MEC Chairman

A Look at Merger

Events

what happens next?” How many times
aveyou asked yourself that question dur-

ng the course of the past 10 months since

UAL announced their planswith US Airways?

To show you what can happen next, and to
alleviate some of the confusion that has sur-
rounded this process since May 2000, I've cre-
ated two timelines with the help of the MEC
Officers, our advisors, and the Merger, Nego-
tiating and Communications committees. Hav-
ing avisual structure has made it easier for me
to focus on the big picture. And, the timelines
point out detail sthat may have been overlooked
aswe' ve moved forward to protect and enhance
our jobs here at US Airways. Despite some of
the surprises that this merger has produced for
our pilot group, we've had our share of victo-
ries. Also, these timelines are atool to develop
our future, helping us plan some of our next
steps.

I’'m going to use the events marked on the
timeline to summarize what has happened since
May 24, 2000, the date of the United/US Air-
ways merger announcement, and then I'll give
you an idea of what we believe will be happen-
ing in the future.

There are two separate timelines shown in
thisarticle. Thefirst isan events timeline that
discusses merger milestones that have been
important, and may be important, to the US
Airways pilot group. The second, an organiza-
tional timeline, isan overview of how our MEC
has been conducting its business since the
merger announcement.

Although the organizational timeline mostly
lists our past and future MEC meetings and is
self-explanatory, I’ ve broken down everything
contained in the eventstimeline to explain their
significance. Keep in mind that the events that
have not yet occurred are not set in stone. I'm
sure there will be some deviation from the
expected dates, and, in fact, some events may
not happen at all.

May 24, 2000: Date of UAL/US Airways
announcement—United and US Airways an-
nounced that UAL is buying US Airwaysin an
$11.6 billion deal, with the Boards of both
companies approving the deal late on May 23.
The combined company would have $27 billion
in annual revenue and more than 145,000 em-
ployees and 1,000 aircraft. The deal is subject
to approval by US Airways shareholders and
government regulators, including the European
Union, but management stated that they ex-
pected the deal to be completed by the end of
2000. In the event the transaction is not com-
pleted, management says that they intend to
continue operating the airline as an indepen-
dent competitor.

In an effort to address regulator’s concerns,
UAL plans to sell the bulk of operations at
Washington’s Reagan National Airport to Rob-
ert L. Johnson, who will use the assets to start
his own airline, DC Air. However, UAL would
keep the US Airways Shuttle. US Airways man-
agement told the labor leaders that there is a
current need for increased capacity and said
that there would be no furloughs of US Airways
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employeesfor at |east two years after the trans-
action. MEC representatives, advisors, and staff
begin to analyze the details of the proposed
acquisition of US Airwaysby United and deter-
mine its effect on US Airways pilot career
expectations.

June 14, 2000: Merger Committee
elected—At the second quarter MEC meeting
in Annapolis, a Merger Committee is elected.
Todd Cardoza, MikeCleary, and Randy Mowrey
begin the data collection process and general
project management. During this meeting, the
MEC also retained the law firm of Katz &
Ranzman to continue as our Merger Counsel
for this project.

September 8, 2000: ALPA demandsamend-
ment to UAL/USAirwaysMerger Agreement—
US Airways and United managements accepted
a document titled “First Amendment to the
Agreement and Plan of Merger.” This amend-
ment would to bring the agreement of merger
into compliance with Section 1(C)1 of our
contract

November 10, 2000: Section 1(C)3 griev-
ance filed—An expedited MEC grievance was
filed to include the 1(C)3 issue and is sched-
uled for arbitration on March 16. This griev-
ance addresses the triggering of the LPP
provisions of our contract.

December 14, 2000: First Amendment to
Merger Agreement attained—The UAL Board
votes to accept the first amendment to the
UAL/US Airways Merger Agreement. This
amendment was designed to bring the corpo-
rate merger agreement into compliance with
Section 1(C)1 of our contract. UAL is now
bound to assume all terms of our contract as a
condition of the agreement of merger.

January 9, 2001: AMR-UAL Memoran-
dum of Understanding—United and AMR Corp.
announce that American Airlinesis offering to
pay United $1.4 billion to acquire about 20
percent of US Airways if the United/US Air-
ways merger is completed. The reports state
that assets acquired could include 86 airplanes,
gates at BOS, DCA and LGA, and about 40
landing slotsat L GA and half of theUS Airways
Shuttle, which would become a joint venture
between United and American. Another part of
the deal American is reportedly seeking would
include acquiring 49 percent of DC Air, the
carrier that was designed to alleviate antitrust
concerns for United at DCA.

