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April 18, 2008
Dear Stockholder,

You are cordially invited to attend the annual meeting of stockholders of AMR Corporation. Our meeting will be held at the
American Airlines Training & Conference Center in Fort Worth, Texas, on Wednesday, May 21, 2008, at 8:00 a.m., Central Daylight
Saving Time.

In the following pages, you will find the official Notice of Annual Meeting of Stockholders and Proxy Statement. In addition,
enclosed is our 2007 Annual Report to Stockholders. The proxy materials describe the formal business to be transacted at the annual
meeting, which includes a report on the operations of the company. Directors and officers of the company will be present to answer
questions that you and other stockholders may have.

Your vote is important. Please read the attached Proxy Statement carefully and submit your proxy as soon as possible. You have a
choice of submitting your proxy by using the Internet, by telephone, or by completing and returning by mail the enclosed proxy card or
voting instruction form.

The Board of Directors and management look forward to seeing you at our annual meeting on Wednesday, May 21, 2008.

Sincerely,

Ly

Gerard J. Arpey
Chairman, President
and Chief Executive Officer

Important notice regarding the availability of proxy materials for the annual meeting to be held on May 21, 2008. Our
official Notice of Annual Meeting of Stockholders, Proxy Statement and 2007 Annual Report to Stockholders are also available at
our website located at www.aa.com/investorrelations.

P.O. Box 619616, MD 5675, Dallas/Fort Worth International Airport, TX 75261-9616
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P.O. Box 619616, MD 5675, Dallas/Fort Worth International Airport, TX 75261-9616

OFFICIAL NOTICE OF ANNUAL MEETING OF STOCKHOLDERS

DATE
TIME

PLACE

ITEMS OF BUSINESS

RECORD DATE

FINANCIAL
STATEMENTS

ANNUAL MEETING
ADMISSION

VOTING BY PROXY

April 18, 2008

Wednesday, May 21, 2008

Registration Begins: 7:15 a.m., Central Daylight Saving Time
Meeting Begins: 8:00 a.m., Central Daylight Saving Time

American Airlines Training & Conference Center
Flagship Auditorium

4501 Highway 360 South

Fort Worth, Texas 76155

(1) to elect thirteen directors;

(2) to ratify the selection by the Audit Committee of Ernst & Young LLP as our independent
auditors for the year ending December 31, 2008;

(3) to consider four stockholder proposals; and

(4) to transact such other matters as may properly come before the annual meeting or any
adjournments thereof.

You are entitled to vote at the annual meeting only if you were a stockholder of record at the
close of business on Monday, March 24, 2008.

Audited financial statements for the year ended December 31, 2007 and the related
Management’s Discussion and Analysis of Financial Condition and Results of Operations are
included in our Annual Report on Form 10-K, which is contained in the 2007 Annual Report
to Stockholders included in this mailing.

To attend the annual meeting, you must have an admission ticket (printed on, or included
with, the proxy card or voting instruction form) or other proof of beneficial ownership of
AMR Corporation shares as of March 24, 2008 that is acceptable to us (such as a statement
from your broker reflecting your stock ownership as of March 24, 2008). We may ask each
stockholder to present valid governmentally-issued picture identification, such as a driver’s
license or passport. For security reasons, all bags are subject to search, and all persons who
attend the meeting may be subject to a metal detector and/or a hand wand search. The use of
cameras or other recording devices at the annual meeting is prohibited. If you do not have
valid picture identification and either an admission ticket or appropriate documentation
verifying that you owned our stock on March 24, 2008, or you do not comply with our
security measures, you will not be admitted to the annual meeting.

Your vote is important. Please vote by using the Internet, by telephone, or by signing and
returning the enclosed proxy card or voting instruction form as soon as possible to ensure
your representation at the annual meeting. The proxy card or voting instruction form contains
instructions for each of these voting options.

By Order of the Board of Directors,

VA Plindi it

Kenneth W. Wimberly
Corporate Secretary
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P.O. Box 619616, MD 5675, Dallas/Fort Worth International Airport, TX 75261-9616

PROXY STATEMENT

Annual Meeting of Stockholders
May 21, 2008

We are mailing this Proxy Statement and the form of proxy to stockholders on or around April 18, 2008 in connection with a
solicitation of proxies by the Board of Directors of AMR Corporation (the “Company,” “we” or “us”) for use at the annual meeting of
stockholders that we are holding on May 21, 2008. This Proxy Statement also includes information regarding our wholly-owned and
principal subsidiary, American Airlines, Inc. The annual meeting of stockholders will be held at the American Airlines Training &
Conference Center, Flagship Auditorium, 4501 Highway 360 South, Fort Worth, Texas 76155, on Wednesday, May 21, 2008, at
8:00 a.m., Central Daylight Saving Time. You can find a map of the area and directions to the American Airlines Training & Conference
Center on the back cover of this Proxy Statement and on the admission ticket. The physical address of our principal executive offices is
AMR Corporation, 4333 Amon Carter Boulevard, MD 5675, Fort Worth, Texas 76155. Our mailing address is set forth above.

INTERNET AVAILABILITY AND ELECTRONIC DELIVERY OF PROXY DOCUMENTS

Important Notice Regarding the Availability of Proxy Materials for the Stockholder Meeting to be Held on May 21, 2008.
Our official Notice of Annual Meeting of Stockholders, Proxy Statement and 2007 Annual Report to Stockholders are available
on our website located at www.aa.com/investorrelations.

As an alternative to receiving printed copies of these materials in future years, you may elect to receive and access future annual
meeting materials electronically. If your shares are registered directly in your name with American Stock Transfer & Trust Company, our
stock registrar and transfer agent, you can choose to receive and access future annual meeting materials electronically by going to
American Stock Transfer & Trust Company’s website (www.amstock.com) and clicking on “Shareholder Services” or by following the
instructions provided when voting via the Internet.

If you hold your shares of our stock in a brokerage account or through some other third party in street name, please refer to the
information provided by your bank, broker or nominee for instructions on how to elect to receive and view future annual meeting
materials over the Internet.

ABOUT THE ANNUAL MEETING

What is the purpose of the annual meeting?

The purpose of the annual meeting of stockholders is to allow you to vote upon matters, which we outline in this Proxy Statement.
These matters include (a) election of directors, (b) ratification of the Audit Committee’s selection of our independent auditors for 2008,
and (c) consideration of four stockholder proposals. In addition, management will report on our performance during 2007.

Where is the annual meeting?

The annual meeting of stockholders will be held at the American Airlines Training & Conference Center, Flagship Auditorium,
4501 Highway 360 South, Fort Worth, Texas 76155, on Wednesday, May 21, 2008, at 8:00 a.m. (Central Daylight Saving Time). You can
find a map of the area and directions on the back cover of this Proxy Statement and on the admission ticket.
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Who can attend the annual meeting?

Stockholders of record as of the close of business on March 24, 2008, or their duly appointed proxies, may attend the annual
meeting. The Flagship Auditorium (which is the site of the annual meeting) can accommodate 275 people. Admission to the annual
meeting will be on a first-come, first-served basis. Registration will begin at 7:15 a.m. (Central Daylight Saving Time), on May 21, 2008,
in the reception area outside the Flagship Auditorium. The doors to the Flagship Auditorium will open at 7:45 a.m. (Central Daylight
Saving Time).

If you plan to attend the annual meeting, you must have an admission ticket. We have included this ticket on the proxy card or
with the voting instruction form. If you do not have an admission ticket, you will need to bring other proof of beneficial ownership of
our stock as of March 24, 2008 that is acceptable to us, such as a copy of a statement from your broker reflecting your stock
ownership. In addition, we may ask stockholders for valid governmentally-issued picture identification, such as a driver’s license or
passport. For security reasons, all bags are subject to search, and all persons who attend the annual meeting may be subject to a
metal detector and/or a hand wand search. The use of cameras or other recording devices at the annual meeting is prohibited. If you
do not have valid picture identification and either an admission ticket or appropriate documentation verifying that you owned our
stock on March 24, 2008, or you do not comply with our security measures, you will not be admitted to the annual meeting. All
stockholders will be required to check-in at the registration desk.

What is the quorum for the annual meeting?

The presence, in person or by proxy, of the holders of at least one-third of the issued and outstanding shares entitled to vote at the
annual meeting is necessary to constitute a quorum at the annual meeting. We will count abstentions and broker non-votes as present for
determining whether a quorum exists. If a quorum is not present in person or represented by proxies at the annual meeting, the holders of
shares entitled to vote at the annual meeting who are present in person or represented by proxies will have the power to adjourn the
annual meeting from time to time until a quorum is present in person or represented by proxies. At any such adjourned and reconvened
meeting at which a quorum is present in person or represented by proxies, any business may be transacted that might have been
transacted at the original meeting.

What is the difference between a stockholder of record and a “street name” holder?

If your shares are registered directly in your name with American Stock Transfer & Trust Company, our stock transfer agent, you
are considered the stockholder of record with respect to those shares. If you are a stockholder of record, we have sent the proxy
statement, annual report and proxy card directly to you. If you hold your shares in a stock brokerage account or your shares are held by a
bank or other nominee, you are considered the beneficial owner of these shares, and your shares are held in “street name.” The proxy
statement, annual report and proxy card have been forwarded to you by your broker, bank or nominee who is considered, with respect to
those shares, the stockholder of record. As the beneficial owner, you have the right to direct your broker, bank or nominee how to vote
your shares by using the voting instructions included in the mailing or by following their instructions for voting by telephone or the
Internet.

Who is entitled to vote at the annual meeting?

Only stockholders of record at the close of business on March 24, 2008 are entitled to receive notice of the annual meeting and to
vote the shares of common stock that they held on that date at the annual meeting. If you were a stockholder of record on March 24,
2008, you will be entitled to vote all of the shares that you held on that date at the annual meeting or any postponements or adjournments
of the meeting. If your shares are held in street name, you may vote your shares in person at the annual meeting only if you obtain a legal
proxy from the broker or nominee that held your shares on March 24, 2008. On March 24, 2008, we had 249,440,697 shares of common
stock outstanding. Each stockholder of record on March 24, 2008 will be entitled to one vote in person or by proxy for each share of
stock held.

If you are an employee/participant holding shares of our common stock as an investment option under the $uper $aver 401(k) Plan,
you will receive one proxy card for all the shares that you own through the $uper $aver 401(k) Plan. The proxy card will serve as your
voting instructions for the investment manager of the $uper $aver
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401(k) Plan (Bank of America, National Association, successor to United States Trust Company, National Association). To allow
sufficient time for the investment manager to vote your $uper $aver 401(k) Plan shares, the investment manager must receive your voting
instructions by May 16, 2008. The number of shares you are eligible to vote is based on your unit balance in the $uper $aver 401(k) Plan
on March 24, 2008. If the investment manager does not receive your instructions by that date, it will vote your $uper $aver 401(k) Plan
shares in the same proportion as shares for which instructions were received from other employee/participants in the $uper $aver 401(k)
Plan. As of March 24, 2008, the $uper $aver 401(k) Plan held an aggregate 628,427 shares of our common stock on behalf of
employees/participants.

