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PROCEEDINGS

THE CLERK: All rise.

THE COURT: Good morning, please be seated.

Any preliminary matters before we proceed.‘«ih the
next witness? All right.

MR. GEIER: Your Honor, first time : earance this
week. John Geier from Paul Hastings for tl ebtor.
THE COURT: Good morning 7
MR. GEIER: Pleasure
Our next witness i
THE CLERK: P your right hand.

(Witness Sworn)

THE CLERK:  Would you state and spell your name

Yes, my name is Taylor Vaughn.
V-A-U-G-H-N.

EIER: And 1 do have one housekeeping matter,
Your Hon before 1 begin the what will be a brief direct
As we worked with Mr. Vaughn we identified one

it in his original declaration that was submitted
»nadvertently. We gave notice to the unions by e-mail
yesterday, it was Exhibit 1019, and we have 1019A and 1019B
to replace those.

The Court"s indulgence, we apologize for my --
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THE COURT: AIll right.

MR. GEIER: -- 1nconvenience.

THE COURT: Thank you.

MR. GEIER: They won"t be a part of any

THE COURT: All right. And do you \

MR. GEIER: 1t"s a complete replacement, Your

THE COURT: Llacement.
MR. GEIER: the wrong document.
THE COURT: ight. Well, then that makes

jey can just be inserted in that --
Swapped out.
-- location.

All right. AIll right, thank you.

ood morning, Mr. Vaughn.

Good morning.

What is your current position with American Airlines?
Managing director of employee relations.

And how long have you held your current position?

I"ve been in my current position since 2005.

VERITEXT REPORTING COMPANY
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Q Would you briefly describe what your responsibilities

are in your job?

A Sure. 1"m generally responsible for the administr

of the collective bargaining agreement with the a
sorry —-- with the Association of Professional FI
Attendants and all of the natural labor relati activities
that take place.
Q Did you have prior positions in th iémployee relations
group at American?
A Yes, | did.

Q And what were those?

Have you ever had any responsibilities with the non-
represented employees at American?

A Yes, | have. Prior to the positions that I just
described I was an employee relations representative at the

southern reservations officer in Dallas Fort Worth, and in

VERITEXT REPORTING COMPANY
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the southeastern reservations officer in Raleigh-Durham.

Q When were you First employed by American?
A I started in 1978.

Q And what was your fTirst job with American?
A I started as a flight attendant in Chicago.

Q And how long did you fly as a flight attendant?
A I flew for approximately seven years

Q So starting in the mid "80s you move nto the -- some

management positions like you®v bed or others?
A Yes.

Q Before you Mr. Vaugn nder, it has an original
declaration in it, a lemental declaration, and
exhibits. The dec s Exhibit 1000. There was no --
and then there are numbered

1045. Do you see that?

pt that as your direct testimony in this

hank you.
Could you describe for the Court what your role

»as in the company®s Section 1113 negotiations?

A Yes, | was the company chief spokesperson at the table.

Q And did you have a role in developing the proposals

that were given to the APFA on February 1st?

VERITEXT REPORTING COMPANY
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A Yes, | did.

Q And what was that process?

A Myself, my team, and other subject matter experts
actually developed the individual term sheet items
up the 1113 proposal.
Q What was the allocation, the ask of the :
attendants that those proposals were inte to meet?
A It was 230 million -- an average o ‘ 30 million a
year.

Q Did you have any role o cipation in developing

that allocation?

A No, 1 did not.

Q

Did you have

Q If you had a request for example with regard to the

active medical proposal what would you have done?

A Right. We would -- we would have passed that request

VERITEXT REPORTING COMPANY
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on to our internal benefits folks and they would have

evaluated it, and if necessary passed it on to our externé

consultants as well.

Q Did you have anyone from the finance group as of
your team during the negotiations?
A We did. We had a manager of finance and “analyst
from finance assigned to our team.

Q And were they part of Mr. McMenamy,é group who
testified here yesterday?
A Yes, they were.

Q And what was their

on your team?

A They were respon

nd what were those principals?

One of the first ones was to the extent that we could

- and I think you®ve heard others testify to this -- to the
extent that we could we were trying not to impact flight
attendant pay.

Q I1"11 come back to that one in a minute.

VERITEXT REPORTING COMPANY

[16.5.5] [AMR Section 1113 T@Qag@?u@gg@t (Complete).pdf] [Page 11 of 12%ww.veritext.c0m 516-608-2400



Page 12

1 How about with respect to the work rules, what
2 were the -- what were your principals there?
3 A Clearly we were trying to create more productivity

4 flexibility within the flight attendant contract.

5 Q And as to benefits?

6 A You know, reduce the cost, increase the e oyee cost
7 share in our benefits.

8 Q Do you have an understanding of wh 'fhe current cost
9 share allocation of the insuran its are to flight

10 tive bargaining
11
12 re south of ten percent.
13 at initial guiding principal. 1
14 ‘have described 1t, 1t"s to the
15
16
17
18
19
20
21 > flight attendant contract there are lots of pay features
ithin the flight attendant contact.
There"s -- first there"s as domestic and

international rate, they have premium incentive rates, there

are galley pay, there®s purser pay, and there"s speaker pay,

VERITEXT REPORTING COMPANY
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and a lot of -- a lot of the pay depends on how much flight

attendants fly quite frankly.

Q Can you describe the discretion or the ability of

flight attendants to manage how they fly?
A Yes. And I think this is maybe not complet unique,
but with the flight attendant work group if you look at the
flying demographics of our flight attenda re they pretty

much can decide how much they fly We schedule them each

month, but then they can drop t

So we have -- we h ing from flight
attendants who actually droep T their trips to flight
attendants who fly ve
fly the schedules
build for them

well above the

et"s talk about the different groups you®"ve mentioned
terms of how the proposals that you®ve made might meet
»he objective of minimizing impact on take-home.

Let"s talk about the low time fliers, if you will.
How -- will they be impacted by the proposals?

A Yes, | -- yes, they will.

VERITEXT REPORTING COMPANY
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If -- let"s just take as an example, if a flight

attendant flies 40 hours today, which is well below what

can schedule them to, and they fly 40 hours under our

proposal, and our proposal as you will see actually. ‘ﬂﬁposes
the increase, the schedule max, but if they don®
anymore than 40 hours -- they fly 40 today, th
tomorrow. We are increasing the health c ontribution of
flight attendants, so net -- | think the; take-home pay
will obviously be less.

Q And when you say 40 hou s 40 hours in a month?
A Yes. I°m sorry, 40 a month.
Q So they"ll have ause of the increase in the
medical insurance
A Correct.

Q

How about - gh time fliers, those that voluntarily

That"s 1n a month?
That"s in a month. 1"m sorry, yes, in a month.

And we have a lot of flight attendants who pick up
additional hours. And for most of those flight attendants,

for a vast majority of those flight attendants those hours

VERITEXT REPORTING COMPANY
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Page 15
that they fly above our schedule are paid at those premium

rates.

We have in our proposal a proposal to eliminate
incentive pay. So for those flight attendants who
historically flown high hours without the incent pay they
will see a reduction in pay.

Q And then there"s that middle group, t
attendants who fly the schedule -- up toi he schedule limit
that the company can -- can sch em to currently and
then they do the same under | at the proposed -- the
proposals. How will thei impacted, 1f at all?

A Right. And for the | that fly the schedules that

we build for them

their pay.

the increase cost of their
of their Insurance

Thank you.

Mr. Brundage yesterday was asked a question about
allegations that the company has engaged in take it or leave
it bargaining. Are you aware of that allegation being made

by the APFA?

VERITEXT REPORTING COMPANY
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A I am.
Q And he spoke about issues with the sort of global

across the company moves on pension from a terminatio

scenario to a free scenario and he talked about th

reduction -- or changes made to the employee cosi: are of

active medical.
Are there -- are there examples . he company

making changes on more specific flight ifendant proposals?

A There are.

Q Is there one that -- a hat you"d like to make

that as an example?

A Sure.

'you heard Brian McMenamy talk about the model and the
hings that go -- go into the model -- they were talking
about 1t, some assumptions, and I think those assumptions
were around recall assumptions and attrition assumptions.

And there was a difference of opinion between our team and

VERITEXT REPORTING COMPANY
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1 APFA"s financial advisor on those assumptions.

2 But through discussions our financial guys came

3 back and said, look, we"ve had a conversation with APFA

4 financial advisor, he"s got this view about the assfm@iions,
5 we think he might have a reasonable point of vi on that.

6 I said, well, okay, let"s have some further co rsation
7 about that.
8 So we sent the finance guys t igo talk to the
9 broader finance team, and when_" e back we said, look,
10 we think that®"s an area whe probably accommodate
11 ssumption. And as a result
12 we did change that as i And as a result of making

13 the change in the : n in our term sheet it created
14 some additiona
15 the additional value we went back into
16 the term ?%what we -- what we had been hearing from
17 APFA when we -- after we gave them the opening term sheet on

18 February 1st, we had a proposal in our term sheet to

19 te duty rigs, they reacted very negatively to that
20 term that particular term. As a matter of fact it was
21 » —— it was the topic of conversation in examples that

they had provided to us that kind of demonstrated their
dislike for that term.
So we went back In to the term sheet, we took that

value and we modified our proposal from eliminating duty

VERITEXT REPORTING COMPANY
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rigs to actually modifying duty rigs. And --

Q Did the change in assumption lead to a reduction in ﬁhg

number of flight attendants who were -- what might be

subject to furlough under the proposals?
A Yes, it did. In our costing model the duty

actually translated to a number of flight attendant

absolutely am willing.

Have you discussed that? Have you made that known to
»he -- to the union?

A I have.

Q And in what way and when?

A Well, 1 -- on our -- on the very first day, on

VERITEXT REPORTING COMPANY
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1 February 1st when we gave them our term sheets, to be honest
2 with you, you know, this is my first trip --

3 Q Rodeo?

4 A Yeah, this is my first rodeo so I was very ce
5 make sure that, you know, I did the right things
6 the right things, and 1 actually wrote out my ning
7 statement because | wanted to make sure th
8 said the things that | wanted to say.

9 And in that opening s I said to them that

10 look, we"re here -- our pri ective is to get a

11

12

13

14 - as you asked, we constructed the

15 individual items, but that was our view, that was

16 the compa

17 the target and were reasonable proposals that would hit the

18 target.

19 But we told them on day one and we continue to
20 tel hem throughout bargaining that that®s just our point
21 view, we would be more than willing to have conversations

about the individual items in the term sheet.
Q Thank you.
I"m going to ask you just to turn to one exhibit

in your binder, it"s Exhibit 1045, so it"s way back towards

VERITEXT REPORTING COMPANY
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the end. 1"m sorry, 1044.

(Pause)

Q Tell me when you®"ve managed to wrestle that book Ee%the

right place.
THE COURT: 1 would do whatever you ne
be able to get access to that, including --
THE WITNESS: Okay.
THE COURT: -- cracking that ider open, which
might be necessary.
THE WITNESS: Than ur Honor. Thank you.
BY MR. GEIER:

Q Do you see that?

A Yes, | do.

Could you “that document for me?

hat"s correct.
There has been mention -- suggestion by the union
»uring this week that they had accepted of the -- 1"m not
going to use the word agree -- that they had accepted
certain of the company®s proposals during bargaining and 1-°d

like to just talk about three of those 1 think.

VERITEXT REPORTING COMPANY
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1 A Okay .

