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Plaintiffs respectfully submit this Supplemental Brief to briefly address four
issues pertaining to Plaintiffs” Motion for Class Certification (Dkt. #122): (1) new
documents reflecting that — contrary to Defendants’ arguments — first bag fees did
not reduce base fares; (2) recent decisions confirming that class certification is
appropriate where plausible common methods show that most class members were
affected; (3) recent decisions rejecting the argument that alleged offsetting benefits
preclude class certification; and (4) a recent decision confirming that — contrary to
Delta’s argument — the fact that certain class members may have been reimbursed
for first bag fees does not prevent class certification.

1. Recently Produced Documents Further Demonstrate That First Bag
Fees Did Not Reduce Base Fares

In opposing class certification, Defendants claim that Plaintiffs cannot prove
impact on a class-wide basis because the collusive imposition of first bag fees
purportedly caused a decrease in base fares, supposedly requiring individualized
analysis to prove impact and damages. The evidence, however, shows that bag

) . 1
fees did not cause a reduction in base fares.

' See Pls.” Reply Br. at 7-10 (summarizing evidence that first bag fees did not
affect base fares); see also id. at 27 (discussing Defendants’ admission that any
reduction in base fares would be less than the amount of the first bag fee).
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In a recently produced document, Delta admits that, when it implemented
first bag fees, “[t]here were no corresponding pricing reductions in our fare
structure directly initiated because of baggage fees.” DLBF 182821, Ex. 1.

Similarly, in describing the results of a March 2009 study on the impact of
first bag fees on consumer purchase decisions, AirTran Senior Vice President
Kevin Healy stated that “the study validates the view that $15 is viewed as
incremental.” E-mail from K. Healy to R. Fornaro (Mar. 31, 2009), AirTran
1718223, Ex. 2. In another document, AirTran’s Chief Accounting Officer
described the first bag fee as “additional revenue.” Memorandum from M.
Osterberg to File (Jan. 15, 2009), AirTran 02402516, Ex. 3.2

Exhibit 5 is a document produced by Delta that analyzes fares for departures
approximately one month after Defendants began charging the bag fee — between
January 1 and January 11, 2009. DLBAG 18701-03, Ex. 5. This analysis
demonstrates that, even with the introduction of its first bag fee, Delta’s average 7
to 25-day advance-purchase fares increased in price compared to the previous

year’s fares. Id. at DLBAG 18703 (showing increased prices compared to the prior

year).

? See also AirTran Director of Reservations, F. Cannon Depo. Tr. 81:22-25 (March
22,2012), Ex. 4 (“Q. Are you aware of any decision made at AirTran to lower base
fares in conjunction with the imposition of a first bag fee? A.No....”); id 70:24-
71:2 (“Q. After AirTran started charging a first bag fee, are you aware of any
changes to customer booking behavior? A. No.”).

2
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Moreover, Exhibit 5 contradicts Defendants’ theory that any subsequent
decreases in airfares were caused by first bag fees. A key piece of Defendants’
experts’ theory is that bag fees would cause a decline in fares that would
disproportionately affect leisure travelers, who check bags more frequently and
book their flights further in advance.” But Delta’s average ticket prices decreased
only for 3, 5, or 6 day advance-purchase fares (i.e., business travelers, the least
price-sensitive group®), and these decreases were relatively small — 1%, 3%, and
7% compared to increases of 10% to 41% for 7 to 25 day advance-purchase fares.’
Because the only price declines disproportionately affected business travelers, the

price declines are inconsistent with the theory that price declines were caused by

3 See M. Schwartz Class Cert. Report 9 47 (“the base fare reduction should be
larger . . . the greater is the proportion of passengers who check bags”), Ex. 48 to
Pls.” Reply Br. (Dkt. #269); D. Lee Class Cert. Report 16 & n.16 (stating that any
base fare reductions caused by first bag fees would be greater for leisure
passengers, who “typically purchase airline tickets well in advance”), Ex. 4 to
Delta’s Class Cert. Opp’n Br. (Dkt. #221); LEK AirTran Customer Survey (Apr.
13, 2010), AirTran 1927393, Ex. 6 (reporting that leisure travelers weighed
ancillary fees more heavily in their ticket purchase decisions than business
travelers); G. Hauenstein Depo. Tr. 38:9-10 (May 10, 2012), Ex. 7 (“I think
actually business customers . . . are much less sensitive to fees”).

% These travelers are also the most likely to be exempt from first bag fees. See
Delta Press Release (Nov. 5, 2008), DLBF 7006, Ex. 8 (stating that frequent flyers
and passengers purchasing full fare coach or business class fares are exempt from
first bag fees).

> Ex. 5. Similarly, AirTran’s average fares for advance-purchase fares generally
increased, DLBAG 18701.xls, Ex. 9, while AirTran fares for close-in purchases
declined. Id.; see also E-mail from M. Klein to R. Fornaro (Feb. 10, 2009),
AirTran 15390288, Ex. 10 (“Our close-in RASM looks pretty bad yr/yr (with
sustained yields but bad volume)”).
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first bag fees rather than other variables,® such as the disproportionate decline in
business travel caused by the recession.”

Thus, the newly produced evidence reaffirms that Delta and AirTran did not
lower fares in response to implementing first bag fees. Accordingly, Defendants’
argument that the first bag fee caused a decrease in base fares, even if such a
decrease were legally relevant (which it is not) and even if such decrease could
ever exceed the amount of the first bag fee itself (which it does not), is
contradicted by the evidence.

2; Recent Cases Confirm That Class Certification Is Appropriate Where

Plausible Common Methods Can Show That Most Class Members Were

Affected

Consistent with the cases upon which Plaintiffs rely in their class

certification briefs, recent decisions confirm that class certification is appropriate

% This evidence is consistent with the results of Dr. Singer’s analyses, that there is
“no discernible relationship between [fares and the percentage of passengers
checking a bag].” H. Singer Class Cert. Reply § 66, Ex. 29 to Pls.” Reply Br. (Dkt.
#269).

"D. Lee Depo. Tr. 171:25-172:3 (Dec, 15, 2010), Ex. 11 (“[T]he mix of travel in a
... recession tends to . . . be more tilted away from . . . those higher fare [business]
passengers.”); E-mail from M. Klein to R. Fornaro (Feb. 10, 2009), AirTran
15390288, Ex. 10 (“Today’s further job losses and the market getting hammered
won’t be good in the short-term for leisure demand, but I have to believe that our
legacy competitors are getting absolutely slaughtered on business travel. Our
close-in RASM looks pretty bad yr/yr (with sustained yields but bad volume)”);
Delta Apr. 21, 2009 earnings call transcript, Ex. 12 at DLBAG-15173 (“[First
quarter 2009] RASM . . . decreased . . . , as yields on close-in bookings did not
pick up as we were expecting.”).
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here. See In re Whirlpool Corp. Front-Loading Washer Prods. Liability Litig., 678
F.3d 409 (6th Cir. 2012); Messner v. Northshore Univ. HealthSystem, 669 F.3d
802 (7th Cir. 2012); Behrend v. Comcast Corp., 655 F.3d 182 (3d Cir. 2011), cert
granted in part, 80 U.S.L.W. 3707, 2012 WL 113090 (June 25, 2012);® In re
Titanium Dioxide Antitrust Litig., No. 1:10-cv-00318-RDB, 2012 WL 3711890 (D.
Md. Aug. 28, 2012); In re Blood Reagents Antitrust Litig., MDL No. 2081, _ F.
Supp. 2d _, 2012 WL 3590269 (E.D. Pa. Aug. 22, 2012); In re Rail Freight Fuel
Surcharge Antitrust Litig., MDL No. 1869,  F. Supp.2d _, 2012 WL 2870207
(D.D.C. June 21, 2012).°

Notably, these recent decisions confirm that at the class certification stage,
Plaintiffs are not required “‘to prove the element of antitrust impact’ . . . but only
to ‘demonstrate that the element of antitrust impact is capable of proof at trial
through evidence that is common to the class.”” Messner, 669 F.3d at 818 (quoting
Behrend, 655 F.3d at 197, in turn quoting with emphasis /n re Hydrogen Peroxide

Antitrust Litig., 552 F.3d 305 (3d Cir. 2008) (cited in AirTran Class Cert. Opp’n at

® The Supreme Court granted a petition for certiorari in Behrend limited to the
question: “Whether a district court may certify a class action without resolving
whether the plaintiff class has introduced admissible evidence, including expert
testimony, to show that the case is susceptible to awarding damages on a class-
wide basis.” 2012 WL 113090, at *1.

? Blood Reagents and Rail Freight are discussed separately in section 3, below.
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16, 33))."° Similarly, courts evaluate whether the plaintiffs have presented a model
that is “capable of proving class-wide impact at trial,” not whether the model is
“perfect.” Titanium, 2012 WL 3711890, at *17.

These cases reaffirm that on class certification, “the court should not turn the
class certification proceedings into a dress rehearsal for the trial on the merits.”
Messner, 669 F.3d at 811. Instead, “courts need not address at the class
certification stage any merits inquiry that is unnecessary to the Rule 23
determination and . . . any findings made for class certification purposes do not
bind the fact-finder on the merits.” Whirlpool, 678 F.3d at 417 (citing Behrend,
655 F.3d at 190). The merits inquiry is necessarily circumscribed because
requiring Plaintiffs to demonstrate that their proposed proof is actually correct by a
preponderance of the evidence on a motion for class certification may interfere
with the Seventh Amendment right to a trial by jury. Messner, 669 F.3d at 823
(“Any consideration of the merits at the class certification stage also runs the risk
of supplanting the jury as the finder of fact.”). As a result, “‘Rule 23(b)(3) does
not . . . require individual class members to individually state a valid claim for

relief” and the ‘question is not what valid claims can plaintiffs assert; rather, it is

' “Plaintiffs bear the burden of showing that a proposed class satisfies the Rule 23
requirements [ ], but they need not make that showing to a degree of absolute
certainty. It is sufficient if each disputed requirement has been proven by a
preponderance of evidence.” Messner, 669 F.3d at 811 (citation omitted).



Case 1:09-md-02089-TCB Document 357 Filed 09/10/12 Page 10 of 95

simply whether common issues of fact or law predominate.’” Whirlpool, 678 F.3d
at 421 (quoting Sullivan v. DB Invs., Inc., 667 F.3d 273, 297, 305 (3d Cir. 2011)
(en banc))."
In addition, Titanium places disputes over the finer points of plaintiffs’
experts’ methodologies — such as Defendants’ disputes regarding Dr. Singer’s
regression model — into their proper context as pure merits issues that have no
bearing on the question of whether common issues predominate:
Defendants’ quibbles with Dr. Lamb’s regression model
largely center on the results of his analysis—in other
words, Defendants argue that if Dr. Lamb included more
data, or extended certain dates, his very own regression
would show that prices of TiO2 did not increase during
the time period. However, by “merely disputing the
results of the plaintiffs’ experts’ analysis rather than the
feasibility of using a single formula methodology,”
Defendants raise a “merits issue, not a class certification
issue.” In re EPDM Antitrust Litig., 256 F.R.D. [82,] 96
[(D. Conn. 2009)].

Titanium, 2012 WL 3711890, at *17; c¢f. Delta Class Cert. Opp’n at 13-18 &

AirTran Class Cert. Opp’n at 21-24 (discussing competing expert reports).

Furthermore, the Messner Court confirmed that plaintiffs need only show

widespread, and not universal, harm to meet the Rule 23(b)(3) predominance

" Accord Messner, 669 F.3d at 818. “[Wal-Mart Stores, Inc. v.] Dukes[, 131 S. Ct.
2541 (2011)] . . . mak[es] clear that the focus is on whether the defendant’s
conduct was common as to all of the class members, not on whether each plaintiff
has a ‘colorable’ claim.” Sullivan, 667 F.3d at 299.
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requirement. Messner, 669 F.3d at 818 (“[Plaintiff’s expert] claimed that he could
use common evidence . . . to show that all or most of the [proposed class
members] suffered some antitrust injury as a result of the merger. That was all that
was necessary to show predominance for purposes of Rule 23(b)(3).”) (citation
omitted) (emphasis added). A proposed class can properly be certified even if it is
ultimately shown that some or all class members suffered no harm,'* though a class
should not be certified if a “great number of members . . . for some reason could

not have been harmed.” Id. at 824 (emphasis added).”

1> Messner, 669 F.3d at 824 (“[I]f a proposed class consists largely (or entirely, for
that matter) of members who are ultimately shown to have suffered no harm, that
may not mean that the class was improperly certified but only that the class failed
to meet its burden of proof on the merits.”).

1> As an example of class members who could not have been harmed, the Messner
court cited the situation of post-conduct prices being determined by contracts
entered into prior to the alleged anti-competitive conduct. Id. Here, if a pre-
existing contract prevented a consumer from paying a first bag fee, the consumer
would not be a class member, as the class is defined to include only those who paid
the first bag fee. In contrast to the Messner hypothetical, there is no credible
argument that any large segment of class members here could not have been
harmed. In fact, Defendants’ experts admitted that the supposed base-fare
reductions could not, even in theory, fully offset the first bag fees for any
individual class member. See Pls.” Reply Br. at 27 (Dkt. # 269) (citing
Defendants’ expert materials and depositions).

8
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Thus, these recent cases are consistent with the long-standing principal that,
“in antitrust cases, ‘Rule 23, when applied rigorously, will frequently lead to
certification.”” Messner, 669 F.3d at 815 (citation omitted)."*

In addition, these cases confirm that Plaintiffs have satisfied the class
certification standard. First, the weight of the evidence demonstrates that, if a jury
concludes that there was a conspiracy, all class members suffered harm. See
Section 1, supra; Pls.” Reply Br. at 7-11 (Dkt. #269). Second, even assuming that
Defendants’ theory of base-fare offsets was legally valid and factually supported —
which it is not — Plaintiffs’ expert, Dr. Singer, has constructed a model capable of
showing, at minimum, that “all or most” class members suffered harm (or could
have suffered harm). Singer Merits Report 9§ 4, 77-91, 122, Ex. 45 to Pls.” Reply
Br. (Dkt. #269); Messner, 669 F.3d at 818. And Defendants are unable to identify
or provide evidence of a “great number” of proposed class members who “could
not have been harmed.” Messner, 669 F.3d at 824.

3. Alleged Base Fare Offsets, If Any, Would Not Preclude Class
Certification.

Like Defendants here, the defendants in other recent cases argued that class

certification should be denied because of alleged offsetting benefits. Blood

"4 See also In re Vitamin C Antitrust Litig., 279 F.R.D. 90, 109 (S.D.N.Y. 2012)
(“[I]n a horizontal price-fixing conspiracy . . . . courts have frequently held that the
predominance requirement is satisfied because the existence and effect of the
conspiracy are the prime issues in the case and are common across the class.”).

9
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Reagents, 2012 WL 3590269, at *16-17; Rail Freight, 2012 WL 2870207, at *55-
57; Delta Class Cert. Opp’n at 8-18; AirTran Class Cert. Opp’n at 26-30.

