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Recollections of J. R. Babbitt covering the events of the Eastern 
Airlines settlement taking place February 25, 26, and 27, 1986 in
Miami, Florida.

The first indications of concern came from Larry Schulte, 
Eastern’s MEC Chairman.

I was summoned via telephone Friday evening at 11:30 p.m. with 
concern that Eastern Airlines was to make a statement to the 
unions on Saturday regarding the financial condition of the 
company. I departed for Miami Saturday morning -- arriving Miami 
International about 12:30 p.m. I went directly to Eastern’s 
Corporate Headquarters where I then went into the meeting--a 1:00 
meeting. Representing ALPA, myself, Executive Administrator; 
Larry Schulte, Eastern’s MEC Chairman; Bruce Simon, senior 
partner of Cohen, Weiss, and Simon and his partner, Bob Savelson; 
and Mike Connery, representing the firm of Skadden Arps; 
representing the IAM was John Peterpaul from the International; 
Charles Bryant, President of District 100; representing the 
Transport Workers was their President, Robert Callahan--he was 
accompanied by the Chairman of the Local TWU Negotiating 
Committee (Judy Kaufman) and an attorney, George Roberts. For 
the corporation - CEO Colonel Borman; several vice presidents 
including Dick Magurno, VP of Legal; Allan Gibson, VP of Contract 
Administrâtion--he was also joined by Joe Leonard and Jack 
Johnson; the law firm of Davis Poke was represented by Lou Kaden 
and another attorney (I believe the name is Parzza).
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The corporation’s situation was summarized by Colonel Borman as 
being similar to his reentry in Apollo 8. At some point Anders’ 
son called via radio and spoke with Anders on board the capsule, 
and the boy asked his father who was steering. He replied, 
"Newton--we are in free fall." Borman characterized Eastern’s 
position as one of being in free fall. The rest of the 
conversation was then dominated by the law firm of Davis Poke, 
representing the outside directors at Eastern, and their summary 
was rather straightforward. There were about 36 hours left, or 
actually 35 hours left, to do something of substance to Eastern 
Airlines. The three choices were simple: fix it--and by fix it,
they meant all three labor unions had to concede 20% of direct 
wages, plus make workrule changes for efficiency. Choice No. 2 
was to sell it. Choice No. 3 was to put the airline into 
bankruptcy. It was indicated that this was not a rhetorical 
deadline, but in fact a hard, fast one. The cash hemorrhaging 
had accelerated to the point where they could no longer advise 
the Board of Directors, the outside Directors of Eastern 
Airlines, to continue seeking solutions--action had to be taken.

The airline, I believe that it was indicated, was now losing in 
excess of $2 million a day. Without the concessions, it would be 
put into bankruptcy. The choice was available only to protect 
the directors’ liability. They felt it would be foolish to sell
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the airline--or rather bankrupt the airline -- without first 
determining what fair market value they could get on the open 
market.

Leaving that meeting, the only other points worth observing were 
that ALPA was well represented--especially by Bruce Simon, who 
asked very pointed questions regarding our choices. Charlie 
Bryant--I could only summarize his actions as using the meeting 
for a vitriolic cross-examination of Colonel Borman. John 
Peterpaul had little or nothing to say except that he would be 
returning posthaste to Washington that afternoon. He indicated 
that he wouldn’t even stay to hear more of this. My recollection 
is that he treated it with glib casualness. TWU, to my 
recollection, was silent.

We then departed the meeting--I departed with Larry Schulte. We 
went back to where the Negotiating Committee was meeting. We 
briefed them. Hank Duffy arrived that afternoon. I brought Hank 
up to date. Gene Keilin arrived from the firm of Lazard Freres, 
along with Gary Rugendorf. Larry had called a special MEC 
meeting to begin on Sunday.

That afternoon the Negotiating Committee met in direct 
negotiations with Eastern Airlines. Table positions, to my
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recollection, were back about to where we were Saturday and 
Sunday, January 25th and 26th.

