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(At 1:47:14 p.m)

THE COURT: Okay, we’'re on the record in the matter
of ATA Holding Corp., et al. | think we've already taken roll,
have we not? GCkay, Ms. Hall, you want to begin with the
agenda?

M5. HALL: Yes, Your Honor. The debtors have filed
an agenda for today’'s hearing. An anended agenda was fil ed
this norning after certain other notions were filed. | believe
| passed out those in the courtroom and on |line the anmended
agenda has al so been fil ed.

Begi nning with Roman nuneral |1 under “Conti nued
Matters” is the notion to conpel debtor to assune or reject
executory contracts for paynent of adm nistrative expenses
filed by Viacom Qutdoor, and the debtor’s response to that; and
also Item#2 which is a simlar notion filed by Viacom The
debtors and Viacom woul d request that this matter be conti nued
for 30 days which would make it May 3rd ommi bus hearing date.
W' re hopeful of reaching an agreenent or at | east
st andar di zi ng sone evi dence.

THE COURT: Al right.

M5. HALL: Bringing us to Item #3 which is the notion
of Fleet National Bank for adequate protection. The debtors

have filed an objection and the Oficial Commttee of Unsecured

Creditors filed an objection. The parties have resolved this
matter and will be filing a stipulation. | believe there is
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soneone representing Fleet National on the phone. I s that
correct? Maybe not.

MR. O NEIL: Judge, this is Mchael O Neil. e
handl ed this matter for the debtors, and we forwarded to M.

Li pke and M. Prezant the stipulation that econom c terns have
been signed off on by the Conmttee and by Fleet Bank. So it’s
just a matter of doing the paperwork. W expect that wll be
done in the next day or two.

THE COURT: Al right. Anybody else for Fleet?
Ckay.

M5. HALL: Bringing us to Item#4 is the notion on
shortened notice for entry of an order authorizing debtors to
reject an airport lease with Geater Olando Aviation
Aut hority, an objection filed by Geater Ol ando. And t he
parties request that this matter be continued to the omi bus
hearing on April 18.

THE COURT: Al right.

M5. HALL: Item#5 is a notion by Signature Flight
Support Corporation, the debtor’s objection to sane, an order
prelimnarily denying the notion. Signature and Aircraft
Service International and the debtors have been in
negoti ations. | believe that we have reached an agreenent and
we'll be filing a notion to assunme the agreenent. | believe
M. Mascitti, as nodified, | believe M. Mascitti is on the

phone. Geg, are you there?
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MR MASCITTI: | am

M5. HALL: The debtors intend to file a notion to
assunme the agreenent and would ask that the Court put it up on
a negative notice such that if no one objects within 15 days,
that the Court would enter an order allow ng said assunption.
This would give the Creditors’ Commttee and other parties in
interest time to review the proposed assunption of the
agreenent as nodified and the cure paynent that’s to be
al | oned.

THE COURT: Al right.

M5. HALL: So until we file that, and that is acted
on by the Court, can we just continue the matter so it doesn’t
drop off?

THE COURT: Al right. You want to continue it to
the May date?

M5. HALL: May 3rd.

THE COURT: May 3rd. It should be wapped up by
t hen.

M5. HALL: It should be resolved. Yes, Your Honor,
it should be resolved by the order entering, assum ng the
contract.

THE COURT: Al right.

M5. HALL: Bringing us to Item#6 which is an
adversary proceeding filed by Goodrich Aviation Technical

Services. Goodrich has filed a notice of dism ssal and |
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believe that that adversary proceeding was cl osed on March
31st.

THE COURT: Right.

M5. HALL: Bringing us to Roman nuneral |11
uncontested matters, a notion for relief fromthe automatic
stay filed by M. Zaniel. The debtors and M. Zaniel have
filed a joint notion for entry of an agreed order.

THE COURT: Al right, hold on. Sonebody’s phone is
pi cki ng up sone noise. |s sonebody on a cell phone or --

(Pause regardi ng tel ephone transm ssi on noi se)

THE COURT: Al right. kay, let’s nove on.

M5. HALL: We were on Item#7. M. Zaniel and the
debtors have filed a joint notion for entry of an agreed order.
We just ask the Court to enter that agreed order allow ng the
stay to lift and this matter to go forward.

THE COURT: Al right.

M5. HALL: Item#8 is a notion for relief fromthe
automatic stay filed by Ronald Call ahan. The debtors do not
object to the stay being nodified for M. Callahan and the
parties are going to submt an agreed order. These are tort
clains, Your Honor, that are covered by insurance.

Bringing us to Item#9 which is the debtor’s notion
on shortened notice to reject certain executory contracts and
unexpired | eases currently carried by Chicago Express Airlines.

| think, Your Honor, that we'd like to wait and handle this
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notion at the sane tine that we handl e our sale notion.

THE COURT: Al right.

M5. HALL: Bringing us to Item #10 which is the
stipulation for relief fromstay and proposed order filed by an
attorney representing the debtors in a tort matter and a tort
claimthat’s an attorney asking again for a nodification of the
stay to allow the tort claimto go forward.

THE COURT: So you're going to submt an order on
t hat ?

MS. HALL: Yes, Your Honor.

THE COURT: Al right.

M5. HALL: Bringing us to contested matters which is
Item #11, a notion to conpel debtor to assume the tentative
agreenent with the Aircraft Mechanics' Fraternal Association
The debtors filed an opposition to this. The Mechanics’
Association has filed a reply. M. Gallagher is in the Court
representing ATA on this matter and | believe that there is an
attorney representing the Mechanics on the phone.

THE COURT: You have to step forward a little bit
closer if you would so they can hear you

MR. GALLAGHER: Thank you, Your Honor.

THE COURT: Wo's representing the Mechanics?

MR. MELTZ: Good afternoon, Your Honor. This is Lou
Meltz from Seham Seham Meltz & Peterson

THE COURT: Good aft er noon. You want to further

04-19866 4-4-
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address your notion?

MR. MELTZ: Yes, sir. Your Honor, the Aircraft
Mechani cs’ Fraternal Association, AVFA, by its notion seeks an
order to conpel debtor ATA Airlines to assune the tentative
agreenent with AMFA which consists of 19 articles including
Article 29 which contains a noving expense rei mbursenment
provi si on.