2 Q On the bottom of page 1, I think it"s labeled secti
3 Roman numeral 111, work rules, and the first one is sch
4 max. See that?
5 A Yes, | do.
6 Q And 1 think it runs over -- no, it doesn it"s all on
7 the bottom of page 1 of that exhibit.
8 First of all, would you descriB for the Court
9 briefly what schedule max i1s?
10 A Yes. | would just say . y schedule max is the
11 number of hours that the s allowed to schedule a
12 flight attendant to i n month.
13 Q And what has ompany"s -- what was or is the
14 company®s propo “respect to schedule max?
15 A s that we will have a schedule max of
16 100, but it-goe n to say that that would produce an

17 L attendant line of flying of about 85 hours.
18 your understanding as you look at this document
19 i of you that the union has accepted the company”s
20
it"s not.
And in what way?
A Well, the -- the union®s term sheet heavily conditions

the company®s proposal, which actually conditions their

25 proposal with conditions that the company must accept.

VERITEXT REPORTING COMPANY
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For example, that the company give the union

credit for savings outside of the term of the agreement.

And by the way, their term as they®ve proposed it is fo

which we think is well short of the six necessary -

necessary and --

Q Let me stop you and make sure --
A Yeah.
Q -- everyone understands. So the company proposed a

duration for the consensual dea

A Six years.

Q And is that bu

ndition that they"ve placed on their schedule max
roposal?

A Yes. They"ve -- they®"ve conditioned acceptance on the
company giving them credit for the 100-hour schedule max

years Ffive through ten outside of the scope of not only

VERITEXT REPORTING COMPANY
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1 their own proposal, but outside of the duration of even

2 ours.

3 Q So in your perspective they"ve not accepted the

4 company®s proposal there?

5 A Actually if I were to describe it I would m describe
6 it as them not accepting our proposal and counterproposing

7 one of their own.

8 Q Thank you.

9 The second one 1 want
10 the bottom of page 2, and ha ith preferential
11 bidding system. And agai
12 made that the union h
13 called proposal.
14
15
16
17

18 A Sur Today the company actually manually constructs

19 “month of flying. We"ll prepopulate flying, and
20 ed on an employee®s -- flight attendant®s seniority
21 ey"ll bid for an entire month of flying as it"s

onstructed by the company.
Now as the name suggests, preferential bidding is
an automated system where flight attendants, based on their

25 own individual preferences, whether that"s flying weekends

VERITEXT REPORTING COMPANY
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or starting a trip early in the day, three-day trips,

two-day trips, specific layover hotels can input their

preferences into the automated system and then based o

accé@iance of preferential bidding; is that true?

That is true.

Draw your attention to the last bullet on the first
page of that -- of that proposal. You see that? Would you
-- would you just read that bullet to make sure 1 know that

you"re on the right one?

VERITEXT REPORTING COMPANY
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1 A Sure.

2 "The company and the union must agree on a PBS

3 product that produces stacking denials at levels acceptak
4 to all parties.”
5 Q What -- what does that mean to you? 1 mean

6 that implication, that caveat to their acceptal
7 A Well, in essence it provides -- you k there are a

8 lot of features of the PBS system, but respect to this one

9 it provides what 1 would view a le bit of a veto

10 power for us to move forward un ere"s an agreement on
11 that particular feature.
12
13
14
15
16
17
18
19
20
21 ir system like this, and in at least one of those systems
there®s -- there"s a caveat that the parties must agree, and
as | understand it they have not been able to agree on that

particular term and have been unable to implement PBS.

Q Okay, thank you.

VERITEXT REPORTING COMPANY
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The last one 1 want to draw your attention to is

under the benefits section, which is page 4, and there

page number in the left-hand corner, and it has to do

the -- the freeze of the defined benefit plan and i
replacement by defined contribution plan.
Coulld you first describe as best you-can what the
company®s proposal is with respect to the acement of the
defined benefit plan or the defined cont; bution plan?

A Right. We -- the company

contribution plan that would

the next two and a half thereafter up to five and a half
percent.

Q Based u nowledge of the bargaining history
months and based upon this proposal that
you"re looki at here has APFA accepted the company®s
respect to the pensions that flight attendants
nsion benefits the flight attendants would receive?
Once again, in APFA"s pension proposal it comes

th some heavy conditions.

If you look on page 5 in the document that you
just referred me to, "Conditioned upon the company®s

acceptance of APFA"s defined contribution plan is outlined

by Segal (ph)," and it"s not referenced here, but in the

VERITEXT REPORTING COMPANY
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Segal document the Segal -- the APFA proposal requires the

company to make automatic contributions of between 4 percent

and 9.9 percent based on an employee®s seniority.

And it further goes on to say 'that the c ‘pany
must accept the APFA"s early out program and acc
APFA"s proposal to increase per diem."

So 1 would not characterize that accepting the
company®s proposal. _
Q Thank you.

Just one last ques

Is it your hop s hope that --

other topics with

agreement?
Pass the witness.

E COURT: 1 see more than a few people are

OSS-EXAMINATION

>Y MR. CLAYMAN:

Q Mr. Teller (sic).
A Good morning.

Q Mr. Vaughn, excuse me. We"ve known --

VERITEXT REPORTING COMPANY
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A Good morning.

Q -- each other a long time.

A We have. Good morning.

Q I just want to get some understanding as to wh
say on paragraph -- in paragraph 40 of your decl
page 22, that looking -- do you have that in

A I"m getting there. Yes.

Q

attendant labor cost reductions, and then the second

sentence is the specific changes
order to reach that targ
internal discussions,

standby that I ass

term

| American proposed in

e subject of extensive

nd analysis. You still

fter the filing of the bankruptcy did

So when we got to the filing we -- we had a pretty
idea of the areas that we were -- that we were going to
at. So | would say shortly thereafter.

And when was the first time you came up with a draft

sheet?
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A I think we -- I think once we filed we actually had

kind of a working document of things that we would be

thinking about when we put the final term sheet together.
Q And was that costed out at some point that --
working term sheet that you just referred to?
A I wouldn®"t call it costing out in terms ¢ total, we
kept -- we knew what the individual term items were

that we were looking at, but yes, we were kind of costing as

we were going.

(Pause)
Q Do you recall meeti . Geier on December 5th
regarding the costing of the proposals?
MR. GEIE . | I"m going to object, 1
think he®s goi _Tnvading the privilege here.

Il don"t --

COURT: Now who is Mr. Geier?
EIER: That"s me.
E COURT: That"s you. Just wanted to make sure.
ghter)
THE COURT: The fact that you met is not
leged, but obviously communications --
MR. GEIER: Of course.
THE COURT: -- you"re going to run into issues --
MR. GEIER: Right.

THE COURT: -- so | trust you ask questions --

VERITEXT REPORTING COMPANY
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Page 30
MR. GEIER: 1°1l1 caution the witness to be careful

not to reveal any discussions that we may have had.

BY MR. CLAYMAN:

Q But do you recall meeting with Mr. Geier on
December 5th?

A I don"t want to hurt his feelings, but nestly

don"t.
Q Okay .
(Laughter)
MR. CLAYMAN: This long day.
(Laughter)

BY MR. CLAYMAN:

Q Let me -- let ou what is the --

attention -- this is the -- these are

iings that were filed with the Court, and

t on December 5, if you"d just read that

Okay .

THE COURT: Do your questioning from the --
MR. CLAYMAN: Okay.
THE COURT: -- podium, just -- we"re all spending

a lot of time together, we want -- we want a little bit of

VERITEXT REPORTING COMPANY
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breathing room.

MR. CLAYMAN: Of course.
THE WITNESS: "12/5/11, prepare for meeting w
AA executives including G. Kennedy, B. Goren, J. Br i,'ge,

B. McMenamy regarding 1113 issues, in parens, 1.
Participate in meeting with AA executive incl
Kennedy, B. Goren" --
I just am directing you' 0 read the part

Q Mr. Vaughn,

that"s highlighted, the entry w “name that"s
highlighted.
THE COURT: ou just proffer their

document --

-- that may get you where you need to
be.

That®"s fine.

hat it reads is that, "Meet with T. Vaughn regarding
sting of proposals, two and a half hour."™ Does that
fefresh your memory?

A It does.

Q Okay. And as a result of that meeting did you come

away with a different type of term sheet?

VERITEXT REPORTING COMPANY
516-608-2400
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A No.

Q And i1t did not affect anything that you had on your
term sheet going into the meeting versus coming out of
meeting?

A I don"t recall that it was actually term sh specific
as much as it was general costing discussions
Q Okay. Then on December 9 it has an of "telephone
conference with T. Vaughn B, rate straw,é d Peak (ph) S.
Smith, J. Bowman (ph) regarding g APFA ask, pricing,
and rationales, 1.8 hours.™ as on December 9th. Do
you remember that conver
A Generally.

Q Okay. And at - t you had an ask and you met
about revising Now after that meeting did you have

a different

" THE COURT: Given that he said he generally

recalls the meeting it might be safer to just simply ask him

re open-ended questions even though we"re on cross,
»ecause I don"t know foundationally --

MR. CLAYMAN: All right.

THE COURT: -- if you can --

MR. CLAYMAN: Okay.

VERITEXT REPORTING COMPANY
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THE COURT: -- go there.
BY MR. CLAYMAN:
Q Do you remember discussing with your counsel -- well
let me ask you this.

MR. GEIER: 1"m going to -- I"m going "m going

to object on grounds of privilege, Your Honor

MR. CLAYMAN:

THE COURT:

1°11 ask this question and you

need to get there.

obviously th

Mr. Vaug

But if we"re tal

Okay -

Well, let me ask

yunsel "s view, and

me that we don"t

*re discussing -- there are discussions that

or there®"s consideration of the union -- of

the company”s ask of APFA in early December.

THE COURT:

MR. GEIER:

Well, what"s debtor®"s view about where

> line to draw on privilege?

Your Honor,

I don"t -- those are -- we

do not think the subject matter beneath those, there are

details that we have to provide to -- under the rules to --

as to our fees, they were written with the intent to

VERITEXT REPORTING COMPANY
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1 providing enough guidance to show the general outlines, but

2 not the specific advice that was given, and 1 don"t think

3 there®s any evidence that the ask means has anything to do

4 with the 230-.
5 MR. CLAYMAN: Well, 1 can avoid the di sions
6 between counsel, 1 don"t have any --

7 THE COURT: Yeah, I would just if we could
8 maybe ask it without -- i
9 MR. CLAYMAN: OFf cour

10 THE COURT: counsel, because --

11 MR. CLAYMAN:

12 THE COURT: s more likely to run into

13 that problem.

14 BY MR. CLAYMAN

15 Q On or abc

ber 9th do you remember revising your

16 term sheet. making any changes to the term sheet that you

17 referred to lier in your testimony?

18 A 7 used the word "ask™ and 1 think 1"d just like to
19 bout that.

20 From the very -- from the very beginning of this
21 ocess when we knew that there was going to be a term sheet
»here was always kind of -- before we actually got to a term
sheet it was viewed as the ask, what is it that we"re going

to ask.

25 So I don"t -- I don"t think we had a term sheet at

VERITEXT REPORTING COMPANY
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the time, 1 honestly think we were just talking generally.

It was my -- as | --

Q I"'m not asking you to --
A No, I"m -- yeah.

Q Right.

A I"m just saying that, you know, I was - was new to

the process and 1 was getting a lot of ad from a lot of

people about how to proceed, and the word ask was something

that was used to generally desc hat would in the future
be termed the term sheet.
Q Understood. But do . ber around that time

revising your ask or g or the rationales for the

A Am 1 allowed to clarify that last response or --

E COURT: Well, 1 think that"s what redirect is

THE WITNESS: That"s what he"s for, okay.

THE COURT: If you get in the business of

larifying we may be here for a very, very long time.
THE WITNESS: Thank you, sir.

BY MR. CLAYMAN:

Q Now when is the -- iIn January there is an entry in

VERITEXT REPORTING COMPANY
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1 these records that read -- that reads:

2 ""Correspondence with T. Vaughn, N. Peak regar

3 the status and strategy, regarding flight attendant te

4 sheets, and costing under 1113."

