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Analysis of Assembly Substitute Amendment 2,
to Assembly Bill 941

Assembly Bill 941 ASA 2, was adopted by the State Assembly on March 29,
2000. The bill was messaged to the Senate but has not been considered there.

Midwest Express Airlines and Air Wisconsin, as “Hub” carriers, are granted
an exemption from the ad valorem property tax on all air carrier's
operating in Wisconsin. In 1999, Midwest Express’ ad valorem tax
assessment was $1,729,591 and Air Wisconsin’s was $446,746. Aviation
revenues deposited in the Transportation Fund will decrease approximately
$1.1 million gated in FY 2001 and $2.2 million in FY 2002 and thereafter.

Airport development for ’01 ‘02 is funded at current levels from the
Transportation Fund until June 30, 2003. S

Beginning July 1, 2003, State funding for airport development will be
segregated from the Transportation Fund. A new, dedicated Aeronautical
Activities Fund is created. The dedicated aviation revenues include the
receipts from the ad valorem property taxes on air carriers, general aviation
fuel taxes, aircraft registration fees, and sales and use taxes on non-

‘commercial aircraft. Aviation revenues from these sources are projected to-
 total $10.5 million in FY 2001-02. v :

Beginning July 1, 2003, provides supplemental support for the new

Aeronautical Activities Fund for airport development funding at current
levels. If receipts from dedicated aviation revenues fall below the current
program level of $11.8 million, the shortfall will be supplemented by
contributions of up to $1.3 million; $650,000 each from the segregated
Transportation Fund and the General Fund. _ '

Broadens the revenue base for funding the airport development program by
dedicating the revenues from sales and use tax on noncommercial aircraft to
Aeronautical Activities Fund. Assuming the economy remains strong and
aviation revenues continue to grow, the provisions in this bill would provide

greater potential for growth in airport development funding than the current
aviation-funding laws.

Creates Governor's Airport Financing Committee appointed from airlines,
airport managers, general aviation, private business, state agencies and
others to evaluate the State’s airport needs, funding and to recommend
revenue sources at or above 2001 funding levels.

4/7/00kwg
xdirmwxab941bullets
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'SUMMARY OF ASA 2 to AB 941 - MIDWEST EXPRESS

. Maintains current law relating to state appropriations for airports until July 1, 2003.
Current law funds state assistance to airports with SEG transportation dollars, which are

determined by the legislature in each biennial budget. This budget set the appropriating at
$11,832,200 in each year.

2. Cteates a new appropriation béginningJuly 1, 2003 for state assistance to local
airports. The new appropriation would be funded with dedicated revenue from aeronautic

taxes and fees that currently go to the SEG transportation fund, plus any supplemental
funding from the general fund. ' ’

3. Holds the new airport appropriation harmless for the loss of funds due to the hub
airline tax exemption. Provides that if the revenue sources directed to the newly-created
appropriation in 2003 is less than the current funding level ($11.8 million per year), the
difference would be made up by first allocating sales tax revenue from the 5% sales tax on
purchases of non-commercial aircraft. If the sales tax revenue is insufficient to hold the -
small airports harmless, the difference will be made up by 50% SEG transportation funds and
50% GPR funds, which are capped at $650,000 from each fund, for a total of $1.3 million.

4. Creates a Blue Ribbon Committee on Wisconsin Airport Financing. This committee
would be charged with recommending changes to the Wisconsin’s state aviation revenue
structure to meet the needs of the airport system. The Committee will submit
recommendations to the Governor and the Legislature no later than December 31, 2000.

5. Includes'fa‘sécondary definition of hub facility to allow Air Wisconsin to benefit from
the ad valorem tax break as well. The inclusion of Air Wisconsin will add approximately
$440,000 per biennum to the cost of the bill. . -

’POLSSeo}\
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ASSEMBLY BILL 941
An Act to repeal 20.395 (2) (dq); to amend 20.395 (4) (aq), 20.395 (9) (rd) and 20.395 (9) (td); and to create
20.395 (2) (dr) and 114.41 of the statutes; relating to: financial assistance for an air carrier that operates from

a hub facility, creating an airport financing committee, granting rule-making authority and making
- appropriations. (FE) : :
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SENATE SUBSTITUTE AMENDMENT,
TO 1999 ASSEMBLY BILL 941

- AN ACT to amend 76.02 (1) and 78.55 (1); and fo create 70.11 (40) of the statutes;

relating to: a pfoperty tax exemption for an air carrier that operates from a

hub facility, creatingan alrport ﬁnancmg commlttee and grantmg rule—makmg L

authorlty

_The people of the state of W’sconsm, represented in senate and assembly, do

enact as follows.
SECTION 1. 70.11 (40) of the statutes is created to read:
- 70.11 (40) Hus FaciuITY. (2) In this subsection:
1. “Air carrier compeny” means any person engaged in the business of

transportation in aircraft of persons or property for hire on regularly scheduled

flights. In this subdivision; “aircraft” has the meaning given in s. 76.02 (1).