That evening--after getting a pretty good feel for where ALPA’s 
table position was--I departed with Mike Connery and Mike 
Goldberg. We were joined by Gene Keilin of Lazard; Bob White, an 
Eastern Captain; and Jim Duffes, an Eastern Captain. The six of 
us went to the Sheraton Las Americas with the intent of meeting 
with the Transport Workers Union Negotiating Committee. We 
arrived there--we had dinner at the hotel while the other 
committee was not available. Following dinner, I met with Walter 
Wallace, who was present for the mediation. He was there along 
with Harry Bickford, of the National Mediation Board, and another 
gentleman whose name I don’t recall.

The TWU Negotiating Committee met with us about 9:30 or 10:00.
We were there with them--just the four of us--myself, Mike 
Connery, Mike Goldberg, and Gene Keilin. We briefed the TWU 
Negotiating Committee and Bob Callahan along with Andy Banks, who 
was said to be a consultant with the committee. We briefed them 
on the table positions that we had. We stressed the importance 
of--for my part, I stressed the importance that they obtain some 
very important no-cost ingredients in their contract in light of 
the impending situation. Those items were: some type of profit
sharing, suggestions that they obtain LPPs, discussion regarding
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the poison pills, snapbacks, "me too" clauses— all of these were 
discussed with the TWU. My points being stressed to them were 
that I couldn’t overemphasize the importance to them— or they 
shouldn’t underestimate the importance of having a signed labor 
agreement in the event any of the three options being reviewed by 
the Board of Directors were to come to pass. Obviously a prime 
choice would have been the coalition of three unions agreeing on 
the 20 percent wage concessions. It was not guaranteed, but with 
the law firm of Skadden Arps, the long-range plan was to make 
those agreements and then in April proceed with plans to change 
the management of the corporation through a proxy fight, which is 
one of the reasons that Skadden Arps had been retained in the 
first place. Failing that, the three of us could come to terms 
that would satisfy the creditors and the management; the next 
scenario seemed most likely would be one for the sale of the 
airline. If the airline was sold (by this point it was becoming 
known that one of the bidders was clearly Texas Air Corp., and 
its CEO Frank Lorenzo), it was both my personal feeling as well 
as the consensus of opinion of those advising us that it would be 
in everybody’s best interest to have a signed labor agreement in 
force at the effective moment of the sale--should a sale come 
about.

The third choice is bankruptcy. Again, not only my opinion, but 
the opinion of counsel retained, an opinion that I strongly
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supported--was that in the event of a bankruptcy, having a 
freshly signed labor agreement would be a tremendous asset should 
the company go to court and seek rejection of the contract. I 
should note that I also informed the TWU that I felt that it 
would be in their interest--should they come to an agreement and 
still have suspicions of bankruptcy--they should obtain a letter 
of support. In other words, get the corporation to sign a side 
letter indicating that they would support the new agreement of 
the TWU in a bankruptcy court proceeding. I stressed to them 
again the absolute urgency of having a signed labor agreement by 
midnight Sunday. Again, I will repeat, for the obvious purposes 
of keeping the airline in our hands or in both of the other two 
possible choices--they would be considerably better off having a 
signed labor agreement in their hand. They couldn't present to 
me a scenario when asked directly, "What situation do you think 
you would be better off in without an agreement?" We left the 
TWU and returned to the Viscount in Miami where we debriefed the 
Negotiating Committee and the Master Chairman. The Negotiating 
Committee had indicated very little progress had been made. Two 
committees had split off. We continued our briefings and 
returned to the Marriott. We checked into the Marriott probably 
sometime after 1:30. I recall getting into bed somewhat after 
2:00 a.m. I rose early on Sunday morning. Had a quick briefing 
with our attorneys as to seeking out white knights. All
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indications at this point were that almost everyone involved that 
would come to the rescue would want more concessions than were 
currently on the table from the corporation. With that in mind, 
it became clear again that the best choice was to proceed in 
trying to get a signed agreement. It was also becoming crystal 
clear now, based on briefings we had in the morning, that Frank 
Lorenzo was definitely a major bidder in the takeover. The 
latest word we had was that the documents to purchase Eastern 
Airlines’ control by Texas Air Corp. were being negotiated in the 
offices of Smith/Gambrell in Atlanta, Georgia.