AMFA brings this notion, Your Honor, in response to
ATA' s February 22, 2005 witten notice to certain enpl oyees
that due to certain stock reductions, they would be displ aced,
and any rel ocati on expenses would be at the enpl oyee’'s expense,
thereby indicating a unilateral change to Article 29 of the
tentative agreenent, the TA

The novi ng expense rei nbursenent provision affects
approximately half of the 49 AMFA representative enpl oyees
bei ng di splaced in March and April of this year who had to
assign their seniority to stay wth ATA And ATA has nmade no
effort to negotiate or justify a voluntary nodification of
Article 29 of the tentative agreenent.

Now the tentative agreenent is an agreenment between
managenent and | abor, and that even a collective bargaining
agreenent woul d bear sone resenbl ance (unclear) and the
debtor’s burden of proof is greater than under the busi ness
j udgnent test. ATA has not conplied with the conditions of

Section 1113 of the Bankruptcy Code to nmake a proposal to AMFA
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based on the nost conplete and reliable information avail abl e
providing for an entry of nodification to enpl oyee benefits and
protection of an industry to permt reorganization.

THE COURT: So are you asserting that this is a
col | ective bargaining agreenent?

MR, MELTZ: Well, Your Honor, we are asserting that
this is an agreenent, it’s an enpl oynent agreenent. It’'s a
contract. The conpany and the uni on, AMFA, has been in
negoti ati ons since 2002. They' ve reached agreenent on 19
provision, 19 articles.

THE COURT: Yes.

MR. MELTZ: W also, our position, Your Honor, is ATA
has not conplied wwth the Railway Labor Act by providi ng AMFA
wi th advanced witten notice of any tentative change until on
or about February 22nd of this year. Now Section 2, first,
Section 2, first duty to bargain in good faith under the
Rai | way Labor Act, standing al one, precludes unilateral
changes to the tentative agreenent. Negotiations have begun.
This is ATA's unilateral election not to abide by Article 29
whi ch contains the noving expense rei nbursenent provision.

Now, Your Honor, there are two cases that have a
di rect bearing upon this particular case. The instant case is
simlar, this case is simlar to an Eleventh G rcuit case,

Transportes Aeros Mercantiles, the Tanpa Airlines case; United

Transportation Union case, District Court case in the Northern
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District of Illinois, the only District Court’s decision found
with the jurisdiction, wwthin the jurisdiction of the Seventh
Crcuit.

The parties have already reached a tentative
agreenent seeking articles to bargaining, including ATA s use
of self help, disturbing the status quo of the 19 articles,

i ncl udi ng the novi ng expense rei nbursenent provision of Article
29. Debt or may not assume the executory contract, the
tentative agreenent in part, and reject in part. It either

assunmes the whole tentative agreenent, the entire TA, or none

of it.

THE COURT: Well, do you disagree with that?

MR. GALLAGHER  Yes, Your Honor, we do.

THE COURT: Al right, hold on. Go ahead, are you
fini shed?

MR, MELTZ: No, Your Honor, | just have two issues
that | would just briefly like to address with the Court’s
per m ssi on.

ATA s unil ateral change of Article 29 is a resort to
sel f-hel p before exhaustion of the Act’s negotiation and
medi ati on procedures interferes with the normal course of
negoti ati ons by weakeni ng AMFA' s bargai ning position. But in
the Tanpa -- in the Tanpa Airlines decision, Tanpa deci des a
guestion left open the U S. Suprene Court, the Detroit and
Tol edo case, by further holding that Section 2 first duty to

04-19866 4-4-
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bargain in good faith standing al one precludes unil ateral
changes of negotiations that commenced by reasoning that the
Detroit and Tol edo have |imted (unclear) allowance of

unil ateral changes to the narrow situation, and there is
absolutely no prior history, absolutely no prior history of any
col | ective bargaining or agreenent between the parties on any
matters.

In the Tanpa Airlines case, the case al so reasons
that unil ateral changes are precluded under Section 2 first of
t he Railway Labor Act, notw thstanding the absence of a
col | ective bargaining agreenent in cases where identical
policies to those in the Detroit and Tol edo hol ding are
inplicated, neaning that if managenent is permtted to nmake
uni | ateral changes in working conditions during collective
bar gai ni ng, the union’s position will be underm ned,
interruptions in interstate commerce are likely to occur, and
t he purpose of the Act will be frustrated.

The progeny of the WIllians case referenced in ATA s
papers, notion papers, as the second, as the Second, N nth, and
D.C. Crcuit cases are distinguishable fromthe instant case in
that these cases either fall within the Wllianms smal|l w ndow
of remaining vitality or their reasoning is inferior to the
Tanpa Airlines decision.

THE COURT: Well, do you think that this agreenent is

a tenporary or tentative agreenent or is a final agreenent?

04-19866 4-4-
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MR MELTZ: Your Honor, it is a tentative agreenent.

THE COURT: And do you think that ATA has a right to
nmodify its policies when this tentative agreenent is in effect?

MR. MELTZ: Your Honor, not w thout consulting AVFA
and negotiating with AMFA

THE COURT: Al right. |’ msorry, | keep
interrupting you. Have you concluded your argunment?

MR, MELTZ: Well, there’s just one |last issue, Your
Honor, the limtation issue. If I maght, I'd |like to address
that, take a m nute.

The time when the Article 29 disputes arose in 2005
and the substance of the disputes is Article 29 which was
agreed to in 2004 and not unilaterally changed until 2005. It
seens plausible that the Article 29 provision of the tentative
agreenent agreed to by ATA on May 28th, 2004 does not supersede
ATA's policy in August 2002 which did not provide for noving
expenses and which was at a tine, at a tinme when negotiations
bet ween the parties had not yet comenced.

In order to accept ATA's Iimtations argunents, this
Court must turn a blind eye to both the existence and the
substance of Article 29 which ATA agreed to on May 28th, 2004
as well as the fact that on Septenber 1, 2002 or on Septenber
15, 2002, the parties had not yet commenced negoti ations.
Thank you, Your Honor.

THE COURT: Thank you.

