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			FOREWORD

			 

			By Roger Staubach

			In late 2000, my friend Charlie Pistor, a member of the American Airlines board of directors, called and asked if I would consider joining the board. Charlie explained that he was retiring from the board and thought I would be an excellent replacement. I told Charlie that I was interested, but would have to give it some thought. 

			At the time, I was chairman and CEO of The Staubach Company, a commercial real estate business I cofounded in 1977. The Staubach Company was growing rapidly in Texas and expanding into a number of major metropolitan areas across the country. Even though I was incredibly busy, this was a great opportunity with a company that I’ve always admired. 

			Over the years, I watched American Airlines grow into the world’s largest airline and contribute immensely to the economic success of North Texas. As a graduate of the Naval Academy and former member of the armed services, I have a particular admiration for the pilots of American because so many of them also started their careers in the military. Even more impressive was the fact that American Airlines had almost one hundred thousand employees worldwide and was one of the largest employers in North Texas. The idea of working with the men and women of American Airlines—pilots, flight attendants, mechanics, ground personnel, and others—made me proud.

			Even more compelling was the fact that my wife, Marianne, and I were longtime residents of North Texas. We moved to Dallas in 1969 when I joined the Dallas Cowboys, and we’ve never lived anywhere else. I’ve been married for over fifty years and learned early on that it works out best if I consult with Marianne before taking on a new business opportunity. As we talked about the prospect of joining the American board, we agreed that it sounded too good to pass up. Several days later, I had lunch with Don Carty, who was then CEO of American. By the time we finished lunch, I told Don that I would be honored to become a member of the board. 

			I officially joined the board of directors of American Airlines and its parent, AMR Corporation, in July 2001. I was eager to contribute to the success of the company. 

			After completing my professional football career, I’ve followed the same routine almost every morning. When I wake up, I turn on the TV as I run on the treadmill or lift weights before heading into the office. On the morning of September 11, 2001, (just two months after joining the American board), I was in the middle of a workout when I heard the news anchor announce that a plane had crashed into the World Trade Center in New York City. Like the rest of the world, I had no idea of the profound events that were unfolding. 

			When I arrived at the office, I learned that an emergency meeting of the American board had been scheduled for later that morning. Along with my fellow board members, I listened as CEO Don Carty and chief operating officer Gerard Arpey outlined what they knew about the terrorist strike and what it meant for the future of the airline. I found it difficult to accept that thousands of people had been killed, that two of our aircraft had been destroyed, as well as two United Airlines jets, and that the nation’s entire air traffic system had been shut down. 

			The years that followed 9/11 were difficult for American Airlines. In addition to the tremendous human toll, the company lost billions of dollars and the future looked bleak. I’ve faced plenty of hardship and difficult challenges during my career, both in the business world and in the world of sports, but those seemed inconsequential compared to the events of 9/11 and what lie ahead for American Airlines. 

			By March 2003, the company’s lawyers were preparing to file for bankruptcy. Just two months earlier, the board approved the appointment of Gary Kennedy as the company’s new general counsel. His appointment didn’t come as a surprise to me. I had worked with him on several real estate deals that The Staubach Company negotiated for American when he was vice president of American’s real estate and construction department. I thought he was the perfect guy to lead the airline’s legal affairs, particularly during those difficult days.  

			I came to rely heavily on Gary’s advice and judgment during the many years he served as the company’s chief lawyer. Despite the departure of two CEOs, several CFOs, and other senior executives, I was glad that Gary remained a steady presence on the executive team. 

			As I settled into my role as a board member, I was struck by the sheer volume of difficult issues facing the company. At times, it was overwhelming. The company was under constant attack from competitors, it faced skyrocketing fuel prices and complex labor issues, and its balance sheet was in dire need of repair. For years, the company teetered on the brink of bankruptcy. The board’s primary focus was saving American Airlines and returning it to health and prosperity. 

			But it wasn’t easy, and, as board members, we often disagreed about the best way to proceed. Likewise, we didn’t always see eye-to-eye with our employees. As we faced one crisis after another, our relationship with labor was tested time and again. Despite the difficulties, I have nothing but the greatest respect for the employees of American Airlines and their dedication to the success of the company. During my days with the Dallas Cowboys, coach Tom Landry was fond of saying, “A true test of character isn’t how you are on your best days, but how you act on your worst days.” Many of the days during my tenure on the board were clearly some of the worst for American.

			As a board member, I felt a deep sense of responsibility to the employees of American and to the North Texas community. Maybe I had a heightened concern for these folks because Dallas is my home; maybe it was because many of these people were my friends and neighbors. As I watched the company struggle, I was keenly aware that livelihoods and families hung in the balance. There were times we were unsure what course to take or if our plans for recovery had any chance of success. Things got so desperate that it felt like we needed to throw a Hail Mary pass in order for American to survive. 

