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                    PART I:  FINANCIAL INFORMATION 

 

Item 1.  Financial Statements 

 

AMERICAN AIRLINES, INC. 

CONSOLIDATED STATEMENTS OF OPERATIONS 

(Unaudited) (In millions) 

 

                                               Three Months Ended March 31, 

                                                  2006          2005 

Revenues 

  Passenger                                 $    4,244     $   3,841 

  Regional Affiliates                              569           451 

  Cargo                                            186           183 

  Other revenues                                   328           262 

    Total operating revenues                     5,327         4,737 

 

 

Expenses 

  Wages, salaries and benefits                   1,576         1,502 

  Aircraft fuel                                  1,332           996 

  Regional payments to AMR Eagle                   532           473 

  Other rentals and landing fees                   286           273 

  Commissions, booking fees and 

    credit card expense                            269           271 

  Depreciation and amortization                    240           245 

  Maintenance, materials and repairs               187           192 

  Aircraft rentals                                 141           143 

  Food service                                     123           123 

  Other operating expenses                         589           563 

    Total operating expenses                     5,275         4,781 



 

 

Operating Income (Loss)                             52           (44) 

 

Other Income (Expense) 

  Interest income                                   52            35 

  Interest expense                                (213)         (175) 

  Interest capitalized                               7            22 

  Related party interest - net                       6            (2) 

  Miscellaneous - net                              (10)           (7) 

                                                  (158)         (127) 

 

 

Loss Before Income Taxes                          (106)         (171) 

Income tax                                          -             - 

Net Loss                                    $     (106)    $    (171) 

 

 

 

 

 

 

 

 

The accompanying notes are an integral part of these financial statements. 
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AMERICAN AIRLINES, INC. 

CONDENSED CONSOLIDATED BALANCE SHEETS 

(Unaudited) (In millions) 

 

                                              March 31,     December 31, 

                                                 2006          2005 

Assets 

Current Assets 

  Cash                                      $     144     $     133 

  Short-term investments                        4,077         3,637 

  Restricted cash and short-term 

    investments                                   510           510 

  Receivables, net                              1,051           967 

  Inventories, net                                449           474 

  Other current assets                            459           321 

    Total current assets                        6,690         6,042 

 

Equipment and Property 

  Flight equipment, net                        11,680        11,696 

  Other equipment and property, net             2,333         2,352 

  Purchase deposits for flight equipment          227           277 

                                               14,240        14,325 

 

Equipment and  Property Under Capital Leases 

  Flight equipment, net                           856           916 

  Other equipment and property, net               109           102 

                                                  965         1,018 

 

Route acquisition costs an  airport 

  operating and gate lease rights, net          1,162         1,167 

Other assets                                    3,451         3,489 

                                            $  26,508     $  26,041 

 

Liabilities and Stockholder's Equity (Deficit) 

Current Liabilities 

  Accounts payable                          $   1,074     $     998 

  Accrued liabilities                           2,052         2,205 

  Air traffic liability                         4,189         3,615 

  Payable to affiliates, net                      500           544 

  Current maturities of long-term debt            818           829 

  Current obligations under capital leases        118           138 

    Total current liabilities                   8,751         8,329 

 

Long-term debt, less current maturities         8,685         8,785 

Obligations  under  capital  leases,  less 

current obligations                               872           922 

Pension and postretirement benefits             5,126         4,998 

Other  liabilities, deferred  gains and 

deferred credits                                4,141         4,186 

 

Stockholder's Deficit 

  Common stock                                     -             - 



  Additional paid-in capital                    3,604         3,406 

  Accumulated other comprehensive loss         (1,067)       (1,087) 

  Accumulated deficit                          (3,604)       (3,498) 

                                               (1,067)       (1,179) 

                                            $  26,508     $  26,041 

 

 

The  accompanying  notes  are an integral  part  of  these  financial 

statements. 
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AMERICAN AIRLINES, INC. 

CONDENSED CONSOLIDATED STATEMENTS OF CASH FLOWS 

(Unaudited) (In millions) 

 

                                                Three Months Ended March 31, 

                                                    2006           2005 

 

Net Cash Provided by Operating Activities       $    732       $    413 

 

Cash Flow from Investing Activities: 

  Capital expenditures                              (101)          (106) 

  Net increase in short-term investments            (440)           (96) 

  Net (increase) decrease in restricted cash 

    and short-term investments                         -             (5) 

  Proceeds from sale of equipment and 

    property                                           1              2 

  Other                                                -              2 

    Net cash used by investing activities           (540)          (203) 

 

 

Cash Flow from Financing Activities: 

  Payments on long-term debt and capital 

    lease obligations                               (184)          (143) 

  Reimbursement from construction reserve 

    account                                           48              - 

  Funds transferred to affiliates, net               (45)           (37) 

    Net cash used by financing activities           (181)          (180) 

 

 

Net increase in cash                                  11             30 

Cash at beginning of period                          133            117 

 

Cash at end of period                           $    144       $    147 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

The  accompanying notes are an integral part of these  financial 

statements. 
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AMERICAN AIRLINES, INC. 

NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS 

(Unaudited) 

 

1.  The   accompanying   unaudited  condensed   consolidated   financial 

    statements have been prepared in accordance with generally  accepted 



    accounting  principles for interim financial  information  and  with 

    the  instructions  to Form 10-Q and Article 10  of  Regulation  S-X. 

    Accordingly,  they  do  not  include  all  of  the  information  and 

    footnotes  required by generally accepted accounting principles  for 

    complete  financial statements. In the opinion of management,  these 

    financial  statements contain all adjustments, consisting of  normal 

    recurring  accruals,  necessary  to  present  fairly  the  financial 

    position,  results  of  operations and cash flows  for  the  periods 

    indicated.  Results of operations for the periods  presented  herein 

    are  not  necessarily indicative of results of  operations  for  the 

    entire year. American Airlines, Inc. (American or the Company) is  a 

    wholly  owned  subsidiary of AMR Corporation  (AMR).  The  condensed 

    consolidated  financial  statements also  include  the  accounts  of 

    variable  interest  entities for which the Company  is  the  primary 

    beneficiary.  For  further information, refer  to  the  consolidated 

    financial statements and footnotes thereto included in the  American 

    Airlines,  Inc.  Annual  Report on Form  10-K  for  the  year  ended 

    December 31, 2005 (2005 Form 10-K). 

 

    Cargo  fuel and security surcharge revenues of $32 million  for  the 

    three  months ended March 31, 2005 have been reclassified from Other 

    revenues  to  Cargo  revenues  in  the  consolidated  statement   of 

    operations to conform to the current year presentation. 

 

2.  Under  the  1998  Long  Term Incentive Plan, as  amended  (the  1998 

    LTIP),  officers  and key employees of AMR and its subsidiaries  may 

    be   granted  stock  options,  stock  appreciation  rights   (SARs), 

    restricted  stock,  deferred  stock, stock  purchase  rights,  other 

    stock-based  awards  and/or  performance-related  awards,  including 

    cash  bonuses.   The  total number of common shares  authorized  for 

    distribution  under the 1998 Long Term Incentive Plan is  23,700,000 

    shares (after giving effect to a one-for-one stock dividend in  1998 

    and  the  dividend of shares of The Sabre Group, Inc. via a spin-off 

    in  2000).   The  1998  LTIP, the successor to the  1988  Long  Term 

    Incentive  Plan (1988 LTIP), will terminate no later  than  May  21, 

    2008. 

 

    In  2003,  AMR  established the 2003 Employee Stock  Incentive  Plan 

    (the  2003  Plan) to provide, among other things, equity  awards  to 

    employees  as  part  of the 2003 restructuring process.   Under  the 

    2003  Plan, employees may be granted stock options, restricted stock 

    and  deferred  stock.  The  total number of  shares  authorized  for 

    distribution under the 2003 Plan is 42,680,000 shares. 

 

    Options  granted under the 1988 LTIP, 1998 LTIP and  the  2003  Plan 

    are  awarded  with an exercise price equal to the fair market  value 

    of  the  stock on date of grant, become exercisable in equal  annual 

    installments  over  periods  ranging  from  three  to   five   years 

    following the date of grant and expire no later than ten years  from 

    the  date  of  grant.   As  of  March 31, 2006,  approximately  16.2 

    million  options outstanding under the 1998 LTIP and the  2003  Plan 

    had not vested. 

 

    Prior  to  January 1, 2006, American accounted for its participation 

    in   AMR's   stock-based  compensation  plans  in  accordance   with 

    Accounting  Principles Board Opinion No. 25, "Accounting  for  Stock 

    Issued  to  Employees" (APB 25) and related Interpretations.   Under 

    APB  25,  no  compensation expense was recognized for  stock  option 

    grants if the exercise price of AMR's stock option grants was at  or 

    above  the fair market value of the underlying stock on the date  of 

    grant.   Effective  January 1, 2006, AMR and  American  adopted  the 

    fair   value  recognition  provisions  of  Statement  of   Financial 

    Accounting   Standards  No.  123(R),  "Share-Based  Payment"   (SFAS 

    123(R))  using  the modified-prospective transition  method.   Under 

    this  transition method, compensation cost recognized in  the  first 

    quarter  of 2006 includes: (a) compensation cost for all share-based 

    payments  granted  prior to, but not yet vested  as  of  January  1, 

    2006,  based  on  the  grant-date fair  value  used  for  pro  forma 

    disclosures  and (b) compensation cost for all share-based  payments 

    granted subsequent to January 1, 2006, based on the grant-date  fair 

    value  estimated in accordance with the provisions of  SFAS  123(R). 

    Results for prior periods have not been restated. 
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AMERICAN AIRLINES, INC. 

NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS (CONTINUED) 

(Unaudited) 

 

    As  a  result of adopting SFAS 123(R), American's net loss  for  the 



    three  months ended March 31, 2006, was $11 million higher  than  if 

    it  had continued to account for share-based compensation under  APB 

    25. 

 

    Prior  to  January  1, 2006, AMR and American had  adopted  the  pro 

    forma  disclosure  features  of Statement  of  Financial  Accounting 

    Standards  No. 123, "Accounting for Stock-Based Compensation"  (SFAS 

    123), as amended by Statement of Financial Accounting Standards  No. 

    148,   "Accounting   for  Stock-Based  Compensation-Transition   and 

    Disclosure."   The  following table illustrates the  effect  on  net 

    loss  and loss per share amounts if the Company had applied the fair 

    value  recognition  provisions of SFAS 123 to  stock-based  employee 

    compensation  (in  millions) for the three months  ended  March  31, 

    2005: 

 

 

    Net loss, as reported                               $(171) 

    Add:  Stock-based employee compensation 

      expense included in reported net loss                 6 

    Deduct:  Total stock-based employee 

      compensation expense determined 

      under fair value based methods for 

      all awards                                          (21) 

    Pro forma net loss                                  $(186) 

 

 

    On  March  29, 2006, the AMR Board of Directors amended and restated 

    the   2003-2005  Performance  Share  Plan  for  Officers   and   Key 

    Employees,  the  2004-2006 Performance Share Plan for  Officers  and 

    Key   Employees,  and  the  2004  Agreements  for  Deferred   Shares 

    (collectively,  the  Amended Plans).  Before  amendment,  the  plans 

    allowed  for  settlement  only in cash.   The  three  Amended  Plans 

    permit  settlement in a combination of cash and/or  stock;  however, 

    the  amendments  did  not impact the fair value of  the  obligations 

    under  the three Amended Plans.  AMR anticipates using all currently 

    available  shares under the 1998 LTIP and the 2003 Plan  to  satisfy 

    obligations  under the three Amended Plans, but,  based  on  current 

    estimates,  a  portion of the obligations will be settled  in  cash. 

    AMR  and  American will account for these obligations  prospectively 

    as  a  combination  of liability and equity grants.   In  accordance 

    with  SFAS  123(R),  the  Company  reclassified  $187  million  from 

    Accrued  liabilities  to Additional paid-in  capital  on  March  29, 

    2006,  representing  the vested portions of  the  current  estimated 

    fair  value of obligations under all three of the Amended Plans that 

    are expected to be settled with stock. 

 

3.  As  of  March  31, 2006, the Company had commitments to acquire  one 

    Boeing  777-200ER in the remainder of 2006 and an  aggregate  of  47 

    Boeing  737-800s and seven Boeing 777-200ERs in 2013  through  2016. 

    Future  payments  for all aircraft, including the estimated  amounts 

    for  price escalation, will approximate $51 million in 2006  and  an 

    aggregate  of approximately $2.8 billion in 2011 through  2016.  The 

    Company  has  the ability to access pre-arranged backstop  financing 

    for the Boeing 777-200ER scheduled to be delivered in 2006. 

 

4.  Accumulated  depreciation of owned equipment and property  at  March 

    31,  2006  and December 31, 2005 was $9.5 billion and $9.4  billion, 

    respectively.   Accumulated amortization of equipment  and  property 

    under  capital leases was $1.1 billion at both March 31, 2006 and 

    December  31,  2005. 

 

5.  As  discussed in Note 8 to the consolidated financial statements  in 

    the  2005  Form 10-K, the Company has a valuation allowance  against 

    the  full  amount  of  its  net deferred tax  asset.  The  Company's 

    deferred tax asset valuation allowance increased $28 million  during 

    the  three months ended March 31, 2006 to $1.8 billion as of March 

    31, 2006. 

 

 

                                    -5- 

 

AMERICAN AIRLINES, INC. 

NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS (CONTINUED) 

(Unaudited) 

 

6.  On March 27, 2006, American refinanced its bank credit facility. 

    In  general,  the new credit facility adjusted the amounts  borrowed 

    under  the  senior secured revolving credit facility and the  senior 

    secured term loan facility, reduced the overall interest rate on the 

    combined credit facility and favorably modified certain debt covenant 

    requirements. 



 

    The  total  amount  of  the credit facility is  $773  million.   The 

    credit  facility consists of a $325 million senior secured revolving 

    credit  facility  and  a  $448  million  senior  secured  term  loan 

    facility  (the  Revolving  Facility  and  the  Term  Loan  Facility, 

    respectively,  and  collectively, the Credit  Facility).   The  Term 

    Loan  Facility matures on December 17, 2010 and amortizes  quarterly 

    at  a  rate  of $1 million.  The Revolving Facility amortizes  at  a 

    rate  of $10 million quarterly through December 17, 2007 and  has  a 

    final maturity of June 17, 2009. 

 

    Advances  under either facility can be made, at American's election, 

    as  LIBOR rate advances or base rate advances.   Interest accrues at 

    the  LIBOR  rate or base rate, as applicable, plus, in either  case, 

    the  applicable margin.  The applicable margin with respect  to  the 

    Revolving  Facility can range from 2.50 percent to 4.00 percent  per 

    annum  in the case of LIBOR advances, and from 1.50 percent to  3.00 

    percent per annum in the case of base rate advances, depending  upon 

    the  senior  secured debt rating of the Credit Facility.   Based  on 

    current  ratings,  the  applicable  margin  with  respect   to   the 

    Revolving Facility is 3.50 percent per annum, in the case  of  LIBOR 

    advances,  and  2.50 percent per annum, in the  case  of  base  rate 

    advances.    The  applicable margin with respect to  the  Term  Loan 

    Facility  is  3.25 percent per annum in the case of LIBOR  advances, 

    and  2.25  percent per annum in the case of base rate advances.   As 

    of  March  31,  2006, the Credit Facility had an effective  interest 

    rate of 8.29 percent. 

 

    The  Credit  Facility continues to be secured by the same  aircraft. 

    The  Credit Facility continues to require periodic appraisals of the 

    current  market  value  of the aircraft and requires  that  American 

    pledge  more  aircraft or cash collateral if the loan amount  equals 

    more  than  50%  of  the  appraised value (after  giving  effect  to 

    sublimits  for  specified  categories  of  aircraft).   The   Credit 

    Facility  also continues to be secured by all of American's existing 

    route  authorities  between  the United  States  and  Tokyo,  Japan, 

    together  with certain slots, gates and facilities that support  the 

    operation  of  such  routes.  In addition, AMR's  guarantee  of  the 

    Credit  Facility  continues to be secured by a  pledge  of  all  the 

    outstanding shares of common stock of American. 

 

    The  Credit  Facility  contains a covenant (the Liquidity  Covenant) 

    requiring  American  to  maintain  unrestricted  cash,  unencumbered 

    short  term  investments  and amounts available  for  drawing  under 

    committed  revolving credit facilities which have a  final  maturity 

    of  at least 12 months after the date of determination, of not  less 

    than  $1.25 billion.  This requirement remains unchanged. 

 

    In  addition,  the Credit Facility continues to contain  a  covenant 

    (the  EBITDAR Covenant) requiring AMR to maintain, for  each  period 

    of  four  consecutive fiscal quarters ending on the dates  indicated 

    below,  a  minimum  ratio of cash flow (defined as consolidated  net 

    income,   before  dividends,  interest  expense  (less   capitalized 

    interest), income taxes, depreciation and amortization and  rentals, 

    adjusted  for certain gains or losses and non-cash items)  to  fixed 

    charges  (comprising  interest expense (less  capitalized  interest) 

    and  rentals).   The minimum required ratios for  the  four  quarter 

    periods  ending  as of specified dates for both the previous  credit 

    facility and the refinanced Credit Facility are as set forth below: 
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AMERICAN AIRLINES, INC. 

NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS (CONTINUED) 

(Unaudited) 

 

 

         Four Quarter Period Ending     Original   Refinanced 

                                        Credit     Credit 

                                        Facility   Facility 

                                        Cash Flow  Cash Flow 

                                        Coverage   Coverage 

                                        Ratio      Ratio 

         March 31, 2006                 1.20:1.00  1.00:1.00 

         June 30, 2006                  1.25:1.00  1.00:1.00 

         September 30, 2006             1.30:1.00  1.10:1.00 

         December 31, 2006              1.30:1.00  1.20:1.00 

         March 31, 2007                 1.35:1.00  1.30:1.00 

         June 30, 2007                  1.40:1.00  1.30:1.00 

         September 30, 2007             1.40:1.00  1.35:1.00 



         December 31, 2007              1.40:1.00  1.40:1.00 

         March 31, 2008                 1.50:1.00  1.40:1.00 

         June 30, 2008                  1.50:1.00  1.40:1.00 

         September 30, 2008             1.50:1.00  1.40:1.00 

         December 31, 2008              1.50:1.00  1.40:1.00 

         March 31, 2009                 1.50:1.00  1.40:1.00 

         June 30, 2009 (and each 

            fiscal quarter thereafter)  1.50:1.00  1.50:1.00 

 

    AMR  and American were in compliance with the Liquidity Covenant and 

    the  EBITDAR Covenant as of March 31, 2006 and expect to be able  to 

    continue  to  comply  with  these  covenants.   However,  given  the 

    historically  high price of fuel and the volatility of  fuel  prices 

    and  revenues,  it is difficult to assess whether AMR  and  American 

    will,  in  fact,  be able to continue to comply with  the  Liquidity 

    Covenant and, in particular, the EBITDAR Covenant, and there are  no 

    assurances  that AMR and American will be able to comply with  these 

    covenants. 

 

    As  of  March  31,  2006,  American had issued  guarantees  covering 

    approximately  $1.2 billion of AMR's unsecured debt.   In  addition, 

    as  of  March  31,  2006,  AMR and American  had  issued  guarantees 

    covering approximately $408 million of AMR Eagle's secured debt. 

 

7.  The following table provides the components of net periodic 

    benefit cost for the three months ended March 31, 2006 and 2005 (in 

    millions): 

                                                         Other 

                                                      Postretirement 

                               Pension Benefits          Benefits 

                               2006       2005      2006       2005 

 

  Components of net periodic 

   benefit cost 

 

   Service cost               $  99     $   92      $   18     $   18 

   Interest cost                161        152          47         50 

   Expected return on assets   (168)      (165)         (4)        (3) 

   Amortization of: 

     Prior service cost           4          4          (2)        (2) 

     Unrecognized net loss       20         13           1          - 

 

   Net periodic benefit cost  $ 116     $   96      $   60     $   63 
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AMERICAN AIRLINES, INC. 

NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS (CONTINUED) 

(Unaudited) 

 

 

    The  Company expects to contribute approximately $250 million to its 

    defined  benefit pension plans in 2006. This estimated  contribution 

    reflects  the provisions of the Pension Funding Equity Act  of  2004 

    which  deferred  (to 2006 and later plan years)  a  portion  of  the 

    minimum  required  contributions that would have been  due  for  the 

    2004  and  2005 plan years. Of the $250 million the Company  expects 

    to  contribute  to its defined benefit pension plans  in  2006,  the 

    Company contributed $36 million during the three months ended  March 

    31, 2006 and contributed $84 million on April 14, 2006. 

 

8.  As  a  result  of  the events of September 11, 2001,  the  depressed 

    revenue   environment,   high  fuel   prices   and   the   Company's 

    restructuring  activities, the Company  has  recorded  a  number  of 

    charges  during  the last few years. The following table  summarizes 

    the  changes  since December 31, 2005 in the remaining accruals  for 

    these charges (in millions): 

 

                              Aircraft     Facility 

                              Charges      Exit Costs     Total 

 

      Remaining accrual 

      at December 31, 2005     $  150        $   36      $ 186 

      Adjustments                  (8)           (7)       (15) 

      Payments                     (8)            -         (8) 

      Remaining accrual 

      at March 31, 2006        $  134        $   29      $ 163 

 

 

    Cash  outlays  related  to  the accruals for  aircraft  charges  and 



    facility exit costs will occur through 2017 and 2018, respectively. 

 

9.  The  Company  includes  changes in the  fair  value  of  certain 

    derivative  financial instruments that qualify for hedge accounting, 

    changes in minimum pension liabilities and unrealized gains and losses 

    on available-for-sale securities in comprehensive loss. For the three 

    months  ended  March 31, 2006 and 2005, comprehensive loss  was  $86 

    million  and $126 million, respectively. The difference between  net 

    loss and comprehensive loss for the three months ended March 31, 2006 

    and  2005  is  due  primarily to the accounting  for  the  Company's 

    derivative financial instruments. 

 

    Ineffectiveness  is  inherent in hedging jet  fuel  with  derivative 

    positions   based   in  crude  oil  or  other  crude   oil   related 

    commodities.   As  required  by Statement  of  Financial  Accounting 

    Standard  No.  133,  "Accounting  for  Derivative  Instruments   and 

    Hedging Activities", the Company assesses, both at the inception  of 

    each  hedge  and on an on-going basis, whether the derivatives  that 

    are  used  in  its  hedging  transactions are  highly  effective  in 

    offsetting  changes in cash flows of the hedged items.  The  Company 

    discontinues hedge accounting prospectively if it determines that  a 

    derivative is no longer expected to be highly effective as  a  hedge 

    or  if  it  decides to discontinue the hedging relationship.   As  a 

    result  of  its  quarterly  effectiveness  assessment,  the  Company 

    determined  that  certain  of its derivatives  settling  during  the 

    remainder  of 2006 are no longer expected to be highly effective  in 

    offsetting changes in forecasted jet fuel purchases.  As  a  result, 

    effective  on January 1, 2006, all subsequent changes  in  the  fair 

    value  of  those  particular hedge contracts  are  being  recognized 

    directly   in  Miscellaneous-net  rather  than  being  deferred   in 

    Accumulated  other comprehensive loss. Such amount is  not  expected 

    to  be  material. Hedge accounting will continue to  be  applied  to 

    derivatives  used  to hedge forecasted jet fuel purchases  that  are 

    expected to remain highly effective. 
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Item  2.   Management's Discussion and Analysis of Financial Condition 

and Results of Operations 

 

Forward-Looking Information 

 

Statements  in this report contain various forward-looking  statements 

within  the meaning of Section 27A of the Securities Act of  1933,  as 

amended,  and Section 21E of the Securities Exchange Act of  1934,  as 

amended,  which  represent  the  Company's  expectations  or   beliefs 

concerning future events.  When used in this document and in documents 

incorporated  herein  by  reference,  the  words  "expects,"  "plans," 

"anticipates,"   "indicates,"  "believes,"   "forecast,"   "guidance," 

"outlook,"  "may,"  "will,"  "should,"  and  similar  expressions  are 

intended   to  identify  forward-looking  statements.  Forward-looking 

statements  include,  without limitation, the  Company's  expectations 

concerning  operations and financial conditions, including changes  in 

capacity,  revenues,  and  costs, future financing  plans  and  needs, 

overall   economic  conditions,  plans  and  objectives   for   future 

operations, and the impact on the Company of its results of operations 

in  recent  years  and the sufficiency of its financial  resources  to 

absorb   that   impact.  Other  forward-looking   statements   include 

statements  which do not relate solely to historical facts,  such  as, 

without  limitation,  statements which  discuss  the  possible  future 

effects  of  current known trends or uncertainties, or which  indicate 

that  the  future effects of known trends or uncertainties  cannot  be 

predicted,  guaranteed or assured.  All forward-looking statements  in 

this report are based upon information available to the Company on the 

date  of this report. The Company undertakes no obligation to publicly 

update or revise any forward-looking statement, whether as a result of 

new information, future events, or otherwise. 

 

Forward-looking  statements are subject to a number  of  factors  that 

could cause the Company's actual results to differ materially from the 

Company's expectations.  The following factors, in addition  to  other 

possible factors not listed, could cause the Company's actual  results 

to   differ   materially  from  those  expressed  in   forward-looking 

statements:   the  materially  weakened  financial  condition  of  the 

Company,  resulting from its significant losses in recent  years;  the 

ability   of   the  Company  to  generate  additional   revenues   and 

significantly  reduce  its  costs;  changes  in  economic  and   other 

conditions  beyond the Company's control, and the volatile results  of 

the  Company's operations; the Company's substantial indebtedness  and 

other  obligations;  the ability of the Company  to  satisfy  existing 



financial  or  other  covenants in certain of its  credit  agreements; 

continued high fuel prices and further increases in the price of fuel, 

and  the  availability  of  fuel;  the fiercely  competitive  business 

environment  faced by the Company, and historically low  fare  levels; 

competition with reorganized and reorganizing carriers; the  Company's 

reduced  pricing  power; the Company's need to raise additional  funds 

and its ability to do so on acceptable terms; changes in the Company's 

business  strategy;  government regulation of the Company's  business; 

conflicts overseas or terrorist attacks; uncertainties with respect to 

the  Company's international operations; outbreaks of a disease  (such 

as SARS or avian flu) that affects travel behavior; uncertainties with 

respect  to  the  Company's  relationships with  unionized  and  other 

employee   work  groups;  increased  insurance  costs  and   potential 

reductions  of available insurance coverage; the Company's ability  to 

retain key management personnel; potential failures or disruptions  of 

the  Company's  computer, communications or other technology  systems; 

changes  in  the price of AMR's common stock; and the ability  of  the 

Company to reach acceptable agreements with third parties.  Additional 

information  concerning these and other factors is  contained  in  the 

Company's  Securities and Exchange Commission filings,  including  but 

not limited to the Company's 2005 Form 10-K (see in particular Item 1A 

"Risk Factors" in the 2005 Form 10-K). 

 

Overview 

 

The  Company incurred a $106 million net loss in the first quarter  of 

2006  compared to a net loss of $171 million in the same  period  last 

year.   The Company's first quarter 2006 results were impacted by  the 

continuing increase in fuel prices, offset by an improvement  in  unit 

revenues  (passenger revenue per available seat mile).  The  Company's 

first  quarter 2005 results included a benefit of $69 million  related 

to certain excise tax refunds - - $55 million of which was recorded in 

aircraft fuel expense and $14 million in interest income. 

 

Fuel  price increases resulted in a year-over-year increase  of  52.5 

cents per gallon for the first quarter (including the benefit of  the 

7.5  cents  per gallon impact of the fuel excise tax refund  in  2005 

discussed  above).  This  price  increase  negatively  impacted  fuel 

expense  by  $370 million (including the benefit of the  $55  million 

fuel  excise  tax refund in 2005 discussed above) during the  quarter 

based   on  American's  fuel  consumption  of  705  million  gallons. 

Continuing  high fuel prices, additional increases in  the  price  of 

fuel,  and/or  disruptions  in  the  supply  of  fuel  would  further 

adversely affect the Company's financial condition and its results of 

operations. 
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Mainline passenger unit revenues increased 10.8 percent for the first 

quarter  due  to a 1.8 point load factor increase and an 8.2  percent 

increase  in  passenger yield (passenger revenue per passenger  mile) 

compared to the same period in 2005. Although load factor performance 

and  passenger  yield showed significant year-over-year  improvement, 

passenger  yield  remains  depressed by  historical  standards.   The 

Company believes this depressed passenger yield is due in large  part 

to  a  corresponding  decline  in the Company's  pricing  power.  The 

Company's  reduced pricing power is the product of  several  factors, 

including:  greater  cost  sensitivity  on  the  part  of   travelers 

(particularly  business  travelers); pricing  transparency  resulting 

from  the  use  of  the Internet; greater competition  from  low-cost 

carriers  and  from  carriers that have recently reorganized  or  are 

reorganizing,  including under the protection of Chapter  11  of  the 

U.S.  Bankruptcy Code; other carriers that are better hedged  against 

rising fuel costs and able to better absorb the current high jet fuel 

prices;  and, more recently, fare simplification efforts  by  certain 

carriers.  The Company believes that its reduced pricing  power  will 

persist indefinitely and possibly permanently. 

 

The  Company's  ability  to  become profitable  and  its  ability  to 

continue to fund its obligations on an ongoing basis will depend on a 

number  of  factors, many of which are largely beyond  the  Company's 

control.  Some of the risk factors that affect the Company's business 

and   financial   results  are  referred  to  under  "Forward-Looking 

Information"  above and are discussed in the Risk Factors  listed  in 

Item  1A (on pages 11-16) in the 2005 Form 10-K. As the Company seeks 

to improve its financial condition, it must continue to take steps to 

generate  additional revenues and to significantly reduce its  costs. 

Although the Company has a number of initiatives underway to  address 

its  cost  and  revenue  challenges, the ultimate  success  of  these 

initiatives is not known at this time and cannot be assured.  It will 



be  very difficult, absent continued restructuring of its operations, 

for  the  Company to continue to fund its obligations on  an  ongoing 

basis,  or  to  become  profitable, if the overall  industry  revenue 

environment  does not continue to improve and fuel prices  remain  at 

historically high levels for an extended period. 

 

LIQUIDITY AND CAPITAL RESOURCES 

 

Significant Indebtedness and Future Financing 

 

The  Company  remains heavily indebted and has significant obligations 

(including substantial pension funding obligations), as described more 

fully under Item 7, "Management's Discussion and Analysis of Financial 

Condition and Results of Operations" in the 2005 Form 10-K.  As of the 

date of this Form 10-Q, the Company believes it should have sufficient 

liquidity to fund its operations for the foreseeable future, including 

repayment  of debt and capital leases, capital expenditures and  other 

contractual obligations. However, to maintain sufficient liquidity  as 

the   Company  continues  to  implement  its  restructuring  and  cost 

reduction  initiatives, and because the Company has significant  debt, 

lease  and  other obligations in the next several years,  as  well  as 

substantial pension funding obligations, the Company will need  access 

to  additional  funding.  The  Company's  possible  financing  sources 

primarily include: (i) a limited amount of additional secured aircraft 

debt (a very large majority of the Company's owned aircraft, including 

virtually  all  of the Company's Section 1110-eligible  aircraft,  are 

encumbered)  or sale-leaseback transactions involving owned  aircraft; 

(ii)  debt  secured by new aircraft deliveries; (iii) debt secured  by 

other  assets;  (iv) securitization of future operating receipts;  (v) 

the  sale or monetization of certain assets; and (vi) unsecured  debt. 

However, the availability and level of these financing sources  cannot 

be  assured,  particularly in light of the Company's recent  financial 

results,  substantial indebtedness, reduced credit ratings, high  fuel 

prices,  the historically weak revenues and the financial difficulties 

being  experienced  in  the airline industry.  The  inability  of  the 

Company to obtain additional funding on acceptable terms would have  a 

material  adverse impact on the ability of the Company to sustain  its 

operations over the long-term. 

 

The  Company's  substantial indebtedness and other  obligations  could 

have  important consequences.  For example, they could: (i) limit  the 

Company's ability to obtain additional financing for working  capital, 

capital expenditures, acquisitions and general corporate purposes,  or 

adversely  affect the terms on which such financing could be obtained; 

(ii) require the Company to dedicate a substantial portion of its cash 

flow  from  operations  to  payments on  its  indebtedness  and  other 

obligations, thereby reducing the funds available for other  purposes; 

(iii)  make  the  Company more vulnerable to economic downturns;  (iv) 

limit  its  ability to withstand competitive pressures and reduce  its 

flexibility   in   responding  to  changing  business   and   economic 

conditions;  and (v) limit the Company's flexibility in planning  for, 

or  reacting to, changes in its business and the industry in which  it 

operates. 
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Credit Facility Covenants 

 

American has a credit facility (the Credit Facility) consisting  of  a 

fully drawn $325 million senior secured revolving credit facility with 

a  final maturity on June 17, 2009 and a fully drawn $448 million term 

loan  facility with a final maturity on December 17, 2010. The  Credit 

Facility  was  recently  refinanced as described  in  Note  6  to  the 

condensed  consolidated  financial  statements.  The  Credit  Facility 

contains  a  covenant (the Liquidity Covenant) requiring  American  to 

maintain,  as  defined,  unrestricted cash,  unencumbered  short  term 

investments   and  amounts  available  for  drawing  under   committed 

revolving  credit facilities of not less than $1.25 billion  for  each 

quarterly period through the life of the Credit Facility. In addition, 

the  Credit  Facility  contains  a  covenant  (the  EBITDAR  Covenant) 

requiring   AMR  to  maintain  a  ratio  of  cash  flow  (defined   as 

consolidated  net  income, before interest expense  (less  capitalized 

interest),  income taxes, depreciation and amortization  and  rentals, 

adjusted  for  certain gains or losses and non-cash  items)  to  fixed 

charges  (comprising interest expense (less capitalized interest)  and 

rentals).   The required ratio was 1.00 to 1.00 for the  four  quarter 

period  ending March 31, 2006 and will increase gradually to  1.50  to 

1.00  for  the four quarter period ending June 30, 2009 and  for  each 

four quarter period ending on each fiscal quarter thereafter. AMR  and 



American  were  in  compliance with the  Liquidity  Covenant  and  the 

EBITDAR  covenant  as  of March 31, 2006 and  expect  to  be  able  to 

continue   to  comply  with  these  covenants.   However,  given   the 

historically high price of fuel and the volatility of fuel prices  and 

revenues, it is difficult to assess whether AMR and American will,  in 

fact,  be able to continue to comply with the Liquidity Covenant  and, 

in  particular, the EBITDAR Covenant, and there are no assurances that 

AMR and American will be able to comply with these covenants.  Failure 

to  comply  with these covenants would result in a default  under  the 

Credit  Facility which - - if the Company did not take steps to obtain 

a  waiver of, or otherwise mitigate, the default - - could result in a 

default  under  a significant amount of the Company's other  debt  and 

lease obligations and otherwise adversely affect the Company. 

 

Pension Funding Obligation 

 

The  Company expects to contribute approximately $250 million  to  its 

defined benefit pension plans in 2006. The Company's estimates of  its 

defined  benefit pension plan contributions reflect the provisions  of 

the  Pension  Funding  Equity Act of 2004. Of  the  $250  million  the 

Company expects to contribute to its defined benefit pension plans  in 

2006,  the  Company contributed $36 million during  the  three  months 

ended March 31, 2006 and contributed $84 million on April 14, 2006. 

 

Under  Generally Accepted Accounting Principles, the Company's defined 

benefit plans were underfunded as of December 31, 2005 by $3.2 billion 

based  on  the Projected Benefit Obligation (PBO) and by $2.3  billion 

based on the Accumulated Benefit Obligation (ABO) (refer to Note 10 to 

the  consolidated financial statements in the 2005  Form  10-K).   The 

Company's funded status at December 31, 2005 under the relevant  ERISA 

funding  standard  is  similar  to its funded  status  using  the  ABO 

methodology.   Due to uncertainties regarding significant  assumptions 

involved  in  estimating future required contributions to its  defined 

benefit  pension plans, such as interest rate levels, the  amount  and 

timing  of  asset returns, and, in particular, the impact of  proposed 

legislation currently pending the reconciliation process of  the  U.S. 

Congress,  the Company is not able to reasonably estimate  its  future 

required   contributions  beyond  2006.  However,  absent  significant 

legislative  relief  or  significant  favorable  changes   in   market 

conditions, or both, the Company could be required to fund in  2007  a 

majority  of the underfunded balance under the relevant ERISA  funding 

standard.    Even  with  significant  legislative  relief   (including 

proposed airline-specific relief), the Company's 2007 required minimum 

contributions  are  expected  to be higher  than  the  Company's  2006 

contributions. 

 

Cash Flow Activity 

 

At  March 31, 2006, the Company had $4.2 billion in unrestricted cash 

and short-term investments, an increase of $451 million from December 

31,  2005.   Net cash provided by operating activities in the  three- 

month  period ended March 31, 2006 was $732 million, an  increase  of 

$319  million  over  the  same period in 2005  primarily  due  to  an 

increase  in the Air traffic liability.  The Company contributed  $36 

million to its defined benefit pension plans in the first quarter  of 

2006 compared to $138 million during the first quarter of 2005. 

 

Capital  expenditures for the first three months of  2006  were  $101 

million  and  primarily included the acquisition of one  Boeing  777- 

200ER  aircraft  and the cost of improvements at New York's  John  F. 

Kennedy   airport   (JFK).   Substantially  all  of   the   Company's 

construction  costs  at  JFK  will  be  reimbursed  through  a   fund 

established from a previous financing transaction. 
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RESULTS OF OPERATIONS 

 

For the Three Months Ended March 31, 2006 and 2005 

 

Revenues 

 

The  Company's revenues increased approximately $590 million, or 12.5 

percent,  to $5.3 billion in the first quarter of 2006 from the  same 

period  last year.  American's passenger revenues increased  by  10.5 

percent,  or $403 million, on approximately flat capacity  (available 

seat  mile)  (ASM).  American's passenger load factor  increased  1.8 

points to 77.2 percent while passenger yield increased by 8.2 percent 

to  12.85  cents.  This resulted in an increase in passenger  revenue 



per  available  seat  mile  (RASM) of 10.8  percent  to  9.93  cents. 

Following is additional information regarding American's domestic and 

international RASM and capacity: 

 

                                 Three Months Ended March 31, 2006 

                               RASM      Y-O-Y      ASMs        Y-O-Y 

                             (cents)     Change   (billions)    Change 

 

   DOT Domestic                 10.09     13.8%      27.6       (2.2)% 

   International                 9.62      5.2       15.1        3.7 

      DOT Latin America         10.46     10.9        7.7       (2.8) 

      DOT Atlantic               9.06      0.7        5.5        7.1 

      DOT Pacific                7.79     (3.6)       1.8       26.3 

 

Regional  Affiliates include two wholly owned subsidiaries,  American 

Eagle Airlines, Inc. and Executive Airlines, Inc. (collectively,  AMR 

Eagle), and two independent carriers with which American has capacity 

purchase  agreements, Trans States Airlines, Inc. (Trans States)  and 

Chautauqua Airlines, Inc. (Chautauqua). 

 

Regional  Affiliates' passenger revenues, which are based on industry 

standard  proration  agreements for flights  connecting  to  American 

flights, increased $118 million, or 26.2 percent, to $569 million  as 

a  result  of  increased capacity, load factors and passenger  yield. 

Regional  Affiliates' traffic increased 20.8 percent to  2.3  billion 

revenue passenger miles (RPMs), while capacity increased 11.7 percent 

to  3.3  billion  ASMs,  resulting in a 5.2  point  increase  in  the 

passenger load factor to 69.9 percent.  Passenger yield increased 4.4 

percent to 24.97 cents. 

 

Cargo  revenues increased 1.6 percent, or $3 million, to $186  million 

as  a result of a $10 million increase in fuel surcharges offset by  a 

3.3 percent decrease in cargo ton miles. 

 

Other revenues increased 25.2 percent, or $66 million, to $328 million 

due in part to increased third-party maintenance contracts obtained by 

the  Company's  maintenance and engineering  group  and  increases  in 

certain passenger fees. 

 

 

Operating Expenses 

 

The Company's total operating expenses increased 10.3 percent, or $494 

million, to $5.3 billion in the first quarter of 2006 compared to  the 

first quarter of 2005.  American's mainline operating expenses per ASM 

in  the  first quarter of 2006 increased 10.3 percent to  10.81  cents 

compared  to  the  first  quarter of 2005.  These  increases  are  due 

primarily to a 38.4 percent increase in American's price per gallon of 

fuel  in  the first quarter of 2006 relative to the first  quarter  of 

2005 (including the benefit of a $55 million fuel excise tax refund in 

2005).    The   Company's   operating  and   financial   results   are 

significantly affected by the price of jet fuel. Continuing high  fuel 

prices,  additional increases in the price of fuel, and/or disruptions 

in  the  supply  of fuel would further adversely affect the  Company's 

financial condition and results of operations. 
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    (in millions)               Three Months 

                                   Ended          Change      Percentage 

   Operating Expenses          March 31,2006     from 2005      Change 

 

   Wages, salaries and benefits   $  1,576        $   74           4.9% 

   Aircraft fuel                     1,332           336          33.7 (a) 

   Regional payments to AMR Eagle      532            59          12.5 (b) 

   Other rentals and 

     landing fees                      286            13           4.8 

   Commissions, booking fees 

     and credit card expense           269            (2)         (0.7) 

   Depreciation and amortization       240            (5)         (2.0) 

   Maintenance, materials 

     and repairs                       187            (5)         (2.6) 

   Aircraft rentals                    141            (2)         (1.4) 

   Food service                        123             -             - 

   Other operating expenses            589            26           4.6 

     Total operating expenses     $  5,275        $  494          10.3% 

 

(a)  Aircraft fuel expense increased primarily due to a 38.4 percent 

     increase in American's price per gallon of fuel (including the benefit 



     of a $55 million fuel excise tax refund received in March 2005 and the 

     impact of fuel hedging) offset by a 3.3 percent decrease in American's 

     fuel consumption. 

(b)  Regional payments to AMR Eagle increased primarily as a result of 

     increased capacity and fuel cost. 

 

Other Income (Expense) 

 

Interest expense increased $38 million due primarily to an increase in 

variable interest rates. 

 

Income Tax Benefit 

 

The Company did not record a net tax benefit associated with its first 

quarter  2006 and 2005 losses due to the Company providing a valuation 

allowance,  as  discussed  in  Note 5 to  the  condensed  consolidated 

financial statements. 

 

Regional Affiliates 

 

The following table summarizes the combined capacity purchase activity 

for  the  American  Connection carriers and AMR Eagle  for  the  three 

months ended March 31, 2006 and 2005 (in millions): 

 

                                               Three Months Ended March 31, 

                                                     2006       2005 

  Revenues: 

   Regional Affiliates                           $    569   $    451 

   Other                                               24         20 

                                                 $    593   $    471 

  Expenses: 

   Regional payments                             $    580   $    517 

   Other incurred expenses                             74         66 

                                                 $    654   $    583 

 

In addition, passengers connecting to American's flights from American 

Connection  and  AMR  Eagle flights generated passenger  revenues  for 

American flights of $402 million and $350 million in the first quarter 

of  2006  and  2005, respectively, which are included  in  Revenues  - 

Passenger in the consolidated statements of operations. 
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Outlook 

 

The  Company currently expects second quarter 2006 mainline unit costs 

to  increase more than seven percent year over year and full year 2006 

mainline  unit costs to increase approximately five percent year  over 

year. 

 

Capacity for American's mainline jet operations is expected to decline 

about one percent in the second quarter of 2006 compared to the second 

quarter of 2005 and also in the full year 2006 compared to 2005. 
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Item 3.  Quantitative and Qualitative Disclosures about Market Risk 

 

There  have  been  no  material  changes  in  market  risk  from   the 

information   provided  in  Item  7A.  Quantitative  and   Qualitative 

Disclosures  About Market Risk of the Company's 2005  Form  10-K.  The 

change  in  market  risk  for aircraft fuel  is  discussed  below  for 

informational purposes. 

 

The  risk inherent in the Company's fuel related market risk sensitive 

instruments  and positions is the potential loss arising from  adverse 

changes  in the price of fuel.  The sensitivity analyses presented  do 

not consider the effects that such adverse changes may have on overall 

economic  activity, nor do they consider additional actions management 

may   take  to  mitigate  the  Company's  exposure  to  such  changes. 

