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From: Edgar James <ejames@jamhoff.com>

Sent: Woednesday, December 12, 2012 12:15 PM

To: Kennedy Wes; Brown Dave; Roghair Neil; David Dean; Hame! Tim
Subject: Fwd: MOU

Attachments: Wednesday MOU.docx; ATTO0001.htm

Sent from my iPhone

Begin forwarded message:

From: "Mollen, Neal D." <nealmollen@paulhastings.com>
Date: December 12, 2012, 11:25:59 AM CST

To: <ejames@jamhoff.com>

Subject: MOU
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IRS Circular 230 Disclosure: As required by U.S.Treasury Regulations governing tax practice, you are hereby advised
that any written tax advice contained hergin was not written or intended to be used {and cannct be used) by any

taxpayer for the purpose of avoiding penalties that may be imposed under the U.S. Internal Revenue Code,
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This message is sent by a law firm and may contain information that is privileged or confidential, If you received
this transmission in error, please notify the sender by reply e-mail and delete the message and any attachments.

For additional information, please visit our website at



CONFIDENTIAL WORKING DRAFT
FOR DISCUSSION PURPOSES ONLY
SUBJECT TO NON-DISCLOSURE AGREEMEENT

MEMORANDUM OF UNDERSTANDING
REGARDING

CONTINGENT COLLECTIVE BARGAINING AGREEMENT

The parties, US Airways, Inc. ("US Airways"), the Allied Pilots Association
("APA"), American Airlines, Inc. ("American™), and the US Airline
Pilots Association ("USAPA”), hereby agree as foilows:

Process Elements

. US Airways and APA have agreed to a Conditional Labor And Plan Of
Reorganization Agreement executed April 13, 2012 and as amended from time-to-
time (the "CLA"), and processes to produce from the CLA two collective
bargaining agreements: (a) a New APA CBA as defined in the CLA; and (b) a Joint
CBA ((the "JCBA") fo apply to a merged workforce composed of pilots currently
employed by American And US Airways.

. The parties agree that, except as modified herein and except as the CLA requires
that certain events occur earlier, the CLA, including the interest arbitration
processes provided for therein and any results obtained thereunder, will
be binding and apply to all US Airways pilots on the effective date of a plan of
reorganization as described in Paragraph __ (the "Effective Date"), including but not
limited to the CLA's provisions regarding pay, vacation, work rules, no-furlough
protection (subject to a force majeure exception, as specified
below), pay protection, scope, modifications to the CLA, and the processes to
produce the New APA CBA and the JCBA. Notwithstanding the forgoing, any
changes made to the CLA by US Airways and with the concurrence of American
Airlines prior to the effective date of the JCBA will apply with equal force to the pilots at

US Airways.

. If the CLA is deemed to be unenforceable or nullified as a result of any action taken, or
claim, lawsuit or grievance brought or pursued by APA, USAPA, or any piloi(s)
represented by USAPA or APA, USAPA and APA agree that the terms and conditions
of employment for the pilots employed by the New American Airlines as of or after the
Effective Date will be the agreement between American and APA ratified on
December 7, 2012.

. Except as specifically provided in Paragraph 10, itis the intent of the

parties that after this Memorandum becomes effective, the terms and conditions of

employment for pilots employed by US Airways will be set by the former 2003 AA pilot
1
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agreement, as modified by this Memorandum and the CLA and in accordance with the
process specified therein. The parties further understand, however, that it will take
some period of time for those terms to be implemented for the US Airways pilots.
Accordingly, the parties agree that each term of the 2003 AA pilot agreement, as
modified by the CLA and this Memorandum, shall be applicable to all US Airways
pilots at the earliest practicable time for each such term, and such terms, when
applicable, shall govern and displace any conflicting or wholly or partially inconsistent
provision of the former US Airways pilot agreements or the sfatus quo arising
thereunder.