In Blood Reagents, plaintiffs alleged price-fixing of traditional blood
reagents. Defendants argued that class certification should be denied because the
“‘higher prices for traditional reagents led to lower prices or lower price increases
for proprietary reagents and equipment.”” 2012 WL 3590269, at *16. The court
rejected the offset argument as a matter of law, as Defendants “cite[d] no case in
which a court required plaintiffs to account for potential decreases in the price of
some products as the result of an alleged horizontal price-fixing conspiracy.” /d.
The court also rejected the offset argument as a factual matter, as “[i]t is far less
plausible . . . that a price-fixing conspiracy would have offsetting benefits to
consumers,” and “[t]he argument that defendants were cheating on the cartel [by
reducing prices on non-price-fixed products] is speculative, at best.” Id.

In Rail Freight, plaintiffs alleged price-fixing of a fuel surcharge fee that
customers had to pay in the same transaction in which they paid shipping fees.
2012 WL 2870207 at *4 (surcharge applied as percentage of base rate); id. at *49
(surcharge and base rates both subject of negotiations for shippers’ contracts with
railroads). Defendants argued that class members used the increase in the fuel
surcharge to negotiate reductions in their base shipping rates, offsetting the

surcharge for some class members. Id. at *55-57.

10
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The Rail Freight Court rejected the defendants’ offset argument for two
reasons. First, the court explained that plaintiffs were only required to “show by a
preponderance of the evidence that common proof can be used to [determine]
whether payment of th[e] fuel surcharge caused class members to pay more for
shipping than they otherwise would have paid.” Id. at *42. Both plaintiffs’ expert
and defendants’ expert performed regression analyses using defendants’
transactional data, i.e., “evidence common to the class.” To defeat class
certification, defendants should have been focused on disputing “‘the use of the
methodology itself, not the results of the methodology.”” Id. at *61 (quoting In re
EPDM, 256 F.R.D. at 96).

Second, the court was persuaded that there was no systematic discounting of
base rates to offset surcharges, where “the evidence in the record,” including
defendants’ deposition testimony, did not support defendants’ contention that the
surcharges caused systematic base rate discounts. [Id. at *56-57 (crediting
plaintiffs’ expert’s finding that, although “a nominal amount of discounting
occurred . . . there is no evidence of systematic discounting of base rates to offset”

the surcharge).'’

" In reaching its decision, the court distinguished Robinson v. Texas Auto Dealers
Association, a case cited by AirTran. AirTran Class Cert. Opp’n at 27-28 (citing
Robinson, 387 F.3d 416 (5th Cir. 2004)). In Robinson, the plaintiffs improperly
assumed, “‘unaccompanied by any other evidence,’” that an improperly charged

11
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For two reasons, the facts in Rail Freight are analogous to the facts at issue
in this case. First, the parties’ experts used class-wide data (including Defendants’
transactional data) in analyzing whether any purported base fare reductions were
caused by first bag fees and whether such reductions fully offset the fees. See
Expert Report of D. Lee, Ph.D. q 15, Ex. 4 to Delta Class Cert. Opp’n (Dkt. #221);
Class Certification Report of E. Gaier, Ph.D. Appx. XI (describing data sources),
Ex. 4 to AirTran Class Cert. Opp’n (Dkt. #222); Class Certification Reply Report
of H. Singer at 77, Ex. 29 to Pls.” Reply Br. (Dkt. #269). Defendants do not
dispute that a regression analysis using class-wide data is an appropriate
methodology for determining whether there were base fare offsets, but instead
dispute the results of the methodology. AirTran Class Cert. Opp’n at 30-32 &
n.120; Delta Class Cert. Opp’n at 10-14. Such a merits challenge is not a proper
basis for denying class certification. Rail Freight, 2012 WL 2870207 at *61.

Second, the evidence in the record, including Defendants’ deposition

testimony and contemporaneous business records, fails to support Defendants’

tax represented an additional charge that increased the final purchase price for all
class members, even though “‘some purchasers certainly negotiate a price that
excludes taxes, titles, and fees.”” Rail Freight, 2012 WL 2870207, at *56 (quoting
Robinson, 387 F.3d at 423). The Rail Freight Court found Robinson inapplicable
because the fuel surcharges — like the first bag fees here — “were uniform, were not
subject to negotiation, and were not discounted except in the case of anomalies,”
and “were intended to raise overall prices.” Id. at *61.

12
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contention that bag fees caused declines in base fares. See Section 1, supra; Pls.’
Class Cert. Reply at 7-10.

Moreover, this case presents an even simpler class certification issue than in
Rail Freight. In Rail Freight, the alleged fixed fuel surcharge was a percentage of
negotiated shipping fees and was paid in the same transaction that shipping fees
were paid. Here, by contrast, consumers cannot negotiate the amount of the bag
fee, and typically pay the first bag fee in a completely separate transaction from
their purchase of a plane ticket — i.e., the first bag fee is paid at the airport and a
ticket is typically purchased in advance of the day of travel. As the court
recognized in Blood Reagents, any purported offsets from such separate
transactions are not relevant in a price-fixing case. 2012 WL 3590269, at *¥16.'6

4, Reimbursement of Class Members Does Not Preclude Recovery or
Certification

Delta has argued that reimbursement of some class members by their
employers precludes those individuals from recovering and prevents class
certification. Delta Class Cert. Opp’n at 21-25. But a recent decision found that
direct purchasers can recover even if they were subsequently reimbursed by their

employers, and reimbursement therefore does not prevent certification. See In re

' 4ccord Pls.” Reply Br. at 19-24 (Dkt. #269). Offsets are not relevant as a matter
of law in price-fixing cases even if, as in Rail Freight, the allegedly offsetting
purchase were made in the same transaction. See id. But the Court need not reach
address that issue here.

13
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AT&T Mobility Wireless Data Servs. Sales Tax Litig., 789 F. Supp. 2d 935, 967
(N.D. I1l. 2011) (approving class-wide settlement and stating that “[i]f third-party
employers subsequently reimbursed Class Members for the pertinent
[over|charges, then the question whether such Class Members must in turn
reimburse their employers is a separate matter involving a question of law and
equity between the employer and employee.”). The same result is even more
appropriate here, in a direct purchaser antitrust case where the only question
relevant to injury is whether the price the purchaser paid was artificially inflated,
and downstream effects are irrelevant. See Pls.” Reply Br. at 17-21."7

Respectfully submitted this 31 day of August 2012.
/s David Flint
David H. Flint
Georgia Bar No. 246600
Jared Heald
Georgia Bar No. 342767
SCHREEDER WHEELER & FLINT,
LLP
1100 Peachtree Street, NE, Suite 800
Atlanta, GA 30309-4516

dflint@swillp.com
jheald@swfllp.com

Liaison Counsel for Plaintiffs

"7 Defendants fail to cite a single case in which a court has denied class
certification because some class members were reimbursed for their overcharges.
This is not surprising, as such a rule of law would bar class certification in virtually
every consumer class action.

14
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Washington, DC 20037
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Atlanta, GA 30327
cale@conleygriggs.com
richard@conleygriggs.com
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Robert S. Wood
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WESTBROOK & BRICKMAN, LLC
P.O. Box 1007

1037 Chuck Dawley Blvd., Building A
Mt. Pleasant, SC 29465
hrowell@rpwb.com

jward@rpwb.com

bwood@rpwb.com
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CERTIFICATION UNDER L.R. 7.1D

Pursuant to Northern District of Georgia Local Rule 7.1D, the undersigned
hereby certifies that the above and foregoing is a computer document prepared in
times new roman (14 point) font in accordance with Local Rule 5.1B.

So certified, this 31st day of August, 2012.

/s/ Jared W. Heald
David H. Flint

Georgia Bar No. 264600
Jared W. Heald

Georgia Bar No. 342767

Liaison Counsel for Plaintiffs
Schreeder, Wheeler & Flint, LLP
1100 Peachtree Street, N.E.
Suite 800
Atlanta, Georgia 30309-4516
(404) 681-3450
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CERTIFICATE OF SERVICE

The undersigned counsel certifies that on this day the foregoing was served
via electronic mail and will be electronically filed with the Clerk of Court using the
CMV/ECF system which will automatically send email notification to all counsel of
record who have appeared in this matter.

So certified, this 31st day of August, 2012.

/s/ Jared W. Heald

Jared W. Heald
Georgia Bar No. 342767

Schreeder, Wheeler & Flint, LLP
1100 Peachtree Street, N.E.

Suite 800

Atlanta, Georgia 30309-4516
(404) 681-3450
jheald@swfillp.com
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Exhibit 1
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Focus on the First Bag Fee Implementation

e FARES: Did you make a fare decrease simultaneously to the first bag fee implementation on domaestic network to ease communication to

customer?
o  There were no corresponding pricing reductions in our fare structure directly initiated because of baggage fees

«  OPERATIONS: What were the key success factors? Did they have a specific training of ground staff? Did they see an increase in hand bags?
Did they implement specific hand bag checks? How?
o The only key success factor Delta was looking for was new revenue
o  There was no new ACS staffing place to handle the increased transactions. All the kiosks were prepped to handle new payments; more
emphasis placed on automated technology. Majority of effort on communication to passengers (Kiosk/FTO signage), published

communication on website, corp comm.,, etc.
o Dramatic increase in hand bags (not explicitly measured) inferred from dramatic decrease in mix of pax checking any bags.

Na Bags 1Ba 2 Bags
L3 : Mix E YoY & Mix - YoY & Mix - Yova
April ‘08 50% 8.8 43% 4.7 6% (13.5)
July ‘08 51% 12,0 43% (11.6) 6% (0.9)
Nov 08 56% 13.1 39% (13.1) 5% (0.0}
Total {Apr ~Nov) 53% 118 1% (9.4) 6% (2.4)

o Nohandbag checks in place; FAA limits left in place

s  COMMERCIAL: Commercial impacts: how did they "accompany” this change towards customers? Did they see a change in customer
hehavior ("book away” or "“avoidance rate", ie customers travelling with less checked bags? Which magnitude?) What kind of exemptions
did you decide to implement (a free bag for Amex gold card owners...) ? Why ?
o Delta communicated the changes via corp comm.,, delta.com,
o The competitive impact to Delta was minimal — Delta was the last legacy carrier to initiate a first check bag fee. NW already had 1% bag
fee policy in place.
o From table above, the mix of passengers checking bags dropped by about (12) percentages points in the year following the initiation of

the first bag fee.
o Delta initiated immediately automatic watvers for First Class passengers and all Medallions (Million Milers, Silver - Diamond). Amex

“First Bag Free” rolled out Jater in October 2010

Domestic Waiver’s By Type

Waiver Type Mix
Front Cabin 11.6%
Medallion 19.9%
Amex 8.4%

Total 39.8%

»
°
o IMPACT: Results increase
o Delta domestic bag fee contributed ~ $750 M in201.1; 2012 forecast $781 M

Fee Chg: Aug '08
2nd Bag Fee - $50
($0/$50)

Highly Confidential

Fee Chg: Jan '10

Fee Increases

($25/$35)

{  waiver: Oct'10

Amex Gold Card

Tiil.L ( 1st Bag Free* )

e

i

DLBF-00182821
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From: Robert Fornaro

Sent: Friday, April 03, 2009 9:46 AM
To: Kevin Healy

Subject: RE:

agree

Robert Fornaro

President & CEQ

AirTran Airways

9955 AirTran Blvd.

Orlando, FL 32827

Tel: 407 318-5103;Fax 407 3185900
robert.fornaro@airtran.com

From: Kevin Healy
Sent: Tuesday, March 31, 2009 10:07 AM
To: Robert Fornaro

Subject: FW:

Bob — this is the analysis that Eric Ford and Tom Stalnaker did of the impact of first bag fees on consumer buying
decision and potential share shift. In short, the study validates that $13 is viewed as incremental and deesn’t impact
purchase decisions. As such, we will continue the first bag fee as dropping it will not result in any marketplace advantage
for AirTran.

From: Ford, Eric [mailto:Eric.Ford@oliverwyman.com)
Sent: Wednesday, March 25, 2009 10:59 AM

To: Kevin Healy

Cc: Stalnaker, Tom

Subject:

1 hope all is well. Here is a markel share analysis on the first bag fee. There are 2 attachments, the first attachment is a
PowerPoint summary of the findings. The second attachment is a spreadsheet laying out all of the detail. In summary,
controlling as best we can for capacity and fares, in head-to-head markets there was, on average, no discernable change
in share-gap before and after the bag fee was put in place.

Tom and | would be happy to discuss with you (ideally next week if possible, as Tom is at the PHX Symposium and | am
on my way to Florida literally in a few minutes).

Have a great week,
Eric (and Tom)

<<Bag Fee Analysis Presentation.ppt>> <<Work File xls>>

This e-mail and any attachments may be confidential or legally privileged. If you received this message in error
or are not the intended recipient, you should destroy the e-mail message and any attachments or copies, and you
1

Confidential AirTran001718223
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are prohibited from retaining, distributing, disclosing or using any information contained herein. Please inform
us of the erroneous delivery by return e-mail.

Thank you for your cooperation.

- -

Confidential AirTran001718224
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To File

from tdark Osterberg

Da Jany 15, 2000

Suhpect Haragemen”s Assassment of u-Tranas a Going Corcern

DRAFT FOR DSCUSSION —PRELIMINARY AND SUBJECT TO CHANGE
(purodwction

Fizancia. statements prepared maccordance with US GAAP are based on the
presumplion Lagt Lhe reporting entity will be able 1o contueue g o going corcern. A
going-concern is an entity which iz expected "to continue to meut its obligations 23
they becore due withovi substantal disposition of assets outside she ordinary
corir ol Tnsiness, Fesleuetar ng sl cebt, selernacly Dnead revisians of s
operat.ons, or sintlar actions.” When there are indicarors thata company may ot
Le able to mees its cbigations in the narma cou=s: of buginess during the y2ar
fol.owing the mos: recent balonee shoct date, botit managoment and the cutside
awditor are recuired to assess whetfer there is substantial doubt taat the company
las zmlity to contirue as a going concern. If thare is substantial doubt about the
company's abiiily Lo continue as & going corcern, 1he financial sialement foolnetes
e gonly i disussion ol e nskes g mp e ors of e sulslae el douht
about the compziy's inabiity te centinue as 2 going concern,

Tha going concerr gidanca currently resides in the audizing hiterature - sce
Appendix A for exceratz from the guidanca. Tais i a highly judgmantal area - far
example. there w rota defimzon v the Nerature of "substantial doukt®, -

Due w lollowing Marsgaiment Ias degmed it rgcessiry Lo evaluite whethe there
substanteal dout L adoul AirT-an’s ability 1o continae as a going conzerm:

AirTran incurred substamtal sperating anc net losses in 2008
Substant,ally all of AirITar’s assets ave p'edped coupled with AlrTrar's low
credit rat:mgs and adyerse narket conditions may make il citheult for A r'Tran Lo
rase sdditional zash thru debt financings in 2009.