Therefore,  actual results may differ.  The Company does not  hold  or 

issue derivative financial instruments for trading purposes. 

 

Aircraft Fuel   The Company's earnings are affected by changes in  the 

price  and  availability of aircraft fuel.   In  order  to  provide  a 

measure of control over price and supply, the Company trades and ships 

fuel  and  maintains  fuel storage facilities to  support  its  flight 



operations.   The Company also manages the price risk  of  fuel  costs 

primarily  by  using  jet fuel, heating oil,  and  crude  oil  hedging 

contracts.   Market  risk  is estimated as a hypothetical  10  percent 

increase  in  the March 31, 2006 cost per gallon of  fuel.   Based  on 

projected  2006 and 2007 fuel usage through March 31,  2007,  such  an 

increase  would  result  in an increase to aircraft  fuel  expense  of 

approximately $496 million in the twelve months ended March 31,  2007, 

inclusive   of   the  impact  of  effective  fuel  hedge   instruments 

outstanding at March 31, 2006, and assumes the Company's fuel  hedging 

program  remains  effective under Statement  of  Financial  Accounting 

Standards No. 133, "Accounting for Derivative Instruments and  Hedging 

Activities".  Comparatively, based on projected 2006 fuel usage,  such 

an  increase  would  have  resulted in an increase  to  aircraft  fuel 

expense  of  approximately $477 million in  the  twelve  months  ended 

December  31, 2006, inclusive of the impact of fuel hedge  instruments 

outstanding  at  December  31, 2005.  The change  in  market  risk  is 

primarily due to the increase in fuel prices. 

 

Ineffectiveness  is  inherent  in hedging  jet  fuel  with  derivative 

positions  based in crude oil or other crude oil related  commodities. 

As  required  by Statement of Financial Accounting Standard  No.  133, 

"Accounting  for  Derivative Instruments and Hedging Activities",  the 

Company  assesses, both at the inception of each hedge and on  an  on- 

going  basis,  whether the derivatives that are used  in  its  hedging 

transactions are highly effective in offsetting changes in cash  flows 

of  the  hedged  items.  The  Company  discontinues  hedge  accounting 

prospectively if it determines that a derivative is no longer expected 

to  be highly effective as a hedge or if it decides to discontinue the 

hedging  relationship.   As  a result of its  quarterly  effectiveness 

assessment,  the  Company determined that certain of  its  derivatives 

settling  during the remainder of 2006 are no longer  expected  to  be 

highly  effective  in  offsetting  changes  in  forecasted  jet   fuel 

purchases.   As a result, effective on January 1, 2006, all subsequent 

changes  in  the  fair value of those particular hedge  contracts  are 

being  recognized  directly  in Miscellaneous-net  rather  than  being 

deferred in Accumulated other comprehensive loss. Such amount  is  not 

expected to be material. Hedge accounting will continue to be  applied 

to  derivatives used to hedge forecasted jet fuel purchases  that  are 

expected to remain highly effective. 

 

As  of  March  31,  2006, the Company had effective hedges,  including 

option contracts and collars, covering approximately 15 percent of its 

estimated remaining 2006 fuel requirements and an insignificant amount 

of its estimated fuel requirements thereafter.  The consumption hedged 

for  the  remainder  of  2006  is  capped  at  an  average  price   of 

approximately  $58  per barrel of crude oil.  A deterioration  of  the 

Company's  financial  position could negatively affect  the  Company's 

ability to hedge fuel in the future. 
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Item 4.  Controls and Procedures 

 

The term "disclosure controls and procedures" is defined in Rules 13a- 

15(e)  and  15d-15(e) of the Securities Exchange Act of 1934,  or  the 

Exchange  Act.  This term refers to the controls and procedures  of  a 

company  that are designed to ensure that information required  to  be 

disclosed by a company in the reports that it files under the Exchange 

Act  is  recorded, processed, summarized and reported within the  time 

periods  specified  by  the  Securities and  Exchange  Commission.  An 

evaluation   was  performed  under  the  supervision  and   with   the 

participation  of  the  Company's  management,  including  the   Chief 

Executive  Officer  (CEO) and Chief Financial Officer  (CFO),  of  the 

effectiveness  of the Company's disclosure controls and procedures  as 

of   March   31,  2006.   Based  on  that  evaluation,  the  Company's 

management,  including the CEO and CFO, concluded that  the  Company's 

disclosure  controls and procedures were effective  as  of  March  31, 

2006. During the quarter ending on March 31, 2006, there was no change 

in  the  Company's internal control over financial reporting that  has 

materially affected, or is reasonably likely to materially affect, the 

Company's internal control over financial reporting. 
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PART II:  OTHER INFORMATION 

 



Item 1.  Legal Proceedings 

 

On  July  26, 1999, a class action lawsuit was filed, and in  November 

1999 an amended complaint was filed, against AMR, American, AMR Eagle, 

Airlines Reporting Corporation, and the Sabre Group Holdings, Inc.  in 

the  United  States  District  Court  for  the  Central  District   of 

California,  Western  Division (Westways World  Travel,  Inc.  v.  AMR 

Corp., et al.).  The lawsuit alleges that requiring travel agencies to 

pay  debit  memos to American for violations of American's fare  rules 

(by  customers  of  the agencies):  (1) breaches the  Agent  Reporting 

Agreement   between  American  and  AMR  Eagle  and  the   plaintiffs; 

(2)  constitutes  unjust  enrichment; and (3) violates  the  Racketeer 

Influenced and Corrupt Organizations Act of 1970 (RICO).  On  July  9, 

2003,  the  court certified a class that included all travel  agencies 

who  have been or will be required to pay money to American for  debit 

memos  for  fare rules violations from July 26, 1995 to  the  present. 

The  plaintiffs sought to enjoin American from enforcing  the  pricing 

rules  in  question and to recover the amounts paid for  debit  memos, 

plus  treble damages, attorneys' fees and costs. On February 24, 2005, 

the   court  decertified  the  class.   The  claims  against  Airlines 

Reporting Corporation have been dismissed, and in September 2005,  the 

Court  granted Summary Judgment in favor of the Company and all  other 

defendants.   Plaintiffs have filed an appeal  to  the  United  States 

Court of Appeals for the Ninth Circuit.  Although the Company believes 

that  the  litigation is without merit, a final adverse court decision 

could  impose restrictions on the Company's relationships with  travel 

agencies, which could have a material adverse impact on the Company. 

 

Between  April 3, 2003 and June 5, 2003, three lawsuits were filed  by 

travel  agents  some of whom opted out of a prior  class  action  (now 

dismissed) to pursue their claims individually against American, other 

airline defendants, and in one case against certain airline defendants 

and  Orbitz LLC.  (Tam Travel et. al., v. Delta Air Lines et. al.,  in 

the  United  States  District  Court  for  the  Northern  District  of 

California  -  San  Francisco (51 individual agencies),  Paula  Fausky 

d/b/a  Timeless  Travel v. American Airlines, et. al,  in  the  United 

States  District  Court  for the Northern  District  of  Ohio  Eastern 

Division  (29 agencies) and Swope Travel et al. v. Orbitz et.  al.  in 

the  United States District Court for the Eastern District  of  Texas, 

Beaumont  Division (6 agencies)).  Collectively, these  lawsuits  seek 

damages  and  injunctive  relief alleging  that  the  certain  airline 

defendants and Orbitz LLC: (i) conspired to prevent travel agents from 

acting as effective competitors in the distribution of airline tickets 

to  passengers  in  violation of Section 1 of the Sherman  Act;   (ii) 

conspired to monopolize the distribution of common carrier air  travel 

between airports in the United States in violation of Section 2 of the 

Sherman  Act; and that (iii) between 1995 and the present, the airline 

defendants  conspired to reduce commissions paid to U.S.-based  travel 

agents in violation of Section 1 of the Sherman Act. These cases  have 

been consolidated in the United States District Court for the Northern 

District  of Ohio, Eastern Division.  American is vigorously defending 

these  lawsuits.  A final adverse court decision awarding  substantial 

money  damages  or placing restrictions on the Company's  distribution 

practices would have a material adverse impact on the Company. 

 

On  August  19, 2002, a class action lawsuit seeking monetary  damages 

was  filed, and on May 7, 2003, an amended complaint was filed in  the 

United  States District Court for the Southern District  of  New  York 

(Power Travel International, Inc. v. American Airlines, Inc., et  al.) 

against  American,  Continental  Airlines,  Delta  Air  Lines,  United 

Airlines, and Northwest Airlines, alleging that American and the other 

defendants breached their contracts with the agency and were  unjustly 

enriched  when  these  carriers at various times  reduced  their  base 

commissions to zero.  The as yet uncertified class includes all travel 

agencies accredited by the Airlines Reporting Corporation "whose  base 

commissions on airline tickets were unilaterally reduced to  zero  by" 

the  defendants.   The  claims  against  Delta  Air  Lines  have  been 

dismissed, and the case is stayed as to United Airlines and  Northwest 

Airlines  since  they  filed for bankruptcy.  American  is  vigorously 

defending  the  lawsuit.   Although  the  Company  believes  that  the 

litigation  is without merit, a final adverse court decision  awarding 

substantial  money  damages  or forcing  the  Company  to  pay  agency 

commissions would have an adverse impact on the Company. 
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Miami-Dade   County  (the  County)  is  currently  investigating   and 

remediating   various   environmental   conditions   at   the    Miami 

International Airport (MIA) and funding the remediation costs  through 

landing  fees  and  various cost recovery methods.  American  and  AMR 



Eagle  have  been named as potentially responsible parties (PRPs)  for 

the  contamination  at MIA.  During the second quarter  of  2001,  the 

County  filed a lawsuit against 17 defendants, including American,  in 

an  attempt  to recover its past and future cleanup costs  (Miami-Dade 

County, Florida v. Advance Cargo Services, Inc., et al. in the Florida 

Circuit  Court). The Company is vigorously defending the lawsuit.   In 

addition to the 17 defendants named in the lawsuit, 243 other agencies 

and  companies  were  also  named as  PRPs  and  contributors  to  the 

contamination.  The case is currently stayed while the parties  pursue 

an  alternative dispute resolution process.  The County  has  proposed 

draft  allocation models for remedial costs for the Terminal and  Tank 

Farm  areas  of  MIA.  While it is anticipated that American  and  AMR 

Eagle  will  be  allocated equitable shares  of  remedial  costs,  the 

Company  does  not  expect the allocated amounts to  have  a  material 

adverse effect on the Company. 

 

Four  cases  (each  being a purported class action)  have  been  filed 

against American arising from the disclosure of passenger name records 

by  a vendor of American.  The cases are:  Kimmell v. AMR, et al.  (U. 

S.  District  Court, Texas), Baldwin v. AMR, et al.  (U.  S.  District 

Court,  Texas),  Rosenberg v. AMR, et al. (U. S. District  Court,  New 

York)  and  Anapolsky v. AMR, et al. (U.S. District Court, New  York). 

The  Kimmell  suit was filed in April 2004. The Baldwin and  Rosenberg 

cases  were  filed  in  May  2004. The Anapolsky  suit  was  filed  in 

September  2004.  The suits allege various causes of action, including 

but  not  limited  to,  violations of  the  Electronic  Communications 

Privacy  Act,  negligent  misrepresentation, breach  of  contract  and 

violation  of  alleged  common law rights of privacy.   In  each  case 

plaintiffs  seek  statutory  damages  of  $1000  per  passenger,  plus 

additional  unspecified  monetary damages.  The  Court  dismissed  the 

cases  but  allowed leave to amend, and the plaintiffs in the  Kimmell 

and  Rosenberg cases filed amended complaints on June 24,  2005.   The 

Company is vigorously defending these suits and believes the suits are 

without  merit.  However,  a  final adverse  court  decision  awarding 

substantial money damages would have a material adverse impact on  the 

Company. 

 

American  is  defending two lawsuits, filed as class actions  but  not 

certified  as such, arising from allegedly improper failure to  refund 

certain governmental taxes and fees collected by the Company upon  the 

sale  of  nonrefundable tickets when such tickets  are  not  used  for 

travel.   In  Harrington  v. Delta Air Lines,  Inc.,  et  al.,  (filed 

November 24, 2004 in the United States District Court for the District 

of  Massachusetts),  the  plaintiffs seek unspecified  actual  damages 

(trebled),   declaratory  judgment,  injunctive  relief,  costs,   and 

attorneys' fees.  The suits assert various causes of action, including 

breach of contract, conversion, and unjust enrichment against American 

and   numerous  other  airline  defendants.   Additionally,  the  same 

attorneys representing the Harrington plaintiffs have filed a qui  tam 

suit  entitled  Teitelbaum v. Alaska Airlines, et  al.   American  was 

notified it is a defendant in this case in December 2005.  This  case, 

also  pending in the United States District Court for the District  of 

Massachusetts, asserts essentially the same claims (but  also  asserts 

that the United States has been damaged) and requests essentially  the 

same relief on behalf of the United States.  The Company is vigorously 

defending the suits and believes them to be without merit.  However, a 

final adverse court decision requiring the Company to refund collected 

taxes and/or fees could have a material adverse impact on the Company. 

 

On  March  11,  2004, a patent infringement lawsuit was filed  against 

AMR,  American, AMR Eagle Holding Corporation, and American  Eagle  in 

the  United  States District Court for the Eastern District  of  Texas 

(IAP  Intermodal,  L.L.C.  v.  AMR  Corp.,  et  al.).  The  case   was 

consolidated  with eight similar lawsuits filed against  a  number  of 

other unaffiliated airlines, including Continental, Northwest, British 

Airways,  Air  France,  Pinnacle Airlines, Korean  Air  and  Singapore 

Airlines  (as  well as various regional affiliates of the  foregoing). 

The  plaintiff  alleges  that the airline  defendants  infringe  three 

patents,  each  of  which relates to a system of  scheduling  vehicles 

based  on freight and passenger transportation requests received  from 

remote  computer terminals.  The plaintiff is seeking past and  future 

royalties  of over $30 billion dollars, injunctive relief,  costs  and 

attorneys'  fees. On September 7, 2005, the court issued a  memorandum 

opinion that interpreted disputed terms in the patents.  The plaintiff 

dismissed  its  claims without prejudice to its right  to  appeal  the 

September  7,  2005  opinion, and the plaintiff is  pursuing  such  an 

appeal. Although the Company believes that the plaintiff's claims  are 

without merit and is vigorously defending the lawsuit, a final adverse 

court  decision awarding substantial money damages or placing material 

restrictions  on existing scheduling practices would have  a  material 

adverse impact on the Company. 
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On  July  12,  2004, a consolidated class action complaint,  that  was 

subsequently amended on November 30, 2004, was filed against  American 

and  the  Association  of Professional Flight Attendants  (APFA),  the 

Union  which  represents  the  Company's  flight  attendants  (Ann  M. 

Marcoux,  et  al.,  v. American Airlines Inc., et al.  in  the  United 

States  District Court for the Eastern District of New York). While  a 

class  has not yet been certified, the lawsuit seeks on behalf of  all 

of  American's flight attendants or various subclasses to  set  aside, 

and  to  obtain  damages  allegedly resulting  from,  the  April  2003 

Collective  Bargaining  Agreement referred  to  as  the  Restructuring 

Participation  Agreement  (RPA).  The  RPA  was  one  of  three  labor 

agreements the Company successfully reached with its unions  in  order 

to  avoid  filing for bankruptcy in 2003.  In a related  case  (Sherry 

Cooper, et al. v. TWA Airlines, LLC, et al., also in the United States 

District Court for the Eastern District of New York), the court denied 

a preliminary injunction against implementation of the RPA on June 30, 

2003.  The  Marcoux suit alleges various claims against the Union  and 

American relating to the RPA and the ratification vote on the  RPA  by 

individual Union members, including: violation of the Labor Management 

Reporting  and Disclosure Act (LMRDA) and the APFA's Constitution  and 

By-laws, violation by the Union of its duty of fair representation  to 

its  members,  violation by the Company of provisions of  the  Railway 

Labor  Act  (RLA) through improper coercion of flight attendants  into 

voting or changing their vote for ratification, and violations of  the 

Racketeer Influenced and Corrupt Organizations Act of 1970 (RICO).  On 

March 28, 2006, the district court dismissed all of various state  law 

claims  against  the Company, all but one of the LMRDA claims  against 

the  APFA  ,  and   the claimed violations of RICO.  This  leaves  the 

claimed  violations  of  the RLA and the duty of  fair  representation 

against the Company and the APFA (as well as one  LMRDA claim and  one 

claim  against  the  APFA  of  a breach of  the  union  constitution). 

Although the Company believes the case against it is without merit and 

both the Company and the Union are vigorously defending the lawsuit, a 

final  adverse  court  decision  invalidating  the  RPA  and  awarding 

substantial money damages would have a material adverse impact on  the 

Company. 

 

On  February  14,  2006, the Antitrust Division of the  United  States 

Department of Justice (the "DOJ") served the Company with a grand jury 

subpoena  as  part of an ongoing investigation into possible  criminal 

violations  of the antitrust laws by certain domestic and foreign  air 

cargo  carriers. At this time, the Company does not believe  it  is  a 

target  of the DOJ investigation.  The New Zealand Commerce Commission 

notified   the  Company  on  February  17,  2006  that  it   is   also 

investigating  whether the Company and certain  other  cargo  carriers 

entered   into  agreements  relating  to  fuel  surcharges,   security 

surcharges, war risk surcharges, and customs clearance surcharges.  On 

February  22,  2006,  the Company received a  letter  from  the  Swiss 

Competition  Commission  informing  the  Company  that   it   too   is 

investigating  whether the Company and certain  other  cargo  carriers 

entered   into  agreements  relating  to  fuel  surcharges,   security 

surcharges,  war  risk  surcharges, and customs clearance  surcharges. 

The  Company intends to cooperate fully with these investigations.  In 

the  event  that these investigations uncover violations of  the  U.S. 

antitrust  laws  or  the competition laws of some other  jurisdiction, 

such  findings  and related legal proceedings could  have  a  material 

adverse impact on the Company. 
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Approximately 25 purported class action lawsuits (Animal Land, Inc. v. 

Air  Canada et al. filed in the United States District Court  for  the 

Eastern  District  of  New York on February 17, 2006;  Joan  Adams  v. 

British  Airways et al. filed in the United States District Court  for 

the   Eastern  District  of  New  York  on  February  22,  2006;  Rock 

International  Transport  v. Air Canada et al.  filed  in  the  United 

States District Court for the Eastern District of New York on February 

24,  2006; Helen's Wooden Crafting Co. v. Air Canada et al.  filed  in 

the  United States District Court for the Eastern District of New York 

on  February 24, 2006; ABM Int'l, Inc. v. Ace Aviation Holdings,  Inc. 

et  al.  filed  in  the United States District Court for  the  Eastern 

District  of  New York on February 28, 2006; Blumex USA, Inc.  v.  Air 

Canada  et  al.  filed  in the United States District  Court  for  the 

Northern District of Illinois on March 1, 2006; Mamlaka Video  v.  Air 



Canada  et  al.  filed  in the United States District  Court  for  the 

Eastern District of New York on March 3, 2006; Spraying Systems Co. v. 

ACE Aviation Holdings, Inc. et al. filed in the United States District 

Court  for the Eastern District of New York on March 3, 2006; Mitchell 

Spitz  v.  Air  France-KLM et al. filed in the United States  District 

Court  for  the  Eastern District of New York on March  6,  2006;  JCK 

Industries,  Inc. v. British Airways, PLC et al. filed in  the  United 

States District Court for the Eastern District of New York on March 6, 

2006;  Marc  Seligman v. Air Canada et al. filed in the United  States 

District Court for the Southern District of Florida on March 6,  2006; 

CID  Marketing and Promotion Inc. v. AMR Corporation et al.  filed  in 

the  United  States  District  Court  for  the  Eastern  District   of 

Pennsylvania on March 7, 2006; Lynn Culver v. Air Canada et al.  filed 

in  the  United States District Court for the District of Columbia  on 

March 8, 2006; JSL Carpet Corp. v. ACE Aviation Holdings, Inc. et  al. 

filed in the United States District Court for the Eastern District  of 

New  York  on March 10, 2006; Y. Hata & Co, Ltd. v. Air France-KLM  et 

al.  filed  in  the  United States District  Court  for  the  Northern 

District of California on March 13, 2006; FTS International Express v. 

ACE Aviation Holdings, Inc. et al. filed in the United States District 

Court  for the District of Columbia on March 15, 2006; Thule, Inc.  v. 

Air  Canada et al. filed in the United States District Court  for  the 

Eastern  District of New York on March 28, 2006; Rosetti Handbags  and 

Accessories, Ltd. v. Air France ADS et al. filed in the United  States 

District Court for the Eastern District of New York on March 31, 2006; 

W.I.T.  Entertainment Inc. v. AMR Corporation  et  al.  filed  in  the 

United  States District Court for the Southern District of Florida  on 

April  3, 2006; Jeff Rapps v. British Airways PLC et al. filed in  the 

United  States District Court for the Eastern District of New York  on 

April  7,  2006;  Funke Design Build, Inc. v. AMR Corporation  et  al. 

filed in the United States District Court for the Northern District of 

Illinois on April 7, 2006; Sul-American Export Inc. v. Air France  ADS 

et  al.  filed  in  the United States District Court for  the  Eastern 

District  of  New  York on April 7, 2006; La Regale  Ltd.  v.  British 

Airways  PLC et al. filed in the Untied States District Court for  the 

Eastern District of New York on April 12, 2006; J.A. Transport Inc. v. 

ACE Aviation Holdings, Inc. et al. filed in the United States District 

Court  for the District of Columbia on April 12, 2006; and Caribe  Air 

Cargo,  Inc. v. ACE Aviation Holdings, Inc. et al. filed in the United 

States District Court for the District of Columbia on April 13,  2006) 

have  been filed against the Company and certain foreign and  domestic 

air carriers alleging that the defendants violated U.S. antitrust laws 

by  illegally  conspiring  to  set  prices  and  surcharges  on  cargo 

shipments.  These cases are expected to be consolidated in an  as  yet 

undetermined  court together with approximately 33 other class  action 

lawsuits  in  which  the Company has not been named  as  a  defendant. 

Plaintiffs  are  seeking trebled money damages and injunctive  relief. 

American  will vigorously defend these lawsuits; however, any  adverse 

judgment could have a material adverse impact on the Company. 
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Item 5.  Other Information 

 

American  has  announced a pay plan, funded at 1.5  percent  of  base 

salaries, for all American employees on U.S. payroll, to be effective 

May  1,  2006.   On  April 19, 2006, the Board approved  1.5  percent 

increases  in the base salaries for officers (including the executive 

officers of AMR and American), to be effective May 1, 2006. 

 

Item 6.  Exhibits 

 

The following exhibits are included herein: 

 

10      Amended and Restated Credit Agreement Dated March 27, 2006 

 

12      Computation of ratio of earnings to fixed charges for the  three 

        months ended March 31, 2006 and 2005. 

 

31.1    Certification of Chief Executive Officer pursuant to  Rule  13a- 14(a). 

 

31.2    Certification of Chief Financial Officer pursuant to  Rule  13a- 14(a). 

 

32      Certification pursuant to Rule 13a-14(b) and section 906 of  the 

        Sarbanes-Oxley Act of 2002 (subsections (a) and (b) of section 1350, 

        chapter 63 of title 18, United States Code). 
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Signature 

 

Pursuant to the requirements of the Securities Exchange Act of  1934, 

the registrant has duly caused this report to be signed on its behalf 

by the undersigned thereunto duly authorized. 

 

 

                               AMERICAN AIRLINES, INC. 

 

 

 

 

Date:  April 20, 2006          BY: /s/ Thomas W. Horton 

                               Thomas W. Horton 

                               Executive  Vice  President and Chief 

                               Financial Officer 

                               (Principal Financial and Accounting Officer) 

 

 

 

                                   -22- 



 

 

 

 

 

              AMENDED AND RESTATED CREDIT AGREEMENT 

                   dated as of March 27, 2006 

 

                              Among 

 

                    AMERICAN AIRLINES, INC., 

                          as Borrower, 

 

                        AMR CORPORATION, 

                      as Parent Guarantor, 

 

                       CITICORP USA, INC., 

                    as Administrative Agent, 

 

                   JPMORGAN CHASE BANK, N.A., 

                      as Syndication Agent, 

 

                               and 

 

                the Other Lenders Party Thereto. 

 

 

 

 CITIGROUP GLOBAL MARKETS INC. and J.P. MORGAN SECURITIES INC., 

 

     as Joint Lead Arrangers and Joint Book-Running Managers 
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              AMENDED AND RESTATED CREDIT AGREEMENT 

 

          AMENDED    AND   RESTATED   CREDIT   AGREEMENT    (this 

"Agreement") dated as of March 27, 2006 among American  Airlines, 

Inc., a Delaware corporation (the "Borrower"), AMR Corporation, a 

Delaware   corporation  ("AMR"),  the  Lenders  (as   hereinafter 

defined)  signatories  hereto, Citicorp USA,  Inc.  ("CUSA"),  as 

Administrative  Agent  (the "Agent") for  the  Lenders,  JPMorgan 

Chase  Bank, N.A., as Syndication Agent (the "Syndication Agent") 

and  Citigroup  Global  Markets Inc. and J.P.  Morgan  Securities 

Inc.,  as  Joint  Lead Arrangers and Joint Book-Running  Managers 

(collectively, the "Lead Arrangers"). 

 

          PRELIMINARY STATEMENTS: 

 

     (1)  The Borrower, AMR, certain banks, financial institutions 

and other  institutional  lenders from time  to  time  party  thereto 

(collectively, the "Pre-Amendment Lenders"), the  Agent  and  the 

Syndication Agent have entered into a Credit Agreement  dated  as 

of  December 17, 2004 (such Credit Agreement, as so amended prior 

to   the   Restatement  Effective  Date,  the  "Existing   Credit 

Agreement";   capitalized  terms  used   in   these   Preliminary 

Statements  but  not otherwise defined shall be  used  herein  as 

defined in this Agreement). 

 

     (2)  The Borrower desires to (i) increase the aggregate amount of 

the  Term  Commitment to $448,000,000, (ii) reduce the  aggregate 

amount  of the Revolving Credit Commitments to $325,000,000,  and 

(iii)  refinance (a) outstanding Term Advances under the Existing 

Credit  Agreement with a new class of Term 1 Advances under  this 

Agreement and (b) outstanding Revolving Credit Advances under the 

Existing Credit Agreement with a new class of Revolving Credit  1 

Advances  under this Credit Agreement and with a portion  of  the 

new class of Term 1 Advances. 

 

     (3) Each Term Lender who executes and delivers this Agreement 

shall  be  deemed, upon the Restatement Effective Date,  to  have 

exchanged  its  Term  Commitment and Term  Advances  (which  Term 

Commitment   and  Term  Advances  shall  thereafter   be   deemed 

terminated and deemed repaid and refinanced in full) for a Term 1 

Commitment  in the same aggregate principal amount as  such  Term 

Lender's Term Commitment, as so terminated, and a Term 1  Advance 

in the same aggregate principal amount as such Term Lender's Term 

Advance,  as  so  repaid, and such Term Lender  shall  thereafter 

become a Term 1 Lender. 

 

     (4) Each Revolving Credit Lender who executes and delivers this 

Agreement  shall be deemed, upon the Restatement Effective  Date, 

to  have  exchanged its Revolving Credit Commitment and Revolving 

Credit  Advance (which Revolving Credit Commitment and  Revolving 

Credit  Advance shall thereafter be deemed terminated and  deemed 

repaid  and  refinanced  in  full)  for  a  Revolving  Credit   1 

Commitment  in an amount equal to such Revolving Credit  Lender's 

Exchange  Ratio times the aggregate amount of Revolving Credit  1 

Commitments  and a Revolving Credit 1 Advance in an amount  equal 

to  such  Revolving  Credit  Lender's Exchange  Ratio  times  the 

aggregate principal amount of Revolving Credit 1 Advances made on 

the  Restatement Effective Date, and such Revolving Credit Lender 

shall thereafter become a Revolving Credit 1 Lender. 



 

     (5) Each Person who executes and delivers this Agreement as an 

Additional Term 1 Lender will make, on the Restatement Effective 

Date, a Term 1 Advance to the Borrower, the proceeds of which 

will be used by the Borrower (i) to refinance in full the 

outstanding principal amount of Term Advances of Term Lenders, if 

any, who do not execute and deliver this Agreement, it being 

understood that, prior to the Restatement Effective Date, an 

Additional Term 1 Lender may be a Term Lender, and (ii) if 

necessary, to refinance in part the outstanding principal amount 

of Revolving Credit Advances of Revolving Credit Lenders. 

 

     (6) Each Person who executes and delivers this Agreement as an 

Additional Revolving Credit 1 Lender will make, on the 

Restatement Effective Date, a Revolving Credit 1 Advance to the 

Borrower, the proceeds of which will be used by the Borrower to 

refinance in full the outstanding principal amount of Revolving 

Credit Advances of Revolving Credit Lenders, if any, who do not 

execute and deliver this Agreement, it being understood that, 

prior to the Restatement Effective Date, an Additional Revolving 

Credit 1 Lender may be a Revolving Credit Lender. 

 

     (7) On the Restatement Effective Date, the Borrower shall pay to 

each Term Lender and Revolving Credit Lender, as the case may be, 

all accrued and unpaid interest on, respectively, its Term 

Advance and Revolving Credit Advance, to but excluding the 

Restatement Effective Date. 

 

     (8) Citigroup Global Markets Inc. and J.P. Morgan Securities 

Inc. shall act as Joint Lead Arrangers and Joint Book-Running 

Managers for this Agreement. 

 

     (9) The Borrower, AMR, the Pre-Amendment Lenders signatory 

hereto, the Additional Term 1 Lenders, the Additional Revolving 

Credit 1 Lenders, the Agent and the Syndication Agent have agreed 

to amend and restate the Existing Credit Agreement in its 

entirety to read as set forth in this Amended and Restated Credit 

Agreement. 

 

          NOW THEREFORE, in consideration of the mutual covenants 

and  agreements herein contained, the parties hereto covenant and 

agree as follows: 

 

                            ARTICLE I 

 

                DEFINITIONS AND ACCOUNTING TERMS 

 

          SECTION 1.01.  Certain Defined Term.  As used in this 

Agreement, the following terms shall have   the  following  meanings 

(such  meanings  to  be  equally applicable  to both the singular 

and plural forms  of  the  terms defined): 

 

          "AA    Collateral"   means,   collectively,   (a)   the 

     "Collateral"  as  such  term  is  defined  in  the  Aircraft 

     Security Agreement and (b) the "Collateral" as such term  is 

     defined  in  the SGR Security Agreement (it being understood 

     that "Collateral" under the SGR Security Agreement shall, in 

     any  case  for  purposes of this Agreement, consist  of  the 

     Narita Collateral). 

 

          "Additional Revolving Credit 1 Advance" has the meaning 

     specified in Section 2.01(b)(iii). 
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          "Additional Revolving Credit 1 Commitment" means,  with 

     respect  to  an  Additional Revolving Credit 1  Lender,  the 

     commitment of such Additional Revolving Credit 1  Lender  to 

     make Additional Revolving Credit 1 Advances beginning on the 

     Restatement Effective Date, in an amount set forth  next  to 

     the name of such Additional Revolving Credit 1 Lender in the 

     Register  on the Restatement Effective Date.  The  aggregate 

     amount  of  the  Additional Revolving Credit  1  Commitments 

     shall  equal  an  amount  equal to the  excess  of  (i)  the 

     aggregate Revolving Credit Commitments in effect immediately 

     prior  to  the Restatement Effective Date minus $200,000,000 

     over  (ii)  the  aggregate  amount  of  Revolving  Credit  1 

     Commitments of the Revolving Credit Lenders that execute and 

     deliver  this  Agreement  on or  prior  to  the  Restatement 

     Effective Date. 



 

          "Additional Revolving Credit 1 Lender" means  a  Person 

     with  an  Additional Revolving Credit 1 Commitment  to  make 

     Additional  Revolving  Credit 1  Advances  to  the  Borrower 

     beginning  on  the  Restatement  Effective  Date,  it  being 

     understood that an Additional Revolving Credit 1 Lender  may 

     be a Revolving Credit Lender. 

 

          "Additional  Term 1 Advance" has the meaning  specified 

     in Section 2.01(a)(ii). 

 

          "Additional Term 1 Commitment" means, with  respect  to 

     an   Additional  Term  1  Lender,  the  commitment  of  such 

     Additional Term 1 Lender to make Additional Term 1  Advances 

     on  the  Restatement Effective Date, in an amount set  forth 

     next  to  the name of such Additional Term 1 Lender  in  the 

     Register  on the Restatement Effective Date.  The  aggregate 

     amount  of the Additional Term 1 Commitments shall equal  an 

     amount  equal to the excess of (i) the sum of the  aggregate 

     principal amount of the Term Facility immediately  prior  to 

     the  Restatement Effective Date plus $200,625,000 over  (ii) 

     the  aggregate  amount  of Term 1 Commitments  of  the  Term 

     Lenders that execute and deliver this Agreement on or  prior 

     to the Restatement Effective Date. 

 

          "Additional  Term  1 Lender" means  a  Person  with  an 

     Additional  Term  1  Commitment to make  Additional  Term  1 

     Advances to the Borrower on the Restatement Effective  Date, 

     it  being understood that an Additional Term 1 Lender may be 

     a Term Lender. 

 

          "Advance" means a Term 1 Advance or a Revolving  Credit 

     1 Advance. 

 

          "Affiliate"  means, as to any Person, any other  Person 

     that, directly or indirectly, controls, is controlled by  or 

     is  under common control with such Person.  For purposes  of 

     this  definition,  the term "control" (including  the  terms 

     "controlling",  "controlled by" and  "under  common  control 

     with") of a Person means the possession, direct or indirect, 

     of  the  power  to  direct or cause  the  direction  of  the 

     management and policies of such Person, whether through  the 

     ownership of Voting Interests, by contract or otherwise. 

 

          "Agent"  has  the meaning specified in the  recital  of 

     parties to this Agreement. 

 

          "Agent's  Account"  means  the  account  of  the  Agent 

     maintained by the Agent at Citibank, N.A., at its office  at 

     388  Greenwich Street, New York, New York 10013, Account No. 

     36852248, ABA #021000089, Account Name: Medium Term Finance, 
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     Reference:  American Airlines, or such other account of  the 

     Agent  as is designated in writing from time to time by  the 

     Agent to the Borrower and the Lenders for such purpose. 

 

          "Aggregate  Collateral Value" means, at any  time,  the 

     sum of (without duplication): 

 

          (a)  with respect to Eligible Aircraft, 50% of the Aircraft 

               Value thereof; and 

 

          (b)  with respect to Eligible Cash Collateral, the Cash 

               Collateral Value thereof; 

 

     provided,  however,  that (i) the Aircraft  Value  of  MD-80 

     Aircraft  constituting  Eligible Aircraft  included  in  the 

     calculation of Aggregate Collateral Value shall  not  exceed 

     30%  of the Aircraft Value of the Eligible Aircraft at  such 

     time,  (ii)  the  Aircraft  Value of  Eligible  Aircraft  in 

     Temporary  Storage included in the calculation of  Aggregate 

     Collateral Value shall not exceed 10% of the Aircraft  Value 

     of  the Eligible Aircraft at such time and (iii) there shall 

     be  excluded  from  the calculation of Aggregate  Collateral 

     Value any Aircraft in Deep Storage. 

 

          "Agreement"   has   the  meaning   specified   in   the 

     introductory paragraph hereto. 

 



          "Agreement  Value" means, for each Hedge Agreement,  on 

     any date of determination, an amount determined by the Agent 

     equal  to:   (a) in the case of a Hedge Agreement documented 

     pursuant   to   the  Master  Agreement  (Multicurrency-Cross 

     Border)  published by the International Swap and Derivatives 

     Association, Inc. (the "Master Agreement"), the  amount,  if 

     any,  that would be payable by any Loan Party or any of  its 

     Subsidiaries to its counterparty to such Hedge Agreement, as 

     if  (i)  such Hedge Agreement was being terminated early  on 

     such  date  of  determination,  (ii)  such  Loan  Party   or 

     Subsidiary  was  the sole "Affected Party",  and  (iii)  the 

     Agent  was  the  sole party determining such payment  amount 

     (with  the Agent making such determination pursuant  to  the 

     provisions of the form of Master Agreement); (b) in the case 

     of  a  Hedge  Agreement traded on an exchange, the  mark-to- 

     market  value  of such Hedge Agreement, which  will  be  the 

     unrealized loss on such Hedge Agreement to the Loan Party or 

     Subsidiary  of  a  Loan Party party to such Hedge  Agreement 

     determined  by  the Agent based on the settlement  price  of 

     such  Hedge Agreement on such date of determination; or  (c) 

     in  all other cases, the mark-to-market value of such  Hedge 

     Agreement,  which will be the unrealized loss on such  Hedge 

     Agreement  to the Loan Party or Subsidiary of a  Loan  Party 

     party to such Hedge Agreement determined by the Agent as the 

     amount, if any, by which (i) the present value of the future 

     cash  flows  to  be  paid by such Loan Party  or  Subsidiary 

     exceeds  (ii) the present value of the future cash flows  to 

     be  received  by such Loan Party or Subsidiary  pursuant  to 

     such  Hedge  Agreement;  capitalized  terms  used  and   not 

     otherwise  defined  in  this  definition  shall   have   the 

     respective meanings set forth in the above described  Master 

     Agreement. 

 

          "Aircraft" means at any time, the Airframes and Engines 

     set  forth on Schedule 1 to the Aircraft Security Agreement, 

     as  supplemented or amended from time to time in  accordance 

     with Section 5.01(n), including from and after the Effective 

     Date,  the  Airframes and Engines described in the  Security 

     Agreement Supplement originally executed and delivered under 
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     the Aircraft Security Agreement and any Replacement Airframe 

     or  Replacement  Engine substituted for  any  collateral  in 

     accordance with Section 5.01(n), whether or not, in the case 

     of  any  such  Engines, such initial Engines or  Replacement 

     Engines  may from time to time be installed on such Airframe 

     or  installed  on any other airframe or any other  aircraft. 

     The term "Aircraft" shall include any Replacement Aircraft. 

 

          "Aircraft   Security  Agreement"  means  the   aircraft 

     security agreement in substantially the form of Exhibit D to 

     the  Existing  Credit Agreement, together  with  each  other 

     security   agreement   and  security  agreement   supplement 

     delivered  from time to time pursuant to Section 5.01(n)  of 

     the Existing Credit Agreement or Section 5.01(n) hereof,  in 

     each case as amended. 

 

          "Aircraft  Value" means, at any time, with  respect  to 

     any  Aircraft, the current market value, as reflected in the 

     Appraisal  Report then most recently delivered to the  Agent 

     with respect to such Aircraft. 

 

          "Airframe" means (a) each of the Unencumbered  Stage  3 

     Aircraft  (except the Engines or engines from time  to  time 

     installed  thereon) listed on Schedule  1  to  the  Aircraft 

     Security Agreement, as supplemented or amended from time  to 

     time in accordance with Section 5.01(n) and (b) any and  all 

     Parts so long as the same shall be incorporated or installed 

     in or attached to such aircraft. 

 

          "AMR"  has  the  meaning specified in  the  recital  of 

     parties to this Agreement. 

 

          "AMR Collateral" means the "Collateral" as such term is 

     defined in the Pledge Agreement. 

 

          "AMR  Subsidiary" means any corporation  of  which  AMR 

     owns  or controls, directly or indirectly, more than 50%  of 

     the Voting Interests. 

 



          "Applicable Lending Office" means, with respect to each 

     Lender, such Lender's Domestic Lending Office in the case of 

     a  Base  Rate  Advance and such Lender's Eurodollar  Lending 

     Office in the case of a Eurodollar Rate Advance. 

 

          "Applicable Margin" means (a) in respect of the Term  1 

     Facility,  3.25%  per annum, in the case of Eurodollar  Rate 

     Advances,  and  2.25% per annum, in the case  of  Base  Rate 

     Advances,  and  (b)  in respect of the  Revolving  Credit  1 

     Facility  a  percentage  per  annum  to  be  determined   by 

     reference to the Pricing Level as set forth below: 
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                   Pricing    Applicable     Applicable 

                    Level     Margin for     Margin for 

                              Eurodollar     Base Rate 

                                 Rate         Advances 

                               Advances 

 

                   Level 1       2.50%         1.50% 

 

                   Level 2       3.00%         2.00% 

 

                   Level 3       3.50%         2.50% 

 

                   Level 4       4.00%         3.00% 

 

          "Appraisal  Report"  means  (a)  with  respect  to  any 

     Aircraft  or Engine, an extended desktop appraisal  prepared 

     by   an  Appraiser,  which  does  not  include  any  on-site 

     inspection  of  such Aircraft or Engine or  its  maintenance 

     records, and which assumes its physical condition is average 

     for  an  aircraft  or engine of its type  and  age  and  its 

     maintenance  time status is at mid-life, mid-time,  and  (b) 

     with  respect to the Narita Collateral, an appraisal  report 

     prepared  by  an Appraiser in form and substance  reasonably 

     satisfactory to the Agent (it being agreed that an Appraisal 

     Report  substantially  in the form of the  Appraisal  Report 

     delivered  on  the  Effective Date shall  be  deemed  to  be 

     reasonably satisfactory to the Agent). 

 

          "Appraiser" means, in the case of Aircraft and Engines, 

     Airclaims  Ltd.,  and in the case of the Narita  Collateral, 

     Simat, Helliesen & Eichner, Inc., or in either case, if  for 

     any  reason such Person ceases or is unable at such time  to 

     provide  an  appraisal  of  the type  set  forth  under  the 

     definition   of   "Appraisal  Report"  (including,   without 

     limitation, by virtue of the fact that such Person ceases to 

     exist),  such other independent appraiser as may be selected 

     by  the  Agent with the reasonable consent of the  Borrower; 

     provided  that  if  the  Agent  fails  to  select  such   an 

     independent appraiser within 5 Business Days after a request 

     by the Borrower to do so, the Borrower may designate such an 

     independent appraiser by notice to the Agent. 

 

          "Appropriate  Lender" means, at any time, with  respect 

     to  either  the  Term 1 Facility or the Revolving  Credit  1 

     Facility,  a  Lender that has a Commitment with  respect  to 

     such Facility at such time. 

 

          "Assignment  and  Acceptance" means an  assignment  and 

     acceptance  entered  into  by  a  Lender  and  an   Eligible 

     Assignee,  and  accepted by the Agent,  in  accordance  with 

     Section  9.07  and in substantially the form  of  Exhibit  C 

     hereto. 

 

          "Bankruptcy  Code" means Chapter 11 of  the  Bankruptcy 

     Code (11 U.S.C.  101 et seq.), as amended or any successor 

     statutes thereto. 

 

          "Base Rate" means a fluctuating interest rate per annum 

     in  effect from time to time, which rate per annum shall  at 

     all times be equal to the highest of: 

 

               (a)  the rate of interest announced publicly by Citibank, 

N.A. in New York, New York, from time to time,as Citibank, N.A.'s base 

rate; 
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               (b)  1/2 of 1% per annum above the Federal Funds Rate; and 

 

               (c)  the sum (adjusted to the nearest 1/4 of 1% or, 

if there is no nearest 1/4 of 1%, to the next higher 1/4 of 1%) of (i) 1/2 of 

1% per annum, plus (ii) the rate obtained by dividing (A) the latest 

three-week moving average of secondary market morning offering 

rates in the United States for three-month certificates of 

deposit of major United States money market banks, such three- 

week moving average (adjusted to the basis of a year of 360 days) 

being determined weekly on each Monday (or, if such day is not a 

Business Day, on the next succeeding Business Day) for the three- 

week period ending on the previous Friday by Citibank, N.A. on 

the basis of such rates reported by certificate of deposit 

dealers to and published by the Federal Reserve Bank of New York 

or, if such publication shall be suspended or terminated, on the 

basis of quotations for such rates received by Citibank, N.A. 

from three New York certificate of deposit dealers of recognized 

standing selected by Citibank, N.A., by (B) a percentage equal to 

100% minus the average of the daily percentages specified during 

such three-week period by the Board of Governors of the Federal 

Reserve System (or any successor) for determining the maximum 

reserve requirement (including, but not limited to, any 

emergency, supplemental or other marginal reserve requirement) 

for Citibank, N.A. with respect to liabilities consisting of or 

including (among other liabilities) three-month U.S. dollar non- 

personal time deposits in the United States, plus (iii) the 

average during such three-week period of the annual assessment 

rates estimated by Citibank, N.A. for determining the then 

current annual assessment payable by Citibank, N.A. to the 

Federal Deposit Insurance Corporation (or any successor) for 

insuring the U.S. dollar deposits of Citibank, N.A. in the United 

States. 