2 “Hub facility” means any of the following'

a. A fac111ty at an alrport from which an air carrier company operated at least

45 common carrler departmg ﬂlghts each weekday in the pnor year and from which
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it transported passengers toat least 15 nonstop destmatmns as deﬁned by rule by L

} the department of revenue, or transported cargo to nonstop destmatlons, as defmed

by rule by the department of revenue

b. An airport or any combmatlon of a1rports in this state from whlch an air

carrier company cumulatlvely operated at least 20 common carrier departmg flights

“each weekday in the prior year, if the air carrier company’s headquarters, as defined :

.by rule by the department of revenue, is in this state.

(b) Property owned by an a1r carrier company that operates a hub faclhty in this.

state if the property is used in the operatlon of the air carrier company

(c). Paragraph (b) does not apply to property that is assessed after December ;

31 2003

SECTION 2. 76 02 (1) of the statutes is amended to read:

7 6. 02 (l) “Air carrier company” means any person engaged m the busmess of

s._’LQ.lleQ)_(h) In thls subsectlon, “aircraft” meansa completely equlpped operating

unit, 1nc1ud1ng spare ﬂlght equlpment used as a means of conveyance in a1r.

commerce. ,
SECTION 8. 78 55 (1) of the statutes i is amended to, read

78. 55 (1) “Air carrier company” has the meaning gwen ins. 1602—(—1—)1&,_11_(411)_

SECTION 4. Nonstatutory provisions.
(1) AIRPORT FINANCING COMMITTEE. There is created an airport financing
oommittee consisting of members appointed by the governor. The governor shall

appoint members representing the department of transportation, the department of
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‘commerce, ‘airport managers, airlines 'servi'ng this state, the general aviation
community, the people of this state, and private businesses having an intereSt in -

transportation policy and_ﬁnancing. The committee shall review and evaluate this

' state’s airport system needs and the current system of funding those needs and shall

_recomtnend ohanges, if any, to better meet those needs. Th'e‘ committee shall
evaluate, among other things: aircraﬂ;}re‘gi_stration fees; aviation fuel taxes and fees;
allocation of sales ta:_: receipts from the s,alebf aircraft, parts and services; and
al'lo'cation of FOther moneys 'rece"ived ‘from activities related to aviation The |

commlttees recommendatlons if any, should if enacted, generate revenue in

amounts equal to or greater than the sum of moneys approprlated for aeronautlcal o

. actlvltles in ﬁscal year 2001. Not later than December 31, 2000, the commlttee shall
submit a report containing the committee’s evaluation : ﬁndings and |

recommendatlons to the governor, and to the leglslature in the manner prov1ded

o ‘under sectlon 13. 172 (2) of the statutes

SECTION 5. Imtlal applicability. The treatment of sections 70.11 (40) 7 6. 02. y

(1) and 78.55 (1) of the statutes first applies to the property- tax assessments as of
January 1, 2001.

(END)



Legislative Fiscal Bureau
One East Main, Suite 301 « Madison, WI 53703 « (608) 266-3847 » Fax: (608) 267-6873

April 18, 2000

TO: | Senator Russell Decker
~ Room 323 South, State Capitol

FROM: Jon Dyck, Al Runde and Faith Russell
SUBJECT: Assembly Substitute Amendment 2 to Assembly Bill 941: Property Tax Exemption
for Air Carriers Operating from a Hub Facility ’

At your request, this memorandum summarizes Assembly Substitute Amendment 2 to
Assembly Bill 941 and provides an analysis of the fiscal effect of the amendment.

| SUMMARY OF ISUBSTITUTE AMENDMENT

Assembly Substitute Amendment 2 to Assembly Bill 941 would provide an exemption from
Chapter 70 property taxes and from Chapter 76 state ad valorem taxes for all property owned by an
air carrier that operates a hub facility in Wisconsin, if the property is used in the operation of the air
carrier company, effective with property assessed as of January 1, 2001.

