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This preliminary prospectus supplement relates to an effective registration statement under the Securities Act of 1933, but it is not
complete and may be changed. This preliminary prospectus supplement is not an offer to sell these securities and it is not soliciting an
offer to buy these securities in any state where the offer or sale is not permitted.

(SUBJECT TO COMPLETION, DATED JUNE 15, 2004)
PROSPECTUS SUPPLEMENT
(To Prospectus dated August 23, 2001)

$299,603,000

2004-ERJ1 Pass Through Trust
Pass Through Certificates, Series 2004-ERJ1

The Continental Airlines Class A Pass Through Certificates, Series 2004-ERJ1, are being offered under this prospectus supplement. The
certificates represent interests in a trust to be established in connection with this offering.

The trust will use the proceeds from the sale of certificates to acquire equipment notes. The equipment notes will be issued on a nonrecourse
basis by the trustees of separate owner trusts in connection with separate leveraged lease transactions to finance a portion of the purchase price
of 26 Embraer EMB-145XR aircraft, of which ten have previously been delivered to Continental during 2004 and 16 are scheduled for delivery
through March 2005. The aircraft will be leased to Continental. Rental payments under the leases will be used to make payments on the
equipment notes. Payments on the equipment notes held in the trust will be passed through to the holders of the certificates.

The proceeds from the sale of certificates will initially be held in escrow pending purchase of equipment notes, except that a portion of such
proceeds may be used at the closing of the offering to acquire equipment notes for previously delivered aircraft.

The equipment notes issued for each aircraft will have a security interest in such aircraft. Interest on the equipment notes will be payable
monthly on the first day of each month after issuance, beginning on July 1, 2004. Principal payments on the equipment notes are scheduled on
the first day of each month, beginning on or after July 1, 2004.

Citicorp North America, Inc. and WestLB AG, New York Branch, each will provide a liquidity facility for the certificates in an aggregate
amount sufficient to make 18 monthly interest payments (except under certain specified circumstances).

The certificates will not be listed on any national securities exchange.

Investing in the certificates involves risks. See Risk Factors on page S-18.

Final Expected Price to
Principal Amount Interest Rate Distribution Date Public(1)
$299,603,000 % March 1, 2020 100%

(1) Plus accrued interest, if any, from the date of issuance.
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The underwriters will purchase all of the certificates if any are purchased. The aggregate proceeds from the sale of the certificates will be
$299,603,000. Embraer will pay the underwriters compensation totaling $ , representing underwriting commission as well as certain
structuring fees. Citigroup acted as the structuring agent in connection with this transaction. Delivery of the certificates in book-entry form only
will be made on or about , 2004.

Neither the Securities and Exchange Commission nor any state securities commission has approved or disapproved of these securities or
determined if this prospectus supplement or the accompanying prospectus is truthful or complete. Any representation to the contrary is a
criminal offense.

Joint Book-Running Managers

Citigroup MORGAN STANLEY

June 2004
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PRESENTATION OF INFORMATION

These offering materials consist of two documents: (a) this Prospectus Supplement, which describes the terms of the certificates that we are
currently offering, and (b) the accompanying Prospectus, which provides general information about our pass through certificates, some of which
may not apply to the certificates that we are currently offering. The information in this Prospectus Supplement replaces any inconsistent
information included in the accompanying Prospectus.

We have given certain capitalized terms specific meanings for purposes of this Prospectus Supplement. The Index of Terms attached as
Appendix I to this Prospectus Supplement lists the page in this Prospectus Supplement on which we have defined each such term.

At various places in this Prospectus Supplement and the Prospectus, we refer you to other sections of such documents for additional
information by indicating the caption heading of such other sections. The page on which each principal caption included in this Prospectus
Supplement and the Prospectus can be found is listed in the Table of Contents below. All such cross references in this Prospectus Supplement
are to captions contained in this Prospectus Supplement and not in the Prospectus, unless otherwise stated.
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You should rely only on the information contained in this document or to which we have referred you. We have not authorized

anyone to provide you with information that is different. This document may be used only where it is legal to sell these securities. The
information in this document may be accurate only on the date of this document.
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PROSPECTUS SUPPLEMENT SUMMARY

This summary highlights selected information from this Prospectus Supplement and the accompanying Prospectus and may not contain all
of the information that is important to you. For more complete information about the Certificates and Continental Airlines, you should read this
entire Prospectus Supplement and the accompanying Prospectus, as well as the materials filed with the Securities and Exchange Commission
that are considered to be part of this Prospectus Supplement and the Prospectus. See Incorporation of Certain Documents by Reference in

this Prospectus Supplement and the Prospectus.

Summary of Terms of Certificates*

Aggregate Face Amount
Ratings:
Moody s
Standard & Poor s
Initial Loan to Aircraft Value (cumulative)(1)
Expected Highest Loan to Aircraft Value (cumulative)(2)
Initial Average Life (in years from Issuance Date)
Regular Distribution Dates
Final Expected Regular Distribution Date
Final Maturity Date
Minimum Denomination
Section 1110 Protection
Liquidity Facilities Coverage

Class A Certificates

$299,603,000

Ba3
BBB-
55.0%
55.0%
9.2
The first day of each month
March 1, 2020
September 1, 2021
$1,000
Yes
18 monthly interest payments

*  The amount and the terms of Certificates offered are indicative only and subject to change.

(1) This percentage is determined as of April 1, 2005, the first Regular Distribution Date after all Aircraft are scheduled to have been delivered.
In calculating this percentage, we have assumed that all Aircraft are financed under this offering prior to such date, that the maximum
principal amount of Equipment Notes is issued and that the aggregate appraised value of the Aircraft is $530,079,100 as of such date. The
appraised value is only an estimate and reflects certain assumptions. See Description of the Aircraft and the Appraisals The Appraisals .

(2) See Loan to Aircraft Value Ratios .

S-5
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Equipment Notes and the Aircraft

Set forth below is certain information about the Equipment Notes expected to be held in the Trust and the aircraft expected to secure such

Equipment Notes. Each aircraft is an Embraer model EMB-145XR aircraft.

Maximum
Expected Scheduled Principal
Registration Manufacturer s Delivery Amount of Appraised

Number Serial Number Month(1) Equipment Notes(2) Value(3)
NI11155 145782 January 2004 $11,305,566 $20,366,667
N10156 145786 February 2004 11,244,322 20,383,333
N12157 145787 February 2004 11,250,158 20,383,333
N14158 145791 March 2004 11,125,266 20,403,333
N17159 145792 March 2004 11,153,580 20,403,333
N12160 145799 April 2004 11,500,027 20,423,333
N13161 14500805 April 2004 11,643,301 20,423,333
N14162 14500808 May 2004 11,946,027 20,446,667
N12163 14500811 May 2004 11,314,881 20,446,667
N11164 14500817 June 2004 11,393,940 20,520,000
N11165 14500819 June 2004 11,652,048 20,520,000
N12166 14500831 July 2004 11,652,256 20,540,000
N12167 14500834 July 2004 11,689,533 20,540,000
N14168 14500840 August 2004 11,738,225 20,550,000
N17169 14500844 August 2004 11,738,225 20,550,000
N16170 14500850 September 2004 11,735,643 20,570,000
N14171 TBD October 2004 11,746,206 20,580,000
N12172 TBD October 2004 11,746,206 20,580,000
N14173 TBD November 2004 11,743,466 20,600,000
N14174 TBD December 2004 11,748,003 20,620,000
N12175 TBD December 2004 11,748,003 20,620,000
N11176 TBD January 2005 12,017,098 20,640,000
N14177 TBD February 2005 12,008,964 20,650,000
N16178 TBD February 2005 12,008,964 20,650,000
N14179 TBD March 2005 12,024,295 20,670,000
N14180 TBD March 2005 12,024,295 20,670,000

)

@

3

The Aircraft with manufacturer s serial numbers 145782, 145786, 145787, 145791, 145792, 145799, 14500805, 14500808, 14500811 and
14500817 were delivered and leased to Continental during 2004. These Aircraft are expected to be financed pursuant to this offering on the
date that the Certificates are issued, although the financing for each Aircraft is subject to certain conditions and could be delayed. The

delivery deadline for purposes of financing an Aircraft pursuant to this offering is June 30, 2005 (or later under certain circumstances). The
actual delivery date for any Aircraft may be subject to delay or acceleration. See Description of the Aircraft and the Appraisals Deliveries of
Aircraft . Continental has the option to substitute other aircraft if the delivery of any Aircraft is expected to be delayed for more than 30 days
after the month scheduled for delivery or beyond the delivery deadline. See Description of the Aircraft and the Appraisals Substitute
Aircraft .

The actual principal amount issued for an Aircraft may be less depending on the circumstances of the financing of such Aircraft. The
aggregate principal amount of all of the Equipment Notes will not exceed the aggregate face amount of the Certificates.

The appraised value of each Aircraft set forth above is the lesser of the average and median values of such Aircraft as appraised by three
independent appraisal and consulting firms, projected, in the case of Aircraft yet to be delivered, as of the scheduled delivery month of such
Aircraft. These appraisals are based upon varying assumptions and methodologies. An appraisal is only an estimate of value and should not
be relied upon as a measure of realizable value. See Risk Factors Risk Factors Relating to the Certificates and the Offering Appraisals and
Realizable Value of Aircraft and Description of the Aircraft and the Appraisals The Appraisals .

S-6
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Loan to Aircraft Value Ratios*

The following table sets forth loan to Aircraft value ratios ( LTVs ) for the Certificates as of April 1, 2005 (the first Regular Distribution Date
that occurs after all Aircraft to be financed in this Offering are scheduled to have been delivered) and each sixth Regular Distribution Date
thereafter. The LTVs for the Certificates for the period prior to April 1, 2005 are not meaningful, since during such period all of the Equipment
Notes expected to be acquired by the Trust and the related Aircraft will not be included in the calculation. The table should not be considered a
forecast or prediction of expected or likely LTVs but simply a mathematical calculation based on one set of assumptions. See Risk Factors Risk
Factors Relating to the Certificates and the Offering Appraisals and Realizable Value of Aircraft .

Aggregate Appraised Outstanding Pool

Date Value(1) Balance(2) LTV(@3)
April 1, 2005 $530,079,100 $291,459,975 55.0%
October 1, 2005 522,691,100 286,313,122 54.8
April 1, 2006 514,066,600 280,932,183 54.6
October 1, 2006 506,678,600 275,306,512 54.3
April 1, 2007 498,054,100 269,424,979 54.1
October 1, 2007 490,666,100 263,275,946 53.7
April 1, 2008 482,041,600 256,847,246 53.3
October 1, 2008 474,653,600 250,126,162 52.7
April 1, 2009 466,029,100 243,099,393 52.2
October 1, 2009 458,641,100 235,753,038 51.4
April 1, 2010 450,016,600 228,072,561 50.7
October 1, 2010 442,628,600 220,042,766 49.7
April 1, 2011 434,004,100 211,647,765 48.8
October 1, 2011 426,616,100 202,870,949 47.6
April 1, 2012 417,991,600 193,694,952 46.3
October 1, 2012 410,603,600 184,101,619 44.8
April 1, 2013 401,979,100 174,071,968 433
October 1, 2013 394,591,100 163,586,156 41.5
April 1, 2014 385,966,600 152,623,436 39.5
October 1, 2014 378,578,600 141,162,116 37.3
April 1, 2015 368,730,467 129,179,521 35.0
October 1, 2015 358,879,800 116,651,942 32.5
April 1, 2016 347,380,467 103,554,229 29.8
October 1, 2016 337,529,800 89,858,747 26.6
April 1, 2017 326,030,467 75,538,022 23.2
October 1, 2017 316,179,800 60,563,509 19.2
April 1, 2018 304,680,467 44,905,362 14.7
October 1, 2018 294,829,800 28,532,370 9.7
April 1, 2019 211,120,200 12,444,401 5.9
October 1, 2019 89,164,800 3,009,431 34

* The periodic balances and the resulting LTVs are indicative only and subject to change.

(1) In calculating the aggregate appraised value of the Aircraft, we have assumed that the appraised value of each Aircraft, determined as
described under  Equipment Notes and the Aircraft , declines on the Regular Distribution Date closest to the anniversary of its delivery by the
manufacturer by approximately 3% per year of the initial appraised value at delivery for the first ten years after the delivery of such Aircraft,
by approximately 4% per year for the next five years and by approximately 5% per year thereafter. The aggregate Aircraft value as of any
date does not include the value of Aircraft as to which the Equipment Notes secured by such Aircraft are expected to have been paid in full
on or prior to such date. Other rates or methods of depreciation would result in materially different LTVs. We cannot assure you that the
depreciation rate and method used for purposes of the table will occur or predict the actual future value of any Aircraft. See Risk

12
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Factors Risk Factors Relating to the Certificates and the Offering Appraisals and Realizable Value of Aircraft .

In calculating the outstanding balances, we have assumed that the Trust will acquire the maximum principal amount of Equipment Notes for
all Aircraft prior to April 1, 2005.

The LTVs were obtained for each Regular Distribution Date by dividing (i) the expected outstanding balance of the Certificates after giving
effect to the distributions expected to be made on such date, by (ii) the assumed value of all of the Aircraft on such date based on the
assumptions described above. The outstanding balances and LTVs may change if, among other things, the aggregate principal amount of the
Equipment Notes acquired by the Trust is less than the maximum permitted under the terms of this offering or the amortization of the
Equipment Notes differs from the assumed amortization schedule calculated for purposes of this Prospectus Supplement.

S-7
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The above table was compiled on an aggregate basis. However, the Equipment Notes for an Aircraft will not have a security interest in any
other Aircraft. This means that any excess proceeds realized from the sale of an Aircraft or other exercise of remedies will not be available to
cover any shortfalls on the Equipment Notes relating to any other Aircraft. Therefore, upon an Indenture Default, even if the Aircraft as a group
could be sold for more than the total amounts payable in respect of all of the outstanding Equipment Notes, if certain Aircraft were sold for less
than the total amount payable in respect of the related Equipment Notes, there would not be sufficient proceeds to pay the Certificates in full.
See Description of the Equipment Notes Loan to Value Ratios of Equipment Notes for examples of LTVs for the Equipment Notes issued in
respect of individual Aircraft, which may be more relevant in a default situation than the aggregate values shown above.

S-8
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Cash Flow Structure

Set forth below is a diagram illustrating the structure for the offering of the Certificates and certain cash flows.

(1) Each Aircraft will be subject to a separate Lease and a related Indenture. Each Aircraft will be subleased to ExpressJet.

(2) To the extent not used to purchase Equipment Notes upon the issuance of the Certificates, the proceeds of the offering of the Certificates
will be held in escrow and deposited with the Depositary. The Depositary will hold such funds as interest-bearing Deposits. The Trust will
withdraw funds from the Deposits to purchase Equipment Notes from time to time as each Aircraft is financed. The scheduled payments of
interest on the Equipment Notes and on the Deposits, taken together, will be sufficient to pay accrued interest on the outstanding
Certificates. If any funds remain as deposits at the Delivery Period Termination Date, such funds will be withdrawn by the Escrow Agent
and distributed to the holders of the Certificates, together with accrued interest thereon. No interest will accrue with respect to the Deposits
after they have been fully withdrawn. The Liquidity Facilities will not cover interest on the Deposits.

S-9
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The Offering

Certificates Offered Class A Certificates, which will represent fractional undivided interests in the Trust.

Use of Proceeds The proceeds from the sale of the Certificates will initially be held in escrow and deposited with the
Depositary, except for any funds used on the Issuance Date to acquire Equipment Notes. The Trust will
withdraw funds from the escrow to purchase Equipment Notes. The Equipment Notes will be issued by
each Owner Trustee to finance a portion of the purchase price of the related Aircraft.

Subordination Agent, Trustee, Wilmington Trust Company.

Paying Agent and Loan Trustee

Escrow Agent Wells Fargo Bank Northwest, National Association.

Depositary WestLB AG, New York Branch.

Liquidity Providers Citicorp North America, Inc. and WestLB AG, New York Branch.
Trust Property The property of the Trust will include:

Equipment Notes acquired by the Trust.
All monies receivable under the Liquidity Facilities.

Funds from time to time deposited with the Trustee in accounts relating to the Trust.

Regular Distribution Dates The first day of each month commencing on July 1, 2004.
Record Dates The fifteenth day preceding the related Distribution Date.
Distributions The Trustee will distribute all payments of principal, premium (if any) and interest received on the

Equipment Notes held in the Trust to the holders of the Certificates, subject to prior payment of certain
amounts then due to the Liquidity Providers or the Trustee.

Scheduled payments of principal and interest made on the Equipment Notes will be distributed on the
applicable Regular Distribution Dates.

Payments of principal, premium (if any) and interest made on the Equipment Notes resulting from any
early redemption or purchase of such Equipment Notes will be distributed on a special distribution date
after not less than 15 days notice to Certificateholders.

Control of Loan Trustee The holders of at least a majority of the outstanding principal amount of Equipment Notes issued under
each Indenture will be entitled to direct the Loan Trustee under such Indenture in taking action as long as
no Indenture Default is continuing thereunder. If an Indenture Default is continuing, subject to certain
conditions, the Controlling Party will direct the Loan Trustees (including in exercising remedies, such as
accelerating such Equipment Notes or foreclosing the lien on the Aircraft securing such Equipment
Notes).

The Controlling Party will be:

The Trustee.

16



Edgar Filing: CONTINENTAL AIRLINES INC /DE/ - Form 424B3

Under certain circumstances, and notwithstanding the foregoing, the Liquidity Provider with the highest
amount of Liquidity Obligations owed to it.
S-10
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Liquidity Facilities

Escrowed Funds

Unused Escrowed Funds

Obligation to Purchase Equipment
Notes

Under the Liquidity Facilities, the Liquidity Providers will, if necessary, make advances in an aggregate
amount sufficient to pay interest on the Certificates on up to 18 successive monthly Regular Distribution
Dates at the applicable interest rate for the Certificates (except under certain specified circumstances).
Each Liquidity Facility will cover a specified pro rata portion of such aggregate amount. The Liquidity
Facilities cannot be used to pay any other amount in respect of the Certificates and will not cover interest
payable on amounts held in escrow as Deposits with the Depositary.

Upon a drawing under any Liquidity Facility to pay interest on the Certificates, the Subordination Agent
will reimburse the applicable Liquidity Provider for the amount of such drawing. Such reimbursement
obligation and all interest, fees and other amounts owing to the Liquidity Providers under the Liquidity
Facilities and certain other agreements will rank senior to the Certificates in right of payment.

Funds in escrow for the Certificateholders will be held by the Depositary as Deposits. The Trustee may
withdraw these funds from time to time to purchase Equipment Notes prior to the deadline established for
purposes of this offering. On each Regular Distribution Date, the Depositary will pay interest accrued on
the Deposits at a rate per annum equal to the interest rate applicable to the Certificates. The Deposits
cannot be used to pay any other amount in respect of the Certificates.

All of the Deposits held in escrow may not be used to purchase Equipment Notes by the deadline

established for purposes of this offering. This may occur because of delays in the delivery of Aircraft,

variations in the terms of each Aircraft financing or other reasons. See Description of the Certificates

Obligation to Purchase Equipment Notes . If any funds remain as Deposits after such deadline, the funds

held as Deposits will be withdrawn by the Escrow Agent and distributed, with accrued and unpaid

interest but without premium, to the Certificateholders after at least 15 days prior written notice. See
Description of the Deposit Agreement Unused Deposits .

The Trustee will be obligated to purchase the Equipment Notes issued with respect to each Aircraft
pursuant to the Note Purchase Agreement. Continental will enter into a leveraged lease financing with
respect to each Aircraft pursuant to forms of financing agreements attached to the Note Purchase
Agreement. However, the terms of the financing agreements entered into may differ from the forms of
such agreements described in this Prospectus Supplement because a third party the Owner Participant
will provide a portion of the financing of the Aircraft and may request changes. Although such changes
are permitted, under the Note Purchase Agreement, the terms of such financing agreements must
(a) contain the Mandatory Document Terms set forth in the Note Purchase Agreement and (b) not vary
the Mandatory Economic Terms set forth in the Note Purchase Agreement. In addition, Continental must
certify to the Trustee that any such modifications do not materially and adversely affect the
Certificateholders. Continental must also obtain written

S-11
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confirmation from each Rating Agency that the use of financing agreements modified in any material
respect from the forms attached to the Note Purchase Agreement will not result in a withdrawal,
suspension or downgrading of the rating of the Certificates.

The Trustee will not be obligated to purchase Equipment Notes if, at the time of issuance, Continental is
in bankruptcy or certain other specified events have occurred. See Description of the Certificates
Obligation to Purchase Equipment Notes .

The Equipment Notes will be issued by a financial institution, acting as Owner Trustee. The Owner
Trustee will not be individually liable for such Equipment Notes. However, Continental s scheduled rental
obligations under the related Lease will be in amounts sufficient to pay scheduled payments on such
Equipment Notes.

The Equipment Notes held in the Trust will accrue interest at the rate per annum for the Certificates set
forth on the cover page of this Prospectus Supplement. Interest will be payable on the first day of each
month, commencing on the first such date after issuance of such Equipment Notes. Interest is calculated
on the basis of a 360-day year consisting of twelve 30-day months.

Principal payments on the Equipment Notes are scheduled on the first day of each month, commencing
on or after July 1, 2004.

Aircraft Event of Loss. If an Event of Loss occurs with respect to an Aircraft, all of the Equipment Notes
issued with respect to such Aircraft will be redeemed, unless Continental replaces such Aircraft under the
related financing agreements. The redemption price in such case will be the unpaid principal amount of
such Equipment Notes, together with accrued interest, but without any premium.

Redemption. The Owner Trustee with respect to an Aircraft may redeem the Equipment Notes issued by
such Owner Trustee prior to maturity under certain circumstances specified in the Indenture. The
redemption price in such case will be the unpaid principal amount of such Equipment Notes, together
with accrued interest plus, if such redemption is made prior to September 12, 2013, a Make-Whole
Premium. See Description of the Equipment Notes Redemption .

Purchase by Owner. If, with respect to an Aircraft, a Lease Event of Default is continuing, the applicable
Owner Trustee or Owner Participant may elect to purchase all of the Equipment Notes with respect to
such Aircraft, subject to the terms of the applicable Indenture. The purchase price in such case will be the
unpaid principal amount of such Equipment Notes, together with accrued interest, but without any
premium (provided that a Make-Whole Premium will be payable under certain circumstances specified in
the Indenture).

The Equipment Notes issued with respect to each Aircraft will be secured by a security interest in such
Aircraft and in the related Owner Trustee s rights under the Lease with respect to such Aircraft (with
certain limited exceptions).

S-12

19



Edgar Filing: CONTINENTAL AIRLINES INC /DE/ - Form 424B3

The Equipment Notes issued in respect of an Aircraft will not be secured by any other Aircraft or Leases.
This means that any excess proceeds from the sale of an Aircraft or other exercise of remedies with
respect to such Aircraft will not be available to cover any shortfall with respect to any other Aircraft.

There will not be cross-default provisions in the Indentures or in the Leases. This means that if the
Equipment Notes issued with respect to one or more Aircraft are in default and the Equipment Notes
issued with respect to the remaining Aircraft are not in default, no remedies will be exercisable with
respect to the remaining Aircraft.

(f) Section 1110 Continental s outside counsel will provide its opinion to the Trustee that the benefits of Section 1110 of
Protection the U.S. Bankruptcy Code will be available with respect to the Equipment Notes.
Certain Federal Income Tax Each Certificate Owner generally should report on its federal income tax return its pro rata share of
Consequences income from the Deposits and income from the Equipment Notes and other property held by the Trust.

See Certain U.S. Federal Income Tax Consequences .