 

          "Base   Rate  Advance"  means  an  Advance  that  bears 

     interest as provided in Section 2.06(a)(i). 

 

          "Benefit  Arrangement" means at any  time  an  employee 

     benefit  plan  within the meaning of Section 3(3)  of  ERISA 

     which  is  not a Plan or a Multiemployer Plan and  which  is 

     maintained or otherwise contributed to by any member of  the 

     ERISA Group. 

 

          "Borrower" has the meaning specified in the recital  of 

     parties to this Agreement. 

 

          "Borrower's Account" means the account of the  Borrower 

     maintained by the Borrower with JPMorgan Chase Bank, N.A. at 

     its  office  at One Chase Plaza, New York, New  York  10081, 

     Account  No.  910-1-019884, or such  other  account  as  the 

     Borrower shall specify in writing to the Agent. 

 

          "Borrowing"  means a Term 1 Borrowing  or  a  Revolving 

     Credit 1 Borrowing. 

 

          "Business  Day" means a day of the year on which  banks 

     are  not required or authorized by law to close in New  York 

     City  and,  if  the applicable Business Day relates  to  any 

     Eurodollar  Rate Advances, on which dealings are carried  on 

     in the London interbank market. 
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          "Cash Collateral Account" has the meaning set forth  in 

     the Aircraft Security Agreement. 

 

          "Cash Collateral Value" means, with respect to any cash 

     and/or  Permitted Investments in or being  deposited  in  or 

     credited  to  the Cash Collateral Account at any  time,  the 

     face value thereof. 

 

          "Cash  Flow Coverage Ratio" means, with respect to  any 

     period,  the ratio of Covenant Cash Flow for such period  to 

     Fixed Charges for such period. 

 

          "Change in Control" means such time as at any time, (i) 

     AMR shall cease to own directly 100% of the Equity Interests 

     in  the  Borrower;  (ii) a "person" or "group"  (within  the 

     meaning of Sections 13(d) and 14(d)(2) of the Exchange Act), 

     other  than  an Employee Benefit Plan or any AMR Subsidiary, 

     shall  become  the "beneficial owner" (as  defined  in  Rule 



     13d-3  under  the Exchange Act), directly or indirectly,  of 

     more  than 25% of the total voting power of all classes then 

     outstanding  of AMR's Voting Interests; (iii)  one  or  more 

     Employee  Benefit  Plans  shall  become  in  aggregate   the 

     "beneficial  owner"  (as defined in  Rule  13d-3  under  the 

     Exchange Act), directly or indirectly, of more than  40%  of 

     the  total  voting power of all classes then outstanding  of 

     AMR's  Voting  Interests or (iv) during  any  period  of  24 

     consecutive months, individuals who at the beginning of such 

     period  constitute AMR's Board of Directors  (together  with 

     any  new director whose election by AMR's Board of Directors 

     or  whose nomination for election by AMR's stockholders  was 

     approved  by a vote of at least two-thirds of the  directors 

     then  still  in  office  who either were  directors  at  the 

     beginning of such period or whose election or nomination for 

     election  was previously so approved) cease for  any  reason 

     (other than death or disability) to constitute a majority of 

     the directors then in office. 

 

          "Change  in Tax Law" means, with respect to any Lender, 

     a  change in or amendment to the Internal Revenue Code or  a 

     change  in,  or amendment to, or the entering  into  of,  an 

     income  tax treaty between the United States of America  and 

     the  jurisdiction where such Lender is a tax resident, or  a 

     change  in or amendment to the treasury regulations, or  the 

     issuance  of  any rulings, in each case that occurred  after 

     such  Lender became a Lender; provided that in the  case  of 

     any  Lender claiming exemption from Indemnified Taxes  under 

     Section  871(h)  or  881(c) of the  Internal  Revenue  Code, 

     "Change  in  Tax  Law" shall be limited to a  change  in  or 

     amendment  to the Internal Revenue Code that occurred  after 

     such Lender became a Lender. 

 

          "Collateral"  means  the  AA  Collateral  and  the  AMR 

     Collateral. 

 

          "Collateral  Documents"  means  the  Aircraft  Security 

     Agreement, the SGR Security Agreement, the Pledge Agreement, 

     each   of   the   collateral  documents,   instruments   and 

     supplements   delivered   pursuant   to   Section    5.01(n) 

     (including,  without limitation, the Security Arrangements), 

     and each other agreement to which the Borrower or the Parent 

     Guarantor  is a party that creates or purports to  create  a 

     Lien  in  favor of the Agent for the benefit of the  Secured 

     Parties. 
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          "Commitment"  means a Term 1 Commitment, an  Additional 

     Term  1  Commitment, a Revolving Credit 1 Commitment  or  an 

     Additional Revolving Credit 1 Commitment. 

 

          "Communications" has the meaning specified  in  Section 

     9.02(b). 

 

          "Confidential Information" means information  that  any 

     Loan Party furnishes to the Agent or any Lender in a writing 

     designated  as confidential, but does not include  any  such 

     information  that is or becomes generally available  to  the 

     public or that is or becomes available to the Agent or  such 

     Lender from a source other than the Loan Parties. 

 

          "Consolidated" refers to the consolidation of  accounts 

     in accordance with GAAP. 

 

          "Consolidated  Net Income" means, for any  period,  the 

     consolidated  net  income of the Parent  Guarantor  and  its 

     Subsidiaries for such period, before dividends. 

 

          "Contractual Obligation" means, as to any  Person,  any 

     provision  of any agreement, instrument or other undertaking 

     to which such Person is a party or by which it or any of its 

     property is bound. 

 

          "Conversion", "Convert" and "Converted" each refer to a 

     conversion  of  Advances of one Type into  Advances  of  the 

     other Type pursuant to Section 2.07 or 2.10. 

 

          "Covenant   Cash   Flow"   means,   for   any   period, 

     Consolidated  Net  Income  for such  period,  (i)  excluding 



     therefrom  (A) any extraordinary items of gain or  loss  for 

     such  period, (B) any gain or loss of any other  Person  for 

     such  period accounted for on the equity method,  except  to 

     the extent of cash distributions received during such period 

     and  (C) any non-cash gains or losses for such period,  (ii) 

     plus cash payments received (or minus cash payments made) by 

     the  Parent  Guarantor  and  its  consolidated  Subsidiaries 

     during  such  period in respect of such  non-cash  gains  or 

     losses recognized in any previous fiscal quarter, (iii) plus 

     the  aggregate amounts deducted in determining  Consolidated 

     Net  Income  for  such  period in respect  of  (w)  interest 

     expense    (less   capitalized   interest),   (x)    without 

     duplication, income taxes, (y) depreciation and amortization 

     expense and (z) Rentals. 

 

          "CUSA"  has  the  meaning specified in the  recital  of 

     parties to this Agreement. 

 

          "Debt"  of  any  Person  means  at  any  date,  without 

     duplication, (i) all obligations of such Person for borrowed 

     money  (including  obligations  to  reimburse  any  bank  in 

     respect  of amounts paid under a letter of credit or similar 

     instrument),  (ii) all obligations of such Person  evidenced 

     by  bonds,  debentures, notes or other similar  instruments, 

     (iii)  all  obligations of such Person to pay  the  deferred 

     purchase  price  of  property  or  services,  except   trade 

     accounts payable arising in the ordinary course of business, 

     (iv)  all  obligations of such Person as  lessee  which  are 

     capitalized in accordance with generally accepted accounting 

     principles, (v) all Debt of others secured by a Lien on  any 

     asset of such Person, whether or not such Debt is assumed by 

     such  Person,  (vi)  all Debt of others Guaranteed  by  such 

     Person,  (vii) all Obligations of such Person  to  purchase, 

     redeem,  retire, defease or otherwise make  any  payment  in 

     respect of any Equity Interests in such Person or any  other 
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     Person  or  any warrants, rights or options to acquire  such 

     Equity   Interests,  valued,  in  the  case  of   Redeemable 

     Preferred  Interests, at the greater  of  its  voluntary  or 

     involuntary liquidation preference plus accrued  and  unpaid 

     dividends, (viii) all Obligations of such Person in  respect 

     of  Hedge Agreements, valued at the Agreement Value thereof, 

     and (ix) all Off-Balance Sheet Obligations of such Person. 

 

          "Deep  Storage"  for  any  Aircraft  means  that   such 

     Aircraft  has  been stored (1) with a low expectation  of  a 

     return to service, sale or lease within one year and (2)  in 

     a manner intended to minimize over a period of more than one 

     year  the rate of environmental degradation of the structure 

     and  components of such Aircraft during such period, in each 

     case,  as  such storage status is reported in good faith  by 

     the  Borrower  to  the Agent at the time of  the  applicable 

     appraisal. 

 

          "Default" means any Event of Default or any event  that 

     would constitute an Event of Default but for the requirement 

     that notice be given or time elapse or both. 

 

          "Defaulted  Advance" means, with respect to any  Lender 

     at  any time, the portion of any Advance required to be made 

     by  such Lender to the Borrower pursuant to Section 2.01  or 

     2.02 at or prior to such time that has not been made by such 

     Lender  or  by  the  Agent for the account  of  such  Lender 

     pursuant  to Section 2.02(d) as of such time.  In the  event 

     that  a portion of a Defaulted Advance shall be deemed  made 

     pursuant to Section 2.17(a), the remaining portion  of  such 

     Defaulted  Advance  shall be considered a Defaulted  Advance 

     originally required to be made pursuant to Section  2.01  on 

     the  same  date as the Defaulted Advance so deemed  made  in 

     part. 

 

          "Defaulted Amount" means, with respect to any Lender at 

     any  time, any amount required to be paid by such Lender  to 

     the  Agent or any other Lender hereunder or under any  other 

     Financing  Document at or prior to such time  that  has  not 

     been so paid as of such time, including, without limitation, 

     any  amount  required to be paid by such Lender to  (a)  the 

     Agent pursuant to Section 2.02(d) to reimburse the Agent for 



     the  amount of any Advance made by the Agent for the account 

     of   such   Lender,  (b)  any  other  Lender   pursuant   to 

     Section 2.13 to purchase any participation in Advances owing 

     to  such  other Lender and (c) the Agent pursuant to Section 

     8.05  to reimburse the Agent for such Lender's ratable share 

     of any amount required to be paid by the Lender to the Agent 

     as  provided  therein.  In the event that  a  portion  of  a 

     Defaulted  Amount shall be deemed paid pursuant  to  Section 

     2.17(b),  the  remaining portion of  such  Defaulted  Amount 

     shall  be  considered a Defaulted Amount originally required 

     to  be  paid hereunder or under any other Financing Document 

     on  the same date as the Defaulted Amount so deemed paid  in 

     part. 

 

          "Defaulting  Lender"  means, at any  time,  any  Lender 

     that,  at  such  time,  (a) owes a Defaulted  Advance  or  a 

     Defaulted  Amount  or (b) shall take any action  or  be  the 

     subject  of any action or proceeding of a type described  in 

     Section 6.01(f). 

 

          "Disclosure Documents" means, at any time,  the  annual 

     report of the Borrower on Form 10-K (or any successor  form) 

     most  recently filed by it with the Securities and  Exchange 

     Commission  pursuant  to  Section  13(a)  or  15(d)  of  the 

     Exchange  Act and the quarterly and current reports  of  the 
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     Borrower  on Form 10-Q or 8-K (or any successor  forms),  if 

     any,  so  filed with the Securities and Exchange  Commission 

     since the filing of such most recently filed annual report. 

 

          "Dollars"  and the "$" sign each means lawful  currency 

     of the United States of America. 

 

          "Domestic  Lending Office" means, with respect  to  any 

     Lender, the office of such Lender specified as its "Domestic 

     Lending Office" opposite its name on Schedule I hereto or in 

     the Assignment and Acceptance pursuant to which it became  a 

     Lender,  as  the case may be, or such other office  of  such 

     Lender  as such Lender may from time to time specify to  the 

     Borrower and the Agent. 

 

          "DOT"  has  the meaning specified in the  SGR  Security 

     Agreement. 

 

          "Effective Date" means December 17, 2004. 

 

          "Eligible  Aircraft" means the Aircraft  set  forth  on 

     Schedule  1  to the Aircraft Security Agreement  as  of  the 

     Effective  Date  and  such  further  Unencumbered  Stage   3 

     Aircraft  designated  by  the Borrower  (including,  without 

     limitation,   any  such  Replacement  Aircraft);   provided, 

     however, that no such Aircraft or additional aircraft  shall 

     be  considered to be an Eligible Aircraft at any time unless 

     the  Aircraft Security Agreement and the related filings  of 

     such Aircraft Security Agreement (or any supplement thereto) 

     create  a  valid and perfected lien or security interest  in 

     such  aircraft (and all components thereof) in favor of  the 

     Agent,  on  behalf  of  the Secured  Parties,  securing  the 

     Secured  Obligations, free and clear  of  all  other  Liens, 

     other than Permitted Liens. 

 

          "Eligible  Assignee"  means  (i)  a  Lender;  (ii)   an 

     Affiliate of a Lender or (iii) any other Person approved  by 

     the Agent, such approval not to be unreasonably withheld  or 

     delayed, and, unless an Event of Default has occurred and is 

     continuing  at  the  time  any  assignment  is  effected  in 

     accordance  with Section 9.07, the Borrower,  such  approval 

     not  to  be  unreasonably  withheld  or  delayed;  provided, 

     however, that neither the Borrower nor an Affiliate  of  the 

     Borrower shall qualify as an Eligible Assignee. 

 

          "Eligible  Cash  Collateral"  means  any  cash   and/or 

     Permitted Investments on deposit in or credited to the  Cash 

     Collateral  Account in which the Agent, for the  benefit  of 

     the  Secured Parties, shall have a valid and perfected  lien 

     or security interest, free and clear of any other Liens. 

 

          "Employee  Benefit  Plan" means any  "employee  benefit 

     plan"  (as  defined in Section 3(3) of ERISA) maintained  by 



     the  Borrower, AMR or any Subsidiary of any thereof, or  any 

     separate  investment fund or any trust  or  funding  vehicle 

     maintained thereunder. 

 

          "Engine"   means   each  of  the  engines   listed   by 

     manufacturer's serial number on Schedule 1 to  the  Aircraft 

     Security Agreement, as supplemented or amended from time  to 
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     time  in accordance with Section 5.01(n), together, in  each 

     case,  with any and all Parts so long as the same  shall  be 

     incorporated or installed in or attached thereto. 

 

          "Environmental Action" means any action, suit,  demand, 

     demand letter, claim, notice of non-compliance or violation, 

     notice  of  liability or potential liability, investigation, 

     proceeding,  consent order or consent agreement relating  in 

     any  way to any Environmental Law, any Environmental  Permit 

     or  Hazardous  Material or arising from  alleged  injury  or 

     threat  to  health,  safety or the  environment,  including, 

     without  limitation, (a) by any governmental  or  regulatory 

     authority   for  enforcement,  cleanup,  removal,  response, 

     remedial  or  other  actions  or  damages  and  (b)  by  any 

     governmental  or  regulatory authority or  third  party  for 

     damages,   contribution,  indemnification,  cost   recovery, 

     compensation or injunctive relief. 

 

          "Environmental Law" means any federal, state, local  or 

     foreign  statute,  law, ordinance, rule,  regulation,  code, 

     order,  writ,  judgment, injunction, decree or  judicial  or 

     agency  interpretation,  policy  or  guidance  relating   to 

     pollution  or protection of the environment, health,  safety 

     or  natural resources, including, without limitation,  those 

     relating  to  the use, handling, transportation,  treatment, 

     storage,   disposal,  release  or  discharge  of   Hazardous 

     Materials. 

 

          "Environmental  Permit"  means  any  permit,  approval, 

     identification   number,  license  or  other   authorization 

     required under any Environmental Law. 

 

          "Equity  Interests" means, with respect to any  Person, 

     shares of capital stock of (or other ownership interests in) 

     such  Person,  warrants, options or  other  rights  for  the 

     purchase or other acquisition from such Person of shares  of 

     capital stock of (or other ownership or profit interests in) 

     such Person, securities convertible into or exchangeable for 

     shares of capital stock of (or other ownership interests in) 

     such  Person or warrants, rights or options for the purchase 

     or  other  acquisition from such Person of such  shares  (or 

     such other interests), and other ownership interests in such 

     Person  (including, without limitation, partnership,  member 

     or  trust  interests therein), whether voting or  nonvoting, 

     and whether or not such shares, warrants, options, rights or 

     other interests are authorized or otherwise existing on  any 

     date of determination. 

 

          "ERISA"  means the Employee Retirement Income  Security 

     Act  of  1974,  as  amended  from  time  to  time,  and  the 

     regulations promulgated and rulings issued thereunder. 

 

          "ERISA Group" means the Borrower and all members  of  a 

     controlled   group  of  corporations  and  all   trades   or 

     businesses  (whether  or  not  incorporated)  under   common 

     control which, together with the Borrower, are treated as  a 

     single  employer under Section 414(b), (c)  or  (m)  of  the 

     Internal Revenue Code. 

 

          "Escrow  Bank"  has  the meaning specified  in  Section 

     2.17(c). 

 

          "Eurocurrency Liabilities" has the meaning specified in 

     Regulation  D  of  the  Board of Governors  of  the  Federal 

     Reserve System, as in effect from time to time. 
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          "Eurodollar Lending Office" means with respect  to  any 

     Lender,  the  office  of  such  Lender  specified   as   its 



     "Eurodollar Lending Office" opposite its name on Schedule  I 

     hereto or in the Assignment and Acceptance pursuant to which 

     it  became a Lender (or, if no such office is specified, its 

     Domestic  Lending  Office), or such  other  office  of  such 

     Lender  as such Lender may from time to time specify to  the 

     Borrower and the Agent. 

 

          "Eurodollar  Rate" means, for any Interest  Period  for 

     all  Eurodollar Rate Advances comprising part  of  the  same 

     Borrowing, an interest rate per annum equal to the rate  per 

     annum  obtained by dividing (a) the rate per annum  (rounded 

     upwards, if necessary, to the nearest 1/100 of 1%) appearing 

     on  Telerate Page 3750 (or any successor page) as the London 

     interbank offered rate for deposits in U.S. dollars at 11:00 

     A.M. (London time) two Business Days before the first day of 

     such  Interest  Period for a period equal to  such  Interest 

     Period  (provided that, if for any reason such rate  is  not 

     available,  the term "Eurodollar Rate" shall mean,  for  any 

     Interest  Period for all Eurodollar Rate Advances comprising 

     part  of  the  same Borrowing, the rate per  annum  (rounded 

     upwards, if necessary, to the nearest 1/100 of 1%) appearing 

     on  Reuters Screen LIBO Page as the London interbank offered 

     rate  for  deposits in Dollars at approximately  11:00  A.M. 

     (London  time) two Business Days prior to the first  day  of 

     such  Interest Period for a term comparable to such Interest 

     Period);  provided,  however,  if  more  than  one  rate  is 

     specified  on Reuters Screen LIBO Page, the applicable  rate 

     shall  be  the arithmetic mean of all such rates) by  (b)  a 

     percentage  equal to 100% minus the Eurodollar Rate  Reserve 

     Percentage for such Interest Period. 

 

          "Eurodollar Rate Advance" means an Advance  that  bears 

     interest as provided in Section 2.06(a)(ii). 

 

          "Eurodollar  Rate Reserve Percentage" for any  Interest 

     Period  for all Eurodollar Rate Advances comprising part  of 

     the  same  Borrowing means the reserve percentage applicable 

     two  Business  Days before the first day  of  such  Interest 

     Period  under regulations issued from time to  time  by  the 

     Board  of  Governors of the Federal Reserve System  (or  any 

     successor)  for determining the maximum reserve  requirement 

     (including,  without limitation, any emergency, supplemental 

     or  other marginal reserve requirement) for a member bank of 

     the Federal Reserve System in New York City with respect  to 

     liabilities   or   assets   consisting   of   or   including 

     Eurocurrency  Liabilities  (or with  respect  to  any  other 

     category  of liabilities that includes deposits by reference 

     to  which  the interest rate on Eurodollar Rate Advances  is 

     determined) having a term equal to such Interest Period. 

 

          "Event of Default" has the meaning specified in Section 

     6.01. 

 

          "Event  of  Loss"  has the meaning  set  forth  in  the 

     Aircraft Security Agreement. 

 

          "Exchange  Act"  means the Securities Exchange  Act  of 

     1934, as amended. 

 

          "Exchange  Ratio"  of  any amount  in  respect  of  any 

     Revolving  Credit Lender means a fraction the  numerator  of 

     which  is  the  amount  of  such Revolving  Credit  Lender's 

     Revolving  Credit  Commitment  immediately  prior   to   the 

     Restatement Effective Date and the denominator of  which  is 
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     the  aggregate  amount of the Revolving  Credit  Commitments 

     immediately prior to the Restatement Effective Date. 

 

          "Existing  Capacity  Agreements"  means  each  of   the 

     capacity  purchase agreements existing as of  the  Effective 

     Date  and entered into by and among the Borrower and one  or 

     more of the Borrower's Affiliates, as such capacity purchase 

     agreements are listed on Schedule 1.01 hereto. 

 

          "Existing  Credit Agreement" has the meaning  specified 

     in the preliminary statements hereto. 

 

          "FAA" means the Federal Aviation Administration. 

 



          "Facility"  means the Term 1 Facility or the  Revolving 

     Credit 1 Facility. 

 

          "Federal   Funds  Rate"  means,  for  any   period,   a 

     fluctuating  interest  rate per annum  equal  for  each  day 

     during  such period to the weighted average of the rates  on 

     overnight  Federal funds transactions with  members  of  the 

     Federal Reserve System arranged by Federal funds brokers, as 

     published  for such day (or, if such day is not  a  Business 

     Day,  for  the next preceding Business Day) by  the  Federal 

     Reserve  Bank  of  New  York, or, if such  rate  is  not  so 

     published for any day that is a Business Day, the average of 

     the  quotations for such day for such transactions  received 

     by  the Agent from three Federal funds brokers of recognized 

     standing selected by it. 

 

          "Financing Documents" means this Agreement, the  Notes, 

     the Collateral Documents and the Parent Guaranty. 

 

          "Financing  Vehicles"  has  the  meaning  specified  in 

     Section 5.01(j). 

 

          "Fiscal  Year" means a fiscal year of the Borrower  and 

     its  Consolidated subsidiaries ending on December 31 in  any 

     calendar year. 

 

          "Fixed  Charges" means, for any period, to  the  extent 

     deducted  in  determining Consolidated Net Income  for  such 

     period,  interest  expense (less capitalized  interest)  and 

     Rentals. 

 

          "GAAP" has the meaning specified in Section 1.03. 

 

          "Gate Leaseholds" has the meaning specified in the  SGR 

     Security Agreement. 

 

          "Guarantee"   by  any  Person  means  any   obligation, 

     contingent   or  otherwise,  of  such  Person  directly   or 

     indirectly guaranteeing any Debt or other obligation of  any 

     other  Person  and, without limiting the generality  of  the 

     foregoing, any obligation, direct or indirect, contingent or 

     otherwise, of such Person (i) to purchase or pay (or advance 

     or supply funds for the purchase or payment of) such Debt or 

     other  obligation (whether arising by virtue of  partnership 

     arrangements, by agreement to keep-well, to purchase assets, 

     goods,  securities  or  services,  to  take-or-pay,  or   to 

     maintain  financial statement conditions  or  otherwise)  or 

     (ii)  entered into for the purpose of assuring in any  other 

 

                                14 

 

     manner  the obligee of such Debt or other obligation of  the 

     payment  thereof or to protect such obligee against loss  in 

     respect  thereof  (in whole or in part), provided  that  the 

     term   "Guarantee"   shall  not  include  endorsements   for 

     collection  or deposit in the ordinary course  of  business. 

     The  term  "Guarantee" used as a verb  has  a  corresponding 

     meaning. 

 

          "Guaranteed  Obligations" for the meaning specified  in 

     Section 7.01(a). 

 

          "Hazardous Materials" means (a) petroleum or  petroleum 

     products,  by-products  or breakdown  products,  radioactive 

     materials,  asbestos-containing  materials,  polychlorinated 

     biphenyls  and  radon  gas  and  (b)  any  other  chemicals, 

     materials  or substances designated, classified or regulated 

     as hazardous or toxic or as a pollutant or contaminant under 

     any Environmental Law. 

 

          "Hedge  Agreements" means interest rate  swap,  cap  or 

     collar agreements, interest rate future or option contracts, 

     currency   swap  agreements,  currency  future   or   option 

     contracts  and other hedging agreements (including,  without 

     limitation, any commodity and fuel hedging agreements). 

 

          "Indemnified  Costs"  has  the  meaning  specified   in 

     Section 8.05(a). 

 

          "Indemnified  Party"  has  the  meaning  specified   in 

     Section 9.04(b). 



 

          "Indemnified Taxes" means, with respect to any Agent or 

     Lender,  any  Taxes other than (a) any Tax  imposed  by  the 

     state  or foreign jurisdiction under the laws of which  such 

     Lender  or  Agent, as the case may be, is organized  or  any 

     political  subdivision thereof and,  in  the  case  of  each 

     Lender,  any  tax  that is imposed by the state  or  foreign 

     jurisdiction of such Lender's Applicable Lending  Office  or 

     any  political subdivision thereof, (b) any Tax  that  would 

     not  have  been  imposed but for a connection  between  such 

     Lender  or Agent or its branch, affiliate, principal  office 

     or  Applicable Lending Office and the jurisdiction  imposing 

     such  Tax  or any political subdivision thereof  or  therein 

     that  is unrelated to the transactions contemplated  by  any 

     Financing  Document or performing any obligations, receiving 

     any payments or enforcing any rights thereunder, (c) any Tax 

     attributable  to  such Lender or Agent's failure  to  comply 

     with Section 2.12(e) of this Credit Agreement or any form or 

     certificate   delivered  by  such  Lender  or  Agent   being 

     incorrect, (d) any Tax attributable to such Lender  changing 

     its  Applicable  Lending Office, (e) any Tax  imposed  as  a 

     result  of  such  Agent or Lender not  being  treated  as  a 

     beneficial owner of its Note for federal income tax purposes 

     or  (f) any Tax arising as a result of the Agent making  any 

     payment  hereunder or under the Notes or the other Financing 

     Documents  through an account or branch outside  the  United 

     States;  provided that in the case of Taxes imposed  by  the 

     United  States, Indemnified Taxes shall only  include  Taxes 

     imposed  as  a  result of a Change in  Tax  Law  except  the 

     limitation set forth in this proviso shall not apply to  the 

     extent  that  a Lender (its transferor or its  assignor,  if 

     any)  was  entitled  at  the time of designation  of  a  new 

     Lending  Office  (or  transfer  or  assignment)  to  receive 

     additional  amounts from any Loan Party pursuant to  Section 

     2.12 of this Agreement. 
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          "Initial   Extension  of  Credit"  means  the   initial 

     borrowing  made  on  the Effective Date under  the  Existing 

     Credit Agreement. 

 

          "Initial    Lenders"   means   the   banks,   financial 

     institutions and other institutional lenders listed  on  the 

     signature pages hereto. 

 

          "Interest  Period"  means,  for  each  Eurodollar  Rate 

     Advance  comprising part of the same Borrowing,  the  period 

     commencing  on the date of such Eurodollar Rate  Advance  or 

     the  date  of  the Conversion of any Base Rate Advance  into 

     such Eurodollar Rate Advance, and ending on the last day  of 

     the   period  selected  by  the  Borrower  pursuant  to  the 

     provisions  below  and, thereafter, each  subsequent  period 

     commencing  on  the  last day of the  immediately  preceding 

     Interest  Period and ending on the last day  of  the  period 

     selected  by the Borrower pursuant to the provisions  below. 

     The duration of each such Interest Period shall be one, two, 

     three  or  six  months  as  the Borrower  may,  upon  notice 

     received  by the Agent not later than 11:00 A.M.  (New  York 

     City time) on the third Business Day prior to the first  day 

     of such Interest Period, select; provided, however, that: 

 

               (a)  the Borrower may not select any Interest Period with respect 

          to any Eurodollar Rate Advance under a Facility that ends after 

          any principal repayment installment date for such Facility 

          unless, after giving effect to such selection, the aggregate 

          principal amount of Base Rate Advances and of Eurodollar Rate 

          Advances having Interest Periods that end on or prior to such 

          principal repayment installment date for such Facility shall be 

          at least equal to the aggregate principal amount of Advances 

          under such Facility due and payable on or prior to such date; 

 

               (b)  Interest Periods commencing on the same date for Eurodollar 

          Rate Advances comprising part of the same Borrowing shall be of 

          the same duration; 

 

               (c)  whenever the last day of any Interest Period would otherwise 

          occur on a day other than a Business Day, the last day of such 

          Interest Period shall be extended to occur on the next succeeding 

          Business Day; provided, however, that, if such extension would 



          cause the last day of such Interest Period to occur in the next 

          following calendar month, the last day of such Interest Period 

          shall occur on the next preceding Business Day; and 

 

               (d)  whenever the first day of any Interest Period occurs on a 

          day of an initial calendar month for which there is  no 

          numerically corresponding day in the calendar month that succeeds 

          such initial calendar month by the number of months equal to the 

          number of months in such Interest Period, such Interest Period 

          shall end on the last Business Day of such succeeding calendar 

          month. 

 

          "Internal Revenue Code" means the Internal Revenue Code 

     of 1986, as amended from time to time. 

 

          "Lead  Arrangers"  has  the meaning  specified  in  the 

     recital of parties to this Agreement. 
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          "Lenders" means the Term 1 Lenders, Revolving Credit  1 

     Lenders,  the  Additional  Term 1  Lenders,  the  Additional 

     Revolving Credit 1 Lenders and each Person that shall become 

     a  party hereto pursuant to Section 9.07 for so long as such 

     Term 1 Lender, Revolving Credit 1 Lender, Additional Term  1 

     Lender,  Additional Revolving Credit 1 Lender or Person,  as 

     the case may be, shall be a party to this Agreement. 

 

          "Lien"  means, with respect to any asset, any mortgage, 

     lien,  pledge,  charge, security interest or encumbrance  of 

     any kind in respect of such asset.  For the purposes of this 

     Agreement, the Borrower or any Subsidiary shall be deemed to 

     own  subject  to a Lien any asset which it has  acquired  or 

     holds  subject to the interest of a vendor or  lessor  under 

     any conditional sale agreement, capital lease or other title 

     retention agreement relating to such asset. 

 

          "Loan  Parties"  means  the  Borrower  and  the  Parent 

     Guarantor. 

 

          "Material Adverse Effect" means (i) a material  adverse 

     effect  on  the business, assets, operations, properties  or 

     condition (financial or otherwise) of the Borrower  and  its 

     Subsidiaries,  taken  as a whole, (ii)  a  material  adverse 

     effect  on  the  ability  of  the  Borrower  or  the  Parent 

     Guarantor  to  perform its obligations under  the  Financing 

     Documents  or (iii) a material adverse effect on the  rights 

     and remedies of the Agent or the Lenders under the Financing 

     Documents. 

 

          "Material Contract" means, with respect to any  Person, 

     each  contract (as in effect from time to time, as  amended, 

     amended and restated, supplemented or otherwise modified) to 

     which  such  Person is a party and that is material  to  the 

     business,  condition  (financial or otherwise),  operations, 

     performance or properties of such Person. 

 

          "Material  Plan" means, at any time, a  Plan  or  Plans 

     having   aggregate  Unfunded  Liabilities   in   excess   of 

     $25,000,000. 

 

          "Material   Subsidiary"  means  any   Subsidiary   that 

     constitutes  a  "significant  subsidiary"  of  the  Borrower 

     within  the meaning of Regulation S-X of the Securities  and 

     Exchange Commission (as in effect on the date hereof). 

 

          "Moody's" means Moody's Investors Service, Inc. and any 

     successor thereto. 

 

          "Multiemployer  Plan"  means at any  time  an  employee 

     pension   benefit  plan  within  the  meaning   of   Section 

     4001(a)(3)  of ERISA to which any member of the ERISA  Group 

     is   then   making  or  accruing  an  obligation   to   make 

     contributions  or has within the preceding five  plan  years 

     made  contributions, including for these purposes any Person 

     which  ceased to be a member of the ERISA Group during  such 

     five year period. 

 

          "Narita Collateral" means all of the Borrower's  Narita 

     Routes,  Slots, Narita Slots, Gate Leaseholds and Supporting 



     Route Facilities. 

 

          "Narita  Routes" has the meaning specified in  the  SGR 

     Security Agreement. 

 

          "Narita  Slots" has the meaning specified  in  the  SGR 

     Security Agreement. 
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          "Net Worth" means the excess of total assets over total 

     liabilities. 

 

          "Note"  means  a  Term 1 Note or a Revolving  Credit  1 

     Note, as the context may require. 

 

          "Notice  of  Borrowing" has the  meaning  specified  in 

     Section 2.02(a). 

 

          "Obligation"  means, with respect to  any  Person,  any 

     payment,  performance or other obligation of such Person  of 

     any  kind,  including, without limitation, any liability  of 

     such  Person on any claim, whether or not the right  of  any 

     creditor  to payment in respect of such claim is reduced  to 

     judgment,   liquidated,  unliquidated,  fixed,   contingent, 

     matured, disputed, undisputed, legal, equitable, secured  or 

     unsecured,  and  whether or not such  claim  is  discharged, 

     stayed  or otherwise affected by any proceeding referred  to 

     in  Section 6.01(f).  Without limiting the generality of the 

     foregoing,  the  Obligations of any  Loan  Party  under  the 

     Financing  Documents  include  (a)  the  obligation  to  pay 

     principal,  interest,  charges, expenses,  fees,  attorneys' 

     fees   and  disbursements,  indemnities  and  other  amounts 

     payable by such Loan Party under any Financing Document  and 

     (b)  the  obligation  of such Loan Party  to  reimburse  any 

     amount  in respect of any of the foregoing that any  Lender, 

     in  its  sole  discretion, may elect to pay  or  advance  on 

     behalf of such Loan Party. 

 

          "Off  Balance Sheet Obligation" means, with respect  to 

     any  Person,  without duplication of any clause within  this 

     definition   or  within  the  definition  of   "Debt",   all 

     (a)  Obligations  of such Person under any  lease  which  is 

     treated  as  an  operating  lease for  financial  accounting 

     purposes  and  a financing lease for tax purposes  (i.e.,  a 

     "synthetic  lease"),  (b)  Obligations  of  such  Person  in 

     respect  of  transactions entered into by such  Person,  the 

     proceeds  from  which would be reflected  on  the  financial 

     statements  of such Person in accordance with GAAP  as  cash 

     flows  from  financings  at the time  such  transaction  was 

     entered  into  (other than as a result of  the  issuance  of 

     Equity  Interests)  and (c) Obligations of  such  Person  in 

     respect  of  other transactions entered into by such  Person 

     that are not otherwise addressed in the definition of "Debt" 

     or  in clause (a) or (b) above that are intended to function 

     primarily  as  a  borrowing  of  funds  (including,  without 

     limitation, any minority interest transactions that function 

     primarily as a borrowing). 

 

          "Other  Taxes"  has  the meaning specified  in  Section 

     2.12(b). 

 

          "Parent Guarantor" means AMR. 

 

          "Parent  Guaranty" means the Guarantee  of  the  Parent 

     Guarantor set forth in Article VII. 

 

          "Parts"  has  the  meaning set forth  in  the  Aircraft 

     Security Agreement. 

 

          "PBGC"  means the Pension Benefit Guaranty  Corporation 

     (or any successor). 

 

          "Permitted  Investments" means any  Dollar  denominated 

     investment in (i) direct obligations of the United States or 

     any  agency thereof, or obligations guaranteed by the United 

     States or any agency thereof, (ii) commercial paper rated at 

     least  A-2 by S&P and P-2 by Moody's or (iii) time  deposits 

 

                                18 



 

     with,  including  certificates of  deposit  issued  by,  any 

     office  located in the United States of any  bank  or  trust 

     company  which  is organized under the laws  of  the  United 

     States  or  any state thereof and has capital,  surplus  and 

     undivided   profits   aggregating  at  least   $500,000,000, 

     provided in the case of each of the investments referred  to 

     in  clauses  (i)  through (iii) above, (x)  such  investment 

     matures  within  six  months from the  date  of  acquisition 

     thereof by the Agent and (y) in order to provide the  Agent, 

     for  the  benefit of the Secured Parties, with  a  perfected 

     security  interest therein, each Permitted Investment  shall 

     be  either:   (A)  evidenced by negotiable  certificates  or 

     instruments, or if non-negotiable then issued in the name of 

     the  Agent, which (together with any appropriate instruments 

     of transfer) are delivered to, and held by, the Agent or any 

     agent thereof (which shall not be the Borrower or any of its 

     affiliates)  in the State of New York; or (B) in  book-entry 

     form  and issued by the United States and subject to  pledge 

     under  applicable state law and Treasury regulations and  as 

     to   which  (in  the  opinion  of  counsel  to  the   Agent) 

     appropriate measures shall have been taken for perfection of 

     the  security interests created under the Aircraft  Security 

     Agreement and (iv) such other investments of credit  quality 

     not  lower  than  that  of the investments  referred  to  in 

     clauses  (i)  through  (iii) above and maturing  within  six 

     months from the date of acquisition thereof by the Agent, as 

     to   which   the  Agent  shall  have  received  satisfactory 

     assurances  that appropriate measures shall have been  taken 

     for  perfection of the security interests created under  the 

     Aircraft Security Agreement. 

 

          "Permitted Liens" means: 

 

               (1)   the  respective rights and interests created 

          by  or  pursuant  to  or resulting from  the  Financing 

          Documents, and the respective rights of the  Agent  and 

          the Loan Parties as therein provided; 

 

               (2)   the  rights  of others under  agreements  or 

          arrangements  to  the  extent  expressly  permitted  by 

          Sections  5.02(a) and 5.04(b) of the Aircraft  Security 

          Agreement   or  by  the  terms  of  the  SGR   Security 

          Agreement; 

 

               (3)   Liens for taxes either not yet due or  being 

          contested in good faith (and for the payment  of  which 

          adequate  reserves have been provided)  by  appropriate 

          proceedings so long as such proceedings do not  involve 

          any  substantial danger of the sale, forfeiture or loss 

          of any Airframe or any Engine, or any interest therein; 

 

               (4)     materialmen's,    mechanics',    workers', 

          repairmen's, employees', or other Liens arising in  the 

          ordinary course of business for amounts the payment  of 

          which   is  either  not  yet  delinquent  or  is  being 

          contested in good faith (and for the payment  of  which 

          adequate  reserves have been provided)  by  appropriate 

          proceedings so long as such proceedings do not  involve 

          any  substantial danger of the sale, forfeiture or loss 

          of any Airframe or any Engine, or any interest therein; 

 

               (5)   Liens  (other than Liens for taxes)  arising 

          out  of judgments or awards against any Loan Party with 

          respect  to  which at the time an appeal or  proceeding 
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          for  review is being prosecuted in good faith and  with 

          respect to which there shall have been secured  a  stay 

          of  execution  pending such appeal  or  proceeding  for 

          review,  and which such Liens relate to any  Collateral 

          only  as  a  result of a general Lien on the assets  of 

          such  Loan Party in one or more jurisdictions  and  are 

          not  entitled  to priority with respect  to  Collateral 

          over any Lien created by the Collateral Documents; 

 

               (6)   salvage or similar rights of insurers  under 

          insurance policies maintained pursuant to Section  5.06 

          of the Aircraft Security Agreement; and 

 



               (7)   Liens  arising after the Effective  Date  to 

          satisfy a condition for granting or modifying a  waiver 

          of  the  minimum  funding  standards  or  extension  of 

          amortization periods under Section 412 of the  Internal 

          Revenue  Code  in  respect  of  a  Plan,  provided  the 

          interests  and rights under such Liens are subordinated 

          to  the claims, rights and interests of the Lenders and 

          Agent   under  the  Financing  Documents   upon   terms 

          reasonably satisfactory to the Agent. 

 

          "Person"  means an individual, partnership, corporation 

     (including  a  business trust), limited  liability  company, 

     joint  stock  company,  trust,  unincorporated  association, 

     joint  venture  or  other entity, or  a  government  or  any 

     political subdivision or agency thereof. 

 

          "Plan"  means  at any time an employee pension  benefit 

     plan  (other than a Multiemployer Plan) which is covered  by 

     Title  IV  of  ERISA  or  subject  to  the  minimum  funding 

     standards under Section 412 of the Internal Revenue Code and 

     either  (i) is maintained, or contributed to, by any  member 

     of  the ERISA Group for employees of any member of the ERISA 

     Group  or  (ii)  has at any time within the  preceding  five 

     years  been  maintained, or contributed to,  by  any  Person 

     which  was  at  such time a member of the  ERISA  Group  for 

     employees  of any Person which was at such time a member  of 

     the ERISA Group. 

 

          "Platform"   has  the  meaning  specified  in   Section 

     9.02(c). 

 

          "Pledge   Agreement"  means  a  pledge   agreement   in 

     substantially  the form of Exhibit F to the Existing  Credit 

     Agreement, as amended. 

 

          "Preferred  Interests"  means,  with  respect  to   any 

     Person,  Equity  Interests issued by such  Person  that  are 

     entitled  to a preference or priority over any other  Equity 

     Interests  issued  by such Person upon any  distribution  of 

     such  Person's property and assets, whether by  dividend  or 

     upon liquidation. 

 

          "Pricing Level" means, as of any date of determination, 

     the  level set forth as then in effect for the Borrower,  as 

     determined  in  accordance with the following provisions  of 

     this definition: 

 

          Level 1:  Senior Secured Debt Rating of not lower  that 

                    BB by S&P and not lower than Ba3 by Moody's. 
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          Level 2:  Level  1  does not apply and a Senior Secured 

                    Debt Rating of not lower than BB- by S&P  and 

                    not lower than B1 by Moody's. 

 

          Level 3:  Level  1  and  2 do not apply  and  a  Senior 

                    Secured Debt Rating of not lower than  B+  by 

                    S&P and not lower than B2 by Moody's. 

 

          Level 4:  Levels 1, 2 and 3 do not apply. 

 

          "Redeemable"   means,  with  respect  to   any   Equity 

     Interest,  any such Equity Interest that (a) the issuer  has 

     undertaken  to  redeem  at a fixed or determinable  date  or 

     dates,  whether by operation of a sinking fund or otherwise, 

     or  upon the occurrence of a condition not solely within the 

     control of the issuer or (b) is redeemable at the option  of 

     the holder. 

 

          "Register"   has  the  meaning  specified  in   Section 

     9.07(c). 

 

          "Regulation  U"  means Regulation U  of  the  Board  of 

     Governors  of the Federal Reserve System, as in effect  from 

     time to time. 

 

          "Rentals"  means the aggregate amounts payable  by  the 

     Parent  Guarantor or any Subsidiary, as lessee, to a  lessor 

     with  respect to and pursuant to the terms of any  operating 



     lease for a specified period. 

 

          "Replacement Aircraft" means any Unencumbered  Stage  3 

     Aircraft of which a Replacement Airframe is part. 

 

          "Replacement   Airframe"  means  an  airframe   (except 

     Engines  or  engines  from time to time  installed  thereon) 

     constituting part of an Unencumbered Stage 3 Aircraft, which 

     shall have been added to Schedule 1 to the Aircraft Security 

     Agreement  or  made  subject to the  Lien  of  the  Aircraft 

     Security Agreement pursuant to Section 5.01(n)(iii) or  (v), 

     together with all Parts relating to such airframe. 

 

          "Replacement Engine" means an engine of make and  model 

     suitable  for  use on any Airframe or Replacement  Airframe, 

     which  shall  have been added to Schedule 1 to the  Aircraft 

     Security Agreement pursuant to Section 5.01(n)(iii) or  (v), 

     together with all Parts relating to such engine. 

 

          "Required  Collateral Amount" means, at any  time,  the 

     sum  of  (a) the aggregate amount of the Revolving Credit  1 

     Commitments  at  such time, or if such  Revolving  Credit  1 

     Commitments shall have been terminated, an amount  equal  to 

     the  aggregate  unpaid  principal amount  of  the  Revolving 

     Credit 1 Advances, plus (b) an amount equal to the aggregate 

     unpaid principal amount of the Term 1 Advances. 