Upon hearing this news, | sent a letter to
American Airlines CEO Don Carty, United Air-

linesCEO Jim Goodwin, and USAirwaysPresi-
dent and CEO Rakesh Gangwal informing them
of their obligation to comply and honor all
aspects of our contract, which includes our
scope protections, minimum growth and no-
furlough protections, and other career protec-
tion and job security provisions.

January 12, 2001: EU approval—The Eu-
ropean Commission announces that it approves
the UAL/US Airways merger after United Air-
lines agreed to give up some slots for transat-
lantic flights at the Frankfurt and Munich
airports.

February 15, 2001: Section 1(F) grievance
filed—I filed an expedited MEC grievance on
the Company’sfailureto requirethat UAL Cor-
poration and AMR Corporation comply with
the labor protective provisions and fragmenta-
tion protectionsinthe US Airways Pilots Work-
ing Agreement in connection with their Asset
Transfer Agreement and related agreements an-
nounced on January 10, 2001. The Asset Trans-
fer Agreement proposes to transfer up to 1,100
US Airways pilots, 86 aircraft, 36 slots, 14
gates and other US Airways assets to AMR,
along with other assets required for AMR to
support the operations of DC Air and to operate
one-half of the BOS-LGA-DCA Shuittle.

Contrary to sections 1(C)3 and 1(F)1, and
related sections and LOAs of the Pilots Work-
ing Agreement, US Airwayshasfailed toensure
that the Asset Transfer Agreement between AMR
and UAL guarantees ALPA the right to deter-
mine, in its sole discretion, whether or not US
Airways pilots will have the option to transfer
to American Airlines and the methodology and
procedures for determining which US Airways
pilots will transfer.

The grievance states US Airways has further
violated the Pilots Working Agreement by fail-
ing to ensure that the transferring US Airways
pilots are guaranteed a seniority integration
into the American Airlines Pilots Seniority
List governed by Sections 3 and 13 of the
Allegheny-Mohawk LPPs. US Airways also
failed to require AMR and UAL to provide the
US Airways pilots who transfer to American
Airlines labor protective provisions no less
favorablethanthose specified by the Civil Aero-
nauticsBoardinthe Allegheny-M ohawk merger
upon the consummation of the Asset Transfer
Agreement.

The Company’s position on this issue has
been, in part, that the assets proposed for sale
to AMR by UAL do not meet the 20 percent
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asset-value triggering event of section 1(F)1 of
the Contract.

March 2001: TWA-AMR integrationto po-
tentially begin—If AMR successfully acquires
TWA, and it appearsthat it will, an operational
integration will begin between the two carriers.
(The AMR/UAL offer is contingent upon the
UAL/US Airways deal, but not a TWA/AMR
acquisition.)

March 2001: Potential agreement to Sec-
tion1(C)3 grievance—Anexpedited MEC griev-
ance that was filed on November 10, which
included the now-resolved first amendment to
the UAL/US Airways Merger Agreement, as
well as the effective date of the Allegheny-
Mohawk Labor Protective Provisions, has been
postponed. Thisisdueto apotential agreement
between the Association and the Company on a
last-minute settlement. As this is being writ-
ten, the details of this settlement are being
worked out. | will be sure to keep you apprised
if and when the settlement is finalized.

March 27, 2001: Fence negotations be-
gin—On February 8, in preparation for possible
fence negotiations if the United/US Airways
merger isapproved, theM EC unanimously voted
to charge the Merger and Negotiating commit-
tees to begin meetings with their counterparts
at United to negotiate a fence agreement. If the
merger isapproved, andtheY ellow Jacket trans-
action completed, a fence agreement is neces-
sary because US Airways and United Airlines
will be separate airlines operating under the
common corporate parent of UAL. (TheY ellow
jacket transaction is the companies’ names for
the UAL acquisition of the US Airways stock.)
These negotiations will provide an appropriate
mechanism to properly protect and allocate
flying between the separate airlines operating
under UAL, as well as addressing other issues,
until an operational integration is completed.
The MEC will be consistently updated regard-
ing the status of these talks, and any tentative
fence agreement will be subject to MEC ap-
proval. The MEC also passed a resolution
outlining the goals for a fence agreement for
US Airways pilots.

Late March, 2001: Parity Review arbitra-
tion—There are a number of open parity issues
which the Company and ALPA have been dis-
cussing. If we cannot work these differences
out with the Company, both parties have agreed
that any issues not resolved will be referred to
an arbitrator. The arbitrator will resolve these

open issues and that ruling will be the basis for
the parity calculation.

March 29, 2001 (tentative): Department
of Transportation (DOT) approval of US Air-
ways/United—Although the DOT has authority
to investigate and decide whether an air carrier
is engaged in an unfair method of competition,
the Department is unlikely to use this authority
to review the competitive effects of the pro-
posed acquisition and will almost certainly de-
fer tothe DOJon the antitrust issues. The DOT
will exercise review authority in these areas:
the transfer of US Airways international routes
to United, thetransfer of US Airways codeshare
authority to United, and the startup of DC Air.

