I N THE STATE COURT OF FULTON COUNTY
STATE OF GECRG A

R. NEIL HEPLER, | RA, AND ALFRED
REHM on behal f of thensel ves and
all others sinmilarly situated,
ClVIL ACTI ON NO.
[ 96VS- 0115357C]
Plaintiffs, COVPLAI NT
V. CLASS ACTI ON

VALUWET AIRLINES, [INC , VALUJET,
INC., SABRETECH INC., M CHAEL D
ACKS, TIMOTHY FLYNN, ROBERT L.

PRI DDY, LEWS A. JORDAN, MAURI CE J.
GALLAGHER, JR., AND STEPHEN C.

NEVI N, JURY TRI AL DENMANDED

Def endant s.
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Plaintiffs nmake the followi ng allegations upon
i nformati on and belief, except as to allegations specifically
pertaining to the plaintiff and his counsel, based on the facts
al | eged bel ow, which are predicated upon the investigation
undertaken by plaintiff's counsel, which investigation included
anal ysis of publicly-available news articles, public filings,
court docunments, press releases and other matters of public
record. Plaintiffs believe that further substantial evidentiary
support will exist for the allegations set forth below after a
reasonabl e opportunity for discovery.

NATURE OF THE ACTI ON

1. This is a class action on behalf of all persons

who purchased the comon stock of Valujet, Inc. and/or Val uJet

Airlines, Inc. (collectively referred to herein as "Valujet" or

t he " Company") between June 9, 1995 and June 18, 1996, inclusive

(the "C ass Period"), seeking to pursue renedi es under the



CGeorgia Securities Act of 1973 (the "Ceorgia Securities Act")

As hereinafter alleged, during the Cass Period, Valujet, a | ow
cost, no frills airline, Sabretech, Inc. and the six Individua
Def endants, each of whomis an executive officer, and/or director
and controlling person of Valujet, knowi ngly or recklessly failed
to disclose the Conpany's severe and pervasi ve nai ntenance and
regul atory problenms. Defendants, fraudul ent scheme and deceptive
course of business artificially inflated and nai ntai ned the
trading price of Valujet securities during the O ass Period and
thereby injured plaintiff and other purchasers of Val ujet
securities.

2. On June 18, 1996, Val ujet announced that it was
tenporarily ceasing operations pursuant to an agreenent with the
United States Federal Aviation Admi nistration (the "FAA"). The
FAA had deternined that the airline's pervasive and severe
mai nt enance probl ens, which had pl agued the Conpany throughout
the entire class period, had rendered the airline unfit to
continue service. One nmonth earlier, a Valujet DG 9 had crashed
into the Florida Everglades killing all 110 passengers on board.

3. I nvestor reaction to the news that the Conpany was
tenporarily ceasing operations was swift, and the price of
Val uj et stock fell $3.50 per share on June 18, 1996 to cl ose at
an all-time | ow of $6.50 per share. Simlarly, one nonth earlier
-- on the news of the plane crash -- the stock had declined

precipitously, falling from $17.875 per share to $13. 687 per

share and thereafter continuing its slide to $10 per share on

June 17, 1996 the day before the announcenent of the cessation of



Val ujet's operations. Prior thereto, during the week of April 8-
12, 1996, Valujet conmon stock declined from $26. 625 to $20. 4375
on the news that the Conpany was the subject of heightened FAA
scrutiny and would be slow ng their expansion.

4. At all relevant tinmes, Valujet portrayed itself as
a safe, efficient, fast growth airline which could satisfy al
regul atory requirenents while selling tickets at bargain fares.
Its stock price sky-rocketed in reliance of the truth of these
representations. In truth and in fact, the Conpany's safety and
regul atory conpliance were at all tines in disarray and the
Conpany was unable by virtue of its heavy outsourcing of
mai nt enance, which reduced costs, to operate safely and in
conpliance with FAA requirenents. Wen these facts were finally
perceived by the investing public, due to the Florida crash and
subsequent extensive public reporting and regul atory scrutiny,
t he Conpany's stock price declined precipitously. At the end of
the Class Period herein, the Conpany announced that, due to the
i mpact of these problenms it was being forced to suspend
operations indefinitely and that, as a result, it had been
deprived of future revenues and was rapidly burning its existing
cash.

JURI SDI CTI ON AND VENUE
5. This Court has jurisdiction over the subject

matter of this action pursuant to Ga. Const. Art. 6 § 4 T 1

6. Venue is properly laid in this county pursuant to
O C. GA Section 10-5-15. Acts perforned in furtherance of the
transacti ons conpl ained of in this action, including preparation

i ssuance and di ssenination of materially false and m sl eadi ng



information to the investing public, occurred in substantial part

inthis County. |In addition, the registered agent for service of
process for Sabretech, Inc., is found in this County.
7. In connection with the acts, conduct, conbination

and conspiracy alleged in this Conplaint, defendants, directly or
indirectly, used the mails and the neans and instrunentalities of
i nterstate conmerce, including tel ephonic comunications.

PARTI ES

8. Plaintiff R Neil Hepler purchased 100 shares of
Val uJet common stock for his I RA account during the C ass Period
on June 13, 1996, at a price of $11.125 per share (excl uding
fees, charges and commi ssions) and was injured thereby.

9. Plaintiff Al fred Rehm purchased 200 shares of
Val uJet comon stock during the Cass Period on May 13, 1996, at
a price of $12.25 per share (excluding fees, charges and
conmi ssions), and was injured thereby.

10. (a) Defendant Valudet Inc., Nevada corporation,
has its principal executive offices at 1800 Phoeni x Boul evard,
Atlanta, Georgia. Defendant Valujet Airlines is a wholly-owned
subsidiary of Valujet Inc., the two entities having nerged
together in October 1995. At that tine, each share of common
stock in defendant ValuJet Airlines, Inc. was converted into one

share of commopn stock of defendant Valulet, Inc. As described

nore specifically below, ValuJet is a lowcost, lowfare
passenger airline predom nantly serving the Eastern United
St at es.

(b) At all times relevant to this action, the



conmmon stock of ValulJet was actively traded over the NASDAQ

Nati onal Market ("NASDAQ'), a national securities exchange, under
the ticker symbol "VJET" and was regi stered and nade filings
pursuant to Section 12 of the Securities Exchange Act (15 U S.C
§ 78e) (the "Exchange Act"). The market for ValuJet securities
was open, well-devel oped and efficient at all relevant tines.

Val uJet files annual, quarterly and other reports with the SEC as
requi red by the Exchange Act.

(c¢) During 1995, the Conmpany announced and
consummated a two-for-one stock split effected in the form of
stock dividends. The stock split was payabl e on Novenber 21
1995 to stockhol ders of record as of the close of business on
Novermber 6, 1995. As of December 31, 1995, the Conpany had
out standing nore than 54 nillion shares of common stock.

11. Defendant Sabretech, Inc. ("Sabretech") is a
whol Iy owned subsidiary of Sabreliner Corporation which has its
executive offices at Pierre Laclede Center, Suite 1500, 7733
Forsyth Blvd., St. Louis, Mssouri 63105-1821. Sabretech
mai ntai ns offices at 4900 NN.W 36th Street, Building No. 25,
Mam , Florida 33122. At all relevant times, Sabretech was the
primary party responsible for the maintenance of Valujet's fleet

and conducts significant business in this jurisdiction

12. (a) The individual defendants (the "Individua
Def endant s") served, at times relevant to the clains set forth
herein, as directors and/or as senior officers of Valujet in the
positions set forth opposite their nanes as follows:

Nanme Posi tion



Robert L. Priddy Chief Executive Oficer
and Chai rman of the Board
of Directors

Lewi s A Jordan Director, President and
Chi ef Operating Oficer

Maurice J. Gall agher Vi ce- Chai rman of the Board
of Directors, Treasurer
and Secretary
. Stephen C. Nevin Director, Senior Vice-
Presi dent of Finance,
Chi ef Financial Oficer
Ti mot hy Fl ynn Co- Founder and Director
M chael D. Acks Controll er and Chi ef
Accounting Oficer
(b) Because of their respective positions within
t he Conpany, the Individual Defendants had access to the adverse
undi scl osed i nformati on about its business, business practices,
regul atory conpliance, naintenance probl ens, markets and present
and future business prospects via access to internal corporate
docunents (including the Conpany's operating plans, budgets and
forecasts and reports of actual operations conpared thereto)
conversations and connections with other corporate officers and
enpl oyees, attendance of nanagenent and Board of Directors

nmeetings and conmittees thereof and via reports and ot her

i nfornati on provided to themin connection therewith. The

I ndi vi dual Defendants have received substantial conpensation from
Valujet in their respective positions.