I briefed an informal meeting of the MEC not in session at 
approximately 1:30 p.m. I rode over to that briefing at the 
Ramada with Mike Connery. Mike discussed the situation with them 
for about 15 minutes. I gave them some more information. There 
was clearly a great deal of skepticism. The general consensus of 
the group, especially those hardcore in the group, the consensus 
opinion was that Frank Lorenzo was being used as a stalking 
horse. The opinion was that his sole purpose at this point was 
to use his presence on the party to extract concessions from the 
labor groups. I then returned for more briefings with our 
financial advisors. I returned to the Viscount--where the 
negotiations were ongoing. Negotiations continued into the
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evening. The MEC was in session; however, I remained at the 
Viscount. Gene Keilen was researching potential buyers that 
could serve as an alternative with better offers or higher offers 
than Texas Air Corp.’s anticipated bid. At this point it was 
anticipated that the airline would sell in the range of $11.00 to 
$13.00 a share.

Finally had dinner approximately 9:00 in the evening. I returned 
to the break-out room, next to negotiations. Negotiations broke 
at about 10:30. Bob Savelson and I missed the actual break. In 
an effort to avoid the dozens of press corp members; the 
Negotiating Committees went out the back of the hotel. We sensed 
the quiet and checked the rooms— arriving at the MEC meeting just 
a few minutes after the Negotiating Committee. The Negotiating 
Committee presented to them the document. They reviewed it--it 
was certainly concessionary, but in their opinion it was the best 
they could do. There were points that remained, but time was 
becoming their worst enemy and not wanting to be the pocket veto 
for the MEC, they felt it was in their best interest to bring the 
document back. I determined at a point later in this evening 
that it was in fact not a tentative agreement— it was not 
anything other than a table position by Eastern’s management.
The Negotiating Committee made it clear to me that they had not
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accepted this agreement, but in fact had only said we will take 
it back to the MEC for consideration. Debate ensued. Time was 
of the essence. I had a personal briefing with Tom Boggs, one of 
the two directors chosen by the pilots to represent the pilot 
group on the Board. Mr. Boggs informed me that the situation 
that was going on was that clearly that Texas Air Corp. had a 
legitimate offer that was going to have to be addressed. They 
were concerned about a fairness of opinion. It was made clear to 
me that the airline would be worth more with two signed labor 
agreements than none. When asked point-blank, did Mr. Boggs 
think that the signing of two agreements would produce enough 
convincing movement by the labor unions that the covenants could 
be revised or the 28th deadline could be avoided without sale, 
the answer was no. He felt that the best that could come of 
having two agreements would be the Board would take the position 
that they would buy some time, perhaps 12 hours, to allow others 
to bid. Or it was thought that that time might be used by the 
other unions and management to convince Charlie Bryant that they 
were legitimate.

Then Mr. Boggs briefed the MEC very candidly. The Negotiating 
Committee had then presented their document. My order of time 
gets a little vague here. I was shuttling at this point between
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telephone calls, primarily with the Transport Workers. I spoke 
with Cathy Bailey. She indicated that they were close. I 
indicated that I would return a call later. We would speak at 
another point later in the evening prior to midnight. Their 
negotiations continued. Deliberation within the MEC mounted. On 
a voice vote at approximately 11:50, and this is my best 
recollection--somewhere in that time frame--the Eastern MEC voted 
by a vote of 19 to 8 to ratify the agreement. The vote was 
challenged with a roll call request. And upon roll call voting, 
the 8 had more roll call votes and prevailed. My recollection is 
that opposing were Skip Copeland, Bob Steece, Paul Page, Rick 
Monnar, Jim Gardner, Jim Dougherty, Skip Lane, and Tom Robinson.
I believe that those were the opposition members. MEC minutes of 
that meeting will reflect the actual vote.