Certain ERISA Considerations Each person who acquires a Certificate will be deemed to have represented that either: (a) no employee
benefit plan assets have been used to purchase such Certificate or (b) the purchase and holding of such
Certificate are exempt from the prohibited transaction restrictions of the Employee Retirement Income
Security Act of 1974 and the Internal Revenue Code of 1986 pursuant to one or more prohibited
transaction statutory or administrative exemptions. See Certain ERISA Considerations .

Rating of the Certificates It is a condition to the issuance of the Certificates that they be rated by Moody s and Standard & Poor s not
less than the ratings set forth below.

Standard &
Moody s Poor s
Ba3 BBB-

A rating is not a recommendation to purchase, hold or sell Certificates, since such rating does not address
market price or suitability for a particular investor. There can be no assurance that such ratings will not be
lowered or withdrawn by a Rating Agency.

Standard &
Moody s Poor s
Rating of the Depositary Short Term P-1 A-1+
Standard &
Moody s Poor s
Threshold Rating for Liquidity
Provider Short Term P-1 A-1
Rating of the Liquidity Providers Citicorp, the parent company of Citicorp North America, Inc., meets the Threshold Rating requirement

and will guarantee Citicorp North America, Inc. s obligations under its Liquidity Facility. WestLB AG
meets the Threshold Rating requirement.
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SUMMARY FINANCIAL AND OPERATING DATA

The following tables summarize certain consolidated financial data and certain operating data with respect to Continental. The following
selected consolidated financial data for the years ended December 31, 2003, 2002 and 2001 are derived from the audited consolidated financial
statements of Continental including the notes thereto incorporated by reference in this Prospectus Supplement and should be read in conjunction
with those financial statements. The following selected consolidated financial data for the years ended December 31, 2000 and 1999 are derived
from the selected financial data contained in Continental s Annual Report on Form 10-K for the year ended December 31, 2003, incorporated by
reference in this Prospectus Supplement, and the audited consolidated financial statements of Continental for the years ended December 31,
2000 and 1999 and should be read in conjunction therewith. The consolidated financial data of Continental for the three months ended March 31,
2004 and 2003 are derived from the unaudited consolidated financial statements of Continental incorporated by reference in this Prospectus
Supplement, which include all adjustments (consisting solely of normal recurring accruals, except as disclosed in the footnotes to the unaudited
consolidated financial statements) that Continental considers necessary for the fair presentation of the financial position and results of operations
for these periods. Operating results for the three months ended March 31, 2004 are not necessarily indicative of the results that may be expected
for the year ending December 31, 2004.

Three Months
Ended
March 31, Year Ended December 31,
2004 2003 2003 2002 2001 2000 1999
(In millions of dollars, except per share data and ratios)
Financial Data Operations:(1)(2)
Operating Revenue $2,269 $2,042 $8,870 $8,402 $8,969 $9,899 $8,639
Operating Expenses 2,404 2,266 8,667 8,714 8,825 9,170 8,024
Operating Income (Loss) (135) (224) 203 (312) 144 729 615
Non-operating Income (Expense), net (58) (90) 2) 319) (274) (169) 183
Income (Loss) before Income Taxes, Minority
Interest, and Cumulative Effect of Changes in
Accounting Principles (193) (314) 201 (631) (130) 560 798
Net Income (Loss) $ (124) $ (221) $ 38 $ 451) $ (95 $ 342 $ 455
I I I I I I I
Earnings (Loss) per Share:
Basic $ (1.83) $ (3.38) $ 0.58 $(7.02) $ (1.72) $ 5.62 $ 6.54
I I I I I I I
Diluted $ (1.83) $ (3.38) $ 0.58 $(7.02) $ (1.72) $ 545 $ 6.20
I I I I I I I
Shares used for Computation:
Basic 65.9 65.3 65.4 64.2 55.5 60.7 69.5
Diluted 65.9 65.3 65.6 64.2 55.5 62.8 73.9
Ratio of Earnings to Fixed Charges(3) 1.16x 1.51x 1.80x
I I I I I I I
S-14

21



Edgar Filing: CONTINENTAL AIRLINES INC /DE/ - Form 424B3

Operating Data:

Mainline Statistics:

Revenue passengers (thousands)
Revenue passenger miles
(millions)(4)

Available seat miles (millions)(5)
Cargo ton miles (millions)
Passenger load factor(6)
Passenger revenue per available
seat mile (cents)

Total revenue per available seat
mile (cents)

Operating cost per available seat
mile including special charges
(cents)(7)

Average yield per revenue
passenger mile (cents)(8)
Average price per gallon of fuel,
excluding fuel taxes (cents)
Average price per gallon of fuel,
including fuel taxes (cents)

Fuel gallons consumed (millions)
Average fare per revenue passenger
Average length of aircraft flight
(miles)

Average daily utilization of each
aircraft (hours)(9)

Actual aircraft in fleet at end of
period(10)

Regional Statistics(11):

Revenue passenger miles
(millions)(4)

Available seat miles (millions)(5)
Passenger load factor(6)

Consolidated Statistics (Mainline
and Regional):

Consolidated passenger load factor
Consolidated breakeven passenger
load factor(12)

Three Months
Ended
March 31, Year Ended December 31,
2004 2003 2003 2002 2001 2000 1999
9,735 9,245 39,861 41,016 44,238 46,896 45,540
14,713 13,274 59,165 59,349 61,140 64,161 60,022
20,270 19,076 78,385 80,122 84,485 86,100 81,946
250 233 917 908 917 1,096 1,000
72.6% 69.6% 75.5% 74.1% 72.4% 74.5% 73.2%
8.55 8.45 8.73 8.61 8.98 9.84 9.12
9.45 9.31 9.64 9.27 9.58 10.52 9.75
9.76 10.25 9.36 9.53 9.22 9.68 9.07
11.78 12.14 11.57 11.63 12.42 13.20 12.45
100.33 98.50 87.18 69.97 78.24 84.21 46.56
104.13 102.83 91.40 74.01 82.48 88.54 50.78
320 305 1,257 1,296 1,426 1,533 1,536
$178.08 $174.27 $171.72 $168.25 $171.59 $180.66 $164.11
1,297 1,257 1,270 1,225 1,185 1,159 1,114
9:35 9:10 9:19 9:31 10:19 10:36 10:29
357 362 355 366 352 371 363
1,542 1,078 5,769 3,952 3,388 2,947 2,149
2,400 1,767 8,425 6,219 5,437 4,735 3,431
64.2% 61.0% 68.5% 63.5% 62.3% 62.2% 62.6%
71.7% 68.9% 74.8% 73.3% 71.8% 73.9% 72.8%
79.9% 84.5% 73.7% 82.5% 73.5% 67.9% 64.0%
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Financial Data Balance Sheet(1):
Assets:
Cash, Cash Equivalents, including Restricted Cash, and
Short-Term Investments
Other Current Assets
Total Property and Equipment, net
Routes and Airport Operating Rights, net
Other Assets

Total Assets

Liabilities and Stockholders Equity:
Current Liabilities
Long-Term Debt and Capital Leases
Deferred Credits and Other Long-Term Liabilities
Stockholders Equity

Total Liabilities and Stockholders Equity

March 31,

2004

December 31,

2003

(In millions of dollars)

$ 1,584
1,219
6,562

868
658

$10,891

$ 3,166
5,602
1,448

675

$10,891

$ 1,600
986
6,488
874

701

$10,649

$ 2,866
5,558
1,433

792

$10,649

(1) Consolidated amounts include ExpressJet for the years ended December 31, 1999 through December 31, 2002. In 2003, ExpressJet is

consolidated through November 12, 2003 and reported using the equity method of accounting thereafter.

(2) Includes the following special expense (income) items (in millions):

Three Months

Ended
March 3

1,

Year Ended December 31,

2004

2003

2003

2002

2001

2000

1999

Operating revenue (income):
Change in expected redemption of frequent flyer mileage

credits sold $ $

Operating expense (income):
Fleet impairment losses and restructuring charges 19
Air Transportation Safety and System Stabilization Act
grant
Security fee reimbursement
Severance and other special charges 36
Nonoperating expense (income):
Gain on sale of investments (after related compensation
expense and including adjustment to fair value of remaining
investment in Orbitz)
Impairment of investments
Cumulative effect of change in accounting principle, net of
taxes

65

$ (24

100

(176)

(305)

$

242

61
417)

63
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®

81

(326)

33

(3) For purposes of calculating this ratio, earnings consist of income before income taxes and cumulative effect of changes in accounting
principles adjusted for undistributed income of companies in which Continental has a minority equity interest plus interest expense (net of
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capitalized interest), the portion of rental expense representative of interest expense and amortization of previously capitalized interest.
Fixed charges consist of interest expenses, the portion of rental expense representative of interest expense, the amount amortized for debt
discount, premium and issuance expense and interest previously capitalized. For the three months ended March 31, 2004 and 2003 and the
years ended December 31, 2002 and 2001, earnings were inadequate to cover fixed charges and the coverage deficiency was $200 million,
$313 million, $640 million and $145 million, respectively.

(4) The number of scheduled miles flown by revenue passengers.
S-16
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The number of seats available for passengers multiplied by the number of scheduled miles those seats are flown.
Revenue passenger miles divided by available seat miles.

Includes special items noted in (2). These special items represented (0.27), (0.34), (0.09), 0.31, (0.36), 0.00 and 0.09 cents of operating
cost per available seat mile in each of the periods, respectively.

The average revenue received for each passenger mile flown.
The average number of hours per day that an aircraft flown in revenue service is operated (from gate departure to gate arrival).

Excludes aircraft that were removed from service.

These statistics reflect operations of Continental Express (as operated by ExpressJet). Pursuant to a capacity purchase agreement,
Continental currently purchases all of ExpressJet s available seat miles for a negotiated price.

The percentage of seats that must be occupied by revenue passengers for us to break even on a net income basis. The special items noted in
(2) included in the consolidated breakeven passenger load factor account for (2.2), (3.0), (4.5), 3.3, (3.0), (0.1), and (2.3) percentage points
in each of the periods, respectively.
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RISK FACTORS

Risk Factors Relating to the Company

Continental Continues to Experience Significant Losses

Since September 11, 2001, Continental has incurred significant losses. Continental reported a net loss of $124 million in the first quarter of
2004 and expects to incur a significant loss for the full year 2004 and beyond. Continental would have recorded a significant loss in 2003 if it
had not recognized after-tax income totaling $247 million related to special items. These losses are primarily attributable to decreased passenger
revenue since September 11, 2001 and recent record high fuel prices. Passenger revenue per available seat mile for Continental s mainline
operations was 11.3% lower for the year ended December 31, 2003 versus 2000 (the last full year before the September 11, 2001 terrorist
attacks), and Continental s overall passenger revenue declined 12.6% during this same period. In addition, crude oil is currently trading around
$40 per barrel. At such prices, Continental faces an additional $700 million in operating expenses for 2004 over what it had originally planned.

Demand for air travel has not recovered to the levels experienced prior to September 11, 2001. Although the global and domestic economy
has improved in recent months, business traffic, Continental s most profitable source of revenue, and yields are down. Continental believes that
reduced demand reflects the weak economy, competition from low-cost carriers, some customers concerns about further terrorist attacks and
reprisals and the hostilities and post-war unrest in Iraq. Continental also believes that demand is weakened by customer dissatisfaction with the
delays of heightened airport security and screening procedures, and by some business travelers switching to lower priced ticket categories and to
low-cost carriers.

Continental cannot predict when or if business traffic or yields will increase, or when or if fuel prices will be significantly reduced. Further,
Continental cannot predict the long-term impact of any changes in fare structures, most importantly in relation to business fares, booking
patterns, low-cost competitor growth, increased usage of regional jets, customers direct booking on the internet, competitor bankruptcies and
other changes in industry structure and conduct, but any of these factors could have a material adverse effect on Continental s financial condition,
liquidity and results of operations.

Record High Fuel Prices Are Significantly Affecting Continental s Operating Results

Fuel costs, which have recently been at unprecedented high levels, constitute a significant portion of Continental s operating expense. Fuel
costs represented approximately 14.5% of Continental s operating expenses for the year ended December 31, 2003 and 11.7% of Continental s
operating expenses for the year ended December 31, 2002. Fuel costs represented approximately 13.9% of Continental s operating expenses for
the three months ended March 31, 2004. Based on current prices, Continental expects to incur an additional $700 million in annual operating
expenses for 2004 over what it had originally planned. In addition, Continental expects to post a loss in the quarter ending June 30, 2004 and a
significant loss for 2004 and beyond.

From time to time Continental enters into petroleum swap contracts, petroleum call option contracts and/or jet fuel purchase commitments
to provide some short-term protection (generally three to six months) against a sharp increase in jet fuel prices. Depending upon the hedging
method employed, Continental s strategy may limit its ability to benefit from declines in fuel prices. Continental has hedged 80% of its estimated
second quarter 2004 fuel requirements and approximately 25% of its estimated third and fourth quarter 2004 fuel requirements with petroleum
call options at a strike price of $40 per barrel. An additional 20% of Continental s estimated third and fourth quarter 2004 fuel requirements are
hedged with petroleum call options at a strike price of $32 per barrel.

Continental is also at risk for ExpressJet s fuel costs in excess of a negotiated cap. Under Continental s capacity purchase agreement and a
related fuel purchase agreement with ExpressJet, ExpressJet s fuel costs were capped at 66.0 cents per gallon in 2003 and will remain capped at
this level in 2004. Fuel costs incurred by ExpressJet in excess of this cap totaled $20 million during the three months ended March 31, 2004.
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In addition, fuel prices and supplies are influenced significantly by international political and economic circumstances, such as the political
crises in Venezuela and Nigeria in late 2002 and early 2003 and post-war unrest in Iraq, as well as OPEC production decisions, a disruption of
oil imports, other conflicts in the Middle East, environmental concerns, weather and other unpredictable events. These or other factors could
result in even higher fuel prices, a reduction of Continental s scheduled airline service or both.

Continental s High Leverage May Affect its Ability to Satisfy its Significant Financing Needs or Meet its Obligations
As is the case with its principal competitors, Continental has a high proportion of debt compared to its equity capital.

As of March 31, 2004 Continental had approximately:

$6.1 billion (including current maturities) of long-term debt and capital lease obligations.
$675 million of stockholders equity.

$1.6 billion in consolidated cash, cash equivalents and short-term investments (of which $175 million is restricted cash).

Continental s long-term debt and capital lease obligations coming due in 2004 total approximately $397 million and $25 million, respectively.
Continental also has significant operating leases and facility rental costs. For the year ended December 31, 2003, annual aircraft and facility
rental expense under operating leases approximated $1.3 billion.

In addition, Continental has substantial commitments for capital expenditures, including for the acquisition of new aircraft. As of March 31,
2004, Continental had firm commitments for 56 aircraft from Boeing, with an estimated cost of approximately $2.1 billion and options to
purchase an additional 84 Boeing aircraft. Continental expects to take delivery of a total of nine Boeing aircraft over the remaining months of
2004, seven Boeing aircraft in 2005 and none in 2006 and 2007, with delivery of the remaining 40 aircraft occurring in 2008 and 2009.
Continental currently has agreements for the financing for all nine aircraft to be delivered in the final three quarters of 2004. Continental can
provide no assurance that sufficient financing will be available for the other aircraft on order that will be delivered after this year or other related
capital expenditures.

Continental has a noncontributory defined benefit pension plan covering substantially all of Continental s employees. Although Continental s
2004 minimum funding requirements are not expected to be significant, Continental had originally planned to contribute approximately
$300 million to its pension plan in 2004 to maintain the plan s funding at 90% of its current liability. However, due to record high fuel prices and
the weak revenue environment, Continental currently expects to apply for relief under the recently enacted Pension Funding Equity Act for
pension contributions otherwise due in 2004 and 2005. Continental made no contributions to the plan in the three months ended March 31, 2004.

Additional financing will be needed to satisfy Continental s capital commitments. Continental cannot predict whether sufficient financing
will be available. On several occasions subsequent to September 11, 2001, Moody s and Standard & Poor s both downgraded the credit ratings of
a number of major airlines, including Continental. Additional downgrades to Continental s credit ratings were made in March and April 2003 and
further downgrades are possible. As of March 31, 2004, Continental s senior unsecured debt was rated Caa2 by Moody s and CCC+ by Standard
and Poor s. Reductions in Continental s credit ratings have increased the interest Continental pays on new issuances of debt and may increase the
cost and reduce the availability of the financing to Continental in the future. Continental does not have any debt obligations that would be
accelerated as a result of a credit rating downgrade. However, Continental would have to post additional collateral of approximately $60 million
under its credit card processing agreement if its debt rating falls below Caa3 as rated by Moody s or CCC- as rated by Standard and Poor s.

Continental s credit card processing agreement also contains certain financial covenants which require, among other things, Continental to
maintain a minimum EBITDAR (generally, earnings before interest,
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taxes, depreciation, amortization and rentals, adjusted for certain special charges) to fixed charges (generally, interest and total rentals) ratio of
1.1 to 1.0 for the five-year term of the agreement. The liquidity covenant in the agreement requires Continental to maintain a minimum level of
$1.0 billion of unrestricted cash and short-term investments. Continental is currently in compliance with these covenants and expects to be able
to continue to comply with them through the end of 2004. Continental cannot currently predict whether it will be able to comply with these
covenants beyond this year. Failure to do so would result in Continental s being required to post up to an additional $300 million of cash
collateral.

Increased Labor Costs or Labor Disruptions Could Impact Continental s Results of Operations

Labor costs constitute a significant percentage of Continental s total operating costs. In 2003, labor costs (including employee incentives)
constituted 35.3% of Continental s total operating expenses. Labor costs include the impact of consolidating the results of ExpressJet through
November 12, 2003.

Many of Continental s work groups are represented by unions. Continental s mechanics, represented by the International Brotherhood of
Teamsters (the Teamsters ), ratified a new four-year collective bargaining agreement in December 2002 that made an adjustment to current pay
and recognized current industry conditions. This agreement became amendable with respect to wages, pension and health insurance provisions
on December 31, 2003. Negotiations commenced with the Teamsters regarding these subjects in December 2003 and are continuing. Work rules
and other contractual items are established through 2006. The collective bargaining agreement between Continental and its dispatchers (who are
represented by the Transportation Workers Union (the TWU )), became amendable in October 2003. Negotiations commenced with the TWU in
September 2003 and are continuing. The collective bargaining agreement between Continental and its pilots (who are represented by the Air
Line Pilots Association) became amendable in October 2002. After being deferred due to the economic uncertainty following the September 11,
2001 terrorist attacks, negotiations recommenced in September 2002 and are continuing. Continental cannot predict the outcome of these
negotiations or the financial impact on Continental of any new labor contracts.

Expresslet is also currently engaged in labor negotiations with its pilots and mechanics. ExpressJet and its unions have requested the
assistance of federal mediators in the negotiations. A labor disruption by either the pilots union or the mechanics union resulting in a prolonged
significant reduction in ExpressJet s flights could have a material adverse impact on Continental s cash flows, results of operations and financial
condition.

US Airways Group, Inc. ( US Airways ) and United Air Lines, Inc. ( United ) have significantly decreased their labor costs during their
bankruptcy cases. During 2003, American Airlines, Inc. ( American Airlines ) agreed with its major labor groups on significant labor cost
reductions. Delta and Northwest Airlines have each announced that they are seeking to decrease their labor costs significantly. In May 2004,
Continental announced that if economic conditions in the industry do not improve, it will be forced to seek wage and benefit concessions and
furloughs. Although Continental enjoys generally good relations with its employees, Continental can provide no assurance that it will not
experience labor disruptions in the future. Any disruptions which result in a prolonged significant reduction in flights would have a material
adverse impact on Continental s results of operations and financial condition.

Risk Factors Relating to the Airline Industry

The 2001 Terrorist Attacks and the War in Iraq Have Adversely Affected, and Any Additional Terrorist Attacks or Hostilities May
Further Adversely Affect, Continental s Financial Condition, Results of Operations and Prospects

As described in greater detail in Continental s filings with the Commission, the terrorist attacks of September 11, 2001 involving commercial
aircraft adversely affected Continental s financial condition, results of operations and prospects, and the airline industry generally. Among the
effects Continental experienced from the September 11, 2001 terrorist attacks were substantial flight disruption costs caused by the Federal
Aviation Administration ( FAA )-imposed grounding of the U.S. airline industry s fleet, significantly increased security, insurance and other costs,
significantly higher ticket refunds and significantly decreased traffic. The adverse effects of the terrorist attacks have been mitigated by
subsequent increases in traffic,
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Continental s cost-cutting measures, the Air Transportation Safety and System Stabilization Act and the Emergency Wartime Supplemental
Appropriations Act.

Additional terrorist attacks, even if not made directly on the airline industry, or the fear of such attacks (including elevated national threat
warnings or selective cancellation or redirection of flights due to terror threats), could negatively affect Continental and the airline industry. The
war in Iraq last year further decreased demand for air travel during the first half of 2003, especially in transatlantic markets, and additional
international hostilities could potentially have a material adverse impact on Continental s financial condition, liquidity and results of operations.
Continental s financial resources might not be sufficient to absorb the adverse effects of any further terrorist attacks or an increase in post-war
unrest in Iraq or other international hostilities involving the United States.

The Airline Industry is Highly Competitive and Susceptible to Price Discounting

The airline industry is highly competitive and susceptible to price discounting. Carriers use discount fares to stimulate traffic during periods
of slack demand, to generate cash flow and to increase market share. Some of Continental s competitors have substantially greater financial
resources or lower cost structures than Continental has, or both. In recent years, the market share held by low cost carriers has increased
significantly and is expected to continue to increase, which is dramatically changing the airline industry. In addition, other major carriers have
reduced their costs through bankruptcy reorganizations or negotiations using the threat of bankruptcy.

The airline industry is increasingly characterized by substantial price competition. As many low-cost carriers have introduced lower and
simplified fare structures (such as eliminating Saturday-night stay requirements, shortening advance purchase requirements and reducing the
number of fare classes), in many instances on certain routes Continental has had to match those fare levels to remain competitive. Further fare
reductions or simplification of fare structures may occur in the future as these low-cost carriers continue to grow or if one or more network
carriers simplify their fare structures. If fare reductions are not offset by increases in passenger traffic, cost reductions, or both, Continental s
operating results will be negatively impacted.

Airline profit levels are highly sensitive to changes in fuel costs, fare levels and passenger demand. Passenger demand and fare levels are
influenced by, among other things, the state of the global economy, domestic and international events, airline capacity and pricing actions taken
by carriers. The September 11, 2001 terrorist attacks, the weak economy, turbulent international events (including the war in Iraq), high fuel
prices and extensive price discounting by carriers have resulted in dramatic losses for Continental and the airline industry generally. Continental
cannot predict when or if conditions will improve. US Airways, United and several small competitors have filed for bankruptcy protection,
although US Airways emerged from bankruptcy on March 31, 2003. Other carriers could file for bankruptcy or threaten to do so to reduce their
costs, and US Airways has stated that it might file for bankruptcy protection again. Carriers operating under bankruptcy protection can operate in
a manner that would be adverse to Continental, and could emerge from bankruptcy as more vigorous competitors with substantially lower costs.

Since its deregulation in 1978, the U.S. airline industry has undergone substantial consolidation, and it may in the future experience
additional consolidation. Continental routinely monitors changes in the competitive landscape and engages in analysis and discussions regarding
its strategic position, including alliances, asset acquisitions and business combination transactions. Continental has had, and expects to continue
to have, discussions with third parties regarding strategic alternatives. The impact of any consolidation within the U.S. airline industry cannot be
predicted at this time.