5 This is on January 9th?

6 THE COURT: Counsel, are we beginnii
7 -— 1 mean 1 thought we were going to try t

8 over than legal bills about conversationé

9 MR. CLAYMAN: Okay.
10 THE COURT: -- betw
11 at what you needed so we
12
13
14
15
16
17
18
19
MR. CLAYMAN: Yes.

THE COURT: All right.
MR. CLAYMAN: Thank you.

BY MR. CLAYMAN:

Q Let me just go back, Mr. Vaughn.

Page 36

to run into

e something

wyers and clients to get

25 On or about January 9th do you remember any work

VERITEXT REPORTING COMPANY
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Page 37
1 that you did on the status and the strategy of the -- of

2 your work on the flight attendant term sheets and the

3 costing under 11137

4 A I don®"t remember any one particular day.

5 Q Okay. And let"s just go back to early Janu Do you
6 remember or -- and I guess some time maybe i cember, when
7 was the first time that you were given -- ere you given

8 a target number to reach for the purposes of the flight

9 attendant term sheet?
10 A I believe the first tim he 230- target was |
11 want to say mid January.

12 Q Mid January?
13 A Yeah.
14
15
16
17
18
19 our ongoing kind of building of what we thought the term
20 sheet might ultimately look like, so I don"t.

When do you remember first costing out the term sheet?
Again, there was ongoing costing with us on the ongoing
building of what 1 was generically calling the ask at the

time, there was ongoing costing until we got our number.

25 Q But prior to getting to 230- no one ever said that

VERITEXT REPORTING COMPANY
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look, we"re -- we would like you to come up with a list of

changes that equals around a certain number? Not

necessarily specifically, you know, an exact or precise

number, but in the ballpark for example of 150 mi

That"s what 1 -- was there any ever discussions : hat kind

that you had?

A I don"t recall that.

Q So the first time that you were g any kind of even

broad target was when you were

A e were given.

Q Okay. Now at the eq ary do you recall an

effort to revise the at the end of January?
I*m not so sure 1 know.

entioned earlier, we were -- we
in the term sheet a lot.

towards the end you were doing that?

Q Oka It appears that you had a series of meetings

e records in the middle of January, the 16th, 17th,

h, and 19th. Does that ring a bell?

As | said, we were meeting a lot --

Okay .

A -- with a lot of people.

Q And then there"s a ten-day gap and you met again or had

some e-mail correspondence around the 29th, and it looks

VERITEXT REPORTING COMPANY
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Page 39
like at that point there was a revised flight attendant term

sheet and price out.

A What was the date again, I"m sorry?

Q January 29th.
A January 29th. 1"m sorry, | don"t recall.
Q Okay. And when you were given the 230- number and you
had been costing out some -- you had been g costing outs
before you were given the 230- number? ‘
A Yes.
Q Okay. And what was the at you had achieved at
the point that you were g 7 230-7
A I don"t remember
Q You don"t remel y total that you had come up with
prior to -- p Ir being given a number?
A We actua actually had -- 1 guess | would
ike this. We actually had a menu of
hat we could when we got our target take a
1 say, is that -- is that a reasonable term sheet
it was how much does i1t cost and did it fit
the 230-. That was pretty much the exercise we were
at the time.

But well in advance of getting the 230- you were given
the menu?

A No, no one gave us the menu. We were -- as | said,

we"d been bargaining with APFA since 2008, and --

VERITEXT REPORTING COMPANY
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Q And internally --

THE COURT: Let him finish.

MR. CLAYMAN: I1"m sorry.

BY MR. CLAYMAN:

Q Since when?

A I was saying, we"d been -- we had been bargaining with
APFA since 2008, so we had a good sense of re the value
was In the agreement and the kinds of t i gs that we would
-—- we would like to change.
Q But you weren®t obvious ng on your hands from
the beginning of Decembe iddle of January, true? |1

mean you were working tively internally, is that --

items that may be ultimately

kay. And did you have a list of those items before
u were given the $230 million number?

No, no one gave us a list of --

Q No, no, not given -- excuse me, Mr. Vaughn, what 1

asked was did you prepare a list? Had you prepared a list

of all the items that you had costed out as part of your own

VERITEXT REPORTING COMPANY
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internal exercise before you were given the number 230-?

A I don*t know if 1 would describe it as a list or it”
on one particular document that someone could look at al

say wow, that"s a list, but we were continually looking at

term sheet items that we thought we might be ab[e to use.
Q Right. And a lot of those had already be
A That"s true.

Q Okay. And so for a six-week perio iﬁow many hours did
you devote to the 1113 proposal imately?
A I have no idea. A lot

Q A lot. Okay.

And so what

A well, , not all the items that were going

into the 2,% were necessarily the ones that we --
were contrac items that we had been looking at in
Section
For example, the changes to health care, that was
WQ! utside of, you know, my expertise, so we had folks in
» benefits group looking at those kinds of things, under
- you know, you understand we were making a change to the
pension plan, there were people looking at those -- those

kind of things.

So beyond the work that was going on at my table

VERITEXT REPORTING COMPANY
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Page 42
there was lots of work going on across the company in other

facets of the company.

Q Yeah, and I think I appreciate that, but 1"m trying to

get a sense of what work you were doing during this six-week
period so that when you were ultimately given a ber you

had some sense of the value of what you achie “internally?
MR. GEIER: 1711 object, 1 think s been asked

and answered. 1 think he"s described what he"s been doing

and how we was compiling inform “put on the term
sheet.

THE COURT: Wel t know it"s been asked and
answered, and since t ss I°11 give a little
latitude, but let ive-it a shot.
seems to be that what you were doing
in preparatior before getting the actual ask --

specific ask number, and you said you had a -- sort of a

loose menu tems. Can you just describe what the process

is to pu 7 at together and what your folks were doing

p to that 230- ask?

THE WITNESS: Okay. I guess I"11 have to go back
e more time.

I mean we had been, you know, in negotiations with
APFR for a while, so we had a -- you know, we had Section 6

proposals that were certain proposals, there -- as you look

at contract items, Your Honor, there are variations on every

VERITEXT REPORTING COMPANY
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one of them.

Let"s just take the 100 schedule max as an

example. We have that in our 1113 proposal. 1It"s 100

hours. |1t could have been 90, it could have been 8 :
could have been 85.
So we had kind of a -- not just a big menu of
items, we had kind of variations of the 1 1dual term
within there that we were looking at to,é how do we put
umber gets here to
ing that works?
it here but 1t"s a lot of
work to do and we were spe a lot -- spending a lot of
time -- a lot of t 7
I think to answer the question, I

ry easily, you know, put the term

e we got our number. 1 think the work

' THE COURT: All right. Then 1 have one other
qqei, on maybe will help us all move along.

Which is, you said you had a lot of this
nformation -- 1 wouldn"t say in the can may be unfair --
but you had it together from the ongoing process --

THE WITNESS: Right.

THE COURT: -- before the bankruptcy.

VERITEXT REPORTING COMPANY
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Page 44

So how much of this work had already been done,

how much work did you have to do once the bankruptcy was
filled up to getting the ask?

THE WITNESS: There was more to do. Not
-— if 1 made it sound as though we had everythin ne prior
then 1"ve mischaracterized our position. There were a lot
of things that we changed in the term she at weren"t
necessarily a part of Section 6 bargai :

We didn"t have, for e ple, the termination of

the pension plan in there, w have a change to the

OURT: All right. 1 don"t know if that
helped,
'MR. CLAYMAN: Thank you, Your Honor.
BY MR. CLAYMAN:

Were you told when you were given the $230 million
»umber what the allocation methodology was?

A I was.

Q Okay. And was it described as across the board a 20

percent cut to everybody®s payroll?

VERITEXT REPORTING COMPANY
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It was.

Okay. Let me ask you, you said that the health care

iece of the 1113 proposal before you were given the 23

as being worked on by people outside of your depar ¢ént; is
hat correct?
That is correct.
And when was the first time you saw t ealth care
roposal? 7
I -- 1 do not recall exact
Was it before you were he 230-7
Sorry to hesitate,
ccurate. 1 honestl

It was not?

30-?

I don* I"m sorry, 1 don"t -- could you ask the

more time?

"m sorry.

I"m just asking when was the first time you saw a

ealth care proposal that was being prepared in anticipation

f the 1113 proposal?
I believe it was after the 230-.

And do you know if that proposal ever went -- underwent

VERITEXT REPORTING COMPANY

[16.5.5] [AMR Section 1113 T@Qag@?u@gg@t (Complete).pdf] [Page 45 of 12%ww.veritext.c0m 516-608-2400



10

11

12

13

14

15

16

17

18

19

20

21

25

Page 46
any changes from the time you saw it to the time that it was

included in the final term sheet?

A Yeah, 1 believe they were looking at it. | wasn*

involved in that work.
Q Do you know what kinds of changes were bein
all?

A No, 1 don"t.

A I do not recall.

Q And how do you know

"recall being told more than once that the health

e roposal was being changed? || -- 1 don"t know how to
swer that question.
Okay. Let me -- 1 think it"s -- I think -- 1711 try to
rephrase it, okay?
A Yeah.

Q You"ve just testified that you recall being told

VERITEXT REPORTING COMPANY
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1 between the time you got the $230 million number and the
2 time that the final term sheet was prepared that you had

3 been told that the health care proposal was being revis

4 Is that a fair assessment of your testimony?
5 A As best as | can recollect.

6 Q Okay. And do you recall hearing that only once or more
7 than once?

8 A I don"t recall that either.
9 Q Okay. So it could have be than once you just
10 don®t know?

11 A I don"t recall.
12 MR. GEIER: ct, Your Honor, he®"s asked
13 and answered the ¢ i e doesn"t recall.

14
15
16
17
18
19
20
Okay. And who prepared this chart?

This chart was prepared under my direction, it was
prepared with the 1 think finance and crew resource folks.

Q And had you ever prepared a chart like this before?

25 A Not exactly like this one, no.

VERITEXT REPORTING COMPANY
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Q Okay. And you had never given a chart like this to

APFA either during the prepetition or post petition

negotiations; isn"t that right?

A Not this particular chart.
Q All right. And you have no idea how if you
apply this kind of assessment to another air “what it
would look like?
A No, I don"t.
Q Okay. And let me just hand what we"l1l mark as APFA
Exhibit 9.
(APFA Exhibit No. 9
(Pause)

BY MR. CLAYMAN:

Q Do you hav

ou seen a chart like this before?

That 1s true.

Okay. And this chart appears as a document on the
Intralinks web page; do you know that?

A I think -- yeah, I think we did post this.

Q Okay. 1711 get you the number. But in any event, so

VERITEXT REPORTING COMPANY
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Page 49

you know that it appears on the Intralinks web site. Let me

just turn your attention to -- let"s understand this chart

Now the Ffirst table on the left is comprised

block hours, correct? The number of block hours th
flight attendant flies in a month.

A Yes.

Q Okay. And a block hour, how would y fine a block
A I would define a block hour as the actual hard hour of
flying.

Q So from the time thg ne leaves the gate for
purposes of flight to that it arrives back at the
gate and comes to Il at the gate those are
in bl

measured

A I think
attendant®s correct?

And then on the left-hand side are the paid

I mean the right-hand side. Just seeing if you"re
‘paying attention.

I am.

Q Yeah. Okay. On the right-hand side. Those are the

paid hours?

A Yes.

VERITEXT REPORTING COMPANY
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Q And there can be differences between paid and block

hours based on the application of specific provisions of ﬁhg

contract, true?

A That"s true.
Q Okay. Now looking at the line which has in right
-— in the paid hour table, looking at the
where 1t says "paid hours™ and moving dow where it says
"70/80." Do you see that? ‘
A I do.

Q Okay. And you go acros: that the
cumulative total -- well - Is 55.1 percent at that
point?

A Right.