. Negotiations to convert the CLA into the JCBA and any implementation or other
interim agreement shall be conducted with USAPA and APA jointly, untit such time
as one union is certified by the National Mediation Board to be the coilective
bargaining representative of the combined pilot craft or class. At that time, the duly-
certified representative shall have exclusive authority to negotiate on behalf of the
pilots with respect to the JCBA. It is the parties’ intention that the JCBA shall
replace any and all prior collective bargaining agreements. NOTE: THIS MAY BE
i?

. US Airways and its successor (if any) shall continue to recognize and treat with
USAPA as the representative of the pilots employed by US Airways until another
representative for the pilot craft or class is certified by the National Mediation Board

(NMB).

. During the period US Airways and its successor (if any) is obligated to bargain with
USAPA, it will provide information requested by duly authorized representatives of
USAPA's Negotiating Advisory arid Merger Committees that is reasonably related

to the consolidation of AMR Corp. and/or its affiliates with US Airways Group and/or
its affiliates, subject o the execution of standard confidentiality agreements by
USAPA and/or affected individuals upon US Airways' request. US Airways shall
continue to supply information pursuant o Attachment M of the Basic East
Agreement in matters unrelated to the acquisition.

. US Airways or its successor (if any) shall reimburse USAPA for expenses incurred
after May 1, 2012, as well as for all flight pay loss, incurred in developing and
carrying out the functions specified in this Memorandum and in integrating seniority
lists in accordance with the procedures described in McCaskill-Bond, but not for |
any expenses or flight pay loss associated with litigation against-US Airways, the
New American Airlines, or their affiliates, related entities or successor(s), if any, or
with respect to the current seniority dispute at issue in the United States District
Court for the District of Arizona or to influence the representation choices of its
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employees or affect their organization rights under Section 2, Ninth of the Railway
Labor Act. The reimbursement for expenses related to seniority list integration shall
be made no later than 30 days after presentation of an integrated seniority list to
US Airways or its successor that complies with the provisions of Paragraph 9
below. Reimbursement for expenses, other than for seniority list integration, shall
be made no later than 30 days after USAPA's submission of an invoice in a form
suitable to US Airways or its successor so long as USAPA has submitted the
invoice within 45 days of the date when the expense was incurred or the date of
execution of this Memorandum of Understanding, whichever is later. All expenses
for flight pay loss shall be paid directly by US Airways or its successor and USAPA
shall provide supporting information to support the flight pay loss claim. US
Airways or its successor shall also make positive space transportation available to
members of USAPA's Merger and Negotiating Advisory Committees when engaged
in activities related to seniority list integration and contract negotiations.

Substantive Elementis

9. Beginning on the Effective Date, or as soon thereafter as practicable for working
conditions affecting compensation, pilots employed by US Airways shall be paid in
accordance with the provisions of the "New APA CBA" (within the meaning of the
CLA) that are generally applicable to pilots employed by New American Airlines.
Their eligibility for a defined contribution plan shall commence on the Effective
Date, and New American’s [terminology] contribution to the retirement plan shall be
calculated by multiplying an eligible pilot's new pay rate by the percentage
contribution made by New American Airlines to its pilots’ defined contribution
retirement plan.

8 JALL LANGUAGE IN THIS SECTION ARE OPEN W/R/T FENCES AND HOW LONG
THEY WILL LAST. AWAITING INPUT FROM APA AND USAPA]. US Airways and
its successor (if any) agrees fo the following protections that will begin on the
Effective Date and last until the earlier of: [(a) the effective date of a new JCBA, or
(b) eighteen (18) months after US Airways and the New American Airlines obtain a
single operating certificate.] As used herein, references to "operational integration,”
"operational merger" and "singie operating certificate” refer to the date on which the
Federal Aviation Administration has issued a single operating certificate and there
are no governmental reguiatory impediments to US Airways and New American
Airlines pilots performing flying previously conducted by the other carrier. All of the
provisions in this Paragraph 11 are subject to the temporal limitations herein and
the force majeure exception described infra. '

