
The GUC Explained
As part of our bankruptcy Tentative Agreement, your Negotiating 
Committee was able to achieve a General Unsecured Claim (GUC) which, 
when completed as expected, will benefit Flight Attendants.

In a bankruptcy, there are creditors, which are people and businesses who 
are owed money by a debtor.  Creditors can be secured or unsecured. 

A secured creditor (or secured party) is a company that has loaned 
money to a debtor and to which that debtor has granted a security interest 
in an object.  For example, various financial institutions made loans to 
AMR that are secured by aircraft, and therefore they are secured creditors 
of AMR.  As a secured creditor, these entities have the right to reclaim or 
force the sale of the aircraft if AMR does not pay the debt according to the 
terms of their agreement. This process is similar to what happens when a 
car is repossessed or a home is foreclosed on.

An unsecured creditor has no physical object that it can “take back” or 
force a sale of to assure repayment of the debt.  This kind of creditor is 
less secure, more at risk that the loan will not be repaid.  A common 
example of unsecured debt is credit card debt.  The credit card company 
can sue you to make you pay but there is no object whose value stands to 
be applied to repay the debt.

What exactly is a GUC?

In recognition for the millions of dollars in concessions that Flight 
Attendants were forced to give back to American Eagle, the Company has 
agreed to grant us a General Unsecured Claim - “GUC” - as an 



acknowledgement of these sacrifices.  This claim has received approval by 
the bankruptcy court.  A GUC is basically an unsecured IOU.  For a labor 
group to achieve a GUC through negotiations in bankruptcy is not unheard 
of, but it is not common either.  We were able to negotiate a claim of $4.6 
million – this represents 50% of one year’s worth of concessions.  The 
other labor unions at Eagle have GUCs based on the same formula.

Are there any unusual terms of the GUC?

Yes.  As a condition of agreeing to support our claim before the 
bankruptcy court, the Company insisted that most grievances be settled 
and the remedies paid out of any proceeds realized from the GUC.  This 
condition was imposed on all labor groups. This was done largely because 
one union (not AFA) had a large backlog of grievances which might have 
resulted in $millions in grievance/arbitration awards.  This was a liability 
the Company was not willing to bear in addition to accepting the costs of 
covering GUCs for each labor group.

We were able to exempt all termination grievances and the “New Flying 
When No Flying Lost” grievances (a change to a lineholder’s schedule 
when nothing was lost from their original sequence). For those grievances 
not exempted, we insisted upon a process of grievance mediation and 
expedited arbitration to fairly process and ensure that all grievances are 
presented by us and heard by management.  The grievances, which have 
been settled as a result of the GUC, do not represent a large financial 
obligation and will not substantially affect payouts to individual Flight 
Attendants.

Who benefits from any proceeds from the GUC?



Any value realized from the GUC will benefit eligible Eagle Flight 
Attendants exclusively, subject to reasonable administrative costs and 
applicable taxes.  By law, the administrative costs of distributing the 
proceeds must come from the GUC.  Recently, AMR decided that all labor 
group GUCs will be paid in the form of stock in the new, merged company, 
American Airlines Group. The stock will be distributed to each eligible 
member by placing it into a Computershare account. The MEC has not yet 
decided whether or not the stock will be deposited into a 401K account 
(see question below).

Will there be a 401k option?

This is currently being reviewed by the MEC. The process of 
understanding all the dynamics is involved so we want to be thorough. 
One thing that is very clear is that the MEC must make the decision for all 
Eagle Flight Attendants.  Therefore, whichever option the MEC ultimately 
elects, it will be applicable to every eligible Flight Attendant. On a recent 
conference call, AFA learned that only a portion of each Flight Attendant's 
claim can be placed into a 401k.  AFA has until the 15th of August to notify 
the Company which option will be used for the entire group of eligibles. 

When will the GUC be “funded,” so it can be distributed?

While the concept and the value of the GUC have been approved by the 
bankruptcy court, it will not be available until AMR emerges from 
bankruptcy (right now, targeted for the end of August 2013).

What proceeds will be realized from the GUC?