			The story that unfolds in the pages of this book chronicles the extraordinary events that took place at American Airlines during the years between 2001 and 2013. These are the same years that I served as a director of this great company. Twelve Years of Turbulence is a remarkable story. Through it all, I was proud to stand with the extraordinary professionals at American Airlines. Their resilience and strength of character was a true test of the American spirit. 

		


		
			PROLOGUE

			 

			It was still dark when the alarm went off in my Manhattan hotel room in the early morning hours of November 29, 2011. But going back to sleep wasn’t an option. In less than two hours, events would be set in motion that would have far-reaching consequences for tens of thousands of people, and, for me, test my stamina and resilience in ways I could never imagine. 

			I left the hotel at approximately 6:15 a.m. It was surprisingly warm for late November as I made the short walk to the law offices of Weil, Gotshal & Manges. I made this trip so many times over the years that I could practically do it blindfolded. It was déjà vu. Just eight years earlier, in 2003, I made the same walk, for the same purpose. But unlike the previous occasion, this time I would complete the mission. 

			It was eerily quiet when I arrived at Weil’s office. The first person I saw was Steve Karotkin, a senior partner in the firm’s restructuring department. Ordinarily, he would greet me with a caustic barb drawn from his repertoire of irreverent jokes, but not that morning. Everyone was focused on the task at hand. 

			Shortly before 7 a.m., my associate general counsel, Kathryn Koorenny, and I hovered outside the cubicle of a Weil paralegal. Our eyes were glued to the paralegal’s keyboard as she made multiple entries on her computer. A few minutes later, the paralegal turned to us and casually said, “Okay, you’re filed.”  

			These simple words understated the profound event that had just occurred—American Airlines, once the world’s largest airline, had filed for bankruptcy. 

			It all happened with the simple stroke of a key while most everyone slept. Only one reporter, Terry Maxon of The Dallas Morning News, learned of the filing ahead of time and ran a front-page story in that morning’s edition of the paper. 

			There was no turning back. We had embarked on the final leg of a journey to save American Airlines, a journey that began many years earlier.

		


		
			CHAPTER 1

			 

			SINGLEMINDED

			I was seated in my office overlooking the Wasatch Mountains. It was March 1984. My phone rang. On the other end of the line was Jaynne Allison, a close friend from our days in law school at the University of Utah. We both graduated four years earlier and I was working as an associate in a Salt Lake City law firm. As a young lawyer, I was an overachieving, Type A personality with boundless energy, confident that I would soon conquer the world, or at least the legal market in Salt Lake City. Back then, I ate, slept, and lived to practice law. My career was a dream come true.

			I hadn’t heard much from Jaynne recently so I was excited to speak with her. She left Salt Lake several months earlier to join the legal department of American Airlines. After catching up on friends from law school and our personal lives, Jaynne teased a question that I had never considered, but one that upended the trajectory of my career and my life. 

			“We have an opening at American for an attorney. You should apply for the job.”

			“Interesting idea,” I said. “But I’m not sure about leaving the mountains of Salt Lake City for the flatlands of Dallas.”

			“Come on. The airline business is exciting. It’s a sexy industry. You’ll love it. Besides, Dallas isn’t so bad. Think about it and get back to me.”

			“OK, I’ll think about it.”

			At the time, I had my sights set on making partner at the law firm in record time. The thought of leaving the firm to work for a corporation, much less one in Texas, had never crossed my mind. But Jaynne was right. The airline business is sexy. I was quickly seduced by the allure of traveling all over the world. The more I thought about it, the more I became interested in the idea. I knew Jaynne was a good lawyer, but I had never thought of her as a salesperson. It turns out she was pretty good at both.

			A few weeks later, I found myself seated comfortably in first class on an American Airlines Boeing 727 headed to Dallas-Fort Worth for an interview. I walked into the AA headquarters building the next morning and soon felt the energy and pull of the airline business. By the end of the day I was hooked, and three months later I had a new job as a staff attorney in the American Airlines legal department. 

			From my first day on the job, I set my sight on one goal—I wanted to be general counsel of the airline. Had I not been so green, perhaps I would have tempered that aspiration.

			In 1984, Al Casey and Bob Crandall were at the helm of American. Casey was chairman of the board and chief executive officer, and Crandall served as president. Just six years earlier, Congress enacted the Airline Deregulation Act, legislation that fundamentally changed the face of the airline industry. Under the deregulation act, the Civil Aeronautics Board was phased out and no longer controlled things like airfares and the routes flown by carriers. It was a time of upheaval and enormous change.

			In an effort to respond to the new post-deregulation environment, American rolled out the “Growth Plan,” an effort to expand the airline at breakneck speed as a means to drive down average costs and outpace the competition. The company had just completed one of the largest aircraft deals in aviation history, the purchase of hundreds of McDonnell Douglas aircraft—the MD-80 workhorse, or as we referred to it, the Super 80. The aircraft was lauded as state of the art, with vastly improved fuel efficiency and a 2-by-3 seating configuration that reduced the number of passengers flying in middle seats. 