a. The number of aircraft block hours scheduled to be flown by mainline US Airways
East pilots during any rolling 12-month look-back period shall be no less than
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[, . The number of aircraft block hours scheduled to be flown by mainline
US Airways West pilots during any rolling 12-month look-back period shall be no less

than[  , 1

Commencing when the total number of US Airways aircraft in Category C (within the
meaning of the CLA) equals 31, the ratio of aircraft block hours scheduled to be
flown by US Airways pilots on a monthly basis in the 31st and subsequently
inducted Category C aircraft to the aircraft block hours scheduled to be flown by
New American Airlines pilots on a monthly basis in the 31st and subsequently
inducted Category C aircraft shall, within 6 months of the induction of the 31st
Category C aircraft, be within 10 percentage points of the ratio of the US Airways
Baseline to the New American Airlines Baseline (as defined above in Paragraph

7.a).

For purposes of this Paragraph 7, scheduled block hours for a given month shall be
determined by reference to an airline's flight schedule as published for sale 30 days
prior to the first day of the month. US Airways or its successor shall furnish the
scheduled block hour data to USAPA and APA no later than 30 days prior {o the
first day of each month.

All shuttle flying between DCA, LGA and BOS shall be performed by US Airways
pilots.

All of the existing flying between PHX and Hawaii shall be performed by US Airways
pilots.

Nothing herein shall prevent placement of the "US" code on flights operated by
American Airlines or the New American Airlines (or by any other airline when
displaying the "AA" code) immediately upon the Effective Date, and it is expressly
agreed that US Airways may do so. Subject to the provisions of this Memorandum
of Understanding, immediately upon the Effective Date, US Airways and the New
American Airlines or their successors (if any) may move forward with obtaining and
utilizing a single operating certificate, and otherwise combining the operations of
the two carriers, except for those measures that are dependent upon
implementation of an integrated seniority list. Notwithstanding anything to the
contrary in this Memorandum, the codesharing permitted by this paragraph shall be
permissible after the effective date of this Memorandum and shall remain so even if
this Memorandum or the CLA subsequently are deemed to be unenforceable or
nuliified as a result of any action taken, or claim, lawsuit or grievance brought or
pursued by APA, USAPA, or any pilot(s) represented by USAPA or APA

12.A seniority integration process consistent with McCaskill-
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Bond shall begin within 38 days of the approval by the
bankruptcy court of a Plan of Reorganization that
contemplates a ' combination of the two airlines. If, on
the date 38 days following the approval of such Plan of
Reorganization, direct negotiations have failed to
result in a merged seniority list acceptable to the pilots
at both airlines, an arbitrator(s) will be designated
within 28 days to resolve the dispute. That arbitration

will commence no later than days after the
The arbitrator(s) will

designation of the arbitrator(s)

render his or her award within days of the
commencement of the arbitration. No later than
days after the commencement of the arbitration, the
parties will present to the Company a merged seniority
list. US Airways and the New American Airlines, and their successors (if (any),
agree to implement that seniority list if it complies with the following criteria: (i) no
"systemn flush” whereby an active pilot may displace any other active pilot from the
latter's position; and (ii} furloughed pilots may not bump/displace active pilots; and
(iif) except as set forth in paragraphs 11 and 12 below, no requirement for pilots to
be compensated for flying not performed (e.g., differential pay for a position not
actuaily flown); and (iv) allows pilots who, at the time of implementation of an
integrated seniority list, are in the process of completing or who have completed
initial qualification training for a new category (e.g., A320 Captain or 757 First
Officer) to be assigned to the position for which they have been trained, regardiess

of their relative standing on the integrated seniority list; and (v) does not contain

conditions and restrictions that materially increase costs associated with training or
company paid move as specified in the JCBA. The integrated seniority list
resulting from the McCaskill-Bond process shall be final and binding. During the
McCaskill-Bond process, including any arbitration hearing, US Airways and New
American Airlines, or their successors (if any) shall remain neutral with respect to
which seniority list should be adopted insofar and to the extent such lists comply
with restrictions (i)-(v) above. The obligations contained in this Paragraph shall be
specifically enforceable on an expedited basis before a System Board of
Adjustment in accordance with this Memorandum’s “Enforcement” Paragraph
and/or before a court of competent jurisdiction.