That is unclear.  Again, the proceeds will be in the form of AAG stock, 
which will be deposited in share accounts for the benefit of individual and 
eligible Flight Attendants.  We have to get in line to “be paid”, just like 
every other unsecured creditor.  

How much will each Flight Attendant get?

Again, that is unclear.  However, your MEC has decided the fairest way to 
distribute any proceeds will be in accordance with the method below:

In order to be eligible to receive any share of the GUC, a Flight 
Attendant must meet all the following criteria: 

·       Hold a non-management position (as of August 1, 2013 and between 
1/1/11 and 12/31/12)

·       Be on the AFA Represented System Seniority list as of July 27, 2012 
(date TA was reached)

·       Be on the AFA Represented System Seniority List as of August 1, 
2013 (* All resignations to date have been removed from the eligible pool 
of those receiving a claim)

These eligibility criteria were not reached easily. The MEC decided on 
these criteria only after much lengthy and spirited debate. The intent of a 
GUC payout is to recognize those who have suffered hardship through this 
bankruptcy process of giving back our contractual benefits, whether pay 
or work rules. Therefore, the decision reached by the MEC excludes those 
just newly hired who have not suffered through the effect of these contract 
changes and concessions and those who will be leaving Eagle because 
they will not be as negatively affected by the concessions. As non-eligible 



Flight Attendants, these individuals will not receive any of the GUC 
proceeds. 

The formula for determining individual amounts for eligible Flight 
Attendants is outlined below:

·       Determine the W-2 earnings for each eligible Flight Attendant January 
1, 2011 to December 31, 2012. Earnings include the following:

a.     Base Pay

b.     Additional Hours

c.     Longevity (LOS) Wages

d.     Vacation/Sick/IOD

e.     JM/EX

f.      OT/Open Time

g.     Holiday Pay

h.     Grievance Awards

i.      Random Drug Test Pay

·       Take that amount and divide it by the total W-2 earnings of all eligible 
Flight Attendants for that same period. This formula will determine the 
percentage of the total GUC proceeds to which each eligible Flight 
Attendant will be entitled. 



Your elected leaders believe this is the fairest method for determining who 
gets what share. Eligible Flight Attendants who worked more in the past 
year will get a larger pay-out because they will most likely be more 
affected in the future under the bankruptcy Contract. 

GUC Timeline

·       A Computershare account will be set up for each eligible Flight 
Attendant to receive stock according to AFA’s distribution formula.

·       The value of the shares you receive will be considered wages subject 
to withholding of federal and state taxes, including FICA, and a portion of 
your distribution will be set aside to fund your obligation for such withheld 
taxes. In the coming days you will receive detailed information from 
American Eagle Management regarding instructions.

·       We don’t want you to pay any more in withheld taxes than is 
necessary. Accordingly, you must fill out an online version of Form W-9 
“Request for Taxpayer Number and Certification” with our stock 
administrator, Computershare, which is processing your distribution. If you 
do not complete the online version of Form W-9 with Computershare, it 
will be required to withhold at an additional 28 percent tax rate from any 
proceeds received in respect of the sale of shares in your Computershare 
account.

·       To open your Computershare account and protect yourself against 
this, please complete your W-9 form online between August 9 and the 
deadline of August 23. To do so, you may access your Computershare 
account by logging into J.P. Morgan: http://www.retireonline.com.

http://afl.salsalabs.com/dia/track.jsp?v=2&c=ohtVYF%2BYE9tc9Hz7BItx7CoYpVaQJkAl
http://afl.salsalabs.com/dia/track.jsp?v=2&c=ohtVYF%2BYE9tc9Hz7BItx7CoYpVaQJkAl


·        More detailed information about W-9, Computershare accounts and 
a Q&A can be found on the “Equity Hub” tab on the new Jetnet effective 
as of August 9th.  Details regarding the “Equity Hub” will soon be sent out 
by the company on when it can be accessed. 

·       The AMR formula for stock distribution to labor groups is described in 
the following paragraphs.  It is very complicated and is the same for all 
union groups.  AFA and the other unions will be monitoring the process to 
ensure that it adheres to the prescribed formula as well as the Letter of 
Agreement that we signed with the Company outlining GUC provisions. 