April 2, 2001 (tentative): DOJ decision—
April 2 was the original DOJ decision date;
however, US Airways and United decided on
March 6 that they would agree to extend the
period for completing their merger beyond
April 2 to alow the DOJ to review more mate-
rials. They also agreed to a 21-day notification
to the DOJ prior to closing their proposed
transaction.

April 2, 2001 (tentative): State Attorneys
General approval—Several state attorneys gen-
eral are participating in the review of the acqui-
sition. However, as state attorneys general
have not previously sought to play amajor role
in the antitrust review of airline acquisitions,
the exact scope of their jurisdiction and role is
not clear. What ismaost likely isthat interested
attorneys general are working collectively, per-
haps through the National Association of At-
torneys General, to influence any negotiations
between the Department of Justice and the car-
riers.

April 4, 2001 (tentative): Yellow Jacket
transaction—United management has told se-
nior US Airways management that they expect
the transaction to take place 48 hours after DOJ
approval. Although we had expected April 2 as
aDOJapproval date, making April 4 the date of
the Yellow Jacket transaction, UAL and US
Airwaysagreed on March 6 to extend the period
for completing their merger beyond April 2 to
allow the Department of Justice (DOJ) to re-
view the materials. Therefore, at the time this
magazi ne went to print, the new possibl e date of
the transaction is unknown.

US Airways/UAL seniority integration
(Negotiations-mediation-arbitration)—
Thisperiod of timewill run approximately from
date of approval until the end of seniority inte-
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Events Timeline
Late March 2001
1/9/01 March 2001 Perity
AMR-UAL Potential Review 4/2/01
MOU agreementto arbitration DOJ
11/10/00 Section1(C)3 deci sion
6/14/00 Section1(C)3 2/15/01 grievance (tentative)
Merger grievancefiled Section1(F)
Committee gnevance
elected filed
5/24/00
Date of | |
UAL/
USAirways |
announcement
12/14/00 3/01 3/29/01
First Amendment TWA-AMR DOT
to Merger integration approval
Agreement tobegin 3/27/01 of
9/8/00 attained Fence USAirways/
ALPA demands 1/12/01 negotiations United
amendemntto begin
UAL/USAirways approval
Merger
Agreement
Organizational Timeline
10/13-20/00 12/12/00
BOD Special MEC
6/12-15/00 and meeting
2ond BOD &
quarter 6/20-23/00 9/18-23/00 specia meeting 12/12-15/00
MECmeeting 2nd quarter 3rd quarter 11/13-18/00 Special MEC
medting MEC 4thquarter mesting
continued mesting meeting
5/24/00
Date of
UAL/
USAirways | | |
announcement
6/14/00 10/9-10/00 11/3/00 11/17/00
Merger Committe ecial MEC Special MEC Negotiating
elected 7/9-7/22/00 Sp mesting mesting Committee
Special MEC dlected
mesting
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1/2/03
4/4/01 7/01 vyoz amendable
Y ellow Jacket DCAIr starts Develop date of US
transaction 4/9/01 Up approx. Section 6 opener Airways
(tentative) APA actionon 90 daysafter (if deal does ALPA
either proposal transaction not gothrough) contract
| USAirways/UAL seniority integration (Negotiations-mediation-arbitration) | | |
| | Combined contract negotiations |
4/2/01 4/01 By 5/1/01 8/01 5/1/03
State Possible Parity Review 5/1/02 Parity Review
Attorneys start of results Parity Review
Gengd AAA-AMR
approva seniority
(tentetive) integration
Nov. 2001
2/5-9/01 6/2001 Athquarter 2002 2002
1stquarter 2ndquarter MECmeeting 2nd quarter 4thquarter
MECmesting MECmesting MECmeeting MECmesting
2/2001 2002 2002
Fenceteam 9/2001 1st qual'ter 3rd quarter
12/12/00 tasked 3rd quarter MEC meeting MECmeeting
Parity MEC meeting
Review Board
appointed
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gration. Events that could occur during this
time include:

e April 2001—Possible start of US
Airways/AMR seniority integration: |f
the US Airways/UAL merger is consum-
mated, AMR Corp. buys part of US
Airways, and the APA and ALPA beginto
work towards an agreement about our
pilots transferring to American, a
seniority integration could potentially
begin.

At the first quarter meeting in DCA, the
MEC authorized the Merger Committee
to begin discussions with the APA.
These discussions would be held to
achieve a “fair and equitable” seniority
integration for US Airways pilots who
may elect to transfer to American, if the
United/US Airways transaction is ap-
proved. The MEC's resolution also states
that the MEC reserves the right to
approve or disapprove any agreements
reached by the Merger Committee and
the APA. The MEC directed that any
agreed-upon integration will provide
adequate protections for all US Airways
pilots.

