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TO: All Pilots Employed By American Airlines, Inc.
FROM: Captain Bill Haug |
Secretary Treasurer, Allied Pilots Association W %{/%
RE: Agency Fee For Fiscal Year Beginning July 1, 2009
DATE: May 29, 2009

Pilots who are already Members of the Allied Pilots Association (APA) and who do
not wish to resign their membership may ignore the details in this memorandum.

Pilots who are Non-Members, that is Agency Fee Payers, and pilots who wish to
resign and become Agency Fee Payers, should read the enclosed information carefully.
Pilots who wish to become Objectors and Challengers within the category of Agency Fee
Payers should similarly read the enclosed information carefully.

Materials Concerning Agency Fee System: The following are included in this booklet:
(1) the Allied Pilots Association’s Agency Fee Policy (“Agency Fee Policy”); and

(2) KPMG LLP’s October 23, 2008, Special Report independently verifying calculation
of the chargeable percentage under the Agency Fee Policy and the Schedule of Expenses
and Allocation of Expenses Between Chargeable and Non-Chargeable Expenses for
Fiscal Year 2007-2008.

Agency Fee Payers: Agency Fee Payers are Non-Member pilots who are required by
Section 25 of the May 1, 2003, Agreement between American Airlines, Inc. (AA) and the Pilots
in its service, as represented by APA (the Agreement), to pay a monthly service charge for the
administration of the Agreement and representation of the pilot. While Section 2, Eleventh, of
the Railway Labor Act, 45 U.S.C. § 152, Eleventh, provides that a carrier and a labor
organization may negotiate union security agreements that require union membership as a
condition of employment, such as Section 25 of the Agreement, the courts construe the
requirement to mean that an employee need not actually join the union but may become what is
commonly referred to as an “Agency Fee Payer,” essentially, a Non-Member who pays a
servicing fee.



If you are an Agency Fee Payer:

You must keep APA apprised of your current address. APA does not have
an address list from the Company for Non-Members, and under Section 25
of the Agreement, you are legally required to provide APA with your current
address.

You are not legally required to sign a dues checkoff authorization, but you
are subject to discharge in accordance with Section 25 of the Agreement for
failure to pay the Agency Fee that is due each pay period. For this reason, in
other unions, virtually every Agency Fee Payer finds the dues checkoff
authorization — which allows you to have your Agency Fee automatically
deducted from the second paycheck of the month and forwarded to APA by
AA each month — is more convenient than writing and mailing a monthly
check. If you have not previously signed a dues checkoff authorization, but
wish to do so, please call APA at 1-800-323-1470, extension 2231 to request
that a Dues Checkoff Agreement be sent to you.

Agency Fee Payers Who Become Objectors: Within the category of Agency Fee Payer
is a subcategory of those Non-Members who wish to object to certain expenditures that the
courts hold may not be chargeable over their objections. These Non-Member Agency Fee
Payers are known as “Objectors.” Objectors pay a reduced amount (known as the chargeable
percentage) based on a detailed calculation in accordance with the requirements of federal law.

If you, as an Agency Fee Payer, have previously filed an objection explicitly
stating that the objection is to be continuing until revoked and you have not
revoked that objection, in accordance with the requirements spelled out in
the Agency Fee Policy, you do not need to file another objection and will
continue to be treated as an Objector.

If you, as an Agency Fee Payer, did not previously file an objection explicitly
stating that the objection is continuing, and you wish to become an Objector
for the fiscal year beginning July 1, 2009, you must file a written individual
objection with the APA Secretary-Treasurer with a postmark dated prior to
June 30, 2009, in accordance with the requirements spelled out in the Agency
Fee Policy.

The Agency Fee Policy also spells out the requirements for filing objections
in subsequent fiscal years. The Policy will be published prior to the
beginning of each fiscal year.

An APA Member who wishes to become an Objector must first resign from
APA and then file a written objection postmarked within 30 days of the
effective date of the resignation, in accordance with the requirements spelled
out in the Agency Fee Policy.



. Each fiscal year, APA will retain an independent accounting firm to submit a
report verifying the calculation of the percentage of the Agency Fee that may be
chargeable to an Objector.

. For the next fiscal year (July 1, 2009, through June 30, 2010), the chargeable
percentage is based on APA’s annual expenses for the prior completed fiscal year
(for the fiscal year beginning July 1, 2009, the year ending June 30, 2008, is
used). The KPMG LLP Audit for the year ending June 30, 3008, which includes
a review of the calculation of the chargeable percentage is enclosed. It will also
be published on APA’s website.

Objectors Who Wish To Become Challengers: APA is required to establish an
elaborate system to handle Objectors who elect to challenge APA’s calculation of the chargeable
percentage. An Objector who wishes to challenge the calculation is known as a “Challenger.”
The challenge procedures and the method for resolving these challenges, are set forth in detail in
the Agency Fee Policy.

. An Objector who wishes to challenge the calculation for the next fiscal year must
file a written challenge to the calculation postmarked no later than June 30, 2009,
in accordance with the requirements of the Agency Fee Policy.