Q So 55.1 pe he flight attendants fly -- let me

put it this

-

r to say that 44.9 percent of the flight

more than 70 hours or are paid more than 70

So looking at your chart, and there are a total
about 16,000 flight attendants who are paid at least one
»onth, correct?

A Right.

Q And lBooking at your chart it shows that there are only

3,000 flight attendants who are paid at least 70 hours in

VERITEXT REPORTING COMPANY

516-608-2400



10

11

12

13

14

15

16

17

18

19

20

25

Page 51

all 12 months. How do you reconcile this chart in your

declaration with the fact that almost half of the flight

attendants fly above 70 hours a month?

(Pause)
A I"m going to have to take a minute here, so
Q Take as long as you nheed.
A Okay .
(Pause)
A I"m -- could you -- could “me the exact

question again in terms of

Q Yes. Turning your a o0 your declaration.

A Yeah.
Q It shows in the last bar on the right, it shows 3,011
and it is capti 'ght attendants who were paid at

12 months.™
turn your attention to the document, APFA
No. 9, and e agreed that 44.9 percent of the flight
attendan ly 70 or above -- 70 hours or above, and if one
were t ake say 45 percent of 16,000 it would be well in
of 3,011. So how do you explain the difference?
Yeah, I think -- it"s a good question.

I think the difference is that this is kind of an
-- this Is an average -- this averages the number of hours

that a flight attendant flies throughout over -- 1 think the

time period is 12-10, yeah, to 11-11. So this would be the

VERITEXT REPORTING COMPANY
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average amount of flying between those marker, those -- you

know, those hours that are in the left-hand side.

This chart was really designed to demonstrate

these are flight attendants who fly 70 hours in a
months.

I don"t think that"s -- and | haven®t made this
comparison before so I"m kind of doing thi the spot --

but it seems to me the difference is th all we"re

flight attendants who ar ime fliers, mid time fliers,

s really intended to demonstrate is
that of all tf attendants there are only 3,000 of
them who fhy 70 urs in all 12 months of the year. 1 think
this chart j demonstrates on an average basis, not -- it
doesn"t gﬁk it down into a --

. Well, let me ask you this.

THE COURT: Can 1 ask a question --

MR. CLAYMAN: Sure.

THE COURT: -- just for terminology?

I think your question and his answer both used the

word "flying," but this chart 1 think where we are is

talking about paid? Am I right?

VERITEXT REPORTING COMPANY
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Page 53

MR. CLAYMAN: Yes, it"s paid.

THE COURT: 1 just want to make sure the right
MR. CLAYMAN: Yes. Yes.

THE COURT: Okay.-

MR. CLAYMAN: Yes, Your Honor.
THE COURT: AIll right.

BY MR. CLAYMAN:

Q When you have paid at least 70 hours «in all 12 months
do you know if the person who p is chart included

vacation pay?

A I don®"t know.
Q Okay .
A I think reall harts -- the charts were really

only designed ‘rate the -- what I -- what I said in

my opening ste which is there"s just this range of

claration?

I would say it"s a different representation.
It is more complete?
It"s the one we provided to the union in bargaining.

Q Would you agree that it"s more complete?

VERITEXT REPORTING COMPANY
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Page 54
A It really -- it"s two different charts. 1 think they

say the same thing, but they"re different charts.

Q I think the documents can speak for themselves, o@a¥.

Let"s move on.

Now on that same paragraph number 21 t
another chart that then follows which is thi e chart. Do
you recall ever giving APFA during the co
negotiations any form of a pie chart? ‘
A I do -- 1 do not recall.
Q And was this prepared e for the 1113 process?
A Yes, it was prepareq gl direction for -- yes.
Q Okay. And so wa r chart was prepared for
purposes of this he:
A Yes.
Q

Okay . nd you ever seen that kind of chart broken

Okay. And other than that do you recall which airline
»hat was?

A I don"t at the moment.

Q Okay. And other than that chart have you seen it

anywhere else?

VERITEXT REPORTING COMPANY
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1 A I"ve seen -- I"ve seen this chart, a similar chart like

2 this before, yes.

3 Q Okay. Now what is the maximum number of hours that a

4 flight attendant can remain on duty
5 A Duty aloft or on duty?

6 Q On duty.

7 A Thirteen.

8 Q Okay. And that®"s scheduled?
9 A Yes.

10 Q And unscheduled?
11 A Fifteen | believe.
12 Q Okay. So -- and
13 attendants are on
14 A Yes.
15 Q Okay .

16 isn"t that

17

18

19

20 hat iIs true.

21 Okay. And if they"re working an international flight

hat"s your longest international flight?
A I believe it"s six days.
Q Okay. And what is the flight time just from Chicago to

25 Delhi?

VERITEXT REPORTING COMPANY
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Page 56

A Fourteen hours.

Q Okay. So when you"re talking about days they"re not
typical workdays are they, Mr. Vaughn?
A They are not.
Q Okay. Now your counsel asked you some ques s about
the term sheet that you had attached to | be e your
supplemental declaration. Was that 1044? that"s the
term sheet. ‘
1°d like you to take t 1043 if you would
for a moment.
Now let me jus;, his question. You
testified that the Tl

max woulld --

A Can 1 get

I know, but you asked him to find it.

No, that"s fine. That"s fine.
THE COURT: 1 haven"t gotten there yet either, so.
MR. CLAYMAN: 1t"s the one preceding the term

THE WITNESS: Right.

BY MR. CLAYMAN:

VERITEXT REPORTING COMPANY
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Page 57
Q You got it?

A Yeah.

Q And this term sheet values is the valuation that t

company assigned to the unions last proposal and it last
proposal, correct?

A Yes.

Q Okay. And looking at the value that company placed
on the monthly max at 100-100 -- now thei'OO is for domestic
and the other 100 i s it why It shows
100-100 in about the sevent
A I think so, yes.
Q Okay. About the

work rules product

A

s the number that is assigned to the

o0 the same value for both proposals, correct,
Vaughn?

Correct.

Q And isn"t the same true about five items Ffurther down
where you have the preferential bidding system, the

valuation for the company®s is five million and for the

VERITEXT REPORTING COMPANY
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1 union®s is five million, true?

2 A That"s true.

3 Q Okay .

4 A Well, let me -- 1"d like to --

5 Q No, your counsel can let you explain.
6 A Okay .
7 (Pause)

8 Q And with regard to the pension proposal, Mr. Vaughn,

9 you"re familiar with the union® on on the early out
10 -- the potential for an earl gram?

11 A Yes.

12 Q And @isn"t it tru
13 program so that
14
15 er than have someone be furloughed
16
17
18 Q Oka : And you"re also familiar with the fact that
19 regard the freeze that the -- the union agreed to a
20 free

of the pension plan; isn"t that true? As part of its

21 ‘proposal it has counterproposed a freeze.

Yes.
Q Okay. And all during the four years of your
negotiations did you ever make a proposal that contemplated

25 a freeze or suggested a freeze of the pension plan?

VERITEXT REPORTING COMPANY
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Page 59
A I think our proposal in Section 6 was to -- you may

have to refresh my memory, but --

Q Yeah. Was it -- if I told you that the proposal i
Section 6 was to leave the defined contribution in #éﬂe for
active employees --

A Right.

Q -- and that for new hires they would igible only
for defined contribution. 7
A Correct.

Q Okay .

MR. GEIER: Whi ayman s getting -- it"s
been about an hour an ; just wondering how long more
he has or whether take a short break for my
client.

I think a short break would be
great.
OURT: All right. Let"s take a short break.
SS at 11:22 a.m.)

" THE CLERK: All rise.

THE COURT: Please be seated. All right, let"s
sume cross-examination.

MR. CLAYMAN: Thank you, Your Honor.

At this time 1 want to introduce, if | may, what

we" 1l mark at APFA Exhibit 10.

(APFA Exhibit No. 10 was marked)

VERITEXT REPORTING COMPANY
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1 THE COURT: Thank you.

2 THE COURT: Before we get on to Exhibit 2 I assu
3 you want to introduce into evidence Exhibit 9?

4 MR. CLAYMAN: Yes, | do, Your Honor.

5 THE COURT: AIll right. Any objection?

6 MR. GEIER: No -- no, you know.

7 (APFA Exhibit No. 9 was admitted)

8 CROSS-EXAMINATION (Resumed)
9 Q Okay. Mr. Vaughn, You re
10 that APFA made its -- made a
11 company?

12 A Yes, | do.
13 Q Okay. And |

14 provided you no

15 spreadsheet

th a term sheet but with a

Page 60

or about March 22nd

hensive proposal to the

't comprehensive proposal we

16

17 is that true that we provided you with a
18

19 readsheet, yes.

20 And isn"t this -- is APFA Exhibit 10 the

readsheet we gave you?
Yes, we got this along with your term sheet.

Q

Okay. And if you look -- and you would agree that if

you turned your attention to 1043 and then made a comparison

25 between APFA Exhibit 10 -- or 9 -- 10? 10, and Exhibit 1043

VERITEXT REPORTING COMPANY
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Page 61
that the -- there are large differences in the valuations of

these two spreadsheets; isn"t that true?

A Yes.

Q And just as one example looking at active medi ‘
your Exhibit 1043 what you see is that --
THE COURT: Counsel, if you"d give me a second I"m
wrestling my binder --
MR. CLAYMAN: Oh, 1"m sorry
THE COURT: -- so 1
MR. CLAYMAN: 1°m

THE COURT:

normally doesn"t take

All right, thank you.

Okay .

urning your attention to Exhibit 1043 under the
ading -- or subheading benefits there"s the third line
»own is active medical. And what it shows on your term
sheet is you -- you gave a value of our proposal of

$1 million and the value of what you"re seeking in the

changes is $41 million; is that correct?

VERITEXT REPORTING COMPANY
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A That is correct.

Q Now turning your attention to APFA Exhibit 10 under the

subheading benefits and under active medical there"s

parenthetical that shows Segal valuation.
A I do.

Q And if you turn your attention all the wa
column on the right the four-year average Segal valued
are changes at was how much?
A Looks like $48 million.
Q Right. So you have tw gpt firms. You“re using
Mercer; i1s that correct? _
A That is correct.

Q Okay. And we!’ | Segal, and one of the main

differences isn” Mr. Vaughn, is that the opinion

of Segal is a product becomes more expensive

people wil ess? Isn"t that the theory that Segal

same amount as they did before those increases; isn"t

MR. GEIER: Your Honor, I"m going to object.
We had a costing witness here who spoke about this
very issue yesterday and Mr. Clayman chose not to cross-

examine him. Mr. Taylor (sic) is not preferred as a costing

VERITEXT REPORTING COMPANY
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witness.

THE COURT: Well, 1™m going to ask him if he

knows. |If he knows he knows, if he doesn"t know he doe

know. Do you need that question repeated, sir?
THE WITNESS: I think I do. [I"m sorry
THE COURT: No, that"s fine.

BY MR. CLAYMAN:

Q You were at negotiations when ther iWere discussions

about the differences in the va

of union®s proposal

on active medical and the c

A Yes.

Q And you recall t a representative from Segal
there?

A Sure.

you had your representative from your

here was a discussion was there not about whether
end of use in -- the trend in use of health care
efits would increase -- that the use would increase if
the price went up or would it decrease if the price of
health care went up, and do you recall that Segal®s opinion
was that the use would decline if the price went up, and the

view of Mercer was that if the price increased the use would

VERITEXT REPORTING COMPANY
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stay the same?

A I recall there was a lot of conversation between our

do recall that being one of them.
Q Okay. Thank you, Mr. Vaughn.

Now on -- let me just do one oth n these term
sheets. On the -- the medical -- excuse‘ -- the defined
contribution plan do you reca gal prepared a chart
showing the impact of moving he current defined

benefit plan to the company' osed defined contribution

plan?
A I"m sorry, on
Q Do you rec

we provided to yo or APFA provided to you showing the

impact on a ~attendant®s pension benefits based on the

change from current defined benefit plan to the

company” :;oposed defined contribution plan?

do remember that.

nd do you recall that it showed the benefit -- it
owed some hypothetical flight attendants?