04-19866 4-4-
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MR, GALLAGHER  Your Honor, AMFA has represented the
Mechani cs and rel ated enpl oyees at ATA now for well over two
years, and during that entire period of tine, those enpl oyees
have been subject to wages, work rules, and benefits
established unilaterally by ATA managenent because there is no
col | ective bargaining agreenent in place, up to and including
t oday.

The | ongstandi ng practice which we have docunented to
Your Honor at ATA under managenent policy is that there is no
rei mbur senent of enpl oyee novi ng expenses for Mechani cs and
rel ated enpl oyees. So the, to the extent that the union is
conpl ai ni ng about a change in any existing terns or conditions
of enpl oynment, Your Honor, we believe we’'ve nade the record
that there is no such change, and AMFA has not contested our
factual representations to the Court.

THE COURT: Tell ne then, what does it nean when it’s
in your tentative agreenent?

MR. GALLAGHER: It neans that it’s in linbo, Your
Honor .

THE COURT: So --

MR, GALLAGHER W are currently in collective
bar gai ni ng under the supervision of the National Mdiation
Board. And when that bargaining is concluded, when all of the
articles have been TA, then that package will be taken out for

menbership ratification

04-19866 4-4-
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THE COURT: So none of the TA's are binding until al
of the, until a conplete agreenent has been reached, is that
your contention?

MR. GALLAGHER: Yes, Your Honor, that is our
posi ti on.

THE COURT: So outside of bankruptcy, if this
bankrupt cy had never happened and you were involved in this
col l ective bargai ning process, and you reach a TA and it calls
for you to pay noving expenses, you would not be paying --

MR. GALLAGHER: We woul d not, Your Honor, and we have
not inplenented any of the other TA's that have been reached
over the past two years of bargaining. This notion is the
first suggestion that we had any obligation to do so. There’'s
expressed adm ssion, Your Honor, in the AMFA docunents which we
submtted to the Court that they told us and they told their
menbers that there is no agreenent, no binding contract, unless
and until there is a conplete agreenent between the parties on
all of the articles, step one, and step two, it has been
submtted to their nenbership for ratification

THE COURT: And you don’t want to reject because you
don’'t want to give rise to a claimfor rejection on what you
don’t think is a binding agreenent?

MR. GALLAGHER: Absol utely, Your Honor.

THE COURT: Ckay. Wat do you say to that?

l"’msorry, M. Meltz, is that right?

04-19866 4-4-
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MR MELTZ: Yes, sir. Yes, Your Honor. Your Honor,
it is our position that the union, AMFA, and managenent, the
conpany, have been in negotiations since 2002. AM-A has not

made any adm ssions that the tentative agreenment is only

tentative. In fact, the conpany has, has inplenented one of
the provisions or made sone -- I’mjust looking at ny -- the
seniority provisions. Part of their enploynent policy

handbook has started to inplenent the seniority provision that
was contained for the articles that were negoti ated over the
years.

So it's our position that the tentative agreenent is
in fact an agreenent and that the conpany has to, under the
Rai | way Labor Act, maintain the status quo, cannot unilaterally
make changes to the working conditions -- the work conditions
and the rules in ternms of enploynent.

THE COURT: So you take the opposite position, and
that is you, you re telling nme that outside of Bankruptcy
Court, when these processes are going on and the parties reach
a tentative agreenent, fromthat point on the parties abide by
the terns of the tentative agreenents, even though the ful
agreenent has not been consunmat ed?

MR. MELTZ: Yes. Subject to ratification, Your
Honor .

THE COURT: Well, what does that nean? That you

don't, until the end?

04-19866 4-4-
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MR. MELTZ: The parties, Your Honor, the parties do,
they do abide by the ternms and conditions; but no one, but both
parties, either party cannot unilaterally nake changes to the
vari ous provisions that have been agreed to.

THE COURT: |’'mnot tal king about changing them 1|’ m
tal ki ng about inplenenting them Are they inplenented prior to
t he consummation of the entire agreenment?

MR. MELTZ: Prior to ratifica -- prior -- Your Honor,
prior to ratification

THE COURT: For ratification.

THE COURT: Is that a yes?

MR, MELTZ: It is, Your Honor, I'’msorry, could you
pl ease repeat the question?

THE COURT: Are the terns of the tenporary agreenent,
or is that what you call it --

MR. GALLAGHER: Tentati ve.

THE COURT: -- tentative agreenent, inplenented prior
to the ratification of the entire agreenent?

(Pause)

MR. MELTZ: Your Honor, the termnms, the provisions are
i npl enented. In fact, we see between AMFA and between AMFA,

t he uni on, and ATA --

THE COURT: Al right.

MR. MELTZ: -- (unclear) as directed by the

agr eenment - -

04-19866 4-4-
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THE COURT: Al right, it sounds |like we have a
factual dispute. I’mgoing to set it for an evidentiary
heari ng on May the 3rd. And call -- | want an expert here to
explain to ne how these | abor agreenents work, because |'m
hearing two different versions.

So I'll set it for the end of the omi bus date, on
May the 3rd. Because the whole issue is they're saying there's
no contract here to assune, that these are stages of the
negotiation is the way | read their witten subm ssions and
what they’ re arguing today. And you're telling me that even
though it’s not conplete, it’s a binding agreenent as it
exists, and that it is in fact inplenented as it exists,
customarily, and that’s a question that | don’t know t he answer
to. So that's what we’' Il have a hearing on, on May the 3rd.

MR. MELTZ: Thank you, Your Honor.

THE COURT: Al right.

MR. GALLAGHER: Thank you, Your Honor.

THE COURT: Moving right al ong. M. ONeil?

MR. O NEIL: Good afternoon, Judge. M chael O Nei
on behalf of the debtors, and | think M. Everett is here on
behal f of AMR Cor p.

If | can just recap conpletely what this contested
matter is about. Chicago Express Airlines | eased a fleet of
Saab 340 aircraft, including six aircraft that were on | ease

from AVR Corp. They were the last of the |leased aircraft to go

04-19866 4-4-
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out of the Chicago Express Fleet. W filed notices of
rejection on or about the 22nd of March pursuant to the
rejection procedures order that Your Honor had approved | ast
fall, I think in Decenber. In any event, AMR filed a
precautionary objection because there were sone ongoi ng

di sputes about the way in which we were going to effect
redelivery of the aircraft.