Parliamentary procedures then tied up. There was at a point 
later in time, when it became clear that Charlie Bryant was going 
to move, that the debate centered on the value of having a signed 
agreement should the airline change hands as opposed to not 
having a signed agreement. There were indications that Jim 
Gardner wished to change his vote shortly before midnight. He 
was unable to get to the floor for a motion to reconsider until, 
in the best of my opinion, after 2:30 in the morning. The debate
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was highly charged. There was a tremendous amount of emotion. 
Many, many members of the MEC made very eloquent speeches. The 
concerns over whether the document should be ratified were there. 
There concerns over whether membership ratification would in fact 
enjoin the Board or could they buy time. These were all subject 
to consideration. But at 2:57, again to my best recollection, at 
2:57, Mike Connery came in and informed the MEC that the airline 
had been sold. At that point, Larry Schulte gaveled them into 
order, abandoned parliamentary procedure, and requested that they 
vote immediately on the issue. They did vote. Gardner changed 
his position, and the final vote was 20 to 7. A roll call would 
have been fruitless as was the final action because the airline 
had been sold. Prior to this time, I had requested at 
approximately 1:30 to speak with Cathy Bailey. She informed me 
that they in fact had an agreement and I asked her at that time 
if the company was present. She said that she was looking for 
them, but she thought they were and they had an agreement.

Further along those lines, there was additional confirmation that 
the TWU had an agreement and that confirmation was between Bob 
Callahan, President of the TWU, and Larry Schulte, the Eastern
MEC Chairman.
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Some points that came to light somewhat after the final moments: 
Mike Connery reviewed with the MEC the sequence of events that 
had transpired at the Board and his recollection is that the 
Board actually voted--considered the resolution to accept the 
Texas Air Corp. offer of $10.00 a share--somewhere around 2:30 in 
the morning; that vote passed, but it was my further 
understanding that no one had left the room, and there was some 
concern— there was a motion to reconsider made by Bob Callahan.

The Board of Directors then went into recess. At that time, Mike 
Connery and Callahan and others whose names I don’t know- 
pressured Charlie Bryant very hard for him to reconsider his 
position and they tried to prevail upon him that it was not in 
their best interest--in all of our collective best interests--to 
allow the airline to be sold to Frank Lorenzo and/or Texas Air 
Corp. With that thought in mind, when the recess was over, 
Charlie Bryant then offered to make some adjustments to allow the 
Board of Directors to reconsider their previous motion to accept 
the Texas Air Corp. offer. I understand that he offered--I 
emphasize that it is my understanding from a variety of sources 
that his offer was:

1 . Borman must resign.
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2. There must be outsiders brought in to form an 
efficiency study committee to--my guess would be -- 
review the airline top to bottom, management style 
techniques, cost saving, overall efficiency to the 
airline.

3. A "Big Eight" accounting firm should come in and review 
Eastern’s books. Again I suppose to confirm the actual 
need for the heavy concessions.

With these three items stipulated, he then indicated that should 
the airline continue to lose money for three consecutive months, 
then he would open his agreement and take a 15% wage cut. Wage 
cuts only. No productivity, no contractual work rule changes, 
but a straight 15 percent only.

At that point, it is my further understanding, Mr. Borman 
offered--tendered--his resignation to the Board of Directors, 
apparently optimistic that they could save the airline. The 
Board of Directors declined his offer of resignation. The Board 
further declined Mr. Bryant’s offer as (it was stated secondhand 
to me) it didn’t address the specific needs, and it didn’t cure 
the problem long-term.
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Somewhere just a few minutes before 3:00 a.m., I understand, 
again through Mike Connery, that Lou Kaden representing the law 
firm of Davis-Polk and counsel for the outside directors, 
approached Dick Magurno and asked him point-blank if the 
corporation did in fact have two signed labor agreements--one 
with ALPA and one with the TWU. Mr. Magurno replied, "No, they 
do not." It was at that point that Mr. Kaden indicated to his 
clients to proceed with the sale of the airline.