13. It is appropriate to treat the Individua
Def endants as a group for pleading purposes and to presune that
the fal se, m sleading and i nconplete information conveyed in the

Conpany's public filings, press releases and other publications



as alleged herein are the collective actions of the narrowy
defined group of defendants identified above. Each of the above
of ficers and/or directors of Valuldet, by virtue of their high-

| evel positions with the Conpany, directly participated in the
management of the Conpany, was directly involved in the day-to-
day operations of the Conpany at the highest |evels, and was
privy to confidential proprietary information concerning the
Conpany and its operations, business practices, major pending
litigation, finances and financial condition, as alleged herein
Sai d defendants were involved in drafting, producing, review ng
and/ or disseninating the false and m sl eading statenents all eged
herein, were aware (or recklessly disregarded) that the fal se and
nm sl eadi ng statements were being issued regardi ng the Conpany and
approved or ratified these statenents, in violation of the
federal securities |aws.

14. As officers and/or directors and controlling
persons of a publicly-held conpany whose common stock was, and
is, registered with the SEC pursuant to the Exchange Act, traded
on the NASDAQ National Market, and governed by the provisions of
the federal securities |laws and Georgia Securities Act, the

i ndi vi dual Defendants each had a duty to dissemi nate pronptly

accurate and truthful information with respect to the Company's
financial condition and perfornmance, operations, business,

busi ness practices, regulatory conpliance, products, markets,
managenent, earni ngs and present and future business prospects,
and to correct any previously-issued statenments that had becone
materially msleading or untrue, so that the market price of the

Conpany's publicly-traded securities would be based upon truthfu



and accurate information. The |ndividual Defendants
m srepresentations during the C ass Period violated these
specific requirenents and obligations.

15. The Individual Defendants participated in the
drafting, preparation, and/or approval of the various public and
shar ehol der and investor reports and other conmunications
conpl ai ned of herein and were aware of or recklessly disregarded
the m sstatenments contained therein and oni ssions therefrom and
were aware of their materially fal se and ni sl eadi ng nat ure.
Because of their Board nenbership and/or executive and manageri al
positions with ValuJet, each of the Individual Defendants had
access to the adverse undiscl osed information about Valuldet's
busi ness prospects and financial condition and perfornmance as
particul arized herein and knew t hat these adverse facts rendered
the positive representati ons nade by and about ValuJdet and its
busi ness, busi ness prospects and regul atory conpliance issued by
the Conpany materially false and m sl eadi ng.

16. The Individual Defendants, because of their
positions of control and authority as officers and/or directors

of the Conpany, were able to and did control the content of the

various quarterly and annual financial reports, press rel eases
and other public statenents pertaining to the Conpany. Each

I ndi vi dual Defendant was provided with copies of the docunents

al l eged herein to be nmisleading prior to or shortly after their

i ssuance and had the ability and opportunity to prevent their

i ssuance or cause themto be corrected. Accordingly, each of the

I ndi vi dual Defendants is responsible for the accuracy of the



public reports and rel eases detailed herein and is therefore
primarily liable for the representati ons contained therein.

17. Each of the defendants is liable as a participant
in a fraudul ent schene and course of business that operated as a
fraud or deceit on purchasers of Valuldet securities, by
di ssem nating materially fal se and m sl eadi ng statenments and/ or
concealing material, adverse facts. The schene: (i) deceived
the investing public regarding ValuJet's business, its prospects,
and the intrinsic value of ValuJet's securities; and (ii) caused
plaintiff and other nenmbers of the Cass to purchase Val uJet
securities at artificially inflated prices.

18. Defendant Sabretech is sued herein as an aider and
abettor because it knowi ngly and reckl essly rendered substantia
assi stance to the consunmmati on of the wrongs alleged herein
causing injury to plaintiffs and other menbers of the d ass.

CLASS ACTI ON ALLEGATI ONS

19. Plaintiffs bring this lawsuit as a class action
pursuant to O C.G A Section 9-11-23 on behalf of thenselves and
a class (the "CO ass") of persons who purchased or otherw se

acqui red Val uJet comon stock from June 9, 1995 through June 18,

1996, inclusive (the "Cass Period"), and who were damaged

t hereby. Excluded fromthe O ass are defendants, nenbers of the
i Mmediate famly of each of the Individual Defendants, any
subsidiary or affiliate of ValuJdet and the directors, officers
and enpl oyees of ValuJet or its subsidiaries or affiliates, any
entity in which any excluded person has a controlling interest,
and the legal representatives, heirs, successors and assigns of

any excl uded person.



20. The nmenbers of the C ass are so nunerous that
joinder of all nenbers is inpracticable. While the exact numnber
of C ass nenmbers is unknown to plaintiff at this time and can
only be ascertained through appropriate discovery, plaintiff
bel i eves that there are thousands of menbers of the Class |ocated
t hroughout the United States. As of Decenber 31, 1995, there
were nore than 54 nmillion shares of ValuJet common stock out-
standi ng. Throughout the C ass Period, Valulet common stock and
other securities were actively traded on public markets. Record
owners and ot her nenbers of the Cass may be identified from
records mai ntai ned by ValuJet and/or its transfer agents and may
be notified of the pendency of this action by mail, using a form
of notice sinmlar to that customarily used in securities class
actions.

21. Plaintiff's claims are typical of the clains of
the other menbers of the Cass as all menbers of the C ass were
simlarly affected by defendants' wongful conduct in violation

of state and common | aw that is conpl ai ned of herein.
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22. Plaintiffs will fairly and adequately protect the
interests of the nmenbers of the C ass and has retained counse
conpetent and experienced in class and securities litigation.

23. Common questions of law and fact exist as to al
nmenbers of the C ass and predom nate over any questions solely
af fecting individual nmenbers of the Class. Anpbng the questions
of law and fact common to the C ass are:

(a) Whether the Georgia Securities Act and common

I aw principles were violated by defendants, acts and oni ssions as



al | eged herein;

(b) Whether defendants participated in and
pursued the comon course of conduct conpl ai ned of herein;

(c) Wether docunents, press rel eases and other
statements dissemnated to the investing public and the Company's
sharehol ders during the Class Period nisrepresented nateria
facts about the business, regul atory conpliance, financial
condition, perfornmance, and prospects of Valulet;

(d) Whether statenments made by defendants to the
i nvesting public during the C ass Period nisrepresented and/or
omtted to disclose naterial facts about the business, business
practices, regulatory conpliance, finances and performance of
Val uJet ;

(e) Wiether the market prices of Valulet's
securities during the Class Period were artificially inflated due
to the material msrepresentations and failures to correct the

materi al m srepresentations conplai ned of herein; and
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(f) To what extent the nmenbers of the C ass have
sust ai ned damages and the proper neasure of damages.

24, A class action is superior to all other available
nmet hods for the fair and efficient adjudication of this contro-
versy since joinder of all menbers is inpracticable. Further-
nore, as the danages suffered by individual Cass nenbers may be
relatively small, the expense and burden of individual litigation
make it impossible for nenbers of the Cass to individually
redress the wongs done to them There will be no difficulty in
t he managenent of this suit as a class action.

APPLI CABI LI TY OF PRESUMPTI ON OF RELI ANCE



FRAUD- ON- THE- MARKET DOCTRI NE
25. At all relevant times, the market for ValuJet
common stock and other securities was an efficient market for the
foll owi ng reasons, anong ot hers
(a) ValuJdet conmon stock nmet the requirements for
listing, and was listed and actively traded, on the NASDAQ
Nati onal Market a highly efficient and automated market;
(b) As a regulated issuer, ValuJdet filed periodic
public reports with the SEC and the NASDAQ and
(c) ValuJdet stock was foll owed by securities
anal ysts enpl oyed by nmj or brokerage firns who wote reports
which were distributed to the sales force and certain customers
of their respective brokerage firnms. Each of these reports was
publicly available and entered the public narketplace. Anong the
securities firnms that foll owed the Conpany during the d ass

Period were: Alex Brown & Sons, Inc., BT Securities, CS First
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Boston, Dillon Read, Guntal & Co., Lehman Bros., Merrill Lynch,
Morgan Stanley & Co., Natwest Securities Corp., Pai neWebber
Pi per Jaffray and Snith Barney.

26. As a result, the market for ValuJet securities
promptly digested current information with respect to Val uJet
fromall publicly-available sources and reflected such
information in ValuJet's securities prices. Under these
circumst ances, all purchasers of ValuJdet securities during the
Class Period suffered simlar injury through their purchase of
securities at artificially inflated prices and a presunption of
reliance applies.

SUBSTANTI VE ALLEGATI ONS



General Background

27. Valuldet is alowfare, no frills airline providing
poi nt-to-point (shorthaul) service principally to leisure
travellers. The Conpany began operations in October 1993 with
two planes servicing three Florida cities fromAtlanta's
Hartsfield Airport and, in a little over two years, has grown to
320 daily flight departures to sonme 29 cities in 19 states.