US Airways or its successor (if any) shall not furlough any pilots, who have
established and maintain seniority on the US Airways mainline system as of the
Effective Date, during the term of the New APA CBA -except those pilots on
furlough as of the Effective Date. Nor shall the carrier furlough any such pilot in
anticipation of the transaction that results in the formation of the New American
Airlines or of the operationally merged carrier consisting of the New American
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Airlines and US Airways. This Paragraph __is subject to the force majeure
exception described infra. '

14.a. Any US Airways pilot who is in a non-furlough status as of the Effective Date
and thereafter is involuntarily displaced to a lower paying position shall be pay
protected. The pay protections of this paragraph shall continue unchanged if the
affected pilot[s] suffer[s] multiple displacements, but shall end whenever such
pilot[s] can hold the position from which the pilot was originally displaced or an
equivalent or greater pay position. The final version of this pay protection provision,
including its duration, will be substantively the same as in the New APA CBA.

15. Commencing on the date of single operating certificate, all pilots, who have
established and maintain seniority on the US Airways mainline system and who are
in a non-furlough status as of the signing of this Memorandum of Understanding,
will be paid in accordance with the Group | pay rates (within the meaning of the
CLA) when flying a Group | aircraft except for the foliowing pay protection: a Group
I captain shall be paid at Group Il first officer pay rates unless the captain can hold
a Group Il first officer or higher-paying position; a Group | first officer shall be paid
at Group I first officer pay rates unless the first officer can hold a Group I first

officer or higher-paying position.
16. Parity.

- US Airways agrees that the pay-rate parity provisions of the CLA (pages 4-
6) will be modified to change the six year review to three years for Groups |-V. The
pay rate adjustments will be effective as of the first day of the contractual month
beginning on or after the Effective Date +36 months, July 1, 2016, whichever is

earlier.

17. USAPA agrees to waive all change of control provisions, including, but not limited to,
Section 1.D in the East collective bargaining agreement, LPPs, daily minimum
utilization, and minimum fleet requirements in the East and West collective
bargaining agreements and in the Transition Agreement conditioned upon the
subsequent event of the occurrence of the effective date of a plan of reorganization
for such of those AMR Corp.-related debtors required to effectuate a combination of
American Airlines, Inc. and US Airways Inc. to which the JCBA (within the meaning

of this Memorandum of Understanding) shall apply.
6
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Except as pfovided otherwise in Paragraph 3, US Airways agrees that it will comply
with the East and West collective bargaining agreements and the Transition
Agreement until the Effectivé Date.

18.The CLA will be modified to permit negotiations for a new collective bargaining

agreement to begin on the fourth anniversary of the New APA CBA.

19.The CLA will apply to any merger between AMR and US Airways that occurs in

bankruptcy regardless of the corporate structure.

20.US Airways shall provide a bridge of Short Term Disability ("STD") coverage for

21.

thirty-six (36) months for eligible former America West pilots who remain employed
by US Airways and have not forfeited their seniority rights as of the Effective Date.
This STD coverage shall begin at the time the eligible former America West pilots
are covered by the New American Airlines’ long-term disability plan. Eligibility for
this coverage shall be determined according to the terms of the America West STD
plan; the coverage shall contain, at a minimum, the plan design features in
Appendix B of the current America West collective bargaining agreement except
that the Maximum Benefit Duration shall be up to 90 days of a disability.