Additional Security Requirements May Increase Continental s Costs and Decrease Its Traffic

Since September 11, 2001, the Department of Homeland Security ( DHS ) and Transportation Security Administration (the TSA ) have
implemented numerous security measures that affect airline operations and costs, and are likely to implement additional measures in the future.
Most recently, DHS has begun to implement US VISIT (a program of fingerprinting and photographing foreign visa holders), has
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announced that it will implement CAPPS II (use of passenger data for evaluating security measures to be taken with respect to individual
passengers), has expanded the use of federal air marshals on Continental s flights (thus displacing additional revenue passengers), has begun
investigating requiring installation of aircraft security systems (such as active devices on commercial aircraft as countermeasures against
portable surface to air missiles) and has expanded cargo and baggage screening. DHS has also required certain flights to be cancelled on short
notice for security reasons, and has required certain airports to remain at higher security levels than other locations.

In addition, foreign governments have also begun to institute additional security measures at foreign airports that Continental serves, out of
their own security concerns, or in response to U.S.-imposed security measures.

A large part of the costs of these security measures is borne by the airlines and their passengers, and Continental believes that these and
other security measures have the effect of increasing the hassle of air transportation as compared to other modes of transportation in general and
thus decreasing traffic. Security measures imposed by the U.S. and foreign governments after September 11, 2001 have increased Continental s
costs and adversely affected Continental and its financial results, and additional such measures taken in the future may result in similar adverse
effects.

Extensive Government Regulation Could Increase Continental s Operating Costs and Restrict Its Ability to Conduct Its Business

As evidenced by the enactment of the Aviation and Transportation Security Act, airlines are subject to extensive regulatory and legal
compliance requirements that result in significant costs. Additional laws, regulations, taxes and airport rates and charges have been proposed
from time to time that could significantly increase the cost of airline operations or reduce revenue. The FAA from time to time issues directives
and other regulations relating to the maintenance and operation of aircraft that require significant expenditures. Some FAA requirements cover,
among other things, retirement of older aircraft, security measures, collision avoidance systems, airborne windshear avoidance systems, noise
abatement and other environmental concerns, commuter aircraft safety and increased inspections and maintenance procedures to be conducted
on older aircraft. Continental expects to continue incurring expenses to comply with the FAA s regulations.

Many aspects of airlines operations are also subject to increasingly stringent federal, state and local laws protecting the environment. Future
regulatory developments in the U.S. and abroad could adversely affect operations and increase operating costs in the airline industry. For
example, potential future actions that may be taken by the U.S. government, foreign governments, or the International Civil Aviation
Organization to limit the emission of greenhouse gases by the aviation sector are unknown at this time, but the adverse impact to Continental and
its industry could be significant.

Additionally, because of significantly higher security and other costs incurred by airports since September 11, 2001, many airports have
significantly increased their rates and charges to air carriers, including to Continental, and may do so again in the future. Restrictions on the
ownership and transfer of airline routes and takeoff and landing slots have also been proposed. The ability of U.S. carriers to operate
international routes is subject to change because the applicable arrangements between the United States and foreign governments may be
amended from time to time, or because appropriate slots or facilities are not made available. Continental cannot provide assurance that current
laws and regulations, or laws or regulations enacted in the future, will not adversely affect it.

Continental s Results of Operations Fluctuate due to Seasonality and Other Factors Associated with the Airline Industry

Due to greater demand for air travel during the summer months, revenue in the airline industry in the second and third quarters of the year is
generally stronger than revenue in the first and fourth quarters of the year for most U.S. air carriers. Continental s results of operations generally
reflect this seasonality, but have also been impacted by numerous other factors that are not necessarily seasonal, including excise and similar
taxes, weather, air traffic control delays and general economic conditions, as well as the other factors discussed
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above. As a result, Continental s operating results for a quarterly period are not necessarily indicative of operating results for an entire year, and
historical operating results are not necessarily indicative of future operating results.

Risk Factors Relating to the Certificates and the Offering

Appraisals and Realizable Value of Aircraft

Three independent appraisal and consulting firms have prepared appraisals of the Aircraft. Letters summarizing such appraisals are annexed
to this Prospectus Supplement as Appendix II. Such appraisals are based on varying assumptions and methodologies, which differ among the
appraisers, and were prepared without physical inspection of the Aircraft. Appraisals that are based on other assumptions and methodologies
may result in valuations that are materially different from those contained in such appraisals. See Description of the Aircraft and the Appraisals
The Appraisals .

An appraisal is only an estimate of value. It does not indicate the price at which an Aircraft may be purchased from the Aircraft
manufacturer. Nor should an appraisal be relied upon as a measure of realizable value. The proceeds realized upon a sale of any Aircraft may be
less than its appraised value. In particular, the appraisals of the Aircraft yet to be delivered are estimates of values as of such future delivery
dates. The value of an Aircraft if remedies are exercised under the applicable Indenture will depend on market and economic conditions, the
supply of similar aircraft, the availability of buyers, the condition of the Aircraft and other factors. Accordingly, we cannot assure you that the
proceeds realized upon any such exercise of remedies would be sufficient to satisfy in full payments due on the Certificates.

Control over Collateral; Sale of Collateral

If an Indenture Default is continuing, subject to certain conditions, the Loan Trustee under such Indenture will be directed by the
Controlling Party in exercising remedies under such Indenture, including accelerating the applicable Equipment Notes or foreclosing the lien on
the Aircraft securing such Equipment Notes. See Description of the Certificates Indenture Defaults and Certain Rights Upon an Indenture
Default .

The Controlling Party will be:

The Trustee.

Under certain circumstances, and notwithstanding the foregoing, the Liquidity Provider with the highest aggregate amount of Liquidity
Obligations owed to it.

During the continuation of any Indenture Default, the Controlling Party may direct the acceleration and sale of the Equipment Notes issued
under such Indenture. The market for Equipment Notes during any Indenture Default may be very limited, and there can be no assurance as to
the price at which they could be sold. If the Controlling Party directs the sale of any Equipment Notes for less than their outstanding principal
amount, Certificateholders will receive a smaller amount of principal distributions than anticipated and will not have any claim for the shortfall
against Continental, any Owner Trustee, any Owner Participant or the Trustee.

The Liquidity Facilities May Not Fully Cover 18 Interest Payments

Although the amount available under the Liquidity Facilities will initially be based on the Pool Balance of the Certificates, if an Aircraft has
been disposed of pursuant to the exercise of remedies under an Indenture, the Pool Balance for purposes of determining the amount available
under the Liquidity Facilities will be deemed to be reduced by the outstanding principal amount of the Equipment Note secured by such Aircraft
that remains unpaid after giving effect to the application under such Indenture of proceeds from the disposition of such Aircraft and any amounts
otherwise received from Continental in connection with such disposition at or prior to the time of such disposition. In addition, in the case of any
sale of any Equipment Note pursuant to the Intercreditor Agreement, the Pool Balance for purposes of determining the amount available under
the Liquidity Facilities will be deemed to be reduced by the excess of (i) the outstanding amount of principal under such Equipment Note as of
the date of sale of such Equipment Note over (ii) the

S-23

31



Edgar Filing: CONTINENTAL AIRLINES INC /DE/ - Form 424B3

excess of (x) the net purchase price received with respect to the sale of such Equipment Note over (y) the outstanding amount of interest accrued
and payable under such Equipment Note as of the date of sale of such Equipment Note. Accordingly, the Liquidity Facilities may not fully cover
18 monthly interest payments. See Description of the Liquidity Facilities Drawings.

Ratings of the Certificates

It is a condition to the issuance of the Certificates that they be rated not lower than Ba3 by Moody s and BBB- by Standard & Poor s. A
rating is not a recommendation to purchase, hold or sell Certificates, since such rating does not address market price or suitability for a particular
investor. A rating may not remain for any given period of time and may be lowered or withdrawn entirely by a Rating Agency if in its judgment
circumstances in the future (including the downgrading of Continental, the Depositary or a Liquidity Provider) so warrant.

The rating of the Certificates is based primarily on the default risk of the Equipment Notes and the Depositary, the availability of the
Liquidity Facilities for the benefit of holders of the Certificates and the collateral value provided by the Aircraft relating to the Equipment Notes.
Standard & Poor s has indicated that its rating applies to a unit consisting of Certificates representing the Trust Property and Escrow Receipts
initially representing undivided interests in certain rights to $299,603,000 (less any amounts used to purchase Equipment Notes on the Issuance
Date) of Deposits. Amounts deposited under the Escrow Agreement are not property of Continental and are not entitled to the benefits of
Section 1110 of the U.S. Bankruptcy Code. Neither the Certificates nor the Escrow Receipts may be separately assigned or transferred.

Return of Escrowed Funds

Under certain circumstances, all of the funds held in escrow as Deposits may not be used to purchase Equipment Notes by the deadline
established for purposes of this offering. See Description of the Deposit Agreement Unused Deposits . If any funds remain as Deposits after such
deadline, they will be withdrawn by the Escrow Agent and distributed, with accrued and unpaid interest but without any premium, to the
Certificateholders.

Limited Ability to Resell the Certificates

Prior to this offering, there has been no public market for the Certificates. Neither Continental nor the Trust intends to apply for listing of
the Certificates on any securities exchange or otherwise. The Underwriters may assist in resales of the Certificates, but they are not required to
do so. A secondary market for the Certificates may not develop. If a secondary market does develop, it might not continue or it might not be
sufficiently liquid to allow you to resell any of your Certificates.

USE OF PROCEEDS

The proceeds from the sale of the Certificates being offered hereby will be used by the Trustee to purchase Equipment Notes during the
Delivery Period issued by each Owner Trustee to finance a portion of the purchase price of its Aircraft. The proceeds of the Equipment Notes
issued with respect to Aircraft that have previously been delivered to Continental will be distributed by the Owner Trustee to its Owner
Participant, which is an affiliate of Embraer. To the extent not used to purchase Equipment Notes upon the issuance of the Certificates, the
proceeds from the sale of the Certificates will be deposited with the Depositary on behalf of the Escrow Agent for the benefit of the
Certificateholders.
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THE COMPANY

Continental Airlines, Inc. ( Continental or the Company ) is a major United States air carrier engaged in the business of transporting
passengers, cargo and mail. Continental is the fifth largest United States airline (as measured by the number of scheduled miles flown by
revenue passengers, known as revenue passenger miles, in 2003) and, together with ExpressJet Airlines, Inc. (operating as Continental Express
and referred to in this Prospectus Supplement as ExpressJet ) and Continental s wholly owned subsidiary, Continental Micronesia, Inc. ( CMI ),
served 228 airports worldwide at April 30, 2004. As of April 30, 2004, Continental flew to 125 domestic and 103 international destinations and
offered additional connecting service through alliances with domestic and foreign carriers. Continental directly served 16 European cities, seven
South American cities, Tel Aviv, Hong Kong and Tokyo as of April 30, 2004, and is one of the leading airlines providing service to Mexico and
Central America, serving 33 cities, more destinations than any other United States airline. Through its Guam hub, CMI provides extensive
service in the western Pacific, including service to more Japanese cities than any other United States carrier. The Company s executive offices
are located at 1600 Smith Street, Houston, Texas 77002. The Company s telephone number is (713) 324-2950.

Domestic Operations

Continental operates its domestic route system primarily through its hubs in the New York metropolitan area at Newark Liberty
International Airport ( Liberty International or Newark ), in Houston, Texas at George Bush Intercontinental Airport ( Bush Intercontinental or
Houston ) and in Cleveland, Ohio at Hopkins International Airport ( Hopkins International ). Continental s hub system allows it to transport
passengers between a large number of destinations with substantially more frequent service than if each route were served directly. The hub
system also allows Continental to add service to a new destination from a large number of cities using only one or a limited number of aircraft.
As of April 30, 2004, Continental and ExpressJet operated 69% of the average daily jet departures from Liberty International, 84% of the
average daily jet departures from Bush Intercontinental, and 68% of the average daily jet departures from Hopkins International (in each case
including regional jets). Each of Continental s domestic hubs is located in a large business and population center, contributing to a high volume
of origin and destination traffic.

ExpressJet

Continental s mainline jet service at each of its domestic hub cities is coordinated with ExpressJet, which operates new-generation regional
jets. In April 2002, ExpressJet Holdings, Inc. ( Holdings ), Continental s then wholly owned subsidiary and the sole stockholder of ExpressJet,
sold 10 million shares of its common stock in an initial public offering and used the net proceeds to repay $147 million of ExpressJet s
indebtedness to Continental. In addition, Continental sold 20 million of its shares of Holdings common stock in the offering for net proceeds of
$300 million. At Continental s request, Holdings filed a shelf registration statement with the Commission on May 1, 2003 relating to the
remaining shares of Holdings common stock held by Continental to enable Continental to sell such common stock free of certain restrictions
under the Securities Act. During the quarter ended September 30, 2003, Holdings repurchased approximately 9.8 million shares of its common
stock from Continental, reducing Continental s ownership of Holdings to 44.6%. On September 9, 2003, Continental contributed approximately
7.4 million shares of Holdings common stock to its defined benefit pension plan, further reducing Continental s ownership of Holdings to 30.9%
as of September 30, 2003. At November 12, 2003, the independent trustee of the defined benefit pension plan sold a sufficient number of shares
of Holdings so that Continental no longer consolidates Holdings, effective as of that date. Continental does not currently intend to remain a
stockholder of Holdings over the long term. Subject to market conditions, Continental expects to sell or otherwise dispose of some or all of its
shares of Holdings common stock in the future.

Effective January 1, 2001, Continental entered into a capacity purchase agreement with ExpressJet pursuant to which Continental currently
purchases all of ExpressJet s available seat miles for a negotiated price. Under the agreement, ExpressJet has the right through December 31,
2006 to be Continental s sole provider of regional jet service from Continental s hubs. Continental is responsible for all scheduling, pricing and
seat inventories of ExpressJet s flights and is entitled to all revenue associated with those flights. Continental pays ExpressJet based on scheduled
block hours (the hours from departure gate to arrival gate) in
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accordance with a formula designed to provide ExpressJet with an operating margin of approximately 10% before taking into account variations
in some costs and expenses that are generally controllable by ExpressJet. Expresslet s overall operating margin was 13.9% in 2003. Continental
assumes the risk of revenue volatility associated with fares and passenger traffic, price volatility for specified expense items such as fuel and the
cost of all distribution and revenue-related costs. The capacity purchase agreement replaced Continental s prior revenue-sharing arrangement.

As of April 30, 2004, ExpressJet served 107 destinations in the U.S., 19 cities in Mexico and 5 cities in Canada. Since December 2002,
Expresslet s fleet has been comprised entirely of regional jets. Continental believes ExpressJet s regional jet service complements Continental s
operations by carrying traffic that connects onto Continental s mainline jets and allowing more frequent flights to smaller cities than could be
provided economically with larger jet aircraft. Continental believes that ExpressJet s regional jets provide greater comfort and enjoy better
customer acceptance than turboprop aircraft. The regional jets also allow ExpressJet to serve certain routes that cannot be served by turboprop
aircraft. Additional commuter feed traffic is currently provided to Continental by other codesharing partners.

Domestic Carrier Alliances

Continental has entered into alliance agreements, which are also referred to as codeshare agreements or cooperative marketing agreements,
with other carriers. These relationships may include (a) codesharing (one carrier placing its name and flight number, or code , on flights operated
by the other carrier), (b) reciprocal frequent flyer program participation, reciprocal airport lounge access and other joint activities (such as
seamless check-in at airports) or (c) block space arrangements (carriers agree to share capacity and bear economic risk for blocks of seats on
certain routes). Except for Continental s relationship with ExpressJet, all of Continental s codeshare relationships are free-sell codeshares, where
the marketing carrier sells seats on the operating carrier s flights from the operating carrier s inventory, but takes no inventory risk. In contrast, in
a block space relationship, the marketing carrier is committed to purchase a set number of seats on the operating carrier, sells seats to the public
from this purchased inventory and is at economic risk for the purchased seats that it is unable to sell. Some relationships may include other
cooperative undertakings such as joint purchasing, joint corporate sale contracts, airport handling, facilities sharing or joint technology
development.

Continental has a long-term global alliance with Northwest Airlines, Inc. ( Northwest Airlines ) through 2025, subject to earlier termination
by either carrier in the event of certain changes in control of either Northwest Airlines or Continental. The alliance with Northwest Airlines
provides for each carrier placing its code on a large number of the flights of the other, reciprocity of frequent flyer programs and airport lounge
access, and other joint marketing activities. Northwest Airlines and Continental also have joint contracts with major corporations and travel
agents designed to create access to a broader product line encompassing the route systems of both carriers.

In response to the dramatic changes occurring in the airline industry, including a marketing alliance between United and US Airways,
Continental signed a marketing agreement with Northwest Airlines and Delta Air Lines, Inc. ( Delta ) in August 2002 to permit it to compete
more effectively with other carriers and alliance groups. As with the alliance with Northwest Airlines, this alliance involves codesharing,
reciprocal frequent flyer benefits and reciprocal airport lounge privileges. Implementation of this marketing alliance began in June 2003.

Continental also has domestic codesharing agreements with Gulfstream International Airlines, Inc., Mesaba Aviation, Inc., Hawaiian
Airlines, Inc., Alaska Airlines, Inc., Horizon Airlines, Inc., Champlain Enterprises, Inc. (CommutAir), Hyannis Air Service, Inc. (Cape Air),
SkyWest Airlines, Inc. and American Eagle Airlines, Inc. In 2002, Continental introduced the first train-to-plane alliance in the United States
with Amtrak.

International Operations

Continental directly serves destinations throughout Europe, Canada, Mexico, Central and South America and the Caribbean as well as Tel
Aviv, Hong Kong and Tokyo. Continental also provides service to numerous
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other destinations through codesharing arrangements with other carriers and has extensive operations in the western Pacific conducted by CMI.
As measured by 2003 available seat miles, approximately 39% of Continental s mainline jet operations, including CMI, were dedicated to
international traffic.

Continental s New York/ Newark hub is a significant international gateway. From Liberty International, at April 30, 2004 Continental and
ExpressJet served 16 European cities, five Canadian cities, six Mexican cities, six Central American cities, four South American cities, 17
Caribbean destinations, Tel Aviv, Hong Kong and Tokyo.

Continental s Houston hub is the focus of its operations in Mexico and Central America. As of April 30, 2004, Continental and ExpressJet
flew from Bush Intercontinental to 24 cities in Mexico, every country in Central America, seven cities in South America, four cities in Canada,
three cities in Europe, four Caribbean destinations and Tokyo.

From Continental s Cleveland hub, Continental and ExpressJet flew to Montreal, Toronto, San Juan, Nassau and Cancun as of April 30,
2004.

Continental Micronesia

From its hub operations based on the island of Guam, as of April 30, 2004, CMI provided service to seven cities in Japan, more than any
other United States carrier, as well as other Pacific Rim destinations, including Taiwan, the Philippines, Hong Kong, Australia and Indonesia.

CMI is the principal air carrier in the Micronesian Islands, where it pioneered scheduled air service in 1968. CMI s route system is linked to
the United States market through Hong Kong, Tokyo and Honolulu, each of which CMI serves non-stop from Guam. CMI and Continental also
maintain a codesharing agreement and coordinate schedules on certain flights from the United States to Honolulu, and from Honolulu to Guam,
to facilitate travel from the United States into CMI s route system.

Foreign Carrier Alliances

Continental seeks to develop international alliance relationships that complement Continental s own route system and permit expanded
service through its hubs to major international destinations. International alliances assist Continental in the development of its route structure by
enabling Continental to offer more frequencies in a market, provide passengers connecting service from Continental s international flights to
other destinations beyond an alliance partner s hub, and expand the product line that Continental may offer in a foreign destination.

In October 2001, Continental announced that it had signed a cooperative marketing agreement with KLM Royal Dutch Airlines ( KLM ) that
includes extensive codesharing and reciprocal frequent flyer program participation and airport lounge access. As of December 31, 2003,
Continental places its code on selected flights operated by KLM and KLM Cityhopper from Amsterdam to more than 68 destinations in Europe,
Africa and the Middle East, and KLLM placed its code on selected flights to U.S. destinations operated by Continental beyond its New York and
Houston hubs. In addition, members of each carrier s frequent flyer program are able to earn mileage anywhere on the other s global route
network, as well as the global network of Northwest Airlines. The cooperative agreement was extended in June 2003 and currently terminates in
2010.

Continental also currently has international codesharing agreements with Air Europa, EVA Airways Corporation (an airline based in
Taiwan), British European, Virgin Atlantic Airways, Emirates (based in Dubai, U.A.E.) and Compania Panamena de Aviacion, S.A. ( Copa ).
Continental owns 49% of the common equity of Copa. In February 2003, Continental launched an air/rail codeshare agreement with the French
high speed rail provider SNCF TGV. In addition, Continental has entered into an agreement with AeroMexico for reciprocal code-sharing,
frequent flyer benefits and airport lounge access and into an agreement with Maersk Air of Denmark for one-way codesharing and frequent flyer
benefits to select destinations in Denmark. Code-sharing with Maersk Air began June 5, 2004. The expected launch date for the agreement
between Continental and AeroMexico is later in June 2004.
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DESCRIPTION OF THE CERTIFICATES

The following summary describes the material terms of the Certificates and supplements (or, to the extent inconsistent therewith, replaces)

the description of the general terms and provisions of the Certificates set forth in the Prospectus accompanying this Prospectus Supplement (the
Prospectus ). The summary does not purport to be complete and is qualified in its entirety by reference to all of the provisions of the Basic

Agreement, which was filed with the Securities and Exchange Commission (the Commission ) as an exhibit to Continental s Current Report on
Form 8-K dated September 25, 1997, and to all of the provisions of the Certificates, the Trust Supplement for the Trust, the Deposit Agreement,
the Escrow Agreement and the Intercreditor Agreement, each of which will be filed as an exhibit to a Current Report on Form 8-K to be filed by
Continental with the Commission. The references to Sections in parentheses in the following summary are to the relevant Sections of the Basic
Agreement unless otherwise indicated.

General

Each Pass Through Certificate will represent a fractional undivided interest in the Continental Airlines 2004-ERJ1 Pass Through Trust (the
Trust ). The Trust will be formed pursuant to a pass through trust agreement between Continental and Wilmington Trust Company, as trustee (the
Trustee ), dated as of September 25, 1997 (the Basic Agreement ), and a supplement thereto (the Trust Supplement and, together with the Basic
Agreement, the Pass Through Trust Agreement ) between Continental and the Trustee. The Certificates to be issued by the Trust are referred to
herein as the Class A Certificates or the Certificates .

Each Certificate will represent a fractional undivided interest in the Trust. (Section 2.01) The Trust Property of the Trust (the Trust
Property ) will consist of:

Subject to the Intercreditor Agreement, Equipment Notes acquired under the Note Purchase Agreement and issued during the Delivery
Period on a nonrecourse basis by each of the Owner Trustees in connection with each of the 26 separate leveraged lease transactions to
finance a portion of the purchase price of each of the 26 Aircraft.

The rights of the Trust to acquire Equipment Notes under the Note Purchase Agreement.

The rights of the Trust under the Escrow Agreement to request the Escrow Agent to withdraw from the Depositary funds sufficient to
enable the Trust to purchase Equipment Notes on the financing of an Aircraft during the Delivery Period.

The rights of the Trust under the Intercreditor Agreement (including all monies receivable in respect of such rights).
All monies receivable under the Liquidity Facilities.

Funds from time to time deposited with the Trustee in accounts relating to the Trust.

The Certificates will be issued in fully registered form only and will be subject to the provisions described below under =~ Book-Entry;
Delivery and Form . Certificates will be issued only in minimum denominations of $1,000 or integral multiples thereof, except that one
Certificate may be issued in a different denomination. (Section 3.01)

The Certificates represent interests in the Trust, and all payments and distributions thereon will be made only from the Trust Property.
(Section 3.09) The Certificates do not represent an interest in or obligation of Continental, the Trustee, any of the Loan Trustees or Owner
Trustees in their individual capacities, any Owner Participant or any affiliate of any thereof.

