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BEFORE THE
DEPARTMENT OF TRANSPORTATI ON
WASHI NGTON, D. C.

Joint Application of

AMERI CAN Al RLINES, INC. and
EXECUTI VE Al RLINES, INC , FLAGSH P
AlRLINES, INC, SIMVONS AlRLINES,
INC., and WNGS WEST Al RLI NES, | NC
(d/ b/ a AMERI CAN EAGLE) :
and : OST- 95- 792
CANADI AN Al RLI NES | NTERNATI ONAL LTD. :
and ONTARI O EXPRESS LTD. and TIME AR
INC. (d/b/a CANADI AN REG ONAL) and
| NTER- CANADI AN (1991) | NC.

under 49 USC 41308 and 41309 for approval

of and antitrust immunity for comerci al
al i ance agreenent

SUPPLEMENT TO JO NT APPLI CATI ON | N RESPONSE
TO ORDER 95-11-18

Anerican Airlines, Inc. et al. and Canadian Airlines

International Limted et _al. hereby jointly respond to O der
95-11-18, Novenber 13, 1995, which requests a description of
each of the extrenely conpetitively sensitive docunments that
the joint applicants have submtted to the Departnent's staff
for in camera review, and an explanation of why these docunents

should be withheld from any disclosure in this proceedi ng.



1.  AMERI CAN DOCUMENTS

A Entirely Wthheld

American asserts that the follow ng six docunents
should be withheld in their entirety from any disclosure in
this proceedi ng. These docunents have been submtted to the
Departnent's staff for in_canera review

1. "Canadi an Codeshar e: CP 'Business O ass' Product
Pricing Alternatives," Donestic Pricing, April 7, 1995 (7
pages) . This docunment sets forth a proposed business class
pricing strategy in specific city-pair markets, including
proposed fare |evels.

2. "1995 Capacity Planning Market Sizes," |nterna-
tional Planning, undated (5 pages). This is an interna
proj ection of passengers per day each way in approxi mately
1,320 U.S.-Canada city-pairs. The data is derived froma
highly proprietary internal conputer nodeling program

3. "Canadian Airlines/Arerican Airlines Internation-
al Codeshare Service Qpportunities, "™ International Planning,
May 22, 1995, with transmttal letter from A J. Gossman to
G J. Arpey (16 pages). This is a strategic planning docunent
detailing future international code-sharing opportunities that
may be pursued by Anerican and Canadi an. Thi s docunent dis-

cusses potential issues with foreign governnents, and reveals



the identity of carriers that could be involved in potential
t hree-way cooperative alliances.

4 "Canada Route Forecast Sunmary," undated (84
pages). This docunent sets for specific city-pair forecasts,
including projected |load factors, yields, revenues, spil
factors, and related data, and specifies denmand factors for
| ocal O&D and beyond destinations. The data is derived from a
highly proprietary internal conputer nodeling program

5. "Canadi an Share Gap," undated (5 pages). This is
a conputer printout reflecting Arerican's nost proprietary
nmet hod of evaluating individual city-pairs. The met hodol ogy is
a trade secret, and the conputer output is a highly confiden-
tial strategic analysis.

6. "Three Way Cooperation, " |nternational Planning
June 21, 1995 (13 pages). This docunent discusses a potentia
three-way alliance, identifies the other carrier that would be
involved, and details the strategic results of such a potential
al l'i ance.

B. Partially Wthheld

Anmerican asserts that the described portions of the
followi ng seven docunments should be w thheld from any disclo-
sure in this proceeding. Redacted versions of these docunents
have been submitted to the Docket Section under a Rule 39

notion for confidential treatnment seeking to limt access to



counsel and outside experts of interested parties. Unr edact ed
versions have been submtted to the Departnent's staff for in
canera review

1. "aAA/CP Codeshare Marketing," Marketing Pl anning,
June 13, 1995. The followi ng portion has been redacted for in
camera review page 6, details concerning AAdvantage frequent
flyer nenbership.

2. "Canadian Airlines Corporate Overview," Airline
Managenent Services, June 16, 1995. The follow ng portions
have been redacted for in canera review (i) page 14, data on
the rate of return of AMR's investnent in Canadian; (ii) page
16, details of a consultant's confidential recommendations for
i nprovenents in Canadian's conpetitive position.

3. Cooperative Service Agreenent between Anerican
and Canadi an, July 31, 1995. The followi ng portions have been
redacted for in canera review (i) pages 6-7, Section 3.0,
relating to cost sharing of joint expenses incurred by the
parties in inplenenting the agreenent; (ii) pages 7-8, Section
4.0, relating to inventory control and pricing;, (iii), pages 9-
10, Section 6.0, relating to traffic docunent issuance and
settlement; (iv), Annex B, the formula for deriving the code-
share conm ssi on.

4, "AAdvantage, Fall Pronotion 1995," Septenber 12,

1995. The follow ng portion has been redacted for in canera



revi ew. page 2, projecting the nunber of passengers and cost
in response to an AAdvantage pronotion during the fall of 1995.

5. "American/Canadian Initiatives,'* AA and CP
Marketing, August 31, 1995. The follow ng portions have been
redacted for in_canera review (i) page 5, presenting adver-
tising budget figures for 1996; (ii) page 9, identifying
specific travel agencies where action is underway to inprove
share, and detailing a program for introduction in 1996

6. "Canadian Airlines/American Airlines, Codeshare
Service Qpportunities, ™ International Planning, February 20,
1995. The followi ng portions have been redacted for in camera
revi ew. page 12, detailing proposed revenue settlements
bet ween Anerican and Canadi an, and negotiations for ground
handl i ng contracts at Chicago (ORD) and New York (LG&A).