 

          "Required Lenders" means, at any time, Lenders owed  or 

     holding  at least a majority in interest of the sum  of  (a) 

     the  aggregate principal amount of the Advances  outstanding 

     at such time and (b) the aggregate unused Revolving Credit 1 

     Commitments  at such time; provided, however,  that  if  any 

     Lender  shall  be  a Defaulting Lender at such  time,  there 
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     shall be excluded from the determination of Required Lenders 

     at  such  time  (A) the aggregate principal  amount  of  the 

     Advances owing to such Lender (in its capacity as a  Lender) 

     and  outstanding  at such time and (B) the unused  Revolving 

     Credit 1 Commitment of such Lender at such time. 

 

          "Responsible   Officer"  means  any  senior   executive 

     officer,  senior  accounting officer  or  treasurer  of  the 

     Borrower,  or  any  vice  president,  director  or  managing 

     director  of  the  Borrower having  responsibility  for  the 

     administration of this Agreement. 

 

          "Restatement Effective Date" has the meaning  specified 

     in Section 3.01. 

 

          "Restatement  Initial Extension of  Credit"  means  the 

     initial  Borrowing  on  or after the  Restatement  Effective 

     Date. 

 

          "Revolving Credit Advance" has the meaning specified in 

     Section 1.01 of the Existing Credit Agreement. 

 

          "Revolving  Credit Facility" has the meaning  specified 

     in Section 1.01 of the Existing Credit Agreement. 

 

          "Revolving Credit Lender" has the meaning specified  in 

     Section 1.01 of the Existing Credit Agreement. 

 

          "Revolving  Credit Note" has the meaning  specified  in 

     Section 1.01 of the Existing Credit Agreement. 

 

          "Revolving Credit 1 Advance" means a revolving loan  or 

     revolving loans made by a Revolving Credit 1 Lender pursuant 

     to Section 2.01(b)(i) or Section 2.01(b)(iii) or deemed made 

     pursuant to Section 2.01(b)(ii). 

 

          "Revolving  Credit  1  Borrowing"  means  a   borrowing 

     consisting  of simultaneous Revolving Credit 1  Advances  of 

     the same Type made by each of the Revolving Credit 1 Lenders 

     pursuant to Section 2.01(b). 

 

          "Revolving  Credit  1 Commitment" means,  collectively, 

     (a)  with  respect  to  each Revolving  Credit  Lender  that 

     executes  and  delivers this Agreement on or  prior  to  the 

     Restatement  Effective Date, the amount set  forth  opposite 



     such  Revolving Credit 1 Lender's name on Schedule I  hereto 

     under  the  caption  "Revolving Credit  1  Commitment",  and 

     (b)  with  respect  to each Additional  Revolving  Credit  1 

     Lender that is not a Revolving Credit Lender, its Additional 

     Revolving  Credit  1 Commitment or, in each  case,  if  such 

     Lender   has  entered  into  one  or  more  Assignment   and 

     Acceptances,  the amount set forth for such  Lender  in  the 

     Register maintained by the Agent pursuant to Section 9.07(c) 

     as  such Lender's "Total Revolving Credit 1 Commitment",  as 

     such amount may be reduced at or prior to such time pursuant 

     to Section 2.04. 

 

          "Revolving Credit 1 Facility" means, at any  time,  the 

     aggregate   amount  of  the  Revolving  Credit  1   Lenders' 

     Revolving Credit 1 Commitments at such time. 
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          "Revolving  Credit  1 Lender" means, collectively,  (a) 

     each Revolving Credit Lender that executes and delivers this 

     Agreement on or prior to the Restatement Effective Date  and 

     (b)  each Additional Revolving Credit 1 Lender that  is  not 

     otherwise referred to in clause (a) of this definition. 

 

          "Revolving  Credit 1 Note" means a promissory  note  of 

     the Borrower payable to the order of any Revolving Credit  1 

     Lender,  in  substantially the form of Exhibit  A-1  hereto, 

     evidencing  the  aggregate indebtedness of the  Borrower  to 

     such  Revolving Credit 1 Lender resulting from the Revolving 

     Credit  1  Advances  made or deemed made by  such  Revolving 

     Credit 1 Lender, as amended. 

 

          "S&P"  means  Standard  & Poor's  Ratings  Services,  a 

     division  of  The  McGraw-Hill  Companies,  Inc.   and   any 

     successor thereto. 

 

          "Secured Obligations", in respect of the AA Collateral, 

     has  the  meaning  specified in Section 2  of  each  of  the 

     Aircraft  Security Agreement and the SGR Security Agreement, 

     and,  in  respect  of the AMR Collateral,  has  the  meaning 

     specified in Section 2 of the Pledge Agreement. 

 

          "Secured Parties" means the Agent and the Lenders. 

 

          "Security  Arrangements" has the meaning set  forth  in 

     Section 5.01(n)(ii). 

 

          "Security  Opinions" means, with respect  to  any  item 

     referred  to  in  Section 5.01(n), (a)  an  opinion  of  the 

     General Counsel of the Borrower substantially in the form of 

     Exhibit  H-1  to the Existing Credit Agreement  and  (b)  an 

     opinion of Daugherty Fowler Peregrin & Haught (or such other 

     counsel acceptable to the Required Lenders) substantially in 

     the form of Exhibit H-2 to the Existing Credit Agreement. 

 

          "Senior Secured Debt Rating" means, as of any date, the 

     senior  secured  debt  rating that has  been  most  recently 

     announced  by  Moody's  or  S&P  for  the  Facilities.   For 

     purposes  of  the  foregoing, (a) if only  one  of  S&P  and 

     Moody's  shall have in effect a Senior Secured Debt  Rating, 

     the  Applicable Margin shall be determined by  reference  to 

     the  available rating; (b) if both S&P and Moody's shall not 

     have  in effect a Senior Secured Debt Rating, the Applicable 

     Margin  will  be set in accordance with Level  4  under  the 

     definition  of  "Applicable  Margin";  (c)  if  any   rating 

     established by S&P or Moody's shall be changed, such  change 

     shall  be  effective as of the date on which such change  is 

     first  announced publicly by the rating agency  making  such 

     change; and (d) if S&P or Moody's shall change the basis  on 

     which  ratings are established, each reference to the Senior 

     Secured Debt Rating announced by S&P or Moody's, as the case 

     may be, shall refer to the then equivalent rating by S&P  or 

     Moody's, as the case may be. 

 

          "SGR Security Agreement" means the slot, gate and route 

     security agreement in substantially the form of Exhibit F to 

     the Existing Credit Agreement, as amended. 

 

          "Short  Term  Investments" means, as  of  any  date  of 

     determination, any US dollar denominated investment in:  (i) 

     direct  obligations  of  the United  States  or  any  agency 



     thereof,  or guaranteed by the United States or  any  agency 

     thereof;  (ii)  commercial  paper  issued  by  corporations, 
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     sovereigns  or special purpose entities (i.e., asset  backed 

     commercial  paper)  rated at least A-1 by  S&P  and  P-1  by 

     Moody's;  (iii) certificates of deposit, time  deposits  and 

     bank  notes of any bank or trust company rated not less than 

     A  by  S&P  and  A2 by Moody's; (iv) corporate or  municipal 

     securities  rated not less than A by S&P and A2 by  Moody's; 

     and  (v)  mortgage backed and asset backed securities  rated 

     not  less than A by S&P and A2 by Moody's; provided  in  the 

     case  of each of the investments referred to in clauses  (i) 

     through  (v) above, such investment matures within  eighteen 

     months from the date of such determination. 

 

          "Slots"  has the meaning specified in the SGR  Security 

     Agreement. 

 

          "Subsidiary"  means  any  corporation  of   which   the 

     Borrower and/or one or more Subsidiaries at the time owns or 

     controls,  directly  or indirectly, more  than  50%  of  the 

     shares  of stock having general voting power under  ordinary 

     circumstances to elect a majority of the board of directors, 

     managers  or  trustees of such corporation (irrespective  of 

     whether  or  not  at the time stock of any  other  class  or 

     classes of such corporation shall have or might have  voting 

     power by reason of the happening of any contingency). 

 

          "Supplemental  Agent"  has  the  meaning  specified  in 

     Section 8.01(c). 

 

          "Supporting Route Facilities" has the meaning specified 

     in the SGR Security Agreement. 

 

          "Syndication  Agent" has the meaning specified  in  the 

     recital of parties to this Agreement. 

 

          "Taxes"  means  any  present or future  taxes,  levies, 

     imposts, deductions, charges or withholdings imposed by  any 

     governmental authority. 

 

          "Temporary  Storage" for any Aircraft means  that  such 

     Aircraft  (A)  has been stored (1) without  a  scheduled  or 

     planned return to active service, sale or lease and (2) in a 

     manner  suitable for an aircraft expected to be returned  to 

     service,  sold or leased within one year, (B)  has  been  in 

     such  storage for less than one year, and (C) may be removed 

     from such storage without material cost for such removal, in 

     each  case, as such storage status is reported in good faith 

     by  the  Borrower to the Agent at the time of the applicable 

     appraisal. 

 

          "Term  Advance"  has the meaning specified  in  Section 

     1.01 of the Existing Credit Agreement. 

 

          "Term  Commitment" has the meaning specified in Section 

     1.01 of the Existing Credit Agreement. 

 

          "Term Lender" has the meaning specified in Section 1.01 

     of the Existing Credit Agreement. 

 

          "Term  Note" has the meaning specified in Section  1.01 

     of the Existing Credit Agreement. 
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          "Term  1 Advance" means a term loan or term loans  made 

     by a Term 1 Lender pursuant to Section 2.01(a)(ii) or deemed 

     made pursuant to Section 2.01(a)(i). 

 

          "Term  1  Borrowing"  means a borrowing  consisting  of 

     simultaneous Term 1 Advances of the same Type  made  by  the 

     Term 1 Lenders pursuant to Section 2.01(a). 

 

          "Term  1  Commitment"  means,  collectively,  (a)  with 

     respect to each Term Lender that executes and delivers  this 

     Agreement on or prior to the Restatement Effective Date, the 

     amount  set  forth  opposite  such  Term  Lender's  name  on 



     Schedule  I  hereto, under the caption "Term 1  Commitment", 

     and  (b) with respect to each Additional Term 1 Lender  that 

     is  not a Term Lender, its Additional Term 1 Commitment  or, 

     in  each  case, if such Lender has entered into one or  more 

     Assignment  and Acceptances, the amount set forth  for  such 

     Lender  in the Register maintained by the Agent pursuant  to 

     Section 9.07(c) as such Lender's "Total Term 1 Commitment". 

 

          "Term  1  Facility" means, at any time,  the  aggregate 

     amount  of  the Term 1 Lenders' Term 1 Commitments  at  such 

     time. 

 

          "Term  1  Lender" means, collectively,  (a)  each  Term 

     Lender that executes and delivers this Agreement on or prior 

     to  the  Restatement Effective Date and (b) each  Additional 

     Term  1  Lender that is not otherwise referred to in  clause 

     (a) of this definition. 

 

          "Term  1  Note" means a promissory note of the Borrower 

     payable  to the order of any Term 1 Lender, in substantially 

     the  form of Exhibit A-2 hereto, evidencing the indebtedness 

     of  the  Borrower to such Lender resulting from the  Term  1 

     Advances made or deemed made by such Lender, as amended. 

 

          "Termination Date" means the earlier of (a) the date of 

     termination in whole of the Commitments pursuant to  Section 

     2.04 or 6.01 and (b) (i) for purpose of the Revolving Credit 

     1 Facility, June 17, 2009 and (ii) for purpose of the Term 1 

     Facility, December 17, 2010. 

 

          "Title  49"  has  the  meaning  specified  in  the  SGR 

     Security Agreement. 

 

          "Transaction"  means the transactions  contemplated  by 

     the Financing Documents. 

 

          "Type"  refers  to  the  distinction  between  Advances 

     bearing  interest  at  the Base Rate  and  Advances  bearing 

     interest at the Eurodollar Rate. 

 

          "Unencumbered  Stage  3  Aircraft"  means  a  "Stage  3 

     airplane" as defined in Title 14, Section 36.1(f)(6) of  the 

     Code  of  Federal Regulations consisting of Boeing  737-800, 

     757-200,  767-200ER,  767-300ER  and  777-200  aircraft  and 

     McDonnell Douglas MD-80 aircraft, in each case owned by  the 

     Borrower  and unencumbered by any Lien, other than Permitted 

     Liens. 

 

          "Unfunded Liabilities" means, with respect to any  Plan 

     at  any  time, the amount (if any) by which (i) the  present 

     value of all benefits under such Plan exceeds (ii) the  fair 

     market  value of all Plan assets allocable to such  benefits 

     (excluding  any  accrued  but  unpaid  contributions),   all 
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     determined  as  of the then most recent valuation  date  for 

     such   Plan,  but  only  to  the  extent  that  such  excess 

     represents  a potential liability of a member of  the  ERISA 

     Group  to  the PBGC or any other Person under  Title  IV  of 

     ERISA. 

 

          "United  States Citizen" has the meaning  specified  in 

     Section 4.01(q). 

 

          "Voting Interests" means shares of capital stock issued 

     by  a  corporation, or equivalent Equity  Interests  in  any 

     other  Person, the holders of which are ordinarily,  in  the 

     absence  of contingencies, entitled to vote for the election 

     of  directors  (or persons performing similar functions)  of 

     such Person, even if the right so to vote has been suspended 

     by the happening of such a contingency. 

 

          SECTION 1.02. Computation of Time Periods; Other 

Definitional Provisions. In this Agreement and the other Financing 

Documents in the computation of periods of time from a specified 

date to  a later  specified date, the word "from" means "from and 

including" and  the  words  "to" and "until" each mean "to  but 

excluding". References  in  the  Financing  Documents  to  any 

agreement  or contract  "as  amended" shall mean and be  a  reference 

to  such agreement   or   contract  as  amended,  amended  and 



restated, supplemented  or  otherwise  modified  from  time  to time 

in accordance with its terms. 

 

          SECTION 1.03. Accounting Terms.   All accounting terms 

not specifically defined herein shall   be   construed  in  accordance 

with  generally  accepted accounting  principles  consistent  with 

those  applied  in  the preparation   of   the  financial  statements 

referred to in Sections 4.01(g)(i) and 4.02(e)(i), as applicable ("GAAP"). 

 

          SECTION 1.04. Deemed References. Upon  the  Restatement 

Effective  Date,  (i)  all references   to   "Term   Advance", 

"Term   Borrowing", "Term Commitment", "Term Facility", "Term Lender" 

and "Term  Note"  in the  Financing Documents (other than in this 

Agreement) shall  be deemed references to "Term 1 Advance", "Term 1 

Borrowing", "Term 1  Commitment", "Term 1 Facility", "Term 1 Lender" 

and "Term  1 Note", respectively; and (ii) all references to "Revolving 

Credit Advance",   "Revolving  Credit  Borrowing",   "Revolving  Credit 

Commitment",  "Revolving  Credit  Facility",  "Revolving   Credit 

Lender",  and "Revolving Credit Note"  in the Financing Documents 

(other  than  in  this Agreement) shall be deemed  references  to 

"Revolving  Credit  1 Advance", "Revolving Credit  1  Borrowing", 

"Revolving  Credit 1 Commitment", "Revolving Credit 1  Facility", 

"Revolving  Credit  1  Lender" and  "Revolving  Credit  1  Note", 

respectively. 

 

                           ARTICLE II 

 

                AMOUNTS AND TERMS OF THE ADVANCES 

 

          SECTION 2.01. The Advances.  (a) The Term 1 Advances. 

 

          (i)    Exchange.   Notwithstanding  anything   to   the 

contrary  in  Sections 2.11 and 2.13, each Term 1 Lender  with  a 

Term  1  Commitment severally agrees, on the terms and conditions 

hereinafter set forth, to exchange its Term Advance for a Term  1 

Advance  with  a principal amount equal to that of the  exchanged 

Term  Advance  on the Restatement  Effective Date, and  from  and 

after  the Restatement Effective Date such Term Advance shall  be 

deemed  repaid  and refinanced in full and such  Term  1  Advance 

shall  be  deemed  made hereunder.  On the Restatement  Effective 
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Date,  each  Term  Lender  shall deliver  to  the  Borrower  each 

Term Note issued to it, if any. 

 

          (ii)  The  Additional Term 1 Advances.  Each Additional 

Term  1  Lender  severally agrees, on the  terms  and  conditions 

hereinafter set forth, to make an advance (an "Additional Term  1 

Advance") to the Borrower on the Restatement Effective Date in  a 

principal amount equal to its Additional Term 1 Commitment.   The 

Borrower shall use the proceeds of the Additional Term 1 Advances 

to  refinance (i) up to $200 million in Revolving Credit Advances 

of  the  Revolving Credit Lenders and (ii) all Term  Advances  of 

Term  Lenders  that do not execute and deliver this Agreement  on 

the   Restatement  Effective  Date  with  the  proceeds  of   the 

Additional Term 1 Advances.  Any Term 1 Advances made and  repaid 

or prepaid may not be reborrowed. 

 

          (iii)     Interest.  On the Restatement Effective  Date 

the  Borrower  shall pay all accrued and unpaid interest  on  the 

Term Advances to the Term Lenders. 

 

          (b)  (i) The Revolving Credit 1 Advances. Each Revolving 

Credit 1 Lender severally  agrees,  on  the  terms  and   conditions 

hereinafter  set  forth  and  after  giving  effect  to  Sections 

2.01(b)(ii)  and 2.01(b)(iii), to make advances to  the  Borrower 

from time to time on any Business Day during the period from  the 

Restatement  Effective  Date until the  Termination  Date  in  an 

amount  for each such Advance not to exceed such Revolving Credit 

1  Lender's  Revolving Credit 1 Commitment at  such  time.   Each 

Revolving  Credit 1 Borrowing shall be in an aggregate amount  of 

$10,000,000  or  an  integral multiple of  $1,000,000  in  excess 

thereof and shall consist of Revolving Credit 1 Advances  of  the 

same  Type made on the same day by the Revolving Credit 1 Lenders 

ratably   according  to  their  respective  Revolving  Credit   1 

Commitments. 

 

          (ii)   Exchange.   Notwithstanding  anything   to   the 

contrary in Sections 2.11 and 2.13, each Revolving Credit  Lender 



with  a  Revolving Credit 1 Commitment severally agrees,  on  the 

terms  and conditions hereinafter set forth, to (A) exchange  its 

Revolving Credit Advance for a Revolving Credit 1 Advance with  a 

principal  amount equal to the product of the aggregate principal 

amount  of  all outstanding Revolving Credit 1 Advances  (without 

giving  effect  to  any Additional Revolving Credit  1  Advances) 

times such Revolving Credit Lender's Exchange Ratio, and from and 

after  the  Restatement  Effective  Date  such  Revolving  Credit 

Advance  shall be deemed repaid and refinanced to the  extent  of 

such  Revolving  Credit  1 Advance and such  Revolving  Credit  1 

Advance  shall  be  deemed made hereunder and  (B)  exchange  its 

Revolving  Credit Commitment for a Revolving Credit 1  Commitment 

in  an amount equal to the product of the aggregate amount of all 

Revolving  Credit  1 Commitments (without giving  effect  to  any 

Additional  Revolving Credit 1 Commitments) times such  Revolving 

Credit  Lender's  Exchange Ratio.  On the  Restatement  Effective 

Date,  each Revolving Credit Lender shall deliver to the Borrower 

each Revolving Credit Note issued to it, if any. 

 

          (iii)      The  Additional Revolving Credit 1 Advances. 

Each  Additional Revolving Credit 1 Lender severally  agrees,  on 

the  terms  and  conditions hereinafter set  forth,  to  make  an 

advance  (an  "Additional Revolving Credit  1  Advance")  to  the 

Borrower on the Restatement Effective Date in a principal  amount 

equal  to  its pro rata share (based on such Additional Revolving 
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Credit  1  Lender's portion of the aggregate Additional Revolving 

Credit  1 Commitments) of the excess of (x) the Revolving  Credit 

Advances   outstanding  immediately  prior  to  the   Restatement 

Effective Date over (y) the sum of (1) $200 million plus (2)  the 

Revolving Credit 1 Advances made by the Revolving Credit  Lenders 

on  the Restatement Effective Date.  The Borrower shall refinance 

all Revolving Credit Advances of Revolving Credit Lenders that do 

not  execute  and  deliver  this  Agreement  on  the  Restatement 

Effective  Date  with  the proceeds of the  Additional  Revolving 

Credit 1 Advances and the Additional Term 1 Advances. 

 

          (iv)  Interest.  On the Restatement Effective Date  the 

Borrower  shall  pay  all  accrued and  unpaid  interest  on  the 

Revolving  Credit  Advances  to  the  Revolving  Credit  Lenders; 

provided,  however, it is understood that the  existing  Interest 

Periods of the Revolving Credit Advances prior to the Restatement 

Effective  Date  shall  continue on  and  after  the  Restatement 

Effective  Date  for  the Revolving Credit 1  Advances,  and  the 

Revolving  Credit  1  Advances  shall  accrue  interest  at   the 

Eurodollar  Rate  or  the  Base Rate,  as  applicable,  plus  the 

Applicable   Margin  in  effect  on  and  after  the  Restatement 

Effective Date. 

 

          (v)  Borrowings and Repayments/Prepayments.  Within the 

limits  of  each Revolving Credit 1 Lender's Revolving  Credit  1 

Commitment  in effect from time to time, the Borrower may  borrow 

under  this Section 2.01(b), repay or prepay pursuant to  Section 

2.05 and reborrow under this Section 2.01(b). 

 

          SECTION 2.02.Making the Advances.   (a)(i)Each Borrowing 

(other than a  Borrowing consisting of Additional Term 1 Advances 

or Additional  RevolvingCredit 1 Advances) shall be made on notice, 

given not later than 11:00 A.M. (New York City time) on the third 

Business Day  priorto  the date of the proposed Borrowing in the 

case of a Borrowing consisting  of Eurodollar Rate Advances or 11:00 A.M. 

(New  York City time) on the date of the proposed Borrowing in the 

case of a Borrowing  consisting of Base Rate Advances, by the  Borrower 

to the  Agent,  which shall give to each Appropriate  Lender  prompt 

notice  thereof by telecopier or telex.  Each such  notice  of  a 

Borrowing  (a  "Notice  of Borrowing")  shall  be  by  telephone, 

confirmed  immediately  in writing, or  telecopier  or  telex  in 

substantially  the  form of Exhibit B hereto, specifying  therein 

the  requested  (A)  date of such Borrowing, (B)  Facility  under 

which  such  Borrowing  is  to  be made,  (C)  Type  of  Advances 

comprising such Borrowing, (D) aggregate amount of such Borrowing 

and  (E) in the case of a Borrowing consisting of Eurodollar Rate 

Advances,  initial Interest Period for each such  Advance.   Each 

Appropriate Lender shall, before 1:00 P.M. (New York  City  time) 

on  the date of such Borrowing, make available for the account of 

its  Applicable  Lending  Office to  the  Agent  at  the  Agent's 

Account, in same day funds, such Lender's ratable portion of such 

Borrowing in accordance with the respective Commitments under the 

applicable  Facility  of such Lender and  the  other  Appropriate 



Lenders.   After  the  Agent's receipt of  such  funds  and  upon 

fulfillment  of  the applicable conditions set forth  in  Article 

III, the Agent will make such funds available to the Borrower  by 

crediting the Borrower's Account. 

 

          (ii)  Except as otherwise provided in Section  2.02(b), 

each  Borrowing  consisting  of Additional  Term  1  Advances  or 

Additional  Revolving  Credit 1 Advances shall  be  made  on  the 

Restatement Effective Date; provided that notice shall have  been 

given to the Agent not later than 12:00 Noon (New York City time) 

on  the  Business Day prior to the Restatement Effective Date  of 
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such  proposed  Borrowing by the Borrower (and which  notice  the 

Administrative Agent shall have given to each Additional  Term  1 

Lender  and  Additional Revolving Credit 1 Lender  prompt  notice 

thereof by telex or telecopier).  Each such notice of a Borrowing 

consisting of Additional Term 1 Advances or Additional  Revolving 

Credit  1  Advances to be made on the Restatement Effective  Date 

shall  have been by telephone, confirmed immediately in  writing, 

or  telex  or telecopier, in substantially the form of Exhibit  B 

hereto,  specifying  therein  the  requested  (A)  date  of  such 

Borrowing, (B) Facility under which such Borrowing is to be made, 

(C) Type of Advances comprising such Borrowing, and (D) aggregate 

amount  of  such Borrowing.  Each Additional Term  1  Lender  and 

Additional  Revolving Credit 1  Lender shall, before  11:00  A.M. 

(New  York  City  time) on the Restatement Effective  Date,  make 

available for the account of its Applicable Lending Office to the 

Administrative  Agent at the Administrative Agent's  Account,  in 

same  day  funds, such Lender's ratable portion of such Borrowing 

in   accordance  with  the  respective  Commitments   under   the 

applicable Facility of such Lender and the other Additional  Term 

1   Lenders   and   Additional  Revolving   Credit   1   Lenders, 

respectively.  After the Administrative Agent's receipt  of  such 

funds,  the Administrative Agent shall apply such funds to prepay 

ratably  the  aggregate principal amount of any outstanding  Term 

Advances  and Revolving Credit Advances of the Term  Lenders  and 

the  Revolving Credit Lenders, respectively, that are not Term  1 

Lenders  or Revolving Credit 1 Lenders, respectively,  and  shall 

deposit  any  remaining  funds,  after  giving  effect  to   such 

prepayments, in the Borrower's Account. 

 

          (b)   Anything in subsection (a) above to the  contrary 

notwithstanding, (i) the Borrower may not select Eurodollar  Rate 

Advances  for  any  Borrowing if the  aggregate  amount  of  such 

Borrowing  is less than $10,000,000 or if the obligation  of  the 

Appropriate Lenders to make Eurodollar Rate Advances  shall  then 

be  suspended pursuant to Section 2.07 or 2.10 and (ii) the  Term 

Advances may not be outstanding as part of more than six separate 

Borrowings  and  the  Revolving  Credit  Advances  may   not   be 

outstanding as part of more than six separate Borrowings. 

 

          (c)  If the Borrower fails to borrow any Borrowing to be 

comprised of Eurodollar Rate Advances after the related Notice of 

Borrowing has been given to any Appropriate Lender in accordance 

with Section 2.02(a), the Borrower shall, within 15 days after 

demand by any Appropriate Lender, reimburse such Lender for any 

resulting loss or expense incurred by it (or by an existing or 

prospective participant in the related Advance), including 

(without limitation) any loss incurred in obtaining, liquidating 

or employing deposits from third parties, but excluding loss of 

margin for the period after such failure to borrow, provided that 

such Lender has delivered to the Borrower a certificate setting 

forth in reasonable detail calculations as to the amount of such 

loss or expense, which certificate shall be conclusive absent 

manifest error. 

 

          (d)  Unless the Agent shall have received notice from an 

Appropriate Lender prior to the date of any Borrowing under a 

Facility under which such Lender has a Commitment that such 

Lender will not make available to the Agent such Lender's ratable 

portion of such Borrowing, the Agent may assume that such Lender 

has made such portion available to the Agent on the date of such 

Borrowing in accordance with subsection (a) of this Section 2.02 

and the Agent may, in reliance upon such assumption, make 

available to the Borrower on such date a corresponding amount. 

If and to the extent that such Lender shall not have so made such 
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ratable portion available to the Agent, such Lender and the 

Borrower severally agree to repay to the Agent forthwith on 

demand such corresponding amount together with interest thereon, 

for each day from the date such amount is made available to the 

Borrower until the date such amount is repaid to the Agent, at 

(i) in the case of the Borrower, the higher of (A) the interest 

rate applicable at the time to Advances comprising such Borrowing 

and (B) the cost of funds incurred by the Agent in respect of 

such amount; provided, however, that (x) the Borrower shall have 

received from the Agent notice that the Agent has made such 

amount available to the Borrower pursuant to its right under this 

Section 2.02(d) to assume receipt of such Lender's ratable 

portion and (y) any payment by the Borrower of such amount shall 

be without prejudice to its rights against such Lender under this 

Agreement; and (ii) in the case of such Lender, the Federal Funds 

Rate.  If such Lender shall repay to the Agent such corresponding 

amount, such amount so repaid shall constitute such Lender's 

Advance as part of such Borrowing for purposes of this Agreement. 

(e)  The failure of any Lender to make the Advance to be made by 

it as part of any Borrowing shall not relieve any other Lender of 

its obligation, if any, hereunder to make its Advance on the date 

of such Borrowing, but no Lender shall be responsible for the 

failure of any other Lender to make the Advance to be made by 

such other Lender on the date of any Borrowing. 

 

          SECTION 2.03. Fees. (a) Commitment Fee. The Borrower agrees 

to pay to the  Agent  for  the  account of each of the Revolving 

Credit  1 Lenders, from the Restatement Effective Date, in the case 

of each Revolving  Credit  1 Lender that delivers this  Agreement  on 

or prior  to the Restatement Effective Date, and  from the effective 

date specified in the Assignment and Acceptance pursuant to which 

it  became a Revolving Credit 1 Lender, in the case of each other 

Revolving  Credit  1 Lender, until the Termination  Date  of  the 

Revolving Credit 1 Facility, payable in arrears on the  last  day 

of  each March, June, September and December commencing March 31, 

2006  and  on  the  Termination Date of the  Revolving  Credit  1 

Facility,  a commitment fee on the average daily unused Revolving 

Credit   1 Commitment of such Revolving Credit 1  Lender  at  the 

rate  of 1/2 of 1% per annum; provided, however, that no commitment 

fee shall accrue on any of the Revolving Credit  1 Commitments of 

a  Defaulting Lender so long as such Lender shall be a Defaulting 

Lender. 

 

          (b)  Agent's Fees.  The Borrower shall pay to the Agent for its 

own  account such fees as may from time to time be agreed between 

the Borrower and the Agent. 

 

          SECTION 2.04. Termination or Reduction of the Commitments. 

          (a)   Optional. The Borrower shall have the right, upon at least 

three Business Days' notice  to  the  Agent,  to terminate in whole 

or reduce ratably in part the unused  portions of the Revolving Credit 

Commitments of the Lenders, provided that each  partial  reduction  shall 

be in  the  aggregate  amount  of $10,000,000  or  an  integral multiple 

of  $1,000,000  in  excess thereof. 

 

          (b)  Mandatory.  (i)  Term 1 Facility. On the date of the Term 1 

Borrowing,  after  giving effect to such Term  1  Borrowing,  the 

aggregate  Term  1  Commitments of the Term 1  Lenders  shall  be 

automatically and permanently reduced to zero. 
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          (ii) Revolving Credit 1 Facility.  On each date set forth below, 

the Revolving Credit 1 Commitments shall be reduced by the amount 

set  forth  opposite  such  date (with  each  such  reduction  of 

Revolving  Credit  1  Commitments to be made  ratably  among  the 

Revolving Credit 1 Lenders' Revolving Credit 1 Commitments): 

 

              Date               Amount of 

                                 Reduction 

              June 17, 2006      $10,000,000 

              September 17,      $10,000,000 

              2006 

              December 17, 2006  $10,000,000 

 

              March 17, 2007     $10,000,000 

              June 17, 2007      $10,000,000 

              September 17,      $10,000,000 

              2007 

              December 17, 2007  $10,000,000 



 

              March 17, 2008     $0.00 

              June 17, 2008      $0.00 

              September 17,      $0.00 

              2008 

              December 17, 2008  $0.00 

 

              March 17, 2009     $0.00 

              June 17, 2009      $255,000,000 

 

 

          SECTION 2.05. Repayment of Advances. (a)  Term 1 Advances. 

The Borrower shall repay  to the  Agent  for  the ratable account of 

the Term  1  Lenders  the aggregate outstanding principal amount of the 

Term 1 Advances  on the following dates in the amounts indicated (which 

amounts shall be  reduced  as  a  result of the application of  prepayments 

in accordance with the order of priority set forth in Section 2.08): 

 

              Date               Amount 

              June 17, 2006      $1,120,000 

              September 17,      $1,120,000 

              2006 

              December 17, 2006  $1,120,000 

 

              March 17, 2007     $1,120,000 

              June 17, 2007      $1,120,000 

              September 17,      $1,120,000 

              2007 

              December 17, 2007  $1,120,000 

 

              March 17, 2008     $1,120,000 

              June 17, 2008      $1,120,000 

              September 17,      $1,120,000 

              2008 

              December 17, 2008  $1,120,000 
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              March 17, 2009     $1,120,000 

              June 17, 2009      $1,120,000 

              September 17,      $1,120,000 

              2009 

              December 17, 2009  $1,120,000 

 

              March 17, 2010     $0.00 

              June 17, 2010      $0.00 

              September 17,      $0.00 

              2010 

              December 17, 2010  $431,200,000 

 

provided, however, that the final principal installment shall  be 

repaid  on the Termination Date in respect of the Term 1 Facility 

and  in  any  event shall be in an amount equal to the  aggregate 

principal amount of the Term 1 Advances outstanding on such date. 

 

          (b)  Revolving Credit 1 Advances.  The Borrower shall repay to 

the  Agent  for  the  ratable account of the Revolving  Credit  1 

Lenders  on  the  Termination Date in respect  of  the  Revolving 

Credit 1 Facility the aggregate principal amount of the Revolving 

Credit 1 Advances then outstanding. 

 

 

          SECTION 2.06. Interest.  (a) Scheduled Interest. 

The Borrower shall pay interest on the unpaid principal amount of each 

Advance owing  to each  Lender  from the date of such Advance until such 

principal amount shall be paid in full, at the following rates per annum: 

 

          (i)  Base Rate Advances.  During such periods as such Advance is 

     a Base Rate Advance, a rate per annum equal at all times to the 

     sum of (x) the Base Rate in effect from time to time plus (y) the 

     Applicable Margin in effect from time to time, payable in arrears 

     quarterly on the last day of each March, June, September and 

     December during such periods and on the date such Base  Rate 

     Advance shall be Converted or paid in full. 

 

          (ii) Eurodollar Rate Advances.  During such periods as such 

     Advance is a Eurodollar Rate Advance, a rate per annum equal at 

     all times during each Interest Period for such Advance to the sum 

     of (x) the Eurodollar Rate for such Interest Period for such 

     Advance plus (y) the Applicable Margin in effect from time to 



     time, payable in arrears on the last day of such Interest Period 

     and, if such Interest Period has a duration of more than three 

     months, on each day that occurs during such Interest Period every 

     three months from the first day of such Interest Period and on 

     the date such Eurodollar Rate Advance shall be Converted or paid 

     in full. 

 

          (b)  Default Interest.  Upon the occurrence and during the 

continuance  of  an Event of Default under Section  6.01(a),  the 

Borrower shall pay interest on (x) the unpaid principal amount of 

each  Advance  owing to each Lender, payable in  arrears  on  the 

dates  referred  to  in  clause (a)(i) or (a)(ii)  above  and  on 

demand,  at a rate per annum equal at all times to 2%  per  annum 

above  the  rate  per annum required to be paid on  such  Advance 

pursuant to clause (a)(i) or (a)(ii) above and (y) to the fullest 

extent permitted by law, the amount of any interest, fee or other 

amount  payable under the Financing Documents that  is  not  paid 

when  due,  from  the date such amount shall be  due  until  such 

amount shall be paid in full, payable in arrears on the date such 

amount  shall be paid in full and on demand, at a rate per  annum 

equal  at  all  times to 2% per annum above the  rate  per  annum 

required  to  be paid, in the case of interest, on  the  Type  of 
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Advance  on  which such interest has accrued pursuant  to  clause 

(a)(i)  or  (a)(ii) above and, in all other cases, on  Base  Rate 

Advances pursuant to clause (a)(i) above. 

 

         (c)  Notice of Interest Period and Interest Rate. Promptly after 

receipt of a Notice of Borrowing pursuant to Section 2.02(a), a 

notice of Conversion pursuant to Section 2.07 or a notice of 

selection of an Interest Period pursuant to the terms of the 

definition of "Interest Period", the Agent shall give notice to 

the Borrower and each Appropriate Lender of the applicable 

Interest Period and the applicable interest rate determined by 

the Agent for purposes of clause (a)(i) or (a)(ii) above. 

 

 

          SECTION 2.07. Conversion of Advances. (a)   Optional. 

The Borrower may on  any  Business Day,  upon  notice given to the 

Agent not later than  11:00  A.M. (New  York City time) on the third 

Business Day prior to the date of  the  proposed  Conversion and 

subject to  the  provisions  of Section 2.09, Convert all or any 

portion of the Advances  of  one Type  comprising the same Borrowing 

into Advances  of  the  other Type;  provided, however, that any 

Conversion of Eurodollar  Rate Advances  into Base Rate Advances shall 

be made only on the  last day  of an Interest Period for such Eurodollar 

Rate Advances, any Conversion  of  Base Rate Advances into Eurodollar 

Rate  Advances shall  be in an amount not less than the minimum amount 

specified in Section 2.02(b), no Conversion of any Advances shall 

result in more separate Borrowings than permitted under Section 2.02(b) 

and each Conversion of Advances comprising part of the same Borrowing 

under  any  Facility shall be made ratably among the  Appropriate 

Lenders in accordance with their Commitments under such Facility. 

Each  such  notice of a Conversion shall, within the restrictions 

specified  above,  specify (i) the date of such Conversion,  (ii) 

the Advances to be Converted and (iii) if such Conversion is into 

Eurodollar  Rate  Advances, the duration of the initial  Interest 

Period for each such Advance.  Each notice of Conversion shall be 

irrevocable and binding on the Borrower. 

 

          (b)  Mandatory.  (i)  On the date on which the aggregate unpaid 

principal  amount  of  Eurodollar Rate  Advances  comprising  any 

Borrowing   shall  be  reduced,  by  payment  or  prepayment   or 

otherwise,   to  less  than  $10,000,000,  such  Advances   shall 

automatically Convert into Base Rate Advances. 

 

          (ii) If the Borrower shall fail to select the duration of any 

Interest  Period for any Eurodollar Rate Advances  in  accordance 

with  the  provisions  contained in the definition  of  "Interest 

Period"  in Section 1.01, the Agent will forthwith so notify  the 

Borrower  and  the  Appropriate  Lenders,  whereupon  each   such 

Eurodollar  Rate Advance will automatically, on the last  day  of 

the  then existing Interest Period therefor, Convert into a  Base 

Rate Advance. 

 

          (iii) Upon the occurrence and during the continuance of any 

Event of Default, (x) each Eurodollar Rate Advance will 

automatically, on the last day of the then existing Interest 

Period therefor, Convert into a Base Rate Advance and (y) the 



obligation of the Lenders to make, or to Convert Advances into, 

Eurodollar Rate Advances shall be suspended. 

 

 

          SECTION 2.08. Prepayments of Advances.   (a)   Optional. 

The Borrower may, upon  notice  at least  three Business Days' prior 

to the date of such prepayment, in the case of Eurodollar Rate Advances, 

and upon notice at least one  Business  Day prior to the date of such 

prepayment,  in  the case  of  Base  Rate Advances, to the Agent stating 

the  proposed date  and  aggregate principal amount of the prepayment, 
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and  if such  notice  is given the Borrower shall, prepay the outstanding 

principal  amount  of the Advances comprising part  of  the  same 

Borrowing  in  whole  or ratably in part, together  with  accrued 

interest  to the date of such prepayment on the principal  amount 

prepaid,  provided,  however, that (x)  each  partial  prepayment 

shall  be in an aggregate principal amount of $10,000,000  or  an 

integral multiple of $1,000,000 in excess thereof and (y) in  the 

event  of  any such prepayment of a Eurodollar Rate Advance,  the 

Borrower  shall be obligated to reimburse the Lenders in  respect 

thereof pursuant to Section 9.04(c).  Each such prepayment of any 

Term  1 Advances shall be applied to the installments thereof  in 

inverse order of maturity. 

 

          (b)  Mandatory.  The Borrower shall, on each Business Day, prepay 

an  aggregate principal amount of the Revolving Credit 1 Advances 

comprising part of the same Borrowings in an amount equal to  the 

amount  by  which  (A)  the  aggregate principal  amount  of  the 

Revolving  Credit  1 Advances then outstanding  exceeds  (B)  the 

Revolving Credit 1 Facility on such Business Day. 

 

          SECTION 2.09. Increased Costs, Etc.(a) If on or after the 

date hereof, the adoption of any  applicable  law, rule or regulation, 

or any  change  in  any applicable  law,  rule  or  regulation, 

or  any  change  in  the interpretation  or  administration thereof 

by  any  governmental authority,  central bank or comparable agency 

charged  with  the interpretation  or administration thereof, or compliance 

by  any Lender  (or  its Applicable Lending Office) with any  request  or 

directive  (whether or not having the force of law) of  any  such 

authority, central bank or comparable agency: 

 

          (i)  shall subject any Lender (or its Applicable Lending Office) 

     to any tax, duty or other charge with respect to its Eurodollar 

     Rate  Advances,  its related Note or its Commitment  or  its 

     obligation to make Eurodollar Rate Advances, or shall change the 

     basis of taxation of payments to any Lender (or its Applicable 

     Lending Office) of the principal of or interest on its Eurodollar 

     Rate Advances or any other amounts due under this Agreement in 

     respect of its Eurodollar Rate Advances or its obligation to make 

     Eurodollar Rate Advances (except for changes in franchise taxes 

     or  taxes  on the overall net income of such Lender  or  its 

     Applicable Lending Office unless such taxes arise in whole or in 

     part by reason of the activities, presence or other connection of 

     the Borrower in or with the jurisdiction imposing such taxes); or 

 

         (ii) shall impose, modify or deem applicable any reserve 

    (including, without limitation, any such requirement imposed by 

    the Board of Governors of the Federal Reserve System, but 

    excluding with respect to any Eurodollar Rate Advance any such 

    requirement included in an applicable Eurodollar Reserve 

    Percentage), special deposit, insurance assessment or similar 

    requirement against assets of, deposits with or for the account 

    of, or credit extended by, any Lender (or its Applicable Lending 

    Office) or shall impose on any Lender (or its Applicable Lending 

    Office) or on the London interbank market any other condition 

    affecting its Eurodollar Rate Advances, its related Note or its 

    obligation to make Eurodollar Rate Advances; 

 

and the result of any of the foregoing is to increase the cost to 

such  Lender  (or  its Applicable Lending Office)  of  making  or 

maintaining any Eurodollar Rate Advance, or to reduce the  amount 
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of  any  sum  received  or  receivable by  such  Lender  (or  its 

Applicable Lending Office) under this Agreement or under its Note 

with  respect thereto, by an amount deemed by such Lender  to  be 

material, then, within 15 days after demand by such Lender  (with 

a  copy to the Agent), the Borrower shall pay to such Lender such 



additional  amount or amounts as will compensate such Lender  for 

such increased cost or reduction. 

 

          (b)  If any Lender shall have determined that, after the date 

hereof,  the  adoption of any applicable law, rule or  regulation 

regarding capital adequacy, or any change in any applicable  law, 

rule  or regulation regarding capital adequacy, or any change  in 

the  interpretation or administration thereof by any governmental 

authority,  central bank or comparable agency  charged  with  the 

interpretation  or  administration thereof,  or  any  request  or 

directive  regarding capital adequacy (whether or not having  the 

force  of  law) of any such authority, central bank or comparable 

agency,  has  or would have the effect of reducing  the  rate  of 

return on capital of such Lender (or any Person controlling  such 

Lender)  as  a  direct  consequence of such Lender's  obligations 

hereunder to a level below that which such Lender (or any  Person 

controlling  such  Lender)  could  have  achieved  but  for  such 

adoption, change, request or directive (taking into consideration 

its  policies  with  respect to capital adequacy)  by  an  amount 

deemed  by such Lender to be material, then, from time  to  time, 

within  15 days after demand by such Lender (with a copy  to  the 

Agent),  the  Borrower shall pay to such Lender  such  additional 

amount  or amounts as will compensate such Lender (or any  Person 

controlling  such Lender) for such reduction (without duplication 

of any amounts payable pursuant to subsection (a) above). 

 

         (c)  Each Lender will notify the Borrower and the Agent of any 

event occurring after the date of this Agreement which will 

entitle such Lender to compensation pursuant to this Section 2.09 

as promptly as practicable after it obtains knowledge thereof, 

specifying the event giving rise to such claim and setting out in 

reasonable detail an estimate (without prejudice) of the basis 

and computation of such claim.  Upon receipt of such notice and 

of such further notice as may be required by this subsection (c), 

the Borrower shall compensate such Lender in accordance with this 

Section 2.09 from as of the date such costs are incurred 

(including, without limitation, where such costs are 

retroactively applied); provided that the Borrower shall not be 

required to compensate a Lender for costs incurred earlier than 

120 days prior to the date of the notice required to be delivered 

to the Borrower pursuant to this subsection (c).  As soon as 

practicable after the delivery of the initial notice pursuant to 

this subsection (c), such Lender will furnish the Borrower with a 

certificate setting forth in reasonable detail the basis and 

amount of each request by such Lender for compensation under this 

Section 2.09, accompanied by such evidence of such Lender's 

entitlement to make a claim under this Section 2.09 as the 

Borrower may reasonably request. 