« USmacro ccoacmic conditicns are unfavorable and ray worsen tn 2009

= Fuzl prices may be volatle agaie in 2009

Db BASE Bas recent’y publshed ar exposure draf: of a new aceounting stand arc
Lo move L1 guic ance to Lthe nccourting Meratura. Tha FASE exposure draft is very
similar wo the cuqrent auditing Lileraturc pu.dance.

| Page]
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o Aurlran’s agreemenls wilk its Uevo farpest cred b cardd processors give each
rrocessar the nght o incroease cash holdbacks if AirTran’s unrestricted cash falls
aclow agreed-ipen threshold levels

Tha nalance cf this memorand wm co 11aing Management’s assessiment nf wherher
there is a sL.bstantial coubt about AicTran's ability w2 continue as a going conce-1s

Soe Appendix B - 2008 PEL an Cash Flow Statements by Month

After o successful 2007, during which AirTean earned net tneome of 833 milior, we
planned @ grow 2000 capacity [as nieasured by availakle seat miles) between ten
sk twvelve pereer Dur origina 2008 slralogy was based an 3 strang LS. ceonamy
and ot fuol prices cons ston: wath 2007 levels, Hewewver, during 2008, the oconemic
gnvircnment deleriora ed. average et fuel prices ircreasad to recard kigh levels,
and the credit markets tightered. During 2008 we undertook a variety of actiors to
resprine b ke cialleages ol the high cost o el fuel and e deteroesting LS,
economiz envirenment includirg: reducing capacity starting ir. Seplember 2008;
ceferring now sircrafl deliver.es; sclling airsralt; reducing other capital

cxprend it res; ie plemonting increases in cortain tares and ancil ary tees; entering
L & varely ul deriviative fanancial arrasgeirents o bedee the cost ol fuel; 2nd
managing our eests and employment levels. We also ecompleted capital warket
transactions aggregatirg $375 million, inch ding: placing convartible debt and

com ron equity securities: executing of a letter of credit Facility to reduce (but not
eliminate) our exzosur= to haldbacks of cash remistances by a credit card precessor,
and arranginz a ¥#0 millicn revelving line of credis,

Despize our ellorts Lo incrense unil revenues, contmol cests and reduce deployed
caputily, alier six cunsecuive years of profilabilits, we reportedd an operaling loss of
$72 wllion and a neticss of 8274 willion For 2008, Inclided in o.p results are gains
on Lhe sale nfGiirerallo” $200 million, ac impai-mert chirge Lo write-oF goodw [l ol
.4 million anda non-operating 1085 on dexvative financial instraments of $131
milion. Tae 2003 cgs is atmributable to recard higa Zuel prices during the first nine
menchs o 2008, Hoewever, during the fedrth guartetr jot fuel prces desreased
cramaticzlly and Lt revenues mcreased d Je to damestic capacity reductions by
Foth AirTran and the US. aivliac indusiry. Corsequently we reporled operating
incorme for Lhe Toartiy guarler, The fourth suarter statement of cperations also
indhades mon-eperating losses o derivs dve financial insDnments whoeh resulled G
a pre-tax oss for the quarter.

The dramatic impact et tugl prices on A'lNran’s 2008 profitzb:lity can bo meast red
as ollows:

||
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e Had 2008 fuel prices remmned at the averaze 2007 level, Airlran's 2008 luel
expense would have heen 5370 millian lower

¢ lad fucl prices for the Sirst three quarters remawned at the averape 2007
leve,, AirTrar’s luel expense for the first three quarters cf 2008 wauld have
Fesan $38&F mitlin Jvwer

* Q4 2008 el expense was recaced by $102 ulion beezose Tue prces o Q4
geslined by 34 pereentoompared o the first bhree guarters (52.32 per gallon
fer the fourth quaster campared to §3.53 for the frst thre2 quarters)

+ The spikiag of fus prives was alse the primary cause 9l the 2000 Q4 $148
raillicn 1953 o tuel relzted tinancial nstruments.

Whle the WS arime zidasdry experieneed profitaoihily soallenges in 2008,
AirTran's challenge was magniZed by industry "eadlng capac ty growth - e page 3
of the Credil Suisse presentalivn, It clher words, An'Trun's PEL wus nlversely
imzacled by jueres azsoualed with capacity growth in the [ost eight meaths of the
year. ['or 2009, AirTran plans to shrink depleyed capacity (as measured by ASM's).

Torecap:

= After six congecutive years of profitabillzy, AlrTran cid ncur substantial losses tr
2004,

# The losses wore driven by 2 recard speke in fuel arices during the frst nine
NN g eXacerbaied hy an appressive growlh plan,

o During e feorth gua e, nit cevenues strerigilioned ged feeapl fuel prices
decreased, AirTrar returned Lo prefitabi'ity as the operating income leve |

«  Managemeat wook avariety of aggrassive stens to red.Jce e losses. raise capital
and reduee cisk needs

2099 Expacted Uperatiag Results and Gasl Flow

See Appendix G - 2008 Prelivninary Budyeled P& and Cesh Flow Statetrenls by

Menth

Jtis importart s note that e 2005 Budgered Cash Ulow fssumes 1q
borrowings under the Revolv ng lune of Credit Facility. Conseq.lently,
AirTran bas the discreticn o nerease unrestricted cash levels {above those
eflzcted jathe cash flcw arojectiop’ by 34 illic e acy point i1 tme;
Fosvever, iLowr unrestricted cash level excewds $305 millian, AirTran is
requarad Lo repay the amount over $305 million within business days,

Given the decling in fuel prices couplad with nur revenue natieck, we expact to he
solidly profitable in 2U0Y - we expect to ke profltable in each quarter, Dr revenus
and ‘uel budpets cauld koth be characterized as conservative. Our non-fucl
Cudgeted expenses are baszd on detailed department level expense sumissions
Ak analyses.

|
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2009 Revenue Dutlaok

AirTra i MunzgenenCaued ehagacter e Lhe 2009 reveque Budgel as "cunservalive
La cery conservative”,

We ate articipatiog 8 44 redetion in deploved capacity, Industey domest.e
capacity for 2009 s expected 2o decline by 6-9'%. Korrally a reduction in deployed
capacity woud drive s unit revenue increase. However, given the expecta:d
recessionary env.ronment we are budgeting a 1.4'% decrease (n passerger RASM.
W le sore shservers arz amticipaling desper dumestic sila= ndustry unit
revenue celerioraton, we hel.eve that the US airline tedestry has already taker
steps Lo miligale the impiast of the current recession. More speaifivally. in 2008 the
comest:c airlme mduslry responded 1o the luel price spike by reducing deployed
capacity, For example, indust:y capacity was dow:y ov about LOY nthe tourth
guarter o’ 2004 Congequently, the industry may be better posizioned *taan usual”
12 ¢op e WIth Lhe adyerse MASTeeanomie condizions in 2009.

Events at SoutwestSovthwess hode well for industry profizasiling. Ibis noteswerthy
that Southwest Airlines expects 1o shrink cepacity in 2007, additionally, due Lo the
cecling .nlucl prices, Southwes?t has lestits "all 1™ unit cost advantage. ‘[ne decline
in fuel grices has also adverscly impacted Southwest's balance sheet strength ast
Southwast nas had 1o returs substantial margin deposits 1o counterparties ard is
oW skb ect Lo marpin caily,

Also, 11 avsessing the reasenablenuss ¢f 1he 2009 revenue forecast, it 1z imporiznt w
rOTE

*  Duning tnelirst e mosntas of 2008, Artran adided substantial new sorvice
ta koth new and existing marksts. [n 2009, that servce wi | now be more
rsre.

¢ The sew marlets being added in 2009 have a higher than wzual probabilig of
ke.ng successful. The Cancun market is acing supaoited by charter nae ¢
progrziss baekad By seo Jrge toar eperiees. We will likely T the only
carrier servirg Branson in 2029,

¢ Durmg December 2008, we implemented a 15 hirst checked bag fee. Dur.ng
the month of Decembe: this resulted inan incremantal $4.3 milion ik cther
revenues. Dur plan for 2009 assumes reduct.on it chacked bage por
customel due to the fee, but results i over $80 million 1r adduional revenue.

Advence boozings through April conzinue to outpace the capacity recucticn, swhich
SUBEESL an increass 1 passergsr unilTeve 1wes, Despile Lhese trends, we are
asewming that passenger anit reventies will declae b each guarter of 2009, The
on.y rmonchs with positiva unit revenusz are those that are impacted by a shi'tir
travel holidays (Easter /April, Fhanksgn:rg/November).

|l
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2009 Fuel Coxt

Tha fuel grices used fer tae 2004 budget are basad on Lie crude oil futures cLrve,
Bot the ¢rude ¢i: fututes curve and Jraclk spreads chergs daily. Tac budgered 2004
average amazunts are as follews:

o Crade-502, | Formattes: Fond: J

+ Crack spread - $21.49, | Formanted: bom: 125 )

+ Coml.red crude and crack spread - SH3.49 | Formaltad: terd: ]

| Formattesd: Fom: 12 gt 1

As of Januiey 13 - Lhe prompl prive for crude wis $R7.7R und e vrack spresd weas g' Formakted: Fan: ]

£26.44 fo- a combined erude and crazk spread of $64.22, The crude futures oricc { Farmattad: for: (261 )
[or tav balancy of 20095 was $51.99,

Hased on the current markey, the 2009 hudgeted Muel arces are reasonable
canscrvative,

Cash F ow Sensitivity Analysis

Tha two largest 2000 operatirg cash Now risks relite to our Fevane performahos
an<t 1o fuel pnices, a1 order o evaluate that cash flow impacis associaled witl those
r1s<s we developed proforms cash flows tnder alternative assumptions, See
Appendix E for asurmimary of AirTran's profitatinty and unrestricted cash Bakinces
Licter alternabive fuel and RASM ascsumptines. Fuen uncler the most adverse [ancd
i ikely) assnmptiansy, cur unrestricsed cask halanee (including the $910 millian
available under the revzlving line of redit). exceeds 3300 million [atthe applicable
credit card orecess:ng agieement testing dstes’.

Whule warldwitle caprialmar ket condiciuns are adverse, there may by o portunittes
Lo ablzain addilional vendor financing and for chbyn additional egquizy capizal Foe
example, we are haviag discussions with GL abouta potential $10 10 520 million
finzncing securod by airzrafs parts. Wale debtmarkets epportunities may be
Tnrited, we keliove {based on sreliminary discussicns with investmenrt bankars)
thétshe Conirany could access equaty markets if adcéitional capizal was necded.

See tlached Lamidily Reporl 16 Resarel of Direclors for additional informaticn i het
AriTran Manzgenent's Assessmenl of the Capita” Martkets

| Page)

Confidential AdrTran024025166



Confidential

Case 1:09-md-02089-TCB Document 357 Filed 09/10/12

Ses allached Liquidity Reporiic Beard of Dirsctors for o summary of the Status of
ou: Credi: Card Precessing Agreements,

AirTranwas i compiianee with acl of its credit card processing agresments as of
Dezember 31. 2009, Uoth of our o major processars were extitled to a 30

ko chvack, The American Express hold back reguiretment seas satishod with she
Fo.doack of casls rens:ttances and the USBank heldback recuirement sas satisfied
with a leiler of crediv issued m favor of USBank. The USHank holdback regquiremerl
increased to 607 on [asuary 1, 2009.

Given Lhe recenl amendmenls we the v agreements, the rext mesninglal cash
threshold lest is March 31, If our unrestricted cosh levels are less than S300 mill o,
ezch of the precessors may merease its heldback leve.. Our procectsd casn level as
of Marca 31 is 3270 miliar betere any borrowitigs under the ravolving e of
credit Including maxiramm horrowings under the revoving line of credit, oLr
proected unrestricted Jash .ovel as of March 31 s S360 mullion,

Tha follawing could imoact tha Marcy 31 projected balance:

« [uel prices in excess o budgeted amaunts - s2¢ Cash Sensitivities Discussion

& reveniie snortfall - see Cash Sersitivities Discussion

Kon-completisr of budgeted aize=af sales. Budgered zlreralt salas sl $19.7

million te cash balances i3 1. There is some uncertainty as to whether these

sxles will be corsummated in Q.

¢ Payables management actities. Tie 2009 ¢ash farecast Assunigs no Agessive
cayables management in March, We estimate that we cculd increase cash
nalances by 320 m:lhwn W 330 m.loa by manzg.ny accolrls payable sl ke ead
ul e cnsiter

e Aggressive actun by Bank of Amees 1o foree dirTran to remnit additwanal
‘hecgiy deposits to Bank or Amer ca. See e lowing discussicn

Based on our 2000 budgeted cash flow, wae expaet cash ba anees ta bdid after March
as advanced uekel sales foer the summer wravel pericd inerease.

We Eelieve Liat we have pood relaticnsaips witk both American Express amd US
Bank. Each processor have orally stabed that shonld cur casl balances fall e'ow the
S07% huldback varsslricted cash thresaold level ($300 1 1Fon in urrestricted vasll.
the processor may not mpoase add:tiona. holdbacks. In other wards, each processcr
Fas informed us that thcy would be willing 2o consider waiving the covenant if thair
creditrisk peorle were comlortable that the risk f charpebacks vras not exvessive.
In ather weards, inthe unhikely event that wo fall below the 504 holdaack
rrmesitricted sasoy threxhond ($200 million) we wonld sers 1o have The enveranls
amended nr waized

Compliance with Leases. Loan and Derivative Apreements

gy
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During 2008 and as of December 31, 2008 ArTran was in compizice with all loan
amnd ease sgreements. We do not expect to be nun-compliaat with any loan or lease
dgresments .n 2009,

Baak of Aimmerica has requested that we provide additionsl col.ateral related to huel
ansk DReryst rate Gerivetives, Wi have dechimed to pravicde the oollateral becarse e
Fave advised Bank of America that we lave a couttterclain due to acticns taken by
Hank of Armernica i late 2007 related Lo the Colum™ia Fund. Bark of Smencin s noe
currently act.vely seeking the adcitional mzrgin call callateral. Based on values as of
thiz date, shoald ve be regenre:d 1 provide the aduitioea, callateral, the losy wlvash
wauld beabout $18 milion. This mntter is currentiy under discussion with Bang of
Awmenct.

ond lzbor

especally cha pilats?, ate,

We kave poud ecdations will all sl e supplers. Boacing bas Bees astpeeially badsful
in providing credit suppeyt and backseop alooraft fnancing. Likew:se, we have goad
relaticns with aircrafl lzssors.

Our relaticnsnio with Eceingos especally strong. Boeing assisted us in 2008 with
significant cradit supacrt in the form of 3 3215 million lettey cf crediz and revolving
line of credit faclity. Boeing is also asgistng ue with zireraft salas and has agreed to
Provica hackstop arrcraft hrancing, Boeing assistec us with Sivancing in 2003, Our
prior dealings wath Boeing have been benaficial to both parties. Suould we need il
wie o ld Likely aeel addisicnal soproet from Reeing .o 2000

We kave generally gond relatiors with Jabos - hoth uniorized and not-unionized
employecs. The nrost praalemate relationship is with th2 National Pilots
Asscciation. The pilets’ contract became amendahle tn 20075, Withaut being
specic, the MPA s seekmg substantuil pilat compensation imereises. We are not
presently i aclive negations and the bargain:ng precess is still subject 1o med-abon.
Wi le the NPA has engaged in the customary "saber ratlling”, including forming 2
strtke corpamittee, we do nat expect a work stappage in 2009.

Any orner Akl s and wicertaictles thateould_signiticansty impacs cash flow
ﬂ]';hgr L‘J!Eal"’ !'!r aQry l]-'mvarabﬁ'

See Liguichity Resert o Buard of Directors for a summary cf AirTran's Polential
Near Term Cash Neecs.

Ag arastitofthe unwinding of 2009 unscenatrica’ fuel hadges in the Faurth cuarter
the campary's exposure te margin ¢alls 1s greatly reduced. Currently the campary
has murgm recuiremers of approximalely 224MM based on il m S38/bbL Shouldt
oil deop to 3254001, oLt margin reguirenents are expected to Mcrease to S38MM

jPagy]
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Should ai. rise t¢ $50/kb., pur marzin reguirements are exgecied o decrease to $13
M.