			I watched with fascination as the airline experienced the highs and lows of an ultracompetitive industry. I was in awe of the actions we took to crush our competitors and what they would do in kind to us. We added capacity to get a jump on our rivals, and they responded by adding even more capacity on top of ours. We announced a double miles AAdvantage promotion and they answered with a triple mileage promotion for their own frequent flyer program.

			It was, as Bob Crandall once remarked, the closest thing you could get to legalized warfare. The business was incredibly exciting, yet chaotic, destined to result in a weak, maimed industry, one lacking earnings sufficient to return satisfactory results to shareholders and often lacking the capacity to invest the billions needed to profitably grow the business.

			During those early days, I made a point to arrive early to work and leave late. Crandall was a workaholic, and he expected those around him to keep a similar schedule. Knowing that, I went out of my way to make sure that he knew who I was. 

			The legal department was located immediately adjacent to the executive offices. Late at night, Crandall often made his presence known by marching through the department like a general ready to inspect the troops. His voice boomed as he bellowed for Dick Lempert, who was then general counsel. As soon as I heard Crandall’s voice, I would jump out of my chair and rush into the hallway, hoping for an opportunity to introduce myself. The tactic worked on several occasions, and I often wonder just what Crandall must have thought of the young lawyer lurking in the hallway.

			My first several years at American were fast and furious. The job turned out to be everything I hoped for. There were only twelve in-house lawyers in the department so we worked on anything and everything that came in the door. I traveled all over the world—Europe, Asia, Australia, the Middle East—negotiating agreements that powered airline flight reservation systems. I got the chance to sue iconic Pan American World Airways, was co-lead on the acquisition of TWA’s European route system, and oversaw a massive set of antitrust lawsuits with travel agents and airlines involving our computer reservation system known as SABRE. The list of great projects was endless.

			Then, in 1991, my friend Jaynne Allison once again managed to change the direction of my career. A few years earlier, she left the legal department and was then vice president of the company’s real estate and construction department. Jaynne asked me to join her as a managing director and oversee the real estate arm of the department. It would be a big promotion, one step away from a coveted vice-president position.

			I had mixed emotions about leaving the active practice of law, particularly given my goal of one day being general counsel. But I quickly accepted, knowing that Crandall wanted executives to be well-rounded and exposed to numerous aspects of the airline business. My stay in real estate and construction extended for a total of twelve years, with the last seven as vice president of the department.

			The time I spent in corporate real estate was marked by a huge push to build new airport terminals and facilities at many of our largest airports. After many years handling big legal transactions and directing mega “bet the company” litigation, I found myself wading through new territory. For a guy in his early thirties, I was confident, maybe even a little cocky, about my legal skills. However, construction was a different animal. I could hardly handle a cordless drill, let alone read a set of blueprints, but quickly found myself sporting a hard hat and inspecting construction sites all over the country.

			It was trial by fire. I was put in charge of planning and overseeing a new 1.3 billion-dollar terminal at John F. Kennedy International Airport, a billion dollar-plus terminal in Miami (a project that was a financial and managerial nightmare before it was finally completed), and making a deal with Dallas/Fort Worth International Airport to construct an international terminal and airport train system, at a cost exceeding two billion dollars. We also built and refurbished facilities in Los Angeles, Atlanta, and Chicago, to name a few.

			Part of my job included overseeing the company’s headquarters facilities, reservation offices, aircraft hangars, and maintenance facilities. After a while, I became a walking book of airport and facility statistics and information. I could easily recount the number of gates we had at almost any airport we served, complete with a description of the location, rental rates, and the names of airlines occupying gates adjacent to ours. I committed to memory the number of square feet of office space we had in the headquarters buildings, along with the numbers of employees in each building. It was a dizzying array of information.

			Given the magnitude of the company’s construction projects, I had a lot of meetings and phone calls with Bob Crandall, who took over the chairman and CEO roles from Al Casey in 1985. My goal of becoming general counsel hadn’t changed, and I knew doing a good job for Crandall just might be the ticket. He had a reputation for getting involved in the details, both big and small, of all aspects of running an airline. Nothing got past him. It drove managers of the company crazy, as it did me. Because airport terminals were often a first contact point for customers, I was on the receiving end of many “suggestions” from Crandall. Even when it involved a late-night call filled with complaints and a bunch of expletives, I couldn’t help but admire his passionate drive for excellence.

			While I was still working in the real estate department, one day I was summoned to Crandall’s office to discuss an airport facility issue. His office was decorated simply, with a mixture of gray and white tones, no other color. At that time, there were large picture windows that looked over a large, flat, undeveloped field, with DFW Airport in the background. My office had a similar view and I kept a pair of binoculars in my desk drawer so I could watch coyotes trot across the field in search of their next meal.