. The procedures and requirements for filing challenges in subsequent fiscal years
are also spelled out in the Agency Fee Policy. The Policy will be published prior
to the beginning of each fiscal year.

The Calculation For Objectors: Agency Fee Payers may be compelled to pay only the
costs associated with APA’s role and activities as exclusive collective bargaining representative
of AA pilots. Courts use the terms “germane” to collective bargaining (or chargeable) and “non-
germane” (or non-chargeable) to describe how the union must allocate expenses when
calculating the amount of Agency Fee charged to Objectors. The categories are, in some
respects, not intuitively obvious. For example, some aspects of APA’s important safety work,
such as advocating improved regulation of airline safety, are not considered chargeable. Some
categories are more obviously non-chargeable, such as APA’s legislative work in support of
arming pilots, and all expenses related to the establishment, maintenance and support of APA’s
members-only benefit plans. The enclosed Agency Fee Policy provides more examples of
chargeable and non-chargeable expenses.

Based on the enclosed Special Purpose Schedule of Chargeable and Nonchargeable
Expenses for the fiscal year 2007-2008, as verified by an independent accounting firm, Objectors
will be charged approximately 84.0 percent of the amounts charged to Members and Agency Fee
Payers. The derivation of the amount chargeable to '‘Objectors is explained more fully in the
materials contained herein. Obviously, as noted, expenses for benefits that are available only to
APA Members are not considered chargeable when computing the rate charged to objecting
Agency Fee Payers.



The procedures set forth in the Agency Fee Policy, particularly as they relate to Objectors
and Challengers, are complicated. If you are a Member who is not resigning, you may ignore
them. If you are an Agency Fee Payer, you need to provide us with your current address and you
may wish to sign and return a dues checkoff authorization if you have not already done so. If
you are an Agency Fee Payer who wishes to become an Objector, or an Objector who wishes to
become a Challenger, you need to read and follow the Agency Fee Policy with care.

As a final note, I encourage all pilots who are not currently APA members to join and
take part in this Association. It is the professionalism, intelligence, experience and involvement
of thousands of AA pilots like you that make our Association strong, and the stronger we are, the
more effectively we can represent and defend the interests of all AA pilots. Of course, the many
individual member benefits available to those who join APA also make membership in our
professional Association a great value. But just as important, we value and welcome the energy,
insight and diversity of views that you can bring to this organization. For further information, or
to talk at greater length with an APA representative, please call or e-mail us at your convenience.



ALLIED PILOTS ASSOCIATION’S AGENCY FEE POLICY

INTRODUCTION: As a general matter, to avoid the inequity of “free riders,” all
American Airlines pilots who are subject to the contractual union security clause (Section 25 of
the May 1, 2003, Agreement between American Airlines and the Pilots in its service, as
represented by APA (“the Agreement”),, which conditions continued employment on the
payment of dues or “agency fees” to APA), are charged the same amount of money, whether
they are members or non-members of APA. Based on history and experience, APA believes the
collective bargaining and representational interests of AA pilots are best served by having a
strong Association capable of defending pilots’ interests in a range of national and international
arenas affecting aviation and the airline industry.

Federal law, however, allows individual non-members to register objections to
expenditures for so-called “political,” “ideological” or other purposes that the federal courts
consider not sufficiently “germane” or related to APA’s role as collective bargaining
representative of AA pilots, and to have their agency fee calculated in a different manner, based
on the percentage of APA’s total annual expenditures that qualify as “germane” and fully
“chargeable” to non-member Objectors under applicable law. In addition, federal law allows
non-member Objectors to challenge APA’s calculation of the annual chargeable percentage.
Accordingly, this Policy sets forth APA’s objection procedures, APA’s basis for classifying
expenses as “chargeable” and “non-chargeable” together with APA’s determination of the
current “chargeable” annual percentage for registered Objectors, and the procedures for
challenging that calculation.
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1. Any American Airlines (“AA” or “American”) pilot represented by Allied Pilots
Association (“APA” or “Association”) who is not an APA member and who is subject to the
contractual union security clause (Section 25 of the Agreement) has the right to file an objection,
in accordance with the following procedures, to APA expenditures that, under applicable law, are
not considered technically “germane” to the APA’s role and responsibilities as exclusive
collective bargaining representative of American Airlines pilots. A current APA member who
chooses to become an Objector must assume non-member status before filing an objection in
accordance with these procedures. The amount of agency fee charged to a registered Objector
shall be calculated in accordance with this Policy.

2. A non-member pilot who wishes to become an Objector must provide written notice to
APA’s Secretary-Treasurer of his/her individual objection, by mail addressed to the APA
national office and postmarked during the month of June each year. The objection must be
signed by the individual pilot and must contain the objecting employee’s full name, AA
employee number, current home mailing address and telephone number. Objection may be made
only by an individual employee; petition objections or group objections will not be honored.
Any Objector wishing to continue his/her objection in succeeding calendar years shall either
expressly state in the objection that this objection is a continuing objection until revoked, or else
file proper annual objections in June of each succeeding year, in the manner described above.