‘An air carrier would be defined as any person engaged in the business of transporting
persons or property in aircraft for hire on regularly scheduled flights. ASA 2 would define a hub
facility as either one of the following: (a) a facility from which an air carrier operated at least 45
common carrier departing flights each weekday in the prior year and from which it transported
passengers to at least 15 nonstop destinations or transported cargo to nonstop destinations; or (b) an
airport or any combination of airports in Wisconsin from which an air carrier company
cumulatively operated at least 20 common carrier departing flights each weekday in the prior year,

if the air carrier company’s headquarters is in the state. DOR would be required to promulgate an

administrative rule defining "nonstop destinations" and "company headquarters" for purposes of

this provision. This provision would currently only apply to Midwest Express and Air Wisconsin
Airlines. : ‘

Effective July 1, 2003, the substitute amendment would repeal the existing, sum certain
aeronautics assistance SEG appropriation and replace it with three new aeronautical activities



appropriations. One of the new appropriations would be a transportation fund appropriation of all
monies received from: (a) the ad valorem tax on air carriers; (b) aircraft registration fees; (c) the
general aviation fuel tax; (d) sales and use taxes on noncommercial aircraft; and (e) any other tax or
fee received from an aeronautical activity and deposited in the transportation fund.  This
appropriation would exclude those amounts appropriated from the following: (a) aeronautical
assistance funds. provided to the state by local units of government or other sources; (b) federal
aeronautical assistance funds; and (c) funds received by DOT as payment for services associated
with the Department’s aircraft fleet. Deposits to this newly-created aeronautical activities
appropriation would first apply to monies received from taxes and fees on July 1, 2003. The
substitute amendment would require the transfer of any unencumbered amounts in the current state

aeronautics assistance appropriation to this newly-created aeronautical activities appropriation on
July 1, 2003. ‘ '

Beginning with July 1,2003, and every July 1 thereafter, the Department of Revenue would
be required to determine the total amount of sales and use taxes on noncommercial aircraft paid in
the immediately preceding calendar year and transfer that amount to the transportation fund.

Currently, tax collections on the sale and use of noncommercial aircraft are deposited in the general
fund. '

Of the other two aeronautical activities appropriations created by the substitute amendment,
one would be from the transportation fund and the other would be from the general fund. They
would be sum sufficient appropriations that would supplement the funding available for acronautics
assistance from the new, all-monies-received appropriation. The amounts appropriated in each of

 these two appropriations would be equal to the lesser of the following: (a) one-half of the difference

between the amount of aeronautical taxes and fees credited to the new acronautical activities
appropriation during the preceding fiscal year and $11.8 million (unless the amount received
exceeds $11.8 million); or (b) $650,000. The amendment would specify that no moneys could be
encumbered from either of these two appropriations in excess of the amounts encumbered from the
other appropriation, which ensures that the same amount will be encumbered from each
appropriation every year. In total, no more than $1.3 million could be provided in any fiscal year
($650,000 GPR and $650,000 SEG) to supplement the all-monies-received appropriation.

The substitute amendment would also create an Airport Financing Committee, with
members appointed by the Governor representing: (a) the Department of Transportation; (b) the
Department of Commerce; (c) airport managers; (d) airlines serving Wisconsin; () the general
aviation community; (f) the people of Wisconsin; and (g) private businesses having an interest in
transportation policy and financing. The Committee would be required to review and evaluate the
state's airport system needs and the current system of funding those needs and would have to
recommend changes, if any, to better meet those needs. In conducting this evaluation, the

'Committee would be required to review, among other things: (a) aircraft registration fees; (b)

aviation fuel taxes and fees; (c) allocation of sales tax receipts from the sale of aircraft, parts and
services to the aeronautical activities appropriation created by the substitute amendment; and (d)
allocation of other moneys to this appropriation. The Committee's recommendations would be _
required, if enacted, to generate revenue in amounts equal to or greater than the sum of moneys

appropriated for acronautical activities in 2000-01. The Committee would be required to submit a

Page 2



report containing its evaluation, findings and recommendations to the Governor and Legislature not
later than December 31, 2000. ‘

FISCAL EFFECT

Under the substitute amendmént, the exemption from Chapter 70 property taxes and from
Chapter 76 state ad valorem taxes would first occur for taxes assessed as of January 1, 2001. Ad
valorem tax payments are made in May and November of the year for which the assessments are

- made. In 2001, it is estimated that the assessment for Midwest Express would be approximately

$1.7 million, while the assessment for Air Wisconsin Airlines would be $438,000. Because the tax
exemption would initially apply to taxes assessed as of January 1, 2001, these air carriers would not
be required to make a May, 2001, payment. As a result, revenues to the transportation fund would
be reduced by approximately $1,069,000 in 2000-01 and $2,138,000 annually thereafter.