28. During this period of explosive growh, Valulet's
reported earnings and revenues have al so increased dramatically.
In fiscal year 1993, Valuldet reported revenues of $5,810,791 and
a net |oss of $894,091, resulting in a net |ose per share of
$.03. In fiscal 1994, the Conpany's reported revenues grew to
$133, 901, 310, its net income grew to $20, 731,980 and the Conpany
reported $.44 in earnings per share. In fiscal 1995, Valulet's

reported revenues grew to $367,757,378, its net incone grewto
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$67, 762,598 and the Conpany reported $1.13 in earnings per share.
In the first quarter of 1996, Valuldet continued this upward trend
reporting revenues of $109, 995,007, net income of $10, 666,774 and
earni ngs per share of $.18.

29. ValuJet's seeningly expl osive growh has been the
result of the Company's apparent ability to aggressively contain
costs and to continually expand into new nmarkets through bargain
fares. In an effort to drive costs down, Valujet operates its
business in a significantly different and distinct fashion from
other airlines. The Conpany's cost structure focuses on sl ashing
costs in four major areas: ticketing; |abor; aircraft operations;

and route structure.



30. The Conpany utilizes an innovative ticketless
reservati on system which hel ps | ower ticketing costs
significantly. A passenger sinply calls the Conpany directly,
pays for the flight, and is then issued a confirmation nunber
which is used to board the plane. Valuldet is not listed on any
of the conputerized reservation systens and the nunber of
booki ngs made through travel agents is very |low, thus saving
conmi ssion costs (25% vs. industry average 85%.

31. ValuJet's labor costs, including fringe benefits
and enpl oyee bonuses, conprise 24% of total operating expenses as
conpared with 38% for the major airlines. ValuJet pays its
captains a base salary of $45,000 per year, and 100% of their
paid hours are hard hours, i.e., spent behind the controls of the
airplane. In contrast, Delta's |east senior captain is paid a

sal ary of approximately $140,000 per year, with only about 55% of

14
pai d hours being hard hours. Valujet also -- unlike every other
maj or national airline -- requires its prospective pilots to pay

for their own training and nandatory federal certifications
before putting themon the payroll, and relies exclusively on
out side vendors to provide those services. Consequently, ValuJet
frequently hires inexperienced pilots who were previously passed
over by other carriers. Valujet pilots receive incentive
conpensation, consisting of stock options and bl ouses based on
profits. All other staff, i.e., those hired on a permanent basis
after a 90 day probationary period, are paid a quarterly bonus
al so based on Conpany profits.

32. Valuldet also cuts costs by using i ndependent

contractors to performheavy aircraft maintenance, reservations



and a substantial portion of gate and ground handling activities.
VWile the practice of hiring contractors for heavy airfrane

mai nt enance and engi ne overhauls is w despread in the industry,
Val uJet contracts out virtually all of its repairs. According to
industry officials, carriers such as ValuJet that outsource

mai nt enance face a difficult task of coordi nating work and maki ng
sure all the correct maintenance is done.

33. Valuldet's route structure is based on four high
density "Focus cities" (currently Atlanta, Boston, Washington
D.C. (Dulles) and Ol ando). The Conpany does not use the hub and
spoke system used by nmany najor larger carriers, instead it
utilizes the focus cities systemas a neans of originating a

greater nunmber of short haul flights (approximately 400 mil es)
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fromthe focus city to the destination city within the route
net wor k.

34. In addition to the foregoing, ValuJdet also cuts
costs by utilizing relatively older aircraft. The Conpany owns
all of its aircraft (MDonnelll [sic] Douglas DG 9) which it purchases
used, with the Conpany taking delivery of the aircraft after
maj or airframe nmai ntenance and refitting are conpleted by the
previous owners. This enables ValuJdet to fly the aircraft for
six to twelve nonths before maj or schedul ed nmai nt enance
operations are required.

35. Since Valujet's inception, and throughout the
Cl ass Period, the Conpany continuously trunpeted its
profitability, its expansion into new narkets and its purchase of

addi ti onal planes. Against this backdrop of positive business



devel opnents, Valujet commbn stock rose precipitously in price.
On June 8, 1995, ValuJet traded at $16.40 per share, subsequently
rising to a class period high of $33.50 (adjusted for a two for
one stock split). ValuJdet's expansion and its ability to
continue that expansion were clearly significant to the market
and were reflected in the Conpany's escal ati ng stock price.

36. Valuldet, however, faced two nmajor obstacles to its
continued expansion efforts. First, the Conpany needed to
maintain its | ow cost structure and that meant continuing its
practice of buying heavily used planes and outsourcing all
mai nt enance as well as other functions. Second, the Conpany
needed to assure that it was in conpliance with all applicable

FAA regul ati ons, as any significant regul atory probl ens coul d
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stall or block the Conpany's expansion efforts. Mbreover,
i ncreased regulatory scrutiny would |ikely increase the Conpany's
costs and thereby negatively inpact the Conpany's cost structure.
Rat her than sufficiently addressing both concerns, Valujet
aggressively sought to limt costs at the expense of mmintenance
and regul atory conpliance. As a result, Valujet's aircraft
mai nt enance record was abysmal, thereby increasing the |likelihood
t hat the conpany woul d face hei ghtened regul atory scrutiny and
resulting limtation on its operations.

37. During the Cass Period, ValuJet, Sabretech and
t he I ndividual Defendants |learned that as a result of the
Conpany' s severely inadequate nai ntenance and the attendant
safety problens, the Conpany would |ikely be subject to strict
FAA scrutiny which would eventually force a slowdown in the

Conpany' s expansion and drive up costs. Despite this know edge,



def endants made numerous statenents about ValuJet and its
busi ness that failed to disclose the true scope of the Company's
severe and pervasive nai ntenance and regul atory probl ens and
resul tant business risks. Eventually, defendants were forced to
reveal the true extent of the Conpany's mai ntenance, regul atory
and safety problens when it agreed to cease operations in the
wake of the Florida disaster.
Materially and Fal se M sl eading Statenents and Om ssions

38. (a) The dass Period begins on June 9, 1995, the
day after the engine of a ValuJdet plane burst into flames shortly
before takeoff from Atlanta airport, destroying the plane and

injuring four passengers and three flight attendants. Foll ow ng
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that incident, Valuldet vigorously denied that the incident

refl ected any deficiencies in the Conpany's naintenance and
safety practices. As reported by The Atlanta Journal on June 9,
1995, Richard Hillman, Valujet's operating chief, defended the
Conpany's safety procedures, stating: "In no way do we skinp on
mai nt enance. W exceed all standards.”

(b) In stark contrast to this affirmative,
enphatic statenent about Valujet's naintenance, the Conpany was,
at this time and all times relevant to this matter, outsourcing
essentially all maintenance functions to Sabretech and ot her
outside contractors in an effort to pare its costs and fuel its
expansion. As a direct result of this lack of oversight, the
Conpany was experiencing an inordinately high anount of reported
incidents to the FAA and was operating the airline in a hazardous

and unsafe manner as later confirnmed by various FAA reports



rel eased near the end of the C ass Period.

39. Shortly thereafter, during August 1995, the
i nadequacy of Val ujet's nmintenance procedures was further
confirmed by an inspection of Valujet by the United States
Department of Defense. In its report, which evaluated all phases
of the airline's operation, the Department of Defense gave
unsatisfactory evaluations to critically inportant maintenance
manual s, records and quality assurance of the Conpany. The
report noted that the Conpany had no internal audit program and
had i nconpl ete and di sorgani zed trai ning records of maintenance

wor ker s.
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40. (a) On or around August 11, 1995, ValuJet filed
its Form 10-Q for the fiscal quarter ended June 30, 1995. The
Form 10- Q was signed by defendants Priddy and Acks. The Conpany
reported total assets of $264, 825,021, net income per share of
$0. 57 per share and stockhol der equity of $119, 445, 594.

(b) In the section entitled Mnagenent's
Di scussion and Anal ysis of Financial Condition and Results of
Qperations defendants purported to conprehensively review the
mai nt enance situation with respect to their aircraft:

Mai nt enance expenses include all expenses related to

t he upkeep of the aircraft and ground equi prent. Such
expenses include mai ntenance | abor, parts and suppli es.
The cost of engine overhaul s and routine mai ntenance
costs for aircraft and engi ne nai ntenance are charged
to mai ntenance expense as incurred. Mintenance
expenses increased 316% fromthe second quarter 1994 to
the second quarter 1995. Maintenance expenses in prior
peri ods were | ower since each aircraft acquired by the
Conpany entered service imediately followi ng a
schedul ed mai ntenance check and, as a result, no
schedul ed mai nt enance was required during the first few
nmont hs of each aircraft's operations. Due to the
Conpany's use of a continuous overhaul program the
Conpany's aircraft are generally schedul ed for sone



| evel of overhaul procedures within twelve nonths of

t he purchase date. The Conpany al so recorded a

$2, 000, 000 one time charge to mmi ntenance expense as a
result of an airworthiness directive issued by the FAA
in response to an engine failure that occurred on June
8, 1995. This airworthiness directive requires the
Conpany to renove certain engines before their nornmally
schedul ed service dates. Mintenance expenses,
exclusive of this one time charge, increased during the
second quarter 1995 to $390 per bl ock hour as a result
of routine and heavy nmi ntenance procedures perforned
during the quarter. The average fleet size increased
fromapproximately 12 aircraft for the second quarter
1994 to approximately 28 aircraft for the second
quarter 1995.