Please note that having unexercised stock options, in and of itself, is not sufficient to entitle the holder of such options to vote at
or attend the annual meeting. You must be a stockholder of record or a street name holder at the close of business on March 24, 2008
to vote the shares of common stock you held on that date at the annual meeting.

How do I vote before the annual meeting?

Stockholders of record on March 24, 2008 may vote before the annual meeting, as explained in the detailed instructions on the
proxy card or voting instruction form. In summary, you may vote before the annual meeting by any one of the following methods:

* By Internet. If you are a record holder, you can vote on the Internet at the website address shown on the proxy card. The
Internet voting procedure allows you to authenticate your identity and vote your shares. In addition, it will confirm that we have
properly recorded your instructions. If you hold your shares in street name, the availability of Internet voting will depend on the
voting process of your bank or broker. Please follow the Internet voting instructions found on the voting instruction form you
receive from your bank or broker. If you elect to vote using the Internet, you may incur telecommunication and/or Internet
access charges for which you are responsible.

+ By telephone. If you are a record holder, you can vote by telephone using the telephone number shown on the proxy card. The
telephone voting procedure allows you to authenticate your identity and vote your shares. In addition, it will confirm that we
have properly recorded your instructions. If you hold your shares in street name, the availability of telephone voting will
depend on the voting process of your bank or broker. Please follow the telephone voting instructions found on the voting
instruction form you receive from your bank or broker.

* By mail. If you are a record holder, you can vote by mail by completing, signing and returning the enclosed proxy card in the
postage paid envelope provided. The proxies will vote your shares in accordance with your directions provided on the card. If
you hold your shares in street name, please follow the mail voting instructions found on the voting instruction form you receive
from your bank or broker.

When will Internet and telephone voting facilities close?

For stockholders of record, the Internet voting facilities will close at 11:59 p.m. (Central Daylight Saving Time) on May 20, 2008
and the telephone voting facilities will be available until the annual meeting begins at 8:00 a.m. (Central Daylight Saving Time) on
May 21, 2008. If your shares are held in street name, please refer to the information provided by your bank, broker or nominee for
information on when voting will end.

Can I change my vote after I have voted?

Yes. If you are a record holder on March 24, 2008, you may change your vote or revoke your proxy at any time before the annual
meeting begins by filing a notice of revocation and a properly executed, later-dated proxy with our Corporate Secretary. Whether you are
a record holder or hold your shares in street name, you may also change your vote or revoke your proxy by attending and voting your
shares at the annual meeting, subject to requirements for attending and voting at the annual meeting.
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How are votes counted?

With respect to the election of directors (proposal 1), you may either vote “FOR” all or less than all of the nominated directors or
your vote may be “WITHHELD” as to one or more of them. Stockholders elect the nominated directors by a plurality of the votes cast at
the annual meeting. This means that the stockholders will elect the thirteen persons receiving the highest number of “FOR” votes at the
annual meeting. See “Majority Voting,” on page 8 of this Proxy Statement, for further details regarding the election of directors.

With respect to proposals 2, 3, 4, 5 and 6, a majority of the votes cast at the annual meeting is required for approval. With respect to
these five proposals, you may vote “FOR,” “AGAINST” or “ABSTAIN.” If you “ABSTAIN”, it will not have an effect on the approval
of these five proposals.

If you are a record holder, you may vote your shares in person at the annual meeting, through the mail, by telephone or over the
Internet, each as described on the proxy card (see also “How do I vote before the annual meeting?” for more information). If you sign
your proxy card and provide no further instructions, the proxies will vote your shares “FOR” proposals 1 (as to all nominated directors)
and 2; and “AGAINST” proposals 3, 4, 5 and 6. With respect to any additional matters that properly come before the annual meeting, the
vote will be determined by our proxies, Gerard J. Arpey, David L. Boren and Ann M. Korologos, each with full power to act without the
others and with full power of substitution, to vote in their discretion.

If you hold your shares in street name, follow the instructions on the voting instruction form you receive from your broker (see also
“How do I vote before the annual meeting?” for more information).

With respect to any additional matters that properly come before the annual meeting, the vote will be determined in the discretion of
our proxies.

Please note that the election of directors and the ratification of appointment of our independent auditors (proposals 1 and 2,
respectively) are discretionary items under the voting procedures of the New York Stock Exchange (“NYSE”). Member brokers of the
NYSE who do not receive voting instructions from the beneficial owners may vote such shares in their discretion with respect to these
two proposals. Proposals 3, 4, 5 and 6 are non-discretionary items and NYSE member brokers do not have discretion to vote on these
proposals. If you do not submit voting instructions and if your broker does not have discretion to vote your shares on a proposal (a broker
non-vote), we will not count your shares in determining the outcome of the vote on proposals 3, 4, 5 and 6. If you hold your shares in
street name, you may vote your shares in person at the annual meeting only if you obtain a legal proxy from the broker or nominee that
held your shares on March 24, 2008.

What are the Board of Directors’ recommendations?

The Board of Directors’ recommendations are included with the description of each item in this Proxy Statement. In summary, the
Board of Directors recommends a vote:

+  FOR the election of the nominated slate of directors (proposal 1);

*  FOR the ratification of the selection by the Audit Committee of Ernst & Young LLP as our independent auditors for 2008
(proposal 2); and

» AGAINST approval of stockholder proposals 3, 4, 5 and 6.

What happens if additional matters are presented at the annual meeting?

Other than the six proposals described in this Proxy Statement, we are not aware of any other business to be presented at the annual
meeting. If you sign and return the proxy card or the voting instruction form, our proxies will have discretion to vote your shares on any
additional matters presented at the annual meeting. If for any reason any director nominee cannot stand for election at the annual
meeting, our proxies will vote your shares for a substitute nominee, if any, that the Board of Directors may nominate. We note that our
bylaws provide that any stockholder wishing to bring any other item before an annual meeting, other than proposals intended to be
included in the proxy materials and nominations for directors, must have notified the Corporate Secretary of such fact not less than 60
nor more than 90 days before the date of the annual meeting.
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Who will bear the cost of soliciting proxies for the annual meeting?

We will pay the cost of this solicitation. In addition to using regular mail, we may use directors, officers, employees or agents of us
or our subsidiaries to solicit proxies, in person or by telephone, facsimile, e-mail or other means of electronic communication. We will
also request brokers or nominees who hold common stock in their names to forward proxy materials to the beneficial owners of such
stock at our expense. To aid in the solicitation of proxies, we have retained D.F. King & Co., Inc., a firm of professional proxy solicitors,
at an estimated fee of $10,000, plus reimbursement of normal expenses.

When and where can I find the voting results of the annual meeting?

We intend to post the official voting results of the annual meeting to the Investor Relations section of our website
(www.aa.com/investorrelations) as soon as possible. In addition, the official results will be published in our quarterly report on
Form 10-Q for the second quarter of fiscal year 2008.

PROPOSAL 1—ELECTION OF DIRECTORS

The Board of Directors proposes that stockholders elect at the annual meeting the following thirteen director candidates, all of
whom currently serve as our directors, to serve until the next annual meeting. Each of the nominees for election as a director has
indicated that he or she will serve if elected by the stockholders and has furnished the following information to us with respect to his or
her principal occupation or employment and business directorships as of March 24, 2008.

Unless otherwise indicated, all proxy cards and voting instruction forms that authorize the persons named therein to vote for the
election of directors will be voted for the election of the nominees listed below. If any nominee is not available for election because of
unforeseen circumstances, the proxies designated by the Board of Directors intend to vote for the election of a substitute nominee, if any,
that the Board of Directors may nominate. Although we will attempt to provide advance notice of such a substitute nominee, we may be
unable to do so in certain circumstances.

NOMINEES FOR ELECTION AS DIRECTORS

Gerard J. Arpey (Age 49)
First elected a director in 2003

Chairman, President and Chief Executive Officer of AMR Corporation and American Airlines, Inc.,
Fort Worth, Texas, since May 2004; air transportation. Previously, Mr. Arpey held the following positions with
AMR Corporation and with American Airlines: President and Chief Executive Officer from April 2003 to May
2004; President and Chief Operating Officer from April 2002 to April 2003; Executive Vice President
Operations from January 2000 to April 2002; and Senior Vice President Finance and Planning and Chief
Financial Officer from March 1995 to January 2000.

John W. Bachmann (Age 69)
First elected a director in 2001

Senior Partner, Edward Jones, St. Louis, Missouri, since 2004, and Managing Partner from 1980 to January
2004; financial services. Mr. Bachmann began his career at Edward Jones in 1959. He is also a director of the
Monsanto Company.
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David L. Boren (Age 66)
First elected a director in 1994

President, The University of Oklahoma, Norman, Oklahoma, since 1994; educational institution. From 1979
through 1994, Mr. Boren was a United States Senator for Oklahoma. From 1975 through 1979, he was the
Governor of Oklahoma. He is also a director of Hiland Partners, LP, Texas Instruments Incorporated and
Torchmark Corporation.

Armando M. Codina (Age 61)
First elected a director in 1995

President and Chief Executive Officer, Flagler Development Group, Inc., Coral Gables, Florida, since 2006;
commercial real estate and railroad businesses. From 1979 to April 2006, Mr. Codina served as Chairman and
Chief Executive Officer of Codina Group, Inc. until its merger with Flagler Development Group in 2006. He is
also a director of General Motors Corporation, Merrill Lynch & Co., Inc. and The Home Depot, Inc.

Rajat K. Gupta (Age 59)
First elected a director in 2008

Senior Partner Emeritus, McKinsey & Company, Stamford, Connecticut, since 2007; management consulting
services. Mr. Gupta served as McKinsey & Company’s Senior Partner from 2003 until his retirement and as
Worldwide Managing Director from 1994 until 2003. Prior to that, he held a variety of positions at McKinsey &
Company since 1973. Mr. Gupta is also a director of Genpact Limited, Goldman Sachs Group, Inc. and The
Procter & Gamble Company.

Alberto Ibargiien (Age 64)
First elected a director in 2008

President and Chief Executive Officer of the John S. and James L. Knight Foundation, Miami, Florida, since
2005; non-profit foundation dedicated to promoting journalism and community development. Mr. Ibargiien
previously served as Chairman of Miami Herald Publishing Co. from 1998 to 2005, a Knight Ridder subsidiary,
and as publisher of The Miami Herald and of El Nuevo Herald. Mr. Ibargiien is also a director of PepsiCo, Inc.