 

         (d)  If, with respect to any Eurodollar Rate Advances, the 

Required Lenders notify the Agent that the Eurodollar Rate for 

any Interest Period for such Advances will not adequately reflect 

the cost to such Lenders of making, funding or maintaining their 

Eurodollar Rate Advances for such Interest Period, the Agent 

shall forthwith so notify the Borrower and the Appropriate 

Lenders, whereupon (i) each such Eurodollar Rate Advance under 

such Facility will automatically, on the last day of the then 

existing Interest Period therefor, Convert into a Base Rate 

Advance and (ii) the obligation of the Appropriate Lenders to 

make, or to Convert Advances into, Eurodollar Rate Advances shall 

be suspended until the Agent shall notify the Borrower that such 
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Lenders have determined that the circumstances causing such 

suspension no longer exist. 

 

         (e)  The Borrower shall not be liable to any Lender in 

respect of any withholding taxes (including, without limitation, Taxes) 

under this Section. 

 

 

          SECTION 2.10. Illegality. Notwithstanding  any  other 

provision   of   this Agreement,  if  the  adoption of or  any 

change  in  or  in  the interpretation of any law or regulation shall 

make  it  unlawful, or  compliance by any Lender with any request or 

directive of any central  bank  or  other  governmental authority 

shall  make  it unlawful,  for  any  Lender or its Eurodollar Lending 

Office  to perform  its  obligations  hereunder  to  make  Eurodollar 

Rate Advances  or  to  continue  to fund or maintain  Eurodollar  Rate 

Advances  hereunder, then, on notice thereof and demand  therefor 



by  such  Lender  to  the Borrower through the  Agent,  (a)  each 

Eurodollar  Rate  Advance will automatically, upon  such  demand, 

Convert  into  a  Base  Rate Advance or  an  advance  that  bears 

interest  at the Base Rate plus the Applicable Margin  in  effect 

from time to time, as the case may be, and (b) the obligation  of 

the Lenders to make, or to Convert Advances into, Eurodollar Rate 

Advances  shall  be suspended until the Agent  shall  notify  the 

Borrower  that  such Lender has determined that the circumstances 

causing  such  suspension  no longer exist.   Before  giving  any 

notice  through the Agent pursuant to this Section,  such  Lender 

shall  designate a different Eurodollar Lending  Office  if  such 

designation will avoid the need for giving such notice  and  will 

not, in the judgment of such Lender, be otherwise disadvantageous 

to such Lender. 

 

          SECTION 2.11. Payments and Computations. (a) The Borrower 

shall make each payment hereunder not  later than 11:00 A.M. (New York 

City time) on the  day  when due in Dollars to the Agent at the 

applicable Agent's Account  in same  day funds without counterclaim or 

set-off.  The Agent  will promptly  thereafter cause to be distributed 

like funds  relating to  the payment of principal or interest or 

facility fees ratably (other  than  amounts payable pursuant to Section 

2.09,  2.12  or 9.04(c))  to  the  Lenders for the account  of  their 

respective Applicable  Lending  Offices, and  like  funds  relating  to 

the payment of any other amount payable to any Lender to such  Lender 

for the account of its Applicable Lending Office, in each case to 

be  applied in accordance with the terms of this Agreement.  Upon 

its  acceptance of an Assignment and Acceptance and recording  of 

the  information  contained therein in the Register  pursuant  to 

Section  9.07(c), from and after the effective date specified  in 

such Assignment and Acceptance, the Agent shall make all payments 

hereunder  in  respect of the interest assigned  thereby  to  the 

Lender  assignee  thereunder, and the parties to such  Assignment 

and  Acceptance  shall make all appropriate adjustments  in  such 

payments  for  periods  prior  to such  effective  date  directly 

between themselves. 

 

          (b)  All computations of interest based on the Base Rate shall be 

made  by the Agent on the basis of a year of 365 or 366 days,  as 

the  case  may  be,  all computations of interest  based  on  the 

Eurodollar  Rate or the Federal Funds Rate and of fees  shall  be 

made  by  the Agent on the basis of a year of 360 days,  in  each 

case  for the actual number of days (including the first day  but 

excluding  the last day) occurring in the period for  which  such 

interest or facility fees are payable.  Each determination by the 

Agent  of  an  interest rate hereunder shall  be  conclusive  and 

binding for all purposes, absent manifest error. 
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          (c)  Whenever any payment hereunder shall be stated to be 

due on a day other than a Business Day, such payment shall be made 

on the next succeeding Business Day, and such extension of time 

shall in such case be included in the computation of payment of 

interest or fee, as the case may be; provided, however, that, if 

such extension would cause payment of interest on or principal of 

Eurodollar Rate Advances to be made in the next following 

calendar month, such payment shall be made on the next preceding 

Business Day. 

 

          (d)  Unless the Agent shall have received notice from the 

Borrower prior to the date on which any payment is due to the 

Lenders hereunder that the Borrower will not make such payment in 

full, the Agent may assume that the Borrower has made such 

payment in full to the Agent on such date and the Agent may, in 

reliance upon such assumption, cause to be distributed to each 

Lender on such due date an amount equal to the amount then due 

such Lender.  If and to the extent the Borrower shall not have so 

made such payment in full to the Agent, each Lender shall repay 

to the Agent forthwith on demand such amount distributed to such 

Lender together with interest thereon, for each day from the date 

such amount is distributed to such Lender until the date such 

Lender repays such amount to the Agent, at the Federal Funds 

Rate. 

 

         (e)  Whenever any payment received by the Agent under this 

Agreement or any of the other Financing Documents is insufficient 

to pay in full all amounts due and payable to the Agent and the 

Lenders under or in respect of this Agreement and the other 

Financing Documents on any date, such payment shall be 



distributed by the Agent and applied by the Agent and the Lenders 

in the following order of priority: 

 

         (i)  first, to the payment of all of the fees, indemnification 

     payments, costs and expenses that are due and payable to the 

     Agent (solely in its capacity as Agent) under or in respect of 

     this Agreement and the other Financing Documents on such date, 

     ratably based upon the respective aggregate amounts of all such 

     fees, indemnification payments, costs and expenses owing to the 

     Agent on such date; 

 

        (ii) second, to the payment of all of the indemnification 

     payments, costs and expenses that are due and payable to the 

     Lenders under Section 9.04 hereof, and any similar section of any 

     of the other Financing Documents on such date, ratably based upon 

     the respective aggregate amounts of all such indemnification 

     payments, costs and expenses owing to the Lenders on such date; 

 

        (iii) third, to the payment of all of the amounts that are 

     due and payable to the Agent and the Lenders under Sections 2.09 

     and 2.12 hereof on such date, ratably based upon the respective 

     aggregate amounts thereof owing to the Agent and the Lenders on 

     such date; 

 

        (iv) fourth, to the payment of all of the fees that are due and 

     payable to the Revolving Credit 1 Lenders under Section 2.03(a) 

     on such date, ratably based upon the respective aggregate 

     Revolving Credit 1 Commitments of the Revolving Credit 1 Lenders 

     under the Revolving Credit 1 Facility on such date; 

 

         (v)  fifth, to the payment of all of the accrued and unpaid 

     interest on the Obligations of the Borrower under or in respect 

     of the Financing Documents that is due and payable to the Agent 

     and the Lenders under Section 2.06(b) on such date, ratably based 

     upon the respective aggregate amounts of all such interest owing 

     to the Agent and the Lenders on such date; 

 

         (vi) sixth, to the payment of all of the accrued and unpaid 

     interest on the Advances that is due and payable to the Agent and 

     the Lenders under Section 2.06(a) on such date, ratably based 
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     upon the respective aggregate amounts of all such interest owing 

     to the Agent and the Lender on such date; 

 

         (vii) seventh, to the payment of the principal amount of all 

     of the outstanding Advances that is due and payable to the Agent 

     and the Lenders on such date, ratably based upon the respective 

     aggregate amounts of all such principal owing to the Agent and 

     the Lenders on such date; and 

 

         (viii) eighth, to the payment of all other Obligations of the 

     Loan Parties owing under or in respect of the Financing Documents 

     that are due and payable to the Agent and the other Secured 

     Parties on such date, ratably based upon the respective aggregate 

     amounts of all such Obligations owing to the Agent and the other 

     Secured Parties on such date. 

 

         (f)  The Borrower hereby authorizes each Lender and each of its 

Affiliates, if and to the extent payment owed to such  Lender  is 

not  made  when due hereunder or, in the case of a Lender,  under 

the Note held by such Lender, to charge from time to time, to the 

fullest  extent  permitted by law, against  any  or  all  of  the 

Borrower's accounts with such Lender or such Affiliate any amount 

so due. 

 

         (g) Notwithstanding anything to the contrary in  this 

Section  2.11,  (i) all of the gross proceeds of  the  Additional 

Term  1  Advances and the Additional Revolving Credit 1  Advances 

made  on  the Restatement Effective Date shall be used solely  to 

refinance Term Advances and Revolving Credit Advances of the Term 

Lenders  and the Revolving Credit Lenders, respectively, who  are 

not  Term 1 Lenders or Revolving Credit 1 Lenders, (ii) no  other 

Lenders shall be entitled to share in any such payments and (iii) 

the  Agent  is  authorized to make distributions  of  such  gross 

proceeds to give effect to clauses (i) and (ii). 

 

          SECTION 2.12. Taxes. (a) Any and all payments by any 

Loan Party to  or for the account of any Lender or the Agent hereunder 

or under the Notes  or  any  other  Financing  Document  shall be made, 



in accordance with Section 2.11 or the applicable provisions of such 

other  Financing Document, if any, free and clear of and  without 

deduction for any and all Taxes, except to the extent required by 

law.   If  any Loan Party shall be required by law to deduct  any 

Indemnified Taxes from or in respect of any sum payable hereunder 

or  under any Note or any other Financing Document to any  Lender 

or  the  Agent, (i) the sum payable by such Loan Party  shall  be 

increased  as may be necessary so that after such Loan Party  and 

the Agent have made all required deductions (including deductions 

applicable  to  additional sums payable under this Section  2.12) 

such Lender or such Agent, as the case may be, receives an amount 

equal  to  the sum it would have received had no such  deductions 

been  made,  (ii) such Loan Party shall make all such  deductions 

and  (iii) such Loan Party shall pay the full amount deducted  to 

the  relevant taxation authority or other authority in accordance 

with applicable law. 
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         (b) In addition, a Loan Party shall pay any present or future 

stamp,  documentary, excise, mortgage recording or similar taxes, 

charges  or levies that arise from any payment made by such  Loan 

Party  hereunder  or  under  any Notes  or  any  other  Financing 

Documents  or  from the execution, delivery or  registration  of, 

performance under, or otherwise with respect to, this  Agreement, 

the  Notes or the other Financing Documents (hereinafter referred 

to as "Other Taxes"). 

 

         (c) The Loan Parties shall indemnify each Lender and the Agent 

for and hold them harmless against the full amount of Indemnified 

Taxes (including additional sums payable under this Section 2.12) 

imposed as a result of the failure of a Loan Party or the Agent 

to deduct such Indemnified Taxes from any payments hereunder or 

under the Notes or the Other Financing Documents and pay such 

amounts to the appropriate taxing authorities, and Other Taxes, 

in each case imposed on or paid by such Lender or the Agent (as 

the case may be) and any liability (including penalties, 

additions to tax, interest and expenses) arising therefrom or 

with respect thereto.  This indemnification shall be made within 

30 days from the date such Lender or the Agent (as the case may 

be) makes written demand therefor. 

 

          (d) Within 30 days after the date of any payment of any 

Indemnified Taxes, the appropriate Loan Party shall furnish to 

the Agent, at its address referred to in Section 9.02, the 

original or a certified copy of a receipt evidencing such 

payment, to the extent such a receipt is issued therefor, or 

other written proof of payment thereof that is reasonably 

satisfactory to the Agent.  In the case of any payment hereunder 

or under the Notes or the other Financing Documents by or on 

behalf of a Loan Party (other than by the Agent) through an 

account or branch outside the United States or by or on behalf of 

a Loan Party by a payor (other than by the Agent) that is not a 

United States person, if such Loan Party determines that no 

additional Taxes are payable in respect thereof, such Loan Party 

shall furnish, or shall cause such payor to furnish, to the 

Agent, at such address, an opinion of counsel acceptable to the 

Agent to such effect.  For purposes of subsections (d) and (e) of 

this Section 2.12, the terms "United States" and "United States 

person" shall have the meanings specified in Section 7701 of the 

Internal Revenue Code. 

 

          (e) Each Lender organized under the laws of a jurisdiction 

outside the United States shall, on or prior to the date of its 

execution and delivery of this Agreement in the case of each 

Initial Lender, on or prior to the date of the Restatement 

Effective Date in the case of each of the Additional Term 1 

Lenders and Additional Revolving Credit 1 Lenders that was not a 

Term Lender or a Revolving Credit Lender, respectively, 

immediately prior to the Restatement Effective Date and on the 

date of the Assignment and Acceptance pursuant to which it 

becomes a Lender in the case of each other Lender and from time 

to time thereafter as reasonably requested in writing by the 

Borrower (but only so long thereafter as such Lender remains 

lawfully able to do so), provide each of the Agent and the 

Borrower with two original Internal Revenue Service Forms W-8BEN 

(claiming the benefits of an income tax treaty) or W-8ECI or, in 

the case of a Lender that is claiming exemption from Taxes under 

Section 881(c) of the Code with respect to payments of "portfolio 

interest", a Form W-8BEN (certifying that such Lender is a non-US 



beneficial owner of such payments) and a certificate representing 

that such Lender is not (i) a "bank" as defined in Section 

881(c)(3)(A) of the Internal Revenue Code), (ii) a 10-percent 

shareholder (within the meaning of Section 871(h)(3)(B) of the 

Internal Revenue Code) of the Borrower or (iii) a controlled 

foreign corporation related to the Borrower (within the meaning 

of Section 864(d)(4) of the Internal Revenue Code), or any 
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successor or other form prescribed by the Internal Revenue 

Service, certifying that such Lender is exempt from or entitled 

to a reduced rate of United States withholding tax on payments 

pursuant to this Agreement or the Notes or any other Financing 

provided that if any form or certificate provided by a Lender 

becomes invalid because of a change in the circumstances relating 

to such Lender, such Lender will provide a new form certifying 

that such Lender is exempt from or entitled to a reduced rate of 

United States withholding tax on payments pursuant to this 

Agreement or the Notes or any other Financing Document.  Each 

Lender and the Agent shall also deliver to each of the Borrower 

and the Agent, at the Borrower's request and expense, to the 

extent such Lender or Agent is legally able to do so, such other 

forms, statements or certificates as may be required in order to 

establish the legal entitlement of such Lender or Agent to an 

exemption from, or a reduction in the amount of, any Indemnified 

Taxes.  If any form or document referred to in this subsection 

(e) requires the disclosure of information, other than 

information necessary to compute the tax payable and information 

required on the date hereof by Internal Revenue Service Form 

W-8BEN or W-ECI or the related certificate described above, that 

the applicable Lender reasonably considers to be confidential, 

such lender shall give notice thereof to the Borrower and shall 

not be obligated to include in such form or document such 

confidential information.  If a Lender becomes subject to Taxes 

because of its failure to deliver a form, certificate or other 

document required hereunder, the Loan Parties shall take such 

steps as such Lender shall reasonably request at such Lender's 

expense to assist such lender to recover such Taxes; provided 

that the Loan Party shall not have determined, in its sole 

discretion, that such steps may be disadvantageous to any Loan 

Party. 

 

          (f)  If the Agent or any Lender determines, in its sole 

reasonable discretion, that it has received a refund of any Taxes 

as to which it has been indemnified by any Loan Party or with 

respect to which any Loan Party has paid additional amounts 

pursuant to this Section 2.12, it shall pay over such refund to 

such Loan Party (but only to the extent of indemnity payments 

made, or additional amounts paid, by such Loan Party under this 

Section 2.12 with respect to Taxes giving rise to such refund), 

net of all reasonable out-of-pocket expenses of the Agent or such 

Lender and without interest (other than any interest paid by the 

relevant taxing jurisdiction with respect to such refund, which 

shall not be subject to the limitations set forth in the 

immediately preceding parenthetical); provided that such Loan 

Party, upon the request of the Agent or such Lender, agrees to 

repay the amount paid over to such Loan Party (plus any interest 

imposed by the relevant taxing jurisdiction) to the Agent or such 

Lender in the event the Agent or such Lender is required to repay 

such refund to such taxing jurisdiction. 

 

          (g) Upon the request and at the expense of any Loan Party, the 

Agent and any Lender subject to Taxes in respect of which such 

Loan Party is obligated to make payments under this Section 2.12 

shall reasonably cooperate with such Loan Party in contesting 

such Tax, provided that each of the agent and any such Lender 

shall not have determined, in its sole discretion, that such 

content may be disadvantageous to it. 

 

          (h) The Agent agrees to withhold Taxes from any amounts 

paid by it hereunder or under the Notes or any other Financing 

Document and to file such information returns with respect to such 

payments and withholdings, in each case as required by law. 

 

 

          SECTION 2.13. Sharing of Payments, Etc. 

If  any  Lender  shall obtain any  payment  (whether voluntary, 

involuntary, through the exercise  of  any  right  of set-off, 

or  otherwise) on account of the Advances owing  to  it 

(other  than  pursuant to Section 2.09, 2.12 or 9.04(c))  (a)  on 
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account  of Obligations due and payable to such Lender  hereunder 

and  under the Notes at such time in excess of its ratable  share 

(according  to  the  proportion  of  (i)  the  amount   of   such 

Obligations due and payable to such Lender at such time  to  (ii) 

the  aggregate amount of the Obligations due and payable  to  all 

Lenders  hereunder and under the Notes at such time) of  payments 

on  account  of  the Obligations due and payable to  all  Lenders 

hereunder  and under the Notes at such time obtained by  all  the 

Lenders at such time or (b) on account of Obligations owing  (but 

not due and payable) to all Lenders hereunder and under the Notes 

at  such  time in excess of its ratable share (according  to  the 

proportion  of (i) the amount of such Obligations owing  to  such 

Lender  at  such  time  to  (ii)  the  aggregate  amount  of  the 

Obligations  owing  (but  not due and  payable)  to  all  Lenders 

hereunder  and  under  the Notes at such  time)  of  payments  on 

account of the Obligations owing (but not due and payable) to all 

Lenders  hereunder and under the Notes at such time  obtained  by 

all  of  the  Lenders at such time, on account such Lender  shall 

forthwith purchase from the other Lenders such participations  in 

the  Advances owing to them as shall be necessary to  cause  such 

purchasing Lender to share the excess payment ratably  with  each 

of  them; provided, however, that if all or any portion  of  such 

excess  payment  is  thereafter recovered  from  such  purchasing 

Lender,  such  purchase from each Lender shall be  rescinded  and 

such  Lender  shall repay to the purchasing Lender  the  purchase 

price to the extent of such Lender's ratable share (according  to 

the  proportion  of  (i)  the amount of  such  Lender's  required 

payment to (ii) the total amount so recovered from the purchasing 

Lender)  of any interest or other amount paid or payable  by  the 

purchasing  Lender in respect of the total amount  so  recovered. 

The Borrower agrees that any Lender so purchasing a participation 

from  another Lender pursuant to this Section 2.13  may,  to  the 

fullest  extent  permitted by law, exercise  all  its  rights  of 

payment  (including the right of set-off) with  respect  to  such 

participation as fully as if such Lender were the direct creditor 

of   the   Borrower   in   the  amount  of  such   participation. 

Notwithstanding  anything to the contrary in this  Section  2.13, 

(i)  all  of the gross proceeds of the Additional Term 1 Advances 

and  the  Additional  Revolving Credit 1  Advances  made  on  the 

Restatement  Effective Date shall be used to solely to  refinance 

Term  Advances and Revolving Credit Advances of the Term  Lenders 

and  the Revolving Credit Lenders, respectively, who are not Term 

1  Lenders  or Revolving Credit 1 Lenders, (ii) no other  Lenders 

shall  be  entitled to share in any such payments, and (iii)  the 

Agent  is authorized to make distributions of such gross proceeds 

to give effect to clauses (i) and (ii). 

 

          SECTION 2.14. Evidence of Debt.(a)  Each Lender shall 

maintain in accordance  with its   usual  practice  an  account  or 

accounts  evidencing  the indebtedness of the Borrower to such Lender 

resulting  from  each Advance  owing  to such Lender from time to time, 

including  the amounts of principal and interest payable and paid to 

such Lender from time to time hereunder in respect of Advances.  The 

Borrower agrees  that  upon notice by any Lender to the Borrower (with a 

copy  of  such notice to the Agent) to the effect that a Note  is 

required  or  appropriate in order for such  Lender  to  evidence 

(whether  for  purposes of pledge, enforcement or otherwise)  the 

Advances  owing to, or to be made by, such Lender,  the  Borrower 

shall  promptly execute and deliver to such Lender a Note payable 

to  the  order  of such Lender in a principal amount  up  to  the 

Commitment  of  such  Lender.  All  reference  to  Notes  in  the 

Financing  Documents  shall mean Notes, if  any,  to  the  extent 

issued hereunder. 

 

          (b)  The Register maintained by the Agent pursuant to Section 

9.07(c) shall include a control account, and a subsidiary account 

for  each  Lender,  in which accounts (taken together)  shall  be 

recorded  (i)  the  date  and  amount  of  each  Borrowing   made 
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hereunder, the Type of Advances comprising such Borrowing and, if 

appropriate,  the  Interest Period applicable thereto,  (ii)  the 

terms of each Assignment and Acceptance delivered to and accepted 

by  it,  (iii)  the amount of any principal or interest  due  and 

payable  or to become due and payable from the Borrower  to  each 

Lender  hereunder and (iv) the amount of any sum received by  the 

Agent  from  the  Borrower  hereunder  and  each  Lender's  share 



thereof. 

 

          (c) Entries made in good faith by the Agent in the Register 

pursuant to subsection (b) above, and by each Lender in its 

account or accounts pursuant to subsection (a) above, shall be 

prima facie evidence of the amount of principal and interest due 

and payable or to become due and payable from the Borrower to, in 

the case of the Register, each Lender and, in the case of such 

account or accounts, such Lender, under this Agreement, absent 

manifest error; provided, however, that the failure of the Agent 

or such Lender to make an entry, or any finding that an entry is 

incorrect, in the Register or such account or accounts shall not 

limit or otherwise affect the obligations of the Borrower under 

this Agreement. 

 

 

          SECTION 2.15. Use of Proceeds. The proceeds of the Advances 

shall be available (and the  Borrower agrees that it shall use such 

proceeds) solely  (i) to  refinance  the  Term Loan Advances and the 

Revolving  Credit Advances, (ii) to pay transaction fees and expenses 

and (iii) for general corporate purposes of the Borrower and its Subsidiaries. 

 

          SECTION 2.16. Mitigation, Substitution of Lender. If, 

with respect to any Lender, a condition arises or  an  event  occurs 

which would, or would upon  the  giving  of notice, result in the 

payment of any additional costs pursuant to Section 2.09 or any 

additional amounts pursuant to Section  2.12, such  Lender,  promptly 

upon becoming aware of  the  same,  shall notify the Borrower (with a 

copy to the Agent) thereof and  shall take  such  steps  as  may be 

reasonable to it  to  mitigate  the effects of such condition or event 

including the designation of a different  Applicable Lending Office or 

furnishing of the  proper certificates  under  any applicable tax laws, 

tax  treaties  and conventions  to  the  extent that such certificates 

are  legally available  to  such Lender, provided that such  Lender  shall 

be under  no  obligation to take any step that,  in  its  good-faith 

opinion would (i) result in its incurring any additional costs in 

performing  its  obligations hereunder unless  the  Borrower  has 

agreed   to   reimburse  it  therefore  or  (ii)   be   otherwise 

disadvantageous to such Lender in a significant  respect  in  the 

reasonable judgment of such Lender.  If (i) the obligation of any 

Lender  to  make  Eurodollar  Rate Advances  has  been  suspended 

pursuant   to   Section  2.09,  (ii)  any  Lender  has   demanded 

compensation  under  Section 2.09 or 2.12, or  (iii)  any  Lender 

becomes  a Defaulting Lender, the Borrower shall have the  right, 

so  long as no Default shall have occurred and be continuing,  to 

seek  a  substitute one or more Eligible Assignees (which may  be 

one  or more of the Lenders) to purchase the Note and assume  the 

Commitment of such Lender, in accordance with Section 9.07(a). 

 

          SECTION 2.17. Defaulting Lenders.(a) In the event that, 

at any one time,  (i)  any Lender  shall be a Defaulting Lender, 

(ii) such Defaulting Lender shall  owe  a  Defaulted Advance to the 

Borrower  and  (iii)  the Borrower shall be required to make any payment 

hereunder or under any  other  Financing  Document to or for  the 

account  of  such Defaulting  Lender, then the Borrower may, so long 

as no  Default shall  occur  or  be continuing at such time and to 

the  fullest extent  permitted by applicable law, set off and otherwise 

apply the Obligation of the Borrower to make such payment to or for the 

account of such Defaulting Lender against the obligation of  such 

Defaulting Lender to make such Defaulted Advance.  In  the  event 

 

                               42 

 

that,  on  any date, the Borrower shall so set off and  otherwise 

apply  its  obligation  to  make any  such  payment  against  the 

obligation  of such Defaulting Lender to make any such  Defaulted 

Advance  on  or  prior to such date, the amount so  set  off  and 

otherwise  applied  by  the  Borrower shall  constitute  for  all 

purposes  of this Agreement and the other Financing Documents  an 

Advance by such Defaulting Lender made on the date of such setoff 

under  the Facility pursuant to which such Defaulted Advance  was 

originally  required to have been made pursuant to Section  2.01. 

Such  Advance  shall  be considered, for  all  purposes  of  this 

Agreement,  to comprise part of the Borrowing in connection  with 

which such Defaulted Advance was originally required to have been 

made  pursuant  to  Section  2.01, even  if  the  other  Advances 

comprising  such Borrowing shall be Eurodollar Rate  Advances  on 

the  date  such  Advance is deemed to be made  pursuant  to  this 

subsection (a).  The Borrower shall notify the Agent at any  time 

the  Borrower  exercises its right of set-off  pursuant  to  this 

subsection (a) and shall set forth in such notice (A) the name of 



the  Defaulting Lender and the Defaulted Advance required  to  be 

made  by  such Defaulting Lender and (B) the amount set  off  and 

otherwise  applied in respect of such Defaulted Advance  pursuant 

to  this  subsection (a).  Any portion of such payment  otherwise 

required to be made by the Borrower to or for the account of such 

Defaulting  Lender  which is paid by the Borrower,  after  giving 

effect  to  the  amount  set  off and otherwise  applied  by  the 

Borrower pursuant to this subsection (a), shall be applied by the 

Agent as specified in subsection (b) or (c) of this Section 2.17. 

 

          (b)  In the event that, at any one time, (i) any Lender shall be 

a  Defaulting  Lender, (ii) such Defaulting Lender  shall  owe  a 

Defaulted  Amount  to the Agent or any of the other  Lenders  and 

(iii) the Borrower shall make any payment hereunder or under  any 

other  Financing  Document to the Agent for the account  of  such 

Defaulting Lender, then the Agent may, on its behalf or on behalf 

of  such  other  Lenders and to the fullest extent  permitted  by 

applicable  law, apply at such time the amount  so  paid  by  the 

Borrower to or for the account of such Defaulting Lender  to  the 

payment  of each such Defaulted Amount to the extent required  to 

pay such Defaulted Amount.  In the event that the Agent shall  so 

apply any such amount to the payment of any such Defaulted Amount 

on  any date, the amount so applied by the Agent shall constitute 

for  all  purposes  of  this Agreement and  the  other  Financing 

Documents  payment, to such extent, of such Defaulted  Amount  on 

such  date.   Any  such amount so applied by the Agent  shall  be 

retained  by the Agent or distributed by the Agent to such  other 

Lenders,  ratably in accordance with the respective  portions  of 

such Defaulted Amounts payable at such time to the Agent and such 

other  Lenders  and, if the amount of such payment  made  by  the 

Borrower  shall at such time be insufficient to pay all Defaulted 

Amounts owing at such time to the Agent and such other Lenders in 

the following order of priority: 

 

          (i)  first, to the Agent for any Defaulted Amounts then 

     owing to it, in its capacity as such; and 

 

          (ii) second, to any other Lenders for any Defaulted 

     Amounts then owing to such other Lenders, ratably in accordance 

     with such respective Defaulted Amounts then owing to such other 

     Lenders. 

 

Any  portion of such amount paid by the Borrower for the  account of 

such Defaulting Lender remaining, after giving effect to  the amount 

applied  by  the Agent pursuant to this subsection  (b), shall  be 

applied by the Agent as specified in subsection (c) of this Section 2.17. 
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          (c)  In the event that, at any one time, (i) any Lender shall be 

a  Defaulting Lender, (ii) such Defaulting Lender shall not owe a 

Defaulted  Advance or a Defaulted Amount and (iii) the  Borrower, 

the  Agent  or  any  other Lender shall be  required  to  pay  or 

distribute  any  amount hereunder or under  any  other  Financing 

Document  to  or for the account of such Defaulting Lender,  then 

the  Borrower or such other Lender shall pay such amount  to  the 

Agent to be held by the Agent, to the fullest extent permitted by 

applicable  law,  in escrow or the Agent shall,  to  the  fullest 

extent  permitted by applicable law, hold in escrow  such  amount 

otherwise  held  by it.  Any funds held by the  Agent  in  escrow 

under  this subsection (c) shall be deposited by the Agent in  an 

account with a bank (the "Escrow Bank") selected by the Agent, in 

the  name and under the control of the Agent, but subject to  the 

provisions of this subsection (c).  The terms applicable to  such 

account,  including the rate of interest payable with respect  to 

the  credit balance of such account from time to time,  shall  be 

the  Escrow  Bank's standard terms applicable to escrow  accounts 

maintained  with it.  Any interest credited to such account  from 

time  to  time  shall be held by the Agent in escrow  under,  and 

applied  by  the Agent from time to time in accordance  with  the 

provisions  of,  this subsection (c).  The Agent  shall,  to  the 

fullest  extent permitted by applicable law, apply all  funds  so 

held  in escrow from time to time to the extent necessary to make 

any Advances required to be made by such Defaulting Lender and to 

pay  any  amount payable by such Defaulting Lender hereunder  and 

under  the  other Financing Documents to the Agent or  any  other 

Lender, as and when such Advances or amounts are required  to  be 

made  or paid and, if the amount so held in escrow shall  at  any 

time  be  insufficient  to make and pay  all  such  Advances  and 

amounts  required  to  be  made or paid  at  such  time,  in  the 



following order of priority: 

 

          (i)  first, to the Agent for any amounts then due and payable by 

     such Defaulting Lender to it, in its capacity as such; 

 

          (ii) second, to any other Lenders for any amount then due and 

     payable by such Defaulting Lender to such other Lenders 

     hereunder, ratably in accordance with such respective amounts 

     then due and payable to such other Lenders; and 

 

          (iii) third, to the Borrower for any Advance then required to 

     be made by such Defaulting Lender pursuant to a Commitment of 

     such Defaulting Lender. 

     In  the  event that any Lender that is a Defaulting Lender shall, 

     at  any time, cease to be a Defaulting Lender, any funds held  by 

     the  Agent  in  escrow at such time with respect to  such  Lender 

     shall  be distributed by the Agent to such Lender and applied  by 

     such  Lender to the Obligations owing to such Lender at such time 

     under this Agreement and the other Financing Documents ratably in 

     accordance  with  the  respective  amounts  of  such  Obligations 

     outstanding at such time. 

 

          (d)  The rights and remedies against a Defaulting Lender under 

this  Section  2.17 are in addition to other rights and  remedies 

that  the  Borrower may have against such Defaulting Lender  with 

respect to the Defaulted Advance and that the Agent or any Lender 

may  have  against  such Defaulting Lender with  respect  to  any 

Defaulted Amount. 

 

                           ARTICLE III 
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                   CONDITIONS OF EFFECTIVENESS 

 

          SECTION 3.01. Conditions Precedent to Effectiveness. This Agreement 

shall become effective on and as  of the  first  date (the "Restatement 

Effective Date") on which the Agent shall have received (or receipt shall have 

been waived  of)the following, each dated such day (unless otherwise specified), 

in form and substance satisfactory to the Agent (unless otherwise 

specified)  and  (except for the Term 1 Notes and  the  Revolving 

Credit  1  Notes) in sufficient copies for each Lender  party  to 

this Agreement as of the Restatement Effective Date: 

 

          (a)  Counterparts of this Agreement, duly executed and delivered 

     on behalf of each of (i) the Borrower, (ii) the Parent Guarantor, 

     (iii) the Administrative Agent, (iv) the Syndication Agent, (v) 

     the  Required Lenders, (vi) each Term 1 Lender,  (vii)  each 

     Revolving Credit 1 Lender (or as to any of the foregoing parties, 

     the Agent shall have received advice satisfactory to the Agent 

     that any such foregoing party has executed a counterpart of this 

     Agreement). 

 

          (b)  For any Term 1 Lender or Revolving Credit 1 Lender that so 

     requests, a Term 1 Note or Revolving Credit 1 Note, as 

     applicable, payable to the order of such Lender duly executed by 

     the Borrower evidencing such Lender's Term 1 Advance or Revolving 

     Credit 1 Advance, as applicable. 

 

          (c)  Any necessary amendments or modifications to the Aircraft 

     Security Agreement, duly executed by the Borrower, together with 

     evidence of completion of all recordings and filings of or with 

     respect to such amendments or modifications. 

 

          (d)  Any necessary amendments or modifications to the SGR 

     Security Agreement, duly executed by the Borrower. 

 

          (e)  Any necessary amendments or modifications to the Pledge 

     Agreement, duly executed by the Parent Guarantor. 

 

          (f)  Certified copies of the resolutions of the Board of 

     Directors of each Loan Party approving this Agreement, and of all 

     documents evidencing other necessary corporate action and 

     governmental and other third party approvals and consents, if 

     any, with respect to the Transaction. 

 

          (g)  A certificate of each Loan Party signed on behalf of such 

     Loan Party by its President or a Vice President and its Secretary 

     or any Assistant Secretary, dated the date of the Restatement 



     Initial Extension of Credit (the statements made in which 

     certificate shall be true on and as of the date of the 

     Restatement Initial Extension of Credit, except to the extent 

     that any such representation or warranty relates to a specified 

     date, in which case such representation or warranty shall be or 

     was true and correct as of such date), certifying as to (i) the 
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     truth of the representations and warranties contained in the 

     Financing Documents as though made on and as of the date of the 

     Restatement Initial Extension of Credit, except to the extent 

     that any such representation or warranty relates to a specified 

     date, in which case such representation or warranty shall be or 

     was true and correct as of such date, and (ii) the absence of any 

     event occurring and continuing, or resulting from the Restatement 

     Initial Extension of Credit, that constitutes a Default. 

 

          (h)  A certificate of the Secretary or an Assistant Secretary of 

     each Loan Party certifying the names and true signatures of the 

     officers of such Loan Party authorized to sign each Financing 

     Document to which it is or is to be a party and the other 

     documents to be delivered hereunder and thereunder. 

 

          (i)  A Notice of Borrowing relating to the Restatement Initial 

     Extension of Credit in accordance with the requirements of 

     Section 2.02(a)(ii) of this Agreement (giving effect to such 

     requirements as if the Restatement Effective Date had occurred) 

     with respect to the borrowing of the Additional Term 1 Advances 

     and the Additional Revolving Credit 1 Advances on the Restatement 

     Effective Date. 

 

          (j)  A favorable opinion of the General Counsel for the Borrower 

     to the effect that this Agreement is a valid, binding and 

     enforceable agreement of the Borrower, and a favorable opinion of 

     the General Counsel for the Parent Guarantor to the effect that 

     this Agreement is a valid, binding and enforceable agreement of 

     the Parent Guarantor, and, in each case, restating the opinions 

     of  such counsel dated December 17, 2004 delivered pursuant to 

     Section 3.01(a)(xv) of the Existing Credit Agreement that have 

     been reasonably requested by the Agent to be so restated, with 

     references to the "Borrower Financing Documents" and the "AMR 

     Financing Documents", respectively, to mean such documents as 

     amended or modified by this Agreement. 

 

          (k)  A favorable opinion of Daugherty Fowler Peregrin, Haught & 

     Jenson, FAA counsel to the Loan Parties, restating the opinions 

     of such counsel dated December 17, 2004 delivered pursuant to 

     Section 3.01(a)(xvi) of the Existing Credit Agreement that have 

     been reasonably requested by the Agent to be so restated. 

 

          (l)  The Borrower shall have paid all invoiced accrued fees and 

     expenses of the Agent and the Lead Arrangers (including the fees 

     and expenses of counsel to the Agent and the Lead Arrangers). 

 

 

          SECTION 3.02. Conditions Precedent to Each Borrowing.  The 

obligation of each Appropriate Lender to make an Advance on the occasion 

of each Borrowing (including the initial Borrowing)  shall be subject to 

the further conditions  precedent that on the date of such Borrowing 

the following statements shall be  true  (and  each  of the giving of the 

applicable  Notice  of Borrowing  and the acceptance by the Borrower 

of the proceeds  of such Borrowing shall constitute a representation and 

warranty  by the  Borrower that on the date of such Borrowing such 

statements are  true,  except to the extent that any such representation 

or warranty  relates  to  a  specified  date,  in  which  case  such 

representation or warranty shall be or was true and correct as of 

such date): 

 

          (a)  the representations and warranties contained in each 

     Financing Document are correct on and as of such date, before and 

     after giving effect to such Borrowing and to the application of 

     the proceeds therefrom, as though made on and as of such date, 
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     other than any such representations or warranties that, by their 

     terms, refer to a specific date other than the date of  such 

     Borrowing; and 

 

          (b)  no Default has occurred and is continuing, or would result 



     from such Borrowing or from the application of the proceeds 

     therefrom. 

 

 

          SECTION 3.03. Determinations Under Section 3.01. For purposes 

of determining compliance  with  the conditions specified in Section 

3.01, each Lender shall be deemed to  have  consented to, approved or 

accepted or to  be  satisfied with  each  document or other matter 

required  thereunder  to  be consented to or approved by or acceptable 

or satisfactory to  the Lenders  unless  an  officer  of the Agent 

responsible  for  the transactions contemplated by the Financing Documents 

shall  have received  notice  from such Lender prior to  the  date 

that the Borrower,  by  notice to the Lenders, designates as the 

proposed Restatement Effective Date, specifying its objection thereto 

and, if  the  Restatement Initial Extension of Credit  consists  of  a 

Borrowing, such Lender shall not have made available to the Agent 

such Lender's ratable portion of such Borrowing.  The Agent shall 

promptly  notify the Lenders of the occurrence of the Restatement 

Effective Date. 

 

 

                           ARTICLE IV 

 

                 REPRESENTATIONS AND WARRANTIES 

 

          SECTION 4.01. Representations and Warranties of the Borrower. 

The Borrower represents and warrants as follows: 

 

          (a)  Corporate Existence and Power.  The Borrower (i) is a 

     corporation duly incorporated, validly existing and in  good 

     standing under the laws of the State of Delaware, (ii) is duly 

     qualified and in good standing as a foreign corporation in each 

     other jurisdiction in which it owns or leases property or in 

     which the conduct of its business requires it to so qualify or be 

     licensed, except where the failure to so qualify or be licensed 

     could  not reasonably be expected to have a Material Adverse 

     Effect  and (iii) has all corporate powers and all  material 

     governmental licenses, authorizations, consents and approvals 

     required to carry on its business as now conducted. 

 

          (b)  Subsidiaries.  Set forth on Schedule 4.01(b) hereto is a 

     complete and accurate list of all Material Subsidiaries of the 

     Borrower.  All of the outstanding Equity Interests in the 

     Borrower's Material Subsidiaries have been validly issued, are 

     fully paid and non-assessable. 

 

          (c)  Corporate Authorization; No Contravention. The execution, 

     delivery and performance by the Borrower of this Agreement and 

     the other Financing Documents to be delivered by it are within 

     the Borrower's corporate powers, have been duly authorized by all 

     necessary corporate action, and do not contravene, or constitute 

     a default under, any provision of applicable law or regulation or 

     of the certificate of incorporation or by-laws of the Borrower or 

     of any agreement, judgment, injunction, order, decree or other 

     instrument binding upon the Borrower or result in the creation or 
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     imposition of any Lien on any asset of the Borrower or any of its 

     Material Subsidiaries, other than Liens created pursuant to the 

     Financing Documents. 

 

          (d)  Governmental, Third-Party Approvals or Consents.  No 

     authorization or approval or other action by, and no notice to or 

     filing with, any governmental authority or regulatory body or any 

     other third party is required for (i) the due execution, 

     delivery, recordation, filing or performance by the Borrower of 

     any Financing Document to which it is or is to be a party, or for 

     the consummation of the Transaction, (ii) the grant by the 

     Borrower of the Liens granted by it pursuant to the Collateral 

     Documents, (iii) the perfection or maintenance of the Liens under 

     the laws of the United States, any State thereof or any political 

     subdivision or agency thereof created under the Collateral 

     Documents, subject only to Permitted Liens or (iv) as of the 

     Effective Date, the exercise by the Agent or any Lender of its 

     rights under the Financing Documents or the remedies in respect 

     of the Collateral pursuant to the Collateral Documents, except 

     for (a) the authorizations, approvals, actions, notices and 

     filings listed on Schedule 4.01(d) hereto, all of which have been 

     duly observed, taken, given or made and are in full force and 

     effect and (b) the authorizations, approvals, actions, notices 



     and filings contemplated by the SGR Security Agreement. 

 

          (e)  Binding Effect.  This Agreement constitutes, and the other 

     Financing Documents, when executed and delivered by the Borrower, 

     will constitute, valid and binding agreements of the Borrower, 

     enforceable against the Borrower in accordance with their 

     respective terms, except as may be limited by applicable 

     bankruptcy, insolvency, reorganization, moratorium or similar 

     laws affecting the rights of creditors generally and by general 

     principles of equity. 

 

          (f)  Litigation.  Except as disclosed to the Lenders in Schedule 

     4.01(f) hereto, there is no action, suit, investigation, 

     litigation or proceeding pending against, or to the knowledge of 

     the Borrower threatened against or affecting, the Borrower or any 

     of its Material Subsidiaries before any court or arbitrator or 

     any governmental body, agency or official (i) which could 

     reasonably be expected to have a Material Adverse Effect or 

     (ii) which purports to affect the legality, validity or 

     enforceability of this Agreement or any Financing Documents or 

     the consummation of the transactions contemplated hereby. 

 

          (g)  Financial Information.  (i)  The consolidated balance sheet 

     of the Borrower and its Subsidiaries as of December 31, 2005 and 

     the related consolidated statements of operations and cash flows 

     for the fiscal year then ended, reported on by Ernst & Young LLP 

     and set forth in the Borrower's report on Form 10-K for the year 

     ended December 31, 2005, a copy of which has been delivered to 

     each of the Lenders, fairly present, in conformity with generally 

     accepted accounting principles, the consolidated financial 

     position of the Borrower and its Subsidiaries as of such date and 

     their consolidated results of operations and cash flows for such 

     fiscal year. 

 

          (ii) Except as disclosed in the Disclosure Documents filed on or 

     prior  to  December 3, 2004, since the date of the financial 

     statements  delivered  to the Lenders  pursuant  to  Section 

     4.01(g)(i), there has been no material adverse change in the 

     business, assets, operations, properties or condition (financial 
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     or otherwise) of the Borrower and its Material Subsidiaries, 

     considered as a whole. 

 

          (iii) Neither any written information, exhibit or report, nor 

     the Disclosure Documents (as modified or supplemented by other 

     written information so furnished), taken as a whole, furnished by 

     or on behalf of any Loan Party to the Agent, the Lead Arrangers 

     or any Lender in connection with the negotiation and syndication 

     of the Financing Documents or pursuant to the terms of the 

     Financing Documents contained any untrue statement of a material 

     fact or omitted to state a material fact necessary to make the 

     statements made therein not misleading in light of the 

     circumstances in which such information, exhibits and reports 

     were provided; provided that, with respect to projections, the 

     Borrower represents only that such information was prepared in 

     good faith based upon assumptions believed to be reasonable at 

     the time. 