Any US Airways pilot with a sick leave balance in excess of 1000 hours as of the
Effective Date shall be allowed to use the sick leave for illness or injury in
excess of 1000 hours until the pilot's sick leave balance is reduced to 1000 hours
or less. For US Airways pilots with a sick leave balance in excess of 1000 hours,
their sick leave accruals on or afier the Effective Date will be treated the same as
American Airlines pilots under the New APA CBA. '

22 [OPEN ISSUE; SEEMS TO BE INCONSISTENT WITH OTHER

PROVISIONS. NEEDS TO BE RECONCILED] This Memorandum of
Understanding, inciuding its incorporation and modification of the CLA, shall be
subject to ratification by USAPA's membership, and approval by US Airways' and
APA's respective Board of Directors. The ratification vote of USAPA’s membership
shall be completed no later than 30 days after the execution of this Memorandum.

f the AMR Merger Plan of Reorganization (as described in Paragraph __ ) is approved
by the bankruptcy court in In re AMR Corporation, et al., Case No. 11-15963 (SHL),
and a merger involving US Airways and American Airlines is publicly announced, a
lump sum payment of $40 million shall be earned and paid on the Effective Date by
US Airways or its successor to pilots currently or previously represented by USAPA.
The payment will be allocated to individual pilots according to a formula to be provided
by USAPA, along with each pilot’s individual allocation. USAPA will provide the
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formula and the amount of each pilot’s allocation at least two (2) months prior to the
date the payment is to be made. The $40 miliion shall be the total amount pa id, and
no additional fringe benefits or other payments (e.g., DC retirement contributions) shall
be made. :

Enforcement

Any dispute over the interpretation or application of this Memorandum of
Understanding, except insofar as it pertains to disputes under the CLA that are fo
be resolved through interest arbitration, shall be resolved in accordance with this
provision. The parties hereto agree to arbitrate any such grievance on an
expedited basis directly before a specially-created one-person System Board of
Adjustment consisting of arbitrator Richard Bloch or Ira Jaffe, whoever shall be
available to hear the dispute earliest. The dispute shall be heard no later than thirty
(30) days following the submission to the System Board (subject to the availability
of the arbitrator), and shall be decided no later than thirty (30) days following
submission, unless the parties agree otherwise in writing.

Termination

This Memorandum of Understanding shall become effective [OPEN ISSUE;
SEEMS TO BE INCONSISTENT WITH OTHER PROVISIONS.
NEEDS TO BE RECONCILED; NEEDS LANGUAGE RE: MERGER
APPROVAL, BK COURT APPROVAL, AA BOARD APPROVAL,
ETC.], and shall continue in full force and effect until the earlier of full performance
of the foregoing undertakings or termination of the CLA before the Effective Date.
Upon termination of the CLA before the Effective Date, this Memorandum of
Understanding shall be null and void.

Force Majeure

When protections shall not apply due to Conditions Beyond The Company’s
Control, “Conditions Beyond The Company’s Control” shall include, but not be
limited to, the following: (1) an act of God; (2) a strike by any other company
employee group or the employees of a Commuter Air Carrier operating pursuant
to an authorized codeshare arrangement with the company; (3) a national
emergency; (4) involuntary revocation of the company’s operating certificate(s);
(5) grounding of a substantial number of the company’s aircraft; (6) a reduction in
the company’s operation resuiting from a decrease in available fuel supply caused
by either governmental action or by commercial suppliers being unable {o meet
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the company’s demands; and (7) the unavailability of aircraft scheduled for
delivery.

CLA Modifications

o Eliminate all references to Supp B in 2003 CBA and in CLA
Reconcile process for Supp CC protections

¢ Clarify that 1st pay increase for AA pilots is off-set by pay increase
implemented under the 12/7 CBA _

o Clarify that any interest arbitration processes for determining New APA CBA
and JCBA will be limited to economic parameters of agreement, and will
exclude scope and other provisions

e Add provision making codeshare AA on US survive invalidation/nuilification
of CLA

e Potential modifications of CLA scope provisions TBD