(c) Despite noting the Conpany's increased

mai nt enance costs associated with the overhaul of certain
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defective engines, the Conpany inplied that this was the extent
of the Conpany' s nmintenance problens and the prinary reason for
the rise in maintenance costs (which the Conpany indicated was
only tenporary). In truth, Valujet was faced with nmounting
mai nt enance and safety problens which exposed it to the risk of
hei ght ened regul atory scrutiny.

41. Not surprisingly, in Septenber 1995, an FAA
i nspection noted lapses in flight crew and di spatcher training.
The FAA report cited 43 jnstances of airworthiness where the
airline either had no nmai ntenance procedures, or the established
procedures were not followed. |In addition, the FAA al so found
that Valujet did not have an internal auditing programfor safety
neasures such as mai ntenance. These facts were not disclosed to
i nvestors.

42. (a) On or around Novenmber 15, 1995, ValuJet filed
its Form 10-Q for the fiscal quarter ended Septenber 30, 1995.
The Form 10-Q was signed by defendants Priddy and Acks. The

Conpany reported total assets of $314, 834,980, net inconme of



$0. 76 per share and stockholder's equity of $142,001, 103.
(b) In the section entitled Mnagenent's
Di scussion and Anal ysis of Financial Condition and Results of
Qperations defendants purported to conprehensively review the
mai nt enance situation with respect to their aircraft:
Mai nt enance expenses include all expenses related to
t he upkeep of the aircraft and ground equi prent. Such
expenses include mai ntenance | abor, parts and suppli es.
The cost of engine overhaul s and routine mai ntenance
costs for aircraft-and engi ne nmai ntenance are charged

to mai ntenance expense as incurred. Mintenance
expenses increased 169% fromthe third quarter 1994 to
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the third quarter 1995. Mai ntenance expenses in prior
peri ods were | ower since each aircraft acquired by the
Conpany entered service imediately followi ng a
schedul ed mai ntenance check and, as a result, no
schedul ed mai nt enance was required during the first
several nonths of each aircraft's operations. Due to

t he Conpany's use of a continuous overhaul program the
Conpany's aircraft are generally schedul ed for sone

| evel of overhaul procedures within twelve nonths of

t he purchase date. Maintenance expenses increased
during the third quarter 1995 to $433 per bl ock hour as
a result of routine and heavy nmintenance procedures
performed during the quarter. The average fleet size

i ncreased from approximately 15 aircraft for the third
quarter 1994 to approximately 31 aircraft for the third
quarter 1995.

Mai nt enance expenses increased 255% fromthe nine
nont hs ended Septenber 30, 1994 to the nine nonths
ended Septenmber 30, 1995. Maintenance expenses in
prior periods were | ower since each aircraft acquired
by the Conpany entered service imediately followi ng a
schedul ed mai nt enance check and, as a result, no
schedul ed mai nt enance was required during the first few
nont hs of each aircraft's operations. Due to the
Conpany's use of a continuous overhaul program the
Conpany's aircraft are generally schedul ed for sone

| evel of overhaul procedures within twelve nonths of

t he purchase date. The Conpany al so recorded a

$2, 000, 000 one tine charge to mmintenance expense as sa [sic]
result of an airworthiness directive issued by the FAA
in response to an engine failure that occurred on June
8, 1995. This airworthiness directive requires the
Conpany to renove certain engines before their nornmally



schedul ed service dates. Maintenance expenses,
exclusive of this one time charge, increased during the
first nine nonths of 1995 to $416 per block hour as a
result of routine and heavy nai ntenance procedures
perfornmed during this period.
43. On or around February 5, 1996, unbeknownst to
i nvestors, the FAA advised the Conpany in witing that scrutiny
of the Conpany's pilots and their training "have brought to |ight
what appears to be an area of possible concerns The letter

noted that in several cases, the captain was either new or had

little experience flying jets or both. The letter ended: "There
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is no doubt that our concerns parallel your own and that you are
conducting your own eval uation of the reasons for these events."
This letter and its contents were conceal ed from public scrutiny
by def endants.

44. Thereafter, on or around February 6, 1996, Val uJet
becarme the subject of an FAA initiated an intensive surveillance
of ValuJdet' operations because of a rash of accidents, described
bel ow, and concern over the intense growh rate by which the
Conpany was addi ng additional aircraft, flights and new markets.
Prior to comrencenent of the surveillance, several Val uJet
flights were delayed after FAA inspectors pointed out
di screpancies, including the failure to performtinely inspection
of parts. The extra surveillance by the FAA was foll owed by a
120- day speci al enphasis inspection that is still underway. The
i nspecti on was conduct ed because of repeated safety problens and
focused on concerns regarding pilot training and the quality of
mai nt enance provi ded by outside contractors. Investors were not
told of these facts at the tine

45. (a) On or around February 8, 1996, ValuJet nuil ed



its 1995 Annual Report to sharehol ders. The Conpany reported
total assets of $346, 741, 159, net income of $1.13 per share and
st ockhol ders equity of $162, 065, 231

(b) The Annual Report contained a letter from
def endant Priddy and Jordan which sought to portray the Conpany
as continuing its expansive growmh and satisfying all regulatory

standards. The |etter stated:
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Val uJet al so continued to strengthen its
bal ance sheet during the year. The Conpany
added $42.9 nillion in cash to finish the
year with $12.7 million. Stockhol ders,
equity increased 74 percent from 1994 to
$162.1 mllion. These figures reaffirm
Val uJet's increased presence and success
within the industry.

Per haps the nost exciting news of the
year was the agreenent we reached with the
McDonnel | Dougl as Corporation to be the
[ aunch custoner of the MD-95 aircraft, which
will lead ValuJdet into the next century. In
addition, ValuJdet declared two, two-for-one
stock splits during the year.

On the operational side, we announced
and established our third and fourth focus
cities in Boston and Orlando. Wth the
i ntroduction of our new service begi nning My
1, 1996 to New York (LaGuardia), Mobile,

Al abama, and Fort Walton Beach, Florida,
ValuJdet will fly to 31 cities in 19 states,
of fering convenient service with 320 daily
departures on peak travel days with our fleet
of 44 DC-9 and four MD 80 jet aircraft.

By al nost any neasure, 1995 was a great
year for Valudet, As we noved forward into
beyond, Valudet will continue to
utilize the resources and skills of our
wor kforce who are ultimtely responsible for
t he Conpany's success, Qur paranount goal in
1996: sustain our consistent pattern of
profitability, while continuing our progress
toward excell ence in operational integrity.

[ Enphasi s added. ]

W | ook forward to continued growh for



t he renai nder of 1996 and beyond. Thank you
for your confidence and support.

(c) The Annual Report al so reported:

Mai nt enance expense incl udes al
expenses related to the upkeep of the
aircraft and ground equi pnent. Such expenses
i ncl ude mai ntenance | abor, parts and
supplies. The cost of engine overhauls and
routine mai ntenance costs for aircraft and
engi ne mai ntenance are charged to nmai ntenance
expense as incurred. Mintenance expense
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i ncreased 218% from 1994 to 1995.

Mai nt enance expense in prior periods was
significantly | ower since each aircraft

acqui red by the Conpany entered service

i medi ately followi ng a schedul ed mai nt enance
check and, as a result, no schedul ed

mai nt enance was required during the first few
nont hs of each aircraft's operations. Due to
t he Conpany's use of a continuous over haul
program the Conpany's aircraft are generally
schedul ed for sone | evel of overhau
procedures within twelve nonths of the
purchase date. The Conpany al so recorded a
$2.0 million charge to nmintenance expense as
a result of an airworthiness directive issued
by the FAA in response to an engine failure
that occurred on June 8, 1995. This

ai rwort hiness directive requires the Conpany
to renmove certain engines before their
normal Iy schedul ed service dates.

Mai nt enance expenses, exclusive of this
charge, increased during 1995 by 205% as a
result of routine and heavy nai ntenance
procedures perforned during this period.

46. On or about February 13, 1996, Val uJet issued a
press rel ease announcing its agreenments for the purchase of
el even used McDonnel |l Douglas aircraft, nine DG9-30's and two
DDMVD-83's. The February 13 press release further stated that the
Conpany expected delivery of five used aircraft by the end of the
first quarter of 1996, and five used aircraft during the second
quarter of 1996 (four DC-9's and one MD-83), and further expected

the delivery of four additional used DC-9's during the third



quarter of 1996, thereby increasing Valulet's fleet by nore than
20%in slightly more than six nonths. Lastly, delivery of a
final MD-83 aircraft was expected during the first quarter 1997.
The press rel ease did not nention the FAA surveill ance,

under | yi ng operational or maintenance problenms or any effect they
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m ght have on the Conpany's plans to acquire the planes or
expand.