Any prejuctions of aivlng Fnanzial resats o8 subyeet Baacertaimsied - both Knawn
and unlknowni unceracaties, Mc one predicted the combined unasual eredit mar ket
conditions anc el price spike of 2004, The yesr 2009 may hr.ng unespected erents
as well. lHowever, AirTran’s management has historicaly responded both
aggressively and successully oo unespecisc events, See e Credit Suiyse
presentauon fon AirTran's resord of adaping to adversily, As i the past we will
aggressively respond 4o unexpected conditivns.

Conclusion

ArcTran's Mzrageir2it has consiuded that Uiereis nola substantial douk: about
AIFTras's ability leconinue a4 s going concert,. Tais tonclusing i based Targely on
the follosirg:

+ Except for 2008. AirTran has a track record of prolitability - AirTran
operated protitably in eazh al the six years prior to 2008

¢ The 2008 (05508 were driven entitely by aspikein ruel, Fugl has now
returncd to more nenimal lavels

* Al Lk operating income level, we neturned W proftability for the fourth
quartar 2008

e Asof 12731708 (and daring 2008) we were 1 complianes with 2|l
Agreements

e G.ven hesubstntual decline in fuel prives, we gel eve that AlrTran will be
pralitalle in 2009

e Our 2009 cash flnws are panjrezed toenahle s Lo mest ane akligalione s
they bescive duz

+ We have aken 2 variety of acticns te reduce aur cash flow needs in the
faiure

*» We have zood relations with key stakeholders

+  Consistert with AirTran’s track recosé, we will be active preactive inly to
cerling with any vnexrected adverse conditions that may anise

Wh.le we have concludad that thare s net o substant al dovstabeut AlFTran’'s
abiley Lo continme s s guing conzerr, fao'Iran may face lgaidily challenges o 2009,
Corneyuenaly, e Tuctnutes L the 2008 foneaa statenents will inslude a
discussion similar e tic fcllowing:

Uy 200t casty [ Tonss wall he gacied oy wvarets o Bisns ucluhiog our

cpenting resul, wehaduled daht mamuntes and capial oxponciure raqueneibents
T wllitionn e an ol wasloresmees o el imacases o collocee Tegnined

| g
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Ty cotnterparties et dertad.ve Rznozein] nsiment eeangenwints wsi vie cush
ons s s b dsessel aepasetecd e the eveut thin vne o more coadi cane
Fronessors wilhislds ot 1 seonlbotherw e be ool o us 8 prosek
comlemasies wourJdervalae hinanesal pestranent arcangements v sh eallateral
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IN THE UNITED STATES DISTRICT COURT

NORTHERN DISTRICT OF GEORGIA

ATLANTA DIVISION

Civil Action File No. 1:09:MD-2089-TCB

ALL CASES

IN RE: DELTA/AIRTRAN BAGGAGE FEE

ANTITRUST LITIGATION

VIDEOTAPED DEPOSITION OF
FREDERICK ALLEN CANNON

Atlanta, Georgia
March 22, 2012

Reported by:
Sharon A. Gabrielli, RPR, CCR B-2002
Job No. 47532
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March 22, 2012

10:06 a.m.

Videotaped Deposition of FREDERICK ALLEN CANNON,

held at the offices of Smith, Gambrell & Russell,

Peachtree Street North East, Atlanta,

1230

before Sharon A. Gabrielli, Certified Court Reporter of

Atlanta, Georgia.
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Georgia, pursuant to notice
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APPEARANCES:

ON BEHALF OF PLAINTIFFS:

DANIEL LOW, ESQUIRE
Kotchen & Low

2300 M Street NW
Washington, DC 20037

ON BEHALF OF DELTA and THE WITNESS:

RANDALL ALLEN, ESQUIRE
Alston & Bird

One Atlantic Center

1201 West Peachtree Street
Atlanta, Georgia 30309

ON BEHALF OF AIRTRAN:

ALDEN ATKINS, ESQUIRE
KATHRYN BRIDGET CODD, ESQ.
Vinson & Elkins

1455 Pennsylvania Avenue NW
Washington, DC 20004

ALSO PRESENT:

Rick Richey, Videographer
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Page 70
MR. ATKINS: Objection, form,
foundation.
THE WITNESS: Apparently so. I don't

recall this particular incident.

0 (BY MR. LOW) Were there any other occasions
when someone suggested to you that passengers were
irate about being charged a first bag fee?

A There were occasions when we took note that
there were complaints about bag fees. Occasionally you
get that.

Q Did you hear anything about complaints from

customers related to first bag fees charged by other
airlines?

A Um-hmm, frequently that would be included in
the complaint to us.

THE COURT REPORTER: In the complaint?
THE WITNESS: To us.
MR. ATKINS: To us.

Q (BY MR. LOW) Did you see anything more
generally in the newspapers or -- or magazines you read
about customer's reactions to first bag fees?

A I don't recall anything, nothing that stands
out.

Q After AirTran started charging a first bag

fee, are you aware of any changes to customer booking

TSG Reporting - Worldwide  877-702-9580
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Page 71

behavior?

A No.

0 Do you know whether the first bag fee
affected demand for AirTran flights?

A I don't know that.

Q We talked a little bit before about fuel
prices rising in 2008. Do you recall that?

A I remember they were starting to escalate,
right.

0 What affect did fuel prices have on AirTran's
profitability?

A It was a significant increase in cost. I

don't remember the dollar figure in 2008, but fuel is
one of the larger cost factors in an airline operation.
0 Do you recall that AirTran had a substantial
loss in 20087
MR. ATKINS: Objection, foundation.
THE WITNESS: I believe we did report a
loss in 2008.
0 (BY MR. LOW) Do you recall any actions taken
by AirTran to address rising fuel prices?
A We always address that through market
selection and fares. I was not in revenue management,
so I don't have firsthand knowledge of it.

0 How were fares affected?

TSG Reporting - Worldwide  877-702-9580
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Page 81
specifically about fees causing a shift in demand. We
simply talked about anticipated enplanements across the
calendar year.

THE WITNESS: The young lady has a
question.
THE COURT REPORTER: You're saying
employments or enplanements?
MR. LOW: Enplanements.
THE WITNESS: Enplanements.
THE COURT REPORTER: Okay.
THE WITNESS: Enplanements. Sorry.
E-N.
0 (BY MR. LOW) Did you have conversations with

anyone else at AirTran about what affect these had on

demand?
A I do not recall any.
Q Did you agree with Mr. Haak that fees did not

have a big impact on demand?

A Y&s.

Q What was the basis for your opinion?

A Just watching the activity in the industry.

Q Are you aware of any decision made at AirTran

to lower base fares in conjunction with the imposition
of a first bag fee?

A No, I was not in revenue management, so I

TSG Reporting - Worldwide 877-702-9580
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Review of Ancillary Revenues, Loyalty Program and
Alliances

April 13, 2010

The materials confzined in this document are infended i
supplement a discussion between AirTran Alrways and LE.K.
Consuiting on April 13, 2010 These perspectives are confidential
and will only be meaningful to those in attendance.
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Auckland
Bangkok
Begjing
Boston
Chicago
London
Los Angeles
Melboume
Mikan
Wfiimbats
MTiich
Ny Deihi
Newgbork
Pagjs

San Francisco
SW}IBJ'
Singapore
Sydney
Tokyo

Wroclaw

G6 Jo G abed ZT/0T/60 Palld /GE wawnood g01-68020-PW-60:T 8S€D



LB 1L2USP LJUOD

£6£/26TO0URILILY

AirTran’s passengers, including occasional business travelers, are highly
price sensitive when choosing among carriers for a flight

Customer needs by segment — important features when traveling
Points per respondent™

Leisure travelers Occasional Business Road Warriors
~88% of pax ~10% of pax ~4% of pax
Ticket price e T e BT
Number of stops
Tirne of flight
Level of edditional fees (e.g., bag fees)
Ease of booking tickets

Advanced seat selection
Flexible change / cancellation
Depariure from a major airpert
Priprity lines

FT membership

IFE (ex. Internet)

Recognition for travel frequency
Food options onboard
Packaged hotel / aclivities

Size / breadth of network
Upgrade purch. cption at check-in
Internet onboard

Booking assistance

Access to airport lounge

4 32401 2 3 4 4 -3 24901 2 3 4 4 3 210 1 2 3 4

Points per respondent Points per respondent Points per respondent

F L] L] L] T r B L T

- Least important ratings - Most important ratings

Note: * Respondents asked to rank most important and east important faclors. Mentions were welghted by ranking (e.g., 5 pis. for factor chosen as most important)
Source: L.E.K. survey and analysis

- CONFIDENTIAL
< ghirfran 7
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IN THE UNITED STATES DISTRICT COURT
NORTHERN DISTRICT OF GEORGIA
ATLANTA DIVISION

IN RE: DELTA/AIRTRAN } CIVIL ACTION FPILE
BAGGAGE FEE ANTITRUST y NO.: 1:089-MD~-2083~TCB
LITIGATION ) ALL CASES

VIDEOTAPED DEPOSITION OF GLEN W. HAUENSTEIN
ATLANTA, GEORGIA
THURSDAY, MAY 10, 2012

REPORTED BY: TANYA L. VERHOVEN-PAGE,
CER~B~1780

FILE NO. 48772
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May 10, 2012
1:14 p.m.

Videotaped deposition of
GLEN W. HAUENSTEIN, held at the offices
of Alston & Bird, LLP, Atlantic Center Plaza,
1180 West Peachtree Street, Atlanta, Georgia
before Tanya L. Verhoven-Page, Certified
Court Reporter and Notary Public of the State

of Georgia.
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APPEARANCES OF COUNSEL

On behalf of the Plaintiffs:

DANIEL LOW, ESQ.
Kotchen & Low

2300 M Street, N.W.
Washington, D.C. 20037

On behalf of Delta Air Lines, Inc.:
JAMES P. DENVIR, ESQ.
Boies Schiller & Flexner
5301 Wisconsin Avenue, N.W.
Washington, D.C. 20015

On behalf of AirTran Airways:
ROGER W. FONES, ESOQ.
Morrison & Foerster
2000 Pennsylvania Avenue, N.W.
Washington, D.C. 20006

THE VIDEOGRAPHER: Rick Richey

Page 3

TSG Reporting - Worldwide ~ 877-702-9580




Case 1:09-md-02089-TCB Document 357 Filed 09/10/12 Page 51 of 95

10

11

12

13

14

15

le6

17

18

19

20

21

22

23

24

28

Page 38
G. HAUENSTEIN
buy higher fares. And so we really were
investigating with the economy seeming to shift
negatively, would the business customers who were
contracted book away because we had fees.

Q What was your belief about whether
business customers would book away because Delta had
fees?

A I think actually business customers are
much more —-- are much less sensitive to fees, because
they tend to have contracts with the companies. And
I saw a lot of times the individual consumers don't
know what the actual fee structures are with the
companies, but know that they have to fly certain
alrlines because their company contracts with them.
So probably less sensitive than purely leisure.

Q Would you agree that in some instances
the fee is a tiebreaker?

A Well, I think that's what Bob was asking
for her solicitation as is this significant or is
this not, in that space.

Q Do you know what Mr. Cortelieu's position
was on first bag fees?

A No.

Q If you look at the bottom part of the

TSG Reporting - Worldwide  877-702-9580
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CONTACT:
Delte Corporate Communicatinns
404-7° 52554

Delta Aligns Policies and Fees to Offer Consistency for Customers Traveling on
Delta- and Northwest-Operated Flights

Fee structure reflects proven practices fram boih aifines that have been broadly accepted in markeiplace

ATLANTA, Nov. 5, 2008 — Delta Air Lines (NYSE: DAL} loday announced the aliganmeni ol policies and
fees for cusiomers fraveling on Delta- and Northwest-operated flights as the amiing works 10 ensure a
seamless and consistent customer expedjence during the inlegration of the lwo caiers.

Some of the changes to aligh Delta and Norlhwest's policies and fees include:

¢ Elimination of SkyMiles and WorldPerks award ticket surcharges — Effeclive
immediately, Delta will eliminate the $25-3100 fuel surcharges assessca for SkyMiles and
WorldPerks award lickei travel originating from the U.S. and Canada. The surcharges were
institued eanier this year by both aifines in response to unprecedented juel cosis.

+ Reduclion of Reservation Sales Direct Ticketing chargas - Delta, effactive Nov. 6, will
reduce the fee assessed for tickets purchased over the phone Irom a reservalions sales
represenlative from $25 to $20 consistent with Nodhwest's policy. Della will 250 reduce the
fee collectad when customners redeem either SkyMiles or WorldPerks award travel over the
phone with a reservations sales representative from $25 1o 520, As always, Thera will
conlinue to be no charge for custemers who book tickets and redeem award travel online at
either della.com or nwa.com.

¢ Elimination of curbside check-in administrative fees — Delta, effective Dec. 5. willl
discontinue 1he 83 curbside check-in administration fee. With tnis change. customers no
longer will incur an administrative tee tor checking bags via skycaps for Della- and
Norlhwesl-operated flights at arport localions worldwide, consisient wilh Norlhwesl's policy.

+ Alignment of first and second checked bag fees — Effective immedtately, for iravel on or
after Dee. 5. cusltomers flying within the United States will be charged $15 for the first
checkad bag and 525 lor the second checked bag when traveling domeshically, consisient
wilh Nonthwest's existing policies Cuslomers who purchased Della tickets on or before Nov
5, 2008. and who are traveling on cor after Dec. 5, 2008, will be charged 350 for a second
haq. fait will he permitted to check ther first bag withaut change porauant 4o Nella™s prevnus
policy  All customers flying in First or Business Class, including SkyMiles Medallion members
and WoildPeiks Elite members, will ieceive up lo thiee checked bays, up 10 70 gounds each,
for free. SkyMiles Medallien members and WorldPerks Elite mambers Mying in Coach Class
will receive up 10 two checked bags. up to 70 pounds each. for free, All customers lraveling
in full fare (Y} Coach Class, as well as custorners traveling internationalily will receive up to
two chacked bags, up to 50 pounds each. for free, U, S. Military personnel on aclive duty
with Lrave{ orders will continue to be able to check up to 10 pieces of luggage on Delta- and
Norhwest-operated mainline flights ar up to four pieces of luggage on Dekta Connection
flights, up to a maximurm of 100 pounds each, (ree of charge.

« Addition of "Ceach Choice Seats” on Delta flights - Last week, Della began offenng
cuslomers The ocpporunity tc purchase *Coach Choice Seats™ on select Delta and Drefta
Connection flights when they use self-service check-in within 24 hours of their scheduled
deparure tine. A service currently offered at Nodhweast, the pragram ofiers “Coach Cholce
Seals’ for $5-$25 based on distance lraveled and seat location. Additionally, SkyMiles
Medallion members, WorldPerks Elte members. SkyTeam Elite members and passengers
confirmed in Y ar B class may select a *Caoach Choice™ seat at a0 additional charge when
check:ng in anline or at a kicsk within 24 hours of departure. Coach Chaice Seals represenl

DLBF-00007006 Confidential DL-CID25324E-070006
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{ess than 10 percent of all seat assignments available on Delta-operated flights. SkyMiles
Medallion and WorldPerks Elite members will conlinue to enjoy access to prelerred seating
{i.e. select bulkhead, exit row and forward cahin-seating) without a charge al Ihe time of
boaking.