 

          (h)  Compliance with ERISA.  Each member of the ERISA Group has 

     fulfilled its obligations under the minimum funding standards of 

     ERISA and the Internal Revenue Code with respect to each Plan and 

     is in compliance in all material respects with the presently 

     applicable provisions of ERISA and the Internal Revenue Code with 

     respect to each Plan.  No member of the ERISA Group has  (i) 

     sought a waiver of the minimum funding standard under Section 412 

     of the Internal Revenue Code in respect of any Plan, (ii) failed 

     to make any contribution or payment to any Plan or Multiemployer 

     Plan  or in respect of any Benefit Arrangement, or made  any 

     amendment to any Plan or Benefit Arrangement, which has resulted 

     or could result in the imposition of a Lien or the posting of a 

     bond or other security under ERISA or the Internal Revenue Code 

     or (iii) incurred any liability under Title IV of ERISA other 

     than a liability to the PBGC for premiums under Section 4007 of 

     ERISA.  Nothing in this paragraph (h) precludes a member of the 

     ERISA Group from seeking, after the Effective Date, a waiver of 

     the minimum funding standards under Section 412 of the Internal 

     Revenue  Code in respect of any Plan, provided the requested 

     waiver complies in all other respects with the terms of this 

     Agreement. 



 

          (i) Environmental Matters. The Borrower has not received notice 

     to the effect, nor does any Responsible Officer have any actual 

     knowledge, that its operations are not in material compliance 

     with any applicable Environmental Laws or the subject of any 

     federal or state investigation evaluating whether any remedial 

     action is needed to respond to a release of any toxic or 

     hazardous waste or substance into the environment, which 

     non-compliance or remedial action could reasonably be expected to 

     have a Material Adverse Effect. 

 

          (j)  Margin Regulations.  The Borrower is not engaged in the 

     business of extending credit for the purpose of purchasing or 

     carrying margin stock (within the meaning of Regulation U issued 

     by the Board of Governors of the Federal Reserve System), and no 

     proceeds of any Advance will be used to purchase or carry any 

     margin stock or to extend credit to others for the purpose of 

     purchasing or carrying any margin stock. 
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          (k)  Investment Company Act; Public Utility Holding Company Act. 

     Neither the Borrower nor any of its Material Subsidiaries is an 

    "investment company" or "promoter" or "principal underwriter" 

     for, an "investment company", as such terms are defined in the 

     Investment Company Act of 1940, as amended.  Neither the Borrower 

     nor any of its Material Subsidiaries is a "holding company", or a 

     "subsidiary company" of a "holding company", as such terms are 

     defined in the Public Utility Holding Company Act of 1935, as 

     amended. 

 

          (l) Perfection, Etc. All filings and other actions necessary or 

     desirable to perfect (to the extent provided in the Collateral 

     Documents) and protect the security interest in the AA Collateral 

     created under the Collateral Documents have been duly made or 

     taken and are in full force and effect under the laws of the 

     United States, any State thereof or any political subdivision or 

     agency thereof, and the Collateral Documents create in favor of 

     the Agent for the benefit of the Secured Parties a valid and, 

     together with such filings and other actions, perfected security 

     interest in such AA Collateral, securing the payment of the 

     Secured Obligations, under the laws of the United States, any 

     State thereof or any political subdivision or agency thereof and 

     all filings and other actions necessary or desirable to perfect 

     and protect such security interest have been duly taken under the 

     laws of the United States, any State thereof or any political 

     subdivision or agency thereof.  The Borrower is the legal and 

     beneficial owner of the Collateral (as such term is defined in 

     the Aircraft Security Agreement) free and clear of any Lien, 

     except for the liens and security interests created or permitted 

     under the Financing Documents.  The Borrower is the holder of the 

     Narita Collateral free and clear of any Lien, except for the 

     liens and security interests created or permitted under the 

     Financing Documents. 

 

          (m)  No Default.  Neither the Borrower nor any Material 

     Subsidiary of the Borrower is in default under or with respect to 

     any Contractual Obligation that could, either individually or in 

     the aggregate, reasonably be expected to have a Material Adverse 

     Effect. 

 

          (n) Casualty, Etc.  Neither the business nor the properties of 

     the Borrower or any of its Material Subsidiaries are affected by 

     any fire, explosion, accident, strike, lockout or other labor 

     dispute, drought, storm, hail, earthquake, embargo, act of God or 

     of the public enemy or other casualty (whether or not covered by 

     insurance) that could reasonably be expected to have a Material 

     Adverse Effect. 

 

          (o)  Taxes.  The Borrower and each of its Material Subsidiaries 

     and Affiliates has filed, has caused to be filed or has been 

     included in all material tax returns (Federal, state, local and 

     foreign) required to be filed and has paid all taxes shown 

     thereon to be due and all material taxes otherwise due and 

     payable, together with applicable interest and penalties. 

 

          (p)  Aircraft Value.  Schedule 1 to the Aircraft Security 

     Agreement, as amended or supplemented from time to time, sets 

     forth a list of Unencumbered Stage 3 Aircraft with an Aircraft 

     Value, as set forth in the most recent Appraisal Report delivered 



     with respect thereto (a copy of which has been delivered to each 

     of the Lenders), equal to the amount set forth opposite such 

     Aircraft. 
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          (q)  Regulatory Status.  The Borrower is an "air carrier" within 

     the meaning of Section 40102 of Title 49 and holds a certificate 

     under Section 41102 of Title 49.  The Borrower holds an air 

     carrier operating certificate issued pursuant to Chapter 447 of 

     Title 49.  The Borrower and the Parent Guarantor are each a 

     "citizen of the United States" as defined in Section 40102(a)(15) 

     of Title 49 and as that statutory provision has been interpreted 

     by DOT pursuant to its policies (a "United States Citizen").  The 

     Borrower possesses all necessary certificates, franchises, 

     licenses, permits, rights, designations, authorizations, 

     exemptions, concessions, frequencies, and consents to operate the 

     Narita Routes. 

 

 

          SECTION 4.02. Representations and Warranties of the Parent 

Guarantor. The  Parent Guarantor represents and warrants as follows: 

 

          (a)  Corporate Existence and Power.  The Parent Guarantor (i) is 

     a corporation duly incorporated, validly existing and in good 

     standing under the laws of the State of Delaware, (ii) is duly 

     qualified and in good standing as a foreign corporation in each 

     other jurisdiction in which it owns or leases property or in 

     which the conduct of its business requires it to so qualify or be 

     licensed, except where the failure to so qualify or be licensed 

     could  not reasonably be expected to have a Material Adverse 

     Effect  and (iii) has all corporate powers and all  material 

     governmental licenses, authorizations, consents and approvals 

     required to carry on its business as now conducted. 

 

          (b)  Corporate Authorization; No Contravention.  The execution, 

     delivery and performance by the Parent Guarantor of this 

     Agreement and the other Financing Documents to be delivered by it 

     are within the Parent Guarantor's corporate powers, have been 

     duly authorized by all necessary corporate action, and do not 

     contravene, or constitute a default under, any provision of 

     applicable law or regulation or of the certificate of 

     incorporation or by-laws of the Parent Guarantor or of any 

     agreement, judgment, injunction, order, decree or other 

     instrument binding upon the Parent Guarantor or result in the 

     creation or imposition of any Lien on any asset of the Parent 

     Guarantor or any of its Material Subsidiaries, other than Liens 

     created pursuant to the Financing Documents. 

 

          (c)  Governmental, Third Party Approvals or Consents.  No 

     authorization or approval or other action by, and no notice to or 

     filing with, any governmental authority or regulatory body or any 

     other third party is required for (i) the due execution, 

     delivery, recordation, filing or performance by the Parent 

     Guarantor of any Financing Document to which it is or is to be a 

     party, or for the consummation of the Transaction, (ii) the grant 

     by the Parent Guarantor of the Liens granted by it pursuant to 

     the Collateral Documents, (iii) the perfection or maintenance of 

     the Liens created under the Collateral Documents, subject only to 

     Permitted Liens or (iv) as of the Effective Date, the exercise by 

     the Agent or any Lender of its rights under the Financing 

     Documents or the remedies in respect of the Collateral pursuant 

     to the Collateral Documents, except for the authorizations, 

     approvals, actions, notices and filings listed on Schedule 

     4.01(d) hereto, all of which have been duly observed, taken, 

     given or made and are in full force and effect. 
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          (d)  Binding Effect.  This Agreement constitutes, and the other 

     Financing Documents, when executed and delivered by the Parent 

     Guarantor, will constitute, valid and binding agreements of the 

     Parent Guarantor, enforceable against the Parent Guarantor in 

     accordance with their respective terms, except as may be limited 

     by applicable bankruptcy, insolvency, reorganization, moratorium 

     or similar laws affecting the rights of creditors generally and 

     by general principles of equity. 

 

          (e)  Financial Information.  The consolidated balance sheet of 



     the Parent Guarantor and its Subsidiaries as of December 31, 2005 

     and the related consolidated statements of operations and cash 

     flows for the fiscal year then ended, reported on by Ernst & 

     Young LLP and set forth in the Parent Guarantor's report on Form 

     10-K for the year ended December 31, 2005, a copy of which has 

     been delivered to each of the Lenders, fairly present, in 

     conformity with generally accepted accounting principles, the 

     consolidated financial position of the Parent Guarantor and its 

     Subsidiaries as of such date and their consolidated results of 

     operations and cash flows for such fiscal year. 

 

          (f)  Perfection, Etc.  All filings and other actions necessary or 

     desirable to perfect (to the extent set forth in the Pledge 

     Agreement) and protect the security interest in the AMR 

     Collateral created under the Collateral Documents have been duly 

     made or taken and are in full force and effect, and the 

     Collateral Documents create in favor of the Agent for the benefit 

     of the Secured Parties a valid and, together with such filings 

     and other actions, perfected security interest in such AMR 

     Collateral, securing the payment of the Secured Obligations, and 

     all filings and other actions necessary or desirable to perfect 

     and protect such security interest have been duly taken.  The 

     Parent Guarantor is the legal and beneficial owners of the AMR 

     Collateral free and clear of any Lien, except for the liens and 

     security interests created or permitted under the Financing 

     Documents. 

 

 

                            ARTICLE V 

 

                  COVENANTS OF THE LOAN PARTIES 

 

          SECTION 5.01. Affirmative Covenants.   So  long  as  any 

principal, interest and  premiums related  to  any  Advances and any fees 

hereunder  shall  remain unpaid  or  any  Lender shall have any Commitment 

hereunder,  the Borrower,   and   as   to   Sections   5.01(a)(iv), 

5.01(a)(v), 5.01(a)(vi),  5.01(a)(ix), 5.01(a)(x),  5.01(a)(xvi), 5.01(b)(i) 

and 5.01(h) the Parent Guarantor, will: 

 

          (a) Information. Deliver to the Agent for distribution to the 

Lenders: 

 

          (i)  as soon as available and in any event within 90 days (or 

     such longer period as is permitted for the filing of an 

     equivalent periodic report to the extent an extension thereof has 

     been obtained under Rule 12b-25 of the General Rules and 

     Regulations under the Securities Exchange Act of 1934, or any 

     successor rules) after the end of each fiscal year of the 

     Borrower, a consolidated balance sheet of the Borrower and its 

     Subsidiaries as of the end of such fiscal year and the related 

     consolidated statements of operations and cash flows for such 

     fiscal year, setting forth in each case in comparative form the 

     figures for the previous fiscal year, all in the form filed with 
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     the Securities and Exchange Commission accompanied by an opinion 

     of Ernst & Young LLP or other independent public accountants of 

     nationally recognized standing; 

 

         (ii) as soon as available and in any event within 45 days (or 

     such longer period as is permitted for the filing of an 

     equivalent periodic report to the extent an extension thereof has 

     been obtained under Rule 12b-25 of the General Rules and 

     Regulations under the Securities Exchange Act of 1934, or any 

     successor rules) after the end of each of the first three 

     quarters of each fiscal year of the Borrower, a consolidated 

     balance sheet of the Borrower and its Subsidiaries as of the end 

     of such quarter and the related consolidated statements of 

     operations and cash flows for such quarter and for the portion of 

     the Borrower's fiscal year ended at the end of such quarter, 

     setting forth in each case in comparative form the figures for 

     the corresponding quarter and the corresponding portion of the 

     Borrower's previous fiscal year, all in the form filed with the 

     Securities and Exchange Commission and certified (subject to 

     normal year-end adjustments) as to fairness of presentation, 

     generally accepted accounting principles and consistency by the 

     chief financial officer or the chief accounting officer or the 

     treasurer of the Borrower; 

 

         (iii) within 90 days after the end of each fiscal year of the 



     Borrower and within 45 days after the end of each of the first 

     three quarters of each fiscal year of the Borrower (or, in each 

     case, such longer period as is permitted for the filing of an 

     equivalent underlying periodic report to the extent an extension 

     thereof has been obtained under Rule 12b-25 of the General Rules 

     and Regulations under the Securities Exchange Act of 1934, or any 

     successor rules), a certificate of the chief financial officer or 

     the chief accounting officer or the treasurer of the Borrower, in 

     substantially the form of Exhibit D-1 attached hereto, (A) 

     setting forth in reasonable detail the calculations required to 

     establish whether the Borrower was in compliance with the 

     requirements of Section 5.03(a) on the date of the financial 

     statements most recently delivered pursuant to clause (i) or (ii) 

     above, as applicable, (B) stating whether any Default exists on 

     the date of such certificate and, if any Default then exists, 

     setting forth the details thereof and the action which the 

     Borrower is taking or proposes to take with respect thereto and 

     (C) as to such Collateral matters as provided for on Exhibit D-1 

     attached hereto, provided that in the event of any change in GAAP 

     used in the preparation of such financial statements, the 

     Borrower shall also provide, if necessary for the determination 

     of compliance with Section 5.03(a), a statement of reconciliation 

     conforming such financial statements to GAAP; provided, however, 

     that any such certificate delivered for the Fiscal Year ended 

     December 31, 2005 shall demonstrate compliance with the 

     requirements of Section 5.03(a) of the Existing Credit Agreement; 

 

         (iv) as soon as available and in any event within 90 days (or 

     such longer period as is permitted for the filing of an 

     equivalent periodic report to the extent an extension thereof has 

     been obtained under Rule 12b-25 of the General Rules and 

     Regulations under the Securities Exchange Act of 1934, or any 
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     successor rules) after the end of each fiscal year of the Parent 

     Guarantor, a consolidated balance sheet of the Parent Guarantor 

     and its Subsidiaries as of the end of such fiscal year and the 

     related consolidated statements of operations and cash flows for 

     such fiscal year, setting forth in each case in comparative form 

     the figures for the previous fiscal year, all in the form filed 

     with the Securities and Exchange Commission accompanied by an 

     opinion of Ernst & Young LLP or other independent public 

     accountants of nationally recognized standing; 

 

         (v)  as soon as available and in any event within 45 days (or 

     such longer period as is permitted for the filing of an 

     equivalent periodic report to the extent an extension thereof has 

     been obtained under Rule 12b-25 of the General Rules and 

     Regulations under the Securities Exchange Act of 1934, or any 

     successor rules) after the end of each of the first three 

     quarters of each fiscal year of the Parent Guarantor, a 

     consolidated balance sheet of the Parent Guarantor and its 

     Subsidiaries as of the end of such quarter and the related 

     consolidated statements of operations and cash flows for such 

     quarter and for the portion of the Parent Guarantor's fiscal year 

     ended at the end of such quarter, setting forth in each case in 

     comparative form the figures for the corresponding quarter and 

     the corresponding portion of the Parent Guarantor's previous 

     fiscal year, all in the form filed with the Securities and 

     Exchange Commission and certified (subject to normal year-end 

     adjustments) as to fairness of presentation, generally accepted 

     accounting principles and consistency by the chief financial 

     officer or the chief accounting officer or the treasurer of the 

     Parent Guarantor; 

 

         (vi) within 90 days after the end of each fiscal year of the 

     Parent Guarantor and within 45 days after the end of each of the 

     first three quarters of each fiscal year of the Parent Guarantor 

     (or, in each case, such longer period as is permitted for the 

     filing of an equivalent underlying periodic report to the extent 

     an extension thereof has been obtained under Rule 12b-25 of the 

     General Rules and Regulations under the Securities Exchange Act 

     of 1934, or any successor rules), a certificate of the chief 

     financial officer, the chief accounting officer, the chief 

     executive officer or the treasurer of the Parent Guarantor, in 

     substantially the form of Exhibit D-2 hereto, (A) setting forth 

     in reasonable detail the calculations required to establish 

     whether the Parent Guarantor was in compliance with the 

     requirements of Section 5.03(b) on the date of the financial 

     statements most recently delivered pursuant to clause (iv) or (v) 



     above, as applicable, and (B) stating whether any Default exists 

     on the date of such certificate and, if any Default then exists, 

     setting forth the details thereof and the action which the Parent 

     Guarantor is taking or proposes to take with respect thereto, 

     provided that in the event of any change in GAAP used in the 

     preparation of such financial statements, the Parent Guarantor 

     shall also provide, if necessary for the determination of 

     compliance with Section 5.03(b), a statement of reconciliation 

     conforming such financial statements to GAAP; provided, however, 

     that any such certificate delivered for the Fiscal Year ended 

     December 31, 2005 shall demonstrate compliance with the 

     requirements of Section 5.03(b) of the Existing Credit Agreement; 
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         (vii) within five Business Days after any Responsible Officer 

     obtains knowledge of any Default that is not reasonably likely to 

     be cured within the applicable grace period or of any Event of 

     Default, if such event or condition is then continuing, a 

     certificate of the chief financial officer or the chief 

     accounting officer or the treasurer of the Borrower setting forth 

     the details thereof and the action which the Borrower is taking 

     or proposes to take with respect thereto; 

 

         (viii) promptly after any Responsible Officer of the Borrower 

     obtains knowledge thereof, notice of all material actions, suits, 

     investigations, litigation and proceedings before any court or 

     governmental department, commission, board, bureau, agency or 

     instrumentality, domestic or foreign, affecting the Borrower or 

     any of its Material Subsidiaries of the type described in 

     Section 4.01(f); 

 

         (ix) promptly upon the mailing thereof to the shareholders of the 

     Borrower or the Parent Guarantor generally, copies of all 

     financial statements, reports and proxy statements so mailed; 

 

         (x)  promptly after the furnishing thereof, copies of any notice 

     of default furnished to any holder of Debt securities or lenders 

     under any bank facility of the Parent Guarantor, the Borrower or 

     any of the Borrower's Material Subsidiaries in a principal amount 

     of over $40,000,000. 

 

         (xi) promptly upon the filing thereof, copies of all registration 

     statements (other than the exhibits thereto and any registration 

     statements on Form S-8 or its equivalent) and reports on Forms 

     10-K, 10-Q and 8-K (or their equivalents) which the Borrower or 

     the Parent Guarantor shall have filed with the Securities and 

     Exchange Commission; 

 

         (xii) if and when any member of the ERISA Group (i) gives or 

     is required to give notice to the PBGC of any "reportable event" 

     (as defined in Section 4043 of ERISA) with respect to any Plan 

     which might constitute grounds for a termination of such Plan 

     under Title IV of ERISA, or knows that the plan administrator of 

     any Plan has given or is required to give notice of any such 

     reportable event, promptly, but in no event later than 30 days 

     after the occurrence of such reportable event, a copy of the 

     notice of such reportable event given or required to be given to 

     the PBGC; (ii) receives notice of complete or partial withdrawal 

     liability under Title IV of ERISA or notice that any 

     Multiemployer Plan is in reorganization, is insolvent or has been 

     terminated, promptly upon receipt of such notice, a copy of such 

     notice; (iii) receives notice from the PBGC under Title IV of 

     ERISA of an intent to terminate, impose liability (other than for 

     premiums under Section 4007 of ERISA) in respect of, or appoint a 

     trustee to administer, any Plan, promptly upon receipt of such 

     notice, a copy of such notice; (iv) applies for a waiver of the 

     minimum funding standard under Section 412 of the Internal 

     Revenue Code, promptly upon the filing of such application, a 

     copy of such application; (v) gives notice of intent to terminate 

     any Plan under Section 4041(c) of ERISA, promptly on giving such 
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     notice, a copy of such notice and other information filed with 

     the PBGC; (vi) gives notice of withdrawal from any Plan pursuant 

     to Section 4063 of ERISA, promptly upon the giving of such 

     notice, a copy of such notice; or (vii) fails to make any payment 

     or contribution to any Plan or Multiemployer Plan or in respect 

     of any Benefit Arrangement or makes any amendment to any Plan or 



     Benefit Arrangement which has resulted or could result in the 

     imposition of a Lien or the posting of a bond or other security, 

     promptly upon the occurrence of such failure, a certificate of 

     the chief financial officer or the chief accounting officer of 

     the Borrower setting forth details as to such occurrence and 

     action, if any, which the Borrower or applicable member of the 

     ERISA Group is required or proposes to take; 

 

         (xiii) promptly after any Responsible Officer of the Borrower 

     obtains knowledge thereof, notice of any Environmental Action 

     against or of any noncompliance by the Borrower or any of its 

     Material Subsidiaries with any Environmental Law or Environmental 

     Permit that could reasonably be expected to have a Material 

     Adverse Effect; 

 

         (xiv) promptly after any Responsible Officer of the Borrower 

     obtains knowledge thereof, notice of any taxes, assessments and 

     governmental charges or liens imposed upon the Borrower or any of 

     its Material Subsidiaries or any of their properties, or any 

     action, suit, investigation or proceeding in respect thereof, 

     which, either individually or in the aggregate, could reasonably 

     be expected to have a Material Adverse Effect; 

 

         (xv) promptly after any Responsible Officer of the Borrower 

     obtains knowledge thereof, any announcement by Moody's or S&P of 

     any change in the Senior Secured Debt Rating; and 

 

         (xvi) from time to time such additional historical 

     information regarding the financial position or business of the 

     Parent Guarantor, the Borrower and the Borrower's Material 

     Subsidiaries as the Agent, at the request of any Lender, may 

     reasonably request; provided that requests for non-public 

     information shall be limited to items of significant importance 

     to the requesting Lender's credit monitoring process and that any 

     Lender receiving non-public materials furnished pursuant to this 

     clause shall be deemed Confidential Information for purposes of 

     this Agreement. 

 

 

         Reports  required to be delivered pursuant  to  clauses 

(i),  (ii), (iv), (v) and (xi) above shall be deemed to have 

been delivered on the date on which such report is posted on 

the SEC's website at www.sec.gov, and such posting shall  be 

deemed to satisfy the reporting requirements of clauses (i), 

(ii),  (iv), (v) and (xi) above; provided that the  Borrower 

or  the  Parent Guarantor, as the case may be, shall deliver 

copies  of  the  reports referred to in clauses  (i),  (ii), 

(iv),  (v)  and (xi) above to the Agent for distribution  to 

any  Lender  in  accordance with Section 9.02(b)  (it  being 

understood that to the extent Section 9.02(b) shall  not  be 

applicable, paper copies of such reports shall be  delivered 

to  the  Agent  for distribution to any Lender who  requests 

such  paper  copies until written notice to cease delivering 

paper copies is given by the Agent or such Lender); provided 
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further  that in every instance the Borrower or  the  Parent 

Guarantor, as the case may be, shall provide paper copies of 

the  items described in clauses (iii), (vi), (vii),  (viii), 

(ix), (x), (xii), (xiii), (xiv), (xv) and (xvi) above to the 

Agent. 

 

         (b)  Maintenance of Existence. (i)Preserve, renew and keep in 

     full force and effect its corporate existence and (ii) maintain, 

     and cause each of its Material Subsidiaries to maintain, permits, 

     rights, privileges, licenses, franchises and approvals, except 

     where the failure to do so could not, individually or in the 

     aggregate, reasonably be expected to have a Material Adverse 

     Effect; provided that nothing in this Section 5.01(b)  shall 

     prohibit consolidations, mergers or sales of assets which comply 

     with Section 5.02(b). 

 

         (c)  Compliance with Laws.  Comply, and cause each of its 

     Material Subsidiaries to comply, in all material respects, with 

     all applicable laws (including, without limitation, ERISA and 

     Environmental Laws), rules, regulations and orders which are of 

     material importance to the conduct of the business, or the 

     ownership of the property, of the Borrower and its Material 

     Subsidiaries, except where the necessity of compliance therewith 

     is contested in good faith by appropriate proceedings. 



 

         (d) Insurance.  Maintain, and cause each of its Material 

     Subsidiaries to maintain, insurance (including but not limited to 

     liability insurance) with responsible and reputable insurers in 

     such amounts and covering such risks as is usually carried by 

     companies engaged in a similar business and owning similar 

     properties and such other insurance as is required by law 

     (including, without limitation, war risk and terrorism insurance 

     on all its property and the property of its Material Subsidiaries 

     in an amount that is no less than the maximum amount available to 

     the Borrower and the Parent Guarantor from the DOT under the 

     Federal Aviation Insurance Program, as amended by the Air 

     Transportation Stabilization Act and Regulations and further 

     amended by the Homeland Security Act of 2002, and as further 

     amended by the Vision-100 Century of Aviation Reauthorization 

     Act, and as extended by Congress in November 2004). 

 

         (e)  Use of Proceeds.  Use the proceeds of the Advances solely 

     for the purposes set forth in Section 2.15. 

 

         (f)  Payment of Taxes, Etc.  Pay and discharge, and cause each of 

     its Material Subsidiaries to pay and discharge, before the same 

     shall become delinquent, (i) all taxes, governmental assessments 

     and governmental charges or levies imposed upon it or upon its 

     property and (ii) all lawful claims in respect of taxes, 

     governmental assessments, governmental charges and levies that, 

     if unpaid, might by law become a Lien upon its property; 

     provided, however, that neither the Borrower nor any of its 

     Material Subsidiaries shall be required to pay or discharge any 

     such tax, assessment, charge, levy or claim that is being 

     contested in good faith and by proper proceedings and as to which 

     appropriate reserves are being maintained, unless and until any 

     Lien resulting therefrom attaches to its property and becomes 

     enforceable against its other creditors and any such Liens shall 

     attach and become enforceable in respect of any such taxes, 

     assessments, charges, levies and claims, which either 

     individually or in the aggregate exceed $25,000,000. 
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         (g)  Inspection of Aircraft.  Permit the Agent or any of the 

     Lenders, or any agent or representative thereof, to exercise its 

     inspection rights in accordance with Section 5.03 of the Aircraft 

     Security Agreement. 

 

         (h)  Keeping of Books.  Keep, and cause each of its Material 

     Subsidiaries to keep, proper books of record and account, in 

     which full and correct entries shall be made of all financial 

     transactions and the assets and business of the Borrower and each 

     such Subsidiary in accordance with generally accepted accounting 

     principles in effect from time to time. 

 

         (i)  Maintenance of Equipment.  Maintain, and cause each of its 

     Material  Subsidiaries to maintain, substantially all of its 

     equipment (except surplus or obsolete equipment) in good 

     operating order, except where the failure to keep such equipment 

     in good operating order would not have a material adverse effect 

     on the financial conditions or results of operations of the 

     Borrower. 

 

         (j)  Transactions with Affiliates.  Conduct all transactions with 

     any of its Affiliates on terms that are fair and reasonable and 

     no less favorable to the Borrower than it would obtain in a 

     comparable arm's-length transaction with a Person not an 

     Affiliate.  The following transactions shall be deemed to comply 

     with this Section 5.01(j):  (i) any Existing Capacity Agreement 

     (or any amendments, renewals or replacements thereof to the 

     extent that any such Existing Capacity Agreement, as so amended, 

     renewed or replaced, shall be on terms (A) approved by the 

     Borrower's management upon a good faith determination that such 

     amendments, renewals or replacements are consistent with industry 

     norms at the time made, (B) that are reasonably consistent with 

     past practice and that, taken as a whole, are not materially less 

     favorable to the Borrower than such Existing Capacity Agreement, 

     or (C) that, taken as a whole together with other benefits 

     received at the time from the other party thereto, are not 

     materially less favorable to the Borrower than such Existing 

     Capacity Agreement); (ii) any transaction or arrangement (other 

     than Existing Capacity Agreements or any amendments, renewals or 

     replacements thereof) between or among any of the Parent 



     Guarantor and any of its direct or indirect subsidiaries 

     (including, without limitation, payment of dividends, guarantees 

     and making of inter-company loans); (iii) the entering into, 

     making payments pursuant to and otherwise performing 

     indemnification and contribution obligations in favor of any 

     Person who is or becomes a director, officer, agent or employee 

     of the Parent Guarantor or any of its direct or indirect 

     subsidiaries, in respect of liabilities (A) arising out of the 

     fact that any indemnitee was or is a director, officer, agent or 

     employee of the Parent Guarantor or any of its direct or indirect 

     subsidiaries, or is or was serving at the request of any such 

     corporation, as a director, officer, employee or agent of another 

     corporation, partnership, joint venture, trust or enterprise or 

     (B) to the fullest extent permitted by applicable law, arising 

     out of any breach or alleged breach by such indemnitee of his or 

     her fiduciary duty as a director or officer of the Parent 

     Guarantor or any of its direct or indirect subsidiaries; (iv) the 

     Borrower and its Subsidiaries may enter into, and may make 

     payments under, employment agreements, employee benefits plans, 

     stock option plans, indemnification provisions and other similar 

     compensatory arrangements with officers, employees and directors 

     of the Parent Guarantor and its direct or indirect subsidiaries 

     in the ordinary course of business; (v) performance by the 
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     Borrower or any of its Subsidiaries under any customary or 

     commercially reasonable tax sharing agreements or arrangements; 

    (vi) ordinary course transactions approved by the Board of 

     Directors of Borrower or by Borrower's management that are 

     reasonably consistent with past practice and reasonable 

     modifications or extensions thereof; (vii) transactions with or 

     involving any special purpose entities, variable interest 

     entities and other similar entities formed in connection with any 

     bona fide financing transaction on terms necessary or appropriate 

     or customary for the relevant type of transaction (such entities, 

     "Financing Vehicles") and (viii) any transaction as to which the 

     Borrower has obtained an opinion from a financial advisor or 

     appraiser that the transaction is fair to the Borrower from a 

     financial point of view. 

 

         (k)  Performance of Material Contracts.  Perform and observe all 

     the terms and provisions of each Material Contract to be 

     performed or observed by it, except, in any case, where the 

     failure to do so, either individually or in the aggregate, could 

     not reasonably be expected to have a Material Adverse Effect. 

     (l)  Pari Passu.  Ensure that all claims of the Lenders or the 

     Agent against the Borrower will be at all times at least pari 

     passu to the claims of other unsecured creditors of the Borrower 

     (except to the extent provided under bankruptcy, insolvency and 

     other similar laws of general applications relating to or 

     affecting the enforcement of creditors' rights). 

 

         (m) Appraisals.  (i) Cause the Appraiser to conduct an appraisal 

     of the then current Aircraft Value of the Aircraft and to deliver 

     an Appraisal Report in respect thereof to the Lenders and the 

     Borrower (x) by no later than 45 days prior to each 6-month 

     anniversary of the Effective Date (it being understood that such 

     appraisal shall not have been conducted earlier than 90 days 

     prior to such 6-month anniversary) or (y) promptly at the request 

     of the Agent, upon the occurrence or continuation of an Event of 

     Default (but not more frequently than every 90 days following the 

     occurrence and during the continuance of any Event of Default); 

     and (ii) cause the Appraiser to conduct an appraisal of the then 

     current fair market value of the Narita Collateral and to deliver 

     an Appraisal Report in respect thereof to the Lenders, (x) by no 

     later than 45 days prior to each 12-month anniversary of the 

     Effective Date (it being understood that such appraisal shall not 

     have been conducted earlier than 90 days prior to such 12-month 

     anniversary) or (y) promptly at the request of the Agent, upon 

     the occurrence or continuation of an Event of Default (but not 

     more frequently than every 90 days following the occurrence and 

     during the continuance of any Event of Default). 

 

         (n)  Security. 

 

               (i)  Collateral Coverage.  Cause, subject to the provisions set 

          forth in this Section 5.01(n), the Aggregate Collateral Value, as 

          determined pursuant to the Appraisal Report most recently 

          delivered to the Lenders pursuant to Section 5.01(m)(i), to be 

          equal to or greater than the Required Collateral Amount. 



 

               (ii) Delivery of Additional Aircraft Collateral.  If the 

          Aggregate Collateral Value determined in accordance with the 

          Appraisal Report most recently delivered to the Lenders and the 
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          Borrower pursuant to Section 5.01(m)(i) is less than the Required 

          Collateral Amount, the Borrower shall, within 45 days of the 

          delivery to it of such Appraisal Report pursuant to Section 

          5.01(m)(i), (A) designate by a supplement to Schedule 1 to the 

          Aircraft Security Agreement delivered to each Lender additional 

          Unencumbered Stage 3 Aircraft with an Aircraft Value (as 

          determined by the Appraiser in an Appraisal Report with respect 

          thereto delivered prior to the required time of delivery of such 

          supplement), and/or deposit cash and/or Permitted Investments 

          into the Cash Collateral Account, such that, after giving effect 

          to such supplement and/or such deposit, the Aggregate Collateral 

          Value is not less than the Required Collateral Amount and (B) if 

          additional Unencumbered Stage 3 Aircraft are being pledged, (i) 

          execute and deliver to the Agent the Security Agreement 

          Supplements with respect to all Aircraft then being pledged and 

          assigned and (ii) within 10 days after receiving the executed 

          Security Agreement Supplement back from the Agent, take all 

          action necessary or desirable to cause the Liens created thereby 

          to be perfected and protected against all creditors and 

          transferees of the Borrower under applicable law (including 

          without limitation the applicable rules and regulations 

          promulgated under the Federal Aviation Act) subject to no prior 

          Liens (other than Permitted Liens) (such perfected and protected 

          interest, the "Security Arrangements") and furnish Security 

          Opinions with respect to all of such Aircraft and any other 

          collateral.  If the Borrower fails to make any such Security 

          Arrangements within the 45-day period set forth above, the 

          Borrower shall prepay any Advances and, to the extent such 

          Advances are Revolving Credit Advances, reduce any corresponding 

          Revolving Credit Commitments in accordance with the terms hereof, 

          so that, after giving effect to such prepayment of Advances, the 

          Aggregate Collateral Value determined in accordance with the 

          Appraisal Report most recently delivered to the Lenders pursuant 

          to Section 5.01(m)(i), shall be equal to or greater than the 

          Required Collateral Amount. 

 

               (iii) Substitution and Release of Aircraft Collateral. (A) 

          The Borrower may, at any time and from time to time, provided no 

          Default under Section 6.01(a) or Section 6.01(f) and no Event of 

          Default shall have occurred and be continuing, substitute (x) one 

          or more Replacement Aircraft or Replacement Engines for one or 

          more Aircraft or Engines, respectively, designated by the 

          Borrower, (y) one or more Replacement Aircraft or Replacement 

          Engines for cash and/or Permitted Investments or (z) cash and/or 

          Permitted Investments for one or more Aircraft or Engines 

          designated by the Borrower.  In the event that the Borrower 

          desires to effect any such substitution, the Borrower shall 

          deliver an amendment to Schedule 1 to the Aircraft Security 

          Agreement to all of the Lenders designating any Replacement 

          Aircraft or Replacement Engine to be added to such Schedule, 

          specifying any Aircraft or Engine to be removed from such 

          Schedule and specifying the amount of any cash and/or Permitted 

          Investments to be added to, or cash and/or Permitted Investments 

          to be removed from, the Cash Collateral Account; provided that 

          (I) such amendment is accompanied by (A) an Appraisal Report of 

          the Appraiser as to the Aircraft Value of the Replacement 

          Aircraft or Replacement Engines, as the case may be, to be 

          delivered in substitution and (B) an executed Security Agreement 
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          Supplement with respect to any such Replacement Aircraft or 

          Replacement Engine, and evidence satisfactory to the Agent that 

          such Replacement Aircraft or Replacement Engine has been made 

          subject to the Security Arrangements together with Security 

          Opinions with respect to such Replacement Aircraft or Replacement 

          Engine or, if the collateral delivered in substitution is cash 

          and/or Permitted Investments, deposit of such cash and/or 

          Permitted Investments with the applicable Cash Collateral Value 

          in the Cash Collateral Account and (II) the Aircraft Value of the 

          Replacement Aircraft or Replacement Engine, as the case may be, 

          to be delivered in substitution (as set forth in the Appraisal 

          Report delivered at such time), together with the Cash Collateral 

          Value of any cash and/or Permitted Investments deposited in the 



          Cash Collateral Account, equals or exceeds the Aircraft Value or 

          Cash Collateral Value, as the case may be, of the Aircraft, 

          Engines or cash and/or Permitted Investments being replaced. 

 

               (B)  At any time when the Aggregate Collateral Value, determined 

          in accordance with the Appraisal Report most recently delivered 

          to the Lenders pursuant to Section 5.01(m)(i) exceeds the 

          Required Collateral Amount, provided that no Default under 

          Section 6.01(a) or Section 6.01(f) and no Event of Default shall 

          then have occurred and be continuing, the Borrower may deliver 

          notice to the Agent (which shall promptly send copies thereof to 

          each Lender) removing any Aircraft or Engine from Schedule 1 to 

          the Aircraft Security Agreement and requesting the release of 

          Aircraft, Engines or cash and/or Permitted Investments from the 

          Lien of the Aircraft Security Agreement, provided that the 

          Aggregate Collateral Value after giving effect to such removal or 

          release shall not be less than the Required Collateral Amount. 

          Such notice shall identify the Aircraft, Engines or cash and/or 

          Permitted Investments in the Cash Collateral Account to be 

          released. 

 

               (iv) Upon compliance with the foregoing provisions the Agent 

          shall, if the Security Arrangements have been effected, release 

          the item of collateral being replaced or released and any related 

          Warranty Rights (as defined in the Aircraft Security Agreement) 

          in accordance with the provisions of the Aircraft Security 

          Agreement. 

 

                (v)  Event of Loss.  (A) Upon the occurrence of an Event of Loss 

          with respect to any Airframe, the Borrower shall forthwith give 

          the Agent notice of such Event of Loss and, within 45 days 

          thereafter:  (x) designate by a supplement to Schedule 1 to the 

          Aircraft Security Agreement delivered to each Lender a 

          Replacement Airframe (together with the same number of 

          Replacement Engines as the Engines relating to such Airframe at 

          the time such Event of Loss occurred unless such Engines did not 

          suffer such Event of Loss and are suitable for use on such 

          Replacement Airframe), such Replacement Airframe and Replacement 

          Engines (if any) to be free and clear of all Liens (other than 

          Permitted Liens) and/or (y) deposit cash and/or Permitted 

          Investments in the Cash Collateral Account in replacement for any 

          Aircraft of which such Airframe was a part, in each case 

          accompanied by (A) an Appraisal Report of the Appraiser as to the 
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          Aircraft Value of the Replacement Airframe and Replacement 

          Engines (if any) delivered in replacement, such value, together 

          with the Cash Collateral Value of any cash and/or Permitted 

          Investments deposited in the Cash Collateral Account pursuant to 

          clause (y) above, to be at least equal to the Aircraft Value of 

          the Airframe and Engines, if any, so replaced and (B) an executed 

          Security Agreement Supplement with respect to such Replacement 

          Airframe and Replacement Engines (if any), and evidence 

          satisfactory to the Agent that any such Replacement Airframes 

          and/or Replacement Engines have been made subject to the Security 

          Arrangements together with Security Opinions with respect to any 

          such Replacement Aircraft or Replacement Engines. 

 

               (B)  Upon the occurrence of an Event of Loss with respect to an 

          Engine under circumstances in which there has not occurred an 

          Event of Loss with respect to any Airframe, the Borrower shall 

          forthwith give the Agent notice of such Event of Loss and, within 

          45 days thereafter:  (x) designate by a supplement to Schedule 1 

          to the Aircraft Security Agreement delivered to each Lender a 

          Replacement Engine, such Replacement Engine to be free and clear 

          of all Liens (other than Permitted Liens) and to have an Aircraft 

          Value (as set forth in an Appraisal Report of the Appraiser 

          delivered to the Lenders at such time) at least equal to the 

          Aircraft Value of the Engine so replaced and (y) deliver a 

          Security Agreement Supplement with respect to such Replacement 

          Engine, and otherwise cause such Replacement Engine to become 

          subject to the Security Arrangements and Security Opinions to be 

          delivered with respect thereto. 

 

               (C)  Upon compliance with the foregoing provisions, the Agent 

          shall release the item of collateral being replaced and any 

          related Warranty Rights (as defined in the Aircraft Security 

          Agreement) in accordance with the provisions of the Aircraft 

          Security Agreement. 

 



               (vi) Costs of Compliance.  The Borrower shall bear all costs and 

          expenses of compliance with Section 5.01(m) and this Section 

          5.01(n). 

 

          (o)  Further Assurances.  Promptly upon request by the Agent, or 

     any Lender through the Agent, do, execute, acknowledge, deliver, 

     record, re-record, file, re-file, register and re-register any 

     and all such further acts, deeds, conveyances, pledge agreements, 

     assignments, financing statements and continuations thereof, 

     termination  statements, notices of  assignment,  transfers, 

     certificates, assurances and other instruments as the Agent, or 

     any Lender through the Agent, may reasonably require from time to 

     time  in  order  to (A) to the fullest extent  permitted  by 

     applicable law , subject any Loan Party's Collateral to the Liens 

     now or hereafter intended to be covered by any of the Collateral 

     Documents, (B) perfect and maintain the validity, effectiveness 

     and priority of any of the Collateral Documents and any of the 

     Liens intended to be created thereunder and (C) assure, convey, 

     grant, assign, transfer, preserve, protect and confirm  more 

     effectively unto the Secured Parties the rights granted or now or 

     hereafter intended to be granted (including, without limitation, 

     in respect of the exercise of any remedies under the Collateral 

     Documents) to the Secured Parties under any Financing Document or 
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     under  any other instrument executed in connection with  any 

     Financing Document to which any Loan Party is or is to be  a 

     party, and cause each of its Material Subsidiaries to do so. 

 

          (p)  FAA and DOT Matters; Citizenship.  (i) Maintain at all times 

     its status at the DOT as an "air carrier" within the meaning of 

     Section 40102(a)(2) of Title 49, and hold a certificate under 

     Section 41102(a)(1) of Title 49; (ii) at all times hereunder be a 

     United States Citizen; (iii) maintain at all times its status at 

     the FAA as an air carrier and hold an air carrier operating 

     certificate and other operating authorizations issued by the FAA 

     pursuant to 14 C.F.R. Sections 119 and 121 as currently in effect 

     or as may be amended or recodified from time to time; and (iv) 

     possess and maintain all necessary certificates, exemptions, 

     franchises, licenses, permits, designations, rights, concessions, 

     authorizations, frequencies and consents which are material to 

     the operation of the Slots, the Narita Routes and the Narita 

     Slots flown by it and the conduct of its business and operations 

     as currently conducted except in any case described in this 

     clause (iv), where the failure to do so, either individually or 

     in the aggregate, could not reasonably be expected to have a 

     Material Adverse Effect (provided that nothing in this clause 

    (iv) shall prohibit transactions that otherwise comply with the 

     terms of the Collateral Documents). 

 

 

          SECTION 5.02. Negative Covenants. So  long  as  any principal, 

interest and  premiums related  to  any  Advances and any fees  hereunder 

shall  remain unpaid  or  any  Lender shall have any Commitment hereunder, 

the Borrower will not, at any time: 

 

          (a)  Liens, Etc.  Create, incur or assume any Lien or suffer to 

     exist (for a period of 30 days after obtaining knowledge thereof) 

     any Lien on or with respect to any AA Collateral whether now 

     owned or hereafter acquired, or suffer to exist (for a period of 

     30 days after obtaining knowledge thereof) or file, under the 

     Uniform  Commercial  Code of any jurisdiction,  a  financing 

     statement that names the Borrower as debtor in respect of any AA 

     Collateral, or suffer to exist (for a period of 30 days after 

     obtaining knowledge thereof) or sign, any security agreement 

     authorizing any secured party thereunder to file such financing 

     statement, except: 

 

               (i)  Liens created under the Financing Documents; and 

 

               (ii) Permitted Liens. 