It was approximately 3:00 a.m. when the word was announced to the 
Eastern MEC in session that the airline had been sold. My 
recollection then is a period of chaos. It was a very sobering 
reality to cap off what had been an emotional evening— there 
clearly was concern and good ground for concern that the 
corporation was in fact using a pincer play to force the unions 
into a corner from which there was no easy avenue out. The 
options that were laid out by the corporation were either fix it, 
sell it, or tank it; they had become expanded to the fix being 
the 20 percents, the sale now being the infamous Texas Air Corp. 
with the guidance of Frank Lorenzo, and the obvious third 
alternative, bankruptcy. After the meeting had recessed, I left 
the Ramada Inn at approximately 3:10 with Captain Robert White.
We went directly to Eastern Airlines’ Building 16— we pulled up
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out front--the Board of Directors meeting had just broken. The 
lobby outside the auditorium was filled with people. I 
personally went in--spoke with Colonel Borman. Gave him my 
sincerest apologies that things had not worked out. He indicated 
that he also was sorry. He was physically and emotionally 
drained. He was apparently crying. He was indicating to me that 
he was very sorry about what happened. He indicated that he knew 
that we had tried and that I personally had tried--he appreciated 
that. He also stated that he hoped that the employees understood

that he had been trying to do what was in their long-term best 
interest. He also indicated to me he--he grabbed my arm and 
asked me if we had signed the final document. I indicated that 
we had. And he told me to be sure to get the rest of the 
signatures on that document and he looked at me and said,
"Lorenzo will try to screw you."

I then left the Eastern Building--returned to the Ramada Inn. I 
found out later that Captain Duffy came straight to the Board of 
Directors and met privately with Colonel Borman for a few 
minutes. He asked Colonel Borman if he would support the 
agreement. Colonel Borman indicated that he would.
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Hank Duffy then returned to the Ramada— we met in the room. At 
that post-MEC-meeting review after the airline had been sold-- 
again the parties met with the purpose of reviewing what had 
basically transpired and also for the purpose of ascertaining if 
there were any moves left to perhaps wrest the airline away from 
Lorenzo.

Present at that meeting were Captain Duffy, Larry Schulte, Larry 
Wells, Dan Vician, myself, the attorneys of Skadden Arps, both 
Mike Connery and Mike Goldberg. Don Skiados was present, as well 
as Bob Savelson and Bruce Simon, representing ALPA as general 
counsel from Cohen, Weiss, & Simon. The consensus of opinion 
after attending to cleanup details, PR on how we would handle

some of the things--attention was focused on any possibilities, 
any avenues, open to us and the consensus was that the only way 
that we would stop the tentative deal would be to find a flaw in 
the actual transaction, because the transaction itself clearly 
provided lockup provisions that would make it impossible for 
anyone to outbid Texas Air Corp. The sheer fact that the lockup 
provisions, including their getting 51% of the stock, would 
clearly preclude anyone else from outbidding them. Two points 
that came to light: In reviewing Mike Connery’s statement that
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Lou Kaden approached Dick Magurno and asked the question, "Do you 
or do you not have two signed agreements with the ALPA and with 
the TWU?" Mr. Magurno replied, "No". It enters my mind that 
Magurno could not have possibly had knowledge at that instant as 
to whether or not he did in fact have two signed agreements, as I 
am certain that he did not contact ALPA, and I can only assume 
that he did not contact the TWU. Those agreements could have 
been reached within the last hour, 30 minutes, 5 minutes -- it 
wouldn’t have made any difference -- he did not confirm that he 
did or didn’t have agreements. My speculation is that Lou Kaden 
was asking him that question with the intent of seeking a time 
delay before the Board actually voted. I suspect what he would 
have sought, were there two agreements in place, perhaps a 
twelve-hour recess, first to allow some people to work with 
Charlie Bryant and let him think through the realities of having 
the Corporation taken over by Texas Air Corp.; secondly, allow 
everyone to get some sleep and perhaps cooler heads would 
prevail; and thirdly, there is some question as to whether or not 
a fairness opinion could be validly made given the hour and the 
events.