It had some examples on it --

Right.

-— 1 do recall.

Q Right. And do you recall that it showed how many more

VERITEXT REPORTING COMPANY
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years a flight attendant would have to work in order to

match the defined benefit plan -- the defined benefit tha
he or she would have accrued in the hypothetical?

A I don"t remember the number, but that was one

Q Okay .
A -— i1llustrations.
Q Okay. And do you recall in certain mstances that

it was as much as ten years?
A I think 1 do, yes.

Q Okay. And at the defin he retiree medical. Now

cess of $400 a month?

To be honest with you I don"t -- 1 don"t recall what
those retiree medical costs are.

Q You don"t know if that®"s in the ballpark or not?

A I don"t.

VERITEXT REPORTING COMPANY
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Q Okay. Okay. Turning back to paragraph 21 of the -- of

your declaration.

THE COURT: Let me ask if you"re done with

MR. CLAYMAN: Yes.
THE COURT: Just figured you might
track of these things as we go.
Any objection?
MR. GEIER: No, no objec , Your Honor.
THE COURT: It"s admit
(APFA Exhibit No. 10
THE COURT:

are we on now?

MAN: Oh, 1°"m sorry, that"s not the right

Looking at -- it is paragraph 21 on

Now in that First sentence you list the typical
flight attendant receives about a $45,000 salary, and then
the next item is $3,100 in per diem. What is per diem,

Mr. Vaughn?

VERITEXT REPORTING COMPANY
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A Per diem are expenses which the -- which the contract
provides.

Q So it"s not intended as compensation, is that not

A It"s a contractual provision that provides tha ~amount

of compensation.

Q

away from base, true?

A

Q

are assigned require them to

A

Q

intended to allow

away from base

For expenses for the flight attendants wl “they“"re

True.

And many, many flights or that flight attendants
vernight at a hotel?
That is very true.
And this is -- t ion of the contract is

pay for their meals while they"re

A for them to pay for whatever they
want --

Q Yes.

A 1 they"re away from base.

Q Now in paragraph 22 you have this chart that

ws that there is a -- let"s see -- that flight attendants

o were paid at least 70 hours 1n all 12 months earned an

ncome -- or were well compensated and made $64,000; is that

right? That"s the third bar over --

A

Flight attendants were paid at least 70 hours in all 12

months averaged $64,000.
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Q Right. And isn"t it true that that $64,000 is

comprised of the items that you"ve listed in paragraph 21?2

(Pause)
Q Let me rephrase the question.
A Yeah, 1"m not so sure | understand.
Q No, let me -- 171l rephrase the question

On that $64,000, doesn"t that i e health care
benefits and other benefits? i
A No.

Q Do you know how you got 00 based on 70 hours or
people who work more thaq Z D in 12 month?

A Yes. This -- we information I think from
our crew resource

= —— look at the bar what it"s

12 months. it actually includes, if you look at the next

bar over the top five percent of those 64 who work at least

12 -- hours in 12 months actually make 93-. So that top
“a tually drives part of that average on the 64-. It"s

Tt suggesting that people who fly 70 hours make $64,000.

I see. And so if you were to look at the -- not the

average, but the median, do you know what that would be?

A Il do -- 1 do not.

Q Okay. And if you"re flying the top five percent,

VERITEXT REPORTING COMPANY
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looking back at union Exhibit 9, the top five percent

according to this chart. And when you say in that -- in ﬁhg

chart that we"ve been looking at are paid -- who are a

least paid 70 hours, are those flight attendants wh are
those 740 paid hours or work hours?

A They"re paid.

Q They“"re pay? But you don"t know whet they include
vacation? 7
A I don"t.

Q Okay. Now looking at y FA Exhibit 9 and if you
were to look at the top nt of this people who are
paid that amount of money ould see -- let me turn your
7 eads 110 hours to 120 hours

id table. Do you see that?

A I do.
Q Okay at"s about 3.2 percent -- the top 3.2

percent; t right?

correct?

Say that one more time?
Q So if you"re at 3.2 for those people who fly at least
110 hours, then the other 1.8 percent to get --

THE COURT: Just -- 1 think you"re saying paid

VERITEXT REPORTING COMPANY
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Page 70
110?

MR. CLAYMAN: Yes.

THE COURT: Okay.

BY MR. CLAYMAN:

Q Paid 110 hours, that®"s 3.2 percent, and you d top 5

percent, so you would have to look at the next lower

bracket, which is 100 to 110 hours, right? d you would

agree that the top five percent would probably be closer to

A I am very sorry, you“re. going have to --
Q That®"s all right. g
A One more time.
Q -- let me jus make it simple.

t the top 3.2 percent. So even let"s
"make it even simpler, look at the top 7.7

percent, s the line of 100 paid hours to 110 paid

kay. And the average line of time, that is what the
mpany assigns the flight attendant who is a full-time
light attendant, the number of hours that he or she is
assigned, isn"t it true for the domestic flight attendant it
is 75 hours and for an international flight attendant it is

82 hours?

VERITEXT REPORTING COMPANY
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Page 71

A That®"s correct.

Q Okay. So when you®re talking about somebody making f

much money as they are -- as you“re talking about in the top

five percent, they would have to be flying upwards
-— 30 percent of overtime to make that -- to mak
difference; is that right? They would have e Fflying 30
percent more hours than the regularly assi flight
attendant? 7

THE COURT: Again, 1 to be persnickety,
you paid hours?

MR. CLAYMAN:

Yeah, 1 think that"s right.

Okay. And do you know how many days
wome a Flight attendant would have to be to work

to 110 hours?

Do you know how many hours they would have to be on
»uty to be paid 100 to 110 hours?

It would vary.

But it would be a lot of hours, would It not?

A It would be a lot of hours.

VERITEXT REPORTING COMPANY
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Page 72
Q Yes. Okay.

A That"s high time. No doubt.

Q Okay. The chart that you have -- that we were just

looking at, had you ever provided that to APFA before
A No .
Q Okay. Have you ever seen this chart prepared by any
other airline?

A I can"t say that 1°ve seen this exact chart, no.

Q Okay. Now turning to paragraph 36 of your declaration.
And the first sentence reads
t the prepetition

a single goal, recouping a

Ve to -- 1 would have to see all those things in
what was in our -- you know, what was --

I, let me ask you this. You know that the amount
ken in 2003 was $340 million on average?

Right.

Right?

Yes.

Q Is that correct?

VERITEXT REPORTING COMPANY
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A Yes.

Q And @isn"t it also true that in order to achieve an
average of $340 million over the five-year period in th

latter years that $340 million went up by a large

percentage?
A Okay .

Q So you would say -- is it safe to sa
million in year five? ‘
A 1 —-
Q Would you be comfortabl at?
A I wouldn™"t know.
Q Okay. But it wa 0-, you would agree with
that?
A You're tryi et to an average of 340-7
Q Yes. get to the average of 340- isn"t it
true that irst few years that it was not close -- it
and it became a larger number as the years
nd the items became effective?
:féss that"s a way to get to the average, yes.

Did you ever see a proposal from APFA that was
rth $340 million a year on average?
I don"t recall.
Q Okay. And then you say that this strategy of
restoration, and you quote Ms. Gladding (ph), and then you

say in the sixth line down, "APFA"s strategy continued

VERITEXT REPORTING COMPANY
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unabated throughout Section 6 bargaining."

Now, Mr. Vaughn, you were iIn attendance at

negotiations in April of 2011 were you not?

A I was.

Q And you know that there was a exchange of s sals; 1is
that correct?
A Yes.

Q Okay. And you also know that the cé pany made a
proposal on April 8th -- or on “April 8th where the
three-year average was $65 m a year; is that not true?

A I don"t recall the Y er.

Q Bal lpark?

-~ also true that APFA"s proposal as
Ilion?

the exact number.

recall that there was about a $30 million

)een the two proposals; isn"t that true?

hat do you remember about the spread between the two
‘proposals?

They weren"t the same.

Q Thank you, Mr. Vaughn. | guess we wouldn"t be here if

they were.

So in any event, would you agree that it was --

VERITEXT REPORTING COMPANY
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Page 75
you don"t have any idea what the flight attendant®"s proposal

was around April 8th? This is the last time we were

together in negotiations.

A I don®"t remember the exact number.
Q And would you say the ballpark is a $30 mil spread?
A In the ballpark.

Q Okay. So that doesn™t fit quite in
assessment that we were seeking to resto; $340 million
worth of concessions does 1t, M
A I think you®"d have to not -- not the difference
between --

Q Uh-huh.

A -- our two pro ut the cost of the overall
proposals.

Q All righ he cost of the overall proposal if |
were to tell yo
than 340-
A Yes
k you.

Now during the course of your direct you were
ked a few questions about the iImpact on flight attendant
»ake—home pay, right?

A Right.

Q And you said that someone who flies the normal line of

time is not going to lose any money; is that right?

VERITEXT REPORTING COMPANY
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A I said someone -- 1 think what | said was someone who

flies their schedule today of 75 hours and who flies what
we"re proposing as 85 hours --

Q Would make about the same amount of money?
A Would make about the same amount of money.
Q I see. And so in order to make the same-amount of
money it"s really not an impact on your w because you
just have to work more; is that right? ‘
A That is true.

Q Okay. And let’s talk s

r impacts on your wages.

You took into account I t the health -- the cost of

ere paid 85 instead of 757

right. And in that example you were using an
ployee only premium; isn"t that right?

That i1s true.

Q And isn"t it true that for an employee plus family or

employee plus children that the premium is substantially

more?

VERITEXT REPORTING COMPANY
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A It is.

Q And about 50 percent of the flight attendants fall iﬁ
those two categories; isn"t that true?
A I don"t know that. Because my understanding em loyee
only was the predominant category.

Q And so you don"t know what the percentage-of employee
plus children is?

A I do not.

Q Or employee plus family.
m increase is for

Do you know what the p

employee plus family und pany®"s proposal?

verage salary 1 think according to what you
000, correct?

correct.

correct. So what you®re talking about in that
em alone that®"s a five percent wage cut; isn"t that true?
»he equivalent of a five percent wage cut?

A I don"t view it as a wage cut.

Q Is 1t an impact on their take-home pay?

A It would be.

VERITEXT REPORTING COMPANY
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Q Yes. And you did not take into account in terms of the

medical insurance that half of the savings from the

company®s proposal is derived from changes to plan desi

isn"t that true? Out of pocket, maximum, and deduc i 1e?

A I"m sorry, ask the question again.
Q Isn"t it true that half of the value of “company”®s

proposal to change active medical is deri rom changes in
plan design? ‘
A I don"t know what the perc but there were
plan design changes, yes.
Q And that will also a
home pay will it not
or more for a dedu
A Yes.
Q Okay . N you that Mr. Akins (ph), the airline
economist

A I do.

And you"ve worked with Mr. Akins for many years?

If 1 told you that Mr. Akins has estimated that
impact on take-home pay from the company®s proposal was
»6-9 percent cut would that surprise you?

A I wouldn®t know.

Q Okay. That"s fine.

Now with regard to the change in rigs, that is

VERITEXT REPORTING COMPANY
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that you -- the company took rigs off of the term sheet.

Isn"t it true that in plain English Mr. Akins found a

mistake in the company®s costing?

A Absolutely not.

Q No?

A No.

Q Okay. Well, we"ll visit that later.
(Pause) 7

Q Now let"s just talk a minu

“your declaration

paragraph 43. Okay. Now

-- do you have that?
A Yeah, one second, 1 Flipped to page 43.
THE COURT:
MR. CLAYM, sorry. Would have helped.