Pursuant to the Escrow Agreement, the Certificateholders as holders of the Escrow Receipts affixed to each Certificate are entitled to certain
rights with respect to the Deposits. Accordingly, any transfer of a Certificate will have the effect of transferring the corresponding rights with
respect to the Deposits, and rights with respect to the Deposits may not be separately transferred by holders of the Certificates (the
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Certificateholders ). Rights with respect to the Deposits and the Escrow Agreement, except for the right to request withdrawals for the purchase
of Equipment Notes, will not constitute Trust Property.

Distributions

The distribution terms of the Certificates vary depending upon whether a Triggering Event has occurred. Triggering Event means (x) the
occurrence of an Indenture Default under all Indentures resulting in a PTC Event of Default, (y) the acceleration of all of the outstanding
Equipment Notes (provided that during the Delivery Period the aggregate principal amount thereof exceeds $200 million) or (z) certain
bankruptcy or insolvency events involving Continental.

Before a Triggering Event

On each Regular Distribution Date or Special Distribution Date (each, a Distribution Date ), so long as no Triggering Event shall have
occurred (whether or not continuing), all payments received by the Subordination Agent in respect of Equipment Notes and certain other
payments under the related Indenture will be distributed under the Intercreditor Agreement in the following order:

To the Liquidity Providers to the extent required to pay the Liquidity Expenses.

To the Liquidity Providers to the extent required to pay interest accrued on the Liquidity Obligations and to pay the outstanding amount
of any CNAI Special Termination Drawing.

To the Liquidity Providers to the extent required to pay or reimburse each Liquidity Provider for certain Liquidity Obligations (other than
amounts payable pursuant to the two preceding clauses) and, if applicable, to replenish each Sub-Account of the Cash Collateral Account
up to its Required Amount.

To the Trustee to the extent required to pay Expected Distributions on the Certificates.
To the Subordination Agent and the Trustee for the payment of certain fees and expenses.

After a Triggering Event

Upon the occurrence of a Triggering Event and at all times thereafter, all payments received by the Subordination Agent in respect of the
Equipment Notes and certain other payments will be distributed under the Intercreditor Agreement in the following order:

To the Subordination Agent, the Trustee, any Certificateholder and the Liquidity Providers to the extent required to pay Administration
Expenses and, if the Subordination Agent shall have requested the initial Appraisals and only so long as a Triggering Event shall be
continuing, to fund or replenish the Reserve Account up to the Reserve Amount, but in no event (other than the initial funding of the
Reserve Account) more than $25,000 in the aggregate during any calendar year.

To the Liquidity Providers to the extent required to pay the Liquidity Expenses.

To the Liquidity Providers to the extent required to pay interest accrued on the Liquidity Obligations and to pay the outstanding amount
of any CNAI Special Termination Drawing.

To the Liquidity Providers to the extent required to pay the outstanding amount of all Liquidity Obligations and, if applicable, unless

(x) less than 65% of the aggregate outstanding principal amount of all Equipment Notes are Performing Equipment Notes and a Liquidity
Event of Default shall have occurred and is continuing or (y) a Final Drawing shall have occurred, to replenish the related Sub-Account
of the Cash Collateral Account up to its Required Amount (less the amount of any repayments of Interest Drawings while

sub-clause (x) of this clause is applicable).

To the Subordination Agent, the Trustee or any Certificateholder to the extent required to pay certain fees, taxes, charges and other
amounts payable.

To the Trustee to the extent required to pay Triggering Event Distributions on the Certificates.
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For purposes of calculating Expected Distributions or Triggering Event Distributions with respect to the Certificates, any premium paid on
the Equipment Notes that has not been distributed to the Certificateholders (other than such premium or a portion thereof applied to the payment
of interest on the Certificates or the reduction of the Pool Balance) shall be added to the amount of Expected Distributions or Triggering Event
Distributions.

Payments in respect of the Deposits and monies drawn under any Liquidity Facility will not be subject to the distribution provisions of the
Intercreditor Agreement.

Payments

Payments of interest on the Deposits and payments of principal, premium (if any) and interest on the Equipment Notes or with respect to
other Trust Property will be distributed by the Paying Agent (in the case of the Deposits) or by the Trustee (in the case of Trust Property) to
Certificateholders on the date receipt of such payment is confirmed, except in the case of certain types of Special Payments.

The Deposits and the Equipment Notes will accrue interest at the rate per annum set forth on the cover page of this Prospectus Supplement.
Interest will be payable on the first day of each month, commencing on July 1, 2004 (or, in the case of Equipment Notes issued after such date,
commencing with the first such date to occur after initial issuance thereof). Such interest payments will be distributed to Certificateholders on
each such date until the final Distribution Date, subject in the case of payments on the Equipment Notes to the Intercreditor Agreement. Interest
is calculated on the basis of a 360-day year consisting of twelve 30-day months.

Payments of interest applicable to the Certificates will be supported by the Liquidity Facilities provided by the Liquidity Providers for the
benefit of the holders of Certificates in an aggregate amount sufficient (except under certain specified circumstances) to pay interest thereon at
the Stated Interest Rate on up to 18 successive Regular Distribution Dates (without regard to any future payments of principal), except that the
Liquidity Facilities will not cover interest payable by the Depositary on the Deposits. The Liquidity Facilities do not provide for drawings
thereunder to pay for principal of, premium or any interest in excess of the Stated Interest Rate. See Description of the Liquidity Facilities .

Payments of principal of the Equipment Notes are scheduled to be received by the Trustee on the first day of each month, commencing on
July 1, 2004 (or, in the case of Equipment Notes issued after such date, commencing with the first such date to occur after initial issuance
thereof).

Scheduled payments of interest on the Deposits and of interest or principal on the Equipment Notes are herein referred to as  Scheduled
Payments , and the first day of each month is herein referred to as a Regular Distribution Date . See Description of the Equipment Notes Principal
and Interest Payments . The Final Maturity Date is September 1, 2021.

The Paying Agent will distribute on each Regular Distribution Date to the Certificateholders all Scheduled Payments received in respect of
the related Deposits, the receipt of which is confirmed by the Paying Agent on such Regular Distribution Date. The Trustee will distribute,
subject to the Intercreditor Agreement, on each Regular Distribution Date to the Certificateholders all Scheduled Payments received in respect of
Equipment Notes, the receipt of which is confirmed by the Trustee on such Regular Distribution Date. Each Certificateholder will be entitled to
receive its proportionate share, based upon its fractional interest in the Trust, of any distribution in respect of Scheduled Payments of interest on
the Deposits and, subject to the Intercreditor Agreement, of principal or interest on Equipment Notes. Each such distribution of Scheduled
Payments will be made by the Paying Agent or Trustee to the Certificateholders of record on the record date applicable to such Scheduled
Payment subject to certain exceptions. (Sections 4.01 and 4.02; Escrow Agreement, Section 2.03) If a Scheduled Payment is not received by the
Paying Agent or Trustee on a Regular Distribution Date but is received within five days thereafter, it will be distributed on the date received to
such holders of record. If it is received after such five-day period, it will be treated as a Special Payment and distributed as described below.
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Any payment in respect of, or any proceeds of, any Equipment Note or Trust Indenture Estate under (and as defined in) any Indenture other
than a Scheduled Payment (each, a Special Payment ) will be distributed on, in the case of an early redemption or a purchase of any Equipment
Note, the date of such early redemption or purchase (which shall be a Business Day), and otherwise on the Business Day specified for
distribution of such Special Payment pursuant to a notice delivered by the Trustee as soon as practicable after the Trustee has received funds for
such Special Payment (each, a Special Distribution Date ). Any such distribution will be subject to the Intercreditor Agreement. Any unused
Deposits to be distributed after the Delivery Period Termination Date or the occurrence of a Triggering Event, together with accrued and unpaid
interest thereon (each, also a Special Payment ), will be distributed on a date 25 days after the Paying Agent has received notice of the event
requiring such distribution (also, a Special Distribution Date ). However, if such date is within ten days before or after a Regular Distribution
Date, such Special Payment shall be made on such Regular Distribution Date.

The Paying Agent, in the case of the Deposits, and the Trustee, in the case of Trust Property, will mail a notice to the Certificateholders
stating the scheduled Special Distribution Date, the related record date, the amount of the Special Payment and the reason for the Special
Payment. In the case of a redemption or purchase of the Equipment Notes or any distribution of unused Deposits after the Delivery Period
Termination Date or the occurrence of a Triggering Event, such notice will be mailed not less than 15 days prior to the date such Special
Payment is scheduled to be distributed, and in the case of any other Special Payment, such notice will be mailed as soon as practicable after the
Trustee has confirmed that it has received funds for such Special Payment. (Section 4.02(c); Trust Supplement, Section 3.01; Escrow
Agreement, Sections 2.03 and 2.06) Each distribution of a Special Payment, other than a final distribution, on a Special Distribution Date will be
made by the Paying Agent or the Trustee, as applicable, to the Certificateholders of record on the record date applicable to such Special
Payment. (Section 4.02(b); Escrow Agreement, Section 2.03) See  Indenture Defaults and Certain Rights Upon an Indenture Default and

Description of the Equipment Notes Redemption .

The Pass Through Trust Agreement requires that the Trustee establish and maintain, for the benefit of the Certificateholders, one or more
non-interest bearing accounts (the Certificate Account ) for the deposit of payments representing Scheduled Payments received by the Trustee.
The Pass Through Trust Agreement requires that the Trustee establish and maintain, for the benefit of the Certificateholders, one or more
accounts (the Special Payments Account ) for the deposit of payments representing Special Payments received by the Trustee, which shall be
non-interest bearing except in certain circumstances where the Trustee may invest amounts in such account in certain permitted investments.
Pursuant to the terms of the Pass Through Trust Agreement, the Trustee is required to deposit any Scheduled Payments received by it in the
Certificate Account and to deposit any Special Payments received by it in the Special Payments Account. (Section 4.01; Trust Supplement,
Section 3.01) All amounts so deposited will be distributed by the Trustee on a Regular Distribution Date or a Special Distribution Date, as
appropriate. (Section 4.02; Trust Supplement, Section 3.01)

The Escrow Agreement requires that the Paying Agent establish and maintain, for the benefit of the Receiptholders, one or more accounts
(the Paying Agent Account ), which shall be non-interest bearing. Pursuant to the terms of the Escrow Agreement, the Paying Agent is required
to deposit interest on Deposits and any unused Deposits withdrawn by the Escrow Agent in the Paying Agent Account. All amounts so deposited
will be distributed by the Paying Agent on a Regular Distribution Date or Special Distribution Date, as appropriate.

The final distribution for the Trust will be made only upon presentation and surrender of the Certificates at the office or agency of the
Trustee specified in the notice given by the Trustee of such final distribution. The Trustee will mail such notice of the final distribution to the
Certificateholders, specifying the date set for such final distribution and the amount of such distribution. (Trust Supplement, Section 7.01) See
Termination of the Trust below. Distributions in respect of Certificates issued in global form will be made as described in ~ Book-Entry; Delivery
and Form below.
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If any Distribution Date is a Saturday, Sunday or other day on which commercial banks are authorized or required to close in New York,
New York, Houston, Texas, Wilmington, Delaware, or Salt Lake City, Utah (any other day being a Business Day ), distributions scheduled to be
made on such Regular Distribution Date or Special Distribution Date will be made on the next succeeding Business Day without additional
interest.

Pool Factors

The Pool Balance indicates, as of any date, the original aggregate face amount of the Certificates less the aggregate amount of all payments
made in respect of the Certificates or in respect of Deposits other than payments made in respect of interest or premium or reimbursement of any
costs or expenses incurred in connection therewith. The Pool Balance as of any Distribution Date shall be computed after giving effect to any
special distribution with respect to unused Deposits, payment of principal of the Equipment Notes or payment with respect to other Trust
Property and the distribution thereof to be made on that date. (Trust Supplement, Section 2.01)

The Pool Factor as of any Distribution Date is the quotient (rounded to the eleventh decimal place) computed by dividing (i) the Pool
Balance by (ii) the original aggregate face amount of the Certificates. The Pool Factor as of any Distribution Date shall be computed after giving
effect to any special distribution with respect to unused Deposits, payment of principal of the Equipment Notes or payments with respect to other
Trust Property and the distribution thereof to be made on that date. (Trust Supplement, Section 2.01) The Pool Factor will be 1.00000000000 on
the date of issuance of the Certificates; thereafter, the Pool Factor will decline as described herein to reflect reductions in the Pool Balance. The
amount of a Certificateholder s pro rata share of the Pool Balance can be determined by multiplying the par value of the holder s Certificate by the
Pool Factor as of the applicable Distribution Date. Notice of the Pool Factor and the Pool Balance will be mailed to Certificateholders on each
Distribution Date. (Trust Supplement, Section 3.02)

The following table sets forth an illustrative aggregate principal amortization schedule for the Equipment Notes (the Assumed Amortization
Schedule ) and resulting Pool Factors. The actual aggregate principal amortization schedule and the resulting Pool Factors may differ from those
set forth below, since the amortization schedule for the Equipment Notes issued with respect to an Aircraft may vary from such illustrative
amortization schedule so long as it complies with the Mandatory Economic Terms. In addition, the scheduled distribution of principal payments
would be affected if any Equipment Notes are redeemed or purchased or if a default in payment on such Equipment Notes occurred.

Accordingly, the aggregate principal amortization schedule and the resulting Pool Factors may differ from those set forth in the following table.

Scheduled
Principal Expected Pool
Date Payments* Factor

July 1, 2004 $1,195,112.92 0.99601101151
August 1, 2004 506,280.05 0.99432117513
September 1, 2004 675,558.69 0.99206632893
October 1, 2004 600,801.33 0.99006100413
November 1, 2004 774,099.62 0.98747725289
December 1, 2004 700,015.34 0.98514077648
January 1, 2005 874,021.14 0.98222351217
February 1, 2005 807,646.63 0.97952778939
March 1, 2005 958,929.42 0.97632712244
April 1, 2005 1,050,560.17 0.97282061492
May 1, 2005 841,990.64 0.97001026040
June 1, 2005 848,255.42 0.96717899562
July 1, 2005 854,566.81 0.96432666500
August 1, 2005 860,925.16 0.96145311179
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Scheduled
Principal Expected Pool
Date Payments* Factor
September 1, 2005 $ 867,330.82 0.95855817809
October 1, 2005 873,784.14 0.95564170483
November 1, 2005 880,285.47 0.95270353173
December 1, 2005 886,835.18 0.94974349735
January 1, 2006 893,433.62 0.94676143902
February 1, 2006 900,081.16 0.94375719288
March 1, 2006 906,778.15 0.94073059383
April 1, 2006 913,524.98 0.93768147557
May 1, 2006 920,322.00 0.93460967054
June 1, 2006 927,169.60 0.93151500995
July 1, 2006 934,068.14 0.92839732373
August 1, 2006 941,018.02 0.92525644056
September 1, 2006 948,019.60 0.92209218786
October 1, 2006 955,073.28 0.91890439173
November 1, 2006 962,179.44 0.91569287702
December 1, 2006 969,338.48 0.91245746723
January 1, 2007 976,550.78 0.90919798459
February 1, 2007 983,816.74 0.90591424997
March 1, 2007 991,136.77 0.90260608294
April 1, 2007 998,511.26 0.89927330171
May 1, 2007 1,005,940.62 0.89591572312
June 1, 2007 1,013,425.25 0.89253316270
July 1, 2007 1,020,965.58 0.88912543454
August 1, 2007 1,028,562.01 0.88569235141
September 1, 2007 1,036,214.96 0.88223372464
October 1, 2007 1,043,924.85 0.87874936418
November 1, 2007 1,051,692.10 0.87523907855
December 1, 2007 1,059,517.15 0.87170267488
January 1, 2008 1,067,400.42 0.86813995882
February 1, 2008 1,075,342.34 0.86455073460
March 1, 2008 1,083,343.36 0.86093480498
April 1, 2008 1,091,403.91 0.85729197128
May 1, 2008 1,099,524.43 0.85362203330
June 1, 2008 1,107,705.37 0.84992478939
July 1, 2008 1,115,947.18 0.84620003637
August 1, 2008 1,124,250.31 0.84244756956
September 1, 2008 1,132,615.22 0.83866718277
October 1, 2008 1,141,042.38 0.83485866825
November 1, 2008 1,149,532.23 0.83102181672
December 1, 2008 1,158,085.25 0.82715641735
January 1, 2009 1,166,701.91 0.82326225772
February 1, 2009 1,175,382.68 0.81933912384
March 1, 2009 1,184,128.04 0.81538680014
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Scheduled
Principal Expected Pool
Date Payments* Factor
April 1, 2009 $1,192,938.47 0.81140506943
May 1, 2009 1,201,814.45 0.80739371290
June 1, 2009 1,210,756.47 0.80335251014
July 1, 2009 1,219,765.03 0.79928123906
August 1, 2009 1,228,840.61 0.79517967596
September 1, 2009 1,237,983.72 0.79104759544
October 1, 2009 1,247,194.86 0.78688477043
November 1, 2009 1,256,474.53 0.78269097220
December 1, 2009 1,265,823.25 0.77846597028
January 1, 2010 1,275,241.53 0.77420953250
February 1, 2010 1,284,729.88 0.76992142497
March 1, 2010 1,294,288.83 0.76560141205
April 1, 2010 1,303,918.90 0.76124925636
May 1, 2010 1,313,620.63 0.75686471873
June 1, 2010 1,323,394.54 0.75244755822
July 1, 2010 1,333,241.17 0.74799753212
August 1, 2010 1,343,161.07 0.74351439589
September 1, 2010 1,353,154.77 0.73899790316
October 1, 2010 1,363,222.83 0.73444780577
November 1, 2010 1,373,365.80 0.72986385366
December 1, 2010 1,383,584.24 0.72524579495
January 1, 2011 1,393,878.71 0.72059337588
February 1, 2011 1,404,249.78 0.71590634078
March 1, 2011 1,414,698.01 0.71118443209
April 1, 2011 1,425,223.98 0.70642739035
May 1, 2011 1,435,828.27 0.70163495414
June 1, 2011 1,446,511.45 0.69680686012
July 1, 2011 1,457,274.13 0.69194284298
August 1, 2011 1,468,116.88 0.68704263542
September 1, 2011 1,479,040.31 0.68210596819
October 1, 2011 1,490,045.02 0.67713257000
November 1, 2011 1,501,131.60 0.67212216757
December 1, 2011 1,512,300.67 0.66707448555
January 1, 2012 1,523,552.85 0.66198924658
February 1, 2012 1,534,888.75 0.65686617122
March 1, 2012 1,546,308.99 0.65170497794
April 1, 2012 1,557,814.20 0.64650538313
May 1, 2012 1,569,405.02 0.64126710108
June 1, 2012 1,581,082.08 0.63598984392
July 1, 2012 1,592,846.02 0.63067332167
August 1, 2012 1,604,697.48 0.62531724218
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Scheduled
Principal Expected Pool
Date Payments* Factor
September 1, 2012 $1,616,637.13 0.61992131112
October 1, 2012 1,628,665.62 0.61448523198
November 1, 2012 1,640,783.60 0.60900870605
December 1, 2012 1,652,991.74 0.60349143237
January 1, 2013 1,665,290.72 0.59793310777
February 1, 2013 1,677,681.21 0.59233342682
March 1, 2013 1,690,163.89 0.58669208180
April 1, 2013 1,702,739.45 0.58100876272
May 1, 2013 1,715,408.57 0.57528315726
June 1, 2013 1,728,171.96 0.56951495080
July 1, 2013 1,741,030.31 0.56370382638
August 1, 2013 1,753,984.34 0.55784946465
September 1, 2013 1,767,034.74 0.55195154392
October 1, 2013 1,780,182.25 0.54600974010
November 1, 2013 1,793,427.58 0.54002372666
December 1, 2013 1,806,771.47 0.53399317467
January 1, 2014 1,820,214.63 0.52791775275
February 1, 2014 1,833,757.82 0.52179712704
March 1, 2014 1,847,401.78 0.51563096121
April 1, 2014 1,861,147.26 0.50941891642
May 1, 2014 1,874,995.00 0.50316065131
June 1, 2014 1,888,945.78 0.49685582197
July 1, 2014 1,903,000.36 0.49050408196
August 1, 2014 1,917,159.51 0.48410508224
September 1, 2014 1,931,424.02 0.47765847117
October 1, 2014 1,945,794.65 0.47116389450
November 1, 2014 1,960,272.21 0.46462099535
December 1, 2014 1,974,857.49 0.45802941418
January 1, 2015 1,989,551.29 0.45138878878
February 1, 2015 2,004,354.42 0.44469875422
March 1, 2015 2,019,267.69 0.43795894290
April 1, 2015 2,034,291.92 0.43116898444
May 1, 2015 2,049,427.94 0.42432850573
June 1, 2015 2,064,676.58 0.41743713088
July 1, 2015 2,080,038.67 0.41049448119
August 1, 2015 2,095,515.07 0.40350017517
September 1, 2015 2,111,106.61 0.39645382846
October 1, 2015 2,126,814.17 0.38935505386
November 1, 2015 2,142,638.59 0.38220346128
December 1, 2015 2,158,580.76 0.37499865774
January 1, 2016 2,174,641.54 0.36774024732
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Scheduled
Principal Expected Pool
Date Payments* Factor
February 1, 2016 $2,190,881.86 0.36042763075
March 1, 2016 2,207,243.47 0.35306040320
April 1, 2016 2,223,727.27 0.34563815686
May 1, 2016 2,240,334.17 0.33816048082
June 1, 2016 2,257,065.10 0.33062696114
July 1, 2016 2,273,920.96 0.32303718079
August 1, 2016 2,290,902.71 0.31539071959
September 1, 2016 2,308,011.29 0.30768715425
October 1, 2016 2,325,247.62 0.29992605832
November 1, 2016 2,342,612.68 0.29210700216
December 1, 2016 2,360,107.43 0.28422955292
January 1, 2017 2,377,732.82 0.27629327451
February 1, 2017 2,395,489.84 0.26829772760
March 1, 2017 2,413,379.47 0.26024246956
April 1, 2017 2,431,402.71 0.25212705447
May 1, 2017 2,449,560.54 0.24395103308
June 1, 2017 2,467,853.97 0.23571395277
July 1, 2017 2,486,284.02 0.22741535755
August 1, 2017 2,504,851.71 0.21905478803
September 1, 2017 2,523,558.06 0.21063178138
October 1, 2017 2,542,404.11 0.20214587132
November 1, 2017 2,561,390.91 0.19359658807
December 1, 2017 2,580,519.50 0.18498345837
January 1, 2018 2,599,790.94 0.17630600541
February 1, 2018 2,619,206.30 0.16756374882
March 1, 2018 2,638,766.66 0.15875620464
April 1, 2018 2,658,473.09 0.14988288531
May 1, 2018 2,678,326.70 0.14094329960
June 1, 2018 2,698,328.57 0.13193695264
July 1, 2018 2,718,479.81 0.12286334585
August 1, 2018 2,738,781.55 0.11372197694
September 1, 2018 2,759,234.90 0.10451233985
October 1, 2018 2,779,841.00 0.09523392475
November 1, 2018 2,800,600.98 0.08588621801
December 1, 2018 2,821,516.00 0.07646870215
January 1, 2019 2,842,587.22 0.06698085583
February 1, 2019 2,748,651.06 0.05780654497
March 1, 2019 2,540,670.41 0.04932642156
April 1, 2019 2,333,943.34 0.04153630150
May 1, 2019 2,117,546.61 0.03446845969
June 1, 2019 1,898,973.00 0.02813016201
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Scheduled
Principal Expected Pool
Date Payments* Factor

July 1, 2019 $1,568,740.52 0.02289409788
August 1, 2019 1,465,405.51 0.01800294021
September 1, 2019 1,245,276.39 0.01384651858
October 1, 2019 1,139,027.24 0.01004473009
November 1, 2019 916,299.05 0.00698635269
December 1, 2019 807,513.85 0.00429107309
January 1, 2020 582,274.34 0.00234758675
February 1, 2020 468,291.86 0.00078454547
March 1, 2020 235,052.18 0.00000000000

* The payment amounts are indicative only and subject to change.