Most other Northwest baggage policies and tees will be aligned to Delta’s structure, eftective Dec 5.
Travel on Delta and Northwesl tickets purchased prior to the announcement of thesc changes will
continue to be governed by the priar Delia and Northwest policies. Additional details about Delta's newly
aligned policies ard fees can be found at delta.com.

"The increase in bags being carried on board Delta aircraft this year tells us that customers are nol
differentiating Delta as the only major airine not charging for a first checked bag,” said Steve Gorman,
Della's execulive vice president and chief operaling officer. "As we align cuslomer policies and fees lo
simplify the travel sxperience for our cuslemers throughout the merger, Delta is adopting proven practices
from bolh Della ard Modhwest lhat have been broadly accepled in lhe markelplace."

Althaugh Dalta and Northwesl policies and fees are being aligred ovear the vaxt 3¢ days. customers are
reminded to conlirue checking in for flighls and doing business directly with the airline operaling Lheir
fights just as they did before the merger Delta will conlinue operalion of the aiflines’ separate Web sites.
www. delta.com and www nwa.com, as well as the 1wo airlines’ reservations systems and |oyalty
programs. The companies will be integrated through & thoughtful process with customer benefils
continuing to roll oul over the next 12-24 months,

Delta Air Lines is the world's largest aidine. From its hubs in Atlanta, Cincinnati. Detroit. Memphis,
Minneapolis-St. Paul, New York-JFK. Sall Lake City and Tokyo-Narita, Delta and its Morthwest subsidiary
affer service to more than 375 destinations worldwide 1n 66 countries and sarve more than 170 million
passengers each year Della's marketing alliances allow cuslomers to earn ang redeem eilher Skybiles
or YWarkdPerks on more than 16,000 daily fights oftered by SkyTeam and ather partners. Della and ils
75,000 worldwide employees are reshaping the aviation industy as the only L.3, aifine 1o offer a full
global network. More information about Lhe new Delta is availzble anline al news.della.com.

i
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From; Matithew Klein

Sent; Tuesday, February 10, 2009 11:50 PM

To: Arne Haak; Robert Fornaro; Steve Rossum; Kevin Healy
Ce: Jason Bewley; Roger Morengc; John P. Kirby

Subject: RE: Crissey: investor Survey Results

Attachments: image001.gif

I know I'm going to sound like an economist here, but the further GM job cuts announced today
could be starting the bottoming process. 0il has to move with demand (assuming no major
disruption of supply or refining capabilities). Plus, I would think the job cut
announcements continue into the July/August earnings calls (and I'm hoping stop before we hit
1e% unemployment). The 56% of the country who fear losing their job 1s probably more
powerful of a spending deterrent than the 3% of Americans who actually do lose their jobs.
The job losses have to bottom out and then create easier yr/yr comps before RASM growth can
meaningfully commence,

I will assume the chief pessimist role for a minute and suggest that I think the survey
results may be accurate. The demand picture is so much worse today than it was 8 weeks and
even 5 weeks ago.

Today's further job losses and the market getting hammered won't be good in the short-term
for leisure demand, but I have to believe that our legacy competitors are getting absolutely
slaughtered on business travel. Our close-in RASM looks pretty bad yr/yr (with sustained
yields but bad volume) which means OA numbers must look worse than awful.

From: Arne Haak

Sent: Tuesday, February 10, 2005 6:00 PM

To: Robert Fornaro; Steve Rossum; Kevin Healy

Cc: Jason Bewley; Matthew Klein; Roger Morenc; John P. Kirby; Jamie Kogutek
Subject: FW: Crissey: Investor Survey Results

FYI - Revenue is in the spotlight. Investors are expecting a bigger than -4% decline in RASM
this year and no recovery until 2010.

Arne
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Arne G. Haak | AirTran Airways, Inc. | Senior Vice President & Chief Financial Qfficer
9955 AirTran Blvd | Orlando, FL 32827 | P: 407.318.5187 | M: 407.256.0796 |
Arne. Haak@lairtran.com

From: Kevin.Crissey@ubs.com [mailto:Kevin.Crissey@ubs.com]
Sent: Tuesday, February 10, 2009 7:35 AM

To: undisclosed-recipients

Subject: Crissey: Investor Survey Results

The results from our quick survey conducted late last week are below with details in the
attached note,

Please call us with any questions.

Best.

Kevin

US Airlines & OTAs

212-713-3562

Investor Survey Results Picture (Metafile)

* Snap Survey

Late last week we conducted a quick survey of buy-side airline investors to ascertain what
they are collectively thinking. The questions were simple and the detailed results are
presented starting on page 2.

* Results

Investors expect 2009 unit revenue (RASM) to be down more than the 4% to which Delta has
guided but generally not to double digit declines. This is in line with our forecasts. A
recovery in travel demand is not expected by most investors until the first half of 2010 or
later. The area of most concern currently is the revenue outlook rather than liquidity. Not a
single respondent views the fuel price as the biggest area of concern. What a difference a
few months makes.

* Stock implications

Being bullish on the stocks we had hoped that buy-side RASM expectations were much weaker
than our forecast. This is not the case. Buy-side expectations appear reasonable to us,
However, we are still surprised that the stocks are trading at these low levels, often
reserved for airlines with liquidity concerns.

Picture (Metafile)<<Crissey_Investor_Survey_ Feb_2009.pdf>>
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IN THE UNITED STATES DISTRICT COURT
NORTHERN DISTRICT OF GEORGIA
ATLANTA DIVISION
Civil Action File No. 1:09:md-2089-TCB

ALL CASES

IN RE: DELTA/AIRTRAN BAGGAGE

FEE ANTITRUST LITIGATION

DEPOSITION OF DARIN N. LEE
Washington, D.C.
December 15, 2010

Reported by:
Mary Ann Payonk, RDR-CRR

Job No. 35356
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December 15, 2010

9:07 a.m.

Deposition of DARIN N. LEE, held at the

offices of Boies, Schiller & Flexner,

5301

Wisconsin Avenue, Northwest, Washington, D.C.,

pursuant to Notice before Mary Ann Payonk,

Certified Realtime Reporter and Notary Public

for the District of Columbia.
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APPEARANCES:

ON BEHALF OF PLAINTIFFS:
DANIEL A. KOTCHEN, ESQUIRE
KOTCHEN & LOW
2300 M Street, N.W.

Washington, DC 20037

ON BEHALF OF DELTA and THE WITNESS:

JAMES DENVIR, ESQUIRE
BOIES SCHILLER & FLEXNER
5301 Wisconsin Avenue, N.W.

Washington, DC 20015

ON BEHALF OF AIRTRAN:
BERT W. REIN, ESQUIRE
WILEY REIN
1776 K Street, N.W.

Washington, D.C. 20006

ALSO PRESENT:

Rick Sanborn, Legal Video Specialist
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Page 171
D. Lee
those -- that randomness is captured through --

through these error terms.

) If you turn to page 21 of your
report --

A. Okay.

s -- the final sentence at the end of
page 21 -- at the end of page 21 onto page 22
reads: These models also demonstrate that, as

logic dictates, the recession resulted in lower
average based fares industry wide during the
first quarter of 2009.

A. I see that.

Q. Why -- why would logic dictate that a
recession resulted in lower average fares?

A. Why would logic dictate that fares

are lower in a recession?

Qs Yes.
A, Well, so there could be a lot of
reasons. In a recession, there tends to be far

less business travel and so, you know, business
travelers tend to be on average passengers

that -- that purchase higher priced tickets
that have fewer restrictions. Okay? And so

the mix of travel in a —- in a recession tends

TSG Reporting - Worldwide ~ 877-702-9580
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Page
. Lee
to -- tends to be more tilted away from -- from
those higher fare passengers.

In a recession, generally people are
much more -- become much more price conscious.
Okay? So whereas, you know, 1if -- if you're --
you know, i1f -- if you have a -- a great year,
you know, you're -- you're -- you're, you know,
your —-- your -- your —- your ownh personal
earnings are -- are high and -- and -- and --
and the value of your -- your portfolio of
investments is -- is rising and you -- you --
you're employed and you don't see any
uncertainty with regards to your employment,
you're -- you're less likely to be as price
sensitive when purchasing an airline ticket as
if you'd just lost your job and your 401K just
took a 40 percent hit.

You know, so there's a bunch of
reasons. I mean, I'm happy to -- to talk about
this more but, I mean, those would be a couple
of reasons just off the top.

Q. Is it fair to say that during a
recession consumers are more price sensitive?

A. I think as a general matter that

172
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PRESENTATION
Operator

Good morning, ladies and gentlemen, and welcome to the Delta Air Lines April 2009 quarter financial results conference call.
My name is Cynthia and | will be your coordinator. At this time, all participants are in Bsten-only mode until we conduct the
question-and-answer session following the presentation. (Operator instructions).

| would now like to introduce the call -- | would now like to turn the call overto Jill Greer, Director of Investar Relations for Delta
Air Lines.

Jill Greer - Delta Air Lines - Director of IR

Thanks, Cindy, and good morning everyone. Thanks forjoining us ta discuss Delta’s March quarter 2009 financial results. Joining
us from Atlanta today are Richard Anderson, Chief Executive Officer, Ed Bastian, Deita's President and Mank Halter our Chief
Financial Officer, Also joining us during the Q&A session are Steve Garman, our Chief Qperating Officer, Glenn Hauenstein, EVP
of Network and Revenue Management, Mike Campbell, EVP of HR and Labor Relations, Ben Hirst, our General Counsel, Paul
Jacobson, Senior Vice President and Treastrer, and Ned Walker, our Senior Vice President and Chief Communications Officer.

Richard will begin the call with a Delta and industry overview. Ed will then address our March 2609 guarter financial and revenue
performance and give an update on merger integration, Hank will conclude with a review of Delta’s cost perfarmance and
liquidity. We've allocated 25 minutes for executive comments. After their comments, we've allocated 25 minutes for questions
from the analysts, and we will then conclude the ¢all with a 10-minute Q&A with the media. When we get to the Q&A, I'd like
to request that you limit yourself to two questions. That should allow us to get as many questions in as possible during today's
call.

Today's discussion contains forward-looking statements that represent our beliefs or expectations about future events. All
forward-looking statements involve risks and uncertainties that could cause the actual results to differ materially from the
forward-looking statements. Some of the factors that may cause such differences are described in Delta's SEC filings. We'll aiso
discuss certain non-GAAP financial measures and you can find the reconciliation of those non-GAAP measures on our Investor
Relations website at delta.com.

With that | will turn the call over to Richard Anderson.

) I |
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Richard Anderson - Delta Air Lines - CEO

Thanks, Jill. Good morning and thanks for joining us today. This has been a challenging quarter for the global economy and
Delta was certainly not immune. However, it is clear that Delta's fundamenta! business strength is salid as we essentially broke
even for the quarter excluding fuel hedges and special items, We achieved in this one of the worst economic recessions in our
lifetime.

But before | get into the details | want to first thank the Delta team around the world for their hard work and dedication to
running a great airline. While tough days still lie ahead | have no doubt the people af Delta will get through these challenges
with professionalism, and unwavering coromittment to dellvering a first-rate travel experience to our customers. We have
recognized employees for their efforts with more than ten million in shared rawards so far in 2009 for meeting operational
performance goals. And thanks to the team for some really great work,

For the quarter, Delta reported a net loss excluding special items of $693 million. These results were impacted by hedging
decisions we made last year when crude was climbing to nearly $150 a barrel. What is critical to focus on is excluding special
items and fuel hedge losses of $684 million, we had a break even quarter. We generated positive cash flow from operations of
over $600 million during the quarter and our strong $5 billion liquidity halance was unchanged from the end of fourth quarter
2008. So we're in a sound position to deal with the current economic environment. We've got a strong financial foundation, a
diverse global network, unmatched benefits from the merger, and the best employeesin the industry.

Inthe midst of challenging times, it's even more important that we're running a solid operation. In February, Delta and Northwest
posted top tier results in completion factor and on-time arrivals as reported by the Department of Transportation. In fact, Delta
had its best February completion factor performance on record at 99.1%. Northwest kept its performance at the top of the
industry during the quarter and Delta improved its baggage results more than 20% year on year in the March quarter, So the
investments we've been making in technology and processes are paying off for our customers.

I think the biggest question out there now is the revenue environment. We've seen some signs of stabilization as the revenue
environment appears to have bottomed out. But it's still a bit early to call and we expect to face significant head winds throughout
2009. in addition to our announcement last month to reduce international capacity 10%, starting in September we're taking
further actions to increase revenue, reduce costs, and preserve liquidity. We continue to believe that unbundling our pricing is
the right thing for our customers and our business. To that end, Delta announced this morning that we will charge a §50 fee
for a second checked bag on international flights.

We're taking 40 to 50 aircraft out of the Delta fleet this year. This will include grounding all remaining B-747-200 freighter aircraft
atthe end of this year. We're also reducing over 30 regional jets this year. We're also focused on aligning our staffing levels with
reduced capacity. Our staff at the end of the guarter was down 6% compared to last year. This will be even lower after the end
of the summer travel season when most of of the 2,500 employees who participated in the voluntary programs will have left
the Company. So we are staying ahead of the curve on capacity adding new sources of revenue and maintaining our best in
class coststructure. The result is an industry leading liquidity balance that will help us weather this economic storm.

In the midst of challenging times our merger with Northwest is even more important. It differentiates Delta from the rest of the
industry. We've got an unmatched annual $2 billion synergy opportunity by combining the two companies. It's been a year
since we announced the merger, The deeper we get into putting the two airlines together the more we see the merger really
is a game changer. We built a tremendous amount of mamentum thraugh the integration of the two airlines. We're on track
to receive a single operating certificate from the Federal Aviation Administration by the end of the year and we worked out
seniority integration and representation issues for many of our work groups.

More than half the airports have been rebranded and consolidated. We have employees in new uniforms and our domestic
product is aligned. So really great progress. So while it is going to he a tough year no airline is better positioned than Delta.
We're focused on the fundamentals, running a great airline, making prudent decisions about capacity, costs and capital, and
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accelerating our unmatched benefits from the merger so that we'll be ready to take advantage of the up side when the economy
turns around.

With that | will turn the call over to Ed Bastian.

Ed Bastian - Delta Air Lines - President

Thanks, Richard. Good morning, everybody. Iwill join Richard in thanking iny Delta colleagues. We're in some pretty challenging
economic tirmes, and on top of that we're busy merging two companies into the world's largest airline. The Delta people continue
to step up to the challenge day after day. Thanks to all of you for your hard work and dedication.

Turning to our financial results for the March quarter excluding special items, Delta reported a net loss of $693 million or $0.84
per share on a base of 825 million fully diluted shares, This compares favorably to consensus estimates of a loss of $1.01. As
Richard mentioned, despite one of the worst economic back drops on record we would have reported break-even results for
the quarter if we had fuel at market prices. This point Is particularly relevant because we will largely be out of our legacy hedge
positions by June,

On a GAAP basis, we reported 3 net loss of $794 million in the March quarter which includes special items of approximately
$100 million. These specia items consisted of a $50 million charge for severance related to the voluntary workforce reduction
programs offered in January and $49 million in merger-related expenses. We generated more than $600 million in operating
cash flow and $100 million in positive free cash flow in the March quarter. Our aperating ¢ash flow allowed us to pay down aver
5500 million of debt in the quarter and make investments in the business while still retaining our unrestricted liquidity balance
ata healthy $5 billion, Unless otherwise noted as GAAP, all financial results and guidance we give today, including any comparisons
to the prior year periods, will be on a combined basis which includes the results for Delta and Northwest for all periads.