BY MR. CLAYMAN

targeted cost reductions needed by the company were
échieved-"

Do you see that? And that overall targeted cost
reductions that the company claimed it needed is $230

million?
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A I"m sorry, are you on the second -- what paragraph are

you on?

Q Forty-three. 1"m sorry, Mr. Vaughn.
sentence of paragraph 43. You can just read it, tha
read into the record.

A Paragraph 43.

Q It begins --

A I got it, yes, sir.
Q Yeah, okay.

A Yeah, sorry.

Q That"s all right.
A Okay .

Q Okay. And it long as the overall targeted
cost reduction the company were achieved.” That
targeted cost- n is $230 million?

it was $230 million at the very beginning of

ions in February?

And when we had our last session in March it was
30 million?

It was.

Q And you had -- isn"t it true, Mr. Vaughn, that you have

indicated time and time again during the course of these

negotiations that $230 million will not change?

VERITEXT REPORTING COMPANY
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Page 81
A No, I never said that.

Q You have -- you have told us during the course of

negotiations that the company is willing to move off of
$230 million number?

A Right, this may be a slight nuance on what
saying, but 1 think what | said --

Q Let me -- let me clarify the questio
A Okay . 7
Q I am not talking about the f the $230 million,
I am not talking about rearr. e pieces within our
proposal so that it come million, 1 am talking
about the total value oposal equaling $230 million.

A Right.

Q Isn"t it t

ance to what it iIs you"re -- how you"re characterizing
»hat I said.

I never said it -- | said there was little, if
any, wiggle room in that target, but I agree with

Mr. Brundage®"s testimony yesterday that if a APFA, just as

VERITEXT REPORTING COMPANY
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we did when we changed the duty rig proposal, had the APFA

come to us, come to company or come to myself, and there

lots of conversations about the business plan and the asks,

if they had come to us and said, look, we don"t thi
230- is correct and here®s all the reasons why w
think the 230- is correct we obviously would have had to go
take a look at that.

Q Right.

A That never happened. So t r to your question
is, it was 230- and it is 23
Q Right. And the two 0- -- the change to the

230- that you"re talk is IT there were a

ue of the company®s proposal was not

but if my recollection serves me, it was

I don"t agree with that characterization. It meant
at the -- that the target was 230-, we just ended up with
é gap that we hadn"t filled of 20 -- of 20 million, which we
had ultimately --

Q Right. So -- but --

A -- proposed back, but the target itself did not change.

VERITEXT REPORTING COMPANY
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Page 83
Q Right, the target did not change, and it did not change

because the assumption they were talking about -- 1711

withdraw the question and we"ll get there through anoth
witness, that"s fine.

Mr. Vaughn, let me just fTinish that Ili
questioning. So it -- you agree it"s still ‘he number is

still 230-; is that correct?

A We*"ve had no -- no one has presented any information to

Q Okay. So the only uld change the 230- would

be in the way that testified, which is that if
we Ffound an altern ness plan or if we found a
mistake?
A Yes.

Q Okay

but you agree with that, is that -- would you

don"t know about an alternative business plan. If
meone were to present information to us that would
»ndicate that the 230- target was not the target that we
should be shooting for them we would obviously seriously
consider that.

Q And what kind of evidence are you talking about,

VERITEXT REPORTING COMPANY

[16.5.5] [AMR Section 1113 T@Qag@?u@gg@t (Complete).pdf] [Page 83 of 12%ww.veritext.c0m 516-608-2400



10

11

12

13

14

15

16

17

18

19

20

21

25

Page 84

Mr. Vaughn, because I"m not clear?

A I don"t know. I don"t know.

Q Are you talking about a mistake?

A I don"t think there -- it could be, 1 haven"t

don®"t -- it could be a mistake, it could be some g other

-- something else. Someone who would present-information --

Q We -- well, 1 think APFA and all the

about that.

Q All right. Wwell

you should let the
MR.

MAN: Okay.

OURT: Right, we"ll be here all --

IR. CLAYMAN: 1 think I only have a few more

THE COURT: -- all year if we -- if we go down

Y MR. CLAYMAN:
Q Now, Mr. Vaughn, let me just ask you if I can hand you
what I would mark as APFA Exhibit 11.

(APFA Exhibit No. 11 was marked)
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MR. GEIER: Thank you.

THE COURT: Thank you.

(Pause)

BY MR. CLAYMAN:

Q Have you seen this document before -- or th -mail?

A I have seen this e-mail.
Q Do you know if American has responded this 1nquiry?
A I -— 1™m not sure.

Q Okay. And do you know the to the question
that"s posed?
A No, I do not.
Q Okay .
(Pause)
you wish to have your e-mail as
ord for all times? | suppose the
answer to
LAYMAN: Absolutely.
COURT: All right.

GEIER: No objection, Your Honor.

COURT: To his e-mail being a part of the

‘public record or the document?

MR. GEIER: For all time.
(Laughter)
THE COURT: AIll right.

MR. CLAYMAN: Yeah, so can | move for the

VERITEXT REPORTING COMPANY
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Page 86
admission? Yes, thank you.

MR. GEIER: No objection, Your Honor.

THE COURT: All right.

MR. CLAYMAN: Okay.-

THE COURT: 1 figured you probably did but 1

Jjust wanted to ask. And | assume that the other participant
to this e-mail similarly has no concerns it?
MR. GEIER: 1I1"m positive of thé , Your Honor.
THE COURT: All right
(APFA Exhibit No.
MR. CLAYMAN:

a minute I think I ma
“That"s -- 1"m done for now, Your

COURT: All right. For now sounds a bit

" THE COURT: -- I1"11 --

MR. CLAYMAN: 1 think you®"d find that encouraging.
THE COURT: All right.

MR. BUTLER: (Indiscernible - 12:19:12).

THE COURT: AIll right.

CROSS-EXAMINATION

BY MR. BUTLER:

VERITEXT REPORTING COMPANY
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Q Mr. Vaughn, my name is Jack Butler, 1"m one of the

lawyers for the creditors®™ committee.

A Good afternoon.

for

Q Good afternoon. I just have a couple of quest ons
you and I"m going to try to make reference to specific parts

of your testimony --

A Okay .
Q -- as a basis of talk to you this mo ng or this
afternoon.

Can you turn in wh en marked debtor®s --

American®s Exhibit 1000 ph 1. Paragraph 1 is the

ourt what your position, your

role is in working fcan; is that correct?

A

Q

A

Q it correctly you are the principal

ith the APFA on the part of American; is that

hat iIs true.

Would it be fair to characterize it if 1 thought about
his that across American®s 20,000 non-union employees
you"re the principal person who is charged with
responsibility of driving home a deal with the APFA; is that

right?

VERITEXT REPORTING COMPANY
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A Yeah, 1 would say that"s probably right.

Q And how much -- in percentage terms how much of your

time do you spend working on that mission for American

your both -- of the time you"re working at your wor

secretary maybe five tim ast few months. So a lot
of time.
Q Now you testif Fier that your principal goal is

“deal with the APFA; is that right?

Do you have an understanding of how this section
the Bankruptcy Code works? Has someone explained it to
»ou in terms of what your role is as the lead labor
negotiator?

A Yes, to a certain extent, yes.

Q Okay. And I"m only asking what your understanding is

VERITEXT REPORTING COMPANY
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here --
A That"s fine.

Q -- Mr. Vaughn.

Do you understand what will happen if yo

reach a consensual deal -- with the APFA?

A Yes.

Q What?

A Well -- well, 1 guess we"re partly here because we

haven®t done that, and I assume point the judge will

APFA.
Q So you

determine

do understand that.

it fair then to characterize that your principal
is to reach consensual transaction with the APFA?
A Yes, that -- it was in June of "08 and it is today.

Q Now you testified earlier, and 1 just want to clarify

the record on this point, that some -- you gave some

percentages to Judge Lane about how much of the term sheets

VERITEXT REPORTING COMPANY
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changed, you said it was 60/40 or 75/25 that -- I wasn"t

sure which part was the 75 and which part was the 25 on tf

record. Could you just clarify that, which changed?

were aware of and been working on and oth T those that

you, you know, had to kind of come up wi£ as you were going
through the process, 1 think 1 40, and now that 1"ve
said that 1"ve forgotten the
Q Okay. I was just tr ind out which part was the

60 and which part was

O -- 60, 1fF not a little more, was the

- we were aware of and that we had been

ese negotiations?
It does.
Q If you turn to paragraph 4 of your -- of American

Exhibit 1000, you describe in this paragraph, you testified

to the labor ask or the so-called ask that you were given of

VERITEXT REPORTING COMPANY
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1 230 million. Do you recall that, sir?

2 A Yes.

3 Q And you testified that you had nothing to do with

4 putting that number together, but that it"s your mi sion to
5 sort out how to get that kind of value out of la
6 modifications to the APFA agreement; is that rect?
7 A That i1s correct.
8 Q As you thought about constructing tﬁ term sheet did
9 you think about whether your pr were competitive in
10 the marketplace?

11 A I don"t -- 1 honestl think that was our first
12 point of reference.
13 Q What is -- what was your first point of reference?
14 A well, as had started bargaining in 2008 so

15 we kind of hac had a general idea of the kinds of

16

17

18

19 Constructed our term sheet. You know, I

20 constructed the term sheet based on my experience over the
21 v years of bargaining, and we got to a point where, you

know, we had the items we thought were necessary.
Did we then look out across the landscape of other
carriers to see 1T we were in the ballpark of the other

25 carriers? We did do that, but I think it was more toward
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the end than from the beginning.

Q Do you have a view as to whether or not as the lead

negotiator whether these proposals are market competiti

with the other -- and I want to from my perspective foc

you on the other major network carriers --

A Right.

Q -- that being United and Delta.

A Right.

Q Do you have a point of v

A When you say market co 0 you mean that in --

as the term sheet as a wh effects of the term sheet
as a whole?

Q Why don®"t you: hether you think it"s
competitive and hink about 1t. 1"m not trying to
put words i th, you tell me what you think.
A Actu inking that in terms of the 1113 with
respect to the cost savings we needed at American. That"s
y primary focus.

ight. So you do -- you do or don"t have a view as

‘some market sense to Delta"s -- what Delta flight
attendants have and what United®"s flight attendant have?

A Well, 1"m sorry, if 1 —- I didn"t mean to sound evasive
on that point. |ITf you"re asking me whether 1"m aware that

the terms in our agreement are in terms of relative do other

VERITEXT REPORTING COMPANY
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1 carriers have them or do they not I have a sense of that.

2 Q And what®"s your sense? What"s your view as the lead
3 negotiator for American Airlines?

4 A On the package as a whole or the individual ter

5 asks?

6 Q Let"s deal with the package as a whole

7 A I"m not sure 1| can do it as package as a whole, 1

8 didn"t look at it that way. 1 -- we co if%ucted our term
9 sheet based on what we needed
10 experience with our flight

11 menu of items together we.

12 look out to make sure

13 we wanted to make ¢

14 -- you know, off rts in terms of what it was we were

15 asking of o [gh attendants. So we did go take a look

16 and make you know, we weren®t way out there.
17 Q Would you agree with me that if you"re going to get a

18 consensual  deal with the flight attendants that you®re going

19 to —- -the lead negotiator you®"re going to have to

20 convince them that these are competitive proposals?

21 You know what, 1 didn"t view my job as trying to
convince them that our proposal was the proposal to take. |
viewed that my job was the present them with the proposal

that we could discuss, that we could negotiate over, and

that we"d reach an agreement that had term sheet items that

VERITEXT REPORTING COMPANY
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1 were of interest to them, term sheet items that worked for
2 us, and In the end hit the 230-.
3 We weren®"t trying to convince them that our
4 right, I think we spent -- as a matter of fact 1
5 you when we opened our negotiations with them on
6
7
8
9
10 Cl terized as take it or
11
12
13
14 to them, I -- before we leave here
15
16
17
18 are -- there are parts in the term sheet, sir,
19 that 1 think the flight attendants have been very vocal that
20 th?%; on"t like. We"ve said to them, and in some respects
21 1 indifferent to some of those things. 1 think they --
some of them create productivity, but that productivity also
has a value to it. |If we can get to that productivity and a
value in an entirely different way 1"ve told them that we"re
more than willing to do that, and that"s what 1 wanted to

VERITEXT REPORTING COMPANY
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make sure that they were aware of when we had our last

meeting with them when we broke, so.