·       On the date the merger closes (anticipated to be at the end of August 
2013), AFA will get a portion of its GUC in the form of shares of 
Mandatorily Convertible Preferred Stock.  The face value of each of these 
shares will be $25. 

·       25% of these shares shall automatically be converted into shares of 
Common Stock on each of the thirtieth (30th), sixtieth (60th), ninetieth 
(90th), and one hundred twentieth (120th) days following the Effective 
Date.  By the 120th day after the Effective Date, all Mandatorily 
Convertible Preferred Shares will have converted into Common Stock.  
The number of shares of Common Stock received for each share of 
Preferred Stock will depend on the average price of common stock at a 
conversion date.  For example:

o   If the average price of Common Stock on a conversion date is $12.50/
share, you would receive 2 shares of Common Stock for every share of 
Preferred Stock converted at that time.  ($25.00 ÷ $12.50 = 2)



o   If the average price of Common Stock on a conversion date is $25.00/
share, you would receive 1 share of Common Stock for every share of 
Preferred Stock converted at that time.  ($25.00 ÷ $25.00 = 1)

·       On the 120th day after the effective date of the merger, AFA gets the 
remaining portion of its GUC in the form of shares of New Common Stock.

·       Taxes will be withheld from any shares to be placed in each Flight 
Attendant's Computershare account. The value of the stock will be added 
to each Flight Attendant’s annual W-2 as earned income.  Each Flight 
Attendant will also be taxed based upon the loss/gain of the shares in the 
event any shares are sold.

·       Fractional Shares – The amount of the GUC will be split among 
eligible members using an approved formula. The application of the 
formula to each Flight Attendants W-2 earnings as specified above, will 
result in fractions. No fractional shares of stock will be included in the 
group distribution; however 1) Any fractional shares of Preferred Stock 
shall be rounded down to the next whole number or zero as applicable and 
2) any fractional shares of Common Stock shall be rounded up or down to 
the next whole number or zero as applicable (with one-half being closer to 
the next lower whole number for this purpose).

GUC Q&A
1. What is a GUC?
As part of our bankruptcy Tentative Agreement, your Negotiating 
Committee was able to achieve a General Unsecured Claim (GUC) which, 
when completed as expected, will benefit Flight Attendants.



In recognition for the millions of dollars in concessions that Flight 
Attendants were forced to give back to American Eagle, the Company has 
agreed to grant us a General Unsecured Claim – the “GUC” - as an 
acknowledgement of these sacrifices.  We were able to negotiate a claim 
of $4.6 million – this represents 50% of one year’s worth of concessions. 
This right had to be negotiated and not all unionized workgroups who’ve 
had bankruptcy negotiations forced upon them have been successful in 
achieving a GUC.   

2. How do I know if I’m eligible to receive a GUC 
payout?
In order to be eligible to receive any share of the GUC, a Flight Attendant 
must meet all the following criteria:  

• Hold a non-management position (as of August 1, 2013 and between 
1/1/11 and 12/31/12)

• Be on the AFA Represented System Seniority list as of July 27, 2012 
(date TA was reached)

• Be on the AFA Represented System Seniority List as of exit from 
bankruptcy (All resignations up to that date will be removed from the 
eligible pool of those receiving a claim)

3. How much money will I get from the GUC payout?
Eligible members will receive payment in the form of stock. There is no 
actual “cash” that will be distributed. As mentioned above, our claim is 
$4.6 million in total and will be satisfied in the same manner as all other 
single-dip unsecured claims in the AMR bankruptcy will be satisfied.  