Turning to revenue, our total operating revenue was down 15% year-over-year in the March quarter, which reflects the weak
economic backdrop we're in. Delta's consolidated passenger RASM decreased by 12% with the yield down 9% and load factor
down three points. This was slightly worse than our guidance of unit revenue down 10% as yields on close-in bookings did not
pick up as we were expecting. Domestic passenger RASM decreased 11%. Domestic load factor was down less than 1% due to
our capacity reductions, However, yields were under significant pressure due ta aggressive sale activity,

Unit revenue on the international side was down 13% year-over-year with the yields down 6%. Yields in the transatiantic were
significantly impacted by foreign exchange and a weaker fare and cabin mix. Our pacific performance showed relative strength.
Revenue from other sources which includes fees from unbundling our ticket pricing offset some of the weakness on ticket
revenue. As a result, total unit revenue was down 9% as compared to 12% for passenger unit revenue, Based on the ATA data
we recently received for the March quarter, we continue to praduce a unit revenue premium to the industry.

Revenues in our cargo business were down $146 million or 44% on a year-over-year basis with about half that decline due to
freighter capacity reductions. The remainder was due to weakness in cargo volumes and yields due to the recession, We
announced this morning that we'll be discontinuing dedicated freighter flying and will ground our fleet of 14 747-200 aircraft
by the end of this year. Last year freighter flying cost us and we lost about $150 million. So this is a positive decision for the
Jong-term profitability of our cargo operation as we refocus our efforts on our belly business.

For the March quarter other nat revenue was up 18% ta approximately $900 million driven by ancillary revenues. Baggage fees
implemented in 2008 generated more than $ 160 million of revenue for the quarter. As Richard noted, we also announced today
a $50 fee for a second checked bag on international flights which we expect to generate over $100 million on a run rate basis
starting July 1st. Our strategy of unbundling product and services from the base ticket price clearly provides a valuable source
of revenue and gives customers the opportunity to pay for only those services that are important to them.
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In terms of our revenue outlook, while we have seen signs of stabilization in revenue trends, at the same time we haven't seen
any indications of improvement. Right now our May and June is shaping up to be similar to a combination of March and April.
Inshort, things aren't good but they're also not getting worse. Domestically our boaked load factors are down two to four points
year-over-year for May and June but we do expect stronger close-in build. Advanced yields are lower, due to aggressive pricing
and a weaker mix in booking and cabin mix.

Also our year-over-year comps will be more challenged as we head into the summer - as measured against the summer of 2008
given that was the peak of fuel surcharges and fuel cost driven fare increases. Corporate travel trends continue to be soft, but
the pace of decline in business yields and bookings has definitely slowed. Our international book load factor is down four to
six points for May and June, but we are expecting demand to build closer as we approach the summer travel period.

We've been an industry leader in addressing the deteriorating demand environment. Last manth we announced a 10%
international capacity reduction starting in September. | think it's important to note that we have no limitations or restrictions
on our needs should we need to further reduce capacity. While we haven't seen ~ excuse me, while we've seen signs of
stabilization f think | would echo the comments of our peers that we're not ready to cali bottom yet, We're more confident in
the stabilizing the trends on the domestic side. International year-over-year comps are tougher and we'll likely have a better
indication as we head inta the peak of the summer travel season. So we'll continuse ta monitor advanced revenue trends and
be prepared to make further adjustments to capacity as warranted,

In terms of capacity guidance, we expect our system capacity to be down 5% to 7% year-over-year in the June guarter with
consolidated domestic capacity down 6% to 8% and our consofidated international capacity down 5% to 79%. For the full year
we expect system capacity to be down 6% to 8% with our consolidated domestic capacity down eight to ten points and our
consolidated international capacity five to seven points down. In connection with our capacity reductions, we're planning to
remove 40 to 50 mainline aircraft from the Delta fieet which includes the 747 freighter | mentioned earlier. On top of that we're
alse removing over 30 Rls.

As to the merger, we're pleased to say that the integration is moving faster than we bad planned. During the March quarter we
realized about $100 million in synergies and we're on track to generate at least $500 million in merger synergies this year. As
Richard said, we've rebranded a large number of our stations including the top domestic Northwest hubs in Minneapolis, Detroit,
and Memphis and we've painted 50 Northwest aircraft in the Delta livery. We've also launched important initial cross fleeting
routes in key market such as Honolulu, London, Paris and Rome inter changing Delta and Northwest metal and those cross
fleeting decisions are performing very very well. In fact the 747 we moved on to the Atlanta-Honolulu run had a 20% plus load
factor its very first week.

We're on track to achieve a single operating certificate by the end of 2009. Speed is critical in the receipt of the SOC as it really
starts to unlock the full value of the network and operationaf synergies. We're also bringing benefits quickly te our customers,
while we make this a seamless transition. All Northwest flights are now available for sale on Delta.com and customers can
seamlessly merge points from SkyMiles and WorldPerks accounts, We're also on schedule to integrate the frequent flyer programs
completely by the fourth quarter of this year.

S0 you can see the integration is progressing very well, We're focused an accelerating integration activities where we can
ramp-up. As we get our synergies in more quickly. That will certainly help us to offset some of the revenue weakness we're

experiencing from the recession.

With that [ will turn the call over to Hank Halter.
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Hank Halter - Delta Air Lines - CFO

Thanks, Ed. Good morning, everyone. Reviewing Delta's cost performance for the March quarter total operating expenses
excluding special items decreased $1.1 billion year-over-year with $874 million in lower fuel expense. For the March quarter
main line CASM excluding fuel and special items was 7.76 cents an increase of 5% year-over-year. That 5% is better than our
most recent guidance of up 8% due in part to lower revenue related expenses but also resulted from improving productivity
across all of our divisions. Thanks to the entire Delta team for continuing to be vigitant about costs each and every day.

Excluding the impact of pension expenses, mainline nonfuel CASM was up only 2% despite a 7% reduction in main line capacity.
Non-operating expenses were $96 million higher in March quarter this year versus last year, largely as a result of noncash
purchase accounting related to debtdiscount amortization. We'll continue to face some cost pressures in the June quarter from
pension expense and from the timing of removing costs related to capacity reductions. As a result, we're expecting second
quarter main line nonfuel unit costs to be up 3% to 5%, and that includes three points of pension impact. While we have some
cost pressures from pensions and capacity reductions, the year-over-year GAAP in our main line nonfuel CASM will narrow
throughout the year as we remove more capacity related cost, We have a solid track record of achieving our CASM targets and
will maintain that strong cost discipline.

With regard to fuel and hedging, we hedged 77% of our first quarter fuel consumption, resulting in a consolidated all-in price
of $2.26 per gallon. Included that in fuel price is $684 million or $0.71 per galion of hedging losses on settled contracts, During
the quarter, we continued to add to our hedge portfolio albeit at a slower pace. The steepness of the forward curve and the
hefty prices on options significantly increased the cost of hedging. So we need to proceed cautiously in this environment.

Inthe June quarter we've hedged 75% of our anticipated consumption. Based on crude of $50, and a $10 refining cost spread,
we expect our consolidated fuel cost per gallon 1o be $2.08 all in, and this includes a $0.45 per gallon impact from fuel hedge
lasses. We expect cash collateral requirements on hedges to decline to approximately $100 million beyond the June quarter.
And based on the current forward curve our fuel hedging losses will be $0.18 per gallon in the third quarter and down to $0.03
per gailon in the fourth quarter.

In terms of earnings performance for the upcoming June quarter we're expecting a positive operating margin in the 4% to 6%
range as lower fuel prices and one of our seasonally strong quarters offset the impact from the global recession, fuel hedge
losses, and higher pension expense, For the full year we still expect to be profitable as merger synergies along with the benefits
of lower fuel prices and capacity reductions offset the deterioration in revenue.

Our liquidity position remains strong during the March quarter. On March 31st, we had $5.0 billion in unrestricted liquidity
which includes $4.5 billion in cash and $500 million undrawn line of credit. These figures do not include $460 miliion in net
hedge margin posted with counter parties, The key point on liquidity is that our unrestricted balance was unchanged during
a very difficult quarter where we continued to make debt pilots and investments in our business. We generated paositive cash
flow from operations of over $600 million in the March quarter. With that we were able to fund debt maturities, capital lease
payments, and cash capex. [n the quarter, we also took delivery of 11 aircraft and issued $500 million in aircraft debt. We sold
10 Boeing 757 aircraft and one DC-9 aircraft during our March quarter,

Forthe end of the June quarter we're targeting to grow our unrestricted liquidity balance to $5.6 billion. We have very manageable
debt maturities and capital lease payments of approximately $400 million in the second quarter, and net capex of $650 million
with about $550 million of that for aircraft parts and modifications. By the end of the June quarter we will have covered nearly
two-thirds of our expected debt maturities and capex for the full year and grown our liquidity balance.

During the quarter we're taking delivery of three Boeing 777s and two CRJ 900s and have committed financing in place for
those deliveries, And then beyond the June quarter we have only three aircraft deliveries remaining and already have financing
commitments in place for those as well. So for 2009 we're targeting to grow our unrestrict liquidity and end the year with a
balance between $6.0 billion and $6,5 billion,
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S0 in closing, while there have been indications that demand trends may be stabilizing, we're still expecting the balance of
2009 to be difficult. We're in the worst global recession of this generation and the revenue environment remains weak and
certain, Delta's industry leading cost structure, solid cash balance, and benefits from the merger, combined with the best
employees in the industry, put us in a unique position to weather these tough ecanomic times.

| want to sincerely thank the Delta team for all they do every day to make Delta the best airline to fly, the best place to work,
and the best investment for our shareholders.

Jill Greer - Delta Air Lines - Director of IR

Thanks, Richard and Hank, We're now ready for questions from the analysts. Cindy, would you please review the process for
asking a question. And again we ask everybody 1o limit themselves to two questions.

QUESTIONS AND ANSWERS

Operator

Thank you. Today's question-and-answer session will be conducted electronically. We will first take questions from the analysts
and then from the media. We ask that anyone from the media please hold your questions until that time. {Operator Instructions}
We will pause for a moment to give everyone an opportunity to signal, And we'll take our first question today from Mike
Linenberg at Banc of America.

Mike Linenberg - Banc of America - Analyst

Mi, good morning, everyone. Two questions here. The $150 million that was -~ well, the loss from the freighter operation last
year is in the synergies for this year, the $500 million, or maybe it's the synergies for 2010, since’s year end 2009 doees, that
include the benefits from shutting down the freighter operation or is that in addition to it?

Ed Bastian - Defta Air Lines - President

Mike, in the $2 billion total synergy bucket, we do have benefits from shutting the freighters down. I'm not sure the number is
$150 milllon. That's a little high. We do have some benefits in the current year as well. But the large synergy benefits will kick
in next year.

Mike Linenberg - Banc of America - Analyst

Okay. And then just the freighter operation, if you can just remind me, the frefghter operation today, it is using combination --
the frequencies that they use in and out of Japan and { think in some of the other markets where there are restrictions in place,
those can be used by your passenger airplanes, right?

Ed Bastian - Defta Air Lines - President

Correct,
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Mike Linenbery - Banc of America - Anaiyst

Okay. Then my second question just has ta do with RASM. Ed, as you indicated, for the March quarter, | believe you were originally
forecasting 10%, and RASM came in, | think down 12. And it had to do with the lack of close-in bookings really materializing
Jater in the quarter. | know you indicated when we look in the June quarter, that at this point you are anticipating, | think both
domestic and international, you indicated that you thought that you would see a better performance in close-in bookings.
What's behind that view? Is that more of a hunch, or are you actually starting to see maybe things firm up to give you some
confidence to make that statement?

Ed Bastian - Delta Air Lines - President

No, we're -- the close-in bookings came in, Mike, in March it was the yields on the close-in bookings that didn't strengthen as
we thought they might. The guidance we're projecting for May and June really is very comparable to the performance we've
--we saw in March and we're seeing in April. So, no, I'm not certain that we're saying it's going to improve as we loak forward.

Mike Linenberg - Banc of America - Analyst

Okay, very good then. Thank you.

Operator

We'll take our next question from Gary Chase at Barclays Capital.

Gary Chase - Barclays Capital - Analyst

Goed morning, everybody. Just a quick question on the -- just a quick cleanup question on that freighter issue, The $150 million
was a loss generated. Can you just give a sense of what the revenue base from the dedicated as opposed to belly cargo business
was?

Richard Anderson - Delta Air Lines - CEQ

This is very general, but it's about $400 million to $500 million as | recall.

Ed Bastian - Delta Air Lines - President

Yes, | mean we obviously, we've been winding them down over the course of the last six to nine months, so Richard is right it
is in that 3400 million to $500 million annual range.

Gary Chase - Barclays Capital - Analyst

Okay. And then the change in cost guidance, how much of that is your forecast for revenue related costs coming down and
how much of that should we think Is more sustainable as we move into what hopefully will be a better revenue environment?

Hank Haiter - Delta Air Lines - CFO

Yes, na that cost improvement that we had in the quarter relative to our guidance was -- say about a third of it was due to the
revenue related expenses. A third was productivity acrass the divisions. And | think another third is just acceleration of synergy
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opportunities. We're taking this opportunity in the Company as the recession is here to look at every opportunity to accelerate,
and that's one thing we were able to do during the quarter. And we'll continue to do going forward.

Gary Chase - Barclays Capital - Analyst

Okay, and Hank is that a reasonable way to think about the forward looking change in guidance too for the fuil year?

Hank Halter - Delta Air Lines - CFO

Yes, as you look forward, as we've talked about, we still have that pension pressure and that is about three points each quarter,
But you will see the CASM performance improve each quarter, so quarter-over-quarter. And the acceleration will certainly benefit
that. You will see our full year CASM guidance as improved slightly from the prior guidance we gave. And that synergy acceleration
and productivity across the Company is certainly helping us achieve that goal.

Gary Chase - Barclays Capital - Analyst

Okay and just one last quick one, could you parse out how within the transatlantic business, how the revenue performance was
in what [ would call “core Europe"” versus some of the other flying that you are doing, say Johannesburg and things fike that?

Glen Hauenstein - Delta Air Lines - EVP, Network and Revenue Management

Hi, Gary, it's Glen. We have kind of a -~ I'm going to spin it a little bit differently. We have the coastal hubs which are Atlanta and
JFK which seem to be outperforming the interior hubs into Europe. So really it's a point of sale US issue coming out of the mid
states that's really impacting us. That's the more discernible of the two.

Gary Chase - Barclays Capital - Analyst

So it's not really within the Atlantic business on the other side, it's just on the US side is where itis differentiated?

Glen Hauenstein - Delta Air Lines - EVP, Network and Revenue Management

The differentiators are more based on the interier US points underperforming the coastal gate ways.

Gary Chase - Barclays Capital - Analyst
Okay, thanks, guys.

Operator

And we'll take our next ¢question from Helane Becker at Jesup & Lamont.