The Pool Factor and Pool Balance will be recomputed if there has been an early redemption, purchase, or default in the payment of principal
or interest in respect of one or more of the Equipment Notes, as described in ~ Indenture Defaults and Certain Rights Upon an Indenture Default
and Description of the Equipment Notes Redemption , or a special distribution attributable to unused Deposits after the Delivery Period
Termination Date or the occurrence of a Triggering Event, as described in Description of the Deposit Agreement . In the event of (i) any change
in the scheduled repayments from the Assumed Amortization Schedule or (ii) any such redemption, purchase, default or special distribution, the
Pool Factors and the Pool Balances will be recomputed after giving effect thereto and notice thereof will be mailed to the Certificateholders
promptly after the Delivery Period Termination Date in the case of clause (i) and promptly after the occurrence of any event described in
clause (ii).

Reports to Certificateholders

On each Distribution Date, the Paying Agent and Trustee will include with each distribution by it of a Scheduled Payment or Special
Payment to Certificateholders a statement setting forth the following information (per $1,000 aggregate principal amount of Certificate, except
as to the amounts described in items (a) and (f) below):

(a) The aggregate amount of funds distributed on such Distribution Date under the Pass Through Trust Agreement and under the
Escrow Agreement, indicating the amount allocable to each source.

(b) The amount of such distribution under the Pass Through Trust Agreement allocable to principal and the amount allocable to
premium, if any.

(c) The amount of such distribution under the Pass Through Trust Agreement allocable to interest.
(d) The amount of such distribution under the Escrow Agreement allocable to interest.
(e) The amount of such distribution under the Escrow Agreement allocable to unused Deposits, if any.

(f) The Pool Balance and the Pool Factor. (Trust Supplement, Section 3.02(a))

So long as the Certificates are registered in the name of DTC or its nominee, on the record date prior to each Distribution Date, the Trustee
will request from DTC a securities position listing setting forth the names of all DTC Participants reflected on DTC s books as holding interests
in the Certificates on such record date. On each Distribution Date, the Paying Agent and Trustee will mail to each such DTC Participant the
statement described above and will make available additional copies as requested by such DTC Participant for forwarding to Certificate Owners.
(Trust Supplement, Section 3.02(a))

In addition, after the end of each calendar year, the Trustee and Paying Agent will furnish to each Certificateholder at any time during the
preceding calendar year a report containing the sum of the amounts
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determined pursuant to clauses (a), (b), (c), (d) and (e) above for such calendar year or, in the event such person was a Certificateholder during
only a portion of such calendar year, for the applicable portion of such calendar year, and such other items as are readily available to the Trustee
and which a Certificateholder shall reasonably request as necessary for the purpose of such Certificateholder s preparation of its U.S. federal
income tax returns. (Trust Supplement, Section 3.02(b)) Such report and such other items shall be prepared on the basis of information supplied
to the Trustee by the DTC Participants and shall be delivered by the Trustee to such DTC Participants to be available for forwarding by such
DTC Participants to Certificate Owners in the manner described above. (Trust Supplement, Section 3.02(b)) At such time, if any, as the
Certificates are issued in the form of definitive certificates, the Paying Agent and Trustee will prepare and deliver the information described
above to each Certificateholder of record as the name and period of ownership of such Certificateholder appears on the records of the registrar of
the Certificates.

Indenture Defaults and Certain Rights Upon an Indenture Default

An event of default under an Indenture (an Indenture Default ) will include an event of default under the related Lease (a Lease Event of
Default ). See Description of the Equipment Notes Indenture Defaults, Notice and Waiver . There are no cross-default provisions in the Indentures
or in the Leases. Consequently, events resulting in an Indenture Default under any particular Indenture may or may not result in an Indenture
Default under any other Indenture, and a Lease Event of Default under any particular Lease may or may not constitute a Lease Event of Default
under any other Lease. If an Indenture Default occurs in fewer than all of the Indentures, notwithstanding the treatment of Equipment Notes
issued under any Indenture under which an Indenture Default has occurred, payments of principal and interest on all of the Equipment Notes will
continue to be distributed to the holders of the Certificates as originally scheduled, subject to the Intercreditor Agreement. See Description of the
Intercreditor Agreement Priority of Distributions .

With respect to each Aircraft, the applicable Owner Trustee and Owner Participant will, under the related Indenture, have the right under
certain circumstances to cure Indenture Defaults that result from the occurrence of a Lease Event of Default under the related Lease. If the
Owner Trustee or the Owner Participant exercises any such cure right, the Indenture Default will be deemed to have been cured.

Upon the occurrence and continuation of an Indenture Default, the Controlling Party will direct the Indenture Trustee under such Indenture
in the exercise of remedies thereunder and may accelerate and sell all (but not less than all) of the Equipment Notes issued under such Indenture
to any person. The proceeds of such sale will be distributed pursuant to the provisions of the Intercreditor Agreement. Any such proceeds so
distributed to the Trustee upon any such sale shall be deposited in the Special Payments Account and shall be distributed to the
Certificateholders on a Special Distribution Date. (Sections 4.01 and 4.02) The market for Equipment Notes at the time of the existence of an
Indenture Default may be very limited and there can be no assurance as to the price at which they could be sold. If any such Equipment Notes
are sold for less than their outstanding principal amount, the Certificateholders will receive a smaller amount of principal distributions than
anticipated and will not have any claim for the shortfall against Continental, any Liquidity Provider, any Owner Trustee, any Owner Participant
or the Trustee.

Any amount, other than Scheduled Payments received on a Regular Distribution Date or within five days thereafter, distributed to the
Trustee by the Subordination Agent on account of any Equipment Note or Trust Indenture Estate under (and as defined in) any Indenture
following an Indenture Default will be deposited in the Special Payments Account and will be distributed to the Certificateholders on a Special
Distribution Date. (Sections 4.01 and 4.02; Trust Supplement, Section 3.01) In addition, if, following an Indenture Default under any Indenture,
the applicable Owner Participant or Owner Trustee exercises its option to redeem or purchase the outstanding Equipment Notes issued under
such Indenture, the price paid by such Owner Participant or Owner Trustee for the Equipment Notes issued under such Indenture and distributed
to the Trust by the Subordination Agent will be deposited in the Special Payments Account and will be distributed to the Certificateholders on a
Special Distribution Date. (Sections 4.01 and 4.02)
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Any funds representing payments received with respect to any defaulted Equipment Notes, or the proceeds from the sale of any Equipment
Notes, held by the Trustee in the Special Payments Account will, to the extent practicable, be invested and reinvested by the Trustee in certain
permitted investments pending the distribution of such funds on a Special Distribution Date. (Section 4.04) Such permitted investments are
defined as obligations of the United States or agencies or instrumentalities thereof for the payment of which the full faith and credit of the United
States is pledged and which mature in not more than 60 days or such lesser time as is required for the distribution of any such funds on a Special
Distribution Date. (Section 1.01)

The Pass Through Trust Agreement provides that the Trustee will, within 90 days after the occurrence of any default known to the Trustee,
give to the Certificateholders notice, transmitted by mail, of such uncured or unwaived default known to it, provided that, except in the case of
default in a payment of principal, premium, if any, or interest on any of the Equipment Notes, the Trustee will be protected in withholding such
notice if it in good faith determines that the withholding of such notice is in the interests of the Certificateholders. (Section 7.02) The term

default as used in this paragraph only means the occurrence of an Indenture Default under any Indenture pursuant to which Equipment Notes
held by the Trust were issued, as described above, except that in determining whether any such Indenture Default has occurred, any grace period
or notice in connection therewith will be disregarded.

The Pass Through Trust Agreement contains a provision entitling the Trustee, subject to the duty of the Trustee during a default to act with
the required standard of care, to be offered reasonable security or indemnity by the holders of the Certificates before proceeding to exercise any
right or power under the Pass Through Trust Agreement at the request of such Certificateholders. (Section 7.03(e))

Subject to certain qualifications set forth in the Pass Through Trust Agreement and to the Intercreditor Agreement, the Certificateholders
holding Certificates evidencing fractional undivided interests aggregating not less than a majority in interest in the Trust shall have the right to
direct the time, method and place of conducting any proceeding for any remedy available to the Trustee or pursuant to the terms of the
Intercreditor Agreement, or exercising any trust or power conferred on the Trustee under the Pass Through Trust Agreement or the Intercreditor
Agreement, including any right of the Trustee as Controlling Party under the Intercreditor Agreement or as holder of the Equipment Notes.
(Section 6.04)

In certain cases, the holders of the Certificates evidencing fractional undivided interests aggregating not less than a majority in interest of
the Trust may on behalf of the holders of all the Certificates waive any past event of default (i.e., any Indenture Default under any Indenture
pursuant to which Equipment Notes held by the Trust were issued) and its consequences or, if the Trustee is the Controlling Party, may direct the
Trustee to instruct the applicable Loan Trustee to waive any past Indenture Default and its consequences, except (i) a default in the deposit of
any Scheduled Payment or Special Payment or in the distribution thereof, (ii) a default in payment of the principal, premium, if any, or interest
with respect to any of the Equipment Notes and (iii) a default in respect of any covenant or provision of the Pass Through Trust Agreement that
cannot be modified or amended without the consent of each Certificateholder affected thereby. (Section 6.05) Each Indenture will provide that,
with certain exceptions, the holders of the majority in aggregate unpaid principal amount of the Equipment Notes issued thereunder may on
behalf of all such holders waive any past default or Indenture Default thereunder. Notwithstanding such provisions of the Indentures, pursuant to
the Intercreditor Agreement only the Controlling Party will be entitled to waive any such past default or Indenture Default.

PTC Event of Default
A Pass Through Certificate Event of Default (a PTC Event of Default ) under the Pass Through Trust Agreement means the failure to pay:
The outstanding Pool Balance of the Certificates within ten Business Days of the Final Maturity Date.

Interest due on the Certificates within ten Business Days of any Distribution Date (unless the Subordination Agent shall have made
Interest Drawings, or withdrawals from the Cash Collateral
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Account, with respect thereto in an aggregate amount sufficient to pay such interest and shall have distributed such amount to the
Trustee). (Section 1.01)

Any failure to make expected principal distributions on any Regular Distribution Date (other than the Final Maturity Date) will not
constitute a PTC Event of Default. A PTC Event of Default resulting from an Indenture Default under all Indentures will constitute a Triggering
Event. See Description of the Intercreditor Agreement Priority of Distributions for a discussion of the consequences of the occurrence of a
Triggering Event.

Merger, Consolidation and Transfer of Assets

Continental will be prohibited from consolidating with or merging into any other corporation or transferring substantially all of its assets as
an entirety to any other corporation unless:

The surviving successor or transferee corporation shall be validly existing under the laws of the United States or any state thereof or the
District of Columbia.

The surviving successor or transferee corporation shall be a citizen of the United States (as defined in Title 49 of the United States Code
relating to aviation (the Transportation Code )) holding an air carrier operating certificate issued pursuant to Chapter 447 of Title 49,
United States Code, if, and so long as, such status is a condition of entitlement to the benefits of Section 1110 of the Bankruptcy Code.

The surviving successor or transferee corporation shall expressly assume all of the obligations of Continental contained in the Basic
Agreement and the Trust Supplement, the Note Purchase Agreement, the Participation Agreements and the Leases, and any other
operative documents.

Continental shall have delivered a certificate and an opinion or opinions of counsel indicating that such transaction, in effect, complies
with such conditions.
In addition, after giving effect to such transaction, no Lease Event of Default shall have occurred and be continuing. (Section 5.02; Leases,
Section 13.2)

The Basic Agreement, the Trust Supplement, the Note Purchase Agreement, the Indentures, the Participation Agreements and the Leases
will not contain any covenants or provisions which may afford the Trustee or Certificateholders protection in the event of a highly leveraged
transaction, including transactions effected by management or affiliates, which may or may not result in a change in control of Continental.

Modifications of the Pass Through Trust Agreement and Certain Other Agreements

The Pass Through Trust Agreement contains provisions permitting, at the request of Continental, the execution of amendments or
supplements to the Pass Through Trust Agreement or, if applicable, to the Deposit Agreement, the Escrow Agreement, the Intercreditor
Agreement, the Note Purchase Agreement or the Liquidity Facilities, without the consent of the holders of any of the Certificates:

To evidence the succession of another corporation to Continental and the assumption by such corporation of Continental s obligations
under the Pass Through Trust Agreement or the Note Purchase Agreement.

To add to the covenants of Continental for the benefit of Certificateholders or to surrender any right or power conferred upon Continental
in the Pass Through Trust Agreement, the Intercreditor Agreement, the Note Purchase Agreement or the Liquidity Facilities.

To correct or supplement any provision of the Pass Through Trust Agreement, the Deposit Agreement, the Escrow Agreement, the
Intercreditor Agreement, the Note Purchase Agreement or the Liquidity Facilities which may be defective or inconsistent with any other
provision in such agreement or facility, as applicable, or to cure any ambiguity or to modify any other provision with respect to matters or
questions arising under the Pass Through Trust Agreement, the Deposit Agreement, the Escrow Agreement, the Intercreditor Agreement,
the Note Purchase Agreement or the Liquidity Facilities,
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provided that such action shall not materially adversely affect the interests of the Certificateholders; to correct any mistake in the Pass
Through Trust Agreement, the Intercreditor Agreement or the Liquidity Facilities; or, as provided in the Intercreditor Agreement, to give
effect to or provide for a Replacement Facility.

To comply with any requirement of the Commission, any applicable law, rules or regulations of any exchange or quotation system on
which the Certificates are listed, or any regulatory body.

To modify, eliminate or add to the provisions of the Pass Through Trust Agreement, the Deposit Agreement, the Escrow Agreement, the
Intercreditor Agreement, the Note Purchase Agreement or the Liquidity Facilities to such extent as shall be necessary to continue the
qualification of the Pass Through Trust Agreement (including any supplemental agreement) under the Trust Indenture Act of 1939, as
amended (the Trust Indenture Act ), or any similar federal statute enacted after the execution of the Pass Through Trust Agreement, and to
add to the Pass Through Trust Agreement, the Deposit Agreement, the Escrow Agreement, the Intercreditor Agreement, the Note

Purchase Agreement or the Liquidity Facilities such other provisions as may be expressly permitted by the Trust Indenture Act.

To evidence and provide for the acceptance of appointment under the Pass Through Trust Agreement, the Deposit Agreement, the
Escrow Agreement, the Intercreditor Agreement, the Note Purchase Agreement or the Liquidity Facilities by a successor Trustee and to
add to or change any of the provisions of such Pass Through Trust Agreement, the Deposit Agreement, the Escrow Agreement, the
Intercreditor Agreement, the Note Purchase Agreement or the Liquidity Facilities as shall be necessary to provide for or facilitate the
administration of the Trust under the Basic Agreement by more than one Trustee.

In each case, such modification or supplement may not adversely affect the status of the Trust as a grantor trust under Subpart E, Part I of
Subchapter J of Chapter 1 of Subtitle A of the Internal Revenue Code of 1986, as amended (the Code ), for U.S. federal income tax purposes.
(Section 9.01; Trust Supplement, Section 6.01)

The Pass Through Trust Agreement also contains provisions permitting the execution, with the consent of the holders of the Certificates
evidencing fractional undivided interests aggregating not less than a majority in interest of the Trust, of amendments or supplements adding any
provisions to or changing or eliminating any of the provisions of the Pass Through Trust Agreement, the Deposit Agreement, the Escrow
Agreement, the Intercreditor Agreement, the Note Purchase Agreement or the Liquidity Facilities to the extent applicable to such
Certificateholders or of modifying the rights and obligations of such Certificateholders under the Pass Through Trust Agreement, the Deposit
Agreement, the Escrow Agreement, the Intercreditor Agreement, the Note Purchase Agreement or the Liquidity Facilities. No such amendment
or supplement may, without the consent of the holder of each Certificate so affected thereby:

Reduce in any manner the amount of, or delay the timing of, any receipt by the Trustee (or, with respect to the Deposits, the
Receiptholders) of payments with respect to the Equipment Notes held in the Trust or distributions in respect of any Certificate (or, with
respect to the Deposits, payments upon the Deposits), or change the date or place of any payment in respect of any Certificate, or make
distributions payable in coin or currency other than that provided for in such Certificates, or impair the right of any Certificateholder to
institute suit for the enforcement of any such payment when due.

Permit the disposition of any Equipment Note held in the Trust, except as provided in the Pass Through Trust Agreement, or otherwise
deprive such Certificateholder of the benefit of the ownership of the applicable Equipment Notes.

Alter the priority of distributions specified in the Intercreditor Agreement in a manner materially adverse to such Certificateholders.
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Reduce the percentage of the aggregate fractional undivided interests of the Trust provided for in the Pass Through Trust Agreement, the
consent of the holders of which is required for any such supplemental trust agreement or for any waiver provided for in the Pass Through
Trust Agreement.

Modify any of the provisions relating to the rights of the Certificateholders in respect of the waiver of events of default or receipt of
payment.

Adversely affect the status of the Trust as a grantor trust under Subpart E, Part I of Subchapter J of Chapter 1 of Subtitle A of the Code
for U.S. federal income tax purposes. (Section 9.02; Trust Supplement, Section 6.02)

In the event that the Trustee, as holder (or beneficial owner through the Subordination Agent) of any Equipment Note in trust for the benefit
of the Certificateholders or as Controlling Party under the Intercreditor Agreement, receives (directly or indirectly through the Subordination
Agent) a request for a consent to any amendment, modification, waiver or supplement under any Indenture, any Participation Agreement, any
Lease, any Equipment Note or any other related document, the Trustee shall forthwith send a notice of such proposed amendment, modification,
waiver or supplement to each Certificateholder as of the date of such notice. The Trustee shall request from the Certificateholders a direction as
to:

Whether or not to take or refrain from taking (or direct the Subordination Agent to take or refrain from taking) any action which a holder
of such Equipment Note or the Controlling Party has the option to direct.

Whether or not to give or execute (or direct the Subordination Agent to give or execute) any waivers, consents, amendments,
modifications or supplements as a holder of such Equipment Note or as Controlling Party.

How to vote (or direct the Subordination Agent to vote) any Equipment Note if a vote has been called for with respect thereto.

Provided such a request for Certificateholder direction shall have been made, in directing any action or casting any vote or giving any
consent as the holder of any Equipment Note (or in directing the Subordination Agent in any of the foregoing):

Other than as Controlling Party, the Trustee shall vote for or give consent to any such action with respect to such Equipment Note in the
same proportion as that of (x) the aggregate face amount of all Certificates actually voted in favor of or for giving consent to such action
by such direction of Certificateholders to (y) the aggregate face amount of all outstanding Certificates.

As the Controlling Party, the Trustee shall vote as directed in such Certificateholder direction by the Certificateholders evidencing
fractional undivided interests aggregating not less than a majority in interest in the Trust.

For purposes of the immediately preceding paragraph, a Certificate shall have been actually voted if the Certificateholder has delivered to
the Trustee an instrument evidencing such Certificateholder s consent to such direction prior to one Business Day before the Trustee directs such
action or casts such vote or gives such consent. Notwithstanding the foregoing, but subject to certain rights of the Certificateholders under the
Pass Through Trust Agreement and subject to the Intercreditor Agreement, the Trustee may, in its own discretion and at its own direction,
consent and notify the relevant Loan Trustee of such consent (or direct the Subordination Agent to consent and notify the relevant Loan Trustee
of such consent) to any amendment, modification, waiver or supplement under the relevant Indenture, Participation Agreement or Lease, any
relevant Equipment Note or any other related document, if an Indenture Default under any Indenture shall have occurred and be continuing, or if
such amendment, modification, waiver or supplement will not materially adversely affect the interests of the Certificateholders. (Section 10.01)
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Obligation to Purchase Equipment Notes

The Trustee will be obligated to purchase the Equipment Notes issued with respect to the Aircraft during the Delivery Period, subject to the
terms and conditions of a note purchase agreement (the Note Purchase Agreement ). Under the Note Purchase Agreement, Continental agrees to
enter into a leveraged lease financing with respect to each Aircraft. The Note Purchase Agreement provides for the relevant parties to enter into a
participation agreement (each, a Participation Agreement ), a Lease and an indenture (each, an Indenture ) relating to the financing of such
Aircraft utilizing the forms of such agreements attached as exhibits to the Note Purchase Agreement. However, the terms of the financing
agreements actually entered into may differ from the forms of such agreements and, consequently, may differ from the description of such
agreements contained in this Prospectus Supplement because a third party the Owner Participant will provide a portion of the financing of the
Aircraft and may request changes. See Description of the Equipment Notes . Although such changes are permitted, under the Note Purchase
Agreement, the terms of such agreements are required (a) to contain the Mandatory Document Terms and (b) not to vary the Mandatory
Economic Terms. In addition, Continental is obligated to certify to the Trustee that any such modifications do not materially and adversely affect
the Certificateholders. Continental must also obtain written confirmation from each Rating Agency that the use of financing agreements
modified in any material respect from the forms attached to the Note Purchase Agreement will not result in a withdrawal, suspension or
downgrading of the rating of the Certificates. Further, under the Note Purchase Agreement, it is a condition precedent to the obligation of the
Trustee to purchase the Equipment Notes related to the financing of an Aircraft that no Triggering Event shall have occurred. The Trustee will
have no right or obligation to purchase Equipment Notes after the Delivery Period Termination Date.

The Mandatory Economic Terms , as defined in the Note Purchase Agreement, require, among other things, that:

The aggregate principal amount of the Equipment Notes issued with respect to an Aircraft shall not exceed the amounts set forth in the
following table:

Aircraft Maximum
Registration Manufacturer s Principal Amount

Number Serial Number of Equipment Notes
N11155 145782 $11,305,566
N10156 145786 11,244,322
N12157 145787 11,250,158
N14158 145791 11,125,266
N17159 145792 11,153,580
N12160 145799 11,500,027
N13161 14500805 11,643,301
N14162 14500808 11,946,027
N12163 14500811 11,314,881
N11164 14500817 11,393,940
N11165 14500819 11,652,048
N12166 14500831 11,652,256
N12167 14500834 11,689,533
N14168 14500840 11,738,225
N17169 14500844 11,738,225
N16170 14500850 11,735,643
N14171 TBD 11,746,206
N12172 TBD 11,746,206
N14173 TBD 11,743,466
N14174 TBD 11,748,003
N12175 TBD 11,748,003
N11176 TBD 12,017,098
N14177 TBD 12,008,964
N16178 TBD 12,008,964
N14179 TBD 12,024,295
N14180 TBD 12,024,295

The LTV for the Equipment Notes issued for each Aircraft computed on the date of issuance thereof (with value for such Aircraft for
these purposes initially equal to its value (the Assumed Appraised Value ) set forth under Description of the Aircraft and the
Appraisals The Appraisals in the
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column Appraised Value and thereafter based on such value after giving effect to the Depreciation Assumption) as of the issuance date of
such Equipment Notes and any Regular Distribution Date thereafter (assuming no default in the payment of the Equipment Notes and
after giving effect to scheduled payments) will not exceed 59%.

The initial average life of the Equipment Notes for any Aircraft shall not extend beyond 10.5 years from the Issuance Date.

As of the Delivery Period Termination Date, the average life of the Certificates shall not be more than 9.6 years from the Issuance Date
(computed without regard to the acceleration of any Equipment Notes and after giving effect to any special distribution on the
Certificates thereafter required in respect of unused Deposits).