47. In an effort to allay any nmarket concerns over the
depth and substance of the FAA inspection and the |ikelihood that
it would inpact the Conpany's expansion and growh, on March 7,
1996, as reported by Aviation Daily, defendant Jordan called the
i nspection "routine, " stating that in some safety areas the FAA
concl uded that ValuJdet was operating beyond FAA requirenents.

48. (a) On or around March 29, 1996, ValuJet filed
its Form 10-K for the period fiscal year ended 12/31/95 with the
SEC. The Form 10-K was signhed by defendants Priddy, Jordan,
Nevi n, Acks, Gallagher and Flynn. The Conpany reported tota
assets of $346, 741, 159 net inconme of $1.13 per share and
st ockhol der's equity of $162, 065, 231

(b) In the Form 10-K the defendants di scussed the
Conpany's purportedly | owcost structure as foll ows:

Low Cost Structure. The Company believes it

enj oys a cost advantage over its conpetitors

t hrough its: (i) well defined, |ow cost

aircraft acquisition strategy; (ii)

aggressive approach to mninzing operating

costs including selectively outsourcing

services such as training, airport

operations, routine maintenance and mmj or

engine and repair overhauls; (iii) highly

noti vated and general ly non-uni on workf orce

with a flexible wage structure based upon

Conpany profitability and performance; and
(iv) utilization of proprietary technol ogy,



such as its custoner-direct ticketless
reservati on system to mnimze operating and
adm ni strative costs.
with respect to the Conpany's plans to acquire new planes, the

Form 10- K reported:
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Fl eet Acquisition. The Conpany has targeted
acquisition of |low cost aircraft as the basis
for its fleet. As of January 31, 1996, the
Conpany operates 43 DC-9 aircraft nost of

whi ch are equi pped with 113 single class
seats. Al of these aircraft are owned, and
fixed aircraft ownership costs (depreciation
plus interest expense) represented | ess than
5% of revenues during the year ended Decemnber
31, 1995. This relatively | ow percentage of
fixed costs allows the Conpany to tail or
capacity to denmand, permitting the Conpany to
schedul e fewer flights during off-peak demand
periods. Future plans for aircraft
acquisition cost and commonality of parts and
traini ng.

Val uJet intends to acquire additional DG 9-30
series aircraft in the future because they
are inexpensive to acquire and can be

nodi fied to neet Stage 3 noi se requirenents.
Val uJet also intends to acquire a limted
nunber of used MD-80 aircraft beginning in
early 1996. These aircraft offer operating
conmonal ity to the DC-9 and sinilar long-life
durability and are also attractively priced
in the used aircraft market. Equipped with
164 single-class seats, the MD-80 aircraft
will be utilized on |onger-haul, busier
routes where the Conpany is experiencing high
| oad factors.

The Conpany has entered into a contract with
McDonnel | Dougl as to purchase 50 new MD 95
aircraft, to be delivered in 1992 to 2002,
with options to purchase another 50 aircraft.
To accommodate the Conpany's growh from 1997
t hrough 1999, the agreenment also requires
McDonnel | Douglas to provide up to 15 used
DC-9 and MD-80 aircraft each year. The MD 95
aircraft will have 129 seats in a single

cl ass configuration.

The Conpany stated with respect to FAA surveill ance:

As a result of certain recent incidents
i nvol ving the Conpany's aircraft, as well as



the Conpany's rapid growth, the FAA recently
conducted a special review of the Conpany's
operations and has indicated that it intends
to maintain an increased | evel of scrutiny of
the Conpany for a period of time. This

i ncreased regul atory scrutiny could continue
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to affect the Conpany's acquisition program
and expansi on pl ans beyond 1996.

Wth respect to maintenance the Conpany reported:

Aircraft maintenance and repair of routine daily or
"turn-around" mai ntenance and nmj or overhaul. Routine
daily mai ntenance is perforned at Atlanta by the
Conpany' s enpl oyees or contract enployees and by
contractors at the other cities served by the Conpany.
Maj or overhaul s or heavy checks are performed by a
contractor at the contractor's own mai ntenance base.
The mai ntenance contractors are either other airlines
whi ch operate DC-9-30 series aircraft or other

mai nt enance conpani es approved by the FAA, who in

ei ther case have enpl oyees qualified in DC9-30 series
aircraft or other nmintenance conpani es approved by the
FAA, who in either case have enpl oyees qualified in DG
9-30 series aircraft maintenance. The Conpany has
entered into a contract with a mai ntenance conpany for
the performance of certain schedul ed inspections.

Lastly the Conpany, in the section entitled "Governnent

Regul ati ons" di scussed generally the oversight exercised by the

FAA:

The Conpany has al so obtai ned an operating
certificate issued by the FAA pursuant to
Part 121 of the Federal Aviation Regul ations.
The FAA has jurisdiction over the regul ations
of flight operations generally, including the
licensing of pilots and mai ntenance
personnel, the establishment of m ninum
standards for training and mai ntenance and
techni cal standards for flight,
conmuni cati ons and ground equi prent. As
required, the Conpany has effective FAA
certificates of airworthiness for all of its
aircraft. The Conpany's flight personnel,
flight and energency procedures, aircraft and
mai ntenance facilities are subject to
periodic inspections and tests by the FAA
The Conpany's director of safety and

regul atory conpliance acts as a liaison

bet ween the Conpany and the FAA, inplenenting
any changes requested by the FAA with respect



to operating procedures or training program
and generally ensuring proper conpliance with
avi ation regul ations applicable to the
Conpany.
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49. The market reacted negatively to the Conpany's
revel ation that the FAA surveillance might inhibit its growth and
adversely effect the Company's access to new additional gates at
Laguardia Airport and other nmjor airports that it was seeking to
access. The week of April 8-12, 1996, the price of Val ujet
common stock dropped sharply from $26. 625 to $20. 4375 per share,
a 23t decrease. This partial corrective disclosure did not
informthe market of the full adverse facts regarding Val ujet.

50. Valujet and the Individual Defendants noved
quickly to calmthe nmarkets and assure themthat the FAA
surveillance was nothing nmore than a bunp in the road and that
t he Conpany would shortly resunme its expansion. On or around
April 11, 1996, the Conpany issued a press release entitled
"Val uJet's President Lewis Jordan Confirns Conmitment To Safety
And |s Confident About Future Growth". The press rel ease quoted
defendant Jordan stating in pertinent part:

The FAA has publicly stated its policy of

close scrutiny for all new airlines and

Val uJet Airlines has attracted significant

attention as the nost successful and fastest

growi ng of the group. ValuJdet wel cones the

hi ghest | evel of scrutiny fromthe FAA

because additional professional observations
enhance our quality inmprovenent process.

* * *

Val uJet's reputation of controlling costs
shoul d not be m sunderstood. The conpany
willingly and enthusiastically spends
what ever is appropriate to achieve the

hi ghest | evel of safety.

* * *



The record shows that ValuJdet's prograns,
policies, procedures and operations have
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provided millions of customers safe, pleasant
and affordable air transportation.

Val uJet's safety record is certifiably anong
the very best in the airline industry.

51. As part of the April 11, 1996, press rel ease the
Conpany's safety practice was al so addressed. Defendants stated

VALUJET STANDARD PRACTI CE STATEMENT OF
VALUJET SAFETY AND REGULATORY COWPLI ANCE
PHI LOSOPHY Each Val uJet person is expected
to adhere to the follow ng policy at al
times. Valuldet Airlines was founded and
operates daily upon the principal that SAFETY
is by far our nost inportant responsibility.
Accordingly, it is the commitnent of
Val uJet's Board of Directors, its nanagenent
personnel, and all permanent, tenporary,
contact and non-contract enpl oyees to place
safety above all other company objectives.
Val uJet requires all of its people to conply
strictly with the Federal Aviation
Regul ati ons and other |aws, policies, and
procedures whi ch address directly or
indirectly the safety of our operations.
Further, it is the policy of ValuJdet Airlines
to conduct frequent internal audits of its
safety and regul atory conpliance practices.
It is Valudet's policy to cooperate fully
with the FAA. However, we nust never forget
that safety is primarily our responsibility.
For that reason, we should always strive to
go beyond nere regulatory conpliance. In
keeping with these commtnents, Valulet
enpl oys a Director of Safety and Regul atory
Conpliance with direct line authority to the
Chai rman and President of the conpany.
Val uJet maintains and aggressively nonitors a
24-hour, toll free, confidential SAFETY HOT
LINE. Finally, at Valulet the President and
C.E.O nmuintain an open door policy which
all ows any individual to discuss any matter
affecting safety at the highest level of the

conpany.
52. In the Wall Street Journal article dated April 11
1996, defendant Jordan was quoted as stating: "W attenpt to

achi eve the highest level of safety and we'll spend any noney



necessary to do it."
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53 (a) On or around May 3, 1996, Valuldet filed its
Form 10-Q fromthe fiscal quarter ended March 31, 1996. The Form
10- Q was signed by defendant Priddy and Acks. The Form 10-Q
reported total assets of $385,028,496, net incone of $0.18 per
share and stockhol der's equity of $174, 810, 162.