Helane Becker - Jesup & Lamont - Analyst

Thank you very much operator. Hi, guys. | wanted to talk to you about some of the routes that are unique to Delta and their
performance. For example, your Africa operations. Can you just sort of address how they're shaping up relative to your

I |
www.streetevents.com Conlact Us I'

i 2009 Thomison Financial, Republished with pormission. No part of this publication may be reproduced ar transmitted in any form or by any means without the
prior written cansent of Thomson Financial.

DLBAG-00015178



Case 1:09-md-02089-TCB Document 357 Filed 09/10/12 Page 78 of 95

FINAL TRANSCRIPT

Apr. 21. 2009 / 10:00AM, DAL - Q1 2009 Delta Air Lines, Inc Earnings Conference Call

expectations? And relative to what you are doing in terms of when you are talking about capacity that's coming out can you
be a little more specific about where those routes are?

Glen Hauenstein - Delta Air Lines - EVP, Network and Revenue Management

Certainly { can tell that you Africa has been an impressive result so far year to date. We have a lot of new cities coming in Africa.
We're optimistic about the bookings. They look relatively solid. And then -- what was your other question? I'm sorry.

Helane Becker - Jesup & Lamont - Analyst

You had talked about international capacity coming down in the second half of the year, more than you were already talking
about, when you spoke to us the last time. So can you just say where the differences are coming from?

Glen Hauenstein - Delta Air Lines - EVP, Network and Revenue Management

We will make an announcement here in the next month or 50, a public announcement about where those capacity reductions
will be hitting. We have publicly said by the fourth quarter we will be down 10% internationally versus previous guidance. 50
the details of that will be forth coming over the next six to eight weeks here.

Helana Becker - Jesup & Lamaont - Analyst

Okay. Well, that's it then thank you for your help.

Glen Hauenstein - Delta Air Lines - EVP, Network and Revenue Management

You are welcome,

Operator

And we'll take our next gquestion from Jamie Baker at JPMorgan.

Jamie Baker - JPMorgan - Analyst

Hi, good morning everybody.

Ed Bastian - Delta Air Lines - President

Goaed morning, Jamie.

Jamie Baker - JPMorgan - Analyst

I don't want to beat the dead horse an the revenue language, but Ed when you talk about stabilizatien, it isn't clear if you are
talking about year on year revenue declines or year on year RASM declines. And obviously the reason it makes a difference is
that ifit's only revenue that's stabilizing, then RASM probably gets a little worse from here, I'm just not sure if this is what you
are necessarily hoping to convey.
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Ed Bastian - Defta Air Lines - President

We're largely talking about RASM, Jamie.

Jamie Baker - JPMorgan - Analyst

Okay. That's helpful. And as a follow-up, the liquidity guidance was diminished a bit. | realize it's not an encrmous amount.
Anything behind the math there other than what's heing captured by the diminished margin guidance?

Ed Bastian - Delta Air Lines - President

You're talking about the end of the year liquidity?

Jamie Baker- JPMargan - Analyst

Yes, the $6 billion plus which | believe was revised down from kind of $7 billion roundish number.

Ed Bastian - Delta Air Lines - President

We're estimating somewhere between $0.5 billion to $1 billion to be the revenue hit from where we thought it would be start
of the year, So that's accounting for the net liquidity reduction.

Jamie Baker - JPMorgan - Analyst
Qkay, perfect, thank you very much.

Ed Bastian - Delta Air Lines - President

You are welcome.

Operator

And we'll take our next question from Hunter Keay at Stifel Nicolaus.

Hunter Keay - Stifel Nicolaus - Analyst

Thanks, guys. Good morning.

Ed Bastian - Delta Air Lines - President

Good morning.
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Hunter Kaay - Stifel Nicolaus - Analyst

Quickly on the capacity, to follow up on the previous question, | know more details are forthcoming but the incremental capacity
that you are taking out internationally, I mean it's also noted that your full-year mainline capacity is within still in the same
range. So we should assume this is going to be aircraft that might be deployed to domestic routes or is this kind of a utilization
thing? | mean, what are some of the moving parts behind that number?

Ed Bastian - Delta Air Lines - President

J will start, Glen can had a color. Hunter, we're not providing a lot of detail because we're not announcing where the capacity
is coming out. You should not assume you are going to be seeing aircraft come back into the domestic system, though.

Hunter Keay - Stifel Nicolaus - Analyst

Okay, fair enough. And quickly, would you care ta maybe -- | think we can probably imply, based on some of the other numbers
you've already discussed, but maybe update the PRASM guidance that you guys provided in January of down 49%?

Ed Bastian - Defta Air Lines - President

No, I'm not sure we're in a position to update that now.

Hunter Keay - Stifel Nicolaus - Analyst

Okay, that's it, thank you.

Operatar

And we'll take our next question from Michael Derchin at FTN Equity Capital.

Michael Derchin - FTN Equity Capital - Analyst

Good afternoon. Your pacific RASM was very impressive, down only 2.8%. | wander if you could elaborate on that very good
performance, and whether you think that's sustainable for the balance of the year?

Glen Hauenstein - Delta Air Lines - EVP, Network and Revenue Management

Well, | think that we're favorably impacted by foreign exchange to the tune of about four to six points. In addition to that we
had very strong performance on the Japanese beach marks. And we had taken a lot of capacity actions in the off season in the
transpacific as well as the inter ports. So | think a combination of all those actions resulted in some fairly good relative pacific
performance.

Richard Anderson - Dejta Air Lines - CEO

I would add one other point, which is one of the first things we did after the mergerwas really spend a lot of time on the strategy
for the pacific. And taking the Delta strength, the strength of the Delta network and hooking to the that pacific network. And
50 you are beginning to see a fot of that sort of pay off of hooking that Delta network into the Northwest network, number one.
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Number two, the hub in Narita becomes very valuable, because overflies, particularly from Asian carriers, have significantly
diminished. And so when you look at the utility that our netwark provides and the strength of combining the Delta network
with the Northwest network, you see a dramatic improvement. And it's some of the improvement that you will see over time
that will continue as a result of the integration of the two airlines.

Glen Hauenstein - Delta Air Lines - EVP, Network and Revenue Management

And ! couldn't agree more. | just - to adjust expectations maving forward we dao have a lot of incremental capacity in the
transatlantic hooking up those networks this summer. So that would probably in the short run, have a little more downward
pressure than we have had in the first quarter.

Michael Derchin - FTN Equity Capital - Analyst
Thartks, guys.

Richard Anderson - Delta Air Lines - CEQ
Thank you,

Cperator

And we'll take our next gquestion from William Greene at Morgan Stanley.

William Greene - Morgan Stanley - Analyst

Hi, Glen, just one quick follow-up there, You mentioned FX effects of four to six points. You meant negative on the currency on
the international side?

Glen Hauenstein - Delta Air Lines - EVP, Network and Revenue Management

This is for yen-based.

William Greena - Morgan Stanley - Analyst

Okay, what was the total international impact from currency changes?

Glen Hauenstein - Delta Air Lines - EVP, Network and Revenue Management

In the transatlantic, it was minus six to eight year-over-year. And in the pacific it was plus four because most of our transpacific
is yen based,

William Greene - Morgan Stanley - Analyst

Okay. And then Glen do you have a sense for how much the revenue is affected by the loss of fuel surcharges on the international
side?
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Glen Hauenstein - Delta Air Lines - EVP, Network and Revenue Management

To date, actually surprisingly the impact has not yet been realized in the transatlantic because the tickets for the first quarter,
which were probably mostly ticketed before the rundown in fuel, and certainly before the rundown in the surcharges, hadn't
impacted it yet. So when we look to the second quarter we have a couple of real hurdles to pass because certainly in the
transatlantic we will start to see the reduction in the fuel surcharges on a year-over-year basis as we get into the second and
third quarters. And that to me is going to be the big negative we have to overcome for comps.

William Greene - Morgan Stanley - Analyst

Is it just a transatlantic impact oris it all international has the fuel surcharge?

Glen Hauenstein - Delta Air Lines - EVP, Network and Revenue Management

Itis all international but primarily Japan and the transatlantic are the two big drivers there,

William Greene - Morgan Stanley - Analyst

Okay. One quick gquestion on liquidity. Do you guys have any you know unencumbered assets left and how much cash are you
to receive from Am Ex this year?

Ed Bastian - Delta Air Lines - President

Bill, we don't have any material unencumbered assets at this point. We received the full $1 billion from Amex in December And
the run rate benefits of the new contract are $500 million a year. We received that as spending occurs over the course of the
year.

William Greene - Morgan Stanley - Analyst

Okay. That's great, thanks.

Operator

And we'll move to our next question which comes from Kevin Crissey at UBS.

Kevin Crissey - UBS - Analyst

Good morning, Wanted to ask about any potential changes you might make in your distribution strategy, whether it be on-ling
or off-line, maybe some opportunities to save some commissions and foreign points of sale? If could you talk about your
distribution strategy.

Richard Anderson - Delta Air Lines - CEO

This is Richard. We have moved domestically share to Deita.com, and we're probably will get up to 37 to 38% of tickets issued
on Delta.com. So we continue to push our direct to consumer channels. And, in fact, it actually made sense for us to reduce our
reservation fee given the yields that we have from telephone sales. So that's the first piece of the equation.
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The second piece of the equation, across the transatlantic, is the joint venture with Air France and KLM. And moving rore away
from general sales agents to the joint venture relationship with our partners in the transpacific. Third, | just think over time the
industry has to evolve more to the mold of other industries where people pay us for our content rather than us paying them
to take our content, Because our content is very rich. And | think it's going to continue to evolve as distribution costs decline.
And when you look at the value that we provide when we service a reservation versus on-line travel agencies and others, it's
really significant. So continued focus we have a number of synergies that will also come fram combining the GDS and OTA
agreements between Northwest and Delta.

Kevin Crissey - UBS - Analyst

How far away might we be from that world where you get paid for content, and when you speak of that are you referring to
GDSs and OTAs as well? American, Gerard mentioned that as well.

Richard Andersan - Defta Air Lines - CEO

| think OTAs for sure. The travel management firms, the large management firms provide a pretty valuable service to our
corporate customers, And while | think aver time the GDS model will also change and the cost per hooking will continue to
decline, because all the contracts that carriers are under right now were negotiated a few years back, and we won't be up for
renewal for a few years. But | think the travel management firms have an importantlong-term role to play for large corporations
in terms of managing their total travel and keeping up with the - with their employees around the world, But the GDS costs
will continue to decline, and ultimately the on-line travel agencies should pay for the cantent the way they do for hotels.

Kevin Crissey - UBS - Analyst

Terrific, Last follow-up. if you did 38 to 37% of your tickets on Delta.com how much would have gone through an OTA?

Richard Anderson - Delta Air Lines - CEQ

I didn't understand the question.

Kevin Crissey - UBS - Analyst

I think you mentioned 37 to 38% of your ticket are purchased through Delta.com. How many would have come from Expedia,
Priceline, or other OTAs?

Richard Andersan - Delta Air Lines - CEO

Comparable to less than that. Probably in about the 30% range, | think.

Ed Bastian - Delta Air Lines - President

Yes, it is a little bit Jess than that, We can have Jill get back to you on the exact number,

Kevin Crissey - UBS - Analyst
Okay. Thank you very much.
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Richard Anderson - Delta Air Lines - CEO

Yes.

Operator

And we'll take our next question from Bob McAdoo with Avondale Partners.

Bob McAdoo - Avondale Partners - Analyst

Could you just kind of educate us on the difference in the structure of your pacific network versus United's? Because you
obviously have had some pretty good results where United is saying today that they cut 16% of their capacity out of the pacific
and still had PRASM down 16%.. What structurally is different between your kind of a network versus theirs? What works versus
-- for you versus not for them?

Glen Hauenstein - Delta Air Lines - EVP, Network und Revenue Management

Bob, it's Glen. How are you doing today?.

Bob McAdoo - Avondale Partners - Analyst

Fine.

Glen Hauenstein - Defta Ajr Lines - EVP, Network and Revenue Management

Goad. There are a couple of main issues, One is that United has done a Jot of overfly, so they're flying from the US, beyond their
historical presence in Narita. They have really decrease their reliance on Narita over the years, where the historical Northwest
aperatar has continued to rely heavily on Japan point of sale and the Narita hub. That includes the beach markets, so the resort
destinations in Micronesia, where Northwest is a very very large player and Hawali. Those sectors had performed relatively well.
United is not a big player, if they play at all, in many of those markets. So | think they didn‘t have anything offsetting. And | don't
know what their - | wouldn't want to comment on their currency is because | am not that familiar with it. But we are heavily
yen based and the first quarter was a good exchange for yen as well,

Richard Anderson - Delta Air Lines - CEO

Bob this is Richard. We operate a classic hub in Takyo. And all points in the US connect to ail of the majar cities in Asia with the
minimum connect time of probably an hour and a half. And so when you jock at the options in an environment where a lot of
people have pulled out point to point capacity over the transpac. And remember point to point capacity over the transpac is
very expensive. Because unlike Europe it takes two airplanes.

You can't do over and back in a 24-hour period. So when you fly San Francisco to Singapore nonstop, or San Francisco Hong
Kang nonstop, it takes two 777s. Where as we operate a ¢lassic hub, so we get the indivisibilities of operating of hub and the
ahility to very efficiently take traffic and passengers from all over the US, bring them to Tokyo and then redistribute them on
the network south and west of Tokyo,
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Bob McAdoo - Avondale Partners - Analyst

Do you still bave narrow bodies operating on the other side of Tokyo?

Richard Anderson - Delta Air Lines - CEQ

Yes.

Bob McAdoo - Avondale Partners - Analyst

Okay. Got it. One last thing relative to the pacific. Do you serve Australia now? Did you not announce that you are going to go
nonstop US Australia soon and what does that look like in terms of this ecornomic environment as a thing to start? Because |
mean when you hear what Qantas and people are stumbling around with in terms of their kind of numbers, is that still something
that sounds attractive in today's environment?

Glen Hauenstein - Delta Air Lines - EVP, Network and Revente Management

Well, Bob, | think if we were sitting back hear and knew what the global environment was going to be last October or what it
is going to be next October, we would have a crystal ball. | think strategically, we are the only alliance partner, so Star has access
to Australia, One World has access to Australia, and SkyTeam was the only one without access to Australia. And we historically
had backed over 200 passengers a day on Delta and Northwest interlining to Qantas. So the demand is there, and | think it's
the same as Heathrow. If you are the incumbent carrier this is a disaster, If you are the nonincumbent this is an opportunity.

The question is long run as being the world's largest carrier and having the extensive rout network that we have do we want
to have outlet to Australia? The answer is clearly yes, Did we pick the best global economic time to start? The answer is clearly
no. So there's good news/bad in there, and [ think we're comfortable with the decision, but we'll be iooking at the demand, The
demand for July, which is the first month we operate is relatively strong. We're hooked already weil over 30% of capacity, so |
think we'll run relatively full. And the question is the offering in the off-season before we get back into the winter peak, which
is the US point of sale origin peak.

Bob McAdoo - Avondale Partners - Analyst

And what kind of an airplane is this?

Glen Hauenstein - Delta Air Lines - EVP, Network and Revenue Management

T77:

Bob McAdao - Avondale Partners - Analyst

QOkay. All right, thanks.

Richard Anderson - Delta Air Lines - CEQ
Thanks, Bob.
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Jill Greer - Delta Air Lines - Director of IR

Cindy, that's going to wrap up the analyst portion of our call and ) would like to now turn the call over Ned Walker.