(*Note - If the AA-US Airways merger is allowed to go forward, it is 
expected that unsecured claims will be “paid”.  If the DOJ lawsuit is 
successful and the merger is blocked, AMR will have to file a new 
standalone plan of reorganization and potential recoveries to unsecured 
claimholders will need to be negotiated.) This amount will be divided 
among eligible members using the formula below to derive individual 
percentages:

• First, determine the W-2 earnings for each eligible Flight Attendant from 
January 1, 2011 to December 31, 2012. Earnings include the following:

a. Base Pay

b. Additional Hours

c. Longevity (LOS) Wages

d. Vacation/Sick/IOD

e. JM/EX

f. OT/Open Time

g. Holiday Pay

h. Grievance Awards

i. Random Drug Test Pay

• Next, take that amount and divide it by the total W-2 earnings of all 
eligible Flight Attendants for that same period. This formula will determine 



the percentage of the total GUC proceeds to which each eligible Flight 
Attendant will be entitled.  

Below is an approximate example :  

A Flight Attendant had a total of $62,000 of qualifying W-2 earnings during 
the eligible period (January 1, 2011 to December 31, 2012).

The total W-2 earnings of all qualifying Flight Attendants is $ 
74,973,154.82

Take $62,000 (FA earnings) and divide by $74,973,154.82 (total earnings) = 
0.08270% of GUC that the individual FA will get. $4,600,000 x 0.08270% = 
$3,804.20 worth of shares, subject to rounding as discussed on question 
#4 below (FA GUC Claim)

IMPORTANT:  The exact amount will not be final until we near exit from 
bankruptcy because anyone who leaves the company before we exit 
bankruptcy will be excluded, and her/his share will be redistributed. In 
addition, the value of the GUC depends on the value of the preferred stock 
to be received in payment of the GUC.

4. So exactly how much am I getting from this GUC?
The number of shares you receive will be based upon your individual 
percentage of earnings as outlined above. The shares should represent the 
approximate amount of your portion of the claim at the time they are 
issued; however, no “fractional” or “partial” shares will be issued.  Say a 
Flight Attendant’s allocation represents 200.25 shares.  The ‘.25’ of a share 
will not be issued into the Computershare Account.  Instead, fractional 
shares will be aggregated and held in a trust until after the 120 day 



distribution when they will either be redistributed as stock (net of expenses 
and taxes) or sold and the net cash proceeds distributed (after all 
expenses and taxes are deducted).  Remember:   The shares  deposited 
into your account are subject to market value fluctuations.

5. When will I receive the GUC payout?
When AMR emerges from bankruptcy in accordance with the plan of 
reorganization in which US Airways merges with an AMR subsidiary, it is 
currently estimated that you will receive approximately ½ of your individual 
percentage of the total claim, subject to fluctuations in stock price, in 
shares of the new company in the form of Mandatorily Convertible 
Preferred Stock (MCPS Shares). MCPS Shares will be deposited into your 
Computershare account, with the number of shares required to satisfy 
your federal, state, and municipal tax and FICA liability being set aside, 
either by American Eagle not issuing such shares to you in the first place 
or by Computershare selling those shares on your behalf.  As of this date, 
American Eagle has not finally decided how it is going to handle this 
process.  MCPS Shares can be retained, sold or transferred.  AA is still 
thinking through exactly how the process for the sale of the MCPS shares 
will work.  We will share with you more details on this process once the 
Company has this finalized.  One hundred and twenty (120) days after this 
first distribution, subject to fluctuations in stock price, any balance on your 
GUC share will be put into your 401(k) account, to the extent permissible 
under IRS limits that apply under the 401(k) plan, as an Employer 
contribution in the form of common stock in the new American Airlines 
Group.  This is expected to be approximately 50% of the total number of 
shares included in your total GUC allocation.  The actual value will depend 
on the share price at the time.  This Employer contribution into your 401(k) 



will not be subject to federal, state, or municipal taxes or FICA at the time 
of contribution. If IRS limits would prohibit all or a portion of this 
contribution being made to the 401(k) Plan, the shares not contributed to 
the Plan will be distributed directly to you. 

6. Why don’t I get to choose what to do with my GUC 
payout?
AFA wanted each Flight Attendant to have the authority to choose the form 
of the GUC payout for him or herself. We asked that each Flight Attendant 
be able to make this decision. The Company rejected our request and 
mandated that each union decide a single form of payout for all its 
members. AMR and Eagle advised AFA that this was a decision made at 
the corporate level and it applied to all unions on the property (AA & 
Eagle).