Q Thank you, Mr. Vaughn. Just a couple more questio

IT you turn to American Exhibit 1044, whidf
appended to your supplemental exhibit, which is
American 1000S. And 1°d ask you to turn to the last page of
that exhibit, which is page 7.
A Yeah.

Q I know It"s -- you got to ts of paper to get
there, so 1711 just pause fo ute or two.

THE COURT:
BY MR. BUTLER:

Q What®"s worse e last page so you"ve got to
e way, SO.

aid 104472

1044. And I°m looking for the last

Yes.

And I want to ask you a couple of questions about that

Okay .

Q In your declaration you referred to this, and is it --

VERITEXT REPORTING COMPANY

[16.5.5] [AMR Section 1113 T@Qag@?u@gg@t (Complete).pdf] [Page 95 of 12%ww.veritext.c0m 516-608-2400



10

11

12

13

14

15

16

17

18

19

25

Page 96

are we to understand that this proposal, the one dated

March 22, 2012, is the first time this Article 1 box was
presented to you with these items?
A That 1s correct.

Now actually it"s -- they gave us a pr
March 22nd, they told us that the proposal they gave us on
March 22nd was not correct and then they t the proposal

to us on | think March 26th, and that"s .when the first time

I saw this particular box.
Q Okay. So this box was . the proposal after

March 22nd and before

A Yes.

e

three 1tems in this box, | want to ask

)y APFA relating to the provision in valuation of

red claim in the Chapter 11 case. Do you see that,

Have you had any discussions with the APFA regarding
the consensual -- a consensual agreement about a claim in
this case?

A We have not.
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Q Has the company made any proposals regarding the
provision of a claim in this case?

A We have not.

Q Okay. The second item they talk about the pr féj
in the event of a merger or other transaction. Do you see
that, sir?

A I do.

Q Have you had any discussions with the APFA about what
that means?
A No, we haven"t.

Has the company prese

Q

proposals of its own in

this or any -- well, you“re

spect to APFA iIn the event of a

.3 agreement. Do you see that, sir?

't means?

No .
Q Have -- that kind of a provision is oftentimes in --
I"'m told -- 1"m not a labor lawyer -- but I"m told that"s

sometimes referred to as a snap-back provision, that under

VERITEXT REPORTING COMPANY
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certain terms and conditions concessionary items are snapped

back.

A That"s how I interpreted it.

Q All right. Has the company made any proposa
of its bargaining -- In connection with Section about a
snap-back arrangement?
A We have not.

Q Do you have a view -- any view abouf how a snap-back
arrangement would work in conne th this -- the
bargaining you®"re doing?
A I do not have a vie hat would work in these
proceedings quite fran

Q Okay .

e have no further questions, Your

All right. Redirect?

Yes. Just a few things, Your Honor.

ust before you turn back so we don"t have to wrestle
th i1t again.

In terms of that Section 1 proposal, is the reason
that you®"ve not had any discussions with what the union
intended by the Section 1 proposal is because there have

been no negotiations since you received it?

VERITEXT REPORTING COMPANY
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1 A That"s true. This was the last document that we

2 actually received, and we"ve not met since.

3 Q And have you -- after you received it did you see

4 meet again?

5 A I actually communicated with APFA at some point after

6 this, we had indicated that we might get together prior to

7 these proceedings and that was not -- that not happen.

8 Q Okay. Very briefly on Exhibit 1043, and 1 tore mine

9 out so I would not have to wres d I think you -- 1711
10 wait till the --

11 MR. GEIER: You et me know when you“re
12 there.

13 as close as I"m going to get.

14

15

16

17 s a footnote under -- footnote 4, which is
18 7 monthly max, and just wanted to ask you to give
19 ation. I1"11 read it for but, "No credit given for
20 yqai, beyond terms of contract is proposed by APFA."™ Do you

I do see that.
Q Is this the provision or contingency in their
counterproposal that they would only -- that they were only

25 accepting of the schedule max if value from subsequent years

VERITEXT REPORTING COMPANY
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beyond their four would be given to them?

A Yes, that is the reference.

Q And in footnote 6 where -- which deals with PBS -

A Yes.

Q -- there"s an assumption there isn"t there 't the PBS
would be implemented in year two?
A Right.

Q Is it your understanding that the aé umption was -- was
effectively saying that the vet 1on or veto
contingency on the APFA agre a PBS system was not
considered in providing t
A That"s true.

Q And if they ha hey did impede the

hat value would not be there; is

et of questions, and this goes to -- all the
). your declaration, Exhibit 1000. And I"m just
going ask you to turn to page 48. And they"re easier to
d it in the declaration than in the exhibit list. This
Exhibit 1041.

I"m sorry, was that page 48 or paragraph --

It"s page 48 —-
Okay .
Q Do you see that? And 1°d ask you to also have at your

VERITEXT REPORTING COMPANY
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1 disposal APFA Exhibit No. 9.
2 A Right.
3 Q Do you have that, Mr. Vaughn?

4 A I do.

5 Q Okay. And the information on American Exhi

6 reflects the block hour portion of APFA Exhibi

7 correct?

9 representation, yeah.

10 Q And again -- and when Y
11 out and wanted to make su
12 hand side -- and 1 wo
13 side is paid hours
14 correct?
15 A Right.
16 Q
17 time a flié
18 correct?
19 A
20 “Clayman explained.

21

hours?

25 A Yes.

8 A Yes, that looks to be an exact duplicate

Page 101

r was correctly pointing
erstand, that the right-
fool you -- the right-hand

eft-hand side is block hours,

" hours represent the hard time, how much

ttendant is actually working in the aircraft,

epresents the actual hard hours that are flown as

Okay. And if you read across is it true that looking

ét the line that is 60 to 70 in terms of the block hours

67.8 percent of flight attendants work fewer than 70 block

VERITEXT REPORTING COMPANY
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Q And on the paid side only 36.6 percent of the flight

attendants get paid less than 70 hours; is that also true

A Yes.
Q Okay -
A Yes.
Q And this represents -- that comparison represents some

of the i1nefficiencies, the costs that the any has --

MR. CLAYMAN: Your Honor, 1°m _going object.
That"s quite a leading
BY MR. GEIER:

Q What does that diff lect, Your Honor --
Mr. Vaughn?
A Well, 1 think ¢ as we"ve discussed there

are duty rigs d guarantee that I think have

already been here that create some -- and I don"t

mean this i rative way -- some artificial type pay

that the cé y would pay in addition to hard block hours.
this is -- at the left side is hard block
hours e left side really just says this is what flight
endants get paid and it doesn"t really give you a sense
what the block hours are in there, but it could be a
»ombination of block hours and artificial time.

And really both -- both union exhibit and company

exhibits really, 1 mean we can get into the details of it,

it really was designed just to show the degree to which

VERITEXT REPORTING COMPANY
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flight attendants have a lot of choice iIn the amount of

hours that they fly.

MR. GEIER: Thank you, that"s all | have.

MR. CLAYMAN: No redirect (sic), Your Hon
THE COURT: AIll right.
MR. CLAYMAN: Recross.
THE COURT: 1 assumed you would ave any
redirect. i
(Laughter)
MR. CLAYMAN: That be a problem.

THE COURT:

MR. CLAYMAN

“11 want to move exhibits, 1°ve been
reminded, Youi
All right.

And that would be the Exhibit 1000,

" THE COURT: All right.

MR. GEIER: -- 1000 past the supplemental
claration, and then Exhibits 1000 --

THE COURT: All the exhibits.

MR. GEIER: -- through 1045, including the 1019A
and B that 1 replaced --

THE COURT: Right.
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MR. GEIER: -- at the beginning of the proceeding

today.

THE COURT: All right. Any objection to the

declarations, the two that make up this witness"s d ‘Ett
testimony?
MR. GALLAGHER: No, Your Honor.
THE COURT: All right. Any obj n to any of
the exhibits? i

MR. GALLAGHER: No,

THE COURT: All

(Debtor®s Exhibit N C 100S, 101-1045, and 1019A
and B were admitted)
ght, you"re excused.
“Thank you.

Thank you. All right, 1 guess this is

'MR. GALLAGHER: Well, yes, before we talk about
s heduling for the future, Your Honor, we did want to
mplete the debtor®"s record and offer the declarations.
And now just to be sure, Mr. Kasper, Ms. Goulet,
Mr. Vahidi, Mr. Resnick, Mr. Dichter, Mr. Brundage, those
declarations have already been offered and admitted. 1™m

reading down from my list.

VERITEXT REPORTING COMPANY
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THE COURT: Yes.

MR. GALLAGHER: We have additional -- and of

course Mr. Vaughn. And --

THE COURT: Mr. McMenamy as well.
MR. GALLAGHER: -- and Mr. Glass and M cMenamy .
THE COURT: AIll right.
(Debtor®s Exhibit Nos. 1000, 100S, 10 014, 1019A & B
were admitted) i
MR. GALLAGHER: 1711 ist by name, Your
heir exhibit numbers as

Honor, the other declaratiog

cross-examination and we

600. “Your Honor, 1°m offering both the

declaration and pporting exhibits --

The accompanying exhibits.

ALLAGHER: -- cited in that declaration.

'he declaration of Mr. Chim (ph), Exhibit No. 606.

" THE COURT: All right, hold on one second, 1 just
t to find —- 1'm looking at the original Volume 1 and

Tume Il binders that 1 received when the application was

iled, and I"m looking for at a declaration and maybe I"m

missing where it is, but --

MR. GALLAGHER: Mr. Flicker will -- has the full

work chart in front of him, Your Honor, and he will

VERITEXT REPORTING COMPANY
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enumerate them.

THE COURT: AIll right.

MR. FLICKER: Thank you, Your Honor.

So for Ms. Wright her declaration of course
American Exhibit 600.

THE COURT: Correct.

MR. FLICKER: The exhibits that is sponsoring
are 601 through 608. i

THE COURT: 608.

MR. FLICKER: ch includes 609A
and B.

THE COURT:

MR. FLIC d as Mr. Gallagher referred to,
two of the exhi : rs that 1 gave you are actually
declarations authenticated.

All right.
LICKER: So that"s how -- 606 is the
authenti ng declaration of Mr. Chim.

" THE COURT: All right. So what 1"m going to do
t for shorthand is when they"re -- sorry -- when they"re

clarations that are buried inside as exhibits we"ll just

fefer to those as exhibits for the time being --

MR. FLICKER: Yes, sir.

THE COURT: -- because 1"m really sort of working

off the identified witnesses who were the backbone of the

VERITEXT REPORTING COMPANY
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case.

So -- so that those -- exhibits by exhibits we

mean both documents as well as supporting declarations

I know we"ve seen a couple of those in connection w ‘
when folks have relied on outside work that"s be
MR. FLICKER: Yes, sir.
THE COURT: AIll right. So let” is witness
by witness just to make clear. 7
I understand there ar " be any objection to
the introduction of Carolyn | and her accompanying
exhibits.
MR. MEYERHOF]

objection.

earlier.
| assume there are no other objections? All
right those are all admitted.
Debtor®s Exhibit Nos. 600-709A and B were admitted)
MR. FLICKER: Now, Your Honor, the next sponsoring
itness was Mr. Newgrin (ph), his declaration is -- his
direct testimony is American 900, and we would offer that
into evidence.

THE COURT: AIll right.

Any objection? All right.