Ned Walker - Delta Air Lines - SVP, Chief Communications Officer

Thanks very much, Jill. Good morning, everyone. Cindy, we are ready to begin the Q-and-A session with the media at this point.
Once again, if you could please review the process for queuing in to ask a question. And what I'd like to ask with the media, is
if you could ask one question with a quick follow-up we should he able to address everybody's question during this process,
With that, Il turn it back to you, Cindy.

Operatar

Thank you. We will now be taking questions from the media. (Operator Instructions) We will pause fora moment to give everyone
an opportunity to signal. And we'll take our first question from Harry Weber at Associated Press.

Harry Weber - Assaciated Press - Media

Hello, how are you?

Richard Anderson - Delta Air Lines - CEO

Hi, Harry.

Harry Weber - Associated Press - Media

Two very quick gquestions, One on staffing, Do you anticipate any more job cuts in light of the international capacity cuts? And
fees for travelers. You are imposing a new fee for second checked bag on international flights. Are there any other types of fees
that you all are considering?

Richard Anderson - Delta Air Lines - CEQ

Harry this is Richard. On the first point, with respect to staffing, we have worked really hard to avoid any invoiuntary furloughs
of any of our frontline employees. And that's our goal. And as we said in the script, we have 2,500 people who are taking voluntary
reductions. And we have a whole host of other programs, Company convenience leaves, special slip leaves, and insourcing of
work. So our goal is to -- because we think the way for us to contribute to the economy and getting Americans back flying again
is to preserve as many jobs as we can. That's the first point.

On the second point, | think Ben Hirst, our General Counsel, would prefer that | not talk about any future ideas about where
fees would go in the industry. We're very careful about being certain we comply with Department of Justice and Department
of Transportation rules on those sorts of matters,

Harry Weber - Associated Press - Media

Thank you.
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Richard Anderson - Delfta Air Lines - CEO

You are welcome,

Operator

And we'll take our next question fram [James Pilcher], Cincinnati Inquirer.

James Pilcher - Cincinnati Inquirer - Media

Good morning, gentleman. Can you give me any specifics on how the new fare system is operating here? And as a follow-up,
can you also talk about how the process is going with the new regional handling subsidiary between -- | know it's Comalr and
Mesaba, and how that whole transition is going with the announcement today that you are going to cut 30 RJs, how does that
impact the local CVG hub?

Richard Anderson - Delta Air Lines - CEQ

| can address the issue on the ground handling subsidiary. The purpose behind pulling our ground handling subsidiary was to
continue to maintain separate operations at each carrier, but to have cansistency in our customer experience across all of the
Delta connection carriers. And that work is well underway and is going well. As we look out at the regional carcier reductions,
those reductions given the size of the fleet, will probably have minimal impact on staffing across the airports in the regional
carrier network, because we operate a fairly large fleet. It will have a minimal impact interms of staffing. And the extent to which
it does have any impact we will once again work to mitigate that, as best we can with our regional carrier partners. And Glen
can address the Cincinnati --

Glen Hauenstein - Deftg Air Lines - EVP, Network and Revenue Management

Yes. We have been very pleased with the response from the people in Cincinnati and northern Kentucky to the fower fare
structures that we put in place there a little over a month ago now, And so we are continuing to hope that people continue to
use that service, and we're able to keep those similar structures in place, of course. Fares change, so they will migrate up and
down, depending on the demand in the market, But in general we're very, very happy with the response that we've gotten to
the lower fare structures in Cincinnati.

Jamaes Piicher - Cincinnati inquirer - Media

Do you have any specificity around that in terms of traffic increased percentages ar anything like that? As a follow-up on the
RHS situation, any light into the Mesa lawsuit and where that might stand at this point? Because that has implications here in
Cincinnati.

Glen Hauenstein - Delta Air Lines - EVP, Network and Revenue Managernent

Well | can't talk to the second point, but | will say that we've seen that the local Cincinnati enplanement base subpoena double
digits now versus where we were pre restructuring.

James Pilcher - Cincinnati Inquirer - Media

And that's a percentage, double digits?
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Glen Hauenstein - Defta Air Lines - EVP, Network and Revenue Management

Yes.

Richard Andersen - Delta Air Lines - CEO

So we appreciate the support of our good customer base in Cincinnati.

Ed Bastian - Defta Air Lines - President

And we will not be commenting on pending litigation with Mesa,

James Piicher - Cincinnati Inquirer - Media

Thank you.

Operator

We'll take our next question from Kelly Yamanouchi at Atlanta Journal Constitution.

Kelly Yamanouchi - Atlanta General Constitution - Media

Hi there. | was just wondering, first question, what other aircraft will you be removing from the fleet to get to that totai here?

Richard Anderson - Delta Air Lines - CEQ

Well, we've got a combination of aircraft that we are looking at. There's some 757s, MD-88s that we're look at, obviously the
regional jets we've already talked about and the dedicated freighters.

Kelly Yamanouchi - Atlanta General Constitution - Media

On the 757's and the MD-88's is that a part of those fleets or are there any aircraft type as a whole that you are looking to pull
out?

Ed Bastian - Delta Air Lines - President

No, we are not exiting any whole categories of aircraft types,

Kelly Yamanouchi - Atlanta General Constitution - Media

Okay, great. And then my other question is, with pull-out of the freighter operations from the available slots in Asia, will you be
adding passenger flights to Asla or shifting things? And will you be shifting any international routes to Atlanta or JFK because
of the underperformance of the interior cities or will you just be discantinuing or pulling down capacity from some of those
interior cities?
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Ed Bastian - Delta Air Lines - President

No, we're going to continue to retain the slots that we have in Narita. They're valuable siots in valuable positions. And we will
be reallocating that capacity.

Kelly Yamanouchi - Atlanta General Constitution - Media

Okay, into Europe, any shift from the interior cities?

Ed Bastian - Delta Air Lines - President

No significant shift, no. We announced we're going to be reducing some international capacity in the fourth quarter.

Kelly Yamanouchi - Atlanta General Constitution - Media

Okay. Great. Thanks.

Operator

We'll take our next question from [Ted Reid] at TheStreet.com.

Ted Reed - TheStreet.com - Media

Thank you. Kelly basically asked my question, but when you take the freighters out at Narita, do you have to operate to preserve
the route authority?

Richard Andersen - Delta Air Lines - CEO

Yes, this is Richard. You do have, | believe it's an 80% requirement, But given the apportunities that we have in the combinatian
passenger/cargo business, we'll have a good ability ta utilize those slots. Already we've added Salt Lake City to Tokyo, we've
added four additional flights from Atlanta to Tokyo and we've added JFK to Tokyo. And we've added an additional spoke from
Tokyo to Ho Chi Minh City. So there are plenty of opportunities. The freighters have been gradually pulled down and we've
been reallocating those slots to much better opportunities in terms of revenues and profits.

Ted Reed - TheStreet.com - Media

These are just slots at Narita then, you can use them either for US routes or to routes elsewhere in Asia?

Richard Anderson - Defta Air Lines - CEO

Right, the slots are -- don't have any particular destination tied to them. You can use the slots for passenger or freighter or for
operations within Asia or autside of Asia.
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Ted Reed - TheStreet.com - Media

Last thing are there any specific questions regarding the route authorities? Do you have -- do you have route authorities that
you have to use for any specific destination?

Richard Anderson - Delta Air Lines - CEO

| don't understand. You mean in the pacific?

Ted Reed - TheStreet.com - Media

Yes, in some of these markets you have to have authorities to fly into these countries, So it’s not just the slots it's also the -

Richard Anderson - Delta Air Lines - CEO

Right, but we have the authorities. We by and large have the authority.

Ted Reed - TheStreet.com - Media
Okay, thank you.

Operator

And we'll take our next guestion from John Crawley and Reuters.

John Crawley - Reuters - Media

Hi, guys. Back to the 757's and 88's does, that bring up to that 50 count, or would those bring you above 507

Ed Bastian - Delta Air Lines - President

They're part of the 50, John.

John Crawlay - Reuters - Media

Okay. And when you talk about a year-end profit, are we talking about a profit in the fourth quarter, or are you talking about a
profit for the full year?

Ed Bastian - Defta Air Lines - President

Full year,

John Crawley - Reuters - Media

Okay, thank you.
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Operator

And we'll take our next question from Mike Esterl with Wall Street Journal.

Mike Esterl - The Wall Street Journal - Media

Yes, good morning, | wanted to ask about the European Commission coming out a few days ago, looking into SkyTeam
cooperation. Are you expecting Delta to to have make any concession to Brussels given thase probes that are continuing?

Richard Anderson - Delta Air Lines - CEO

Actually, [ think the announcement that came out was pertaining to the other two alliances. But it is fairly routine for the European
Commission to [ook at these sorts of arrangements that are negotiated under the bilateral agreements among the US and the
European Union countries.

Mike Esterl - The Wall Street Journal - Media

And does that mean -- are you expecting any - | think you're a little further along | guess in the process. Are you expecting to
have ta make any concessions? It seems like Brussels is rather than going away is ratcheting up its scrutiny.,

Richard Anderson - Delta Air Lines - CEO

Well | mean | think the best way to answer the question is, we've been through pretty rigorous review in the EU of first getting
approval for our transatiantic joint venture last summer. So it was about a year ago or about ten months ago. And then second,
the Northwest/Delta mergerincluded analysis by the European Union, including our alliance relationships with Air France/KLM.
So we've been through a lot of scrutiny on both sides of the ocean with respect to the competitive aspects of our merger and
our joint venture.

Mike Esterl - The Wall Street Journal - Media

Thank you.

Operator

And we'll take our next question from Jahn Welbes with St. Paul Pioneer Press.

John Welbes - St, Pauf Pioneer Press - Media

Good morning. With the 747s you are parking on the freighters, does that mean the freighter operations, the hangars at MSP
and Anchorage is that shutting down, or -

Richard Anderson - Delta Air Lines - CEO

Well, the hangars in Minneapolis/St. Paul are used for maintenance of the whole fleet, so there won't be any real material change
there. And the facility in Anchorage we will eliminate. We no longer will have a need for a hangar in Anchorage. So we'll be
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working through as we shut down the facility rationalize -- as we shut down that operation, which lost a lot of money before
the merger, we will look at rationalizing those facilities across the network where we have freighter-specific facilities.

John Welbes - St. Paul Pioneer Press - Media

Okay. And at the headquarters in Eagan, Northwest, have all the people been notified what's happening with their jobs? Whether
their positions are being eliminated or they're maving to Atlanta? Is all that in the works now?

Ed Bastian - Defta Air Lines - President

We are largely complete, yes.

John Welbes - St. Paul Pioneer Press - Media

Okay. Thanks.

Operator

And we'll take our next question from Mary Jane Credeur at Bloomberg News.

Mary Jane Credeur - Bloomberg News - Media

Hi, gentlemen, [t appears that the airlines just completed their first domestic farg increase in what, nine, ten months or, so since
summer of last year. And should we be reading into that, that it's an indication that bookings domestically might be looking a
little bit hetter?

Glen Hauenstein - Delta Air Lines - EVP, Network and Revenue Management

Well, we are moving into peak season here. And the advanced bookings, we have been running relatively full airplanes even
through the shoulder seasaon, so we're hopeful that those trends continue. And what has been historically missing here have
been the busingss travelers, and we're hoping that they come back soon, and that the economy starts to recover. And we should
be well positioned as that occurs, because the planes are already relatively full.

Mary Jane Credeur - Bloomberg News - Media

And speaking of business travel, can you tell us a little bit mare about what we should see sequentially an yields going into Q2,
especially on the international premium side? Can you give us any more granularity on that?

Ed Bastian - Delta Air Lines - President

No, Mary Jane, we didn't give specific revenue guidance, and | don't think it would be wise to start at this point.

Mary Jane Credeur - Bloomberg News - Media

Can you say anything about sequentially though? Will it be much worse, better, about same?
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Ed Bastian - Delta Air Lines - President

Well what we said an the call is that the comps are going to be more challenging, particularly on the transatlantic, the international
side, than they were on first quarter, because of considerable amount of fuel driven surcharges went into effect in the spring
and summer of last year as fuel was reaching record levels. So the comps will be more difficult to manage. Obviously as we get
into stronger travel periods, we would expect yields to improve accordingly, but with respect to any individual guidance, |
would be shying away from saying that.

Mary Jane Credeur - Bloomberg News - Media
Okay. Thank you very much.

Operator

And we'll take our next question from [Aaron Carp] with Air Transport World.

Aaran Karp - Air Transport World - Media

Hello. Do you have any idea whatyou are going to do with the freighters? Are you planning to sell them? And what sort of value
do you think they will have?

Ed Bastian - Delta Air Lines - President

We will be looking to market them. ) don‘t know there’s a tremendous amount of value in those aircraft.

Aaran Karp - Air Transport World - Media

And how many slots in Narita were you using for the freighter services?

Ed Bastian - Delta Air Lines - President

We've been drawing down the freighters over the last 12 manths, so while there are 14 dedicated freighters in the fleet, at the
present time we're only operating seven of them. So it's a minimal number.

Aaron Karp - Air Transport Waorld - Media

And is this sort of a conclusion reached that it's just untenable to operate all cargo flights?

Ed Bastian - Defta Air Lines - President

It was that conclusion on a small amount of capacity in a difficult economic time, yes.

Aaron Karp - Air Transport World - Media
Thank you,
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Ned Walker - Defta Air Lines - SVP, Chief Communications Officer

Cindy, we have time for one more call, or one more quaestion on the call.

Operator

Thank you. Our last question today will come from Andy Compart with Aviation Daily.

Andy Compart - Aviation Daily - Media

Thank you. Thanks, guys. Just wanted to clarify something you talked about ultimately you think on-line travel agencies should
pay for their content. Can you give some sort of time line as to how soon you expect or want that to happen, and how would
that come about?

Richard Anderson - Delta Air Lines - CEQ

No, we don't have any specific time line. When asking about the earlier question was really about how we would see it structured
as we move forward sort of long term, and we don't have any time line or any specific plans. But ultimately, we would like to
see our distribution model be more like a completely unregulated distribution model that's used in other consumer businesses.

Andy Compart - Aviation Daily - Media

And could you also just give some more maybe explanation of your decision making behind the international bag fee? Because
obviously there was a reason airlines decided they didn't want to do that at first as to apply it domestically. What was your
thought process for adding to the international flights?

Ed Bastian - Delta Ajr Lines - President

Ithink there's a degree of consistency between our domestic product and our international product. Frankly we have a -- there's
obviously a fairly considerable amount af casts we incur as we transit. But { think the larger opportunity here is the unbundling
of the ticket pricing that we have been working as an industry through over the course of the (ast year and a half.

Andy Compart - Aviation Daily - Media

Do you expect to apply more of those fees to international flights that perhaps have not been applied to them in the past or
will mare of this unbundling show up?

Ed Bastian - Delta Air Lines - President

We can't comment an forward pricing decisions,

Ned Walker - Delta Air Lines - SVP, Chief Communications Officer

Okay, Andy, thanks very much. Appreciate your time today as well. And Richard, Ed, Hank, Glen and Jill, thank yeu very much,
as well as everyone here on the telephone lines. That will conclude the first quarter earnings call for 2009. We'll go ahead and
see you guys in about three months. Thanks so much, appreciate it, everyone.
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Operator

Thank you, that does conclude today's conference. Again we do want to thank you for your participation today. And you are
free to disconnect at this time,
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