7. "Cooperative Service Aliance, Joint Marketing
and Sales Efforts," June 23, 1995. The follow ng portions have
been redacted for in_canera review (i) page 7, showi ng city-
pair specific details of code-sharing to third countries; (ii)
page 9, projecting the first 12 nonths cash contribution to
each carrier as a result of code-sharing; (iii) page 13, show

ing estimated advertising expenses for code-share services.



11. CANADI AN _DOCUNMVENTS

A. Entirely Wthheld

Canadi an asserts that the follow ng two docunents
should be withheld in its entirely from any disclosure in this
pr oceedi ng. These docunents have been submtted to the Depart-
ment's staff for in_canmera review

1. This is an eight-page docunent prepared by Canada
Consulting of the Boston Consulting Goup for Canadian Air-
lines. It relates to a transborder strategy for Canadian
Airlines and the financial inpact to Canadian Airlines of
addi tional transborder service. The docunent reflects extremne-
ly sensitive strategic planning issues, and has no relevance to
the central issues in this proceeding.

2. Menor andum from Canadian's Director, Mrketing to
Canadi an's Vice President, Capacity Planning, Novenber 9, 1994
(2 pages). This docunent discusses prorate issues for specific
city-pairs pursuant to the Anerican/ Canadi an code-sharing
arrangenent.

B. Partially Wthheld

Canadi an asserts that the described portions of the
foll owi ng six docunents should be withheld from any disclosure
in this proceeding. Redacted versions of these docunents have
been submtted to the Docket Section under a Rule 39 notion for

confidential treatnment seeking to limt access to counsel and



outside experts of interested parties. Unr edact ed versions
have been submtted to the Departnent's staff for in canera
revi ew

1. "Canadian/American Code Share Project,"” March 21,
1995. The follow ng portion has been redacted for in canera
revi ew. page 5, which identifies future strategic plans for
Canadi an's transborder operations, by specific city-pair.

2. "CDN/AA Code Sharing Presentation to CALPA,"
April 5, 1995. The followi ng portion has been redacted for in
camera review page 8, which identifies transborder routes and
frequencies as part of Canadian's future strategic growh plan

3. "AA/CP Cooperative Services," My 16, 1995. The
foll owi ng portions have been redacted for in canera review
(i) page 9, pertaining to revenue accounting between Anerican
and Canadi an under their code-sharing arrangenent; (ii) page
11, pertaining to frequent flyer prograns of Anerican and
Canadi an.

4, "cp/AA Marketing Planning Meeting Foll ow Up, "
July 24, 1995. The follow ng portions have been redacted for
in _canera review (i) page 3, setting forth budgeted dollar
anounts for advertising; (ii) page 4, relating to a proposed
frequent flyer pronotion and to the use of a joint airline
credit card pronotion; (iii) page 5, relating to frequent flyer

program strategies; (iv) page 5, relating to proposals for an



upgrade program (v) page 5, relating to proposals for a J
class product; (vi) page 6, relating to a triangle shuttle
pr oduct .

5. "Canadi an- Anerican Alliance, Joint North Anerican
Net wor k" (undated). The following portion has been redacted
for in canera review page 1, the estimted annual dollar
value to American of the routes indicated.

6. "Canadi an- Anerican Alliance, Joint International
Net wor k" (undated). The following portion has been redacted
for in canera review. page 1, revealing future strategic
planning in international markets.

[T, STATEMENT AS TO LACK OF RELEVANCE AND PRI VI LEGE
CLAI MED FOR EACH DOCUNENT

The docunents and portions of docunents described
above are irrelevant to an assessnment of the issues in this
pr oceedi ng. They reveal details of code-share pricing, expense
all ocations, and revenue settlenents between the joint appli-
cants; extremely confidential strategic planning assessments
for future periods; internal nmarket forecasts derived from
highly proprietary conputer nodeling prograns; and the identity
of potential additional code-sharing partners. The Depart nent
should determine that such information is not "central to our
eval uation," Order 95-11-5, Novenber 3, 1995, and its subm s-

sion, even on a confidential basis, should not be required



V.  WHY CONFI DENTI AL PROCEDURES ARE | NSUFFI G ENT

Even though the Department's confidentiality proce-
dures would Iimt access to counsel and outside experts, the
joint applicants should not be required to bear the risk of
i nadvertent disclosure of extrenely sensitive conpetitive
information that is not central to the issues in this proceed-
i ng.

CONCLUSI ON

For the foregoing reasons, the docunents and portions
of docunents that the joint applicants have submtted to the
Departnent's staff for in canmera review, as described above,
should be withheld from any disclosure in this proceedi ng.

Respectful ly submtted,

KonlS T frudeo, (o, fl. Dotenhoslon

KENNETH J. FREDEEN (A~ ‘GAKY R DOERNHOEFER cln)
Solicitor Seni or Attorney
Canadian Airlines American Airlines, Inc.

| nternational Ltd.

bk £, ihold,, Gl T T6Lef]

Acting General Counsel Associate General Counsel

Canadi an Airlines Anerican Airlines, Inc.
| nternational Ltd.

Novenber 17, 1995



CERTI FI CATE OF SERVI CE

| hereby certify that | have this day served the
foregoi ng docunent by first-class mail on all persons named on
the service list attached to the joint application filed on

Novenber 3, 1995.

(oL BALIY)-

CARL B. NELSON, JR.

Novenber 17, 1995