The second technical point that seems to be at least a crack in 
the ice is the fact that the Texas Air Corp. offer was expressed 
in stating the offer was good until midnight only. The final
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deal transpired and was completed at some 2:45 a.m., almost three 
hours beyond the expiration point of the Texas Air Corp’s offer.

The following day, after a few hours of sleep (I think I retired 
at 6:15 a.m.), I woke up at 8:30, and had many people to confer 
with. I briefed ALPA’s remaining National Officers through Tom 
Ashwood. I gave Tom a thorough briefing and asked him to please, 
in my absence, brief the other officers, Captain Magee and Chuck 
Pierce. I returned after making many, many phone calls regarding 
the situation--I returned to the MEC meeting at 1:00 where I 
discussed with the MEC the fact that parliamentary procedures 
perhaps had kept someone from changing his vote. They had 
justification for stopping the clock at 12:01 or at 11:59. Jim 
Gardner publicly stated at that MEC meeting (Jim Gardner is the 
first officer representative from Atlanta) that it was his intent 
to change his vote and he had shared that fact with others. He 
had wanted to change his vote about 11:55 p.m. He restated that 
entire process in front of the MEC.

Other things discussed with the MEC--the TWU stating they had an 
agreement, basically why that inconsistency existed, and a few 
other details. The problem concerning the TWU agreement was 
misinformation from Cathy Bailey to me and Bob Callahan to
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Captain Bob White. I asked them to continue with their 
solidarity; they had done a great job and now more than ever they 
needed to be unified. I proceeded to join the Negotiating 
Committee at the Viscount Hotel at approximately 2:00. I went 
with John Loomos, the Eastern MEC counsel, and Bob Christy to 
Eastern Airlines to the Flight Ops center. We left and went to 
Captain Bob Shipner’s office and received a briefing on the 
events as he had seen them. I met with A1 Gibson and had a 
similar briefing. My role there was somewhat as a detail 
merchant. I spoke with Loomos regarding LPP language. He was 
very concerned that we have a complete document available for 
signatures prior to the time that Mr. Lorenzo had arrived. In 
retrospect those were false concerns due to the fact that Mr. 
Lorenzo said he would, in fact, and his corporation would support 
the signed agreement with Eastern that Eastern the corporation 
had agreed to with ALPA.

Prior to leaving I did spend some time with Captain Shipner where 
he indicated to me that he felt that he would be retiring shortly 
from his job as VP Flight Ops. He stated to me that Colonel 
Borman had asked him to pick a replacement. Captain Shipner 
reviewed many facets of the job and his personal prerequisites 
regarding that replacement. My assumption was that he wanted 
someone to be from the current pilot ranks in an effort to bring
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about a smooth transition as Texas Air Corp. brought more and 
more of their personnel aboard and into management. I was very- 
flattered to find that his recommendation for that job was me, 
but I did explain to him that as flattering as the job offer as 
Eastern’s Vice President of Flight Ops was, simply for a variety 
of reasons, I would be unable to accept.

The final document basic agreement through Section 43 and the 
signature pages were made available to Captain Duffy for 
signature at approximately 7:00 in the evening. To the best of 
my knowledge, the remaining documents were forwarded for 
signature within the next 48 hours.

Basically this concludes my recollection of the events of the 
acquisition of Eastern Airlines by Texas Air Corp. I made this 
recording over a three-day period. I began the tape on Friday 
and concluded the tape on Monday, 3 March about 1:20 in the
afternoon.