			Every meeting with Crandall was stressful. You never knew what topic he might raise or what complaint he might lodge. He liked it that way. As I stood up to leave, he said there was one more issue to discuss. Turns out, the old grandfather clock in the hallway outside his office was running a few minutes slow.

			Crandall reminded me that American was the “on-time” machine and he said that we couldn’t have a clock that didn’t keep the correct time. “Either get it fixed or sell the damn thing,” he growled.

			The clock happened to be a rare antique given to C.R. Smith, another legendary former CEO, as a gift many years earlier. I nearly saluted as I scurried out of his office promising to get right on it.

			I immediately called Suzanne Turner, who ran day-to-day campus facility issues. After I explained the problem, she had the clock sent to a master clock repairman in New York City, whose specialty was fixing antique grandfather clocks. Suzanne soon learned that the repairman was unable to fix the clock. He explained that clocks of its vintage always ran a few minutes slow. I had the clock shipped back and returned to its original spot outside Crandall’s office.

			Knowing that the clock would never keep the correct time, I came up with a plan. When the clock was returned, I arranged for Crandall’s assistant to push the minute hand forward a few minutes each day before Crandall arrived. A few weeks later, as I prepared to walk out of Crandall’s office following a meeting, he took me aside and said, “By the way, nice job on the clock. It keeps perfect time.” I wasn’t sure if it was a setup, so I responded with a confident, “Thanks, I’m glad it worked out.” I breathed a sigh of relief. My plan had worked. 

			I was quite proud of myself for saving the clock and pulling a fast one on the boss. Only years later did I learn that Crandall actually knew what we were doing the entire time. Apparently, he got a good laugh over his double-cross maneuver.

			I still desperately wanted to be general counsel, and I made sure that Don Carty—who replaced Crandall as chairman and CEO upon Crandall’s 1998 retirement—was well aware of my interest. At one point, I sent a memo to Carty outlining my credentials in the event American’s longtime general counsel, Anne McNamara, decided to leave.

			My patience paid off when Anne surprised Carty, in late 2002, by announcing that she planned to retire. Her decision came at a difficult time. The company was in dire financial straits (in large part due to the events of 9/11), which meant that Carty needed to fill the job quickly.

			Don Carty is a graduate of the Harvard Business School and has boundless amounts of energy. He is well over six feet tall, a bit gangly, with a shock of white hair that never quite stays in place. His voice is deep and marked by a Canadian accent. His ability to lead is evident by his natural charm and disarming demeanor. If he wasn’t CEO, he could run for office. Don Carty knows how to work a room.

			I liked Carty from the first day I met him. He was a whiz with numbers and could decipher detailed reports prepared by first-year analysts in a matter of minutes. Don’s Canadian roots often made for a few laughs. In one meeting, some officers discussed the cost of painting a logo on an aircraft. Don listened to the presentation, then proposed that instead of painting the aircraft, the company should opt to use “deckles.” “What’s a deckle?” someone asked. “You know, a deckle,” Carty responded impatiently. Finally someone piped in, “Oh, you mean a decal.” “That’s what I said, a deckle,” Carty chuckled.

			To my disbelief, within days of Anne McNamara’s announced retirement, Carty called me to his office and asked if I was interested in the job of general counsel. I lowered my voice to suppress my delight and assured Carty that I was the right guy for the job and that I was ready to assume the role on a moment’s notice. Carty, cautious, warned me that he planned to speak with a few other candidates. He assured me that he would make a quick decision.

			I practically leaped as I left his office. Despite my excitement, I made a mental checklist of the possible candidates, both inside and outside the company. It felt great to be on the short list. How could Carty select anyone else for the job that I coveted for almost twenty years? But doubt persisted. All I could do was wait to see how things played out.

			As the days passed, I watched for clues every time I saw McNamara or Carty. Once, I caught the two of them speaking in the hallway in hushed tones with someone I worried might be a contender for the job. I convinced myself that all was lost, and that I was destined to live out my days building airport terminals surrounded by architects and engineers. That wouldn’t be a bad outcome, but one that would spell failure in my mind. I deserved to be general counsel, and Carty had to know that. Five days passed, then ten. Still no word. Carty had gone radio silent.

			In January 2003, I planned to leave work early for a long weekend in Mexico with my family. Before I left my office, the phone rang. It was Carty’s executive assistant, Carol Hess. She told me Carty wanted to speak with me in his office. Carol worked for Carty for many years and easily could have had a career as a champion poker player. I tried to read something from the tone of her voice and sheepishly asked if she knew what Carty wanted to see me about. Carol remained tight-lipped. I tried to remain calm and told her I would be right up.

			My office was on the third floor. I rarely took the elevator, so I bounded up three flights of stairs as fast I could. By the time I got to the sixth floor I was out of breath and unable to carry on a conversation without sounding like I was ready to pass out. I stood at the top of the stairs and waited until my heart rate returned to normal, then walked through the executive wing and found Carol seated at her desk.