Ann M. Korologos (Age 66)
First elected a director in 1990

Chairman, RAND Corporation Board of Trustees, Santa Monica, California, since 2004; international public
policy research organization. Mrs. Korologos has held positions with The Aspen Institute from 1993 to present
and served as Senior Advisor for Benedetto, Gartland & Company from 1996 to 2005. Previously, she served as
United States Secretary of Labor from 1987 to 1989. Mrs. Korologos is also a director of Harman International
Industries, Incorporated, Host Hotels & Resorts, Inc., Vulcan Materials Company and Kellogg Company.

Michael A. Miles (Age 68)
First elected a director in 2000

Mr. Miles is a Special Limited Partner of Forstmann Little & Co., New York, New York, and a member of its
Advisory Board since 1995; investment banking. Previously, he was Chairman and Chief Executive Officer of
Philip Morris Companies Inc. from 1991 until his retirement in 1994. Mr. Miles is also a director of Citadel
Broadcasting Corporation, Time Warner Inc. and Dell Inc.

6
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Philip J. Purcell (Age 64)
First elected a director in 2000

President, Continental Investors, LL.C, Chicago, Illinois, since 2006; private investment services. He served
as Chairman and Chief Executive Officer of Morgan Stanley from 1997 until his retirement in 2005. Mr. Purcell
became President and Chief Operating Officer of Dean Witter in 1982, and was Chairman and Chief Executive
Officer of Dean Witter Discover & Co. from 1986 until it acquired Morgan Stanley in 1997.

Ray M. Robinson (Age 60)
First elected a director in 2005

Chairman of Citizens Trust Bank, Atlanta, Georgia, since 2003; banking. Mr. Robinson has been Vice
Chairman of the East Lake Community Foundation since November 2003, and is President Emeritus of the East
Lake Golf Club. He served AT&T Corporation as its President of the Southern Region from 1996 to May 2003
and as its Vice President, Corporation Relations from 1994 to 1996. Mr. Robinson is also a director of Aaron
Rents, Inc., Acuity Brands, Inc., Avnet, Inc. and ChoicePoint Inc.

Dr. Judith Rodin (Age 63)
First elected a director in 1997

President, The Rockefeller Foundation, New York, New York, since 2005; private philanthropic institution.
From 1994 to 2004, Dr. Rodin was the President of the University of Pennsylvania. Dr. Rodin is also a director
of Citigroup Inc. and Comcast Corporation.

Matthew K. Rose (Age 48)
First elected a director in 2004

Chairman, President and Chief Executive Officer, Burlington Northern Santa Fe Corporation, Fort Worth,
Texas, since 2002; rail transportation. Previously, Mr. Rose held the following positions at Burlington Northern
Santa Fe Corporation or its predecessors: President and Chief Executive Officer from December 2000 to March
2002; President and Chief Operating Officer from June 1999 to December 2000; and Senior Vice President and
Chief Operations Officer from August 1997 to June 1999. He is also a director of Centex Corporation.

Roger T. Staubach (Age 66)
First elected a director in 2001

Executive Chairman, The Staubach Company, Addison, Texas, since 2007; global commercial real estate
strategy and services firm. Previously, he served as Chairman and Chief Executive Officer from 1982 to 2007.
After graduating from the United States Naval Academy in 1965, Mr. Staubach served four years as an officer in
the U.S. Navy. He played professional football from 1969 to 1979 with the Dallas Cowboys. Mr. Staubach is
also a director of Cinemark Holdings, Inc.

A plurality of the votes cast is necessary for the election of each director.

THE BOARD OF DIRECTORS RECOMMENDS A VOTE “FOR” ALL NOMINEES LISTED ABOVE.

7
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CORPORATE GOVERNANCE

Majority Voting

In 2006, the Board of Directors revised the Board of Directors Governance Policies so that any nominee for director who receives a
greater number of votes “WITHHELD?” than votes “FOR” in an uncontested election will be required to tender his or her resignation
promptly to the Nominating/Corporate Governance Committee of the Board of Directors. The Nominating/Corporate Governance
Committee will consider our best interests and the best interests of the stockholders and recommend to a special committee of
independent directors of the Board of Directors whether to accept the tendered resignation or to take some other action. This special
committee of the Board of Directors will be composed of only those independent directors who did not receive a majority of withheld
votes and will consider the Nominating/Corporate Governance Committee’s recommendation. Within 90 days following the uncontested
election, this special committee will determine whether to accept the tendered resignation or take some other action. Thereafter, we will
publicly disclose the special committee’s decision.

If one or more members of the Nominating/Corporate Governance Committee receive a majority of withheld votes, then the Board
of Directors will create a special committee of independent directors who did not receive a majority of withheld votes to consider the
resignation offers of all directors receiving a majority of withheld votes. The special committee of the Board of Directors will determine
whether to accept the tendered resignation or to take some other action and promptly disclose their decision. Any director who receives a
majority of withheld votes and tenders his or her resignation will not participate in the committee determination. However, if there are
three or fewer independent directors who did not receive a majority of withheld votes in the same election, then all independent directors
may participate in the committee action regarding whether to accept the resignation or take some other action. The foregoing is a
summary of the director resignation procedure. The entire procedure is set forth in Section 18 of the Board of Directors Governance
Policies, which are available on the Investor Relations section of our website located at www.aa.com/investorrelations by clicking on the
“Corporate Governance” link. The Board of Directors Governance Policies are also available free of charge in print to any stockholder
who sends a request to the Corporate Secretary at the address on page 65 of this Proxy Statement.

Stockholder Right to Call a Special Meeting

In April 2008, the Board of Directors amended our bylaws to add a provision giving stockholders the ability to call a special
meeting. Specifically, the Board of Directors amended our bylaws to provide that a special meeting of stockholders shall be called,
subject to certain advance notice and information requirements, upon receipt of written requests from holders of shares representing at
least 25 percent of our outstanding common stock. Under the provision, a special meeting is not required to be called if (a) the request
relates solely to a matter or matters not a proper subject for stockholder action under applicable law, (b) the request is received during the
period commencing 90 days prior to the first anniversary of the previous year’s annual meeting of stockholders and ending on the date of
the next annual meeting, (c) an annual or special meeting at which an identical or substantially similar item or items was presented was
held not more than 120 days before the delivery of such request, has been called but not yet held, or will be held within 120 days or
(d) the request was made in a manner that involved a violation of Regulation 14A under the Securities Exchange Act of 1934, as
amended (the “Exchange Act”) or other applicable law. The election of directors shall be deemed substantially similar to all items of
business involving the election or removal of directors. Our bylaws also provide that our Board of Directors, Chairman of the Board of
Directors or President may call a special meeting of the stockholders. Our bylaws are available on the Investor Relations section of our
website located at www.aa.com/investorrelations by clicking on the “Corporate Governance” link. Our bylaws are also available free of
charge in print to any stockholder who sends a request to the Corporate Secretary at the address on page 65 of this Proxy Statement.
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Number of Board of Directors Meetings; Attendance at Board of Directors, Committee and Annual Meetings

We generally hold eight regular meetings of the Board of Directors per year, and schedule special meetings when required. The
Board of Directors held eight regular meetings in 2007, two of which were by telephone conference, and seven special meetings, one of
which was by telephone conference. During 2007, each director attended at least 75% of the sum of the total number of meetings of the
Board of Directors and each committee of which he or she was a member. We encourage each director to attend the annual meeting. Last
year, all directors attended the annual meeting of stockholders.

Self-Assessment

In January of each year, the Board of Directors and its standing committees each conduct a self-assessment of the effectiveness of
the Board and each standing committee.

Standards of Business Conduct for Employees and Directors

We have written standards for business conduct that are applicable to all our employees. We designed our Standards of Business
Conduct to help employees resolve ethical issues in an increasingly complex business environment. The Standards of Business Conduct
apply to all our employees, including without limitation, the Chief Executive Officer, the Chief Financial Officer, the General Counsel
and Chief Compliance Officer, the Controller, the Treasurer, the Corporate Secretary and the General Auditor. The Standards of Business
Conduct cover several topics including, without limitation, conflicts of interest; full, fair, accurate, timely and understandable disclosure
in Securities and Exchange Commission (“SEC”) filings; confidentiality of information and accountability for adherence to the Standards
of Business Conduct; prompt internal reporting of violations of the Standards of Business Conduct; and compliance with laws and
regulations. A copy of the Standards of Business Conduct is available on the Investor Relations section of our website located at
www.aa.com/investorrelations by clicking on the “Standards of Business Conduct” link.

The Board of Directors has adopted a Code of Ethics and Conflicts of Interest Policy for the Board of Directors. We designed our
Code of Ethics and Conflicts of Interest Policy to, among other things, assist the directors in recognizing and resolving ethical issues and
identifying and avoiding conflicts of interest. A copy of the Code of Ethics and Conflicts of Interest Policy is available on the Investor
Relations section of our website located at www.aa.com/investorrelations by clicking on the “Corporate Governance” link. We may post
amendments to, or waivers of, the provisions of the Standards of Business Conduct and the Code of Ethics and Conflicts of Interest
Policy with respect to any director or executive officer on the foregoing website. The Standards of Business Conduct and the Code of
Ethics and Conflicts of Interest Policy are available free of charge in print to any stockholder who sends a request to the Corporate
Secretary at the address on page 65 of this Proxy Statement.

Executive Sessions and the Lead Director

Non-employee directors meet regularly throughout the year without management. We hold these “executive sessions” at least twice
per year in conjunction with the January and July meetings of the Board of Directors. In 2007, the non-employee directors held executive
sessions in January, March, April, May, July, September and November. The Board of Directors appoints a Lead Director from among
the independent directors to chair these executive sessions. Edward A. Brennan served as Lead Director from May 2004 until his
retirement (effective March 31, 2007). Upon the retirement of Mr. Brennan, in March 2007, Mr. Codina was elected as the Lead Director
of the Board of Directors (effective April 1, 2007). The Lead Director has frequent contact with Mr. Arpey and the other members of our
senior management throughout the year. The Lead Director or the Chairman of the Nominating/Corporate Governance Committee may
schedule executive sessions. In addition, such sessions may be scheduled at the request of the Board of Directors.

The Lead Director, among other things:

+ leads the Board of Directors’ process for evaluating the performance of the Chief Executive Officer;
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+ presides at all meetings of the Board of Directors at which the Chairman of the Board is not present, including executive
sessions of the independent directors unless the directors decide that, due to the subject matter of the session, another
independent director should preside;

» serves as a liaison between the Chairman of the Board and the independent directors;
+ generally approves meeting agendas and information, as well as other items; and
+ has the authority to call meetings of the independent directors.

Evaluation of the Chief Executive Officer

Each year, the Lead Director leads the independent directors in an executive session to assess the Chief Executive Officer’s
performance. The results of this review are discussed with the Chief Executive Officer.