And to sort of cut to the bottomline of where we are
t oday, Judge, four of the six aircraft were returned on Friday,
and so we think the objection to the rejection is nooted with
respect to four. Tail #314 and 316, however, have not yet
been redelivered for really for airworthiness and nmechani cal
reasons. And the parties are working together to try to
resol ve those issues, but I would be the first to admt there
was a little bit of confusion with the pending sale of Chicago
Express, efforts by prospective buyers to reach out to the
| essor and see whether they m ght conme to a new agreenent, and
| told M. Everett since he flew all the way up fromDall as he
shoul d cone probably for the fact that the last two aircraft
are still not returned.

But the bottomline is we think that the appropriate
standard for |ease rejection is the Business Judgnent Rule.
There’s anple cause in the record to denonstrate this is a
proper exercise of business judgnent, and it nmay be that AMR

has sone unsecured clains and sone adnm nistrative clainms with
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respect to these aircraft, but those are appropriately handl ed
in the context of either a proof of claimor a request for
al | onance of paynent of the adm nistrative expense.

That basically sunmari zes our position, Judge.

THE COURT: Al right, M. Everett.

MR. EVERETT: Thank you, Your Honor. Scott Everett
for AMR Leasing Corporation.

Your Honor, |’ve been working with Ms. Wight also of
the sane firmand we did stipulate |ast week that the delivery
of the four aircraft to Abilene would be w thout prejudice to
the argunents that we’re maki ng here today.

Wth that said, we view two issues. Under Section
1110(c)(2) of the Bankruptcy Code, a |ease is deened rejected
only upon surrender and return of the aircraft. That is
consistent with the Court’s rejection procedures order which
ties rejection, the effective date of the rejection, to the
actual surrender and return of the aircraft.

Nunmber one, if the debtor makes a Section 1110(a)
agreenent to performall obligations and if one of those
obligations is the agreed to procedure for surrender and return
of the aircraft, we view it as an issue of whether the Court
may reasonably require the debtor to conply with the agreed to
surrender and return conditions. We do not believe that that
is inconsistent with Section 365.

Nunmber two, the rejection procedures order itself we

04-19866 4-4-
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believe requires the debtor to surrender the aircraft in good
condition, and I'Il get to the reasons for that. But if | may
first go through what | believe are the undisputed facts, and |
think we are here on undi sputed facts, and the only issue is a
| egal i ssue.

THE COURT: Al right, what’'s the |egal issue?

MR. EVERETT: The legal issue is, if the debtors are
not conplied, may the Court require, nunber one, that the Court
require the debtors to surrender and return the aircraft
pursuant to Section 1110(c)(2) and the Court’s rejection
procedures order in the manner that the debtors have agreed to
surrender and return the aircraft.

THE COURT: Al right.

MR. EVERETT: That's the first |egal issue.

THE COURT: Wiat's the second one?

MR. EVERETT: The second legal issue is, does the
| anguage of the Court’s rejection procedure order itself
require the debtor to return the aircraft in good condition?
And I'l'l wal k you through the | anguage of the order.

THE COURT: Al right, let’s talk about the first
one.

MR, EVERETT: Sure.

THE COURT: First of all. Now, | think the answer to
that is probably yes, but if they ve got an airplane that’s not

airworthy and they' re supposed to return it to sone certain
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stock, I'"mnot going to tell themto take a non-airworthy plane
up into the air, right?

MR. EVERETT: No, we agree that non-airworthy
aircraft should not be taken up, but we do believe that if they
have agreed to surrender, they’ ve agreed to the surrender and
return conditions, one of which is to return it in operable
condition; and the Court’s rejection procedures order in fact
requires the debtor to reinstall, at the debtor’s own expense,
the original engine that was attached to the aircraft. W
think that you can fairly --

THE COURT: |Is there a disagreenent about that?

MR. EVERETT: That the aircraft --

THE COURT: No, that they, that they -- | thought
they were in the process the last time we were here of putting
t he origi nal engi nes back in.

MR. EVERETT: | don’t believe that we’ve been before
-- there were other sone Saab aircraft that had simlar issues
but this is the first time that AVR has been before the Court.

THE COURT: Al right, maybe those were other
manuf act urers.

MR, EVERETT: But we -- it is undisputed that we have
one aircraft, that we have two aircraft in a hangar in South
Bend, I ndi ana. The first aircraft has damage near the air
cargo door and is grounded; it cannot fly until it’s fixed.

It’s also undi sputed that a second aircraft is
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grounded at the hangar because one of the engines is sitting on
hangar four with a conpressor (unclear) problem The rejection
procedures order itself requires the debtor to reinstal

original engines, and we think it’s a fair interpretation of
the Court’s order that if we started out with an engine in a
functioning condition, that they ought to reinstall not a
bucket of bolts but a functioning engine. We think that’s
consistent with the Court’s rejection procedures order.

We have already agreed to reinstall the original
engi ne, and we’'re suggesting that it’s a fair interpretation of
the order that to reinstall the original engine neans to
reinstall a functioning engine. It would serve no purpose to
reinstall an engine that is not functioning.

THE COURT: Even if that is the original engine?

MR. EVERETT: Even if it is the original engine.
mean, if it’s broken and in hangar four, it serves no purpose
to reinstall without fixing it first.

THE COURT: Then why didn’t the order say they're to
install a functioning instead of the original engine?

MR. EVERETT: | don’t know why it was not that
explicit. So again, we think it’s a fair interpretation of
the order that to reinstall an engine nmeans to reinstall a
functioni ng engi ne.

THE COURT: Well, if they don't install a functioning

engi ne, don’'t you have an adm nistrative claimfor damages?
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MR. EVERETT: W do, Your Honor. And as the debtors
correctly point out, in the TWA case, that arose after the
fact, and the debtors breached the Section 1110(a) agreenent,
does the aircraft | essor have an admnistrative claimfor
breaches of the agreenent. W agree, yes. |f we have to cone
back and request an admnistrative claim we wll. But we’'re
sinply suggesting that it really serves no purpose other than
to add fees to have us do it and cone back and get reinbursed
if the debtors would sinply just do it now as we think they ve
agreed to do and as the Court has required themto do under the
rejection procedures order.

THE COURT: Al right, what do you say to that, M.
O Neil?