The final expected distribution date of the Certificates shall be as set forth on the cover page of this Prospectus Supplement.

The original aggregate principal amount of all of the Equipment Notes shall not exceed the original aggregate face amount of the
Certificates.

The interest rate applicable to the Equipment Notes must be equal to the rate applicable to the Certificates.

The payment dates for the Equipment Notes must be on the first day of each month, and basic rent under the Leases must be payable on
such dates.

Basic rent, stipulated loss values and termination values under the Leases must be sufficient to pay amounts due with respect to the
related Equipment Notes.

The amounts payable under the all-risk aircraft hull insurance maintained with respect to each Aircraft must be sufficient to pay the
applicable stipulated loss value, subject to certain rights of self-insurance.

(a) The past due rate in the Indentures and the Leases, (b) the Make-Whole Premium payable under the Indentures, (c) the provisions
relating to the redemption and purchase of Equipment Notes in the Indentures, (d) the minimum liability insurance amount on Aircraft in
the Leases, and (e) the indemnification of the Loan Trustees, Subordination Agent, Liquidity Providers, Trustee, Escrow Agent and
registered holders of the Equipment Notes (in such capacity, the Note Holders ) with respect to certain taxes and expenses, in each case
shall be provided as set forth in the forms of Participation Agreements, Lease and Indentures attached as exhibits to the Note Purchase
Agreement (collectively, the Aircraft Operative Agreements ).

The Mandatory Document Terms prohibit modifications in any material adverse respect to certain specified provisions of the Aircraft
Operative Agreements contemplated by the Note Purchase Agreement, as follows:

In the case of the Indentures, modifications are prohibited (i) to the Granting Clause of the Indentures so as to deprive the Note Holders
of a first priority security interest in the Aircraft, certain of Continental s rights under its purchase agreement with the Aircraft
manufacturer and the Lease or to eliminate the obligations intended to be secured thereby, (ii) to certain provisions relating to the
issuance, redemption, purchase, and payments of the Equipment Notes (including the obligation to pay the Make-Whole Premium in
certain circumstances), (iii) to certain provisions regarding Indenture Defaults, remedies relating thereto and rights of the Owner Trustee
and Owner Participant in such circumstances, (iv) to certain provisions relating to any replaced airframe or engines with respect to an
Aircraft and (v) to the provision that New York law will govern the Indentures.

In the case of the Leases, modifications are prohibited to certain provisions regarding the obligation of Continental (i) to pay basic rent,
stipulated loss value and termination value to the Loan Trustee, (ii) to record the Indenture with the FAA and to maintain such Indenture
as a first-priority perfected mortgage on the related Aircraft, (iii) to furnish certain opinions with respect to a replacement airframe and
(iv) to consent to the assignment of the Lease by the Owner Trustee as collateral under
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the Indenture, as well as modifications which would either alter the provision that New York law will govern the Lease or would deprive
the Loan Trustee of rights expressly granted to it under the Leases.

In the case of the Participation Agreements, modifications are prohibited (i) to certain conditions to the obligations of the Trustee to
purchase the Equipment Notes issued with respect to an Aircraft involving good title to such Aircraft, obtaining a certificate of
airworthiness with respect to such Aircraft, entitlement to the benefits of Section 1110 with respect to such Aircraft and filings of certain
documents with the FAA, (ii) to the provisions restricting the Note Holder s ability to transfer such Equipment Notes, (iii) to certain
provisions requiring the delivery of legal opinions and (iv) to the provision that New York law will govern the Participation Agreement.

In the case of all of the Aircraft Operative Agreements, modifications are prohibited in any material adverse respect as regards the
interest of the Note Holders, the Subordination Agent, the Liquidity Providers or the Loan Trustee in the definition of Make-Whole
Premium . Notwithstanding the foregoing, any such Mandatory Document Term may be modified to correct or supplement any such
provision which may be defective or to cure any ambiguity or correct any mistake, provided that any such action shall not materially
adversely affect the interests of the Note Holders, the Subordination Agent, the Liquidity Providers, the Mortgagee or the
Certificateholders.

Termination of the Trust

The obligations of Continental and the Trustee will terminate upon the distribution to the Certificateholders of all amounts required to be
distributed to them pursuant to the Pass Through Trust Agreement and the disposition of all property held in the Trust. The Trustee will send to
each Certificateholder notice of the termination of the Trust, the amount of the proposed final payment and the proposed date for the distribution
of such final payment. The final distribution to any Certificateholder will be made only upon surrender of such Certificateholder s Certificates at
the office or agency of the Trustee specified in such notice of termination. (Trust Supplement, Section 7.01)

Governing Law

The Pass Through Trust Agreement and the Certificates will be governed by the laws of the State of New York. (Section 12.05)

The Trustee

The Trustee will be Wilmington Trust Company. The Trustee s address is Wilmington Trust Company, Rodney Square North, 1100 North
Market Street, Wilmington, Delaware 19890-0001, Attention: Corporate Trust Administration.

Book-Entry; Delivery and Form

Upon issuance, the Certificates will be represented by one or more fully registered global certificates. Each global certificate will be
deposited with, or on behalf of, The Depository Trust Company ( DTC ) and registered in the name of Cede & Co. ( Cede ), the nominee of DTC.
DTC was created to hold securities for its participants ( DTC Participants ) and facilitate the clearance and settlement of securities transactions
between DTC Participants through electronic book-entry changes in accounts of the DTC Participants, thereby eliminating the need for physical
movement of certificates. DTC Participants include securities brokers and dealers, banks, trust companies and clearing corporations and certain
other organizations. Indirect access to the DTC system is available to others such as banks, brokers, dealers and trust companies that clear
through or maintain a custodial relationship with a participant, either directly or indirectly. Interests in a global certificate may also be held
through the Euroclear System and Clearstream, Luxembourg. See Description of the Certificates Book-Entry Registration in the Prospectus for a
discussion of the book-entry procedures applicable to the Certificates and the limited circumstances under which definitive certificates may be
issued for the Certificates.
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So long as such book-entry procedures are applicable, no person acquiring an interest in the Certificates ( Certificate Owner ) will be entitled
to receive a certificate representing such person s interest in such Certificates. Unless and until definitive certificates are issued under the limited
circumstances described in the Prospectus, all references to actions by Certificateholders shall refer to actions taken by DTC upon instructions
from DTC Participants, and all references herein to distributions, notices, reports and statements to Certificateholders shall refer, as the case may
be, to distributions, notices, reports and statements to DTC or Cede, as the registered holder of such Certificates, or to DTC Participants for
distribution to Certificate Owners in accordance with DTC procedures.
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DESCRIPTION OF THE DEPOSIT AGREEMENT

The following summary describes the material terms of the Deposit Agreement. The summary does not purport to be complete and is
qualified in its entirety by reference to all of the provisions of the Deposit Agreement, which will be filed as an exhibit to a Current Report on
Form 8-K to be filed by Continental with the Commission.

General

Under the Escrow Agreement, the Escrow Agent will enter into a Deposit Agreement with the Depositary. Pursuant to the Escrow
Agreement, the Depositary will establish an account into which the proceeds of the Offering, to the extent not used to purchase Equipment Notes
on the Issuance Date, will be deposited (such proceeds, as so deposited, the Deposits ) on behalf of the Escrow Agent. Pursuant to the Deposit
Agreement (the Deposit Agreement ), on each Regular Distribution Date the Depositary will pay to the Paying Agent on behalf of the Escrow
Agent, for distribution to the Certificateholders, an amount equal to interest accrued on the Deposits during the relevant interest period at a rate
per annum equal to the interest rate applicable to the Certificates. After the Issuance Date, upon each financing of an Aircraft during the
Delivery Period, the Trustee will request the Escrow Agent to withdraw from the Deposits funds sufficient to enable the Trustee to purchase the
Equipment Note issued with respect to such Aircraft. Accrued but unpaid interest on all such Deposits withdrawn will be paid on the next
Regular Distribution Date. Any portion of the Deposits withdrawn which is not used to purchase such Equipment Note will be re-deposited by
the Trustee. The Deposits and interest paid thereon will not be subject to the distribution provisions of the Intercreditor Agreement and will not
be available to pay any other amount in respect of the Certificates.

Unused Deposits

The Trustee s obligations to purchase the Equipment Notes issued with respect to each Aircraft are subject to satisfaction of certain
conditions at the time of financing, as set forth in the Note Purchase Agreement. See Description of the Certificates Obligation to Purchase
Equipment Notes . No assurance can be given that all such conditions will be satisfied at the scheduled time of financing for each such Aircraft.
Moreover, since 16 of the Aircraft will be newly manufactured after the Issuance Date, their delivery as scheduled is subject to delays in the
manufacturing process and to the Aircraft manufacturer s right to postpone deliveries under its agreement with ExpresslJet. See Description of the
Aircraft and the Appraisals Deliveries of Aircraft . Depending on the circumstances of the financing of each Aircraft, the maximum aggregate
principal amount of Equipment Notes may not be issued.

If any funds remain as Deposits at the end of the Delivery Period or, if earlier, upon the acquisition by the Trust of Equipment Notes with
respect to all of the Aircraft (the Delivery Period Termination Date ), such funds will be withdrawn by the Escrow Agent and distributed, with
accrued and unpaid interest thereon but without premium, to the Certificateholders after at least 15 days prior written notice.

Distribution Upon Occurrence of Triggering Event

If a Triggering Event shall occur prior to the Delivery Period Termination Date, the Escrow Agent will withdraw any funds then held as
Deposits and cause such funds, with accrued and unpaid interest thereon but without any premium, to be distributed to the Certificateholders by
the Paying Agent on behalf of the Escrow Agent, after at least 15 days prior written notice. Accordingly, if a Triggering Event occurs prior to the
Delivery Period Termination Date, the Trust will not acquire Equipment Notes issued with respect to Aircraft expected to be financed after the
occurrence of such Triggering Event.

Depositary

WestLB AG, New York Branch, will act as depositary (the Depositary ). WestLB AG is a joint stock company organized under the laws of
the Federal Republic of Germany and is a wholly-owned subsidiary of NRW.BANK, which, in turn, is owned by the State of North
Rhine-Westphalia, the Regional Association of the Rhineland, the Regional Association of Westphalia-Lippe, the Savings Banks and Giro
Association of the
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Rhineland and the Savings Banks and Giro Association of Westphalia-Lippe. All branches (including the New York Branch), representative
offices and foreign subsidiaries of WestLLB are maintained by WestLB AG. As of December 31, 2003, the WestLB AG group had total assets of
approximately 256.2 billion ($320.2 billion).

WestLB AG has a long-term unsecured debt rating of Aa2 and a short-term unsecured debt rating of P-1 from Moody s, and a long-term
issuer debt rating of AA and a short-term issuer debt rating of A-1+ from Standard & Poor s.

For financial reports and other information about WestLB, please contact WestLB AG, Investors Relations, Herzogstrasse 15, 40217
Duesseldorf, Germany.
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DESCRIPTION OF THE ESCROW AGREEMENT

The following summary describes the material terms of the escrow and paying agent agreement (the Escrow Agreement ). The summary
does not purport to be complete and is qualified in its entirety by reference to all of the provisions of the Escrow Agreement, which will be filed
as an exhibit to a Current Report on Form 8-K to be filed by Continental with the Commission.

Wells Fargo Bank Northwest, National Association, as escrow agent (the Escrow Agent ), Wilmington Trust Company, as paying agent on
behalf of the Escrow Agent (the Paying Agent ), the Trustee and the Underwriters will enter into the Escrow Agreement for the benefit of the
Certificateholders as holders of the escrow receipts affixed thereto (such escrow receipts, the Escrow Receipts and, in the case of any
Certificateholder in such capacity, a Receiptholder ). To the extent not used to purchase Equipment Notes on the Issuance Date, the cash
proceeds of the offering of the Certificates will be deposited on behalf of the Escrow Agent (for the benefit of Receiptholders) with the
Depositary as Deposits. The Escrow Agent shall permit the Trustee to cause funds to be withdrawn from such Deposits on or prior to the
Delivery Period Termination Date to allow the Trustee to purchase the Equipment Notes pursuant to the Note Purchase Agreement. In addition,
the Escrow Agent shall direct the Depositary to pay interest on the Deposits accrued in accordance with the Deposit Agreement to the Paying
Agent for distribution to the Receiptholders.

The Escrow Agreement requires that the Paying Agent establish and maintain, for the benefit of the Receiptholders, one or more Paying
Agent Account(s), which shall be non-interest-bearing. The Paying Agent shall deposit interest on Deposits and any unused Deposits withdrawn
by the Escrow Agent in the Paying Agent Account. The Paying Agent shall distribute these amounts on a Regular Distribution Date or Special
Distribution Date, as appropriate.

Upon receipt by the Depositary of cash proceeds from this Offering, the Escrow Agent will issue one or more Escrow Receipts which will
be affixed by the Trustee to each Certificate. Each Escrow Receipt attached to a Certificate evidences a fractional undivided interest in amounts
from time to time deposited into the Paying Agent Account under the Escrow Agreement and is limited in recourse to amounts deposited into
such account. An Escrow Receipt may not be assigned or transferred except in connection with the assignment or transfer of the Certificate to
which it is affixed. Each Escrow Receipt will be registered by the Escrow Agent in the same name and manner as the Certificate to which it is
affixed.
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DESCRIPTION OF THE LIQUIDITY FACILITIES

The following summary describes the material terms of the Liquidity Facilities and certain provisions of the Intercreditor Agreement
relating to the Liquidity Facilities. The summary supplements (and, to the extent inconsistent therewith, replaces) the description of the general
terms and provisions relating to the Liquidity Facilities and the Intercreditor Agreement set forth in the Prospectus. The summary does not
purport to be complete and is qualified in its entirety by reference to all of the provisions of the Liquidity Facilities and the Intercreditor
Agreement, each of which will be filed as an exhibit to a Current Report on Form 8-K to be filed by Continental with the Commission.

General

Citicorp North America, Inc. ( CNAI ) and WestLB AG, New York Branch ( WestLB and, together with CNAI, the Liquidity Providers ), will
each enter into a separate revolving credit agreement (together, the Liquidity Facilities ) with the Subordination Agent. Under the Liquidity
Facilities, the Liquidity Providers will, if necessary, make one or more advances ( Interest Drawings ) to the Subordination Agent in an aggregate
amount sufficient to pay interest on the Certificates on up to 18 consecutive monthly Regular Distribution Dates at the interest rate shown on the
cover page of this Prospectus Supplement (the Stated Interest Rate ) (except under certain specified circumstances). Each Liquidity Facility will
cover a specified pro rata portion of such aggregate amount. If interest payment defaults occur which exceed the amount covered by or available
under the Liquidity Facilities, the Certificateholders will bear their allocable share of the deficiencies to the extent that there are no other sources
of funds. Each initial liquidity provider may be replaced by one or more other entities under certain circumstances.

Drawings

At April 1, 2005 the first Regular Distribution Date after all Aircraft are expected to have been financed under the Offering, assuming that
such Aircraft are so financed, that Equipment Notes in the maximum principal amount with respect to all Aircraft are acquired by the Trust and
that all interest and principal due on or prior to such date is paid, the aggregate amount available under the Liquidity Facility provided by CNAI
(the CNAI Liquidity Facility ) will be $ and the aggregate amount available under the Liquidity Facility provided by WestLB (the WestLB
Liquidity Facility ) will be $

Except as otherwise provided below, if the amount, if any, available to the Subordination Agent on a Regular Distribution Date is not
sufficient to pay interest then due and payable on the Certificates at the Stated Interest Rate, each Liquidity Facility will enable the
Subordination Agent to make Interest Drawings thereunder promptly on or after such Regular Distribution Date in an amount equal to the Pro
Rata Portion with respect to such Liquidity Facility of such shortfall of interest for payment to the Certificateholders; provided, however, that the
maximum amount available to be drawn under such Liquidity Facility on any Regular Distribution Date to fund any shortfall of interest on
Certificates will not exceed the then Maximum Available Commitment under such Liquidity Facility. The Maximum Available Commitment
under each Liquidity Facility at any time is an amount equal to the then Maximum Commitment with respect to such Liquidity Facility less the
aggregate amount of each Interest Drawing outstanding under such Liquidity Facility at such time, provided that following a Downgrade
Drawing, a WestLB Early Termination Drawing, a WestLB Expiration Drawing, a CNAI Special Termination Drawing, a Final Drawing or a
Non-Extension Drawing under such Liquidity Facility, the Maximum Available Commitment under such Liquidity Facility shall be zero.

Maximum Commitment means (i) with respect to the CNAI Liquidity Facility, initially $ and (ii) with respect to the WestLB Liquidity
Facility, initially $ , in each case as the same may be reduced from time to time as described below.

Pro Rata Portion , with respect to any Liquidity Facility or Sub-Account, for any day, means a fraction (expressed as a percentage rounded to
a sufficient number of decimal places such that the sum of the Pro Rata Portions shall equal 100.00%), the numerator of which is the Required
Amount for such Liquidity Facility or Sub-Account for such day and the denominator of which is the Aggregate Required Amount for such day.

S-50

62



Edgar Filing: CONTINENTAL AIRLINES INC /DE/ - Form 424B3

Aggregate Required Amount means, for any day, the sum of the aggregate amount of interest, calculated at the rate per annum equal to the
Stated Interest Rate, that would be payable on the Certificates on each of the 18 successive Regular Distribution Dates immediately following
such day or, if such day is a Regular Distribution Date, on such day and the succeeding 17 Regular Distribution Dates, in each case calculated on
the basis of the Pool Balance on such date (subject to the proviso contained in the definition of Required Amount) and without regard to
expected future payments of principal on the Certificates.

Required Amount means (i) with respect to the WestLB Liquidity Facility or the related Sub-Account, for any day, the Aggregate Required
Amount for such day /ess the amount specified in clause (ii) below for such day and (ii) with respect to the CNAI Liquidity Facility or the
related Sub-Account, for any day, the sum of the aggregate amount of interest, calculated at the rate per annum equal to the Stated Interest Rate,
that would be payable on the Certificates on each of the 18 successive Regular Distribution Dates immediately following such day or, if such
day is a Regular Distribution Date, on such day and the succeeding 17 Regular Distribution Dates, in each case calculated on the basis of a Pool
Balance equal to the lower of (x) $112,350,722.86 (the scheduled Pool Balance as of December 1, 2015) and (y) the Pool Balance on such day
and without regard to expected future payments of principal on the Certificates; provided that, for any date, the Pool Balance for purposes of
determining the Aggregate Required Amount or the amount in clause (ii) above (after determining the lower of subclauses (x) and (y) as
provided therein), shall, in the event of (A) the disposition of any Aircraft pursuant to the exercise of remedies under an Indenture on or prior to
such date, be deemed to be reduced by an amount equal to the outstanding principal amount of the Equipment Note secured by such Aircraft that
remains unpaid after giving effect to the application under such Indenture of proceeds from the disposition of such Aircraft and any amounts
otherwise received from Continental in connection with such disposition at or prior to the time of such disposition or (B) the sale of any
Equipment Note pursuant to the Intercreditor Agreement on or prior to such date, be deemed to be reduced by an amount equal to the excess of
(x) the outstanding amount of principal as of the date of sale of such Equipment Note over (y) the excess of (A) the net purchase price received
with respect to the sale of such Equipment Note over (B) the outstanding amount of interest accrued and payable under such Equipment Note as
of the date of sale of such Equipment Note.

The Liquidity Facilities do not provide for drawings thereunder to pay for principal of or premium on the Certificates or any interest thereon
in excess of the Stated Interest Rate or more than 18 monthly installments of interest thereon. (Liquidity Facilities, Section 2.02; Intercreditor
Agreement, Section 3.6) In addition, no Liquidity Facility provides for drawings thereunder to pay any amounts payable with respect to the
Deposits or with respect to the other Liquidity Facility.

Each payment by the Liquidity Provider under any Liquidity Facility reduces by the same amount the Maximum Available Commitment
under such Liquidity Facility, subject to reinstatement as hereinafter described. With respect to any Interest Drawing, upon reimbursement of the
applicable Liquidity Provider in full or in part for the amount of such Interest Drawing plus interest thereon, the Maximum Available
Commitment under the applicable Liquidity Facility will be reinstated by an amount equal to the amount of such Interest Drawing so reimbursed
to an amount not to exceed the then Required Amount with respect to such Liquidity Facility. However, such Liquidity Facility will not be so
reinstated at any time if (i) a Liquidity Event of Default shall have occurred and be continuing and less than 65% of the then aggregate
outstanding principal amount of all Equipment Notes are Performing Equipment Notes or (ii) a Final Drawing, Downgrade Drawing,
Non-Extension Drawing, WestLB Early Termination Drawing, WestLB Expiration Drawing or CNAI Special Termination Drawing shall have
been made under such Liquidity Facility. With respect to any other drawings under such Liquidity Facility, amounts available to be drawn
thereunder are not subject to reinstatement. On each date on which the Pool Balance of the Trust shall have been reduced by payments made to
the Certificateholders pursuant to the Intercreditor Agreement or Escrow and Paying Agent Agreement or shall have been deemed reduced in
connection with the disposal of an Aircraft or the sale of an Equipment Note as described in the proviso contained in the definition of Required
Amount , the Maximum Commitment under each Liquidity Facility will be automatically reduced from time to time to an amount equal to the
then Required Amount for such Liquidity Facility. (Liquidity Facilities, Section 2.04(a); Intercreditor Agreement, Section 3.6(j))
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Performing Equipment Note means an Equipment Note with respect to which no payment default has occurred and is continuing (without
giving effect to any acceleration); provided that in the event of a bankruptcy proceeding under the U.S. Bankruptcy Code in which Continental is
a debtor any payment default existing during the 60-day period under Section 1110(a)(2)(A) of the U.S. Bankruptcy Code (or such longer period
as may apply under Section 1110(b) of the U.S. Bankruptcy Code or as may apply for the cure of such payment default under
Section 1110(a)(2)(B) of the U.S. Bankruptcy Code) shall not be taken into consideration until the expiration of the applicable period.

If at any time the short-term unsecured debt rating or short-term issuer credit rating, as the case may be, of any Liquidity Provider (or, in the
case of CNAI the Liquidity Provider Guarantor) then issued by either Rating Agency is lower than the Threshold Rating (unless the Rating
Agencies confirm in writing that such downgrading of such Liquidity Provider or Liquidity Provider Guarantor will not result in the
downgrading, withdrawal or suspension of the ratings of the Certificates), or, in the case of the CNAI Liquidity Facility, the Liquidity Provider
Guarantor s guarantee ceases to be in full force and effect or becomes invalid or unenforceable or the Liquidity Provider Guarantor denies its
liability thereunder, and such Liquidity Facility is not replaced with a Replacement Facility within ten days after notice of such downgrading or
such event and as otherwise provided in the Intercreditor Agreement, such Liquidity Facility will be drawn in full up to the then Maximum
Available Commitment thereunder (the Downgrade Drawing ). The proceeds of a Downgrade Drawing will be deposited into a sub-account with
respect to such Liquidity Facility (a Sub-Account ) of a cash collateral account (the Cash Collateral Account ), and used for the same purposes
and under the same circumstances and subject to the same conditions as cash payments of Interest Drawings under such Liquidity Facility would
be used. (Liquidity Facilities, Section 2.02(c); Intercreditor Agreement, Section 3.6(c)) If a qualified Replacement Facility is subsequently
provided, the balance of the applicable Sub-Account of the Cash Collateral Account will be repaid to the replaced Liquidity Provider.