Continuing Education

We encourage and afford our directors the opportunity to attend seminars, conferences and external director education programs
relating to, among other things, board governance practices and the functioning of the Board of Directors’ principal committees. We also
conduct a comprehensive orientation process for new directors. In addition, directors receive ongoing continuing education through
educational sessions at meetings and periodic mailings between meetings. We hold periodic, mandatory training sessions for the Audit
Committee and invite the other directors and executive officers to these sessions. We reimburse the directors for any costs associated with
these seminars and conferences, including related travel expenses.

Director Access to Management and Independent Advisers

Independent directors have direct access to members of management whenever they deem it necessary. In accordance with NYSE
listing standards, each of the Audit Committee, the Compensation Committee and the Nominating/Corporate Governance Committee has
the authority to retain its own independent advisers at our expense. The independent directors and the Diversity Committee are also free
to retain their own independent advisers at any time and at our expense.

Contacting the Board of Directors

The Board of Directors has approved procedures to facilitate communications between the directors and employees, stockholders
and other interested third parties. Pursuant to these procedures, a person who desires to contact the Lead Director, a standing committee
of the Board of Directors, the Board of Directors as a whole or any individual director may do so in writing to the following address:

AMR Corporation
The Board of Directors
P.O. Box 619616, MD 5675
Dallas/Fort Worth International Airport, Texas 75261-9616

These procedures are available on the Investor Relations section of our website located at www.aa.com/investorrelations by clicking
on the “Corporate Governance” link.

Upon receipt of any communication to the Board of Directors, we will distribute the communication to the Lead Director, to another
director or to an executive officer as appropriate, in each case depending on the facts and circumstances outlined in the communication.
For example, a letter concerning a stockholder nominee would be sent to the Chairman of the Nominating/Corporate Governance
Committee; a complaint regarding accounting or internal accounting controls would be forwarded to the Chairman of the Audit
Committee and the General Auditor; and a complaint regarding passenger service would be sent to the executive officer responsible for
customer service. The Corporate Secretary and the Nominating/Corporate Governance Committee periodically review (at least quarterly)
data about the number and types of stockholder communications received; the nature of the communications; to whom the
communication was directed; the number of responses sent; and, as applicable, the ultimate disposition of any communication. The
Board of Directors has approved this process.
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BOARD COMMITTEES

The Board of Directors has standing Audit, Compensation, Diversity and Nominating/Corporate Governance committees. All
members of the Audit Committee are independent in accordance with the listing standards of the NYSE, the requirements of the SEC,
and the Board of Directors’ independence criteria. In addition, all members of the Compensation Committee, the Diversity Committee
and the Nominating/Corporate Governance Committee are independent in accordance with the NYSE listing standards and our
independence criteria. No member of the Audit Committee, the Compensation Committee, the Diversity Committee or the
Nominating/Corporate Governance Committee is a current or former employee or officer of us or any of our affiliates. The committees
on which the members of the Board of Directors (other than Mr. Arpey) serve as of April 1, 2008 are identified below.

Audit Compensation Diversity Nominating/Corporate
Director Committee Committee Committee Governance Committee
John W. Bachmann i(Chair) il
David L. Boren i i
Armando M. Codina i(Chair)
Rajat K. Gupta i
Alberto Ibargiien il
Ann M. Korologos il
Michael A. Miles i(Chair)
Philip J. Purcell i i
Ray M. Robinson i i
Judith Rodin i i
Matthew K. Rose i
Roger T. Staubach i(Chair)
Number of
Committee Meetings 9 7 6 6
in 2007:

Each of the Audit, Compensation, Diversity and Nominating/Corporate Governance Committees has a charter that details the
committee’s responsibilities. The charters for all the standing committees of the Board of Directors are available on the Investor
Relations section of our website located at www.aa.com/investorrelations by clicking on the “Corporate Governance” link. The charters
are also available in print and free of charge to any stockholder who sends a written request to the Corporate Secretary at the address on
page 65 of this Proxy Statement.

Nominating/Corporate Governance Committee Matters
Functions
The functions of the Nominating/Corporate Governance Committee include:
+ Establishing and implementing appropriate processes for the Board of Directors and the standing committees of the Board of

Directors;

* Recommending candidates for officer positions and, along with the Chief Executive Officer, reviewing our succession
planning;

» Proposing a slate of directors for election by the stockholders at the annual meeting;
» Nominating candidates to fill any vacancies on the Board of Directors;

*  Determining the optimal size of the Board of Directors;

* Reviewing and setting the compensation of directors;

+ Considering the qualifications of stockholder and self-nominated director nominees in accordance with pre-established
guidelines;

11
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» Developing and reviewing the Board of Directors Governance Policies;

*  Monitoring and reviewing succession planning for the Chief Executive Officer;

+ Reviewing any proposed changes to our Certificate of Incorporation, bylaws and the charters of the standing committees;
+ Reviewing stockholder proposals for the annual meeting and our responses thereto;

+ Reviewing transactions with related persons; and

* Determining director independence under applicable rules and the Board of Directors Governance Policies.

Director Nominees

As noted above, the Nominating/Corporate Governance Committee is responsible for recommending director nominees for election
to the Board of Directors. To fulfill this role, the Nominating/Corporate Governance Committee annually reviews the optimal size of the
Board of Directors and its composition to determine the qualifications and areas of expertise needed to enhance the composition of the
Board of Directors. To be considered, a candidate must:

* have unquestioned integrity;

» have a well established record in business, finance, government relations, academics or the sciences;

+ have the ability to devote substantial time to the Board of Directors and at least one of the standing committees of the Board of
Directors; and

» contribute to the diversity, in the broadest sense, of the Board of Directors.

Among other things, when assessing a candidate’s qualifications (including a self-nominee or a candidate nominated by a
stockholder), the Nominating/Corporate Governance Committee considers:

+ the number of other boards on which the candidate serves, including public and private company boards as well as not-for-
profit boards;

» other business and professional commitments of the candidate;

+ the Board of Directors’ need at that time for directors having certain skills and experience;

+ the potential for any conflicts between our interests and the interests of the candidate;

+ the candidate’s ability to fulfill the independence standards required of directors;

+ the candidate’s ability to add value to the work of the standing committees of the Board of Directors; and

+ the diversity, in the broadest sense, of the directors then comprising the Board of Directors.

In addition, all directors are expected to exercise their best business judgment when acting on our behalf; to represent the interests
of all of our stockholders; to act ethically at all times; and to adhere to the ethical standards applicable to the directors (see “Standards of

Business Conduct for Employees and Directors,” on page 9 of this Proxy Statement, for further details regarding our standards of
conduct).

The Nominating/Corporate Governance Committee considers all of these factors when determining whether to recommend a
candidate for a director position. In 2007, the Nominating/Corporate Governance Committee retained RSR Partners, formerly the
Directorship Search Group, to assist it in locating candidates for the Board of Directors following Mr. Brennan’s retirement. RSR
Partners identified Mr. Gupta as a potential candidate, and Mr. Gupta was ultimately recommended to the Board of Directors by the
Nominating/Corporate Governance Committee and elected by the Board in January 2008. We anticipate that RSR Partners will continue
to assist us in identifying or evaluating potential nominees, as necessary. Also in 2007, Mr. Codina introduced Mr. Ibargiien to us. He was
recommended to the Board of Directors by the Nominating/Corporate Governance Committee and elected by the Board in January 2008.
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Stockholder Nominees

The Nominating/Corporate Governance Committee will consider stockholder nominees for election to the Board of Directors at an
annual meeting or in the event a vacancy exists on the Board of Directors. In 2007, no individuals self-nominated themselves for election
to the Board of Directors. See “Other Information,” beginning on page 64 of this Proxy Statement, for further details regarding
submitting nominations for director positions.

Director Independence; Board of Directors Governance Policies

The Board of Directors has approved the Board of Directors Governance Policies (the “Governance Policies”), which govern
certain of the Board of Directors’ procedures and protocols. The Governance Policies are available on the Investor Relations section of
our website located at www.aa.com/investorrelations by clicking on the “Corporate Governance” link. The Governance Policies are also
available free of charge in print to any stockholder who sends a written request to the Corporate Secretary at the address on page 65 of
this Proxy Statement.

Among other things, the Governance Policies establish the standards to determine the independence of the directors. In general, the
Governance Policies provide that a director is independent if the director has no direct or indirect material relationship with us. A
relationship is “material” if it would interfere with the director’s independent judgment. To assist the Nominating/Corporate Governance
Committee in determining whether a relationship is material, the Board of Directors has established guidelines in the Governance
Policies. In general, the guidelines provide that a director is not independent if, within certain time parameters:

*  We have employed the director or an immediate family member of the director as an officer;

» The director has been affiliated with our independent auditor or if an immediate family member of the director has been so
affiliated;

*  The director was employed by a company when one or more of our executive officers served on that company’s compensation
committee;

* An immediate family member of the director was an officer of a company at a time when one or more of our executive officers
served on that company’s compensation committee;

*  The director or an immediate family member of the director is an executive officer of, or otherwise affiliated with, a non-profit
organization to which we make payments in excess of $100,000;

»  The director received compensation from us for service as a director other than retainers, fees, reimbursements and
perquisites; or

» The director is an executive officer of a company that we do business with and to which we make, or from which we receive,
payments in excess of $1,000,000 or 2% of the other company’s consolidated gross annual revenues, whichever is greater.

This is only a summary of the Board of Directors’ independence guidelines, which also incorporate any additional requirements of
the SEC and the NYSE. A complete list of the guidelines and principles are set forth in the Governance Policies.

In order to determine each director’s independence, the Nominating/Corporate Governance Committee reviews transactions
between us or our subsidiaries and companies that employ one of our directors (or one of his or her immediate family members). For
example, we have entered into corporate travel agreements with certain companies at which some of our independent directors also serve
as officers or employees. These companies, along with the director and their position at such company, are Edward Jones (John W.
Bachmann, senior partner); University of Oklahoma (David L. Boren, President); The Rockefeller Foundation (Dr. Judith Rodin,
President); Burlington Northern Santa Fe Corporation (Matthew K. Rose, Chairman, President and CEO); and The Staubach Company
(Roger T. Staubach, Executive Chairman). Pursuant to these agreements, American Airlines and/or American Eagle provide air
transportation to those companies. We believe that the terms of these agreements are at least as favorable to us as those that might be
achieved with an unaffiliated third party. The Nominating/Corporate Governance Committee also considered certain transactions with
Earl G. Graves, Ltd. described in “Transactions with Related Persons” below. Mr. Graves, who retired from the Board of Directors on
March 31, 2008, is the chairman of Earl G. Graves, Ltd. The Nominating/Corporate Governance Committee determined that such
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arrangements do not affect the independence of Messrs. Bachmann, Boren, Rose, and Staubach, and Dr. Rodin and that such transactions
did not affect the independence of Mr. Graves when he was a director. In making these determinations, the Nominating/Corporate
Governance Committee considered that the payments made by each participating company were less than the greater of $1 million or 2%
of the other company’s consolidated gross revenues in each of the last three years.