VERITEXT REPORTING COMPANY
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MR. FLICKER: And the exhibits that he has

sponsored in his direct testimony are 901 plus 901A, and

901A 1 believe a correction of 901, but to insure that

record is complete we"re going to submit both 900 - ‘Qﬂl and
901A.

THE COURT: AIll right.

MR. FLICKER: And beyond that 90 rough 927.

THE COURT: All right Any obj tion to those
exhibits?

MR. ROSENTHAL: Yo

Allied Pilots Association

OSENTHAL: Well, if you could maybe direct
Lion to Exhibit 905 I could illustrate what we
problem is.

THE COURT: Give me a minute to get there.
(Pause)

THE COURT: All right. Exhibit 905 which -- let
me ask First off is this is confidential in any way, shape,
or form?

MR. FLICKER: No, sir, it"s based on public

VERITEXT REPORTING COMPANY
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Form 41 data.

THE COURT: All right. So i1t"s entitled 2010
pilot costs/BH detail and it is a one-page chart. And’
is the objection?

MR. ROSENTHAL: Well, Your Honor, Mr.
irst that

statement, this is Form 41 data is actually th

we"ve heard anything about where this infol ion came from.

The chart does not list a source nor do “the declaration

explain how Mr. Newgrin had kno f this information.

We think there"s no foundati entering it into the
record without that.
THE COURT: e"s the difficulty of saying

s someone. I"m sure that that

make a professor that solves your

‘counsel, can you explain the foundation for

this particular exhibit?

MR. FLICKER: Yes. Your Honor, my first point was
thg y waiving corroboration I believe they waive that
ection.

THE COURT: No, 1 understand that, but you may be
able to solve all of our problems so I don"t have to rely on

procedure.

So what -- is this form -- is this based on the

VERITEXT REPORTING COMPANY
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1 Form 41 data that we referred to many times in this case or
2 something else?

3 MR. FLICKER: No, sir, it"s the Form 41 dat

4 THE COURT: All right does that solve yo

5 since it"s -- that Form 41 data has been cited pf tty much
6 every hour of every day in this trial thus f

7

8

9

10 g that the data on this
11 41; is that right?

12 or, Neal Mollen for the

13 ] am strung here because if

14 could ask him. But my recollection
15 that exhibit came from Form 41 data.
16 All right. 1"m going to take that

17 proffer wit hat caveat, and if you learn anything to the

18 contrary you"ll just confirm that with counsel for the

19 unions; and if we need to cross that bridge we"ll cross it.
20 MR. MOLLEN: Very well, Your Honor.
21 THE COURT: Let me ask if the other objections are

of this type? Because if they are they are things that are
best discussed first off with counsel. | don"t blame
anybody for making the objection, but these may have

answers, and what 1 would like to focus on is things where

VERITEXT REPORTING COMPANY
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1 we actually need to sort of get into the weeds. |If it"s a

2 question of we don"t know where this is from because it

3 doesn"t have a cite, and it does and a lot of these charts

4 do, but I don"t know that 1 add a whole lot of -- as say

5 in the Bankruptcy Court -- added value to that process.
6 So -- so 1°d ask if you -- in thinking about these

7 objections to exhibits to take a look and . what -- what

8 we need to talk about now and what would be beneficial to

9 first have a conversation with counsel.

10 MR. ROSENTHAL: Ab Your Honor.

y

11 well, as you Kne ve conferred over all of

12 we"ll try to sort this out.

13 gain, it"s part of the calling
14 ess, and I"m not -- again, I"m not
15
16
17
18
19
20
21 So what 1°d ask is that for these kind of
objections talk to each other, if we need to figure it out
in a way that needs to be litigated we can do it when we

reconvene, but certainly what 1 would expect that folks can

do to resolve issues is the next time we get together or by

VERITEXT REPORTING COMPANY
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1 stipulation make representations about what things are based
2 upon.

3 MR. ROSENTHAL: Absolutely. Thank you.

4 THE COURT: Certainly.

5 MR. FLICKER: Thank you, Your Honor.

6 THE COURT: Now let me -- but let me.just make

7 sure for purposes of keeping track you had tioned 905,

8 and what are the other ones that you migﬁ have an objection

9 to that fall into that category
10 MR. ROSENTHAL: Ye onor. 923 through 926.
11 THE COURT:
12 MR. ROSENTH
13 THE COUR 7 m asking now, 1 know 1 looked at
14 various objecti ‘were fTiled to exhibits, but I know
15 things have ct er the course of the trial in terms of
16 limiting these ed on testimony that has come in, so
17 that"s why asking, so to -- just to get it cleared up as

18 we go.

19 All right. So you"ll follow up on those and work
20 or we"ll discuss i1t as need be.
21 MR. FLICKER: And for the record then are we --

are we going to be entering these things into evidence
subject to resolving the objections?
THE COURT: I"m going to admit them right now

25 subject -- subject to the right of the union to pursue an

VERITEXT REPORTING COMPANY
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objection if they"re not satisfied with the answers they

get.

MR. FLICKER: Thank you, Your Honor. So tha

woulld cover the 901 through 927 range.
(Debtor®s Exhibit Nos. 900, 901, 901A, and 902-927 were
admitted)
MR. FLICKER: The next two witn are witnesses
that are on the TWU side of the house. ,W would like to of
course enter their direct testi ",, ~exhibits into the
record.
I understand th

is an agreement with the

s-examination, and 1 would

That"s acceptable, Your Honor.

All right. So -- and that"s Mark

'MR. FLICKER: Well, the first one I think Your
on my list is Mr. June Wheel (ph) --

THE COURT: June --

MR. FLICKER: -- which is 1100.

THE COURT: AIll right.

MR. FLICKER: And Mr. Wheel also sponsors on

Exhibits 1101 through 1144.

VERITEXT REPORTING COMPANY
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THE COURT: All right. 1 will accept them subject

to that reservation of rights. Are there any other issueé

we need to discuss In connection with those?

MS. LEVINE: Your Honor, my understanding.‘ - that

the same reservation apply to Mr. Brundage and M urdette.
THE COURT: Fair enough. All right:

(Debtor®s Exhibit Nos. 1100-1144 wer itted)

MR. FLICKER: So, Your Honor, .the next series 1S

the declaration of Mark Burdett s AA 1200, and

Mr. Burdette is the sponsor 201 through 1215.

12137

thank you. All right, 1 will

it Nos. 1200-1215 were admitted)

LICKER: Your Honor, we have AA 1300, which

roduced thank you amount witness. So we have 1300 and
remaining to submit.
THE COURT: All right. Any objection to that
gentleman®s testimony and accompanying exhibits?
All right, hearing none I will admit those as

well.

VERITEXT REPORTING COMPANY
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(Debtor®s Exhibit Nos. 1300 and 1301 were admitted)

MR. FLICKER: Thank you, Your Honor. 1400 is
reserved, the 1400 series.

We are at the declaration of Denise Lynn
which is AA 1500, and her exhibits are 1501 thro 1672.
We"ve received no objections to the declaration or any of
those exhibits.

THE COURT: All right Anyonei bject to her
testimony and accompanying exhi

All right, hearing ection I will admit those
as well.

(Debtor®s Exhibi 0-1672 were admitted)

ur Honor, that completes the
evidence iIn this portion of the

ines.

All right.

LAYMAN: Your Honor, 1 just have one kind of
administ Live matter.
" You had asked for a copy of Mr. Horton"s letter
t was APFA Exhibit 5 which had had the imprint of the
edits®™ committee®s web site. | think we"ve discussed
s, this is okay?
MR. FLICKER: Yes. Yes, we have. Thank you.

MR. CLAYMAN: Okay.

THE COURT: Well, I think there were a couple of

VERITEXT REPORTING COMPANY
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these, so what 1 would ask is maybe if you could put them

all -- while I didn"t get them one at a time because I™m

I"ve not yet drowned over here with paper, but 1°m getting

close, and I don"t want to lose track.

thank you for that.

All right

issues othe an the true up process, so let"s -- let"s
hat.

know there were a number -- 1 don"t have the
cise exhibits in front of me -- that required -- the

its were in, but not that version of the exhibits, they
»eeded to be redacted or they needed to be of different
origin such as the one from the committee, so | believe that

everything that the debtors have submitted that there is a

public version that"s been on the docket that is redacted.

VERITEXT REPORTING COMPANY
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1 So for purposes of what the public record is

2 that"s already -- that already exists, and in a true up yﬁ
3 can make reference to the docket entries so we have a

4 going forward. 1Is that correct?

5 MR. FLICKER: Yes, Your Honor.

6 THE COURT: All right. So 1 would : “that the

7 unions do the same thing from this first that you

8 essentially can submit your lists of adm{ ed exhibits with

9 copies if they“"re not already n the record so

10 that we all know what the re or the first week of
11 trial here.

12 And then wh thought is that down the road

13 when we Ffinish a edings we can have another

14 version of that 1ded version that does -- that does
15 for everythi
16 KER: Yes, Your Honor.
17 s to a number of the exhibits that have been
18 offered i the union counsel that may contain the

19 confid al information of the debtor we have a process
20 alré@éy being agreed to my the professionals that we"ll
21 view and proffer to them a proposed redaction and then we
»an see if we need to work anything out.

THE COURT: AIll right.

And just to let you know, I don"t think we need to

25 address it now, but if we get to the end of the trial and

VERITEXT REPORTING COMPANY
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there®s a decision that has to be issued I will ask the

parties before we get there to assist me in compiling the

complete confidential record so that if some lucky district

to do that. It may be that . know I have a lot of

things already -- it may ou can tell me that 1 have

KER: And that reminds me, Your Honor,

ere has been some discussion with your

)out insuring that we provide you with binders

ude the sealed version, the confidential version of
the witness testimony. We obviously have them

ready for the --

THE COURT: Yes.

MR. FLICKER: -- witnesses who have appeared, the

gaps are of course the people who have not appeared in

person and we"ll fill that in --

VERITEXT REPORTING COMPANY
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THE COURT: All right.

MR. FLICKER: -- so you have a complete set of
our --
THE COURT: No, that"s -- that"s helpfu

what people have been doing -- what you®ve been
that witness with confidential informatio

know what is confidential | can

each witness,
confidential,
me a disk so
issues that e come up in the trial would be particularly
helpful,
All right, I think -- anyone have any questions
ut that -- issues relating to the record? It"s an
exact science, we"ll keep chatting about it as we go
orward.
So | guess the next issue is scheduling of the
proceedings, and 1 know we have a scheduling order, but

let"s just chat about it in case there"s any confusion or

VERITEXT REPORTING COMPANY

[16.5.5] [AMR Section 1113 T@lgag@?u@gg@t (Complete).pdf] [Page 119 of 12Www.veritext.com 516-608-2400



10

11

12

13

14

15

16

17

18

19

20

25

[16.5.5] [AMR Section 1113 Trjx| Dap § 78GRt (Complete).pdf] [Page 120 of 133hanw. veritext.com

Page 120

need to tweak things.

MR. FLICKER: Your Honor, may I suggest for tha

that we actually go off the record? It may make it easier

to have a discussion. [1"m not asking this right no
may even be necessary that we do that in a close
environment with only the people that are --
THE COURT: That"s fine. 1I1°m o o whatever
serves the needs of the case. So | will‘ guided by what
you all want to do. So that"s
Is there anything . hould discuss on the
public record? All righg don®"t we go off the
record.
~want to do it here in handling this
case? | know 1t is a hotly contested case, | know people
ng on behalf of their clients. 1 have

away from my days representing clients

that 1 gotten how strongly clients feel about issues
and the 1 lenges that presents in an important proceeding
like t so | appreciate everybody®"s real professionalism

o king together and that"s made these proceedings I
nk go very smoothly.
Thank you.
(A chorus of thank you)

(Proceedings concluded at 12:59 p.m.)
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