A Replacement Facility will mean an irrevocable liquidity facility (or liquidity facilities) in substantially the form of the replaced Liquidity
Facility, including reinstatement provisions, or in such other form or forms (which may include a letter of credit, surety bond, financial insurance
policy or guaranty) as shall permit the Rating Agencies to confirm in writing their respective ratings then in effect for the Certificates (before
downgrading of such ratings, if any, as a result of the downgrading of the replaced Liquidity Provider), in a face amount (or in an aggregate face
amount) equal to the then Required Amount for the replaced Liquidity Facility and issued by a person (or persons) having a short-term
unsecured debt rating or short-term issuer credit rating, as the case may be, issued by both Rating Agencies which are equal to or higher than the
Threshold Rating or such other ratings and qualifications as shall permit the Rating Agencies to confirm in writing their respective ratings then
in effect for the Certificates (before downgrading of such ratings, if any, as a result of the downgrading of the replaced Liquidity Provider).
(Intercreditor Agreement, Section 1.1) The provider of any Replacement Facility will have the same rights (including, without limitation,
priority distribution rights and rights as  Controlling Party ) under the Intercreditor Agreement as the initial Liquidity Provider being replaced.

Threshold Rating means the short-term unsecured debt rating of P-1 by Moody s Investors Service, Inc. ( Moody s ), and the short-term issuer
credit rating of A-1 by Standard & Poor s Ratings Services, a division of The McGraw-Hill Companies, Inc. ( Standard & Poor s , and together
with Moody s, the Rating Agencies ).

If at any time during the 18-month period prior to March 1, 2020 (the Final Expected Regular Distribution Date ), the Pool Balance is greater
than the aggregate outstanding principal amount of Equipment Notes (other than any Equipment Notes previously sold or with respect to which
the collateral securing such Equipment Notes has been disposed of), CNAI may, in its discretion, give notice of special termination under the
CNALI Liquidity Facility (a CNAI Special Termination Notice ). The effect of the delivery of such CNAI Special Termination Notice will be to
cause (i) the CNAI Liquidity Facility to expire on the fifth Business Day after the date on which such CNAI Special Termination Notice is
received by the Subordination Agent, (ii) the Subordination Agent to promptly request, and CNAI to promptly make, a special termination
drawing (a CNAI Special Termination Drawing ) in an amount equal to the Maximum Available Commitment thereunder and (iii) all amounts
owing to CNAI automatically to become
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accelerated. The proceeds of a CNAI Special Termination Drawing will be deposited into the applicable Sub-Account of the Cash Collateral
Account and used for the same purposes and under the same circumstances and subject to the same conditions as cash payments of Interest
Drawings under the CNAI Liquidity Facility would be used. (CNAI Liquidity Facility, Section 6.01(b); Intercreditor Agreement, Section 3.6(k)).

If on December 1, 2015, the Maximum Available Commitment under the WestLB Liquidity Facility is greater than zero, the WestLB
Liquidity Facility will be drawn in full up to its then Maximum Available Commitment (such drawing, a WestLB Expiration Drawing ). The
proceeds of a WestLB Expiration Drawing will be deposited into the applicable Sub-Account of the Cash Collateral Account and used for the
same purposes and under the same circumstances and subject to the same conditions as cash payments of Interest Drawings under the WestL.B
Liquidity Facility would be used. (WestLB Liquidity Facility, Section 2.02(f); Intercreditor Agreement, Section 3.6(1)).

The Liquidity Facilities provide that Liquidity Provider s obligations thereunder will expire on the earliest of:

With respect to the CNAI Liquidity Facility, 364 days after the initial issuance date of the Certificates (the Issuance Date ) (counting
from, and including, such issuance date).

With respect to the WestLB Liquidity Facility, December 16, 2015.

The date on which the Subordination Agent delivers to such Liquidity Provider a certification that all of the Certificates have been paid in
full.

The date on which the Subordination Agent delivers to such Liquidity Provider a certification that a Replacement Facility has been
substituted for such Liquidity Facility.

The fifth Business Day following receipt by the Subordination Agent of a Termination Notice or CNAI Special Termination Notice from
such Liquidity Provider (see  Liquidity Events of Default ).

The date on which no amount is or may (by reason of reinstatement) become available for drawing under such Liquidity Facility.

The CNAI Liquidity Facility provides that it may be extended for additional 364-day periods by mutual agreement of the Liquidity Provider
thereunder and the Subordination Agent.

The Intercreditor Agreement will provide for the replacement of the CNAI Liquidity Facility if the CNAI Liquidity Facility is scheduled to
expire earlier than 15 days after the Final Maturity Date and is not extended at least 25 days prior to its then scheduled expiration date. If the
CNAI Liquidity Facility is not so extended or replaced by the 25th day prior to its then scheduled expiration date, the CNAI Liquidity Facility
will be drawn in full up to the then Maximum Available Commitment thereunder (the Non-Extension Drawing ). The proceeds of the
Non-Extension Drawing will be deposited in the applicable Sub-Account of the Cash Collateral Account as cash collateral to be used for the
same purposes and under the same circumstances, and subject to the same conditions, as cash payments of Interest Drawings under such
Liquidity Facility would be used. (CNAI Liquidity Facility, Section 2.02(b); Intercreditor Agreement, Section 3.6(d)(i))

The WestLB Liquidity Facility provides that it may be terminated by WestLB in its sole discretion at any time during the period from the
40th day to and including the 25th day prior to each anniversary of the Closing Date upon not less than 25 days written notice to the
Subordination Agent (a WestLB Early Termination Notice ). If WestLB delivers a WestLB Early Termination Notice during such period and if
WestLB has not been replaced as the Liquidity Provider thereunder, then the WestLB Liquidity Facility will be drawn in full up to the then
Maximum Available Commitment thereunder (the WestLB Early Termination Drawing ). The proceeds of the WestLB Early Termination
Drawing will be deposited in the applicable Sub-Account of the Cash Collateral Account to be used for the same purposes under the same
circumstances, and subject to the same conditions, as cash payments of Interest Drawings under the WestLB Liquidity Facility would be used.
(WestLB Liquidity Facility, Section 2.02(b); Intercreditor Agreement, Section 3.6(d)(ii))
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Subject to certain limitations, Continental may, at its option, arrange for a Replacement Facility at any time to replace a liquidity facility for
the Trust (including without limitation any Replacement Facility described in the following sentence). In addition, if any liquidity provider
(other than WestLB) shall determine not to extend its liquidity facility, then such liquidity provider may, at its option, arrange for a Replacement
Facility to replace such liquidity facility (i) during the period no earlier than 40 days and no later than 25 days prior to the then scheduled
expiration date of such liquidity facility and (ii) at any time after such scheduled expiration date. Such liquidity provider may also arrange for a
Replacement Facility to replace its liquidity facility at any time after it has extended such liquidity facility to the date that is 15 days after the
Final Maturity Date or at any time after a Downgrade Drawing. If any Replacement Facility is provided at any time after a Downgrade Drawing,
Non-Extension Drawing, WestLB Early Termination Drawing, WestLB Expiration Drawing or CNAI Special Termination Drawing, the funds
on deposit in the relevant Sub-Account of the Cash Collateral Account will be returned to the liquidity provider being replaced. (Intercreditor
Agreement, Section 3.6(¢e))

Upon receipt by the Subordination Agent of a Termination Notice from any Liquidity Provider with respect to the relevant Liquidity
Facility, the Subordination Agent shall request a final drawing (a Final Drawing ) under such Liquidity Facility in an amount equal to the then
Maximum Available Commitment thereunder. The Subordination Agent will hold the proceeds of the Final Drawing in the relevant
Sub-Account of the Cash Collateral Account as cash collateral to be used for the same purposes and under the same circumstances, and subject
to the same conditions, as cash payments of Interest Drawings under such Liquidity Facility would be used. (Liquidity Facilities,

Section 2.02(d); Intercreditor Agreement, Section 3.6(i))

Drawings under any Liquidity Facility will be made by delivery by the Subordination Agent of a certificate in the form required by such
Liquidity Facility. Upon receipt of such a certificate, the relevant Liquidity Provider is obligated to make payment of the drawing requested
thereby in immediately available funds. Upon payment by a Liquidity Provider of the amount specified in any drawing under the relevant
Liquidity Facility, such Liquidity Provider will be fully discharged of its obligations under such Liquidity Facility with respect to such drawing
and will not thereafter be obligated to make any further payments under such Liquidity Facility in respect of such drawing to the Subordination
Agent or any other person.

Reimbursement of Drawings

The Subordination Agent must reimburse amounts drawn under the Liquidity Facilities by reason of an Interest Drawing, Final Drawing,
WestLB Early Termination Drawing, WestLB Expiration Drawing, CNAI Special Termination Drawing, Downgrade Drawing or
Non-Extension Drawing and interest thereon, but only to the extent that the Subordination Agent has funds available therefor.

Interest Drawings, CNAI Special Termination Drawing and Final Drawings

Amounts drawn by reason of an Interest Drawing, CNAI Special Termination Drawing or Final Drawing under the relevant Liquidity
Facility will be immediately due and payable, together with interest on the amount of such drawing. From the date of the drawing to (but
excluding) the third business day following such Liquidity Provider s receipt of the notice of such Interest Drawing, interest will accrue at the
Base Rate plus (i) in the case of an Interest Drawing or Final Drawing, 2.75% per annum or (ii) in the case of a CNAI Special Termination
Drawing, a specified margin per annum. Thereafter, interest will accrue at LIBOR for the applicable interest period plus (i) in the case of an
Interest Drawing or Final Drawing, 2.75% per annum or (ii) in the case of a CNAI Special Termination Drawing, a specified margin per annum.
In the case of the Final Drawing, however, the Subordination Agent may convert the Final Drawing into a drawing bearing interest at the Base
Rate plus 2.75% per annum on the last day of an interest period for such Drawing.

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 (a) 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
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quotations for such day for such transactions received by the applicable Liquidity Provider from three Federal funds brokers of recognized
standing selected by it, plus (b) one-quarter of one percent ( 1/4 of 1%).

LIBOR means, with respect to any interest period, (i) the rate per annum appearing on display page 3750 (British Bankers
Association LIBOR) of the Telerate Service (or any successor or substitute therefor) at approximately 11:00 A.M. (London time) two business
days before the first day of such interest period, as the rate for dollar deposits with a maturity comparable to such interest period, or (ii) if the
rate calculated pursuant to clause (i) above is not available, the average (rounded upwards, if necessary, to the next 1/16 of 1%) of the rates per
annum at which deposits in dollars are offered for the relevant interest period by three banks of recognized standing selected by the applicable
Liquidity Provider in the London interbank market at approximately 11:00 A.M. (London time) two business days before the first day of such
interest period in an amount approximately equal to the principal amount of the LIBOR Advance to which such interest period is to apply and
for a period comparable to such interest period.

Downgrade Drawings, Non-Extension Drawings, WestLB Early Termination Drawings and WestLB Expiration Drawings

The amount drawn under the relevant Liquidity Facility by reason of a Downgrade Drawing, Non-Extension Drawing, WestLB Early
Termination Drawing or WestLB Expiration Drawing will be treated as follows:

Such amount will be released on any Distribution Date to the relevant Liquidity Provider to the extent that such amount exceeds the
applicable Required Amount.

Any portion of such amount withdrawn from the relevant Sub-Account of the Cash Collateral Account to pay interest on the Certificates
will be treated in the same way as Interest Drawings.

The balance of such amount will be invested in certain specified eligible investments.

Any Downgrade Drawing, Non-Extension Drawing, WestLB Early Termination Drawing and WestLB Expiration Drawing, other than any
portion thereof applied to the payment of interest on the Certificates, will bear interest (x) subject to clause (y) below, at a rate equal to LIBOR
for the applicable interest period plus a specified margin on the outstanding amount from time to time of such drawing and (y) from and after the
date, if any, on which it is converted into a Final Drawing as described below under  Liquidity Events of Default , at a rate equal to LIBOR for the
applicable interest period (or, as described in the first paragraph under  Interest Drawings, CNAI Special Termination Drawing and Final
Drawings , the Base Rate) plus 2.75% per annum.

Liquidity Events of Default

Events of Default under the Liquidity Facilities (each, a Liquidity Event of Default ) will consist of:

The acceleration of all the Equipment Notes (provided, that if such acceleration occurs during the Delivery Period, the aggregate
principal amount thereof exceeds $200 million).

Certain bankruptcy or similar events involving Continental. (Liquidity Facilities, Section 1.01)

If (i) any Liquidity Event of Default has occurred and is continuing and (ii) less than 65% of the aggregate outstanding principal amount of
all Equipment Notes are Performing Equipment Notes, any Liquidity Provider may, in its discretion, give a notice of termination of its Liquidity
Facility (a Termination Notice ). The Termination Notice will have the following consequences:

Such Liquidity Facility will expire on the fifth Business Day after the date on which such Termination Notice is received by the
Subordination Agent.

The Subordination Agent will promptly request, and such Liquidity Provider will make, a Final Drawing thereunder in an amount equal
to the then Maximum Available Commitment thereunder.

Any Drawing remaining unreimbursed as of the date of termination will be automatically converted into a Final Drawing.

All amounts owing to such Liquidity Provider automatically will be accelerated.
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Notwithstanding the foregoing, the Subordination Agent will be obligated to pay amounts owing to the Liquidity Providers only to the
extent of funds available therefor after giving effect to the payments in accordance with the provisions set forth under Description of the
Intercreditor Agreement Priority of Distributions . (Liquidity Facilities, Section 6.01) Upon the circumstances described below under Description
of the Intercreditor Agreement Intercreditor Rights , a liquidity provider may become the Controlling Party with respect to the exercise of
remedies under the Indentures. (Intercreditor Agreement, Section 2.6(c))

Liquidity Providers

The initial Liquidity Providers for the Certificates will be Citicorp North America, Inc. and WestLB AG, New York Branch. The
obligations of Citicorp North America, Inc. will be guaranteed by Citicorp, its parent company (the Liquidity Provider Guarantor ). Citicorp has a
short-term unsecured debt rating of P-1 from Moody s and a short-term issuer credit rating of A-1+ from Standard & Poor s. WestLB AG has a
short-term unsecured debt rating of P-1 from Moody s and a short-term issuer credit rating of A-1+ from Standard & Poor s.
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DESCRIPTION OF THE INTERCREDITOR AGREEMENT

The following summary describes the material provisions of the Intercreditor Agreement (the Intercreditor Agreement ) among the Trustee,
the Liquidity Providers and Wilmington Trust Company, as subordination agent (the Subordination Agent ). The summary supplements (and, to
the extent inconsistent therewith, replaces) the description of the general terms and provisions relating to the Intercreditor Agreement set forth in
the Prospectus. The summary does not purport to be complete and is qualified in its entirety by reference to all of the provisions of the
Intercreditor Agreement, which will be filed as an exhibit to a Current Report on Form 8-K to be filed by Continental with the Commission.

Intercreditor Rights

Controlling Party

Each Loan Trustee will be directed in taking, or refraining from taking, any action thereunder or with respect to the Equipment Notes issued
under such Indenture, by the holders of at least a majority of the outstanding principal amount of the Equipment Notes issued under such
Indenture, so long as no Indenture Default (which has not been cured by the applicable Owner Trustee or Owner Participant) shall have occurred
and be continuing thereunder. For so long as the Subordination Agent is the registered holder of the Equipment Notes, the Subordination Agent
will act with respect to the preceding sentence in accordance with the directions of the Trustee for whom the Equipment Notes issued under such
Indenture are held as Trust Property, to the extent constituting, in the aggregate, directions with respect to the required principal amount of
Equipment Notes.

After the occurrence and during the continuance of an Indenture Default under such Indenture (which has not been cured by the applicable
Owner Trustee or Owner Participant), each Loan Trustee will be directed in taking, or refraining from taking, any action thereunder or with
respect to the Equipment Notes issued under the related Indenture, including acceleration of such Equipment Notes or foreclosing the lien on the
related Aircraft, by the Controlling Party, subject to the limitations described below. See Description of the Certificates Indenture Defaults and
Certain Rights Upon an Indenture Default for a description of the rights of the Certificateholders to direct the Trustee.

The Controlling Party will be:

The Trustee.

Under certain circumstances, and notwithstanding the foregoing, a Liquidity Provider, as discussed in the next paragraph.

At any time after 18 months from the earlier to occur of (x) the date on which the entire available amount under any Liquidity Facility shall
have been drawn (for any reason other than a Downgrade Drawing, Non-Extension Drawing, WestLB Early Termination Drawing, WestLB
Expiration Drawing, or CNAI Special Termination Drawing) and remain unreimbursed, (y) the date on which the entire amount of any
Downgrade Drawing, Non-Extension Drawing, WestLB Early Termination Drawing, WestLB Expiration Drawing or CNAI Special
Termination Drawing shall have been withdrawn from the relevant Sub-Account of the Cash Collateral Account to pay interest on the
Certificates and remain unreimbursed and (z) the date on which all Equipment Notes shall have been accelerated (provided that if such
acceleration occurs prior to the Delivery Period Termination Date, the aggregate principal amount thereof exceeds $200 million), the Liquidity
Provider with the highest aggregate amount of Liquidity Obligations owed to it (so long as such Liquidity Provider has not defaulted in its
obligations to make any drawing under its Liquidity Facility) shall have the right to become the Controlling Party with respect to any Indenture.

For purposes of giving effect to the rights of the Controlling Party, the Trustee shall irrevocably agree, and the Certificateholders will be
deemed to agree by virtue of their purchase of Certificates, that the Subordination Agent, as record holder of the Equipment Notes, shall exercise
its voting rights in respect of the Equipment Notes as directed by a Liquidity Provider if such Liquidity Provider is the Controlling Party.
(Intercreditor Agreement, Section 2.6) For a description of certain limitations on the Controlling Party s rights to exercise remedies, see

Description of the Equipment Notes Remedies .
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Sale of Equipment Notes or Aircraft

Upon the occurrence and during the continuation of any Indenture Default under any Indenture, the Controlling Party may accelerate and
sell all (but not less than all) of the Equipment Notes issued under such Indenture or the Aircraft subject to the lien of such Indenture, in either
case, to any person.

Priority of Distributions

Before a Triggering Event

So long as no Triggering Event shall have occurred (whether or not continuing), all payments in respect of the Equipment Notes and certain
other payments received on any Distribution Date will be promptly distributed by the Subordination Agent on such Distribution Date in the
following order of priority:

To the Liquidity Providers to the extent required to pay the Liquidity Expenses.

To the Liquidity Providers to the extent required to pay interest accrued on the Liquidity Obligations and to pay the outstanding amount
of any CNAI Special Termination Drawing.

To the Liquidity Providers to the extent required to pay or reimburse each Liquidity Provider for certain Liquidity Obligations (other than
amounts payable pursuant to the two preceding clauses) and/or, if applicable, to replenish each Sub-Account of the Cash Collateral
Account up to its Required Amount.

To the Trustee to the extent required to pay Expected Distributions on the Certificates.

To the Subordination Agent and the Trustee for the payment of certain fees and expenses.

Liquidity Obligations means the obligations to reimburse or to pay the Liquidity Providers all principal, interest, fees and other amounts
owing to it under the Liquidity Facilities or certain other agreements.

Liquidity Expenses means the Liquidity Obligations other than any interest accrued thereon or the principal amount of any drawing under
the Liquidity Facilities.

Expected Distributions means, on any Distribution Date (the Current Distribution Date ), the sum of (1) accrued and unpaid interest on the
Certificates (excluding interest, if any, payable with respect to any Deposits) and (2) the difference between:

(A) the Pool Balance as of the immediately preceding Distribution Date (or, if the Current Distribution Date is the first Distribution
Date, the original aggregate face amount of the Certificates) and

(B) the Pool Balance as of the Current Distribution Date calculated on the basis that (i) the principal of the Equipment Notes has been
paid when due (whether at stated maturity, upon redemption, prepayment, purchase, acceleration or otherwise) and such payments have
been distributed to the Certificateholders and (ii) the principal of any Equipment Notes formerly held in the Trust that have been sold
pursuant to the Intercreditor Agreement has been paid in full and such payments have been distributed to the Certificateholders, but without
giving effect to any reduction in the Pool Balance as a result of any distribution attributable to Deposits occurring after the immediately
preceding Distribution Date (or, if the Current Distribution Date is the first Distribution Date, occurring after the initial issuance of the
Certificates).

For purposes of determining the priority of distributions on account of the redemption, purchase or prepayment of all of the Equipment
Notes issued pursuant to an Indenture, clause (1) of the definition of Expected Distributions shall be deemed to read as follows: (1) accrued, due
and unpaid interest on the Certificates together with (without duplication) accrued and unpaid interest on a portion of the Certificates equal to the
outstanding principal amount of the Equipment Notes and being redeemed, purchased or prepaid (immediately prior to such redemption,
purchase or prepayment), in each case excluding interest, if any, payable with respect to any Deposits .

S-58

71



Edgar Filing: CONTINENTAL AIRLINES INC /DE/ - Form 424B3

72



Edgar Filing: CONTINENTAL AIRLINES INC /DE/ - Form 424B3

After a Triggering Event

Subject to the terms of the Intercreditor Agreement, upon the occurrence of a Triggering Event and at all times thereafter, all funds received
by the Subordination Agent in respect of the Equipment Notes and certain other payments will be promptly distributed by the Subordination
Agent in the following order of priority:

To the Subordination Agent, the Trustee, any Certificateholder and any Liquidity Provider to the extent required to pay certain
out-of-pocket costs and expenses actually incurred by the Subordination Agent or the Trustee or to reimburse any Certificateholder or
such Liquidity Provider in respect of payments made to the Subordination Agent or the Trustee in connection with the protection or
realization of the value of the Equipment Notes or any Trust Indenture Estate under (and as defined in any Indenture) (collectively, the

Administration Expenses ) and, if the Subordination Agent shall have requested the initial Appraisals and only so long as a Triggering
Event shall be continuing, to fund or replenish the Reserve Account up to the Reserve Amount, but in no event (other than the initial
funding of the Reserve Account) more than $25,000 in the aggregate during any calendar year.

To the Liquidity Providers to the extent required to pay the Liquidity Expenses.

To the Liquidity Providers to the extent required to pay interest accrued on the Liquidity Obligations and to pay the outstanding amount
of any CNAI Special Termination Drawing.

To the Liquidity Providers to the extent required to pay the outstanding amount of all Liquidity Obligations and, if applicable, unless

(x) less than 65% of the aggregate outstanding principal amount of all Equipment Notes are Performing Equipment Notes and a Liquidity
Event of Default shall have occurred and is continuing or (y) a Final Drawing shall have occurred, to replenish the related Sub-Account
of the Cash Collateral Account up to its Required Amount (less the amount of any repayments of Interest Drawings while

sub-clause (x) of this clause is applicable).

To the Subordination Agent, the Trustee or any Certificateholder to the extent required to pay certain fees, taxes, charges and other
amounts payable.

To the Trustee to the extent required to pay Triggering Event Distributions on the Certificates.

Reserve Account means an account established by the Subordination Agent to fund the Appraisals following a Triggering Event, such
account to be funded up to the Reserve Amount upon the initial funding, provided, that after such initial funding, no more than $25,000 will be
deposited into such account in any calendar year and no more than $100,000 shall be on deposit in such account at any time.

Reserve Amount means $75,000.

Triggering Event Distributions means, on any Current Distribution Date, the sum of (x) the aggregate amount of all accrued and unpaid
interest on the Certificates (excluding interest, if any, payable with respect to any Deposits) and (y) the Pool Balance as of the immediately
preceding Distribution Date (or, if the Current Distribution Date is the first Distribution Date, the original aggregate face amount of the
Certificates) (less the amount of the Deposits as of such preceding Distribution Date (or, if the Current Distribution Date is the first Distribution
Date, the Issuance Date) other than any portion of such Deposits thereafter used to acquire Equipment Notes pursuant to the Note Purchase
Agreement).

For purposes of calculating Expected Distributions or Triggering Event Distributions, any premium paid on the Equipment Notes that has
not been distributed to the Certificateholders (other than such premium or a portion thereof applied to the payment of interest on the Certificates
or the reduction of the Pool Balance) shall be added to the amount of Expected Distributions or Triggering Event Distributions.