Pursuant to the Governance Policies, the Nominating/Corporate Governance Committee has determined, and the Board of Directors
has agreed, that Mrs. Korologos, Dr. Rodin and Messrs. Bachmann, Boren, Codina, Gupta, Ibargiien, Miles, Purcell, Robinson, Rose and
Staubach are all independent in accordance with the Governance Policies. In addition, the Nominating/Corporate Governance Committee
has previously determined, and the Board of Directors agreed, that Messrs. Brennan and Graves, both of whom have retired from the
Board of Directors, were independent in accordance with the Governance Policies during their terms. Since Mr. Arpey is one of our
employees, he is not independent.

Transactions with Related Persons

In addition to the independence requirements of the Governance Policies and the obligations of the directors under our Code of
Ethics and Conflicts of Interest Policy described on page 9 of this Proxy Statement, the Board of Directors has adopted a written policy
with respect to the review, approval or ratification of related party transactions. Our policy defines related party transactions generally as
transactions in excess of $120,000 involving us or our subsidiaries in which any of (a) our directors or nominees for director, (b) our
executive officers, (c) persons owning five percent or more of our outstanding stock at the time of the transaction, or (d) the immediate
family members of our directors, nominees for director, executive officers, or five percent stockholders, has a direct or indirect material
interest. In addition, the Board of Directors has determined that certain interests and transactions are by their nature not material and are
not subject to the policy.

The policy requires that the Nominating/Corporate Governance Committee, with the assistance of our General Counsel and/or
Corporate Secretary, review and approve related party transactions. In its review of a proposed related party transaction, the
Nominating/Corporate Governance Committee considers, among other factors: (a) whether the terms of the proposed transaction are at
least as favorable as those that might be achieved with an unaffiliated third party; (b) the size of the transaction and the amount of
consideration payable to or receivable by a related party; (c) the nature of the interest of the related party; and (d) whether the transaction
may involve a conflict of interest.

During 2007, American Airlines advertised in, and sponsored events hosted by, Black Enterprise magazine. Mr. Graves, who was a
member of our Board of Directors until March 31, 2008, is the Chairman of Earl G. Graves, Ltd., which publishes that magazine. During
2007, the payments made to Earl G. Graves, Ltd. and its affiliates totaled approximately $414,000. The Nominating/Corporate
Governance Committee reviewed and ratified these transactions under our Related Party Transaction Policy, as well as under the Board
of Directors’ independence guidelines and Code of Ethics and Conflicts of Interest Policy described above.

Audit Committee Matters
Functions
The functions of the Audit Committee include:
*  Selecting, retaining, compensating and overseeing our independent auditors;
» Approving in advance the services rendered by, and the fees paid to, our independent auditors;
*  Monitoring compliance with our Standards of Business Conduct;
* Periodically reviewing the organization and structure of our Internal Audit department;
* Reviewing:
o  the scope and results of the annual audit, including our independent auditors’ assessment of internal controls
o  quarterly financial information with representatives of management and the independent auditors
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o  our consolidated financial statements
o the scope of non-audit services provided by our independent auditors

o  our periodic filings (Forms 10-K and 10-Q) filed with the SEC, including the section regarding Management’s Discussion
and Analysis of Financial Condition and Results of Operations

o  our risk management policies
o other aspects of our relationship with our independent auditors, including a letter on the independence of our auditors; and

+ Establishing procedures to deal with complaints or concerns regarding accounting or auditing matters.

During 2007, the Audit Committee met nine times. The Audit Committee reviewed, among other things, the quality and integrity of
our financial statements; our compliance with legal and regulatory requirements; periodic filings on Form 10-K and Form 10-Q; the
qualifications and independence of Ernst & Young LLP; the performance of our internal audit function; the status of the internal controls
audit required by Section 404 of the Sarbanes-Oxley Act of 2002; the performance of the independent auditors; and other significant
financial matters.

Each member of the Audit Committee satisfies the definition of “independent director” as established in the NYSE listing standards
and the rules and regulations of the SEC. Also, each member of the Audit Committee fulfills the independence standards established
under the Governance Policies and has been determined to be financially literate. The Board of Directors has concluded that
Mr. Bachmann qualifies as an audit committee financial expert under SEC rules and regulations and has the requisite financial
management expertise as specified under the NYSE listing standards. The Board believes that other members of the committee may also
meet these qualifications.

Audit Committee Report

Throughout 2007, the Audit Committee met and held discussions with our management, as well as with Ernst & Young. Several of
the discussions between the Audit Committee and Ernst & Young were in private, with no members of our management present. The
Audit Committee also met privately (with no other members of our management present) with our General Auditor several times during
2007. Among other things, the Audit Committee reviewed and discussed our audited consolidated financial statements with management,
our General Auditor, and Ernst & Young during these meetings.

The Audit Committee has also discussed with Ernst & Young the matters required to be discussed by Statement on Auditing
Standards No. 61, as amended (Communication with Audit Committees).

The Audit Committee has received and reviewed the written disclosures and the letter from Ernst & Young required by
Independence Standards Board Standard No. 1 (Independence Discussions with Audit Committees), and the Audit Committee has
discussed with Ernst & Young the firm’s independence.

In reliance upon the reviews and discussions noted above, the Audit Committee recommended to the Board of Directors that our
audited consolidated financial statements be included in our Annual Report on Form 10-K for the fiscal year ended December 31, 2007.
Subject to stockholder approval at the 2008 annual meeting, the Audit Committee has also selected Ernst & Young as our independent
auditors for 2008 (see proposal 2).

Audit Committee of AMR Corporation:

John W. Bachmann, Chairman
Rajat K. Gupta

Alberto Ibargiien

Ray M. Robinson

Matthew K. Rose
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Independent Auditor’s Fees

The following table reflects the aggregate fees paid to Ernst & Young for audit services rendered in connection with the
consolidated financial statements, reports for fiscal years 2007 and 2006, and for other services rendered during fiscal years 2007 and
2006 on our behalf and on behalf of our subsidiaries, as well as all out-of-pocket costs incurred in connection with these services:

(amounts in

thousands)
2007 2006
Audit Fees $2,489 $2,578
Audit-Related Fees 890 982
Tax Fees 74 35
All Other Fees 0 0
Total Fees $3,453 $3,595

Audit Fees: Consists of fees billed for professional services rendered for (a) the audit of our consolidated financial statements;

(b) the audit of internal controls over financial reporting; (c) the review of the interim condensed consolidated financial statements
included in quarterly reports; (d) services that are normally provided by Ernst & Young in connection with statutory and regulatory
filings or engagements and attest services, except those not required by statute or regulation; and (e) consultations concerning
financial accounting and reporting standards.

Audit-Related Fees: Consists of fees billed for assurance and related services that are reasonably related to the performance of the
audit or review of our consolidated financial statements and are not reported under “Audit Fees.” These services include

(a) employee benefit plan audits; (b) auditing work on proposed transactions; (c) attest services that are not required by statute or
regulation; and (d) consultations concerning financial accounting and reporting standards that do not impact the annual audit.

Tax Fees: Consists of tax compliance/preparation and other tax services. Tax compliance/preparation consists of fees billed for
professional services related to federal, state and international tax compliance; assistance with tax audits and appeals; expatriate tax
services; and assistance related to the impact of mergers, acquisitions and divestitures on tax return preparation. Other tax services
consist of fees billed for other miscellaneous tax consulting and planning.

All Other Fees: There were no fees for other services not included above.

In selecting Ernst & Young as our independent auditors for the fiscal year ending December 31, 2008, the Audit Committee has
considered whether services other than audit and audit-related services provided by Ernst & Young are compatible with maintaining the
firm’s independence.

The Audit Committee pre-approves all audit and permissible non-audit services provided by Ernst & Young, including audit
services, audit-related services, tax services and other services. Pre-approval is generally provided for up to one year, and any pre-
approval is detailed as to the particular service or category of services and includes an anticipated budget. In addition, the Audit
Committee may also pre-approve particular services on a case-by-case basis. The Audit Committee has delegated pre-approval authority
to the Chairman of the Audit Committee. Pursuant to this delegation, the Chairman of the Audit Committee must report any pre-approval
decision by him to the Audit Committee at its first meeting following his pre-approval. The Audit Committee pre-approved all such audit
and permissible non-audit services in 2007 and 2006 in accordance with these procedures.
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Diversity Committee Matters
Functions
The functions of the Diversity Committee include:

» Providing oversight, counsel and guidance to senior management at American Airlines, our other subsidiaries and the Board of
Directors on issues related to diversity and inclusion, including:

Equal employment opportunity policies

Hiring practices

Employee retention issues

Corporate procurement decisions, including our Supplier Diversity Program

o © o ©o o

Work environment;

*  Monitoring and overseeing the development and implementation of diversity policies, programs and procedures to ensure that
they are appropriate to, and assist in the fulfillment of, our responsibilities to our internal and external minority
constituencies; and

» Exploring a wide spectrum of our operations to assist us in promoting our diversity efforts.

Compensation Committee Matters
Functions
The functions of the Compensation Committee include:

+ Formulating and approving the compensation and benefit programs for our officers and the officers of our subsidiaries;
+  Approving the compensation of our Chief Executive Officer based on an evaluation of his performance;

» Approving and monitoring our annual incentive program and our stock-based and other compensation programs;

*  Determining performance measures under our various compensation programs;

»  Determining amounts to be paid under our compensation and benefits programs; and

* Retaining compensation consultants to perform an annual review of executive compensation.

Processes and Procedures

The Compensation Committee acts on behalf of the Board of Directors and has the responsibility for approving the compensation of
all of our officers, including the named executive officers. This responsibility includes establishing and implementing our executive
compensation objectives, including linking each named executive officer’s compensation to our short-term and long-term strategic,
financial and operational goals. The Compensation Committee also determines: (a) the performance measures established for
performance-based awards for our officers; and (b) where the performance measures are subjective, the achievement of those
performance measures and the amounts payable with respect to those awards. The Compensation Committee reviews and has the
authority to adopt employment and change in control agreements with our officers and incentive plans for our officers, including those
pertaining to performance shares, deferred shares, stock-settled stock appreciation rights and career performance shares.

The Compensation Committee is responsible for the administration of our executive compensation program. The Compensation
Committee delegates authority for the day-to-day administration of our executive compensation program to our Senior Vice President —
Human Resources and Human Resources Department, but the Compensation Committee does not delegate compensation determinations
for our officers.

The Compensation Committee meets regularly throughout the year to review general compensation issues and to monitor the
compensation of our officers. In fulfilling its responsibilities, the Compensation Committee has the authority to retain, and establish the
duties and compensation of, external compensation consultants. During 2007,
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the Compensation Committee retained Hewitt Associates LLC to evaluate the competitiveness and reasonableness of our executive
compensation relative to other public corporations employing similar executive talent. The Compensation Committee also engaged
Deloitte Consulting LLP to advise the Compensation Committee on the Chief Executive Officer’s compensation package, incentive plan
design and other executive compensation matters. Deloitte Consulting and certain of its affiliates and Hewitt Associates have also
provided other services to us, such as tax and consulting services; however, the Compensation Committee does not believe that these
relationships impair their independence.