(b) In the section entitled Mnagenent's

Di scussion and Anal ysis of Financial Condition and Results of
perations defendants purported to conprehensively review the
mai nt enance situation with respect to their aircraft:

Mai nt enance expenses include all expenses related to

t he upkeep of the aircraft and ground equi pnent. Such
expenses include nai ntenance | abor, parts and suppli es.
The cost of engine overhaul s and routine mai ntenance
costs for aircraft and engi ne nmi ntenance are charged
to mai nt enance expense as incurred. Mintenance
expenses increased 91% fromthe first quarter 1995 to
the first quarter 1996. Mai ntenance expenses in prior
peri ods were lower as a result of the Conpany having a
fewer nunber of aircraft and since each aircraft
acquired by the Conpany entered service i mediately
foll owi ng a schedul ed nmai nt enance check and, as a
result, no schedul ed mai nt enance was required during
the first several nonths of each aircraft's operations.
Due to the Conpany's use of a continuous over haul
program the Conpany's aircraft are generally schedul ed
for sone | evel of overhaul procedures within twelve
nont hs of the purchase date.

* * *

After 1996, the Conpany expects to acquire
approximately 18 aircraft per year. As of April 26,
1996, the Conpany taken delivery of seven aircraft and
has 9 aircraft currently under contract for delivery
during the remai nder of 1996. The Conpany expects to
finance at | east 70%to 80% of the cost of each
aircraft to be acquired and believes that such
financing will be available to the Conpany on
acceptable terns. The Conpany intends to nake the 20%
to 30% downpaynents on such aircraft purchases fromits
wor ki ng capital and to nake debt service paynments from
cash generated from operations.
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The Conpany has contracted with MDonnell Douglas for

t he purchase of 50 Md-95 aircraft, at a cost of
approximately $1.0 billion, for delivery in 1999 to
2002. Approximately $60, 000, 000 of this anpunt will be
paid in progress paynents during 1996 to 1998. The

bal ance of the purchase price after all progress
paynents will need to be paid financed upon delivery of
each aircraft. |If the Conpany exercises its option to
acquire up to an additional 50 MD-95 aircraft,
addi ti onal paynents could be required beginning in this
peri od. The Conpany expects to finance at |east 80% of
cost of each of these aircraft. Although MDonnel
Dougl as has agreed to provi de assistance with respect
to the financing of aircraft to be acquired, the
Conpany will be required to obtain the financing from
ot her sources. The Conpany believes that aircraft

rel ated debt financing, coupled with the assistance to
be provided by McDonnell Douglas, should be avail abl e
on attractive terns.

54. On May 11, 1996, a ValuJet DG 9 passenger aircraft
crashed in the Florida Everglades, killing all 110 people on
board. The plane was carrying nore than 50 oxygen generators as
cargo, which used sodium chlorate, a hazardous material that
Val uj et is not authorized nor equipped to carry. This pronpted
intensified public and regulatory scrutiny of Valujet's
operations, causing nuch negative information to be reveal ed.

55. On Monday, May 13, 1996, the first tradi ng day
after the crash, Valujet conmmon stock plummeted after concerns
about Valuldet's fleet safety were raised. On May 10, 1996, the
closing price of the Conpany's stock was $17.875 per share, on
vol ume of 638,900 shares. On May 13, 1996, the stock cl osed at
$13. 687 per share on a volunme of over 20 nmillion shares, a drop
of approximately 23% As a result of the crash and the adverse
i nfornmati on regarding ValuJet's safety record, the United States
Depart nent of Defense has banned its enpl oyees from using Val uJet

airlines. That same day as reported by The Associated Press on
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May 13, 1996, defendant Jordan said that "[a] properly maintained
airplane that is 25, 26, 27 years old is as safe as a brand new

airline comng off the line" and that there was nothing "abnormal
or shocki ng" about the history of the plane that crashed. Jordan

added that "ValuJet | ooked at ways we could be creative and build

a conpany that had the highest |evel of safety..." A ValuJet
spokesnman, Robert Copel and, further stated: "W welcone the
FAA's scrutiny. We will continue to work with the FAA to assure

t he highest I evel of safety.”

56. On May 17, 1996 the Conpany announced that it had
reduced the nunber of its flights by 50% due to the ongoi ng FAA
i nspection, rating agenci es downgraded the Conpany's debt, and
t he Conpany was attenpting to appease custoners wth neal
vouchers and free flights.

57. On May 22, 1996, in a conference call wth
securities analysts, defendant Priddy stated (a) that Valujet
probably woul d never return to the rapid expansi on pace that
built the Conpany into a 51 jet airline in 2 1/2 years (b) that
Val ujet may have to cut nore flights fromits schedule to allow
for increased naintenance and federal inspections (c) that
Val uJet paid nore than $4.1 mllion for custonmer refunds in the
week after the crash, (d) that the Company expected a significant
increase in its costs in the current quarter and the near future,
due to extraordi nary expenses related to the crash, including
i ntensive scrutiny of its maintenance, (e) that the Company's
|l oad factor had fallen substantially for the reduced nunber of

flights it was operating, (f) that the Conpany does not expect to
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return to its pre-crash schedule until the fourth quarter, and
(g) that delivery of six additional aircraft would be or were
likely to be delayed. Priddy also stated: "W believe that our
franchise with the public can be rebuilt.”

58. On May 23, 1993, Reuters quoted defendant Priddy
as saying "W feel that we operate a fleet which is of superb
cal i ber."

59. On June 11, 1996, Valujet issued a press rel ease
di scussing an InterimFAA report. The rel ease quoted defendant
Jordan as stating:

Anything | ess than perfection where safety i s concerned

is unacceptable to Valujet. Wiile the report includes

findings that are, at first reading troubling, it is
filled with many itens typical of those that would be
reported at any established najor airline if it were
subjected to this extrene |level of in depth inspection

It is our policy to voluntarily and enthusiastically

correct all legitimate findings i mMmediately and to

pronptly inplenent any preventative neasures that are
indicated. Wii/e we have not had the opportunity to
review conpletely the interimfindings cited by the

FAA, we believe that many of them have al ready been

addressed. [ Enphasi s added. ]

60. On June 13, 1996, Bl oonberg Busi ness News reported
that Valujet had confirmed that it was told previously that a
crimnal investigation had been initiated by the FBI and ot her
federal investigators into the causes and aftermath of the May 11
crash. According to the news story, Valujet said it would be
"m sl eading and incorrect to refer to Valujet as a target" of the

i nvestigation. The Conpany said it understands that the federa

authorities are taking a broad | ook "to determ ne whether there
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have been any crimnal violations" but have not | aunched the



probe "with any prior conclusions that any party is a target."

61. On June 14, 1996, Valujet filed a Form S-4
registration statenent with the SEC for an offer to exchange $150
mllion 10 1/4% Senior Notes for simlar notes. The
regi stration statenent noted several consequences of the crash
and the FAA inspections, including but not Iimted to: (i) the
Conpany has refunded fares paid by custoners affected by the
Conpany' s changi ng schedules; (ii) the Conpany's |load factors
have decreased significantly and the accident will |ikely affect
future load factors; (iii) the Conpany's costs will likely
increase to reflect the cost of additional maintenance
i nspections and |l ower aircraft utilization levels; (iv) the
Conpany has sought to defer acceptance of certain aircraft
presently under contract; and (v) the Conpany's expansion wl |
likely be subject to FAA approval for an indefinite period of
time.

62. On June 18, 1996, Val uJet shocked the public
mar ket s by announci ng that the Conpany was tenporarily ceasing
operations under an agreenent with the FAA. "W asked themto
cease operations and they agreed to do so," said David Hinson,
the head of the FAA. According to Bl oonberg Busi ness News,
Val ujet's agreenment with the FAA calls for the airline' s shutdown
to last until it can pass federal safety standards.

