cost of its current f l i gh t  equipment by multiplying the to t a l  n h e r  of 
passenger seats based on the mityimLrm seating capacity) by the per-seat price 
a t  December 31, 1975 and 1977 of new and used a i r c ra f t  respectively (his tor i -  
cal ly ,  most of the equipment acquired has been used). The price of t!\e 
a i r c ra f t  was determined based on estimates of  the cost of these a i r c ra f t .  
The per-seat price method has been developed by the Air Transport Association 
for  use i n  the a i r l i ne  industry. While the same number of seats would be  
available, the number of a i r c ra f t  available to the Company would be reduced 
since there would be more seats i n  each o f  the replacement a i r c ra f t  than in 
most of the a i r c ra f t  currently operated. 

The Company has estimated the replacement 

Replacement cost for spare engiiies have been estimated using the 
mst recent manufacturer's purclase pr ice  of new engines. 
parts supporting the a i r c ra f t  f l e e t  have been estinated based on the r a t io  
of  the h s t o r i c  costs of these assets to  the h is tor ic  cost o f  the a i r c ra f t .  

Rotable spare 

Replacement cost of ground equipment was estimated by us ing  price 
indices. Leased terminals, hangars and other f a c i l i t i e s  located a t  airports 
and leased f r c m  ari a i q o r t  a u t h o r i t y  or  other govemsnta l  mit are not 
considered ca?ital leases under FASB So. 13 and are not included in replace- 
ment cost data. 

Since his tor ical  depreciation is coquted on the s t ra ight- l ine method, 
accumulated depreciation for assets for  which replacement cost is estimated 
is c a l a l a t e d  by using the same ra t io  as the h is tor ica l  reserve i s  :o his tor i -  
cal cost and applying this r a t io  t a  the estinated replacement cost of  the 
assets. 

In the presentation of estimated replacement cost above, the Company 
has n o t  estirrated any operational efficiencies result ing from assumed re- 
placement of assets w i t +  assets haring greater economy o= A s i a l e .  

selected ~ o u l d  probably provide cerrain savings (e.g., reducTions in indirect 
labor, repairs and maintenance, and h e l )  h*ich would serve to  offset  the 
depreciation c!!arge. .Luthough ixieteminable,  the reduction in operating 
costs other than depreciation could, i n  the Company's opiqion, be s ignif icant ,  
b c t  m u l d  be offset  by an increase in interest  costs as a resul t  of additional 
borrowing t o  finance replacement assas .  
service aqd increased interest  costs has not been calculated because of  the 
Company's inabi l i ty  t o  deternrine the schedule GLaiiges required, 
bornwings required and the appliczble interest  ra tes ,  In addition, income 
tax effects ,  including investment tax credits zhat would resul t  from :he 
replacernent of productive capacity, would have t o  be taken into account. 

If the Corrgany xere to  replace its productive capacity, the equiper,t 

The effect  cf changes in scheauLed 

the additional 

F-J 
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The Company does not believe that  the estimated replacement cost data 
above can be used t o  impute the effects  of inf la t ion on the Company's net 
income without other factors,  such as the need for  futyre fare increases 
on the one hand and the impact o f  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 
ru les of the SEC and represent, in the Company's opinicn, a reasonable estimate. 
Flowever, the ab i l i t y  t o  estimate replacement costs has inherent limitations 
because of  the need f o r  substantial  subjective judgments. 
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S103,756,000 9.1,709,000 5 1,301,000 S - 51i1,:61,000 



Scheaule K . 

C o l m  A Column 3 Colm c Column D ColLrmn 2 C o 1 m  l- 

Additicns changes - 
Balanc,~ a t  Curged Add Balance a? 
Beginiiiqg t o  Cas= a d  [Deducz) E!!a of 

- Reireniezrs 32s c* ';e ?erica Fhssification o f  Period Eq2en5 2s 

Otner 

-Flight 

Ground 

Flight 

Ground 

Equi?men t 

Equipment 

Eauigent  

Equipen t 

Year Ended EeceTber 31, 1973 

335,49l,OOO $10,585,000 

$40,938,900 S12,423,000 5 1,343,000 S( 33.300) 

I1,OOO (A) 
5,507,000 S 1,723,000 93,000 7,142,000 

(A) Provision f o r  a i r f r m  a d  engine ovzr;hauls. 
(3) C o ~ o s e a  o f  i!!e folloking: 

( 165,COC) (292,300! 



h 

Year Ended Eecorber 31, i 9 7 7  

3llowance f o r  doubtA4il accomts .$ 162,000 S 96,000 sc 79,r3oo)(x) s n , o e o  
.Uicwance f o r  obsolesctnce-- 

maintenance and operating sG?lFes 31,717,000 $273,000(3) S(927,OCO) ( C j  Si,O63,GOC 

Year E n d d  2ectFber 31, 1978 

.Ulomnce f o r  doubt,% accounts 5 179,000 9112,000 5 (101,000) (-4) 5 190,3CfJ 
Ailowancc f o r  absolescenct-- 

mintenanct znd operazing strpplles SI, 063,000 5334,000 (3) 5 - 31,397,COO 

Consists o f  t!!e fo i loh ing:  
?ro*sion r'or im-entory obsol2scence 
Llowance a ~ l i c ~ l e  t o  carts f o r  

fu l ly  depreciated .L!aar,iz 404 equipent  
purchased (sold) --get 

19 -7 - 19 78 - 
f 334, 000 3 210,300 



(ANNUAL REPORT OMITTED) 
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