MR O NEIL: Well, Judge, if ever there was an order
that was beat to death before it was signed, it was the
rejection procedures order and the 1110 procedures order. And
the reason that that |anguage was in the order was because we
had multiple | essors of the sanme type of aircraft. And what
the | essors were concerned about was if | have one aircraft, |
want to get ny engines back so that | can rel ease the plane.
In this instance, the engines are going back to the |essor.
There’s no requirenment that says they have to be perfectly
functioning or have 50 per cent lifetime left. Those are al
things that just no one was going to agree to and we certainly

didn't agree to it.
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So with respect to the other issues about the return
conditions, we didn't assune the |ease. | f we had assuned the
| ease that existed pre-petition, we’d be bound by all the terns
and condi tions. VWhat we’'re asking for is to reject the | ease
now, which is a Court approved breach of the agreenent that
gives rise to a claimfor damages.

And finally, Judge, there is nobody left at Chicago
Express other than the skeleton staff needed to maintain the
sort of going concern status of the conpany pending the sal e of
Chi cago Express. So there is no person that can go and do the
types of things that he's tal ki ng about. And t he proper
procedure is, if you' ve got a claimfor damages and it occurred
post-petition, then that’'s an adm nistrative expense and we can
certainly take a close | ook at that and determ ne the anmount in
which it should be all owed.

THE COURT: Isn’t that really your only practica
remedy at this point? | nean, they don’'t have anybody there to
do it.

MR. EVERETT: Your Honor, the lease is with ATA, and
ATA remains primarily liable on the | ease. ATA did sublease it
to Chicago Express, but ATA is our primary obligor. ATA has
not shut down. ATA can pay nechanics to go out there and fix

t he engi nes.

THE COURT: Well, let nme tell you one answer to one
of your questions. | think original neans original. Because
04-19866 4-4-
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this has conme up in other instances with other parties who have
been in here insistent upon the fact that they get their

ori ginal engine back, and we’ve had to wait until they can get
their original engine back. And | just think that in order to
be consistent with what | understood the agreenent to be
originally and the way |’ ve seen it construed throughout this
case, original neans original.

So, and if the original, if the original engine is a
bucket of bolts, as you put it, then assumng that, | nean, |
know there are timng issues as to when clains occur, but you'd
have a claimof one sort or the other, | would assune.

MR. EVERETT: W do agree that if we have to cone
back, we will have an admnistrative claim It is true that
t he debtors have (uncl ear)

THE COURT: | didn't say that. | was very carefu
not to say that. | said that earlier. But, | nean, if you
have an adm nistrative claimfor your danmage that occurred
post-petition and whether you have, what the status of the
bal ance of your claimis, is sonething |"msure that will be
hotly contested. And we’'ll take that up at the appropriate
tine.

So | think that kind of answers your second part,
too, didn't it? Wether they have an obligation to return it
in the sanme condition or suitable condition, is that your

second point?
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MR. EVERETT: Yeah, | nean the -- well, the first
poi nt was Section 1110(a) itself required themto surrender and
return it in accordance with their agreenent. The second
argunent was the rejection procedures order itself requiring
themto surrender and return it. We interpreted that Court’s
order to nmean functioning engine as opposed to, you know, a
bucket of bolts. But | do believe that the way | understand the
Court’s opinion on this --

THE COURT: | think that word was very specifically
chosen for reasons naybe not to be entirely beneficial to you
at this particular point in tinme but because of other concerns.
So I'’mgoing to rule that that’s what that neans, origina
means original. Does that resolve this for today, or would
you- - ?

MR ONEIL: WlIl, |I believe so, Judge. The
proceedi ng, the disputed matter that’'s before you now was the
rejection notices that were filed, and then we woul d ask that
you enter an order granting the request to reject the | eases on
all six aircraft; and to the extent that it’s not in the
proposed order, we can obviously put in a new version of the
order that it’s without prejudice to the rights if any --

THE COURT: | will do that, but they are also
entitled to any clains that they say arise out of -- they're
entitled to bring any clains that they say arise out of the

failure to return the two in the appropriate manner or in the
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appropriate condition, whatever their clainms would be.

MR. EVERETT: Well, | guess that does | eave one
unresol ved issue which is the return |l ocation for the two
aircraft that are remaining. The debtors and AVR did agree
that these four aircraft that could fly would be returned to
Abi | ene, Texas. W would ask the Court that if AMRIis going to
be required to fix the engines and aircraft thensel ves, that
the delivery location still be Abilene because, as debtor’s
counsel has suggested, there are very few people left at the
Chi cago Express renmmi ning hangar. AMR will go ahead and fix
the aircraft and engi nes, but we do not have an operating
certificate, we can’t sinply send our pilots up there to fly
(uncl ear)

THE COURT: But after we get themto Abilene, wll
they fly?

MR. O NEIL: The repairs have to be nmade before they
can fly, Judge. O | think in one instance they have to fly at
a lower altitude because of pressurization issues, and the
cargo door got damaged. But if there’s a way to get themto
Abilene. The flight crews will take themthere as soon as on
one aircraft the door can be fixed or fixed enough to fly; and
on the second aircraft with the problem engine, we either get a
spare from AMR up there and attach it and fly it down, or sone
ot her arrangenent is nmade that permts it to be flown.

THE COURT: Can you all work that out? I don't --
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MR. EVERETT: Yes. | understand. W -- | understand
the Court’s ruling that we’'re going to fix it ourselves. W’'re
just asking that the surrender and | ocation, return |ocation
for the last two be in Abilene because the debtors apparently
have pilots that have nothing to do until April 15th. They can
fly the airplane. W cannot sinply send pilots up there to fly
the aircraft back

THE COURT: As far as supplying the pilots, I’'d be
happy to place that duty on the debtor. As far as getting the
engi ne up there, though, you understand that your client is
going to have to do that.

MR. EVERETT: | understand, Your Honor.

THE COURT: Al right, And you have to find sonebody
that’s wlling to fly the one real low with no door.

MR ONEIL: It will be perfectly fine and airworthy
by t hen.

THE COURT: Al right. That’s good.

MR. O NEIL: Maybe what we can do is enter orders on
the four aircraft that have al ready been returned.

THE COURT: Al right.

MR ONEIL: And then I'Il work with M. Everett to
see if we can take care of the other two.