With respect to executives other than the Chief Executive Officer, the Compensation Committee makes compensation decisions
with, and frequently based upon the recommendation of, the Chief Executive Officer and our Senior Vice President — Human Resources.
The Compensation Committee also reviews and considers comparative market data provided by Hewitt Associates. The Compensation
Committee makes all determinations with respect to the Chief Executive Officer’s compensation with the assistance, when appropriate,
of our Lead Director, Hewitt Associates and Deloitte Consulting.

The Nominating/Corporate Governance Committee is responsible for determining compensation for the Board of Directors. See
“Director Compensation,” beginning on page 48 of this Proxy Statement, for further details regarding the Nominating/Corporate
Governance Committee’s role in this determination.

The “Compensation Discussion and Analysis” below provides further details regarding our compensation objectives and programs,
including information regarding the Compensation Committee’s annual compensation review, the types of compensation awards it uses,
and the manner in which the Compensation Committee determines the size and terms of such awards.

Compensation Committee Interlocks and Insider Participation

Dr. Rodin and Messrs. Boren, Codina (until March 2007), Miles and Purcell were the members of the Compensation Committee
during 2007. None of the members of the Compensation Committee was at any time during 2007, or at any other time, one of our officers
or employees. None of our executive officers serves as a member of the board of directors or compensation committee of any entity that
has one or more executive officers serving as a member of our Board of Directors or our Compensation Committee.

COMPENSATION DISCUSSION AND ANALYSIS

The following discussion provides an overview and analysis of the material elements and objectives of our executive compensation
program. We provide information relating to the following, who were our named executive officers in 2007:

Gerard J. Arpey, Chairman, President and Chief Executive Officer of AMR Corporation and American Airlines;

Thomas W. Horton, Executive Vice President — Finance and Planning and Chief Financial Officer of AMR Corporation and
American Airlines;

Daniel P. Garton, Executive Vice President — Marketing of AMR Corporation and American Airlines;
Robert W. Reding, Executive Vice President — Operations of AMR Corporation and American Airlines; and

Gary F. Kennedy, Senior Vice President, General Counsel and Chief Compliance Officer of AMR Corporation and American
Airlines.

This discussion should be read in conjunction with “Executive Compensation” beginning on page 30 of this Proxy Statement.
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Administration of Executive Compensation Program

The Board of Directors delegates oversight of our executive compensation program to the Compensation Committee, although the
Compensation Committee discusses executive compensation matters with the entire Board and shares materials from the Compensation
Committee’s meetings with the entire Board of Directors. The Compensation Committee is responsible for establishing our executive
compensation objectives, approving the corporate objectives against which the committee measures performance in setting certain
elements of our executive compensation packages, and determining the compensation of all of our officers, including the named
executive officers. The Compensation Committee meets regularly throughout the year to review general compensation issues. See
“Processes and Procedures,” beginning on page 17 of this Proxy Statement, for further details regarding administration of our executive
compensation program.

Role of the Compensation Consultants

The Compensation Committee utilizes the advice of two external consultants, Hewitt Associates LL.C and Deloitte Consulting LLP.
The Compensation Committee retains Hewitt Associates to evaluate the competitiveness and reasonableness of our executive
compensation relative to other public corporations employing similar executive talent. The Compensation Committee also engages
Deloitte Consulting to advise the Compensation Committee on the Chief Executive Officer’s compensation package, incentive plan
design and other executive compensation matters. The compensation consultants meet with the Compensation Committee during its
annual review of executive compensation, including in executive session without any members of management present. At the direction
of the Compensation Committee, the compensation consultants collaborate with and assist Mr. Arpey and other members of management,
including the Senior Vice President of Human Resources, in obtaining information necessary for them to form their recommendations
and evaluate management’s recommendations regarding compensation.

Role of the Chief Executive Officer in Setting Compensation

Mr. Arpey regularly attends Compensation Committee meetings, including the committee’s annual review of executive
compensation. At these meetings, he provides his perspective on the performance of our officers, including the other named executive
officers, and other subjective considerations that may influence the Compensation Committee’s compensation decisions, such as
retention and succession planning and critical personnel and business needs. He also presents his views on compensation
recommendations for the other named executive officers. The Compensation Committee gives considerable weight to Mr. Arpey’s
evaluation of the other named executives officers because he has direct knowledge of each officer’s performance and contributions since
they report directly to him. Mr. Arpey does not participate in the Compensation Committee’s deliberations or decisions with regard to his
compensation, although he discusses his compensation with the Compensation Committee and its consultants.

Process to Determine Compensation

Annually, the Compensation Committee, with the participation of our Lead Director, conducts a comprehensive review of our
executive compensation program. The compensation review includes a review of: (a) a report prepared by our Human Resources
department evaluating our executive compensation to ensure that we are achieving our compensation objectives and (b) a comprehensive
report from Hewitt Associates evaluating the competitiveness of our executive compensation program relative to the programs at
companies in a comparator group. Since we compete for our executive talent with companies both within and outside our industry,
Hewitt included in the 2007 comparator group six major U.S. airlines, as well as twenty-six other public companies that have certain
similar characteristics to us, such as (a) comparable revenue size (with our revenue approximately at the median of the revenues of the
companies in the comparator group), (b) operations in multiple locations across the United States, (c) similar labor requirements,

(d) headquarters in the Dallas-Fort Worth area, and/or (e) comparable management structures so that job comparisons were meaningful.
In addition, at the time of this review and with the participation of our Lead Director, the Compensation Committee evaluates the Chief
Executive Officer’s compensation.
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For the 2007 compensation review, we reviewed data for a comparator group comprised of the following 32 companies:

3M Company

Alcoa Inc.

The Boeing Company
Burlington Northern Santa Fe Corporation
Caterpillar Inc.

Continental Airlines, Inc.

The Coca Cola Company
Deere & Company

Delta Air Lines, Inc.

FedEx Corporation

General Dynamics Corporation

The Goodyear Tire & Rubber Company
H.J. Heinz Company

Honeywell International, Inc.

J.C. Penney Corporation, Inc.

Johnson Controls, Inc.

Lockheed Martin Corporation
Motorola, Inc.

Northrop Grumman Corporation
Northwest Airlines Corporation
Raytheon Company

Sara Lee Corporation
Southwest Airlines Co.

Target Corporation

Texas Instruments Incorporated
UAL Corporation

United Parcel Service, Inc.
United Technologies Corporation
US Airways Group, Inc.
Weyerhaeuser Company
Whirlpool Corporation

Xerox Corporation

The Compensation Committee reviews data comparing total compensation and each element of compensation provided to our
named executive officers to executive compensation at the companies comprising the comparator group. While the Compensation
Committee has the ability to exercise discretion with respect to the total compensation provided to our named executive officers and
consider other factors, its policy, except as described below, is to establish a compensation package that provides to each such officer
total compensation that is approximately equal to the median total compensation of persons holding comparable positions at the
companies comprising the comparator group and generally consistent with the compensation provided to our other named executive
officers with similar levels of responsibility. The Compensation Committee generally believes that the median reflects competitive
market compensation for our named executive officers, and in 2007, the Compensation Committee approved total compensation
packages for our named executive officers that generally were consistent with this policy. However, during 2007 and in prior years,
Mr. Arpey’s total compensation was below the median of the chief executive officers in the comparator group. While it remains the
Compensation Committee’s intent to increase Mr. Arpey’s salary to be closer to the median of chief executives in the comparator group,
in light of the industry’s and our current financial situation, the Compensation Committee determined that his total compensation for
2007 should be the same as his 2006 compensation, except for a 1.5% increase to his base salary (that was awarded to all of our

employees in 2007) and an increase in the value of his 2007 long-term incentive awards (due to the increased value of our stock at the
time of the awards in 2007). In addition, the Compensation Committee determined Mr. Garton’s compensation by comparison to the
compensation of persons serving in the role of chief financial officer at the comparator companies. The Compensation Committee made
this determination due to Mr. Garton’s (a) contributions and broad skill set, (b) oversight of a large operating group, our flight attendants,
in addition to his marketing responsibilities and (c) prior experience as a chief financial officer of a company in the comparator group.

In addition to reviewing competitive market data, the Compensation Committee considered:
» the need to retain our current named executive officers and motivate them to achieve sustained profitability under our

Turnaround Plan described under “Compensation Objectives” below;

+ the absence of short-term incentive awards since 2001 due to the difficulty in achieving the pre-tax earnings margin levels
required under our Annual Incentive Plan and its predecessor incentive compensation plan;

+ the fact that for the ten years from 1997 through 2006, only approximately 75% of the total compensation we granted to our
named executive officers has been actually realized; and

+ the projections for distributions that may occur in the next two years under our compensation plans.

To better understand the impact of its decisions on the total compensation for our named executive officers, the Compensation
Committee also analyzes tally sheets. The tally sheets quantify all material components of compensation for the named executive officers
during the preceding five years. These include (a) annual base salary and bonuses, (b) outstanding equity awards and their value,

(c) compensation actually realized, (d) retirement benefits, (e) potential termination of employment benefits (or payments), and

(f) change in control payments under
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certain scenarios. Based on its review of the tally sheets and other items described above in 2007, the Compensation Committee
concluded that the amounts paid and payable to our named executive officers were reasonable and consistent with our compensation
objectives, and the Compensation Committee did not make any material changes to their compensation or our existing programs and
policies as a result of such review.

Compensation Objectives
The principal objectives of our executive compensation program are to:

» create stockholder value by linking our executives’ compensation programs with the interests of our stockholders through
stock-based compensation;

+ provide compensation that enables us to attract, motivate, reward and retain talented executives;
» reward achievement of the strategic goals set forth in our Turnaround Plan (as described below); and

» adopt a pay for performance approach in which variable or “at risk” compensation comprises a substantial portion of each
executive’s compensation.

We believe that our executive compensation program should be considered in the context of the business environment in which we
have operated during the last several years. In 2003, we implemented our Turnaround Plan in response to the challenges we faced
resulting from the September 11th attacks and the subsequent economic downturn. The plan’s four tenets include: (a) lowering costs;

(b) increasing our focus on what customers value; (c) increasing union and employee involvement in our operations; and (d) improving
our balance sheet and financial structure.