Your MEC chose the 401(k) option in order to save many flight attendants 
between 33 to over 42% in taxes. Therefore, the stock issued on the 120th 
day after emerging from bankruptcy will be an employer non-elective 
contribution to your 401(k) account.

 Sideletter U, paragraph 6.C. of the ratified contract states that AFA will be 
solely responsible for

determining how the GUC will be distributed among Eagle Flight 
Attendants. This Sideletter was

obtained as a result of a “me too” provision with the pilots. Therefore, we 
have the same language as the pilots and TWU. In most cases where a 
Union has negotiated the right to a GUC claim, that claim is administered 



and distribution is determined by the Union representing that specific 
workgroup and on behalf of that entire workgroup.

7. I don’t have a 401(k) account, so what happens 
now?
 A separate 401(k) investment account will be set up for each member 
eligible to receive the new American stock.

8. What can I do with the new American Airlines Group 
shares once they are in my 401(k) account?
The new American Airlines Group shares will be treated the same as all 
other stock and funds in your 401(k) account.  Under current plan rules, 
the value of these shares cannot be taken out of your account while you 
are still employed by Eagle except through the loan or hardship withdrawal 
procedures.  However, the Company is going to amend the plan to allow 
the new American Airlines Group stock to be included as an investment 
option and once the new American Airlines Group stock is in the Plan it 
can be sold and the proceeds reinvested in any other current investment 
option just like any other cash or stock investment option in the plan now. 
Once sold and reinvested, the value cannot be reinvested in American 
Airlines Group shares. Upon separation or retirement from the Company, 
you may roll the entire balance of your 401(k) account into an IRA or a new 
401(k) account at a new employer as long as a rollover is allowed under 
your new employer’s plan.  You may also begin to withdraw funds from 
your 401(k) upon reaching age 59 and ½ (whether or not you are still 
employed by the company) and those funds will be subject to income 
taxes upon withdrawal.



9. Can I sell or trade the stock from the GUC once it’s 
placed into the 401(k)?
Yes, you will be able to sell the stock in your 401(k), just like any other 
holding in your 401(k), however all funds must remain in your 401(k), just 
like today, except for hardship withdrawals, loans, and retirement and new 
jobs rollovers (see above answer).  As in the case of any investment held in 
your 401(k), there may be limited periods during which the stock or other 
investment will not be permitted to be sold or otherwise transferred. You 
will not be permitted to direct any other moneys in your account to be 
invested in new company stock.

10. What is the W-9 and why do I need to complete it?
A W-9 form is an Internal Revenue Service form that is used to collect the 
taxpayer ID number or social security number of any US person with 
whom an employer or other entity engages in a business activity.  
Completing a W-9 form is necessary to prevent what is called “backup 
withholding.”  If anyone entitled to a share of a GUC from the AA 
bankruptcy from any labor group does not complete a W-9 form, that 
employee will be subject to backup withholding of 28% on top of all the 
other taxes to which that employee is subject – 25% federal supplemental 
rate, any state and municipal taxes, and FICA.

This is not a penalty.  If, when you file your tax return your tax liability for 
the year is less than what you have paid overall, you will be refunded any 
over payment, but why pay more than you are likely to owe in advance?

So, save yourself 28% in additional federal taxes in the short run and fill 
out this short form – name, address, and SS#!  



11. What is backup withholding?
Backup withholding is a type of withholding for federal income taxes on 
certain types of income. Backup withholding may be mandatory in certain 
circumstances. Most taxpayers, however, are exempt from backup 
withholding, which is why a Taxpayer Identification Number, which for 
most individuals is their social security number, is required as part of the 
W-9 form.

12. What happens if I do not fill out my W-9 form?
Without the W-9, you will be subject to tax withholding at the rate of 28 
percent, also known as backup withholding, with respect to the value of 
your shares.  This is IN ADDITION to the 25% (supplemental federal tax 
rate) + 7.65% (FICA) + state and local taxes (if applicable). The amounts 
withheld will be remitted to the IRS. 