* April 9, 2001—APA action on either
proposal: The UAL/AMR January 9
Memorandum of Understanding, in which
American Airlines proposes to purchase
approximately 20 percent of US Airways
assets from United Airlines, contained
two proposals in the MOU concerning
job offers for US Airways pilots.

Proposal One is subject to Allied Pilot
Association consent. It offers jobs on a
seniority basis to 250 Captains current
and qualified on the B-757 as well as 250
current and qualified B-757 First Offic-
ers. These pilots would be offered
seniority integration per AAA-MOH
LPPs Sec. 3 and 13. Should less than the
full 500 B-757 pilots elect to transfer to
AMR, UAL would have theright to
reduce the number of B-757 aircraft
delivered. AMR would offer jobs to 600
MD-82 and F-100 current and qualified
pilots. These pilots would be placed on
the American seniority list in a manner to
be agreed to by APA and the US Airways
MEC.

Proposal two is an alternative proposal,
absent APA consent for Proposal One,
and requires agreement among the
parties involved. In this proposal, AMR
would offer jobs to 1,100 US Airways
pilots. Seniority integration would occur
in amanner agreed to by AMR, UAL, US
Airways, APA, and ALPA. This proposal
does not include LPP protections for
seniority integration.

The MOU stated that both proposals are
subject to agreement of the parties
within 60 days from the date of the
MOU, January 9, if the APA does not
require membership ratification, and are
subject to agreement of the parties
within 90 days if the APA requires
membership ratification. Recently,
Michelle Bryan, US Airways Senior VP
of Human Resources, informed me
during a March 1 meeting that the 60-day
consent period for the APA pilots had
been extended to 90 days.

By May 1, 2001: Parity Review re-
sults—As agreed to in LOA 47, Mainline
Parity Adjustments, and as amended by
LOA 79, Interim Small Jet Agreement,
the first parity plus one percent review
will be completed by May 1, 2001. The
results of this review will determine if
our hourly rates of pay and productivity
costs are less than or greater than parity
plus one, and the appropriate actions that
must be taken to bring us into parity with
our composite competitors.

July 2001: DC Air starts up approxi-
mately 90 days after transaction—It will
take about 90 days after the closing of
the US Airways/United deal for DC Air
to come into existence. In the meantime,
US Airways/United would probably be
allowed, with DOJ approval, to operate
those routes. DC Air is currently sched-
uled to operate to 44 cities with 37
aircraft.

August 2001: Combined contract negotia-

tions—After aseniority integrationisachieved,
the last step to creating a single pilot group is
to combine our contracts, which will involve
another negotiation.

January 1, 2002: Develop Section 6 opener

(if deal does not go through)—There is no
guarantee that this transaction will occur.
Though the ongoing and omnipresent news of
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potential mergers have held our attention for
the past 10 months, we cannot forget that we
could very well be on our own as a company.
We are preparing for the possibility that 1) We
will remain unmerged, and 2) Our management
could be asking for concessions.

May 1, 2002—Parity Review and May 1,
2003—Parity Review: There will be two sub-
sequent parity plus one percent reviews begin-
ning on January 1, 2002, and January 1, 2003.
The reviews will determine whether the
Company’ spilot hourly rate of pay and produc-
tivity costs are equal to parity plus one percent
as of May 1, 2002 and May 1, 2003.

January 2, 2003—Amendable date of US
Airways ALPA contract: Asl mentionedinmy
May 2000 US AIRWAVES article (before the
merger was announced), we may be at a cross-
roads regarding our next contract if we are in
the position to negotiate one. The achievement

of anew contract will depend on the state of the
industry, the actions of management, and our
collective resolve to stand firm through this
time.

Idle and not-so-idle speculation about the
deals our airline is involved in is normal, but
don't let it overwhelm you so much so that it
becomes a distraction from your work. At
times like these, the best thing we can do is
remain the world-class pilots we have always
been by focusing on thetask of safely flying our
passengers to their destinations. | greatly ap-
preciate your ability to maintain your decorum
and professionalism as you interact with each
other, our passengers, and our counterparts at
other airlines.

%’
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YOUR UNION NEEDS

Here'syour opportunity to serve your fellow pilots as:

« USAIRWAVES associate editor s—

The Communications Committee is looking for pilots inter-
ested in helping edit US AIRWAVES.

If you are interested in serving your fellow pilotsin this
position, please contact MEC Communications Committee
Chairman Roy Freundlich at the MEC office —
One Thorn Run Center, Suite 400,
Coraopolis, PA 15108
PHONE: 1-800-USAIRMEC
FAX1-412-264-1508
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