			“He’s waiting for you,” she said. I swallowed hard and walked into Carty’s office.

		


		
			CHAPTER 2

			 

			TOUGH CHOICES

			“Well, if you still want the job, I’d like you to be our next general counsel.”

			I couldn’t believe my good fortune. I finally got the job I so desperately wanted. I accepted on the spot. No questions. No discussion. I didn’t even ask about the salary or perks. I was all in.

			Carty quickly tempered my enthusiasm. We were seated at a small table off to one side of his office. He seemed preoccupied as he gazed out the window at the aircraft departing and arriving at DFW Airport. Carty reiterated what I already knew about the company’s financial condition and made it clear that it was going to be a bumpy ride. He told me that as general counsel I would be at the epicenter of the company’s possible bankruptcy filing.

			Carty then made one other remark, one that stuck with me all these years later. It was actually more of a question than a statement.

			“You know, Gary, as general counsel you’re going to have to stand up to me and be willing to tell me things that I don’t want to hear.” Carty paused. “Can you do that? Are you prepared to do that?”

			Frankly, I hadn’t given the issue much thought. I was so excited about finally getting the job I wanted for so long that I would have agreed to anything. Maybe it was the way he said it or his reflective tone, but I took note. What I didn’t realize at the time is that Carty’s statement foreshadowed what was to come. In less than three months, his query would test both my professional and personal mettle in ways I never expected.

			Reflecting on the challenges then facing the company, I’m a bit surprised that Carty offered me the job. He was the CEO of a company losing several millions of dollars a day and on a direct path to bankruptcy. He had just lost his longtime general counsel, and offered the job to me, the guy in charge of building airport terminals, an attorney who hadn’t practiced law in twelve years.

			Yet Carty somehow managed to convince the board of directors to support his choice for general counsel. If this scenario presented itself today, particularly given the focus on corporate governance, it is unlikely a board would approve the appointment. In the years following my promotion, I’ve thanked Don Carty many times for believing in me and for giving me the opportunity to lead the legal affairs of American Airlines. 

			My first day on the job as general counsel was January 27, 2003. And my first assignment was to prepare the necessary papers to place American Airlines and its parent company, AMR Corporation, into bankruptcy. If we filed, it would be the largest airline bankruptcy in history. It was almost inconceivable that American Airlines had fallen so precipitously. But there was little time to lament given the enormity of the task ahead. Exactly how we got to this point is a story in itself, but the basics are pretty straightforward.

			Starting in 1990, American suffered four consecutive years of losses. Then, with some serious belt-tightening and an improving economy, the company returned to profitability in 1994. In fact, the seven years from 1994 through 2000 marked the most profitable period in the airline’s history to that point. In the aggregate, the company reported a net income of 5.5 billion dollars, including two years—1996 and 1998—when American earned more than one billion dollars for the first time in its history. But this was the airline industry and the good times vanished almost overnight.

			The year 2001 was marked by a perfect storm—a trifecta of events that placed the airline in a tailspin, the likes of which we had never experienced. The first event was of our own doing. The other two were beyond our control.

			The first event involved Trans World Airlines, a company with a long history of problems and in the midst of another financial crisis. Despite its difficulties, the airline had a number of attractive assets, and American was anxious to capitalize on TWA’s misfortune. In January 2001, TWA filed for bankruptcy and American swooped in and purchased their assets and most of their liabilities. The transaction closed in April 2001. The media heralded the deal as a brilliant strategy masterminded by Don Carty. The deal allowed American to substantially grow the airline overnight at a fraction of the cost of a traditional merger. We got 20,000 new employees, 190 additional aircraft, a new hub in St. Louis, and valuable landing slots at crowded airports, all at a bargain price.

			The euphoria of the deal didn’t last long. Within five months, American had a merger hangover, filled with regret and second-guessing. Rarely has a deal looked so bad in hindsight.

			The second leg of the trifecta was not of our doing, though one could argue that we should have seen it coming. The airline business has always been highly cyclical. If the economy fired on all cylinders and the price of oil was stable, airlines made money. If the economy went south and oil prices spiked, airlines bled red ink like a stuck pig. In this case, the U.S. economy officially entered a recession in March 2001, just as we put the finishing touches on the TWA deal.

			The final part of the trifecta marked one of the saddest days in U.S. history, and undoubtedly the worst day in the history of American Airlines—the terrorist attacks of September 11, 2001. The events of that tragic day began to unfold early that morning. 

			At approximately 7:30 a.m. Central Time, Gerard Arpey, then executive vice president of American’s flight operations, called American’s system operations control center (SOC). The SOC is responsible for coordinating all of American’s flights around the world. Gerard wanted to let them know he had a scheduling conflict that prevented him from participating in the daily conference call (held each morning at 7:45). Joe Bertapelle, one of the SOC managers, answered the phone. Joe told Gerard that he had just tried to page him because of a possible hijacking on Flight 11, one of American’s transcontinental flights. 