Evaluation of Corporate Performance

To implement our pay for performance objective, a substantial portion of our executives’ pay is “at risk,” meaning the final amount
of compensation actually realized is dependent on the achievement of certain short-term and long-term financial and operating measures
and objectives that, if achieved, would contribute to our long-term financial stability and success. The Compensation Committee has
determined that the corporate measures described below are critical to our success and has linked our executives’ performance-based
compensation to these measures:

Measures Utilized in Connection with Short-Term Incentive Compensation Plans

Pre-Tax Profits—Over the course of its 80+ year history, the airline business has proven to be very cyclical and vulnerable to
general economic conditions and various external factors, such as fuel prices and government regulations in recent years. To
encourage our executives to strive to generate adequate profit levels, the Compensation Committee has established a short-term
incentive program that requires a minimum 5% pre-tax earnings margin in order for bonuses to be paid. Given the environment in
which the airline industry has operated since 2001, this minimum level of pre-tax earnings is an extremely challenging hurdle for us
to achieve, and we have not made any annual bonus payments to the named executive officers based on this performance measure
since 2001.

Customer Service—To reinforce the tenets of the Turnaround Plan, all employees, including the named executive officers, are
awarded cash payments under our Annual Incentive Plan if we achieve our target for on-time flight arrivals or customer satisfaction
scores. See the discussion regarding the Annual Incentive Plan under “Short-Term Incentive Compensation” beginning on page 23
for more details. Our success under each metric is determined by external reporting agencies and the amount of the awards varies
depending on how well we perform relative to other major U.S. airlines. We believe that by focusing all employees on customer
satisfaction, we are more likely to achieve positive pre-tax earnings and long-term stockholder value.

Measures Utilized in Connection with Long-Term Incentive Compensation Plans

Stock Price Growth—We believe that consistent execution of our strategy over multi-year periods should lead to an increase in our
stock price over time. Stock-settled stock appreciation rights (SSARs) are one way in which we provide our executive officers with
a stake in this potential reward. The actual compensation realized from the SSARs is entirely dependent on increases in our stock
price after the SSAR grant date. We also grant
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performance shares and deferred shares that generally vest after three years, the value of which is also dependent on our stock price
over time.

Total Shareholder Return—In addition to general growth in our stock price, we believe that it is important for our stock to
perform as well as or better than other airlines that we compete against. Thus, distributions under our performance share plans are
in part dependent on how well our total shareholder return compares to the total shareholder return of our competitors over three-
year measurement periods. The Compensation Committee selected the three-year total shareholder return (“TSR”) measure because
it is a market-based metric that directly measures shareholder value creation over the long-term. Use of a relative TSR metric also
mitigates the effect of general market or sector performance on our stock price and, by extension, compensation levels for our
executive officers.

Corporate Objectives—Prior to 2004, TSR was the sole performance measure used to determine distributions, if any, with respect
to performance shares. Since the adoption of our Turnaround Plan in 2003, Mr. Arpey and our Senior Vice President of Human
Resources have recommended to the Compensation Committee each year, for the committee’s review and approval, annual
corporate objectives tied to our Turnaround Plan. The Compensation Committee and the Board of Directors believe that successful
execution of these objectives is important to our financial stability and long-term success. Accordingly, starting with the approval of
the 2004/2006 Performance Share Plan in 2004, the Compensation Committee’s determination, in its discretion, of attainment of
these objectives has governed one-half of the final distribution of performance shares to our senior executives, including our named
executive officers.

In April 2008, however, the Compensation Committee determined that with respect to any performance share awards granted in
2008, the TSR objective should again be the sole performance measure used to determine distributions with respect to such awards.
While the Compensation Committee believes that achieving our corporate objectives remains important, it made this policy change
in order to more directly align executive compensation with stockholders’ interests. The Compensation Committee also considered
that the TSR measure is transparent and not subjective. The Compensation Committee will continue to approve corporate objectives
each year, and all performance shares granted in 2006 and 2007 will continue to be subject to the Compensation Committee’s
determination of attainment of the corporate objectives.

Primary Components of Compensation

Our executive compensation program principally consists of the following direct compensation components, each of which we
describe more fully below and in the accompanying tables and footnotes:

+ Base salary;

»  Short-term incentive compensation;

* Long-term incentive compensation;

* Retirement benefits; and

» Travel privileges and other benefits.
In addition, we provide certain termination benefits to our officers.

We do not have a formal policy for allocating compensation between cash or non-cash elements and short-term or long-term
incentives for our named executive officers. Rather, the Compensation Committee determines the appropriate allocation of cash or non-
cash elements and short-term or long-term compensation with our compensation objectives and comparative company data in mind. “At
risk” compensation is an important element of our compensation program, and represents more than 75% of the named executive
officers’ total compensation package. We provide “at risk” compensation primarily through grants of stock-based compensation and
participation in compensation plans tied to achieving strategic, financial and operational goals and performance measures.

Base salary and short-term incentives are payable in cash. Base salary is generally designed to comprise 15% of the named
executive officers’ total compensation package. Short-term incentive compensation is generally designed to comprise 15% of the named
executive officers’ potential annual compensation, although we have not
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paid annual bonuses to any of our named executives since 2001. Long-term incentive compensation is generally designed to represent
70% of the named executive officers’ potential annual compensation.

Base Salary

The Compensation Committee believes that it is important to pay a base salary to each of our named executive officers to provide
them with a secure, known amount of cash compensation during the year. The Compensation Committee considers competitive market
compensation and establishes each officer’s base salary close to the median base salary of persons holding comparable positions at the
companies comprising our comparator group.

In April 2007, the Compensation Committee approved a uniform 1.5% increase to the named executive officers’ base salaries,
which is the same increase to base salaries that all of our U.S.-based employees received in 2007. Except as noted below for Mr. Reding
upon his promotion to Executive Vice President — Operations, the Compensation Committee did not approve other increases to base
salary for the named executive officers in 2007.

In September 2007, we reorganized our operational functions so that all of our airport service functions became aligned with our
flight, maintenance, engineering and technical operation functions under Mr. Reding. Concurrent with this reorganization, the Board of
Directors promoted Mr. Reding to Executive Vice President — Operations. After reviewing the increase in his scope of responsibilities
and comparative market data, the Compensation Committee determined that the following increases to his compensation were
appropriate in order to move his total compensation closer to the median for officers in the comparator group with positions similar to his
new position:

* a12% increase in his base salary to $522,639;
* anincrease in his short-term incentive compensation target level to 108% of salary, commensurate with the target award level
currently in place for our other executive vice presidents; and

+ additional equity awards of 15,000 SSARs, 22,400 performance shares and 3,250 deferred shares. These additional grants,
combined with the equity awards given to Mr. Reding during the Compensation Committee’s annual officer compensation
review in July 2007, were commensurate with the equity awards granted to our other executive vice presidents during the
annual compensation review in July 2007.

Short-Term Incentive Compensation

Annual Incentive Plan. As part of the Turnaround Plan, we established the Annual Incentive Plan (the “AIP”) to link the interests of
our stockholders, customers and employees. All U.S.-based employees, including the named executive officers, participate in the AIP,
which provides cash incentive payments upon the achievement of monthly customer service and annual financial goals.

Awards are earned under the customer service component of the AIP if we achieve at least one of two customer service targets
relative to our competitors:

* A top six performance for on-time arrival, as determined by the U.S. Department of Transportation; or

* A top six performance for customer satisfaction, as determined by Survey America, an independent organization.

The customer service component of the AIP contemplates payments ranging from $25 to $100 per month for each employee,
predicated upon our achieving at least one of two customer service targets. In 2007, we paid $50 under the customer service component
of the AIP to each eligible employee, including our named executive officers. In January 2008, we made payments of $800 to each

eligible employee of American under the customer service component of the AIP, except no such payments were made to our named
executive officers or any of our other officers.
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Awards are earned under the financial component of the AIP if American Airlines achieves threshold, target or maximum pre-tax
earnings margins described in the following table:

Approximate
Pre-Tax Earnings
Pre-Tax (Based on American Airlines’
Level Earnings Margin 2007 Revenue)
Threshold 5% $1.1 Billion
Target 10% $2.3 Billion
Maximum 15% $3.4 Billion

The actual dollar amount of a paid award is determined as a percentage of base salary, and the percentage of base salary varies
according to the level of responsibility and the pre-tax earnings margin achieved. As part of its annual compensation review in 2007, the
Compensation Committee determined the threshold, target and maximum award payout levels under the financial component of the AIP
for 2007 for each of the named executive officers by reference to the short-term incentive compensation awards available to persons
holding comparable positions at the companies comprising our comparator group. Subject to the maximum awards established for each
of the named executive officers, the Compensation Committee has the discretion to adjust the final awards. The percentages of base
salary that each of our named executive officers was eligible to receive in 2007 are set forth in “Non-Equity Incentive Plan Awards” on
page 33 of this Proxy Statement.

We did not make any payments under the financial component of the AIP for 2007, and because we have not achieved any of the
pre-tax earnings margin thresholds, we have not made any short-term incentive compensation payments to our named executive officers
under the financial component of the AIP (or its predecessor incentive compensation plan) since March 2001.

The Compensation Committee also has the discretion under the AIP to award limited cash incentive payments to the named
executive officers and certain other management employees if we do not meet the payout levels. Under the terms of the AIP, any such
discretionary payments can be no more than 20% of the employee’s maximum bonus payable under the AIP. We did not make any such
discretionary cash payments or pay any other forms of bonuses to any of the named executive officers in 2007 or in any previous year.

American Airlines also maintains a Profit Sharing Plan for its employees. Under that plan, profit sharing payments are made to
eligible employees if our annual pre-tax earnings exceed $500 million. By its terms, our officers (including the named executive officers)
and certain other management employees are not eligible to participate in the Profit Sharing Plan. However, under the AIP the
Compensation Committee has the discretion to award cash payments to these officers and management employees if the other employees
of American Airlines receive profit sharing payments under the Profit Sharing Plan. No such payments were made to any of the named
executive officers in 2007 or in any previous year.

Long-Term Incentive Compensation

Long-term compensation is a critical component of the executive compensation program because it is designed to link executive
compensation to the interests of our stockholders by motivating executives to increase total stockholder return. We also believe that long-
term compensation is an important retention tool.

The Compensation Committee utilizes a variety of equity-based instruments to provide long-term compensation for our named
executive officers. We generally grant awards at the time of the Compensation Committee’s annual compensation review, with interim
awards made from time to time to new hires or upon increases in responsibilities. In 2007, we granted the following equity-based
instruments:

+ performance shares, which are contractual rights to receive shares of our common stock upon the achievement of certain

performance measures over a three-year period;

* SSARs, which are contractual rights to receive shares of our common stock over a ten-year exercise period;

* deferred shares, which are contractual rights to receive shares of our common stock generally upon the completion of three

years of service following the grant date;
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+ career performance shares, which are granted only to Mr. Arpey and are contractual rights to receive shares of our common
stock upon the achievement of certain financial and operating performance measures over a ten-year period.

Our long-term incentive plans generally allow us to settle these awards in either stock, cash, or a combination of stock and cash.