THE COURT: |If you have problens with the | anguage,
|l et me know, get nme on the phone, and I'll resolve any disputes

you have on the | anguage.
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MR, EVERETT: |'Il work with M. O Neil on the forns
of all the orders.

THE COURT: Ckay.

MR. EVERETT: Thank you, Your Honor.

THE COURT: Thank you.

MR. O NElIL: Good day, Judge

May | be excused fromthe rest of the hearing?

THE COURT: You nmay.

MR. EVERETT: Your Honor, I'’msorry, AMR also filed a
precautionary objection to the sale notion in the event that
the debtors were going to assunme and assign the |leases. Wre
not -- and based on what has transpired here today, we wll

W t hdraw t hat precautionary objection.

THE COURT: |'mshowing that’s withdrawn in open
court.

MR. EVERETT: May | be excused?

THE COURT: You may.

MR. EVERETT: Thank you, Your Honor.

MR. CARR Again, Item 13, Your Honor, notion to
retain. This has to do with the Chicago Express transaction

notion, and unfortunately it’s a little bit conplicated and I’ m
going to wal k you through. M. Mal ak, who was appointed as

t he Exam ner characterized this this norning as the nost
conplicated five mllion dollar deal he's heard. Hopefully

it’s a bigger deal than that, but it’s in that ball park
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As the Court knows, we had established auction
process to attenpt to find bidders for the Chicago Express
assets. As we wal k through this, one key itemto note is that
we're actually selling assets of Chicago Express and al so then
when we tal k about the two owned Saabs we’'re selling assets of
ATA Airlines.

And in that regard, we had an auction. It went on
| ast Thursday. W followed the process that we had had
approved here with Conpass at the helm W had invited five
bi dders to the auction, six showed up. We had participation
by five. The one that showed up that day really canme and sat
and listened for awhile and went away.

One of the first things | want to do is tender to the
Court a transcript of the auction that was recorded, and we’ ||
offer this as Debtor’s Exhibit 1. And we’'d offer Debtor’s
Exhi bit 1.

THE COURT: (unclear) have it marked? Al right,
any objection? 1's admtted w thout objection.

VWHEREUPON EXHI BI T D-1 WAS MARKED AND ADM TTED | NTO EVI DENCE

MR CARR As | relate sonme of these facts and
ci rcunst ances, Your Honor, to the extent we need to take
testinmony with regard to them M. Kaufman of Conpass is here
and possibly M. Gendy fromHuron, or M. Brick m ght also
have to testify but I'’mnot sure we're going to neet any rea

opposi tion here today.
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At the auction it was determ ned that the highest and
best offer was an offer being made by Okun Enterprises, and
whose principal is a gentleman naned Ed Okun. And Ckun
Enterprises was represented by M. Hostetler, M. Baker here,
and | don’t know whether M. Binghamis on the phone from
Kut ech Rock (phonetic) but they’ re counsel.

UNI DENTI FI ED SPEAKER (can’t hear when he says his
nane): Yeah, this (unclear, very bad tel ephone static) Rock.

THE COURT: Al right, we're getting sone w nd noise
on the phone. Sonebody needs to put their phone on nute
that’s using a cell phone perhaps.

(Static on soneone’s phone conti nues)

MR. CARR The basic formof the transaction is to
sell the assets at Chicago Express and to sell the two Saab
aircraft. For the Chicago Express assets, Okun Enterprises
will pay as much as four mllion dollars, and subject to
certain adjustnents as little as three mllion dollars. For
the two Saab aircraft --

THE COURT: | couldn’t really hear you on that part.
Go ahead.

MR CARR |I'msorry. For the Chicago Express
assets, Ckun will pay as nuch as four mllion dollars, and at
| east three mllion dollars. And it’s subject to certain
adjustnments I’mgoing to talk about in a nonent because it’s

part of the trickiness here wwth regard to what we’'re

04-19866 4-4-
2005




N

o o A~ W

10
11
12
13
14
15
16
17
18
19
20
21
22
23
24

25

Page 31

presenti ng.

Wth respect to the Saab aircraft purchased fromthe
ATA estate, they would pay 1.22 mllion dollars apiece. So
that the total purchase price will be sonmewhere between 5. 44
and 6. 44.

The adjustnent, that mllion dollar sw ng depends
upon negotiation with a nunber of third parties, and because it
depends on that negotiation, we needed to redact fromthe
| etter agreenent that we have that incorporates, that reflects
this bid, the informati on about who we’re going to negotiate
wi th and how the adjustnment is made. O herwise, if we put
that in front of the world, those third parties will know
exactly who we’re negotiating with and how nuch noney we have
to negoti ate.

So we have filed this afternoon the notion to file
the letter agreenment we have wth Okun under seal. W have
attached to the proposed order that we’'re tendering to the
Court on this a copy of this letter agreenent, and it’'s very
detailed, with just that information redacted. So t hat
everybody can see what the basic deal is. The one thing we
don’t need third parties to see is the grounds for the
negotiation of this one mllion dollar sw ng.

So what we’'re asking the Court to do is to put the
full letter agreenent under seal, and when | say that, when

say put it under seal, the notice parties will have copies of
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it -- that's the Creditors Commttee, the ATSB, the Sout hwest
Airlines, the DIP | ender, obviously Okun, and the U S. Trustee.
But with respect to other third parties, we want to keep those
redacted provisions fromview

So that’s our first request is that that seal notion
be grant ed.

THE COURT: Does anybody object to that? I'Il grant
t hat noti on.

MR. CARR We've already dealt with the AMR
objection. The City of Chicago has filed an objection and |
think it has to do with either confusion or -- probably
confusion. Their concern was that by the sale to open we were
attenpting to do sonething without the Gty of Chicago’ s
consent up at Mdway Airport, and the fact of the matter is
that we aren’t. And the letter agreenent that we’'re going to
tender to the Court will make it clear that if Okun Enterprises
deci des that they wish to take sone action to operate at M dway
Airport, whatever they decide they want to do at M dway Airport
wll only be done with the consent of the City of Chicago. And
to the extent the Gty of Chicago does not consent, then
they’'re not going to do it.

And that being the case | think that conpletely noots
the objection filed by the Gty of Chicago.

