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SOLUTION:

Improve air service at Louisville International Airport
(SDF) by adding new nonstop service to key coastal
markets, with other markets to follow.
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OUR PLAN TO DEVELOP NEW AIR SERVICE FROM LOUISVILLE

Louisville Regional Airlift Development, Inc. (LRAD] is the region’s newest non-profit corporation. LRAD is backed by
leading business and community leaders in a dynamic region of six million people which extends from Louisville to
include Southern Indiana, Elizabethtown, and Bowling Green. LRAD’s mission is simple: develop new nonstop air service
routes from SDF - service which will provide enormous benefits to the entire region - to new and important domestic
and international markets over a multi-year period. Individuals, businesses, and other organizations can support this
drive by making a tax-deductible pledge to provide funds to be used for minimum revenue guarantees to support

the launch of new air service at SDF. For more information, please visit www.lradinc.com or contact Luke Schmidt

at lbschmidt@lbschmidt.com or 502.292.2898.

LOUISVILLE REGIONAL AIRLIFT DEVELOPMENT, INC.

OFFICERS/DIRECTORS

David Jones, Sr., Chairman Emeritus

Officers:

e Koleman Karleski, Chairman
e Ed Glasscock, Vice Chairman
e Sandra Frazier, Secretary

e Michael Mountjoy, Treasurer

Board of Directors:

e Scott Catlett, Vice President & Deputy
General Counsel, Yum! Brands, Inc.

¢ Wendy Dant Chesser, President,
One Southern Indiana

¢ Roger Cude, Enterprise Vice President,
Humana

e Chuck Denny, President,
Kentucky - Tennessee Market, PNC Bank

e Sandra Frazier, Chief Executive Officer,
Tandem Public Relations & Marketing

e Terry Gill, Secretary,
Cabinet for Economic Development,
Commonwealth of Kentucky

¢ Ed Glasscock, Chairman Emeritus,
Frost Brown Todd

* Brett Hale, Vice President,
Global Public Affairs, Beam Suntory

¢ Jim Hartlage, President & CEO,
Hartlage Management Company

e Koleman Karleski, Investor
e Pete Mahurin, Chairman,
Hilliard Lyons Financial Services
¢ John Moore, CEO,
Atria Senior Living
¢ Michael Mountjoy, Partner,
Mountjoy, Chilton & Medley
¢ Jim O’Malley, Senior Vice President, Director,
Corporate Affairs, Brown-Forman
e Kent Oyler, President & CEO,
Greater Louisville, Inc. (GLI]
e Brad Richardson, President,
Hardin County Chamber of Commerce
e Lesa Seibert, President/CEQ,
Mightily; (Louisville Regional Airport Authority, Director)
e Kerry Stemler, President,
K.M. Stemler Company
e Mary Ellen Wiederwohl, Chief,
Louisville Forward, Louisville Metro Government
¢ Karen Williams-Goetz, President & CEO,
Louisville Convention & Visitors Bureau

Luke B. Schmidt, Project Consultant
President, L.B. Schmidt & Associates, LLC



Louisville passenger air service is inadequate for local travelers
and is not competitive with peer cities.

Louisville nonstop service represents only 50% of the nonstop
destinations served by airports in Cincinnati, Indianapolis, and
Nashville. Louisville’s air service represents between 33% and
50% of the total number of daily departures in these same cities.

Nonstop service to new, key markets is important to the
region’s future. New service to Los Angeles, Boston, and other
important markets will create new jobs, bring more tourists

to the Kentucky Bourbon Trail, serve as a catalyst for new film
production and bring new conventions to the city.

Louisville lacks nonstop routes to key U.S. metro markets,
including Los Angeles, Boston, San Francisco, Seattle, and
adequate service to New York (combined, these markets
represent five of the top 15 metro markets) and billions of
potential new commerce for Kentucky.

Strikingly, over 500,000 local passengers each year -
representing nearly 33% of Louisville's annual enplanements
- drive to Cincinnati or Nashville for better air service options,
making Louisville a net exporter of air travelers.

Other mid-sized cities have made passenger air service a top
priority, organizing civic and business leadership to provide
proven incentives for airlines to add new nonstop service (e.g.,
United Airlines from Indianapolis to San Francisco; Southwest
Airlines from Columbus to Oakland, etc.).



WHAT IS A MINIMUM REVENUE GUARANTEE?

Minimum revenue guarantees (MRGs) serve as an important incentive offered by communities of all sizes which are
actively recruiting new commercial air service routes. MRGs enable the community to share in the initial risk of a new
route with an airline as the new route builds to a sustainable/profitable level. Funds used for MRGs are typically raised
from a variety of private and public sources and are placed into a dedicated account to support the new route. An MRG
incentive is defined by a confidential contract between the community and the airline for a period of between one to two
years. The contract also includes the airline’s monthly or quarterly revenue target. MRG funds are used to offset any
revenue shortfalls during the contract period.

If, following a reporting period, the airline reports falling short of its agreed upon revenue target, the community writes a
check to the airline in the amount of the shortfall (the difference between the revenue target and actual revenue realized).
If, following a reporting period, the airline meets or exceeds the agreed upon revenue target, no check is written to

the airline and any revenue surplus amount is carried forward as a credit to the benefit of the community for the next
reporting period.

MRGs are not long-term subsidies and the incentive expires at the end of the contract period. Any funds remaining in the
dedicated account at the end of the contract period are rolled over to support additional new routes.

HOW DOES AN MRG WORK?

Hypothetical Example

New Route: XYZ Airlines; Louisville to Los Angeles
Contract Period: One (1) Year
MRG Amount: $2,000,000 (deposited into dedicated account prior to service launch)
Monthly Revenue Target
Reporting Period: $1,000,000
Reporting Monthly Revenue Actual Revenue Revenue Shortfall/ MRG Drawdown/
Period Target Realized Profit Community Credit
Month # 1 $1,000,000 $850,000 ($150,000) $150,000
Month # 2 1,000,000 912,500 (87,500) 87,500
Month # 3 1,000,000 1,345,000 345,000 345,000
Month # 4 1,000,000 950,000 (50,000) 295,000
Month # 5 1,000,000 980,000 (20,000) 275,000
Month # 6 1,000,000 1,300,000 300,000 575,000
Month # 7 1,000,000 1,145,600 145,600 720,600
Month # 8 1,000,000 1,350,000 350,000 1,070,600
Month # 9 1,000,000 1,350,000 350,000 1,420,600
Month # 10 1,000,000 1,350,000 350,000 1,770,600
Month # 11 1,000,000 1,350,000 350,000 2,120,600
Month # 12 1,000,000 1,350,000 350,000 2,470,600

 Total MRG payments to XYZ Airlines: $237,500
e Total MRG escrow funds remaining at end of contract term: $1,762,500 - are rolled over to support additional new routes selected by LRAD
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