In determining the types and amounts of the long-term equity awards granted in 2007 to each of our named executive officers, the
Compensation Committee targeted the median level of long-term equity awards to persons holding comparable positions at the
companies comprising our comparator group. However, the long-term equity awards granted in 2007 to Mr. Arpey were substantially
below the comparable median among chief executive officers in the comparator group.

In connection with its annual compensation review in July 2007, the Compensation Committee approved grants of long-term equity
awards to the named executive officers in approximately the following proportions: 70% in performance shares (including, for Mr. Arpey,
his career performance shares); 20% in SSARs; and 10% in deferred shares. Approximately 90% of the named executive officers’ long-
term incentive compensation is, therefore, dependent upon our financial and operating performance, including, in the case of SSARs,
appreciation in our stock price. We establish the value and number of performance and deferred share awards using a standard valuation
methodology developed by Hewitt Associates that takes into account the terms of such awards, including the applicable vesting and
performance criteria. We use a modified Black-Scholes valuation model to determine the value and number of SSAR awards. See “Fiscal
Year 2006 and 2007 Summary Compensation Table,” beginning on page 30 of this Proxy Statement and the accompanying footnotes, for
further details on long-term compensation.

Performance Shares. The actual number of performance shares ultimately distributed to the named executive officers (if any) has
been determined in recent years based on (a) our TSR as compared to that of our main competitors and (b) the Compensation
Committee’s determination of our achievement of our corporate objectives, in each case during a three-year measurement period. Final
distribution of the performance share awards can range from 0% to 175% of the performance shares originally granted, depending on our
performance against these measures during the applicable three-year measurement period.

Since 2004, we have used TSR in the determination of the level of distribution of one-half of the performance shares initially
granted. TSR is defined as the rate of return reflecting stock price appreciation plus reinvestment of dividends over the measurement
period. The average stock price at the close of trading on the NYSE (adjusted for splits and dividends) for the three months prior to the
beginning and ending points of the measurement period is used to smooth out market fluctuations. Distributions related to TSR will vary
according to the following schedule, where “Rank” is our TSR ranking among the competing airlines and “Distribution” is the percentage
of the performance shares initially granted that will be earned based on the TSR measure of performance:

Rank Distribution

#7 0%

#6 25%
#5 50%
#4 75%
#3 100%
#2 135%
#1 175%

As discussed in “Evaluation of Corporate Performance,” beginning on page 21 of this Proxy Statement, with respect to any
performance share awards granted in 2008, our relative TSR will be the sole performance factor used to determine distributions with
respect to such awards.

The Compensation Committee selects the competing airlines against which we will compare our TSR based on their market
capitalization, revenues and airline seat capacity. For the 2007/2009 Performance Share Plan, the competitors are Alaska Airlines,
Continental Airlines, JetBlue Airways, Southwest Airlines, US Airways and UAL
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Corporation. The committee did not include Delta Air Lines or Northwest Airlines since their stock was not listed on a national stock
exchange at the time of selection of the competing airlines due to their bankruptcy proceedings.

The determination of distributions with respect to the other half of the performance share awards initially granted to our named
executive officers has been based upon the Compensation Committee’s subjective determination of achievement of corporate objectives
adopted by the Compensation Committee each year. The corporate objectives are consistent with the objectives of our Turnaround Plan,
and for the years 2004 through 2007 were: (a) keeping safety our top priority; (b) raising external capital, maintaining a minimum
amount of cash and building a strong balance sheet; (c) meeting our pension funding obligations; (d) continuing to lower our non-fuel
costs and implementing measures to conserve fuel; (e) improving customer service and dependability rankings; (f) improving revenues
and business results through employee collaboration and other means; (g) enhancing our image and customer loyalty; (h) continuing to
successfully advocate on industry legislative and regulatory issues; (i) focusing on a positive work environment and promoting diversity;
(j) promoting employee commitment to the employee standards of conduct and compliance with laws and regulations; (k) meeting
financial goals and returning to and sustaining profitability; and (1) any other factors that the Compensation Committee may determine
are important or appropriate.

As described above, the Compensation Committee, in its judgment, assesses attainment of these objectives each year. In
determining attainment of these objectives, the Compensation Committee is not required to use any formula or other measure or assign
any particular weighting to any objective. The Compensation Committee, in its discretion, may also consider any other factor that it
considers important or appropriate. At the end of the three-year measurement period, the Compensation Committee averages its
assessments for each year of the measurement period. With respect to awards to our named executive officers under the 2005/2007
Performance Share Plan, the Compensation Committee determined that our attainment of the corporate objectives for the 2005-2007
measurement period was 140% for 2005, 135% for 2006, and 125% for 2007, and that the average of our attainment of the corporate
objectives over the 2005-2007 measurement period was therefore 133%. We also had a second place TSR rank during that same period,
which resulted in a TSR distribution percentage of 135% pursuant to the terms of the 2005/2007 Performance Share Plan. As a result, on
April 16, 2008, one-half of the performance shares initially awarded to each named executive officer under the 2005/2007 Performance
Share Plan vested at 135%, and the other one-half vested at 133%, for a total of 134% of the performance shares initially awarded to each
named executive officer under that plan. With respect to the performance share awards to our named executive officers under the
2004/2006 Performance Share Plan (that were distributed in April 2007), in 2007 the Compensation Committee determined that we had a
first place TSR rank during the 2004-2006 measurement period, resulting in a TSR distribution percentage of 175%, and our attainment
of the corporate objectives over the same period was 133%. As a result, in April 2007, each named executive officer received 154% of
the awards originally granted to him under the 2004/2006 Performance Share Plan.

SSARs. SSARs provide compensation to the named executives only to the extent that the market value of our common stock
appreciates from the date of grant. SSARs vest in equal annual installments over five years, so an officer must generally complete five
years of service to receive the full benefit of any SSAR grant. We generally grant SSARs to our officers (including our named executive
officers) at the time of the Compensation Committee’s annual compensation review. For 2007, the Compensation Committee conducted
the compensation review at its July meeting. We also generally announce our second quarter earnings at or following our July Board of
Directors and committee meetings. The effective dates of the equity grants approved at the time of our earnings releases have historically
been the third business day after the corresponding earnings release. We followed this practice in 2007, and the effective date of the
SSARs granted in July was July 23, 2007 (the third business day following our earnings release for the second quarter of 2007). We
established the exercise price of these SSARSs as the fair market value of our common stock on that date.

Deferred Shares. The Compensation Committee believes that deferred shares are important for long-term retention of our named
executive officers since they are intended to provide a minimum value for their continued service. Since the deferred shares generally
vest upon three years of service from the date of grant, these awards complement our performance shares and SSAR awards, which are
both contingent upon the achievement of either specified performance objectives or stock price appreciation.
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Career Performance Shares. In 2005, the Compensation Committee determined, with the assistance of Deloitte Consulting and
Hewitt Associates, that Mr. Arpey’s total compensation was substantially below the median compensation of chief executive officers of
the companies comprising our comparator group. In lieu of increasing his current compensation to more competitive levels, the
Compensation Committee entered into an agreement with Mr. Arpey pursuant to which he would be granted a minimum of 58,000
deferred shares of our common stock in each year from 2005 through and including 2009, that will vest, if at all, in 2015. These awards
are referred to as career performance shares.

At the end of the performance period, the Compensation Committee will determine, in its discretion, whether any distributions of
these shares will be made, based on its assessment of achievement of the following financial and operating measures during the
performance period: (a) overall cash flow; (b) earnings; (c) the per share price of our common stock; (d) operating performance
(including safety and other issues concerning regulatory compliance); (e) the rate of return achieved on our investments and/or equity;
(f) measures of employee engagement and/or satisfaction; (g) the overall state of relations with our organized labor groups; (h) our
balance sheet; (i) our overall relationships with our largest stockholders; (j) revenues; and (k) other factors as the Compensation
Committee may, in its judgment, deem material. Depending on this assessment, the ultimate distribution with respect to such career
performance shares could range from 0% to 175% of the shares originally granted. The Compensation Committee is not required to use
any formula or other measure or assign any particular weighting to any objective or the performance for any particular year in
determining achievement of these objectives. Also, the Compensation Committee may consider any other factors it believes are material.

In addition to providing a more competitive long-term compensation for Mr. Arpey, the Career Share Performance Agreement
reflects our desire to retain Mr. Arpey because of his knowledge of the airline business, his contributions to the airline’s success, and our
confidence that Mr. Arpey has the vision and managerial capability to oversee our continued growth. The Compensation Committee has
not granted career performance shares to any other named executive officer because their total potential compensation more closely
approximates the median for similarly situated positions with the companies comprising our comparator group.

As part of its 2007 compensation review in July and pursuant to its agreement with Mr. Arpey, the Compensation Committee
granted Mr. Arpey 58,000 career performance shares, the minimum number of shares required to be granted by the Career Performance
Share Award Agreement. In approving such grant, the Compensation Committee concluded that Mr. Arpey’s total compensation was still
significantly below the median for chief executive officers in the comparator group. Vesting of the granted shares remains contingent on
Mr. Arpey’s performance and continued service through 2015, subject to certain exceptions discussed in “Termination By Executive For
Good Reason” beginning on page 43 of this Proxy Statement.

Retirement

Retirement Benefit Plan. We provide the Retirement Benefit Plan of American Airlines, Inc. for Agents, Management, Specialists,
Support Personnel and Officers (the “Retirement Benefit Plan) to help provide compensation to our eligible employees during their
retirement. All of the named executive officers participate in the Retirement Benefit Plan, which is a defined benefit plan. Similar defined
benefit plans exist for other American Airlines employees, including those employees covered by bargained labor agreements. We design
our retirement benefits to be competitive with overall market practices and to provide long-term financial security for employees and,
specifically for executives, to promote retention.

The Retirement Benefit Plan complies with the Employee Retirement Income Security Act of 1974 (“ERISA”) and qualifies for an
exemption from federal income taxation under the Internal Revenue Code (the “Code”). Since the Retirement Benefit Plan is a qualified
plan, it is subject to various restrictions under the Code and ERISA with respect to payments and benefit calculations. These restrictions
limit the maximum annual benefit payable under qualified plans (such as the Retirement Benefit Plan). The limit was $180,000 in 2007
and $185,000 in 2008. Further, the Code limits the maximum amount of annual compensation that we may take into account under the
Retirement Benefit Plan. The limit was $225,000 in 2007 and $230,000 in 2008. We pay benefits under the Retirement Benefit Plan as
monthly annuities, which we reduce for the receipt of social security benefits.
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See “2007 Pension Benefits Table” and the accompanying narrative discussion and footnotes that follow the table, beginning on
page 40 of this Proxy Statement, for further details regarding the Retirement Benefit Plan.

Non-Qualified Plan. To address limitations on benefits under the Retirement Benefit Plan, American Airlines pays an additional
retirement benefit to the named executive officers under the Supplemental Executive Retirement Plan, a plan that is not qualified unde