			Bertapelle said that the SOC manager on duty, Craig Marquis, was in contact with Betty Ong, one of American’s flight attendants on that flight. Betty, located in the rear of the aircraft, used her cell phone to call American’s reservations center in Raleigh, North Carolina, after the aircraft was hijacked. Betty’s call was then patched through to the SOC. 

			Betty kept her composure as she reported that two flight attendants had been stabbed, along with one of the passengers in the first-class cabin. She also said that two or three of the hijackers were in the cockpit. Betty Ong was a true hero that day. Despite her fear, she remained professional as she described the events unfolding onboard the aircraft. 

			Arpey hurried out of the office and jumped in his car for the short ride to the SOC, a little over a mile from our Fort Worth headquarters. He arrived at approximately 7:35 a.m. Within minutes, he learned that an aircraft had crashed into the World Trade Center. By that time, communication with Betty Ong had been cut off. Gerard and Don Carty discussed the situation by telephone and Don asked Gerard if he knew whether the aircraft that hit the World Trade Center was, in fact, an AA aircraft. At that time, there was no official confirmation. 

			While trying to confirm the identity of the aircraft that had hit the World Trade Center, air traffic control officials confirmed that another of American’s flights, Flight 77, was not responding to radio calls and that air traffic control could not determine its location. At this point, Arpey and his SOC colleagues decided to immediately stop any other flights from taking off in the Northeast corridor. A few minutes later, the decision to discontinue further takeoffs was expanded to include the entire American Airlines system. 

			Shortly thereafter, a second aircraft hit the World Trade Center. At that time, the SOC team believed that the second aircraft to crash into the World Trade Center may have been Flight 77. (In reality, the second aircraft to hit the World Trade Center was United Flight 175. American Flight 77 would later crash into the Pentagon). Arpey continued to confer with the SOC managers. Everyone believed that it was best to get all airborne American aircraft “on the deck” immediately.  

			At that point, Carty arrived at the Command Center. Gerard reviewed the situation with Don, and, without hesitation, Carty agreed that all airborne American and American Eagle flights should be diverted to the nearest suitable airports. This meant that hundreds of pilots in the air were forced to land immediately. This occurred at about 8:15 a.m. Central Time.

			Carty then spoke by phone with FAA Administrator Jane Garvey. He told her of the decision to ground the entire American fleet and she asked him what he thought the FAA should do. Carty told Garvey that if it were his call, he would issue a nationwide ground stop. Two or three minutes later, that’s exactly what happened. The FAA shut down the entire civil aviation system in the U.S., except for military aircraft. This was the first time such an order had ever been issued. It was an historic action. 

			For the remainder of the day, American’s employees worked tirelessly to respond to the monumental logistical challenges that arose from the decision to shutter the U.S. civil aviation system. The next scheduled flights did not take off until several days after September 11, and the company did not have a full flight schedule for several more days.

			The events of 9/11 were truly catastrophic. On that day, terrorists hijacked four aircraft—two American Airlines aircraft and two United Airlines aircraft. Nearly three thousand people were killed, including pilots, flight attendants, and other members of the American Airlines family.

			For American Airlines, the events of 9/11 completed the trifecta—a badly timed airline acquisition, a recession, and a terrorist attack of unspeakable horror. These three events catapulted American into the worst financial crisis of its seventy-five-year history, one that American suffered for many years.

			Other airlines were no better off. Between late 2001 and the end of 2005, airlines across the country, both large and small, were forced to seek bankruptcy protection, while others simply quit flying and disappeared. United Airlines filed for bankruptcy in December 2002; US Airways Group in August 2002 and again in September 2004; and both Delta Air Lines and Northwest Airlines in September 2005. Air Canada entered bankruptcy proceedings in April 2003. Aloha Airlines filed for bankruptcy in December 2004 and completely discontinued passenger service in 2008.

			The events of 9/11 resulted in cataclysmic financial results for the airline industry. By 2003, American was swimming in a tide of red ink. In 2001 and 2002, American lost 5.3 billion dollars. The losses in those two years eviscerated the 5.5 billion dollars the airline earned between 1994 and 2000. Internally, we knew things were only going to deteriorate further. The company posted horrific results in the first quarter of 2003—a whopping one billion-dollar loss. These losses were rapidly diminishing our cash reserves and American faced a genuine cash-flow problem in the coming months.

			Something had to be done and there was no time to waste. In a 2003 quarterly earnings call, Jeff Campbell, the CFO, summed up the situation in one simple sentence: “It’s clear from the magnitude of losses we sustained this quarter and this year [referring to 4Q and full year 2002] that our current situation is not sustainable.”

			The solution was painful, yet obvious. American Airlines was on a direct path to the steps of the bankruptcy court. We simply had no other choice. It was the only viable option available, unless…unless we could somehow maneuver our way out of the hole we were in.