 

          (b)  Consolidation, Merger, Sale of Assets, Etc.  Consolidate 

     with or merge with or into any Person, or convey, transfer or 

     lease substantially all of its assets as an entirety to  any 

     Person, unless the following conditions are satisfied: 

 

               (i)  except in the case of a merger in which the Borrower is the 

          surviving corporation, the entity formed by such consolidation or 

          into which the Borrower is merged, or the Person that acquires by 



          conveyance, transfer or lease substantially all of the assets of 

          the Borrower as an entirety, shall be a corporation organized and 

          existing under the laws of the United States of America or any 

          State thereof or the District of Columbia, shall be a United 

          States Citizen, and shall execute and deliver to the Agent, an 

          agreement, in form and substance satisfactory to the Agent, 

          containing an assumption by such successor corporation of the due 
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          and punctual performance and observance of each obligation, 

          covenant and condition of the Borrower under the Financing 

          Documents; 

 

               (ii) immediately after and after giving effect to such 

          transaction, no Default shall have occurred and be continuing, 

          and the Net Worth of the corporation formed by such consolidation 

          or into which the Borrower is merged, or of the Person that 

          acquired by conveyance, transfer or lease substantially all of 

          the assets of the Borrower as an entirety, shall not be less than 

          75% of the Net Worth of the Borrower prior to such consolidation, 

          merger, conveyance, transfer or lease; and 

 

               (iii) except in the case of the merger in which the Borrower 

          is the surviving corporation, the Borrower shall have delivered 

          to the Agent a certificate signed by the President, a Senior Vice 

          President or a Vice President of the Borrower, and an opinion of 

          counsel (which may be the Borrower's General Counsel), each 

          stating that such consolidation, merger, conveyance, transfer or 

          lease and such assumption agreement comply with this Section, and 

          that all conditions precedent herein provided for relating to 

          such transaction have been complied with; provided, however, that 

          any such opinion of counsel need not opine as to the matters set 

          forth in clause (ii) of this Section. 

 

 

Upon any  consolidation  or  merger,  or  any  conveyance, 

transfer or lease of substantially all of the assets of  the 

Borrower as an entirety in accordance with this Section, the 

successor corporation formed by such consolidation  or  into 

which  the  Borrower is merged, or to which such conveyance, 

transfer  or  lease  is  made,  shall  succeed  to,  and  be 

substituted for, and may exercise every right and power  of, 

the  Borrower  under the Financing Documents with  the  same 

effect  as if such successor corporation had been  named  as 

the  Borrower herein.  No such conveyance, transfer or lease 

of  substantially all of the assets of the  Borrower  as  an 

entirety shall have the effect of releasing the Borrower  or 

any successor corporation that shall theretofore have become 

such  in  the  manner prescribed in this  Section  from  its 

liability hereunder. 

 

          (c)  Sales, Etc., of AA Collateral.  Sell, lease, transfer or 

     otherwise dispose of, any AA Collateral, or grant any option or 

     other  right to purchase, lease or otherwise acquire any  AA 

     Collateral, except: 

 

               (i)  (x) a sale  of any AA Collateral (other than the Narita 

          Collateral) and (y) any other transfer or disposition (including 

          any transfer of possession, asset swaps, exchanges, interchanges 

          or pooling of assets) or lease of the AA Collateral to the extent 

          permitted by the Collateral Documents and Section 5.01(n) hereof, 

          provided that, in any case, before and after giving effect to any 

          such sale, lease, transfer or other disposition (A) no Event of 

          Default shall have occurred and be continuing, (B) in the case of 

          subclause (x) above, the Aggregate Collateral Value determined in 

          accordance with the Appraisal Report most recently delivered 

          pursuant to Section 5.01(m)(i) shall be equal to or greater than 

          the Required Collateral Amount and (C) the Borrower shall be in 

          compliance with the provisions of Section 5.01(n)(ii); 
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               (ii) in a transaction authorized by Section 5.02(b); and 

 

               (iii)  as otherwise consented to by the Agent (such consent 

          not to be unreasonably withheld). 

 

          (d)  Accounting Changes.  Make or permit, or permit any of its 

     Material Subsidiaries to make or permit, any change  in  (i) 



     accounting policies or reporting practices, except as required or 

     permitted by generally accepted accounting principles, or (ii) 

     Fiscal Year. 

 

          (e)  Partnerships, Etc.  Become a general partner in any limited 

     partnership, or permit any of its Material Subsidiaries to do so, 

     except (i) to the extent the Borrower or any of such Subsidiaries 

     shall have become a general partner in any such limited 

     partnership prior to the Effective Date or (ii) through a special 

     purpose entity. 

 

          (f)  Payment Restrictions Affecting Subsidiaries.  Directly or 

     indirectly, enter into or suffer to exist, or permit any of its 

     Material Subsidiaries to enter into or suffer to exist, any 

     agreement or arrangement limiting the ability of any of its 

     Material Subsidiaries (other than any Financing Vehicles) to 

     declare or pay dividends or other distributions in respect of its 

     Equity Interests or repay or prepay any Debt owed to, make loans 

     or advances to, or otherwise transfer assets to or invest in, the 

     Borrower or any Material Subsidiary of the Borrower (whether 

     through a covenant restricting dividends, loans, asset transfers 

     or investments, a financial covenant or otherwise), except (i) 

     the Financing Documents, (ii) any agreement in effect at the time 

     such Material Subsidiary becomes a Subsidiary of the Borrower, so 

     long as such agreement was not entered into solely in 

     contemplation of such Person becoming a Subsidiary of the 

     Borrower, (iii) applicable law (including regulatory 

     requirements), (iv) customary provisions restricting subletting 

     or assignment of any lease governing a leasehold interest of the 

     Borrower or a Material Subsidiary of the Borrower, (v) customary 

     provisions restricting assignment of any licensing agreement 

     entered into by the Borrower or a Material Subsidiary of the 

     Borrower in the ordinary course of business, (vi) customary 

     provisions restricting the transfer of assets (A) subject to 

     Liens or (B) pending disposition, (vii) provisions in charters, 

     bylaws, stockholders agreements, partnership agreements, joint 

     venture agreements, limited liability company agreements and 

     other similar agreements and (viii) provisions in financing 

     agreements customary for transactions of a similar nature with 

     counterparties that are similarly situated with the applicable 

     Material Subsidiary and constitute a similar credit. 

 

 

          SECTION 5.03. Financial Covenants.   (a)  Liquidity. 

So long as any principal, interest and premiums related to any 

Advances and any fees hereunder shall remain  unpaid or any Lender 

shall have any Commitment hereunder, the  Borrower  will  maintain  at 

all  times,  for  the  periods indicated  below,  an  amount  of 

liquidity  consisting  of  (i) unencumbered  cash, (ii) unencumbered 

Short Term Investments  and (iii)  amounts  available for drawing 

under  committed  revolving credit  facilities which have a final 

maturity  of  at  least  12 months  after the date of determination, 

of not less  than  $1.25 billion: 
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          (b)  Cash Flow Coverage.  So long as any principal, interest and 

premiums  related  to any Advances and any fees  hereunder  shall 

remain  unpaid or any Lender shall have any Commitment hereunder, 

the  Parent  Guarantor will maintain, for each  period  indicated 

below,  a  Cash  Flow  Coverage Ratio  for  any  period  of  four 

consecutive fiscal quarters of the Parent Guarantor most recently 

ended,  of  not  less than the amount specified  below  for  such 

period: 

 

         Period Ending                Cash Flow 

                                      Coverage 

                                        Ratio 

         March 31, 2006               1.00:1.00 

         June 30, 2006                1.00:1.00 

         September 30, 2006           1.10:1.00 

         December 31, 2006            1.20:1.00 

         March 31, 2007               1.30:1.00 

         June 30, 2007                1.30:1.00 

         September 30, 2007           1.35:1.00 

         December 31, 2007            1.40:1.00 

         March 31, 2008               1.40:1.00 

         June 30, 2008                1.40:1.00 

         September 30, 2008           1.40:1.00 

         December 31, 2008            1.40:1.00 



         March 31, 2009               1.40:1.00 

         June 30, 2009 (and each      1.50:1.00 

         fiscal quarter thereafter) 

 

 

                           ARTICLE VI 

 

                        EVENTS OF DEFAULT 

 

          SECTION 6.01. Events of Default. If any of the following events 

("Events of Default") shall occur and be continuing: 

 

          (a)  (i)  the Borrower shall fail to pay any principal of any 

     Advance within one Business Day after the same becomes due and 

     payable or (ii) the Borrower shall fail to pay any interest on 

     any  Advance, or any Loan Party shall fail to make any other 

     payment under any Financing Document, in each case under this 

     clause (ii) within five Business Days after the same shall become 

     due and payable; or 

 

          (b)  any representation or warranty made or deemed made herein by 

     any Loan Party or under or in connection with any Financing 

     Document, shall prove to have been false or misleading as of the 

     time made or deemed made or furnished in any material respect; or 

 

          (c)  the Borrower shall default in the performance of any 

     covenant contained in Section 2.15, 5.01(a)(i), 5.01(a)(ii), 
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     5.01(a)(iii), 5.01(a)(iv), 5.01(a)(v), 5.01(a)(vi), 5.01(a)(vii), 

     5.01(b)(i), 5.01(m), 5.01(n), 5.02(a), 5.02(b), 5.02(c) or 5.03; 

     provided that no failure to deliver Appraisal Reports pursuant to 

     Section 5.01(m) shall constitute an Event of Default hereunder 

     for a period of 5 Business Days after the same shall become due 

     if the Appraiser in respect of such Appraisal Reports ceases or 

     is unable prior to such time to provide such Appraisal Reports; 

     or 

 

         (d)  any Loan Party shall fail to perform or observe any other 

     term, covenant or agreement contained in any Financing Document 

    (other than as specified elsewhere in this Section 6.01) on its 

    part to be performed or observed if such failure shall remain 

    unremedied for 30 days after the earlier of the date on which (i) 

    any Responsible Officer of a Loan Party becomes aware of such 

    failure or (ii) written notice thereof shall have been given to 

    the Borrower by the Agent or any Lender; or 

 

         (e)  the Borrower or any of its Subsidiaries or the Parent 

    Guarantor shall fail to pay any principal of, premium or interest 

    on any Debt of the Borrower, such Subsidiary or the Parent 

    Guarantor (as the case may be) that is outstanding in a principal 

    amount (or, in the case of any Hedge Agreement, an Agreement 

    Value) of at least $40,000,000 either individually or in the 

    aggregate for all of the Borrower, such Subsidiaries and the 

    Parent Guarantor (but excluding Debt outstanding hereunder), when 

    the same becomes due and payable (whether by scheduled maturity, 

    required prepayment, acceleration, demand or otherwise), and such 

    failure shall continue after the applicable grace period, if any, 

    specified in the agreement or instrument relating to such Debt; 

    or by virtue of (i) non-compliance by the Borrower, any of its 

    Subsidiaries or the Parent Guarantor with any of its obligations 

    under documents, agreements or instruments in respect of such 

    Debt or (ii) the occurrence of a change of control (or similar 

    event) in respect of the Borrower or the Parent Guarantor, any 

    other event shall occur or condition shall exist under any 

    agreement or instrument relating to any such Debt and shall 

    continue after the applicable grace period, if any, specified in 

    such agreement or instrument, if the effect of such event or 

    condition is to accelerate, or to permit the acceleration of, the 

    maturity of such Debt or otherwise to cause, or to permit the 

    holder thereof to cause, such Debt to mature; or by virtue of (i) 

    non-compliance by the Borrower, any of its Subsidiaries or the 

    Parent Guarantor with any of its obligations under documents, 

    agreements or instruments in respect of such Debt or (ii) the 

    occurrence of a change of control (or similar event) in respect 

    of the Borrower or the Parent Guarantor, any such Debt shall be 

    declared to be due and payable or required to be prepaid or 

    redeemed (other than by a regularly scheduled required prepayment 

    or redemption), purchased or defeased, or an offer to prepay, 

    redeem, purchase or defease such Debt shall be required to be 



    made, in each case prior to the stated maturity thereof; or 

 

         (f)  the Borrower or any of its Material Subsidiaries or the 

    Parent Guarantor shall generally not pay its debts as such debts 

    become due, or shall admit in writing its inability to pay its 

    debts generally, or shall make a general assignment for the 

    benefit of creditors; or any proceeding shall be instituted by or 

    against the Borrower or any of its Material Subsidiaries or the 

    Parent Guarantor seeking to adjudicate it a bankrupt or 

    insolvent, or seeking liquidation, winding up, reorganization, 

    arrangement, adjustment, protection, relief, or composition of it 
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    or its debts under any law relating to bankruptcy, insolvency or 

    reorganization or relief of debtors, or seeking the entry of an 

    order for relief or the appointment of a receiver, trustee or 

    other similar official for it or for any substantial part of its 

    property and, in the case of any such proceeding instituted 

    against it (but not instituted by it) that is being diligently 

    contested by it in good faith, either such proceeding shall 

    remain undismissed or unstayed for a period of 30 days or any of 

    the actions sought in such proceeding (including, without 

    limitation, the entry of an order for relief against, or the 

    appointment of a receiver, trustee, custodian or other similar 

    official for, it or any substantial part of its property) shall 

    occur; or the Borrower or any of its Material Subsidiaries or the 

    Parent Guarantor shall take any corporate action to authorize any 

    of the actions set forth above in this subsection (f); or 

 

         (g)  a judgment or order for the payment of money in excess of 

    $25,000,000 shall be rendered against the Borrower, any of its 

    Subsidiaries or the Parent Guarantor and such judgment or order 

    shall continue unsatisfied and unstayed for a period of 30 days; 

    or 

 

         (h)  any Financing Document after delivery thereof pursuant to 

    Section 3.01 or 5.01(n) shall for any reason cease to be valid 

    and binding on or enforceable in any material respect against any 

    Loan Party party to it, or any such Loan Party shall so state in 

    writing; or 

 

         (i)  any Collateral Document or financing statement after 

    delivery thereof pursuant to Section 3.01 or 5.01(n) shall for 

    any reason (other than (x) pursuant to the terms thereof or (y) 

    as a result of any action or failure to act by the Agent in 

    respect of such Collateral Document or financing statement) cease 

    to create a valid and perfected first priority lien on and 

    security interest in the Collateral purported to be covered 

    thereby (subject only to Permitted Liens); or 

 

         (j)  a Change of Control shall occur; or 

 

         (k)  any member of the ERISA Group shall fail to pay when due an 

    amount or amounts aggregating in excess of $25,000,000 which it 

    shall have become liable to pay under Title IV of ERISA; or 

    notice of intent to terminate a Material Plan shall be filed 

    under Title IV of ERISA by any member of the ERISA Group, any 

    plan administrator or any combination of the foregoing; or the 

    PBGC shall institute proceedings under Title IV of ERISA to 

    terminate, to impose liability (other than for premiums under 

    Section 4007 of ERISA) in respect of, or to cause a trustee to be 

    appointed to administer, any Material Plan; or a condition shall 

    exist under Section 4042(a)(1), (2) or (3) of ERISA (but not 

    Section 4042(a)(4) of ERISA) by reason of which the PBGC would be 

    entitled to obtain a decree adjudicating that any Material Plan 

    must be terminated; or there shall occur a complete or partial 

    withdrawal from, or a default, within the meaning of 

    Section 4219(c)(5) of ERISA, with respect to, one or more 

    Multiemployer Plans which could cause one or more members of the 

    ERISA Group to incur a current payment obligation in excess of 

    $25,000,000; or 

 

         (l)  the Borrower shall fail to carry and maintain insurance on 

    or with respect to the Aircraft in accordance with the provisions 

    of Section 5.06 of the Aircraft Security Agreement; provided 

    that, in the case of insurance with respect to which 

 

                             68 

 

    cancellation, change or lapse for nonpayment of premium shall not 



    be effective as to the Agent or any Lender for 30 days (seven 

    days, or such other period as may from time to time be 

    customarily obtainable in the industry, in the case of any war 

    risk and allied perils coverage) after receipt of notice by the 

    Agent or such Lender of such cancellation, change or lapse, no 

    such failure to carry and maintain insurance shall constitute an 

    Event of Default until the earlier of (i) the date such failure 

    shall have continued unremedied for a period of 20 days (five 

    days in the case of any war risk and allied perils coverage) 

    after receipt by the Agent or such Lender of the notice of 

    cancellation, change or lapse referred to in such Section 5.06, 

    or (ii) the date on which such insurance is not in effect as to 

    the Agent or any Lender; or 

 

         (m)  any Loan Party shall operate any Aircraft at a time when 

    public liability insurance required by Section 5.06(a) of the 

    Aircraft Security Agreement shall not be in effect; or 

 

         (n)  the Borrower shall fail to perform any term, covenant or 

    agreement contained in (x) Article V of the Aircraft Security 

    Agreement (other than Sections 5.02(b), 5.03, 5.05(a), 5.05(b), 

    5.06(a), 5.06(b), 5.06(c), 5.06(d) and 5.08 thereof), (y) Article 

    IX of the Aircraft Security Agreement or (z) the SGR Security 

    Agreement (other than Section 12 thereof) if such failure shall 

    remain unremedied for 30 days after the earlier of the date on 

    which (i) any Responsible Officer of the Borrower becomes aware 

    of such failure or (ii) written notice thereof shall have been 

    given to the Borrower by the Agent or any Lender; provided that 

    if such failure is capable of being remedied, no such failure 

    shall constitute an Event of Default hereunder for a period of 90 

    days after the earlier of any Responsible Officer becoming aware 

    of any such failure or such written notice so long as the 

    Borrower is diligently proceeding to remedy such failure; 

 

 

then,  and in any such event, the Agent (i) shall at the request, 

or  may  with the consent, of the Required Lenders, by notice  to 

the Borrower, terminate the Commitments, whereupon the same shall 

forthwith terminate, and (ii) shall at the request, or  may  with 

the  consent, of the Required Lenders, by notice to the Borrower, 

declare  the Advances, all interest thereon and all other amounts 

payable under this Agreement and the other Financing Documents to 

be  forthwith due and payable, whereupon the Advances,  all  such 

interest  and all such amounts shall become and be forthwith  due 

and  payable,  without presentment, demand,  protest  or  further 

notice  of any kind, all of which are hereby expressly waived  by 

the  Borrower; provided, however, that, in the event of an actual 

or  deemed  entry  of  an order for relief with  respect  to  the 

Borrower  under the Federal Bankruptcy Code, (A) the  Commitments 

shall automatically be terminated and (B) the Advances, all  such 

interest and all such amounts shall automatically become  and  be 

due  and  payable, without presentment, demand,  protest  or  any 

notice  of any kind, all of which are hereby expressly waived  by 

the Borrower. 
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                           ARTICLE VII 

 

                         PARENT GUARANTY 

 

         SECTION 7.01. Guaranty.  (a)  The  Parent  Guarantor 

hereby  absolutely, unconditionally  and irrevocably guarantees the 

punctual  payment when  due,  whether at scheduled maturity or on 

any  date  of  a required  prepayment or by acceleration, demand or 

otherwise,  of all  Obligations of the Borrower now or hereafter 

existing  under or  in  respect  of  the Financing Documents (including, 

without limitation,   any   extensions,   modifications,   substitutions, 

amendments   or   renewals  of  any  or  all  of  the   foregoing 

Obligations), whether direct or indirect, absolute or contingent, 

and  whether  for principal, interest, premiums,  if  any,  fees, 

indemnities,  contract  causes  of  action,  costs,  expenses  or 

otherwise  (such Obligations being the "Guaranteed Obligations"), 

and  agrees  to  pay  any  an 

d all expenses  (including,  without 

limitation, reasonable fees and expenses of counsel) incurred  by 

the  Agent  or  any other Secured Party in enforcing  any  rights 

under  this  Parent  Guaranty or any  other  Financing  Document. 

Without  limiting  the  generality of the foregoing,  the  Parent 

Guarantor's liability shall extend to all amounts that constitute 



part  of  the  Guaranteed Obligations and would be  owed  by  the 

Borrower  to  any  Secured  Party under  or  in  respect  of  the 

Financing  Documents but for the fact that they are unenforceable 

or   not   allowable  due  to  the  existence  of  a  bankruptcy, 

reorganization or similar proceeding involving the Borrower. 

 

         (b)  The Parent Guarantor hereby unconditionally and irrevocably 

agrees that in the event any payment shall be required to be made 

to  any  Secured Party under this Parent Guaranty  or  any  other 

guaranty,  the Parent Guarantor will contribute, to  the  maximum 

extent permitted by law, such amounts to each other guarantor  so 

as  to  maximize the aggregate amount paid to the Secured Parties 

under or in respect of the Financing Documents. 

 

         SECTION 7.02. Guaranty Absolute. The Parent Guarantor 

guarantees that the Guaranteed Obligations will be paid strictly 

in accordance with the terms of the  Financing  Documents, regardless 

of any law,  regulation  or order  now  or hereafter in effect in any 

jurisdiction  affecting any of such terms or the rights of any Secured 

Party with respect thereto.   The Obligations of the Parent Guarantor 

under  or  in respect of this Parent Guaranty are independent of the 

Guaranteed Obligations or any other Obligations of the Borrower under 

or  in respect  of  the  Financing Documents, and a separate  action 

or actions  may  be  brought  and  prosecuted  against  the   Parent 

Guarantor  to  enforce  this  Parent  Guaranty,  irrespective  of 

whether  any action is brought against the Borrower or any  other 

Loan  Party or whether the Borrower is joined in any such  action 

or  actions.   The liability of the Parent Guarantor  under  this 

Parent  Guaranty shall be irrevocable, absolute and unconditional 

irrespective of, and, to the extent permitted by law, the  Parent 

Guarantor hereby irrevocably waives any defenses it may now  have 

or  hereafter acquire in any way relating to, any or all  of  the 

following: 

 

         (a)  any lack of validity or enforceability of any Financing 

     Document or any agreement or instrument relating thereto; 

 

         (b)  any change in the time, manner or place of payment of, or in 

     any other term of, all or any of the Guaranteed Obligations or 

     any other Obligations of the Borrower under or in respect of the 

     Financing Documents, or any other amendment or waiver of or any 
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     consent to departure from any Financing Document, including, 

     without limitation, any increase in the Guaranteed Obligations 

     resulting from the extension of additional credit to the Borrower 

     or any of its Subsidiaries or otherwise; 

 

         (c)  any taking, exchange, release or non-perfection of any 

     Collateral or any other collateral, or any taking, release or 

     amendment or waiver of, or consent to departure from, any other 

     guaranty, for all or any of the Guaranteed Obligations; 

 

         (d)  any manner of application of Collateral or any other 

     collateral, or proceeds thereof, to all or any of the Guaranteed 

     Obligations, or any manner of sale or other disposition of any 

     Collateral or any other collateral for all or any of the 

     Guaranteed Obligations or any other Obligations of the Borrower 

     under the Financing Documents or any other assets of the Borrower 

     or any of its Subsidiaries; 

 

         (e)  any change, restructuring or termination of the corporate 

     structure or existence of the Borrower or any of its 

     Subsidiaries; 

 

         (f)  any failure of any Secured Party to disclose to any Loan 

     Party any information relating to the business, condition 

     (financial or otherwise), operations, performance, properties or 

     prospects of any other Loan Party now or hereafter known to such 

     Secured Party (the Parent Guarantor waiving any duty on the part 

     of the Secured Parties to disclose such information); 

 

         (g)  the failure of any other Person to execute or deliver any 

     other guaranty or agreement or the release or reduction of 

     liability of any other guarantor or surety with respect to the 

     Guaranteed Obligations; or 

 

         (h)  any other circumstance (including, without limitation, any 

     statute of limitations) or any existence of or reliance on any 

     representation by any Secured Party that might otherwise 



     constitute a defense available to, or a discharge of, any Loan 

     Party or any other guarantor or surety, except to the extent the 

     Guaranteed Obligations and all other amounts payable under this 

     Parent Guaranty shall have been paid in full in cash. 

 

This  Parent  Guaranty  shall continue  to  be  effective  or  be 

reinstated, as the case may be, if at any time any payment of any 

of  the Guaranteed Obligations is rescinded or must otherwise  be 

returned  by  any  Secured Party or any  other  Person  upon  the 

insolvency, bankruptcy or reorganization of the Borrower  or  any 

other Loan Party or otherwise, all as though such payment had not 

been made. 

 

 

         SECTION 7.03. Waivers and Acknowledgments.  (a)  The Parent 

Guarantor hereby unconditionally and irrevocably  waives promptness, 

diligence, notice of  acceptance, presentment,  demand for performance, 

notice  of  nonperformance, default,  acceleration, protest or dishonor 

and any other  notice with respect to any of the Guaranteed Obligations 

and this Parent Guaranty  and  any  requirement that any Secured  Party 

protect, secure,  perfect  or  insure any Lien  or  any  property  subject 

thereto or exhaust any right or take any action against any  Loan 

Party or any other Person or any Collateral. 
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         (b)  The Parent Guarantor hereby unconditionally and irrevocably 

waives  any right to revoke this Parent Guaranty and acknowledges 

that this Parent Guaranty is continuing in nature and applies  to 

all  Guaranteed  Obligations, whether  existing  now  or  in  the 

future. 

 

         (c)  The Parent Guarantor hereby unconditionally and irrevocably 

waives (i) any defense arising by reason of any claim or defense 

based upon an election of remedies by any Secured Party that in 

any manner impairs, reduces, releases or otherwise adversely 

affects the subrogation, reimbursement, exoneration, contribution 

or indemnification rights of the Parent Guarantor or other rights 

of the Parent Guarantor to proceed against the Borrower, any 

other guarantor or any other Person or any Collateral and (ii) 

any defense based on any right of set-off or counterclaim against 

or in respect of the Obligations of the Parent Guarantor 

hereunder. 

 

         (d)  The Parent Guarantor acknowledges that the Agent may, 

without notice to or demand upon the Parent Guarantor and without 

affecting the liability of the Parent Guarantor under this Parent 

Guaranty, foreclose under any mortgage by nonjudicial sale, and 

the Parent Guarantor hereby waives any defense to the recovery by 

the Agent and the other Secured Parties against the Parent 

Guarantor of any deficiency after such nonjudicial sale and any 

defense or benefits that may be afforded by applicable law. 

 

         (e)  The Parent Guarantor hereby unconditionally and irrevocably 

waives any duty on the part of any Secured Party to disclose to 

the Parent Guarantor any matter, fact or thing relating to the 

business, condition (financial or otherwise), operations, 

performance, properties or prospects of any other Loan Party or 

any of its Subsidiaries now or hereafter known by such Secured 

Party. 

 

         (f)  The Parent Guarantor acknowledges that it will receive 

substantial direct and indirect benefits from the financing 

arrangements contemplated by the Financing Documents and that the 

waivers set forth in Section 7.02 and this Section 7.03 are 

knowingly made in contemplation of such benefits. 

 

 

         SECTION 7.04. Subrogation. The  Parent  Guarantor hereby 

unconditionally  and irrevocably  agrees not to exercise any rights 

that  it  may  now have  or  hereafter  acquire against the Borrower 

or  any  other insider   guarantor  that  arise  from  the  existence, 

payment, performance  or enforcement of the Parent Guarantor's Obligations 

under  or  in  respect  of  this Parent  Guaranty  or  any  other 

Financing Document, including, without limitation, any  right  of 

subrogation,   reimbursement,   exoneration,   contribution    or 

indemnification  and any right to participate  in  any  claim  or 

remedy  of  any Secured Party against the Borrower or  any  other 

insider  guarantor or any Collateral, whether or not such  claim, 

remedy  or  right arises in equity or under contract, statute  or 



common  law, including, without limitation, the right to take  or 

receive  from  the  Borrower  or  any  other  insider  guarantor, 

directly  or indirectly, in cash or other property or by  set-off 

or  in  any other manner, payment or security on account of  such 

claim,  remedy  or right, unless and until all of the  Guaranteed 

Obligations  and  all  other amounts payable  under  this  Parent 

Guaranty shall have been paid in full in cash and the Commitments 

shall  have expired or been terminated.  If any amount  shall  be 

paid  to  the  Parent Guarantor in violation of  the  immediately 

preceding  sentence at any time prior to the  later  of  (a)  the 

payment  in  full in cash of the Guaranteed Obligations  and  all 

other  amounts  payable under this Parent Guaranty  and  (b)  the 

Termination Date, such amount shall be received and held in trust 

for  the benefit of the Secured Parties, shall be segregated from 
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other  property  and  funds  of the Parent  Guarantor  and  shall 

forthwith be paid or delivered to the Agent in the same  form  as 

so  received (with any necessary endorsement or assignment) to be 

credited and applied to the Guaranteed Obligations and all  other 

amounts  payable under this Parent Guaranty, whether  matured  or 

unmatured,  in  accordance  with  the  terms  of  the   Financing 

Documents,  or  to  be  held  as Collateral  for  any  Guaranteed 

Obligations  or other amounts payable under this Parent  Guaranty 

thereafter  arising.   If  (i) the Parent  Guarantor  shall  make 

payment to any Secured Party of all or any part of the Guaranteed 

Obligations, (ii) all of the Guaranteed Obligations and all other 

amounts  payable under this Parent Guaranty shall have been  paid 

in  full  in  cash  and  (iii) the Termination  Date  shall  have 

occurred,  the  Secured Parties will, at the  Parent  Guarantor's 

request  and expense, execute and deliver to the Parent Guarantor 

appropriate    documents,   without    recourse    and    without 

representation or warranty, necessary to evidence the transfer by 

subrogation  to  the  Parent Guarantor  of  an  interest  in  the 

Guaranteed  Obligations resulting from such payment made  by  the 

Parent Guarantor pursuant to this Parent Guaranty. 

 

         SECTION 7.05. Continuing Guaranty; Assignments. 

This  Parent Guaranty is a continuing guaranty  and 

shall (a) remain in full force and effect until the latest of (i) 

the payment in full in cash of the Guaranteed Obligations and all 

other  amounts payable under this Parent Guaranty  and  (ii)  the 

Termination  Date, (b) be binding upon the Parent Guarantor,  its 

successors  and assigns and (c) inure to the benefit  of  and  be 

enforceable   by  the  Secured  Parties  and  their   successors, 

transferees  and  assigns.  Without limiting  the  generality  of 

clause  (c)  of the immediately preceding sentence,  any  Secured 

Party may assign or otherwise transfer all or any portion of  its 

rights  and obligations under this Agreement (including,  without 

limitation,  all or any portion of its Commitments, the  Advances 

owing to it and the Note or Notes held by it) to any other Person 

as  permitted  pursuant to Section 9.07, and  such  other  Person 

shall  thereupon become vested with all the benefits  in  respect 

thereof  granted  to such Secured Party herein or  otherwise,  in 

each  case  as and to the extent provided in Section  9.07.   The 

Parent  Guarantor shall not have the right to assign  its  rights 

hereunder  or  any  interest  herein without  the  prior  written 

consent of the Secured Parties. 

 

                          ARTICLE VIII 

 

                            THE AGENT 

 

         SECTION 8.01. Authorization and Action.(a)  Each Lender 

hereby appoints and authorizes the Agent  to take such action as 

agent on its behalf and to exercise such  powers  and discretion 

under this Agreement and  the  other Financing  Documents as are 

delegated to the Agent by  the  termshereof,  together  with  such 

powers  and  discretion   as   are reasonably  incidental thereto. 

As to any matters not  expressly provided for by the Financing Documents, 

the Agent shall  not  be required to exercise any discretion or take 

any action, but shall be  required to act or to refrain from acting 

(and shall be fully protected  in  so  acting or refraining  from  acting) 

upon  the instructions of the Required Lenders, and such instructions shall 

be  binding upon all Lenders; provided, however, that  the  Agent 

shall  not be required to take any action that exposes the  Agent 

to  personal  liability or that is contrary to this Agreement  or 

applicable  law.  The Agent agrees to give to each Lender  prompt 

notice of each notice given to it by the Borrower pursuant to the 

terms of this Agreement. 
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         (b)  In furtherance of the foregoing, each Lender hereby appoints 

and  authorizes the Agent to act as the agent of such Lender  for 

purposes of acquiring, holding and enforcing any and all Liens on 

Collateral  granted by any of the Loan Parties to secure  any  of 

the Secured Obligations, together with such powers and discretion 

as  are  reasonably incidental thereto.  In this connection,  the 

Agent  (and  any  Supplemental  Agents  appointed  by  the  Agent 

pursuant  to Section 8.01(c) for purposes of holding or enforcing 

any Lien on the Collateral (or any portion thereof) granted under 

the  Collateral  Documents,  or  for  exercising  any  rights  or 

remedies  thereunder  at the direction of the  Agent),  shall  be 

entitled to the benefits of this Article VIII (including, without 

limitation, Section 8.05 as though such Supplemental Agents  were 

an "Agent" under the Financing Documents) as if set forth in full 

herein with respect thereto. 

 

         (c)  The Agent may execute any of its duties under this Agreement 

or any other Financing Document (including for purposes of 

holding or enforcing any Lien on the Collateral (or any portion 

thereof) granted under the Collateral Documents or of exercising 

any rights and remedies thereunder at the direction of the Agent) 

by or through agents, employees or attorneys-in-fact and shall be 

entitled to advice of counsel and other consultants or experts 

concerning all matters pertaining to such duties.  The Agent may 

also from time to time, when the Agent deems it to be necessary 

or desirable, appoint one or more trustees, co-trustees, 

collateral co-agents, collateral subagents or attorneys-in-fact 

(each, a "Supplemental Agent") with respect to all or any part of 

the Collateral; provided, however, that no such Supplemental 

Agent shall be authorized to take any action with respect to any 

Collateral unless and except to the extent expressly authorized 

in writing by the Agent.  Should any instrument in writing from 

the Borrower or any other Loan Party be required by any 

Supplemental Agent so appointed by the Agent to more fully or 

certainly vest in and confirm to such Supplemental Agent such 

rights, powers, privileges and duties, the Borrower shall, or 

shall cause such Loan Party to, execute, acknowledge and deliver 

any and all such instruments promptly upon request by the Agent. 

If any Supplemental Agent, or successor thereto, shall die, 

become incapable of acting, resign or be removed, all rights, 

powers, privileges and duties of such Supplemental Agent, to the 

extent permitted by law, shall automatically vest in and be 

exercised by the Agent until the appointment of a new 

Supplemental Agent.  The Agent shall not be responsible for the 

negligence or misconduct of any agent, attorney-in-fact or 

Supplemental Agent that it selects in accordance with the 

foregoing provisions of this Section 8.01(c) in the absence of 

the Agen's gross negligence or willful misconduct. 

 

 

         SECTION 8.02. Agent's Reliance, Etc. Neither the Agent 

nor any of its directors, officers, agents  or  employees  shall be 

liable for any  action  taken  or omitted to be taken by it or them 

under or in connection with the Financing Documents, except for its or 

their own gross negligence or  willful misconduct.  Without limitation 

of the generality  ofthe foregoing, the Agent: (i) may treat the payee 

of any Note as the  holder  thereof until, in the case of the Agent, 

the  Agent receives and accepts an Assignment and Acceptance entered 

into by the Lender that is the payee of such Note, as an assignor, and 

an Eligible  Assignee,  as  assignee; (ii) may  consult  with  legal 

counsel  (including  counsel  for any  Loan  Party),  independent 

public accountants and other experts selected by it and shall not 

be  liable  for any action taken or omitted to be taken  in  good 

faith  by  it  in  accordance with the advice  of  such  counsel, 

accountants or experts; (iii) makes no warranty or representation 

to  any Lender and shall not be responsible to any Lender for any 

statements,  warranties or representations  (whether  written  or 
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oral) made in or in connection with the Financing Documents; (iv) 

shall  not  have any duty to ascertain or to inquire  as  to  the 

performance,  observance or satisfaction of  any  of  the  terms, 

covenants or conditions of any Financing Document on the part  of 

any  Loan Party or the existence at any time of any Default under 

the Financing Documents or to inspect the property (including the 

books  and  records)  of  any  Loan  Party;  (v)  shall  not   be 



responsible  to  any  Lender  for the  due  execution,  legality, 

validity,  enforceability, genuineness, sufficiency or value  of, 

or  the  perfection or priority of any lien or security  interest 

created  or purported to be created under or in connection  with, 

any  Financing  Document  or  any other  instrument  or  document 

furnished  pursuant  hereto; and (vi) shall  incur  no  liability 

under or in respect of any Financing Document by acting upon  any 

notice,  consent,  certificate or  other  instrument  or  writing 

(which may be by telecopier, telegram or telex) believed by it to 

be genuine and signed or sent by the proper party or parties. 

 

         SECTION 8.03. CUSA and Affiliates.   With respect to its 

Commitments, the Advances  made by  it  and the Notes issued to it, 

CUSA and its Affiliates shall have the same rights and powers under 

the Financing Documents  as any  other Lender and may exercise the 

same as though it were not an  Agent;  and  the  term  "Lender" or 

"Lenders"  shall,  unlessotherwise  expressly indicated, include CUSA 

in  its  individual capacity.  CUSA and its respective affiliates may 

accept deposits from,  lend money to, act as trustee under indentures 

of,  accept investment banking engagements from and generally engage 

in  any kind  of  business with, any Loan Party, any of its  Subsidiaries 

and any Person that may do business with or own securities of any 

Loan  Party  or any such Subsidiary, all as if CUSA were  not  an 

Agent  and  without any duty to account therefor to the  Lenders. 

The  Agent  shall  not have any duty to disclose any  information 

obtained  or received by it or any of its Affiliates relating  to 

any  Loan  Party  or any of its Subsidiaries to the  extent  such 

information was obtained or recorded in any capacity  other  than 

as Agent. 

 

         SECTION 8.04. Lender Credit Decision. Each Lender acknowledges 

that it has, independently and without reliance upon the Agent or any 

other Lender and based on  the financial statements referred to in 

Section 4.01 or  4.02 and  such  other  documents  and information 

as  it  has  deemed appropriate, made its own credit analysis and decision 

to  enter into this Agreement.  Each Lender also acknowledges that it will, 

independently and without reliance upon the Agent  or  any  other 

Lender  and based on such documents and information as  it  shall 

deem  appropriate at the time, continue to make  its  own  credit 

decisions in taking or not taking action under this Agreement. 

 

         SECTION 8.05. Indemnification. (a)  Each Lender severally 

agrees to indemnify  the Agent  (to the extent not reimbursed by the 

Borrower),  from  and against  such  Lender's  ratable share  (determined 

as  provided below)  of any and all liabilities, obligations, losses, 

damages, penalties,   actions,  judgments,  suits,  costs,   expenses 

or disbursements  of  any  kind or nature  whatsoever  that  may  be 

imposed on, incurred by, or asserted against the Agent in any way 

relating  to  or  arising out of the Financing Documents  or  any 

action  taken  or  omitted  by  the  Agent  under  the  Financing 

Documents (collectively, the "Indemnified Costs"); provided  that 

no  Lender  shall  be liable for any portion of  the  Indemnified 

Costs  resulting  from  the Agent's gross negligence  or  willful 

misconduct  as  found in a final, non-appealable  judgment  by  a 

court  of  competent  jurisdiction.  Without  limitation  of  the 

foregoing,  each  Lender agrees to reimburse the  Agent  promptly 

upon  demand  for  its ratable share of any  costs  and  expenses 

(including,  without  limitation, fees and expenses  of  counsel) 

incurred  by  the  Agent  in  connection  with  the  preparation, 

execution,  delivery, administration, modification, amendment  or 
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enforcement  (whether through negotiations, legal proceedings  or 

otherwise)  of,  or  legal  advice  in  respect  of   rights   or 

responsibilities under, this Agreement, to the  extent  that  the 

Agent  is  not reimbursed for such expenses by the Borrower.   In 

the  case  of any investigation, litigation or proceeding  giving 

rise  to any Indemnified Costs, this Section 8.05 applies whether 

any  such  investigation, litigation or proceeding is brought  by 

the Agent, any Lender or any other Person. 

 

         (b)  For purposes of this Section 8.05, the Lenders' respective 

ratable  shares of any amount shall be determined, at  any  time, 

according to the sum of (i) the aggregate principal amount of the 

Advances  outstanding at such time and owing  to  the  respective 

Lenders  and  (ii)  their respective unused  Revolving  Credit  1 

Commitments at such time.  The failure of any Lender to reimburse 

the  Agent  promptly  upon demand for its ratable  share  of  any 

amount  required  to  be paid by the Lenders  to  the  Agent,  as 

provided  herein  shall  not relieve  any  other  Lender  of  its 



obligation hereunder to reimburse the Agent for its ratable share 

of  such  amount,  but  no Lender shall be  responsible  for  the 

failure of any other Lender to reimburse the Agent for such other 

Lender's ratable share of such amount.  Without prejudice to  the 

survival  of  any  other agreement of any Lender  hereunder,  the 

agreement  and  obligations  of each  Lender  contained  in  this 

Section  8.05  shall  survive the payment in full  of  principal, 

interest  and all other amounts payable hereunder and  under  the 

other Financing Documents. 

 

         SECTION 8.06. Successor Agent. The  Agent may resign at 

any time by giving written notice thereof to the Lenders and the 

Borrower and may be removed at  any time with or without cause by 

the Required Lenders.  Upon any  such resignation or removal, the 

Required Lenders shall have the  right  to  appoint  a  successor Agent, 

which  shall  be  a commercial  bank  organized or licensed under 

the  laws  of  the United  States of America or of any State thereof 

and  having  a combined capital and surplus of at least $1,000,000,000. 

If  no successor  Agent  shall have been so appointed  by  the 

Required Lenders, and shall have accepted such appointment, within 

30 days after the retiring Agent's giving of notice of resignation or 

the Required  Lenders'  removal  of  the  retiring  Agent,  then  the 

retiring Agent may, on behalf of the Lenders, appoint a successor 

Agent,  which  shall be a commercial bank organized  or  licensed 

under  the  laws of the United States of America or of any  State 

thereof  and  having a combined capital and surplus of  at  least 

$1,000,000,000.  Upon the acceptance of any appointment as  Agent 

hereunder  by  a  successor  Agent, such  successor  Agent  shall 

thereupon  succeed  to  and become vested with  all  the  rights, 

powers, discretion, privileges and duties of the retiring  Agent, 

and  the  retiring Agent shall be discharged from its duties  and 

obligations  under  this Agreement.  After any  retiring  Agent's 

resignation or removal hereunder as Agent, the provisions of this 

Article  VIII shall inure to its benefit as to any actions  taken 

or  omitted  to  be  taken by it while it was  Agent  under  this 

Agreement.   If within 45 days after written notice is  given  of 

the  retiring  Agent's resignation or removal under this  Section 

8.06  no successor Agent shall have been appointed and shall have 

accepted such appointment, then on such 45th day (a) the retiring 

Agent's  resignation or removal shall become effective,  (b)  the 

retiring Agent shall thereupon be discharged from its duties  and 

obligations  under the Financing Documents and (c)  the  Required 

Lenders shall thereafter perform all duties of the retiring Agent 

under  the  Financing Documents until such time, if any,  as  the 

Required Lenders appoint a successor Agent as provided above. 
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                           ARTICLE IX 

 

                          MISCELLANEOUS 

 

         SECTION 9.01. Amendments, Etc. No  amendment  or  waiver 

of any provision  of  this Agreement or the Notes, nor consent to 

any departure by any  Loan Party therefrom, shall in any event be 

effective unless the  same shall be in writing and signed (or, in the 

case of the Collateral Documents, consented to) by the Required Lenders, 

and  then  such waiver  or  consent  shall  be effective  only  in  the 

specific instance  and for the specific purpose for which given; provided, 

however,  that (a) no amendment, waiver or consent shall,  unless 

in  writing and signed by all the Lenders (other than any  Lender 

that  is,  at  such time, a Defaulting Lender),  do  any  of  the 

following at any time:  (i) waive any of the conditions specified 

in  Section  3.01,  or, in the case of the Initial  Extension  of 

Credit,  Section 3.02, (ii) change the number of Lenders  or  the 

percentage  of  (x) the Commitments or (y) the  aggregate  unpaid 

principal  amount of the Advances that, in each  case,  shall  be 

required  for  the  Lenders or any of them  to  take  any  action 

hereunder,  (iii) reduce or limit the obligations of  the  Parent 

Guarantor  under  Section  7.01  hereof  or  release  the  Parent 

Guarantor  or  otherwise limit the Parent  Guarantor's  liability 

with  respect  to  the Obligations owing to  the  Agent  and  the 

Lenders,  (iv) release all or substantially all of the Collateral 

in  any  transaction or series of related transactions or  permit 

the creation, incurrence, assumption or existence of any Lien  on 

all or substantially all of the Collateral in any transaction  or 

series  of  related transactions to secure any Obligations  other 

than Obligations owing to the Secured Parties under the Financing 



Documents, or (v) amend Section 2.13 or this Section 9.01, (b) no 

amendment, waiver or consent shall, unless in writing and  signed 

by  all  Lenders (other than any Lender that is, at such time,  a 

Defaulting  Lender),  (i)  amend the  definitions  of  "Aggregate 

Collateral  Value",  "Aircraft Value", "Cash  Collateral  Value", 

"Aircraft",  "Eligible Aircraft", "Eligible Cash  Collateral"  or 

"Required  Collateral Amount" and (ii) amend Section  5.01(m)  or 

Section  5.01(n), and (c) no amendment, waiver or consent  shall, 

unless  in  writing and signed by the Required Lenders  and  each 

Lender (other than any Lender that is, at such time, a Defaulting 

Lender) that has a Commitment under, or is owed any amounts under 

or  in  respect  of,  the Term Facility or the  Revolving  Credit 

Facility  if such Lender is directly affected by such  amendment, 

waiver  or consent, (i) increase the Commitments of such  Lender, 

(ii)  reduce the principal of, or interest on, the Advances  held 

by  such Lender or any fees or other amounts payable hereunder to 

such  Lender,  (iii) postpone any date fixed for any  payment  of 

principal of, or interest on, the Advances held by such Lender or 

any  fees  or other amounts payable hereunder to such  Lender  or 

(iv) postpone any date fixed for the reduction of the Commitments 

of  any  Lender;  provided further that no amendment,  waiver  or 

consent  shall,  unless in writing and signed  by  the  Agent  in 

addition  to  the  Lenders required above to  take  such  action, 

affect the rights or duties of the Agent under this Agreement  or 

the other Financing Documents. 