13. I set up my W-9 but there is only a small amount of 
money in my JP Morgan account. I thought my GUC 
funds would be more?
One share of stock was placed into each account in order to activate it for 
W-9 purposes. This one share will be removed from the record keeping 
system once the actual GUC claim is deposited into the account, after 
AMR emerges from bankruptcy. This one share may not be traded or sold.

14. Can I sell or transfer the stock I receive in the first 
installment?



Yes, you may retain, sell or transfer it.  AA is still thinking through exactly 
how the process for the sale of the MCPS shares will work.  We will share 
with you more details on this process once the Company has this finalized. 

15. Will taxes be taken out of my claim and if so, how 
much?
AA is still thinking through exactly how the first day taxes will be handled.  
But some facts are certain –

The MCPS Shares deposited into your Computershare account on day 
one are subject to federal, state, municipal taxes (if any), and FICA.  

The 120 day distribution of common stock into your 401(k) accounts is not 
subject to taxes at the time they are put into your 401(k) account as an 
Employer Contribution. Like other 401(k) deferrals or contributions, these 
shares or funds are subject to tax when they are withdrawn.

This kind of claim payment is treated as a form of “supplemental” 
compensation from an employer and is subject to withholding at a flat rate 
of 25% for federal income tax purposes.  Your state and municipal tax 
rates, if any, of course, vary depending upon where you live.

The company has given us these rates as illustrations of rates that apply to 
large groups of Eagle Flight Attendants based on residence:

Federal Rates applying to all Flight Attendants:  

25% supplemental rate

7.65% FICA



State Income Tax Rates: 5% IL

9.62%    NY

10.23% CA

16. Is AFA taking a part of my GUC payout?
Any value realized from the GUC will benefit eligible Eagle Flight 
Attendants exclusively, subject to reasonable administrative costs and 
applicable taxes. By law, the administrative costs of distributing the 
proceeds must come from the GUC.  AMR decided that all labor group 
GUCs will be paid in the form of stock in the new, merged company, 
American Airlines Group.   AFA is not a beneficiary of the GUC.

17. I am not considered eligible to receive the GUC 
and I think I should be. Where can I submit a dispute?
Send an e-mail to GUC@afaeagle.com and your dispute will be reviewed 
by AFA.

18.  When the distribution is put into my 
Computershare account, will I have to sell shares to 
pay my taxes?
Probably not because at this time, the Company is planning to do the first-
day issuance “net” of taxes (that means that the amount of shares 
representing the amount necessary to cover your taxes will not be 
distributed).  The Company will then pay the full amount of taxes on your 
behalf to the IRS and state tax departments, if applicable.  The Company 

mailto:GUC@afaeagle.com
mailto:GUC@afaeagle.com


will guarantee that tax payment regardless of what happens to the stock 
price.   

In the unlikely event that the Company does not do a “net” issuance and 
shares do need to be sold to reimburse the Company for its tax payment 
advance, then the Flight Attendant may be charged a fee by 
Computershare for selling the shares.  

However, it is important to note that the Company is effectively 
guaranteeing that a reduction in the stock price after issuance will not 
affect the number of shares credited to your account and at your disposal.   
You will not be required under any situation to sell additional shares at your 
disposal if the stock price drops in order to pay your taxes.

NOTE:    All information contained in this Q&A assumes that the only Plan 
of Reorganization approved by the Bankruptcy Court – the merger of AA 
and US Airways –will be completed.  If the merger is prevented because of 
the DOJ lawsuit, a new Plan of Reorganization will be required and the 
GUC will have to be satisfied by means other than stock in that merged 
company.  Working out the structure and details of the “payment” of the 
GUC has been an extremely complicated process both administratively 
and legally.  There have been many changes over time and it continues to 
be a work in progress in many respects with details becoming known and 
structural aspects and documents still being negotiated as AMR works 
toward the trial date, or possible settlement, and the merger (or the 
alternative).  Your MEC and AFA advisors have worked diligently to protect 
your interests and to pursue answers to your questions throughout all the 
stages of the bankruptcy, TA negotiation, claim settlement and structure 
and will continue to do so.