			Would it be possible to convince our employees and vendors to provide wage and contractual concessions voluntarily? Concessions that would be roughly equivalent to the savings we could achieve in bankruptcy court? The conventional wisdom at the time was a resounding “No way.”

			On the one hand, achieving concessions from management and nonunionized employees is easy. You set targets and implement them. They are “at will” employees whose only recourse is to accept the changes or quit. But, it’s an entirely different ballgame with labor.

			Relations with the unions at American were bad, as they had been for many years. The flight attendants went on strike in November 1993, and the pilots did the same in February 1997. The flight attendant strike lasted for five days and severely crippled the airline before President Clinton convinced management and the flight attendants to send their issues to binding arbitration, thereby ending the strike and saving the Thanksgiving travel season for millions of people. The pilot strike could easily have shut down the airline but, once again, President Clinton stepped in and enjoined the strike within minutes after it started by invoking his powers under the Railway Labor Act.

			Despite the acrimonious relationship with labor, Don Carty firmly believed he could convince the unions to grant the deep wage and work rule concessions the company needed to avoid bankruptcy.

			 Carty’s argument in favor of a voluntary restructuring was multilayered, but consisted largely of two overriding principles. First, a voluntary restructuring could be achieved in a matter of days, not the eighteen-plus months it would take to wind our way through the bankruptcy court system. Second, voluntary cuts provided both the company and labor a known outcome, one that removed the vagaries and uncertainties that are part of a court-imposed restructuring. For the company, it guaranteed the cuts we needed to survive and, for labor, certainty that the cuts would go no deeper than the agreed-upon concessions.

			With the board firmly in support of his efforts, Carty and the senior executive team began work on a package of concessions. The most glaring question at the outset was pretty simple: How much do we ask for? The total “ask” needed to be large enough to give American a real opportunity to get back on its feet, but not so large that it would doom the effort from the outset. Chief financial officer Jeff Campbell, along with a ream of financial analysts, worked hand in hand with the Human Resources and Employee Relations departments to come up with the “ask.” In February 2003, their work resulted in an outline of what American needed—two billion dollars annually.

			We swallowed hard. It was an unprecedented number. Of the total, we needed 1.8 billion dollars in annual savings from employees—one billion dollars in the form of pay and benefits cuts and the remaining eight hundred million dollars from work rules changes. The final two hundred million dollars was slated to come from vendors, lessors, and suppliers that did business with the company.

			We told both groups that we needed a deal quickly or not at all. Lest anyone think we were kidding, we made our plans public. If we didn’t achieve two billion dollars in concessions, we planned to file for bankruptcy on April 15, 2003. It was a race against the clock.

			My mission at that time was crystal clear—be ready to file if the deadline passed without a deal. The work involved to prepare for a bankruptcy filing of this magnitude is extraordinary. Teams from virtually every department in the company worked night and day. As negotiations with the unions progressed, I was directing a legal juggernaut of attorneys, consultants, and bankers, all standing ready if Carty failed to get the concessions needed to save the airline. Armies of people from some of the most prestigious and expensive law firms in the country were billing tens of thousands of dollars a day drafting affidavits, motions, pleadings, reports, and memos.

			To protect the secrecy of confidential projects, American often adopted code names. The preparations for bankruptcy were no longer secret, but we had a code name nonetheless. It was called Project Vermont. More than once, Carty asked why it was called Vermont. Most people at the company had no idea. Neither did I at the outset. I later learned it was derived from a financial analyst associating our consultant “Greenhill” with the Green Mountain range in Vermont.

			As the self-imposed deadline of April 15 drew near with no concessionary agreements in hand, I prepared to fly to New York to file the bankruptcy papers. I made my reservation to fly from DFW to LaGuardia Airport. I arrived at the gate, sat down and waited for the boarding process to begin. After a few minutes, I heard the gate agent make an announcement:

			“Passenger Gary Kennedy, if you are in the boarding area, please see the agent. Gary Kennedy, please see the agent prior to boarding.”

			I recall thinking the request a bit odd given that I was flying on a “positive space” ticket and already had my boarding pass. Employees who travel on company business are given varying levels of boarding priority, anywhere from a priority marginally better than “space available” all the way up to a first-class “positive space” ticket. A positive space ticket has the same status as a paying passenger. I approached the agent and gave her my name.

			“Mr. Kennedy, we have an emergency situation. There is a woman traveling to New York, and it’s imperative that we give her your seat on this flight. I assume you are OK with that.”

			“Sure. If you need the seat, that’s fine,” I told her.

			“Thank you. Please wait in the boarding area for a moment.”

			I sat down and waited. Five minutes passed, then ten. Boarding was underway. Another announcement came from the gate agent. “Gary Kennedy, please see the agent. Mr. Gary Kennedy, please see the agent.”