Beginning in 2003-04, however, transportation revenue would be increased as collections
from the sales and use taxes collected on the sale and use of noncommercial aircraft are deposited
in the transportation fund. It is estimated that this transfer would be approximately $3.0 million
annually. However, based on historical patterns, sales of noncommercial aircraft and, therefore, tax
collections from such sales, can be expected to fluctuate considerably from year to year.

The substitute amendment would replace the current SEG appropriation for aeronautics
assistance ($11,832,200 in 2000-01) with the three new appropriations, beginning in 2003-04. It is
estimated that, if there are no tax and fee changes or changes in the tax base prior to that time, that
the total amount appropriated in the all-monies-received appropriation would be $11.1 million
annually, which includes the $3.0 million from sales and use taxes on noncommercial aircraft. In
this case, $350,000 GPR and $350,000 SEG would be appropriated annually in the supplemental
appropriations to make up the difference between $11.8 million and the amounts in the all-monies-

 received appropriation. However, in the first year this funding mechanism is in.place (2003-04),

$650,000 GPR and $650,000 SEG would be appropriated in the supplemental appropriations, since
no monies would have been deposited in the all-monies-received appropriation in 2002-03.

- If the amount in the all-monies-received appropriation falls below $10.5 million in any yeai',
the amount available for acronautics assistance would fall below $11.8 million in that year because
each of the supplemental appropriations is capped at $650,000. If the amount in the all-monies-

received appropriation exceeds $11.8 million in any year, then no funds would be appropriated in
the supplemental appropriations in the following year.

We hopé this information is helpful. If you have any further questions, pleasé contact us.

JD/lah
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STATE REPRESENTATIVE

ANTONIO R. RILEY |
18TH ASSEMBLY DISTRICT

~ Written testimony
Senate Committee on Economic Development, Housing and Government Operations
Informational public hearing on Assembly Bill 941

April 25, 2000
State Capitol, Room 300 Southeast

By State Representative Antonio R. Riléy

There's still time for the legislature to take care of unfinished business.
The long list of legislative things-to-do includes acting to let Midwest Express grow in Wisconsin.

Today, | want to add my voice to those calling for state governmenf to move expeditiously to enact
Assembly Bill 941—or similar legislation—to reduce the tax disincentives for the airline's plans to
expand and remain competitive in Wisconsin.

We still have the éhaynce to do the right thing. Let's get this job done. No more delays. No more
excuses. '

- Midwest Express is planning a major expansion of service and capacity. The airline, which is the only
publicly-traded airline headquartered in the state, is weighing the merits of building that expansion in
Milwaukee, where its hub is currently located.

During the complex negotiations surrounding the state's budget bill, the Midwest Express tax initiative
surfaced but failed to be included in the budget deal that was finally worked-out.

It's a mystery to me why Wisconsin—which has done so much over recent years on a bi-partisan
basis to improve its business climate—has been dragging its feet when it comes to helping Midwest
Express, one of Wisconsin's signature corporations. ‘

Democrats and Republicans alike want Wisconsin to maintain a robust, job-producing economy.
Anyone who doubts the importance of Midwest Express for Wisconsin's economy ought to keep some
key facts in mind. Remember, Midwest Express's presence in Wisconsin:

STATE CAPITOL OFFICE ADDRESS: PO BOX 8953 » MADISON, W1 53708 » TOLL-FREE WI: 1-888-534-0018
MILWAUKEE HOME ADDRESS: 1132 N. 22ND STREET « MILWAUKEE, Wi 53233 « HOME PHONE (414) 933-0530
STATE CAPITOL OFFICE: (608) 266-0645 « FAX: (608) 282-3618 » E-MAIL: Rep.Riley@legis.state.wi.us
Printed on recycled paper
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= results in 10,500 jobs, including 2,742 workers employed directly by the airline in the Miwaukee-
area; : -

» generated $459 million in business revenue; , ,

* generated an economic impact in terms of personal earnings and spending of $266 million; and

» generated $453 million in state and local tax revenues in 1998.

Wisconsin's tax policies relating to airlines create disincentives for growth and put Wisconsin-based
airlines at a disadvantage when compared to airlines located in neighboring states.