MR. LAUTER  Good afternoon, Judge Lorch. Richard S

Lauter of the law firmof SeyfArth Shaw on behalf of the City
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of Chi cago.

The objection that we filed this nmorning clearly
outlines our concerns with respect to this matter so | won't go
into any of that. | think we need to take it however one step
further than M. Carr just articulated to you.

After the filing of the objection this norning, ny
client was able to have sone discussion with M. Caban
(phonetic) representing M. Okun, and that went a long way to
clearing up a ot of confusion that existed and precipitates
the filing of the objection.

Based on an understandi ng reached by M. Caban and ny
client, M. Ckun has agreed that he will not be flying into
M dway Airport after May 31st, 2005, if at all; and M. Caban
has agreed on behalf of M. Okun to articulate that on the
record today and to also supply the City of Chicago with
witten confirmation of that fact.

Wth that understanding and that confirmation, we are
prepared to wi thdraw our objection today.

THE COURT: Al right. I s that your understandi ng?

MR, HOSTETLER  Judge, Gary Hostetler on behal f of
Okun Enterpri ses. That is indeed our understandi ng of the
transacti on.

THE COURT: Al right, very good. [|’'ll show your
objection is wthdrawn in open court.

MR. CARR.  Your Honor, we’'re going to feed up to the
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Court, | never quite get the ternms, upload, a couple of -- a
formof order, and there’'s one little aspect to it | want to
highlight to the Court, and that is because as we’ve gone
through this sale process we weren't quite certain which
executory contracts a particular bidder mght want, it’s been
difficult for us to provide a lot of notice to counter-parties
to executory contracts with regard to the assunption and
assi gnnent of contracts, and this formof order that we woul d
tender to the Court has enbedded in it -- and I can hand a copy
up to the Court -- if | can find the paragraph -- it has
enbedded in it a concept of an extended assunption notice and
heari ng provision which is found on page 4 at the bottom of
par agraph E

And the concept there is that in this letter
agreenent, including the redacted version that’'s attached to
the order, |I think there are four or five executory contracts
identified wwth the parties, and those parties would be
afforded an additional period through April 14th, close of
busi ness on April 14th, to file any objection or request any
hearing with regard to any specified matter involving the
assunption and assi gnnent of those executory contracts. And
i f sonmebody does tinely file an objection or request a hearing,
then we’'d ask it be heard on the 18th, which is the next
omi bus dat e.

THE COURT: This is a notice provision to the
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projected party who you' re going to, the purchaser is going to
assume - -

MR. CARR:. Debtor will assune and then assign to the
purchase of the contract.

THE COURT: That the debtor intends to assune and
assign --

MR. CARR  Yes.

THE COURT: -- and you're giving them an additional
opportunity to object.

MR. CARR  Yes.

THE COURT: Al right.

MR. CARR. And so that if no one objects, then that
w Il be closed off close of business the 14th; if they do then
we'll have a hearing with regard to any issue on the 18th.

THE COURT: Al right, that’s fine.

MR. CARR  Your Honor, | think, unless soneone has
sonething nore to say, what we’'re tendering to the Court and
proffering to the Court as a factual matter is that as a result
of this auction process, the debtors in consultation with the
notice parties have determ ned that the bid of Ckun Enterprises
is the highest and best offer for these assets, and we're
asking the Court to approve that by the formof this order.

And we circulated the formof this order to Ckun, the
Creditors’ Commttee, Southwest Airlines as the DIP |ender, the

ATSB | enders; also sent it to the Exam ner who's on the
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t el ephone, and maybe others but | think we tried to get input
fromall those key parties, and to ny know edge, there is no
obj ecti on and people signed off on the formof this order.

THE COURT: Does anybody want to respond?

MR. COLLINS: Your Honor, Brendan Collins fromthe
Department of Justice. W do not have an objection to the
proposed order. W would just |ike one point of clarification.
We did not have a chance to see it as early as we woul d have
Iiked, and that is no through no fault of the debtor, the
proposed order.

On the transaction notion and the conmtnent letter,
both reflect that it is subject to all necessary regul atory
approval, and | believe that’'s the intent of the parties.
There is not that specific |anguage included in the order
itself simlar to what appeared at paragraph 15 of the notion.
But we would just like a reflection on the record that it is
subj ect, that the proposed sale would be subject to al
gover nment necessary regul atory approval .

MR. CARR That's acceptable, Your Honor. This does
contenpl ate an operation of the airline and we are going to
have to go through a process to obtain the FAA and DOT approval
and that’s all contenplated by this.

It really is, | should have explained this nore
fully, it’s kind of a two-stage or naybe it’s a nmulti-stage

process. The first one is the approval of the formof this
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| etter agreenent, and then that contenplates the definitive
agreenent that will follow, but then these approvals wll have
to be obtai ned.

THE COURT: Al right, the record will so reflect
that it’s subject to those approvals.

V5. BECKERMAN: And Your Honor, Lisa Beckerman on
behal f of the Comm tt ee. We’ve reviewed the order. and it’s
acceptabl e to us.

THE COURT: Thank you.

MR. SCHAEFFER:  Your Honor, Adam Schaeffer on behal f
of Southwest. W also have reviewed the order and we have no
obj ecti on.

THE COURT: Al right, very good.

MR. LAUTER  Your Honor, Richard S. Lauter again on
behal f of the Cty of Chicago.

| apol ogi ze. | guess we were not a notice party, and
we were not involved in the negotiational process ,and | have
not seen the order nor did we have an opportunity to reviewit.
| would sinply like to reserve our rights to file a notion for
reconsi deration at sonme point in the next ten days if that
beconmes necessary. O herwi se, after we quickly review the
order and it appears to be not problematic, and we w || just
(uncl ear, tel ephone interference)

THE COURT: Al right, well, | assunme that you're

going to have a ten-day -- would everybody listening in on the
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phone pl ease put their phones on nute.

Al right, are you going to have a ten-day, you're
not going to have any ten-day period --

MR. CARR: No, this order contenplates that the stay
w |l be waived. You know, we’ve tal ked a | ot about the
exi gencies of this situation.

THE COURT: Can you review this in the next 24 hours?

MR. LAUTER  Absolutely, Your Honor.

THE COURT: Al right. Call nme in the next 24 hours.
| won't enter the order until the close of business tonorrow
If you want -- if you have a problem 1’I|l set up an energency
phone conference with the debtor’s attorney and you and any
other parties that want to partici pate.