63. Valujet common stock inmmediately slunped to an

all-tinme | ow of $6.50 per share on trading volume of 23 mllion
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64. On June 20, 1996, The New York Tines reported that

Val ujet and the FAA had entered into a consent decree wherein the



Conpany agreed to cease operations, pay the FAA $500, 000
i medi ately and $1.5 million within 60 days or within 10 days of
when it returns to service, whichever cones sooner to cover the
agency's investigation costs. The consent decree provides for
over three pages of inprovenents that Val ujet needs to nake
before it can return to business, including but not limted to,
st andar di zi ng mai nt enance manual s and revi sing training
curricul ums.
65. Defendants' positive statenents during the C ass

Period set forth above were nmaterially false and m sl eadi ng when
made because they failed to disclose, at |east the foll ow ng:

(a) ValulJet's extensive outsourcing of
mai nt enance provi ded the Conpany with virtually no oversight of
mai nt enance and, accordingly, the Conpany's fleet was likely to
require increased mai ntenance in the future, exposing the Conmpany
to significant costs, regulatory and safety concerns and halting
t he Conpany's fast expansi on and grow h;

(b) ValuJdet would not be able to maintain its |ow
cost structure because it would be forced to upgrade its
mai nt enance and slow its expansion, thereby pernmitting its costs
to drag on its profitability and earnings;

(c) Valujet would not be able to sustain its
expansi on as the Conpany's pervasive safety and mai nt enance

probl ems woul d subject the Company to increased FAA and
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regul atory scrutiny, resultant suspension of operations and
spiraling costs;
(d) Contrary to ValuJdet's representations that it

was operating safely, and as set forth in a consent decree



bet ween t he Conpany and the FAA, (i) the Conpany was experiencing
a rash of safety incidents nmany of which were not even reported
to the FAA (ii) Valujet's nechanics were not qualified to perform
their jobs; and (iii) the Conpany failed to conplete sone

i nspections that the FAA ordered nationally after accidents on
other airlines;

(e) FAA records, which do not include al
incidents, indicate that since ValuJet's inception in October
1993, the Conpany has encountered a total of 284 service
difficulties. The service difficulty reports list, in part, the
following: (i) 8 in-flight engine shutdowns; (ii) 13 flights
returned to the originating airport; (iii) 28 I andi ng gear
probl ens; (iv) 16 cabin pressure problens; and (v) 4 unlatched
exits;

(f) In August 1995, the Department of Defense
i nspected Val ujet and issued a report evaluating all phases of
the airline's operation, and giving unsatisfactory evaluations to
critically inportant maintenance manuals, records and quality
assurance;

(g) According to FAA records of service
difficulty reports for 1995, Valujet experienced an inordinate
nunber of unschedul ed | andi ngs and ot her disruptions of flights.

By conparison, TWA's unschedul ed | andi ngs and flight disruptions
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for its DC-9 fleet were nearly four tinmes less than the tota
reported by Valujet, even though TWA had, on average, nore planes
depl oyed during 1995;

(h) On May 2, 1996 -- nine days before the plane



crash -- the FAA received an internal report singling out ValuJet
as nore accident-prone than nearly all its | ow cost conpetitors,

i ncluding AneriJdet, Air South, American Trans Air, Frontier

Kiwi, Mrris, Reno, Tower Air, Spirit, Vanguard, Western Pacific
and Sout hwest Airlines;

(i) In Septenber 1995, an FAA report found
nunerous |lapses in flight crew and dispatcher training. The
report cited 43 instances of airworthiness where the airline
ei ther had no nmai ntenance procedures or the established
procedures were not followed. The FAA al so found that Val uJdet
did not have an internal auditing programfor safety matters such
as mai nt enance.

(j) As of April 11, 1996, the FAA had 21 separate
i nvestigations of Val uJet underway;

(k) Valuldet's pilots lack sufficient training
and are generally not considered seasoned enough to get a
specific rating for DC 9s;

(1) Contrary to defendants, materially fal se and
m sl eadi ng statenents that the February 1996 FAA investigation
was routine and involved close scrutiny of all new airlines, the
i nvestigation focused specifically on Valujet and its severe and
persi stent nmi ntenance and safety problens and fast expansion

I ndeed, the FAA investigation was pronpted by numerous safety
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incidents, including the following: (i) On June 8, 1995, a
Val uJet DC-9 engine caught on fire at Hartsfield Internationa
Airport. The engi ne which caught on fire was purchased froma
Turkish airline and failed to nmeet FAA requirenments. In

response, the FAA issued an airworthiness directive requiring



Val uJet to disassenble and inspect all 24 engines purchased from
the Turkish airline and wote to ValuJdet, telling it to devel op
saf eguards to ensure that it does not again acquire "questionable
assets." This plane had been involved in three prior incidents

i nvol ving two unschedul ed | andings and the failure of a fue
transfer punp. Inquiries after the engine fire found that

Val uJet had not provided hands-on tail exit evacuation training
for nore than 400 flight attendants. FAA docunents show that

Val uJet admitted the |lack of training under a FAA self-disclosure
provision that allows airlines to correct infractions w thout
fear of public disclosure; (ii) On January 7, 1996, a Val uJet

pl ane stalled as it approached the Nashville airport and hit the
runway hard, severely danaging the tail and front |anding gear;
(iii) On January 12, 1996, a Valuldet flight in Washington-Dulles
ski dded off a taxiway into a snow bank; (iv) On January 26, 1996,
a Valujet plane landing at Hartsfield International skidded off a
runway; and (v) On February 1, 1996, a right |anding gear that
had touched down in Nashville coll apsed on the runway, damaging
the wing. The intense nature of the investigation was confirned
on May 13, 1996, by Transportati on Secretary Federico Pena who

stated that the inspection was "very unusual";
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(m The FAA letter to Valujet, dated February 5,
1996, stated that its scrutiny of pilots and their training "have
brought to |ight what appears to be an area of possible concern.™
The letter highlighted Valujet's inept and i nexperienced flight
crews. |In the January 7, 1996, Nashville accident, the Val uJet

pilot had only 24.7 hours of experience as a captain, and the co-



pil ot had 204 hours as a first officer. FAA inspectors sitting
in the cockpit during flight checks at tinmes had to keep Val uJet
pilots frombreaking rules. Investors were not told of these
facts at the tinme.

(n) Unknown to investors, in a February 14, 1996
nmeno, the FAA cited inadequacies with ValuJet's safety and
mai nt enance operations, indicating that ValuJet did not have
sufficient procedures for maintenance personnel, data-nonitoring
trends with engine issues or an adequate air-worthiness-
mai nt enance prograns. The nmenp al so cited problens with the FAA
i nspection of Valulet's operations, including its manual s and
mai nt enance procedures. The neno al so indicated that FAA staff
menbers recomended that the agency i mediately consider a
"recertification" of Valuldet, which usually indicates that an
airline has not been conmplying with all the operating
requi renents necessary to run an airline, and entails going over
all aspects of an airline's operations to nake sure it neets
regul ati ons. The nmeno noted that Valulet had 46 violations in
its 2 1/2 years of operations and that 20 viol ations renai ned

uncor r ect ed;
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(o) On March 15, 1996, an FAA internal neno
i ndi cated that the FAA had found "a significant decrease in the
experience |level of new pilots being hired by ValuJet, as well as
ot her positions such as mechanics, dispatchers, etc."”;

(p) The March 15, 1996 FAA neno detail ed nunerous
problens with ValulJet's operations uncovered by FAA inspectors,

including (i) planes being flown with inoperative mandatory

equi prent, (ii) decision-naking by cockpit crews that resulted in



i nci dents such as going off runways, (iii) continuous changes in
key managenent personnel, and (iv) an increase in maintenance
di screpanci es found by FAA inspectors; and
(gq) ValuJet enployees were di scouraged from
reporting infractions of federal safety rules. |In fact, a
Val uJet flight attendant was fired for reporting a violation of a
federal child restraint safety rule (FAR 121-311) to the FAA
The rule was violated by requiring parents of a five-year-old
child on their lap, in order to make room for an of f-duty Val uJet
pil ot who was traveling for pleasure.
SCI ENTER ALLEGATI ONS
66. As alleged herein, defendants acted with scienter
in that defendants knew or recklessly disregarded that the public
docunents and statenents issued or dissem nated by and in the
nane of the Conpany were materially false and ni sl eadi ng; knew or
reckl essly di sregarded that such statenents or docunents would be
i ssued or dissem nated to the investing public; and know ngly and
substantially participated-or-acquiesced in the issuance or

di ssem nati on of such statenents or docunents as prinary
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violators of the federal securities laws. As set forth el sewhere
herein in detail, defendants, by virtue of their receipt of
information reflecting the true facts regarding ValuJet, and its
severe and persistent naintenance probl ens, regulatory
conpliance, their control over and/or receipt of Valulet's

all egedly materially msleading msstatenents and/or their

associ ations with the Conpany which made themprivy to

confidential proprietary information concerning Val uJet,



participated in the fraudul ent schene all eged herein. Defendants
knew and/ or recklessly disregarded the falsity and m sl eadi ng
nature of the information which they caused to be dissem nated to
the investing public.