 

         SECTION 9.02. Notices, Etc.(a) All notices and other 

communications provided for hereunder  shall be either (x) in writing 

(including  telecopier, telegraphic  or  telex  communication) 

and  mailed,  telecopied, telegraphed, telexed or delivered or (y) 

as and to the extent set forth  in  Section  9.02(b) and in the proviso 

to  this  Section9.02(a),  if to the Borrower, at its address at 4333 

Amon  Carter Boulevard, Fort Worth, Texas 76155, Attention:  Vice 

President  - Corporate  Development and Treasurer (telecopy: 

(817)967-4318); if  to  the Parent Guarantor, at its address at 

4333 Amon  Carter Boulevard,  Fort  Worth, Texas 76155, Attention: 

 

                             77 

 

Chief  Financial Officer (telecopy: (817) 967-4318); if to any Initial 

Lender,  at its  Domestic  Lending  Office specified  opposite  its 

name  on Schedule  I  hereto;  if  to any other Lender,  at  its 

Domestic Lending   Office  specified  in  the  Assignment  and 

Acceptance pursuant to which it became a Lender; and if to the Agent, 

at its address at Two Penns Way, Suite 110, New Castle, Delaware 

19720, Attention:  Bank  Loan  Syndications Department,  Elizabeth  Wier 

(telecopy:   (212) 994-0961); or, as to the Borrower, the  Parent 

Guarantor  or  the  Agent,  at such other  address  as  shall  be 

designated by such party in a written notice to the other parties 

and,  as  to each other party, at such other address as shall  be 

designated by such party in a written notice to the Borrower  and 

the  Agent,  provided  that materials required  to  be  delivered 

pursuant to Section 5.01(a)(i), (ii), (iv), (v) and (xi) shall be 

delivered  to  the Agent as specified in Section  9.02(b)  or  as 

otherwise  specified to the Borrower or the Parent  Guarantor  by 

the  Agent.   All  such  notices and communications  shall,  when 

mailed,  telecopied, telegraphed or e-mailed, be  effective  when 

deposited  in  the mails, telecopied, delivered to the  telegraph 

company or confirmed by e-mail, respectively, except that notices 

and  communications to the Agent pursuant to Article II,  III  or 

VIII  shall  not  be  effective  until  received  by  the  Agent. 

Delivery  by  telecopier  of  an  executed  counterpart  of   any 

amendment  or  waiver of any provision of this Agreement  or  the 

Notes  or  of  any  Exhibit hereto to be executed  and  delivered 

hereunder  shall be effective as delivery of a manually  executed 

counterpart thereof. 

 

         (b)  Each of the Borrower and the Parent Guarantor hereby agrees 

that it will provide to the Agent all information, documents and 

other materials that it is obligated to furnish to the Agent 

pursuant to the Financing Documents, including, without 

limitation, all notices, requests, financial statements, 

financial and other reports, certificates and other information 

materials, but excluding any such communication that (i) relates 

to a request for a new, or a Conversion of an existing Borrowing 

or other extension of credit (including any election of an 

interest rate or interest period relating thereto), (ii) relates 

to the payment of any principal or other amount due under the 

Financing Documents prior to the scheduled date therefor, 

(iii) provides notice of any Default or Event of Default under 

the Financing Documents or (iv) is required to be delivered to 



satisfy any condition precedent to the effectiveness of the 

Financing Documents and/or any Borrowing or other extension of 

credit thereunder (all such non-excluded communications being 

referred to herein collectively as "Communications"), by 

transmitting the Communications in an electronic/soft medium in a 

format reasonably acceptable to the Agent to 

oploanswebadmin@citigroup.com.  In addition, the Borrower and the 

Parent Guarantor agree to continue to provide the Communications 

to the Agent in the manner specified in the Financing Documents 

but only to the extent reasonably requested by the Agent. 

 

         (c)  The Borrower and the Parent Guarantor further agree that the 

Agent may make the Communications available to the Lenders by 

posting the Communications on Intralinks or a substantially 

similar electronic transmission systems (the "Platform"). 

 

         (d)  THE PLATFORM IS PROVIDED "AS IS" AND "AS AVAILABLE".  THE 

AGENT PARTIES (AS DEFINED BELOW) DO NOT WARRANT THE ACCURACY OR 

COMPLETENESS OF THE COMMUNICATIONS, OR THE ADEQUACY OF THE 

PLATFORM AND EXPRESSLY DISCLAIM LIABILITY FOR ERRORS OR OMISSIONS 

IN THE COMMUNICATIONS.  NO WARRANTY OF ANY KIND, EXPRESS, IMPLIED 

OR STATUTORY, INCLUDING, WITHOUT LIMITATION, ANY WARRANTY OF 

MERCHANTABILITY, FITNESS FOR A PARTICULAR PURPOSE, 

NON-INFRINGEMENT OF THIRD PARTY RIGHTS OR FREEDOM FROM VIRUSES OR 
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OTHER CODE DEFECTS, IS MADE BY THE AGENT PARTIES IN CONNECTION 

WITH THE COMMUNICATIONS OR THE PLATFORM.  IN NO EVENT SHALL THE 

AGENT OR ANY OF ITS AFFILIATES OR ANY OF THEIR RESPECTIVE 

OFFICERS, DIRECTORS, EMPLOYEES, AGENTS, ADVISORS OR 

REPRESENTATIVES (COLLECTIVELY, "AGENT PARTIES") HAVE ANY 

LIABILITY TO THE BORROWER, THE PARENT GUARANTOR ANY LENDER OR ANY 

OTHER PERSON OR ENTITY FOR DAMAGES OF ANY KIND, INCLUDING, 

WITHOUT LIMITATION, DIRECT OR INDIRECT, SPECIAL, INCIDENTAL OR 

CONSEQUENTIAL DAMAGES, LOSSES OR EXPENSES (WHETHER IN TORT, 

CONTRACT OR OTHERWISE) ARISING OUT OF THE BORROWER'S, THE PARENT 

GUARANTOR'S OR THE AGENT'S TRANSMISSION OF COMMUNICATIONS THROUGH 

THE INTERNET, EXCEPT TO THE EXTENT THE LIABILITY OF ANY AGENT 

PARTY IS FOUND BY A COURT OF COMPETENT JURISDICTION TO HAVE 

RESULTED PRIMARILY FROM SUCH AGENT PARTY'S GROSS NEGLIGENCE OR 

WILLFUL MISCONDUCT. 

 

         (e) The Agent agrees that the receipt of the Communications by 

the Agent at its e-mail address set forth above shall constitute 

effective delivery of the Communications to the Agent for 

purposes of the Financing Documents.  Each Lender agrees that 

notice to it (as provided in the next sentence) specifying that 

the Communications have been posted to the Platform shall 

constitute effective delivery of the Communications to such 

Lender for purposes of the Financing Documents.  Each Lender 

agrees (i) to notify the Agent in writing (including by 

electronic communication) from time to time of such Lender's 

e-mail address to which the foregoing notice may be sent by 

electronic transmission and (ii) that the foregoing notice may be 

sent to such e-mail address. 

 

         (f)  Nothing herein shall prejudice the right of the Agent or any 

Lender to give any notice or other communication pursuant to any 

Financing Document in any other manner specified in such 

Financing Document. 

 

 

         SECTION 9.03. No Waiver; Remedies.  No failure on the 

part of any Lender or the Agent to exercise,  and  no  delay in 

exercising, any right  hereunder  or under  any Note shall operate 

as a waiver thereof; nor shall  any single  or partial exercise of 

any such right preclude any  other or  further exercise thereof or 

the exercise of any other  right. The remedies herein provided are 

cumulative and not exclusive  of any remedies provided by law. 

 

         SECTION 9.04. Costs and Expenses.   (a)   The  Borrower 

agrees to  pay  on  demand  all reasonable costs and expenses of the 

Agent in connection with the preparation,  execution, delivery, 

modification and amendment  of the  Financing Documents and the other 

documents to be  delivered hereunder,  including, without limitation, 

(A) all due diligence, collateral  review, syndication (including 

printing, distribution and   bank   meetings),  transportation, 

computer,  duplication,appraisal,  insurance obtained by any Lender in 

accordance  with the Collateral Documents, consultant search, filing and 

recording fees, and audit expenses and (B) the reasonable fees and 



expenses of counsel for the Agent with respect thereto and with respect 

to advising  the  Agent as to its rights and responsibilities  under 

the  Financing Documents, with respect to negotiations  with  any 

Loan  Party or with other creditors of any Loan Party or  any  of 

its  Subsidiaries  arising out of any Event  of  Default  or  any 

Default  that  is  not reasonably likely to be cured  within  the 
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applicable grace period and with respect to presenting claims  in 

or  otherwise  participating in or monitoring any  bankruptcy  or 

insolvency  relating  to any Loan Party or any  of  its  Material 

Subsidiaries  as a debtor (or other similar proceeding  involving 

creditors' rights generally and any proceeding ancillary  thereto 

in respect of any Loan Party or any of its Material Subsidiaries) 

and  (ii) all costs and expenses of the Agent and each Lender  in 

connection  with  the  enforcement of  the  Financing  Documents, 

whether  in  any  action, suit or litigation, or any  bankruptcy, 

insolvency  or  other  similar  proceeding  affecting  creditors' 

rights  generally (including, without limitation, the  reasonable 

fees  and expenses of counsel for the Agent and each Lender  with 

respect thereto) in respect of such Financing Documents. 

 

         (b)  The Borrower agrees to indemnify and hold harmless the 

Agent,  each Lead Arranger, the Syndication Agent and each Lender 

and  each  of  their  Affiliates and their  officers,  directors, 

employees,  agents  and advisors (each, an  "Indemnified  Party") 

from and against any and all claims, damages, losses, liabilities 

and  expenses (including, without limitation, reasonable fees and 

expenses  of  counsel) that may be incurred  by  or  asserted  or 

awarded  against any Indemnified Party, in each case arising  out 

of  or  in  connection  with or by reason of (including,  without 

limitation,  in connection with any investigation, litigation  or 

proceeding  or preparation of a defense in connection  therewith) 

this  Agreement  and the other Financing Documents,  any  of  the 

transactions  contemplated hereby or thereby  or  the  actual  or 

proposed  use of the proceeds of the Advances, or the  actual  or 

alleged  presence of Hazardous Materials on any property  of  the 

Borrower  or  any of its Subsidiaries or the Parent Guarantor  or 

any  Environmental Action relating in any way to the Borrower  or 

any  of  its Subsidiaries or the Parent Guarantor except  to  the 

extent such claim, damage, loss, liability or expense is found by 

a  court  of  competent jurisdiction to have resulted  from  such 

Indemnified  Party's  gross  negligence  or  willful  misconduct; 

provided the Borrower shall have no liability in respect  of  any 

tax  imposed  with respect to this Agreement or  any  transaction 

hereunder  or thereunder except as specifically provided  for  in 

Section  2.12,  and provided further that the indemnity  in  this 

Section  9.04(b)  shall  not cover any claims,  damages,  losses, 

liabilities  and expenses arising primarily out of  the  Aircraft 

Security  Agreement  or relating to the Aircraft,  all  of  which 

shall be covered solely to the extent provided in Section 5.08 of 

the   Aircraft   Security  Agreement.   In   the   case   of   an 

investigation,  litigation  or  other  proceeding  to  which  the 

indemnity  in this Section 9.04(b) applies, such indemnity  shall 

be  effective  whether or not such investigation,  litigation  or 

proceeding  is  brought by any Loan Party, its directors  or  its 

equityholders or creditors, whether or not any Indemnified  Party 

is   a   party  thereto  and  whether  or  not  the  transactions 

contemplated  hereby are consummated.  The  Agent,  each  of  its 

Affiliates  and their officers, directors, employees, agents  and 

advisors  agree  to provide the Borrower with ten Business  Days' 

notice  prior  to the settlement of any claim under this  Section 

9.04(b); and each other Indemnified Party agrees to consult  with 

the  Borrower  prior to the settlement of any  claim  under  this 

Section  9.04(b).   The Borrower also agrees not  to  assert  any 

claim  against  the  Agent,  any Lead Arranger,  the  Syndication 

Agent,  any  Lender, any of their Affiliates,  or  any  of  their 

respective directors, officers, employees, attorneys and  agents, 

on  any theory of liability, for special, indirect, consequential 

or  punitive damages (including, without limitation, any loss  of 

profits,  business  or  anticipated  savings)  relating  to   the 

Facilities,  the  actual or proposed use of the proceeds  of  the 

Advances,  the  Financing Documents or any  of  the  transactions 

contemplated by the Financing Documents. 
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         (c)  If any payment of principal of, or Conversion of, any 

Eurodollar Rate Advance is made by the Borrower to or for the 



account of a Lender other than on the last day of the Interest 

Period for such Advance, as a result of a payment or Conversion 

pursuant to Section 2.05, 2.07 or 2.09, acceleration of the 

Advances pursuant to Section 6.01 or for any other reason or by 

an Eligible Assignee to a Lender other than on the last day of 

the Interest Period for such Advance upon an assignment of rights 

and obligations under this Agreement pursuant to Section 9.07 as 

a result of a demand by the Borrower pursuant to Section 9.07(a), 

the Borrower shall, within 15 days after demand by such Lender, 

reimburse such Lender for any resulting loss or expense incurred 

by it (or by an existing or prospective participant in the 

related Advance), including (without limitation) any loss 

incurred in obtaining, liquidating or employing deposits from 

third parties, but excluding loss of margin for the period after 

any such payment or failure to borrow, provided that such Lender 

shall have delivered to the Borrower a certificate setting forth 

in reasonable detail calculations as to the amount of such loss 

or expense, which certificate shall be conclusive in the absence 

of manifest error. 

 

         (d)  Without prejudice to the survival of any other agreement of 

the Borrower hereunder or under any other Financing Document, the 

agreements and obligations of the Borrower contained in Sections 

2.09, 2.12 and 9.04 shall survive the payment in full of 

principal, interest and all other amounts payable hereunder or 

under any other Financing Document. 

 

         (e)  If any Loan Party fails to pay when due any costs, expenses 

or other amounts payable by it under any Financing Document in 

respect of any Collateral, including, without limitation, fees 

and expenses of counsel and indemnities, such amount may be paid 

on behalf of such Loan Party by the Agent, in its sole 

discretion. 

 

 

         SECTION 9.05. Right of Set-off. Upon  (i) the occurrence 

and during the continuance of any Event of Default and (ii) the making 

of the request or the granting  of  the consent specified by Section 6.01 

to  authorize the  Agent  to  declare  the Notes due and all  interest 

payable pursuant  to the provisions of Section 6.01, the Agent  and  each 

Lender   and  each  of  their  respective  Affiliates  is  hereby 

authorized  at  any time and from time to time,  to  the  fullest 

extent  permitted  by  law, to set off  and  apply  any  and  all 

deposits  (general  or  special, time or demand,  provisional  or 

final) at any time held and other indebtedness at any time  owing 

by  the Agent, such Lender or such Affiliate to or for the credit 

or  the  account  of  the Borrower against any  and  all  of  the 

Obligations of the Borrower now or hereafter existing  under  the 

Financing  Documents,  whether or not the Agent  or  such  Lender 

shall  have made any demand under this Agreement or such Note  or 

Notes and although such Obligations may be unmatured.  The Agent, 

each  Lender  and  each  of  their respective  Affiliates  agrees 

promptly  to  notify  the Borrower after  any  such  set-off  and 

application; provided that the failure to give such notice  shall 

not  affect  the  validity of such set-off and application.   The 

rights  of  the  Agent, each Lender and each of their  respective 

Affiliates under this Section are in addition to other rights and 

remedies (including, without limitation, other rights of set-off) 

that such Lender may have. 

 

         SECTION 9.06. Binding Effect.   This  Agreement shall become 

effective (other  than Section 2.01, which shall only become effective 

upon satisfaction of  the  conditions precedent set forth in Section 3.01) 

when  it shall  have  been executed by the Borrower, the Parent  Guarantor 

and the Agent and when the Agent shall have been notified by each 

Initial  Lender  that  such Initial Lender has  executed  it  and 

thereafter shall be binding upon and inure to the benefit of  the 
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Borrower,  the  Parent Guarantor, the Agent and each  Lender  and 

their  respective successors and permitted assigns, except  that, 

subject to Section 5.02(b), neither the Parent Guarantor nor  the 

Borrower  shall have the right to assign its rights hereunder  or 

any  interest  herein without the prior written  consent  of  the 

Lenders. 

 

         SECTION 9.07. Assignments and Participations.   (a)   Each 

Lender  may and,  if  demanded  by  the Borrower  (following a demand 

by such Lender pursuant to  Section 2.09  or  2.12)  upon at least 5 

Business Days'  notice  to  such Lender and the Agent, will assign to 



one or more Persons all or a portion  of  its  rights  and obligations 

under  this  Agreement (including,  without  limitation,  all  or  a 

portion   of   its Commitment and the Advances owing to it); provided, 

however, that (i)  each  such  assignment shall be of a  constant,  and 

not  a varying,  percentage of all rights and obligations under  any  or 

all  Facilities,  (ii) except in the case of an assignment  to  a 

Person  that, immediately prior to such assignment, was a  Lender 

or  an  assignment  of all of a Lender's rights  and  obligations 

under  this  Agreement,  the amount  of  the  Commitment  of  the 

assigning  Lender being assigned pursuant to each such assignment 

(determined as of the date of the Assignment and Acceptance  with 

respect  to  such  assignment) shall in no  event  be  less  than 

$1,000,000  or  an  integral multiple  of  $1,000,000  in  excess 

thereof,  (iii)  each such assignment shall  be  to  an  Eligible 

Assignee, (iv) each such assignment made as a result of a  demand 

by  the  Borrower  pursuant  to this  Section  9.07(a)  shall  be 

arranged  by the Borrower after consultation with the  Agent  and 

shall  be  either an assignment of all the rights and obligations 

of  the assigning Lender under this agreement or an assignment of 

a  portion of such rights and obligations made concurrently  with 

another  such assignment or other such assignments that  together 

cover  all of the rights and obligations of the assigning  Lender 

under  this Agreement, (v) no Lender shall be obligated  to  make 

any  such  assignment  as a result of a demand  by  the  Borrower 

pursuant  to  this Section 9.07(a) unless and until  such  Lender 

shall have received one or more payments from either the Borrower 

or one or more Eligible Assignees in an aggregate amount at least 

equal  to  the  aggregate  outstanding principal  amount  of  the 

Advances  owing  to such Lender, together with  accrued  interest 

thereon  to the date of payment of such principal amount and  all 

other  amounts payable to such Lender under this Agreement,  (vi) 

the parties to each such assignment shall execute and deliver  to 

the  Agent, for its acceptance and recording in the Register,  an 

Assignment and Acceptance and a processing and recordation fee of 

$3,500,  provided, however, that in the case of  each  assignment 

made  as  a  result of a demand by the Borrower, such recordation 

fee  shall  be  payable  by  the Borrower  except  that  no  such 

recordation  fee  shall be payable in the case of  an  assignment 

made  at the request of the Borrower to an Eligible Assignee that 

is an existing Lender, (vii) any Lender may, without the approval 

of  the  Borrower and the Agent, but with notice to the  Borrower 

and  the Agent, assign all or a portion of its rights to  any  of 

its  Affiliates  and (viii) if the assignee is  not  incorporated 

under the laws of the United States or a state thereof, it shall, 

on  the  date of the assignment, deliver to the Borrower and  the 

Agent certification as to exemption from deduction or withholding 

of  any  United  States federal income taxes in  accordance  with 

Section  2.12.   Upon  such execution, delivery,  acceptance  and 

recording,  from and after the effective date specified  in  each 

Assignment and Acceptance, (x) the assignee thereunder shall be a 

party  hereto  and,  to  the extent that rights  and  obligations 

hereunder  have  been assigned to it pursuant to such  Assignment 

and  Acceptance,  have  the rights and obligations  of  a  Lender 

hereunder  and (y) the Lender assignor thereunder shall,  to  the 

extent  that rights and obligations hereunder have been  assigned 

by  it pursuant to such Assignment and Acceptance, relinquish its 

rights (other than the rights under Sections 2.09, 2.12 and  9.04 

to  the  extent any claim thereunder relates to an event  arising 

prior  to  such assignment) and be released from its  obligations 
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under  this  Agreement  (and, in the case of  an  Assignment  and 

Acceptance covering all or the remaining portion of an  assigning 

Lender's rights and obligations under this Agreement, such Lender 

shall cease to be a party hereto). 

 

         (b)  By executing and delivering an Assignment and Acceptance, 

the  assigning  Lender  thereunder and  the  assignee  thereunder 

confirm to and agree with each other and the other parties hereto 

as  follows:   (i) other than as provided in such Assignment  and 

Acceptance,  such  assigning Lender makes  no  representation  or 

warranty  and  assumes  no responsibility  with  respect  to  any 

statements,  warranties  or  representations  made   in   or   in 

connection   with  any  Financing  Document  or  the   execution, 

legality,  validity, enforceability, genuineness, sufficiency  or 

value  of, or the perfection or priority of any lien or  security 

interest  created  or  purported  to  be  created  under  or   in 

connection  with, any Financing Document or any other  instrument 

or document furnished pursuant hereto; (ii) such assigning Lender 

makes no representation or warranty and assumes no responsibility 



with respect to the financial condition of any Loan Party or  the 

performance  or  observance by any  Loan  Party  of  any  of  its 

obligations under any Financing Document or any other  instrument 

or  document  furnished  pursuant thereto;  (iii)  such  assignee 

confirms  that it has received a copy of this Agreement, together 

with  copies of the financial statements referred to  in  Section 

4.01 and Section 4.02 and such other documents and information as 

it  has  deemed appropriate to make its own credit  analysis  and 

decision to enter into such Assignment and Acceptance; (iv)  such 

assignee will, independently and without reliance upon the Agent, 

such  assigning  Lender or any other Lender  and  based  on  such 

documents  and  information as it shall deem appropriate  at  the 

time, continue to make its own credit decisions in taking or  not 

taking  action  under this Agreement; (v) such assignee  confirms 

that it is an Eligible Assignee; (vi) such assignee appoints  and 

authorizes  the Agent to take such action as agent on its  behalf 

and  to  exercise such powers and discretion under the  Financing 

Documents  as  are  delegated to the Agent by the  terms  hereof, 

together  with  such  powers  and discretion  as  are  reasonably 

incidental thereto; and (vii) such assignee agrees that  it  will 

perform  in  accordance with their terms all of  the  obligations 

that  by the terms of this Agreement are required to be performed 

by it as a Lender. 

 

         (c)  The Agent, acting for this purpose (but only for this 

purpose) as the agent of the Borrower, shall maintain at its 

address referred to in Section 9.02 a copy of each Assignment and 

Acceptance delivered to and accepted by it and a register for the 

recordation of the names and addresses of the Lenders and the 

Commitment of, and principal amount of the Advances owing to, 

each Lender from time to time (the "Register").  The entries in 

the Register shall be conclusive and binding for all purposes, 

absent manifest error, and the Borrower, the Agent and the 

Lenders shall treat each Person whose name is recorded in the 

Register as a Lender hereunder for all purposes of this 

Agreement.  The Register shall be available for inspection by the 

Borrower or any Lender at any reasonable time and from time to 

time upon reasonable prior notice. 

 

         (d)  Upon its receipt of an Assignment and Acceptance executed by 

an assigning Lender and an assignee representing that it is an 

Eligible Assignee, the Agent shall, if such Assignment and 

Acceptance has been completed and is in substantially the form of 

Exhibit C hereto, (i) accept such Assignment and Acceptance, (ii) 

record the information contained therein in the Register and 

(iii) give prompt notice thereof to the Borrower. 
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         (e)  Each Lender may sell participations to one or more banks or 

other entities (other than any Loan Party or any of its 

Affiliates) in or to all or a portion of its rights and 

obligations under this Agreement (including, without limitation, 

all or a portion of its Commitment and the Advances owing to it); 

provided, however, that (i) such Lender's obligations under this 

Agreement (including, without limitation, its Commitment to the 

Borrower hereunder) shall remain unchanged, (ii) such Lender 

shall remain solely responsible to the other parties hereto for 

the performance of such obligations, (iii)  the Borrower, the 

Agent and the other Lenders shall continue to deal solely and 

directly with such Lender in connection with such Lender's rights 

and obligations under this Agreement and (iv) no participant 

under any such participation shall have any right to enforce the 

obligations of the Loan Parties hereunder or to approve any 

amendment or waiver of any provision of this Agreement, or any 

consent to any departure by any Loan Party therefrom, except to 

the extent that such amendment, waiver or consent would reduce 

the principal of, or interest on, the Advances or any fees or 

other amounts payable hereunder, in each case to the extent 

subject to such participation, or postpone any date fixed for any 

payment of principal of, or interest on, the Advances or any fees 

or other amounts payable hereunder, in each case to the extent 

subject to such participation, or release all or substantially 

all of the Collateral. 

 

         (f)  No Eligible Assignee or other transferee of any Lender's 

rights shall be entitled to receive any greater payment under 

Section 2.09 than such Lender would have been entitled to receive 

with respect to the rights transferred, unless such transfer is 

made with the Borrower's prior written consent or by reason of 



the provision of Section 2.16 requiring such Lender to designate 

a different Applicable Lending Office under certain 

circumstances.  The Borrower shall not be obligated to make any 

greater payment under the Financing Documents than it would have 

been required to make in the absence of any participation. 

 

         (g)  Any Lender may, in connection with any assignment or 

participation or proposed assignment or participation pursuant to 

this Section 9.07, disclose to the assignee or participant or 

proposed assignee or participant, any information relating to the 

Borrower furnished to such Lender by or on behalf of the 

Borrower; provided that, prior to any such disclosure, the 

assignee or participant or proposed assignee or participant shall 

agree to preserve the confidentiality of any Confidential 

Information received by it from such Lender. 

 

         (h)  Notwithstanding any other provision set forth in this 

Agreement, any Lender may at any time create a security interest 

in all or any portion of its rights under this Agreement 

(including, without limitation, the Advances owing to it) in 

favor of any Federal Reserve Bank in accordance with Regulation A 

of the Board of Governors of the Federal Reserve System. 

 

         (i)  Notwithstanding anything to the contrary contained herein, 

any Lender that is a fund that invests in bank loans may create a 

security interest in all or any portion of the Advances owing to 

it to the trustee for holders of obligations owed, or securities 

issued, by such fund as security for such obligations or 

securities, provided that unless and until such trustee actually 

becomes a Lender in compliance with the other provisions of this 

Section 9.07, (i) no such pledge shall release the pledging 

Lender from any of its obligations under the Financing Documents 

and (ii) such trustee shall not be entitled to exercise any of 

the rights of a Lender under the Financing Documents even though 

 

                           84 

 

such trustee may have acquired ownership rights with respect to 

the pledged interest through foreclosure or otherwise. 

 

         (j)  If the Borrower wishes to replace Advances or the 

Commitments under any Facility with ones having different terms, 

it shall have the option, with the consent of the Agent and 

subject to at least three Business Days' advance notice to the 

Lenders under such Facility, instead of prepaying the Advances or 

reducing or terminating the Commitments to be replaced, to (i) 

require the Appropriate Lenders to assign such Advances or 

Commitments to the Agent or its designees and (ii) amend the 

terms thereof in accordance with Section 9.01 (with such 

replacement, if applicable, being deemed to have been made 

pursuant to Section 9.01(c)).  Pursuant to any such assignment, 

all Advances and Commitments to be replaced shall be purchased at 

par (allocated among the Appropriate Lenders under such Facility 

in the same manner as would be required if such Advances were 

being optionally prepaid or such Commitments were being 

optionally reduced or terminated by the Borrower), accompanied by 

payment of any accrued interest, premiums (including any premiums 

payable pursuant to Section 2.08(a), it being understood that any 

assignment pursuant to this Section 9.07(j) shall be deemed an 

optional prepayment under Section 2.08(a) for purposes of the 

payment of such premiums) and fees thereon and any amounts owing 

pursuant to Section 9.04(c).  By receiving such purchase price, 

the Appropriate Lenders under such Facility shall automatically 

be deemed to have assigned their Commitments under such Facility 

pursuant to the terms of the form of Assignment and Acceptance 

attached hereto as Exhibit C, and accordingly no other action by 

such Lenders shall be required in connection therewith.  The 

provisions of this paragraph are intended to facilitate the 

maintenance of the perfection and priority of existing security 

interests in the Collateral during any such replacement. 

 

 

         SECTION 9.08. Confidentiality. Neither the Agent nor any 

Lender shall disclose any Confidential Information to any Person 

without the consent of the Borrower,  other  than  (a)  to  the 

Agent's  or  such  Lender's Affiliates  and their officers, directors, 

employees, agents  and advisors  and  to  actual or prospective Eligible 

Assignees  and participants,  and  then  only on a confidential  basis, 

(b)  as required  by  any  law, rule or regulation, (c) as  requested 

or required  by any state, Federal or foreign authority or  examiner 

(including the National Association of Insurance Commissioners or 



any   similar   organization   or   quasi-regulatory   authority) 

regulating such Lender, (d) to any rating agency when required by 

it,  provided  that,  prior to any such disclosure,  such  rating 

agency  shall  undertake to preserve the confidentiality  of  any 

Confidential Information relating to the Loan Parties received by 

it  from  such  Lender, (e) in connection with any litigation  or 

proceeding  to  which  the Agent or such Lender  or  any  of  its 

Affiliates may be a party or as required by judicial process,  or 

(f)  in connection with the exercise of any right or remedy under 

this Agreement or any other Financing Document; provided that  if 

any party hereto (such party, the "Disclosing Party") is required 

to  disclose any Confidential Information pursuant to clause  (e) 

above,  the  Disclosing Party will, to the  extent  permitted  by 

applicable  law, promptly notify the other parties  hereto  (such 

other  parties,  the  "Non-Disclosing  Parties")  prior  to  such 

disclosure  to  enable  the  Non-Disclosing  Parties  to  seek  a 

protective  order or to take other action that the Non-Disclosing 

Parties in their reasonable discretion deem appropriate, and  the 

Disclosing  Party will use reasonable efforts to  cooperate  with 

the   Non-Disclosing  Parties  in  their  efforts  to  obtain   a 

protective  order or other reasonable assurance that confidential 

treatment will be accorded the Confidential Information. 
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         SECTION 9.09. Release of Collateral.  Upon the sale, lease, 

transfer or other disposition of  any  item of Collateral of any Loan 

Party in accordance  with the  terms  of  the Financing Documents, the 

Agent will,  at  the Borrower's  expense, execute and deliver to such 

Loan Party  such documents  as such Loan Party may reasonably request 

to  evidence the  release  of such item of Collateral from the assignment 

and security  interest  granted  under the  Collateral  Documents  in 

accordance with the terms of the Financing Documents. 

 

 

         SECTION 9.10. Governing Law.   This  Agreement shall be 

governed by, and construed in accordance with, the laws of the State 

of New York. 

 

 

         SECTION 9.11. Execution in Counterparts. This  Agreement may 

be executed in  any  number  of counterparts  and  by  different  parties 

hereto   in   separate counterparts, each of which when so executed shall 

be  deemed  to be  an  original and all of which taken together shall 

constitute one  and the same agreement.  Delivery of an executed counterpart 

of  a  signature  page to this Agreement by telecopier  shall  be 

effective as delivery of a manually executed counterpart of  this 

Agreement. 

 

 

         SECTION 9.12. Jurisdiction, Etc. (a)   Each  of the parties 

hereto hereby irrevocably and  unconditionally submits, for itself and 

its property, to the nonexclusive jurisdiction of any New York State court 

or  federal court  of the United States of America sitting in New York 

City, and  any  appellate  court from any thereof,  in  any  action  or 

proceeding arising out of or relating to this Agreement or any of 

the  other  Financing Documents to which it is a  party,  or  for 

recognition  or  enforcement of any judgment,  and  each  of  the 

parties hereto hereby irrevocably and unconditionally agrees that 

all  claims  in respect of any such action or proceeding  may  be 

heard and determined in any such New York State court or, to  the 

extent  permitted  by law, in such federal court.   Each  of  the 

parties hereto agrees that a final judgment in any such action or 

proceeding  shall  be  conclusive and may be  enforced  in  other 

jurisdictions  by  suit on the judgment or in  any  other  manner 

provided  by  law.   Nothing in this Agreement shall  affect  any 

right  that any party may otherwise have to bring any  action  or 

proceeding  relating  to  this Agreement  or  any  of  the  other 

Financing Documents in the courts of any jurisdiction. 

 

         (b)  Each of the parties hereto irrevocably and unconditionally 

waives,  to the fullest extent it may legally and effectively  do 

so, any objection that it may now or hereafter have to the laying 

of  venue  of any suit, action or proceeding arising  out  of  or 

relating  to  this  Agreement  or  any  of  the  other  Financing 

Documents to which it is a party in any New York State or federal 

court.  Each of the parties hereto hereby irrevocably waives,  to 

the   fullest  extent  permitted  by  law,  the  defense  of   an 

inconvenient  forum  to  the  maintenance  of  such   action   or 



proceeding in any such court. 
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         SECTION 9.13. Waiver of Jury Trial.   Each  of  the 

Borrower, the Parent Guarantor,  the Agent  and  the Lenders hereby 

irrevocably waives  all  right  to trial  by jury in any action, 

proceeding or counterclaim (whether based  on contract, tort or otherwise) 

arising out of or relating to  any of the Financing Documents the 

Advances or the actions of the  Agent  or  any  Lender  in the negotiation, 

administration, performance or enforcement thereof. 

 

 

 

 

 

 

 

 

 

 

 

 

 

          [REMAINDER OF PAGE INTENTIONALLY LEFT BLANK] 
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          IN WITNESS WHEREOF, the parties hereto have caused this 

Agreement  to be executed by their respective officers  thereunto 

duly authorized, as of the date first above written. 

 

 

                              AMERICAN AIRLINES, INC., 

                              as Borrower 

 

 

                              By 

                                Name: 

                                Title: 

 

 

                              AMR CORPORATION, 

                              as Parent Guarantor 

 

 

                              By 

                                Name: 

                                Title: 

 

 

                              CITICORP USA, INC., 

                              as Agent 

 

 

                              By 

                                Name: 

                                Title: 

 

 

 

 

                           SCHEDULE I 

           COMMITMENTS AND APPLICABLE LENDING OFFICES 

 

Name of     Revolving      Term 1      Domestic    Eurodollar 

Lender       Credit 1     Commitment   Lending      Lending 

            Commitment     Office       Office 

 

 

 

 

 

 

 



 

                                                            Exhibit 12 

                        AMERICAN AIRLINES, INC. 

           Computation of Ratio of Earnings to Fixed Charges 

                             (in millions) 

 

                                                 Three Months Ended March 31, 

                                                    2006             2005 

 

 Earnings (loss): 

   Loss before income taxes                      $  (106)          $  (171) 

 

   Add:  Total fixed charges (per below)             418               384 

 

   Less:  Interest capitalized                         7                22 

     Total earnings (loss) before income taxes   $   305          $    191 

 

 Fixed charges: 

   Interest                                      $   207          $    177 

 

   Portion of rental expense 

   representative of the interest Factor             206               204 

 

   Amortization of debt expense                        5                 3 

     Total fixed charges                         $   418          $    384 

 

 Coverage deficiency                            $    113          $    193 

 

 

Note:  As  of  March  31, 2006  American  has guaranteed approximately $1.2 

       billion of AMR's unsecured debt and approximately $408 million of AMR 

       Eagle's secured debt. The impact  of these unconditional guarantees is 

       not included  in  the above computation. 

 

 



                                                       Exhibit 31.1 

 

 

I, Gerard J. Arpey, certify that: 

 

1. I  have  reviewed this quarterly report on Form 10-Q of American 

   Airlines, Inc.; 

 

2. Based on my knowledge, this report does not contain any untrue 

   statement of a material fact or omit to state a material fact 

   necessary to make the statements made, in light of the circumstances 

   under which such statements were made, not misleading with respect to 

   the period covered by this report; 

 

3. Based on my knowledge, the financial statements, and other 

   financial information included in this report, fairly present in all 

   material respects the financial condition, results of operations and 

   cash flows of the registrant as of, and for, the periods presented in 

   this report; 

 

4. The registrant's other certifying officer(s) and I are 

   responsible for establishing and maintaining disclosure controls and 

   procedures (as defined in Exchange Act Rules 13a-15(e) and 15d-15(e)) 

   and internal control over financial reporting (as defined in Exchange 

   Act Rules 13a-15(f) and 15d-15(f)) for the registrant and have: 

 

 (a) Designed such disclosure controls and procedures, or caused such 

     disclosure controls and procedures to be designed under our 

     supervision, to ensure that material information relating to the 

     registrant, including its consolidated subsidiaries, is made known to 

     us by others within those entities, particularly during the period in 

     which this report is being prepared; 

 

 (b) Designed such internal control over financial reporting, or 

     caused such internal control over financial reporting to be designed 

     under our supervision, to provide reasonable assurance regarding the 

     reliability of financial reporting and the preparation of financial 

     statements for external purposes in accordance with generally accepted 

     accounting principles; 

 

 (c) Evaluated the effectiveness of the registrant's disclosure 

     controls and procedures and presented in this report our conclusions 

     about the effectiveness of the disclosure controls and procedures, as 

     of the end of the period covered by this report based on such 

     evaluation; and 

 

 (d) Disclosed in this report any change in the registrant's internal 

     control over financial reporting that occurred during the registrant's 

     most recent fiscal quarter (the registrant's fourth fiscal quarter in 

     the case of an annual report) that has materially affected, or is 

     reasonably likely to materially affect, the registrant's internal 

     control over financial reporting; and 

 

5. The registrant's other certifying officer(s) and I have 

   disclosed, based on our most recent evaluation of internal control 

   over financial reporting, to the registrant's auditors and the audit 

   committee of the registrant's board of directors (or persons 

   performing the equivalent functions): 

 

 (a) All significant deficiencies and material weaknesses in the 

     design or operation of internal control over financial reporting which 

     are reasonably likely to adversely affect the registrant's ability to 

     record, process, summarize and report financial information; and 

 

 (b) Any fraud, whether or not material, that involves management or 

     other employees who have a significant role in the registrant's 

     internal control over financial reporting. 

 

 

 

Date:  April 20, 2006              /s/ Gerard J. Arpey 

                                   Gerard J. Arpey 

                                   Chairman, President and Chief 

                                   Executive Officer 
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I, Thomas W. Horton, certify that: 

 

1. I  have  reviewed this quarterly report on Form 10-Q of American 

   Airlines, Inc.; 

 

2. Based on my knowledge, this report does not contain any untrue 

   statement of a material fact or omit to state a material fact 

   necessary to make the statements made, in light of the circumstances 

   under which such statements were made, not misleading with respect to 

   the period covered by this report; 

 

3. Based on my knowledge, the financial statements, and other 

   financial information included in this report, fairly present in all 

   material respects the financial condition, results of operations and 

   cash flows of the registrant as of, and for, the periods presented in 

   this report; 

 

4. The registrant's other certifying officer(s) and I are 

   responsible for establishing and maintaining disclosure controls and 

   procedures (as defined in Exchange Act Rules 13a-15(e) and 15d-15(e)) 

   and internal control over financial reporting (as defined in Exchange 

   Act Rules 13a-15(f) and 15d-15(f)) for the registrant and have: 

 

 (a) Designed such disclosure controls and procedures, or caused such 

     disclosure controls and procedures to be designed under our 

     supervision, to ensure that material information relating to the 

     registrant, including its consolidated subsidiaries, is made known to 

     us by others within those entities, particularly during the period in 

     which this report is being prepared; 

 

 (b) Designed such internal control over financial reporting, or 

     caused such internal control over financial reporting to be designed 

     under our supervision, to provide reasonable assurance regarding the 

     reliability of financial reporting and the preparation of financial 

     statements for external purposes in accordance with generally accepted 

     accounting principles; 

 

 (c) Evaluated the effectiveness of the registrant's disclosure 

     controls and procedures and presented in this report our conclusions 

     about the effectiveness of the disclosure controls and procedures, as 

     of the end of the period covered by this report based on such 

     evaluation; and 

 

 (d) Disclosed in this report any change in the registrant's internal 

     control over financial reporting that occurred during the registrant's 

     most recent fiscal quarter (the registrant's fourth fiscal quarter in 

     the case of an annual report) that has materially affected, or is 

     reasonably likely to materially affect, the registrant's internal 

     control over financial reporting; and 

 

5. The registrant's other certifying officer(s) and I have 

   disclosed, based on our most recent evaluation of internal control 

   over financial reporting, to the registrant's auditors and the audit 

   committee of the registrant's board of directors (or persons 

   performing the equivalent functions): 

 

 (a) All significant deficiencies and material weaknesses in the 

     design or operation of internal control over financial reporting which 

     are reasonably likely to adversely affect the registrant's ability to 

     record, process, summarize and report financial information; and 

 

 (b) Any fraud, whether or not material, that involves management or 

     other employees who have a significant role in the registrant's 

     internal control over financial reporting. 

 

 

 

Date:  April 20, 2006              /s/ Thomas W. Horton 

                                   Thomas W. Horton 

                                   Executive  Vice President and  Chief 

                                   Financial Officer 

 

 



                                                            Exhibit 32 

                        American Airlines, Inc. 

                             Certification 

       Pursuant to Section 906 of the Sarbanes-Oxley Act of 2002 

   (Subsections (a) and (b) of Section 1350, Chapter 63 of Title 18, 

                          United States Code) 

 

 

Pursuant   to  section  906  of  the  Sarbanes-Oxley  Act   of   2002 

(subsections  (a) and (b) of section 1350, chapter 63  of  title  18, 

United  States  Code), each of the undersigned officers  of  American 

Airlines,  Inc.,  a Delaware corporation (the Company),  does  hereby 

certify, to such officer's knowledge, that: 

 

The  Quarterly  Report on Form 10-Q for the quarter ended  March  31, 

2006  (the  Form  10-Q)  of  the  Company  fully  complies  with  the 

requirements of section 13(a) or 15(d) of the Securities Exchange Act 

of  1934  and information contained in the Form 10-Q fairly presents, 

in  all  material respects, the financial condition  and  results  of 

operations of the Company. 

 

Date:  April 20, 2006              /s/ Gerard J. Arpey 

                                   Gerard J. Arpey 

                                   Chairman, President and Chief 

                                   Executive Officer 

 

Date:  April 20, 2006              /s/ Thomas W. Horton 

                                   Thomas W. Horton 

                                   Executive Vice President and  Chief 

                                   Financial Officer 

 

 

 

The  foregoing  certification is being furnished solely  pursuant  to 

section  906 of the Sarbanes-Oxley Act of 2002 (subsections  (a)  and 

(b)  of section 1350, chapter 63 of title 18, United States Code) and 

is  not  being  filed  as  part of the Form 10-Q  or  as  a  separate 

disclosure document. 

 

 

 

 

 

 

 

 

 

 

 

 