MR. LAUTER | appreciate that very nmuch, Your Honor,
t hank you.

THE COURT: Anything else on this particular matter?

MR. CARR.  No, Your Honor. | don’t know if we heard
from everybody --

MR, ROBI NSON:  Your Honor, this is Jack Robi nson,
presi dent of NatTel. May | address the Court?

THE COURT: Yes, sir.

MR. ROBINSON:  Your Honor, | wasn’t clear as to
whether this sale is contingent entirely on FAA and DOT
approvals. In other words, if there are no such approvals,

assune this transacti on does not occur?
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MR. CARR That's right.

MR. ROBINSON:  Your Honor, | understand there's a
gentleman fromthe FAA on the line fromthe Chicago Flight
Standards District Ofice. Perhaps this gentleman would Iike
to informthe Court as to whether in fact such approval from
the FAAis likely or not.

THE COURT: Does soneone -- is soneone here fromthe
FAA?

MR. ROBI NSON:  Per haps he has signed off, Your Honor.
| guess ny concern is that if for whatever reasons there is no
such approval, | guess we’'re back to square one. |s that
basically what the debtors think?

MR. CARR No, that’s not what the debtor is saying.
The debtor received back-up offers that, in accordance with bid
procedures. those back-up offers have to stay in place. W
have ot her bidders, M. Robinson, nmuch higher than any of the
offers you’ ve ever made which we can go to in the event that
this offer goes away.

MR. ROBINSON: | understand that, but are those bids
al so subject to FAA and DOT approval ?

MR. CARR  They may be.

MR. ROBINSON:  Well, Your Honor, ny point is is that
if all of these other offers is subject to approvals that never
occur, there’'s no transacti on.

MR. CARR That's right. Then we would |iquidate.
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THE COURT: That’'s right. And if we get to that
point, then we'll get to that point. But | -- we're going to
take it one step at a tinme and see what happens here.

MR. ROBINSON: Very well, Your Honor, thank you.

THE COURT: Thank you, sir.

Al right, anything else on this matter?

M5. HALL: There is one nore itemthat we haven't--

MR. CARR  No, nothing on that matter, Your Honor.

THE COURT: Wit a mnute. | -- well, okay, then
want to show for the record that the Court will approve your
notion, how was it styled?

MR CARR It was a transaction notion, Your Honor,
just filed as a transaction notion.

THE COURT: ©Ch, approval transaction concerning
Chi cago Express, yes. Court will approve that notion in |ight
of the testinony and proffer of facts on the record here today.

Al right, Ms. Hall.

M5. HALL: There is one itemleft, Your Honor, and
that was Item 9 which, foll ow ng approval of the sale
transaction, Item9 was the debtor’s notion to reject executory
contract of Chicago Express. W -- in the process of
identifying those contracts, we added a few on an energency
nmoti on and then we have subtracted sone on a contingent
obj ection, renoved sone fromthe notion based on the assunption

of those contracts, and those were listed on there, and at this
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time we ask the Court to approve the rejection of those
contracts.

THE COURT: Al right, and so when you added t hese,
when did we add them and are we confident that we’ve got
adequat e notice?

MS. HALL: Yes, Your Honor. W provided sane-day
notice to the parties and gave themadditional tine to notify
us if they had anything, objection to the rejection of the
contract, and we haven’t received any objections.

THE COURT: Al right. Al right, 1'Il approve that.
You' re going to upload an order?

M5. HALL: Yes, Judge.

MR CARR W'I|Il learn that term

M5. HALL: | know that term

MR CARR That’'s why | don’t have to learn it.

THE COURT: Al right, anything further today in ATA?

MR. CARR: No, Your Honor.

THE COURT: W’ re adj our ned.

MR. PRI CE: Your Honor.

THE COURT: Yes.

MR PRICEE Hi, thisis WlliamPrice fromthe Bank
of (tel ephone beep)

THE COURT: |I'msorry, wait a mnute, M. Price.
We’'re not adjourned. Ckay, go ahead.

MR. PRICE: Your Honor, | represent the Bank of Bl ue
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Vall ey which is actually, in conversation with debtor’s
counsel, one of the parties that they (unclear) was brought for
rejection of notion is d obal G ound Equi prent (unclear, very
low audi bility).

THE COURT: Al right, people keep signing off in the
m ddl e of your sentences. Could you repeat that, please?

MR. PRICE: (Ckay, Your Honor. | represent (unclear)
Bl ue Vall ey, which (unclear) the lessor with Chicago Express
and d obal Gound (unclear)

THE COURT: Al right, why don’t you wait just a
monent .

MR. PRI CE: Absolutely, Your Honor.

(Pause)

THE COURT: Al right, try again

MR. PRICE: (Ckay. Your Honor, as just articulated by
debtor’s counsel, there were a nunber of (unclear) which were
listed in the rejection notion.

THE COURT: Right.

MR. PRICE: Three of which are, (unclear) they're
wi thdrawi ng their objection -- their rejection, one of which is
d obal Ground Equi pnent whi ch should be actually characterized
as a lease wwth the Bank of Blue Valley. | have confirmed this
with debtor’s counsel and |I just wanted to have it reflected on
the record prior to thementering the rejection (unclear)

motion. (unclear) Bank of Blue Valley (unclear)
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M5. HALL: That's correct, Your Honor. There is a
single contract. It is either Gobal Gound Equi pnment or it is
Bank of Blue Valley. W are not rejecting that contract, and,
in fact that will be the contract that we are going to put
forward to assune as part of the sales contract.

THE COURT: Al right, and you d just like to, you
want in the order the proper party identified in the order, is
t hat what you’' re sayi ng?

MR. PRICE: Yes, Your Honor. Just identify Bank of
Blue Valley (unclear) that they are withdrawing their
rejection notion.

THE COURT: Al right, will you reflect that in the
order then, Ms. Hall?

MS. HALL: Yes, Your Honor.

THE COURT: Al right, that will be done.

MR. PRICE: Thank you, Your Honor.

THE COURT: Thank you. Now are we through? Al
right, we’re adjourned.

(Matter concluded at 2:47:46 p.m)

*x * * % % *x * * % *x *x *
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