One thing that we've been doing in Wisconsin over the past few years to encourage economic growth
is to eliminate items from the list of taxable property. For example, we have recently exempted
computers, pollution abatement equipment and animals and livestock from property taxes.

Let's extend this pro-growth agenda by exempting from property taxes all property owned by an air
carrier that operates an air carrier hub terminal in Wisconsin effective with taxes assessed January 1,
2001. Minnesota, lowa, Michigan and Hiinois all have tax policies that treat airlines more favorably

than does Wisconsin. :

Paving the way for Midwest Express to remain competitive and grow in Wisconsin should be a priority
for state government. When Midwest Express grows, we all grow.

Midwest Express is a company of exceptional quality. It has become justifiably famous for customer
satisfaction and for intense customer loyalty. Midwest Express's good name does Wisconsin proud.
Keeping the airline positioned for growth here not only makes quantifiable economic sense, it's also
key for important intangible reasons: pride, quality of life, prestige. Midwest Express and Wisconsin:
it's a partnership that's worked for both of us. Let's keep it going.

It's time to act.
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Sincerely,

April 11, 2000

Senator Chuck Chvala

Senate Majority Leader

Room 211 South, State Capitol
Madison, WI 53702

Dear Senator Chvala:

I want to personally thank you for your continued support of Wisconsin’s airports during the
legislative debate over the Midwest Express tax exemption proposal. Your efforts, along with

those of Senator Russ Decker empowered airports to achieve future funding assurances, which
were lacking in the original proposed bill. ” :

The Assembly recently passed ASA2-AB941 after a lengthy debate based 1n merit and

constituent input rather than partisan politics. The provisions contained in this legislationvhave

satisfied the imminent concerns of airports and facilitate the opportunity to engage broader long-
range issues. I have received assurance from the Governor’s office this legislation would be
signed into law intact should it reach his desk. ’

If has been particularly gratifying to watch this reform legislation take shape and impartially
accommodate both Wisconsin based airlines as well as ensuring adequate airport development.
funds are replenished annually. Please consider the fact that the overall state revenues generated

from the economic activities of Wisconsin’s airports far exceed the amount of return dollars for
state aviation needs.

Today, during the Wisconsin State Aviation Conference 2000, the Wisconsin Airport
Management Association gathered at its annual general membership meeting. The members
voted unanimously in support of ASA2-AB941. Our organization is satisfied that ASA2-AB941
in its current framework, is equitable to both Wisconsin based airlines and Wisconsin’s airports.

In anticipation this broad constituent support would d1m1msh any ancillary concerns you might
have with this legislation, I respectfully ask your support of this bill and request that you
introduce it to the Senate for consideration. ‘

Thank you again for your sﬁ;&bort of Wisconsin’s airports.

David C{J}n"s'en, fesi
WisconsifAirfort Management Association
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April 25, 2000

Senatqr Robert Wirch o
Chairman, Commirtee on Economic Development, Housing and Government Operations
Stare Capiral, Room 310 South . '

P.O, Box 7882 .
Madison, WI 53707-7882
‘Via Fax: (608) 267-0984

Dear Chairman Wirch:

In advance of the hearing before the Committes on Economic Development, Housing and
Government Operations, we ars writing to express our strong support for legislation thar would
provide tax incentives for Midwest Express 1o grow in Milwaukee. As your committee hears from

 various interests on this matter, we feel it important thar we conact you on behalf of the tourism and
‘hospitality i in the Greater Milwaukee Area. The more than 40,000 individuals in the
Milwaulksee area who rely on the travel and tounsm industry for their livelihood have no stronger
corporate supporter than Midwest Express Airlines.

The Greater Milwaukee Convenrion & Visitors Burezu includes more than 800 members in toutism,
. hospitality and related industries in Southeastern Wisconsin. None is more vital to the fature

- viahdlity of Milwaukee and the State of Wisconsin as a thriving destination for business travelers,
convention delegates and tourists than- Midwest Express. The Convention Center thar bears the
narme of our hometown zirline has vaulted Milwaukee to the upper echelon of convention and
meeting destinations, and these travelers enhance their Wisconsin experiences by choosing to ejoy
“the best care in the air.” The airline’s sincere commitment 1o its hometown is further exemplified in
its continuing support of our organization and other non-profit or cheritable organizations
throughout So erm Wisconsin. : , ,

Ower the next several years, Midwest Express is poised to undertake a $1 billion expansion and
significantly increase the number of employees located here in the Milwaukee ares. The language
passed by the Wisconsin State Assembly dunng the recently completed session would level the
playing field with surrounding states with regard to hub facilities. We strongly encourage you to
move forward and to urge your colleagues to finish this important rask this year by passing legislarion
in a special or extraordinary session that would create incentives for Midwest Express to expand in
Wisconsin, The sratewide econamic impact of this action would be significant and would enable one

of Wisconsin’s own to further blossom on its home soil.