			Once more, I approached the counter. “Yes, you called my name again.” The agent’s tone was serious. “Thank you, Mr. Kennedy. We no longer need your seat. You are free to board the aircraft.” No further explanation was provided.

			This was not the first time something like this occurred. We were accustomed to airport agents and other employees tracking the movements of senior officers. Typically, the tracking of flights and related gamesmanship was reserved for Don Carty and Gerard Arpey. I typically flew under the radar. But with labor negotiations in full swing and bankruptcy rumors swirling, this particular gate agent decided to try her hand at a little mischief.

			A later investigation determined that the seating issue at the gate was entirely fabricated—there was no emergency or passenger who needed my seat. It turned out to be a misguided effort to keep me off the New York-bound flight under the mistaken idea that somehow it would delay a bankruptcy filing. I suspect it was the agent’s way of venting her frustration with management. Today, it seems a bit humorous. At the time, I was not particularly amused.

			I arrived in New York and went straight to the offices of Weil, Gotshal & Manges, our lead bankruptcy counsel. Weil was the premier bankruptcy shop in the country. They routinely handled many of the highest-profile bankruptcies and I knew them well. I moved into Weil’s offices and worked nonstop reviewing and revising enormous numbers of documents and legal papers. The stress of the deadline and the gravity of the potential filing were smothering. The consequences of filing crowded my mind—thousands of people would lose their jobs, the company would be at the mercy of a judge and creditors’ committees, and there was no certainty of a successful reorganization. Everything, including my future, was at stake. The pressure was on, but we plowed ahead for the next seventy-two hours.

			Around 10 p.m. on the eve of the proposed filing, I was seated at a conference room table editing one of the bankruptcy documents. The senior partner in Weil’s restructuring practice sat down and said we needed to discuss an urgent matter. She told me that the firm simply did not have a sufficient retainer from American and that we needed to wire additional funds before the case was filed. Law firms handling bankruptcy cases always take big retainers because once a filing is made, all legal fees must be approved by the court. However, this last-minute request took me by surprise.

			I could hardly contain my annoyance. “Why are we discussing this now? Why didn’t we hear about this long before?”

			She slid her chair away from the table and told me that the case was getting more complicated by the day and that the firm was spending a lot more money than originally envisioned. We had already given the firm millions of dollars as an advance on legal fees. I was tired and in no mood to talk about fees late the night before the filing. She then told me that the firm needed a substantial sum of additional money wired to the firm’s account first thing in the morning.

			I got out of my chair, told her I needed to discuss it with my guys and would get back to her. I then found Kathy Koorenny. Kathy was my associate general counsel and the person responsible for the day-to-day bankruptcy planning. Kathy had an angelic face and military style haircut. Her personality matched the latter. I quickly filled her in on the conversation. Her response was vintage Kathy: “No way are we giving them more money.”

			We both knew that wasn’t true, but it felt good to say it. We wired the money the next morning. I understood the firm’s rationale. They were spending tremendous amounts of time and money on our case, and it would be several months down the road before a judge would approve additional payments to the firm. Nevertheless, it was disheartening and poorly timed.

			The deadline for filing arrived. A full entourage of AA executives were assembled in a conference room at Weil, including Jeff Campbell, Kathy Koorenny, Bev Goulet, vice president of corporate development and treasurer, and a host of attorneys, paralegals, bankers, financial analysts, and consultants. We were all waiting. Waiting for a call from Don Carty letting us know if his last-ditch efforts to get a deal with labor paid off or if we were headed to court.

			It was getting late and we had to arrive at the federal bankruptcy courthouse before they closed. It was after 3 p.m. We were pacing. I began to think that Carty had failed. We made the decision to stage the boxes of bankruptcy documents by the elevators, readying for the trip to the courthouse. In those days, there was no such thing as an electronic filing of pleadings. We had reams of court filings stacked in boxes. The amount of paper was almost cartoonish. We used two-wheeled dollies and strapped the boxes with bungee cords. In preparation for the dash to the courthouse, limousines were lined up on Fifth Avenue standing by.

			Sometime around 3:30 p.m., Jeff got a call from Carty. The news was a mixed bag. The pilots and the Transport Workers Union (TWU) voted to accept the package of concessions, but 51 percent of the flight attendants voted to reject it. Instead of filing as we had threatened, Carty made the decision to extend the deadline by one day. Fearful that a Chapter 11 filing would result in demands for even larger concessions, the flight attendant leadership announced that they would allow those who had already voted to change their vote.

			The next day, we once again found ourselves waiting to see if we had a deal. Late that evening, we learned our fate. The flight attendants voted to approve the deal with 52 percent in favor. We all breathed easier, believing the worst was behind us.

			Of course, our relief was premature. The real drama was yet to unfold. This new drama tested the resilience of the company, its board of directors, and its CEO. For me, it tested the question Don Carty posed to me just months before—could I tell him things he didn’t want to hear?
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