67. As alleged herein Defendants acted with scienter
in that defendants knew. (i) that ValuJet's naintenance was
whol Iy inadequate; (ii) that the Conpany was subject to strict
FAA scrutiny; (iii) that the Conpany had experienced an
i nordi nate anmpbunt of safety violations; and that (iv) the
foregoi ng was not adequately disclosed in the Conpany's public
docurments and statements -- in fact, not disclosed at all

68. The Individual Defendants engaged in such a schene
to inflate the price of ValuJet securities in order to: (i)
protect and enhance their executive positions and the substantia
conpensati on and prestige they obtained thereby; and (ii) enhance
t he value of their personal hol dings of ValuJdet securities and
options.

69. Sabretech knowi ngly or recklessly substantially

assisted in the consummation of the fraud by its extensive
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outsourcing activities provided to Valujet, its know edge of
Val uj et's mai ntenance and safety problenms resulting from anong
other things, its heavy reliance on outsourcing to Sabretech and
others, and its know edge of the fact that Val ujet was portraying
itself as a fast-growth, lowcost airline which could continue to
mai ntain such fast growth in the future. Sabretech was notivated
to conceal these facts, in which it was intimately invol ved,
because it did not want to endanger its lucrative outsourcing

relationship with Valujet or adversely effect Valujet's high-



flying stock price, which permtted Valujet access to capita
markets to fuel its continued expansi on and | arge-scal e busi ness
wi th Val ujet.

DEFENDANTS' | NSI DER SELLI NG

70. Wiile defendants were issuing favorable statenents
about Valujet's business, in a blatant effort to cash in before
t he bubbl e burst, defendant Flynn, a co-founder and director of
t he Conpany, sold, on or around May 20, 1996, just weeks before
t he Conpany's announcenent that it woul d be ceasi ng operations,
1.5 million shares of Valujet stock for proceeds in excess of
$19, 000, 000, thus profiting fromthe artificial inflation of the
price of Valujet's stock which was the result of defendants,
fraudul ent schene.

71. Sinmlarly, defendants Acks and Nevin sold Val ujet
stock during the Cass Period, thereby profiting fromthe
artificial inflation of the price of Valujet's stock which was
the result of defendants, fraudul ent scheme. On Cctober 27,

1995, defendant Acks sold 50,000 shares of Valujet for proceeds
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of approximately $2,263,500. On Cctober 31, 1995, defendant Nevin
sold 3,000 shares of Valujet for proceed of approximtely
$156, 000.

FI RST CLAI M

[ Agai nst Al Defendants For Violations
O OC.GA Section 10-5-12 (a)(2)]

72. Plaintiffs repeat and reall ege each and every
al | egation contained above as if fully set forth herein
73. This Count is brought by plaintiffs pursuant to

O C. G A Section 10-5-12(a)(2) on behalf of plaintiffs and the



Cl ass against all defendants.

74. In connection with the acts conpl ai ned of herein
al | defendants violated subsection (a) of OC G A.

Section 10-5-12 by directly or indirectly: i) enploying devices,
schemes and artifices to defraud; ii) making untrue statenents of
material fact or omtting to state material facts necessary in
order to nmake the statements made, in the light of the

ci rcunst ances under which they were made, not m sl eading; and
iii) engaging in acts, practices and/or a course of business that
operated as a fraud or deceit upon plaintiffs and the d ass.

75. Plaintiffs and the other menbers of the C ass
bought the common stock of Valujet during the tine defendants
were i) enploying devices, schenes and artifices to defraud; ii)
maki ng untrue statenents of material fact or omtting to state
material facts necessary in order to make the statenents made, in
the Iight of the circunstances under which they were nmade, not

m sl eading; and iii) engaging in acts, practices and/or a course
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of business that operated as a fraud or deceit upon plaintiffs
and the C ass.

76. At the tine they purchased Val ujet common stock,
plaintiffs and other nmenbers of the Class did not know of the
untrue statements of material fact or onissions of statenents of
material fact alleged in this action, and, in the exercise of
reasonabl e diligence, could not have known such facts.

77. The defendants, in the exercise of reasonable
care, could have known of the untrue statenents or m sl eading

om ssions alleged in this action.



78. Plaintiffs and other menbers of the Class have
sustai ned injury and suffered danages.
SECOND CLAI M

[ Agai nst | ndivi dual Defendants
Pursuant To O.C.G A Section 10-5-14 (a)]

79. Plaintiffs repeat and reall ege each and every
al | egation contained above as if fully set forth herein.

80. This Count is brought by plaintiffs pursuant to
O C. G A Section 10-5-14(c) on behalf of the O ass against the
I ndi vi dual Defendants.

81. Valujet is liable to plaintiffs and the C ass
under O C.G A Section 10-5-14 (a).

82. The Individual Defendants were executive officers
and/ or directors of the Conpany at all relevant tines, and
directly or indirectly controlled Valujet through both their
positions as executive officers and/or as a directors of the

Conpany.
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83. As aresult, the Individual Defendants are jointly
and severally liable under O C. G A Section 10-5-14(c) for
Valujet's violations of O C G A Section 10-5-14(a).

THI RD CLAI M
[ Common Law Fraud And Deceit Against Al Defendants]

84. Plaintiffs repeat and reall ege each and every
al | egati on contai ned above.

85. Defendants' representations were materially
m sl eading or were likely to mislead because they failed to
di sclose and materially msrepresented certain facts as descri bed

herein. Such representations were made with the intent to



defraud purchasers of Valujet common stock and induce plaintiffs
and ot her class nmenbers, reliance by purchasing Valujet's conmon
st ock.

86. Plaintiffs and other class nenbers, unaware of
def endants, fraudul ent m srepresentations and conceal nent of said
material facts, purchased or paid for Valujet securities
detrimentally relying upon defendants, false representations.

87. As a proximate result of defendants
nm srepresentations, plaintiffs and other class nenbers have been
damaged.

FOURTH CLAI M
[ Negl i gent M srepresentation Agai nst Al Defendants]
88. Plaintiff repeats and reall eges each and every

al | egati on contai ned above.
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89. This Count is brought by plaintiff against all the
def endant s based upon comon | aw principles of negligent
nm srepresentation.

90. Defendants nmade and participated in the naking of
representations of fact to plaintiff and other nmenbers of the
Cl ass by neans of various docunents and statenents as all eged
her ei n.

91. In making said nisrepresentations and statenents,
as all eged above, defendants failed to state material facts
necessary (i) in order to make the statements nmade, in |ight of
the circunstances under which they were nmade, not m sl eading, and
(ii) in order that prospective investors in Valujet stock would
have all of the material facts necessary for an inforned

decision. Anpbng the direct and proxi mate causes of said



m srepresentations and onmissions to state material facts was the
negl i gence and carel essness of defendants, and the absence of any
reasonabl e basis for belief in the truth of such statenents.

92. At the tine of said nisrepresentations and
om ssions, plaintiff and the other nenbers of the C ass were
i gnorant of their falsity, and believed themto be true. In
reliance, directly and/or indirectly, on said nisrepresentations
and in reliance upon the superior know edge and expertise of
defendants, plaintiff and the other menbers of the C ass were
i nduced to and did purchase Valujet stock. Had plaintiff and the
ot her menbers of the O ass known the truth, they would not have
taken such action. By reason thereof, plaintiff and the other

nmenbers of the C ass have been danaged.
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JURY DEMAND
93. Plaintiff hereby demands a trial by jury.
VWHEREFORE, plaintiff prays for relief and judgnment, as
fol | ows:

(a) Deternmining that this action is a proper
class action under O C.G A Section 9-11-23, and certifying
plaintiff as class representative and his counsel as class coun-
sel

(b) Awardi ng conpensatory danmages in favor of
plaintiff and the other C ass nenbers against all defendants,
jointly and severally, for all danages sustained as a result of
def endants' wrongdoing, in an anount to be proven at trial,

i ncluding interest thereon

(c) Awarding plaintiff and the dass their



reasonabl e costs and expenses incurred in this action, including
counsel fees and expert fees; and
(d) Such other and further relief as the Court

may deem just and proper.
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JURY TRI AL DEMANDED
Plaintiff hereby demands a trial by jury.

DATED: July 3, 1996

BELL & JAMES

/sl
By:

John C. Bell, Jr.

Ga. State Bar No. 048600
Janes L. Bentley Il

Ga. State Bar No. 052876

619 G eene Street
August a, Georgia 30901
(706) 722-2014

M LBERG WEI SS BERSHAD
HYNES & LERACH LLP

/sl
By:

David J. Bershad
Steven G Schul man
Sanmuel H. Rudman

One Pennsyl vani a Pl aza
49t h Fl oor

New York, NY 10119
(212) 594-5300

OF COUNSEL:

SCH FFRIN & CRAI G LTD,
3 Bal a Pl aza East

Suite 400

Bal a Cynwyd, PA 19004
(610) 667-7706

DAVI D KAHN & ASSCCI ATES, LTD.
1 Northfield Plaza



Suite 100
Northfield, IL 60093
(847) 501- 5083

Attorneys for Plaintiffs
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