810 West Kitborrn Avente 102 Wyt Grand dvevuie 1704 17th Spves, X%

Miliardker, WT 53204 Suite 200 Suier 1005

F14-275-3950 ‘ Chicaga, 1. G610 Wasbington. DG 20036

B00-231-0903 Conp. Offive: 342-595-1380 H12-293-6969 ’
. B0 $56-1448 Tourisn Bifo, 312-3U3-196Y forr HU2A66-9055 fux

41:1-273-5596 fax

1. mifucit ey .org
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Over the next three years, more than 15 new auractions will open or expand in the
Milwaukee ares, including Miller Park, Wisconsin Lake Schooner Education and Research
Ceanter, Potawatomi Entertainment Center, Calatrava Expansion at the Milwaukee Art -
Museum and Harley-Davidson'’s Museum E?::icnce, just to name a few. These attractions
and a.thriving‘convention business ét the Midwest Express Center will make Southeastern
Wisconsin a destination for more and more business and leisure travelers. The state needs a
strong and growing hub in Midwest Express Alslines to service these travelers and to

& business and further economic development statewide. With all the pieces in placs,

+  promote
 this can become Milwankee and Wisconsin’s finest hour for toutism and its associated
- economic benefits. We hope you and your colleagues will take action to help make this

reality by creating incentives for Midwest Express to grow here in Wisconsin.

If you have any questions, please feel free to contact either of us ar (414) 287-4251. We
appreciare your ongoing suppott of tourism in Wisconsin and your recognition of its

important place as an economic development vehicle across the state. ‘ .

BilIHanbury oel Brennan . - -

President & CEO iceé President of Goveraiment Policy
. Greater Milwaukee Convention & Greater Milwaukee Convention & -
Visitors Bureau : ' Visitorg Bureau

cc: Senator Rick Grobschmidr

14J003/003
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Headquarters:

Telephone:

Officers:

Corporate Structure: AWAC is a Subchapter S, Privately held by six individuals.

'AIR WISCONSIN AIRLINES CORPORATION

te Fact Sheef

W6390 Challenger Drive, Suite 203
Appleton, Wisconsin 54914

General: (920) 739-5123
Executive Offices: (920) 749-4188
Fax: (920) 749-4158

Website: www.airwis.com’

Geoffrey T. Crowley Chairman, President and CEO
Patrick J. Thompson
William P. Jordan
Rose M. Lussier
Officer

Vice President Customer Service

Vice President Operations

W. Doug Horn
J. Kevin LaWare

Executive Vice President Operations
Executive Vice President Admin./General Counsel
Vice President, Chief Accounting and Information

Aircraft: 1 BAe 146-100 4 Engine Jet 86 Seats
12 BAe 146-200 4 Engine Jet 86-88 Seats
5 BAe 146-300 4 Engine Jet 100 Seats
21 Dornier 328s 2 Engine Turboprop 32 Seats
5 Canadair RJ 2 Engine Jet 50 Seats
On Order:
4 Canadair RJ
Statistics: 1997 1998 1999
Passengers: 1,943,000 2,848 800 3,372,503
Revenue Passenger Miles: 608,223,000 877,063,000 1,142,405,000
Available Seat Miles: 959,122,000 1,292,402,000 1,752,789,000
Load Factor: 60.3% 68.6% 61.8%
Revenue $140,200,000 $196,600,000 $260,000,000*
Employees 950 1700 2200
* Estimate

As of: March 27, 2000

WWILEY_E_COYOTE\VOLI1 \GRPUSERS\G_EXO\ANITA\FACT.DOC
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BRIGHT C’ONSULTING INC.

GOVERNMENT & PUBLICAFFAIRS v
) MICHAELP.BRIGHT
’ PRESIDBNT

123 EasT Doty STREET, SurTe 205

Mabison, wi 53703
PHONE: 608-257-6544 / FAX: 608-257.6587
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Tax burdens by
state in millions
1999-2005 (est.)
8 Income tax
B Property tax

WI Ml IL IA MO MN

Midwest Express has been a valuable asset to the state of Wisconsin.

_+ With more than 3,000 employees and a fleet of 52 aircraft in service,

" Midwest Express has generated more than 10,000 jobs directly and indirectly
throughout Wisconsin. The aitline generates over $265 million in personal
earnings and over $459 million in business revenue attributable to
Midwest Express.

» Midwest Express provides the access that companies look for when making
decisions about locating or expanding business operations and corporate .
headquarters. As a hub airline in Milwaukee, Midwest Express serves 80 percent -
of major metro areas in the country with nonstop flights from Milwaukee. It
provides exclusive service to 12 of these cities. In a 1998 study, the Institute of
Public Policy found that “medium-sized cities that have a hub airport have been

. more successful in the 1990s in either attracting high technology employment or
in fostering its growth . . . there are over 12,000 more jobs in regions with hub
airports than those without a hub facility” :

¢ Moreover, the Wisconsin and Milwaukee convention and tourism industries have
benefited significantly from convenient access and superior quality service
provided by Midwest Express Airlines, as well as from the monies generated
through naming rights of the Midwest Express Center.

As with other businesses, Midwest Expréss must be competitive to
remain viable in the future.

« Midwest Express has been successful because it offers excellent quality service at
prices comparable to other airlines. But in today’s competitive environment it must

continue to expand and enhance its service to maintain its reputation as a leader in
service and reliability.

* The Company has plans to increase its fleet from 52 to close to 100 aircraft over

" the next five years. This will require an initial investment of $966 million and will
almost quadruple the book value of its fleet from $212 million to $820 million.
The Company anticipates providing service to and between new cities, with.
expanded service and greater capacity to others.

Wisconsin property tax policies put Midwest Express at a serious
competitive dlsadva,nuge.

* The nearly $1 billion investment that Midwest Express plans to make to upgrade

its service capability will substannally increase the property tax paid under
current Wisconsin law.

« If Midwest Express invests in an expanded fleet, it would pay millions of dollars
more in Wisconsin property taxes alone than its competitors would pay under the
same circumstances. If all projected growth for Midwest Express were to be
located in Wisconsin, current property tax law would result in a total property tax

- liability of $22.5 million for the Company over the next five years. That is

between $13 million and $18 ml]hon more than any nexghbormg states
would impose.
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Give Midwest Airlines a break

q Ttie most interesting ticoa?mic _ -
evelopment debate in the Wisconsin
Legislature these days is the Green Bay Granting M'd‘"eft Express a break
Pagk%s’ pl'e% for publg: %onegu todhe'lp - from Wisconsin’s uncompetitive
rebuild Lambeau Field. With all due nranark : .
respect to the Packers, it’s not the most P ro perty tax w_ould produce ]Obs' ‘
important developnient issue on the o
Legislature’s agenda. .. . - . ‘ , : :
. J'ar more vital to the future of Wisconsin’s neiglibors recognize
Wisconsin’s e¢onomy is the requestby  that. Iowa, Michigan and Illinois
west Express Airlines to get a $1.7" “:-exempt aircraft from taxes and Iowa
lllion tax break so the airlinecan. and Minnesota exempt ground
expand its flights and service across equipment. Competitors to Midwest
isconsin. o : Express get those breaks, but =~ .
The Legislature’s Joint Finance ~ Mijdwest Express ‘does not because of
ittee voted, 11-5, last week to Wisconsin’s antiquated system of
end lifting a $1.7 million per taxingairlines. . .-
rsonal property tax for the. :
ee-based airline. Wisconsin

.Those who oppose giving Midwest
Express a break say they’'re worried
out how it will-affect small.
rts. The personal property tax

enerated by'Midwest Express
" goes into a state aeronautics fund
. that aids all airports, commercial and
general aviation. : S
¢ That $60 million fund-includes
two-thirds federal money and

*14'percent from airline persona.

 taxes. The:Midwest Express
tty at 14 p'et;ﬁ%s:abm;t 39 '
on sought by Midw itage points: her, only 19
Exp ss?oi‘i‘égé‘é,‘ﬁ'oﬂ‘%ﬁn _ percent of the fund’s expenditures go
yith new jobs — and the higher ~ ... to:general aviation airports — and

en if they apply for money to
e renovation or expansion
cts.’‘None of that cash finances
day-to-day operations. «
" To ease the burden for small

airports, the bill includes a one-year.

. That growth should take place in*
Wisconsin. But it could happen in

Omaha, Neb., Kansas City, Mo.,or - “hold harmless” clause that gives the
some other city with the foresightto ~ state Department of Transportation.
seize the opportunity. ) time to figure out a better system. ‘
Airports with good airline service Airplanes and hangers aren’t as
generate economic activity. As: - crowd-pleasing as pro football’s most
- Wisconsin tries to attract the high- hallowed football stadium, but

tech firms of the future, the quality of they're more important to the state
‘commercial air service in Wisconsin  economy. Unlike the Packers,
will be an important draw. Midwest Express can fly away.



Thoughtful tax policies have proven to be among the most successful
tools available to states for encouraging economic growth.

* Each of Wisconsin’s neighboring states, and other states across the country with
major airline activity, have enacted tax provisions to encourage the location and
expansion of airlines because of the tremendous positive impact those airlines
have on the economies of the states and their municipalities.

* States with significant national airline activity have tax provisions designed to
encourage those airlines to expand their operations in their states. These airlines
are in direct competition with Midwest Express.

* For example, Iowa, Michigan and Illinois exempt aircraft and Illinois, Iowa and
Minnesota exempt ground equipment from property taxes. Other tax
considerations include shorter depreciable lives for aircraft.

* Even in Wisconsin, tax laws recognize the value of exempting business equipment
from taxes to promote economic development. Computers, treatment plant and
pollution abatement equipment and manufacturing equipment are exempt from
personal property taxes in Wisconsin. After the exemption was made in the

1970, significant development occurred within the state.

Midwest Express is supporting tax reform that will help produce a level
playing field.

* Exempting Midwest Express from the personal property tax would encourage the
Company to make the investments necessary to expand its services, its
employment base and the benefits it brings to Wisconsin while remaining , viohbors | )
competitive in the airline industry. : : grbors pave

. : tax provisions to encoyrage
* The exemption the Company is supporting would be more than made up ’ '

in income taxes, jobs and other direct and indirect benefits, including new economic growth a’?d airline
landing fees and property and facilities fees that Midwest Express will generate expansion. The airlines in these
as it grows.

neighboring states are in direct

* Midwest Express has demonstrated a solid commitment to Wisconsin and its
communities. The Company has supported hundreds of community
organizations including: the Marcus Center for the Performing Arts’ Rainbow
Summer, Midwest Athletes Against Childhood Cancer (MACC)Fund, American
Heart Association, Make-a-Wish, Next Door Foundauon Project Equality and . )
Milwaukee Art Museum. provide tax exemptions for

competition with Midwest Express
* States bordering Wisconsin tha

aircraft include Iowa, Mtchtgan

and Illinois,

* Ground equipment is exempt
Jrom property taxes in Illinois,

) - lowa and Minnesota.
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 Page Date -~ Media Source o | Hgadline
Editorials e
1~ 3/19/2000 = Milwaukee Journal-Sentinel Airline a worthy beneficiary -

2 .3/ 1372000  Green Bay Press-Gazette ‘Tax MidWest Express as other
R R state businesses are taxed

3 3/5/2000  Wisconsin State Journal - Give Midwest Airlines 4 break

. Exemption woﬁl_é_l help airline grow

2/29/2000 | | ing the best care in the air

The Businessbjou'rr.xal‘ : ress tax break ought to.fly -




LWAUKEE

JOURNAL SENTINEL

3-19:2000 . | ~ AIRLINES

other states, airlines that compete with Mid-
west Express end up with an unfair advantage.

consin, Midwest Express has a major economic
impact in this state, one that promises to be-

expect to add more than 1,200 jobs in Wiscon-
‘sin within the next five years.

' porters of the tax break have gone one

sta
eeded Publi? mone:

projects at 14 axrports m ° thoseitemsaretax-
Wisconsin. .

' Gov. Tommy Thomp-  exempt in other states,
son had put $2.4 million . —— —
in his biennial budget airlines that compete

. last year for the Midwest

Express tax break, cor-  With Midwest Express
;eeceﬂ ed gto hﬁg‘:{,‘::ﬁs end up with an unfair

line compete. advantage.
Midwest Express had ntage.

o ' . - Correcting that inequity is good not only for
a WO ! o Midwest Express, but also for Wisconsin. With-
1% Jiwlay 3,000 total employees, 80% of whom are in Wis-
come even more pronounced. Airline officials

by agreeing that future funds for -

ore léwmakeré in Mad-

ws for Midwest Express . 511‘:;“:: a; glsxau;g_
fastest-giing em- worthwhile legislation.

 MIDWEST EXPRESS

The best care in the alr®

A0 qe requested the “tax break = .
e N to offset property taxes on airplanes and e(pnp-
' . ‘ e ' ment. Because those items are tax-exempt in -
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