After a Triggering Event occurs and any Equipment Note ceases to be a Performing Equipment Note, the Subordination Agent shall obtain
three Appraisals of all of the Aircraft as soon as practicable and during the continuance of such Triggering Event additional Appraisals on or
prior to each six-month anniversary of the date of such initial Appraisals; provided that the Controlling Party shall have the right to obtain or
cause to be obtained substitute additional Appraisals (including Appraisals based upon physical inspection of such Aircraft) at any time.
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Appraisal means a desk-top appraisal setting forth the current market value, current lease rate and immediate or distress sale value (in each

case, as defined by the International Society of Transport Aircraft Trading) performed by any Appraiser or any other nationally recognized
appraiser reasonably selected by the Subordination Agent or the Controlling Party.

Interest Drawings under the Liquidity Facilities and withdrawals from the related Sub-Account of the Cash Collateral Account, in each case
in respect of interest on the Certificates, will be distributed to the Trustee, notwithstanding the priority of distributions set forth in the
Intercreditor Agreement and otherwise described herein. All amounts on deposit in the Sub-Accounts of the Cash Collateral Account that are in
excess of the relevant Required Amount will be paid to the relevant Liquidity Provider.

Voting of Equipment Notes

In the event that the Subordination Agent, as the registered holder of any Equipment Note, receives a request for its consent to any
amendment, modification, consent or waiver under such Equipment Note or the related Indenture (or, if applicable, the related Lease, the related
Participation Agreement or other related document), (i) if no Indenture Default shall have occurred and be continuing with respect to such
Indenture, the Subordination Agent shall request instructions from the Trustee and shall vote or consent in accordance with the directions of the
Trustee and (ii) if any Indenture Default (which has not been cured by the applicable Owner Trustee or Owner Participant) shall have occurred
and be continuing with respect to such Indenture, the Subordination Agent will exercise its voting rights as directed by the Controlling Party,
subject to certain limitations; provided that no such amendment, modification, consent or waiver shall, without the consent of the Liquidity
Providers, reduce the amount of rent, supplemental rent or stipulated loss values payable by Continental under any Lease. (Intercreditor
Agreement, Section 9.1(b))

List of Certificateholders

Upon the occurrence of an Indenture Default, the Subordination Agent shall instruct the Trustee to, and the Trustee shall, request that DTC
post on its Internet bulletin board a securities position listing setting forth the names of all the parties reflected on DTC s books as holding
interests in the certificates.

Reports

Promptly after the occurrence of a Triggering Event or an Indenture Default resulting from the failure of Continental to make payments on
any Equipment Note and on every sixth Regular Distribution Date while the Triggering Event or such Indenture Default shall be continuing, the
Subordination Agent will provide to the Trustee, Liquidity Providers, Rating Agencies and Continental a statement setting forth the following
information:

After a bankruptcy of Continental, with respect to each Aircraft, whether such Aircraft is (i) subject to the 60-day period of Section 1110
of the Bankruptcy Code, (ii) subject to an election by Continental under Section 1110(a) of the Bankruptcy Code, (iii) covered by an
agreement contemplated by Section 1110(b) of the Bankruptcy Code or (iv) not subject to any of (i), (ii) or (iii).

To the best of the Subordination Agent s knowledge, after requesting such information from Continental, (i) whether the Aircraft are
currently in service or parked in storage, (ii) the maintenance status of the Aircraft and (iii) location of the Engines (as defined in the
Indentures).

The current Pool Balance of the Certificates and outstanding principal amount of all Equipment Notes.

The expected amount of interest which will have accrued on the Equipment Notes and on the Certificates as of the next Regular
Distribution Date.

The amounts paid to each person on such Distribution Date pursuant to the Intercreditor Agreement.

Details of the amounts paid on such Distribution Date identified by reference to the relevant provision of the Intercreditor Agreement and
the source of payment (by Aircraft and party).
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If the Subordination Agent has made a Final Drawing under any Liquidity Facility.

The amounts currently owed to each Liquidity Provider.
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The amounts drawn under each Liquidity Facility.

After a bankruptcy of Continental, any operational reports filed by Continental with the bankruptcy court which are available to the
Subordination Agent on a non-confidential basis.
The Subordination Agent

Wilmington Trust Company will be the Subordination Agent under the Intercreditor Agreement. Continental and its affiliates may from
time to time enter into banking and trustee relationships with the Subordination Agent and its affiliates. The Subordination Agent s address is
Wilmington Trust Company, Rodney Square North, 1100 North Market Street, Wilmington, Delaware 19890-0001, Attention: Corporate Trust
Administration.

The Subordination Agent may resign at any time, in which event a successor Subordination Agent will be appointed as provided in the
Intercreditor Agreement. The Controlling Party may remove the Subordination Agent for cause as provided in the Intercreditor Agreement. In
such circumstances, a successor Subordination Agent will be appointed as provided in the Intercreditor Agreement. Any resignation or removal
of the Subordination Agent and appointment of a successor Subordination Agent does not become effective until acceptance of the appointment
by the successor Subordination Agent. (Intercreditor Agreement, Section 8.1)
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DESCRIPTION OF THE AIRCRAFT AND THE APPRAISALS

The Aircraft

The Aircraft consist of 26 Embraer EMB-145XR aircraft (collectively, the Aircraft ), of which 10 have previously been delivered to
Continental during 2004 and 16 are scheduled to be newly delivered to Continental by Embraer Empresa Brasileira de Aeronautica S.A.
( Embraer ) during the Delivery Period. The Aircraft are 50-seat, twin-turbofan jetliners powered by two Allison AE3007A1E engines.

The 10 previously delivered aircraft are currently owned by owner trusts beneficially owned by Refine, an affiliate of Embraer, and leased
on an interim basis by Continental and subleased by ExpressJet. Pursuant to the leveraged leases to be entered into in connection with the
Offering, all Aircraft will be leased to Continental and subleased to ExpressJet. The subleases are not included in the security for the Equipment
Notes and may be modified or terminated at any time without notice to or the consent of the Certificateholders. The subleases will be subject and
subordinate to the leases with Continental. Refine is expected to be the initial Owner Participant under the leveraged lease transactions, although
Embraer has advised Continental that it intends to seek to arrange other Owner Participants. See Description of the Equipment Notes The
Leases Owner Participant .

The Appraisals

The table below sets forth the appraised values of the Aircraft, as determined by Aviation Specialists Group (  ASG ), AvSolutions ( AVS ) and
BK Associates ( BK ), independent aircraft appraisal and consulting firms (the Appraisers ), and as set forth in their appraisal reports, each dated
as of June 11, 2004.

Expected Appraiser s Valuations
Registration Manufacturer s Scheduled Delivery Appraised
Number Serial Number Month(1) ASG AVS BK Value(2)
NI11155 145782 January 2004 $19,700,000 $20,960,000 $20,440,000 $20,366,667
N10156 145786 February 2004 19,700,000 21,000,000 20,450,000 20,383,333
N12157 145787 February 2004 19,700,000 21,000,000 20,450,000 20,383,333
N14158 145791 March 2004 19,700,000 21,040,000 20,470,000 20,403,333
N17159 145792 March 2004 19,700,000 21,040,000 20,470,000 20,403,333
N12160 145799 April 2004 19,700,000 21,090,000 20,480,000 20,423,333
N13161 14500805 April 2004 19,700,000 21,090,000 20,480,000 20,423,333
N14162 14500808 May 2004 19,700,000 21,140,000 20,500,000 20,446,667
N12163 14500811 May 2004 19,700,000 21,140,000 20,500,000 20,446,667
N11164 14500817 June 2004 19,700,000 21,370,000 20,520,000 20,520,000
N11165 14500819 June 2004 20,000,000 21,370,000 20,520,000 20,520,000
N12166 14500831 July 2004 20,100,000 21,420,000 20,540,000 20,540,000
N12167 14500834 July 2004 20,100,000 21,420,000 20,540,000 20,540,000
N14168 14500840 August 2004 20,100,000 21,460,000 20,550,000 20,550,000
N17169 14500844 August 2004 20,100,000 21,460,000 20,550,000 20,550,000
N16170 14500850 September 2004 20,100,000 21,510,000 20,570,000 20,570,000
N14171 TBD October 2004 20,200,000 21,560,000 20,580,000 20,580,000
N12172 TBD October 2004 20,200,000 21,560,000 20,580,000 20,580,000
N14173 TBD November 2004 20,200,000 21,610,000 20,600,000 20,600,000
N14174 TBD December 2004 20,200,000 21,660,000 20,620,000 20,620,000
N12175 TBD December 2004 20,200,000 21,660,000 20,620,000 20,620,000
N11176 TBD January 2005 20,300,000 21,710,000 20,640,000 20,640,000
N14177 TBD February 2005 20,300,000 21,760,000 20,650,000 20,650,000
N16178 TBD February 2005 20,300,000 21,760,000 20,650,000 20,650,000
N14179 TBD March 2005 20,300,000 21,810,000 20,670,000 20,670,000
N14180 TBD March 2005 20,300,000 21,810,000 20,670,000 20,670,000

77



Edgar Filing: CONTINENTAL AIRLINES INC /DE/ - Form 424B3

(1) The Aircraft with manufacturer s serial numbers 145782, 145786, 145787, 145791, 145792, 145799, 14500805, 14500808, 14500811 and
14500817 were previously delivered to Continental during 2004. The actual delivery date for the other aircraft may be subject to delay or
acceleration. See  Deliveries of Aircraft .

(2) The appraised value of each Aircraft for purposes of this Offering is the lesser of the average and median values of such Aircraft as
appraised by the Appraisers.
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For purposes of the foregoing chart, ASG, AVS and BK each was asked to provide its opinion as to the appraised value of each Aircraft
projected, in the case of Aircraft yet to be delivered, as of the scheduled delivery month of such Aircraft. As part of this process, all three
Appraisers performed desk-top appraisals without any physical inspection of the Aircraft. The appraisals are based on various assumptions and
methodologies, which vary among the appraisals. The Appraisers have delivered letters summarizing their respective appraisals, copies of which
are annexed to this Prospectus Supplement as Appendix II. For a discussion of the assumptions and methodologies used in each of the
appraisals, reference is hereby made to such summaries.

An appraisal is only an estimate of value. It is not indicative of the price at which an aircraft may be purchased from the manufacturer. Nor
should it be relied upon as a measure of realizable value. The proceeds realized upon a sale of any Aircraft may be less than its appraised value.
The value of the Aircraft in the event of the exercise of remedies under the applicable Indenture will depend on market and economic conditions,
the availability of buyers, the condition of the Aircraft and other similar factors. Accordingly, there can be no assurance that the proceeds
realized upon any such exercise with respect to the Equipment Notes and the Aircraft pursuant to the applicable Indenture would equal the
appraised value of such Aircraft or be sufficient to satisfy in full payments due on such Equipment Notes or the Certificates.

Deliveries of Aircraft

The Aircraft that may be financed with the proceeds of this Offering are scheduled for delivery under Continental s purchase agreement with
Embraer from June 2004 through March 2005, except that the Aircraft with manufacturer s serial numbers 145782, 145786, 145787, 145791,
145792, 145799, 14500805, 14500808, 14500811 and 14500817 were previously delivered to Continental during 2004. Under such purchase
agreement, delivery of an aircraft may be delayed due to Excusable Delays , which are defined to mean any event or occurrence beyond
Embraer s control or not occasioned by Embraer s fault or negligence.

The Note Purchase Agreement provides that the delivery period (the Delivery Period ) will expire on June 30, 2005, subject to extension if
the Equipment Notes relating to all of the Aircraft (or Substitute Aircraft in lieu thereof) have not been purchased by the Trustee on or prior to
such date due to any reason beyond the control of Continental and not occasioned by Continental s fault or negligence, to the earlier of (i) the
date on which the Trustee purchases Equipment Notes relating to the last Aircraft (or Substitute Aircraft in lieu thereof) and (ii) September 30,
2005.

If delivery of any Aircraft is delayed by more than 30 days after the month scheduled for delivery or beyond June 30, 2005, Continental has
the right to replace such Aircraft with a Substitute Aircraft, subject to certain conditions. See  Substitute Aircraft . If delivery of any Aircraft is
delayed beyond the Delivery Period Termination Date and Continental does not exercise its right to replace such Aircraft with a Substitute
Aircraft, there will be unused Deposits that will be distributed to Certificateholders together with accrued and unpaid interest thereon but without
a premium. See Description of the Deposit Agreement Unused Deposits .

Substitute Aircraft

If the delivery date for any Aircraft is delayed (i) more than 30 days after the month scheduled for delivery or (ii) beyond June 30, 2005,
Continental may identify for delivery a substitute aircraft (each, together with the substitute aircraft referred to below, a Substitute Aircraft )
therefor meeting the following conditions:

A Substitute Aircraft must be an EMB-145XR aircraft manufactured after the Issuance Date.

A Substitute Aircraft may be substituted for an Aircraft so long as after giving effect thereto the maximum principal amount of
Equipment Notes issued in respect of the Substitute Aircraft under the Mandatory Economic Terms would not exceed the maximum
principal amount of the Equipment Notes that could have been issued under the Mandatory Economic Terms in respect of the replaced
Aircraft.

Continental will be obligated to obtain written confirmation from each Rating Agency that substituting such Substitute Aircraft for the
replaced Aircraft will not result in a withdrawal, suspension or downgrading of the ratings of the Certificates.
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DESCRIPTION OF THE EQUIPMENT NOTES

The following summary describes the material terms of the Equipment Notes and supplements (and, to the extent inconsistent therewith,
replaces) the description of the general terms and provisions relating to the Equipment Notes, the Indentures, the Leases, the Participation
Agreements, the trust agreements under which the Owner Trustees act on behalf of the Owner Participants (the Trust Agreements ) and the Note
Purchase Agreement set forth in the Prospectus. The summaries make use of terms defined in and are qualified in their entirety by reference to
all of the provisions of the Equipment Notes, the Indentures, the Leases, the Participation Agreements, the Trust Agreements and the Note
Purchase Agreement, forms of each of which will be filed as an exhibit to a Current Report on Form 8-K to be filed by Continental with the
Commission. Except as otherwise indicated, the following summaries relate to the Equipment Notes, the Indenture, the Lease, the Participation
Agreement and the Trust Agreement that may be applicable to each Aircraft.

Under the Note Purchase Agreement, Continental will enter into a leveraged lease financing with respect to each Aircraft. The Note
Purchase Agreement provides for the relevant parties to enter into a Participation Agreement, a Lease and an Indenture relating to the financing
of each Aircraft. The description of such financing agreements in this Prospectus Supplement is based on the forms of such agreements annexed
to the Note Purchase Agreement. However, the terms of the financing agreements actually entered into may differ from the forms of such
agreements and, consequently, may differ from the description of such agreements contained in this Prospectus Supplement. This is because a
third party the owner participant that will be the beneficial owner of the Aircraft (the Owner Participant ) will provide a portion of the financing
of such Aircraft and may request changes. Although such changes are permitted, under the Note Purchase Agreement the terms of such
agreements are required (i) to contain the Mandatory Document Terms and (ii) not to vary the Mandatory Economic Terms. In addition,
Continental will be obligated to certify to the Trustee that any such modifications do not materially and adversely affect the Certificateholders.
Continental must also obtain written confirmation from each Rating Agency that the use of financing agreements modified in any material
respect from the forms attached to the Note Purchase Agreement would not result in a withdrawal, suspension or downgrading of the ratings of
the Certificates. See Description of the Certificates Obligation to Purchase Equipment Notes .

General

The Equipment Notes with respect to each Aircraft (the Equipment Notes ) will be issued under a separate Indenture between Wells Fargo
Bank Northwest, National Association, as owner trustee (each, an Owner Trustee ) of a trust for the benefit of the Owner Participant who will be
the beneficial owner of such Aircraft, and Wilmington Trust Company, as indenture trustee thereunder (each, a Loan Trustee ).

The related Owner Trustee will lease each Aircraft to Continental pursuant to a separate Lease between such Owner Trustee and Continental
with respect to such Aircraft. Under each Lease, Continental will be obligated to make or cause to be made rental and other payments to the
related Loan Trustee on behalf of the related Owner Trustee, which rental and other payments will be at least sufficient to pay in full when due
all payments required to be made on the Equipment Notes issued with respect to such Aircraft. The Equipment Notes are not, however, direct
obligations of, or guaranteed by, Continental. Continental s rental obligations under each Lease will be general obligations of Continental.

Principal and Interest Payments

Subject to the provisions of the Intercreditor Agreement, interest paid on the Equipment Notes will be passed through to the
Certificateholders on the dates and at the rate per annum set forth on the cover page of this Prospectus Supplement until the Final Expected
Regular Distribution Date. Subject to the provisions of the Intercreditor Agreement, principal paid on the Equipment Notes will be passed
through to the Certificateholders in scheduled amounts until the Final Expected Regular Distribution Date.
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Interest will be payable on the unpaid principal amount of each Equipment Note at the rate per annum applicable to such Equipment Note
the first day of each month, commencing on the first such date to occur after initial issuance thereof. Such interest will be computed on the basis
of a 360-day year of twelve 30-day months.

Scheduled principal payments on the Equipment Notes will be made on the first day of each month. See Description of the Certificates Pool
Factors for a discussion of the scheduled payments of principal of the Equipment Notes and possible revisions thereto.

If any date scheduled for a payment of principal, premium (if any) or interest with respect to the Equipment Notes is not a Business Day,
such payment will be made on the next succeeding Business Day without any additional interest.

Redemption

If an Event of Loss occurs with respect to an Aircraft and such Aircraft is not replaced by Continental under the related Lease, the
Equipment Notes issued with respect to such Aircraft will be redeemed, in whole, in each case at a price equal to the aggregate unpaid principal
amount thereof, together with accrued interest thereon to, but not including, the date of redemption, but without premium, on a Special
Distribution Date. (Indentures, Section 2.10(a))

If Continental exercises its right to terminate a Lease under Section 9 of such Lease, the Equipment Notes relating to the applicable Aircraft
will be redeemed, in whole, on a Special Distribution Date at a price equal to the aggregate unpaid principal amount thereof, together with
accrued and unpaid interest thereon to, but not including, the date of redemption, plus, if such redemption is made prior to September 12, 2013
(the Premium Termination Date ), a Make-Whole Premium. (Indentures, Section 2.10(b)) See  The Leases Lease Termination .

If (x) one or more Lease Events of Default shall have occurred and been continuing, (y) in the event of a bankruptcy proceeding involving
Continental, (i) during the Section 1110 Period, the trustee in such proceeding or Continental does not assume or agree to perform its obligations
under the related Lease or (ii) at any time after assuming or agreeing to perform such obligations, such trustee or Continental ceases to perform
such obligations such that the stay period applicable under the U.S. Bankruptcy Code comes to an end or (z) the Equipment Notes with respect
to such Aircraft have been accelerated or the Loan Trustee with respect to such Equipment Notes takes action or notifies the applicable Owner
Trustee that it intends to take action to foreclose the lien of the related Indenture or otherwise commence the exercise of any significant remedy
under such Indenture or the related Lease, then in each case all, but not less than all, of the Equipment Notes issued with respect to such Aircraft
may be purchased by the related Owner Trustee or Owner Participant on the applicable purchase date at a price equal to the aggregate unpaid
principal thereof, together with accrued and unpaid interest thereon to, but not including, the date of purchase, but without any premium
(provided that a Make-Whole Premium shall be payable if such Equipment Notes are to be purchased pursuant to clause (x) prior to the
Premium Termination Date applicable thereto when a Lease Event of Default shall have occurred and been continuing for less than 120 days).
(Indentures, Section 2.13)

Make-Whole Premium means an amount (as determined by an independent investment bank of national standing) equal to the excess, if
any, of (a) the present value of the remaining scheduled payments of principal and interest to maturity of such Equipment Note computed by
discounting such payments on a monthly basis on each payment date under the applicable Indenture (assuming a 360-day year of twelve 30-day
months) using a discount rate equal to the Treasury Yield plus .50% over (b) the outstanding principal amount of such Equipment Note plus
accrued interest to the date of determination.

For purposes of determining the Make-Whole Premium, Treasury Yield means, at the date of determination with respect to any Equipment
Note, the interest rate (expressed as a decimal and, in the case of United States Treasury bills, converted to a bond equivalent yield) determined
to be the per annum rate equal to the monthly yield to maturity for United States Treasury securities maturing on the Average Life
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Date of such Equipment Note and trading in the public securities markets either as determined by interpolation between the most recent weekly
average yield to maturity for two series of United States Treasury securities trading in the public securities markets, (A) one maturing as close as
possible to, but earlier than, the Average Life Date of such Equipment Note and (B) the other maturing as close as possible to, but later than, the
Average Life Date of such Equipment Note, in each case as published in the most recent H.15(519) or, if a weekly average yield to maturity for
United States Treasury securities maturing on the Average Life Date of such Equipment Note is reported in the most recent H.15(519), such
weekly average yield to maturity as published in such H.15(519). H.15(519) means the weekly statistical release designated as such, or any
successor publication, published by the Board of Governors of the Federal Reserve System. The date of determination of a Make-Whole

Premium shall be the third Business Day prior to the applicable payment or redemption date and the most recent H.15(519) means the H.15(519)
published prior to the close of business on the third Business Day prior to the applicable payment or redemption date.

Average Life Date for any Equipment Note shall be the date which follows the time of determination by a period equal to the Remaining
Weighted Average Life of such Equipment Note. Remaining Weighted Average Life on a given date with respect to any Equipment Note shall
be the number of days equal to the quotient obtained by dividing (a) the sum of each of the products obtained by multiplying (i) the amount of
each then remaining scheduled payment of principal of such Equipment Note by (ii) the number of days from and including such determination
date to but excluding the date on which such payment of principal is scheduled to be made, by (b) the then outstanding principal amount of such
Equipment Note.

Security

Aircraft
The Equipment Notes issued with respect to each Aircraft will be secured by:

An assignment by the related Owner Trustee to the related Loan Trustee of such Owner Trustee s rights, except for certain limited rights,
under the Lease with respect to the related Aircraft, including the right to receive payments of rent thereunder.

A mortgage to such Loan Trustee of such Aircraft, subject to the rights of Continental under such Lease.

An assignment to such Loan Trustee of certain of such Owner Trustee s rights under the purchase agreement between Continental and the
Aircraft manufacturer.

Unless and until an Indenture Default has occurred and is continuing, the Loan Trustee may not exercise the rights of the Owner Trustee
under the related Lease, except the Owner Trustee s right to receive payments of rent due thereunder. The assignment by the Owner Trustee to
the Loan Trustee of its rights under the related Lease will exclude certain rights of such Owner Trustee and the related Owner Participant,
including the rights of the Owner Trustee and the Owner Participant with respect to indemnification by Continental for certain matters, insurance
proceeds payable to such Owner Trustee in its individual capacity or to such Owner Participant under public liability insurance maintained by
Continental under such Lease or by such Owner Trustee or such Owner Participant, insurance proceeds payable to such Owner Trustee in its
individual capacity or to such Owner Participant under certain casualty insurance maintained by such Owner Trustee or such Owner Participant
under such Lease and certain reimbursement payments made by Continental to such Owner Trustee. (Indentures, Granting Clause) The
Equipment Notes issued in respect of any one Aircraft will not be secured by any of the other Aircraft or Leases. Accordingly, any excess
proceeds from the exercise of remedies with respect to the Equipment Notes relating to an Aircraft will not be available to cover any shortfall
with respect to any other Aircraft.
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Cash

Cash, if any, held from time to time by the Loan Trustee with respect to any Aircraft, including funds held as the result of an Event of Loss
to such Aircraft or termination of the Lease, if any, relating thereto, will be invested and reinvested by such Loan Trustee, at the direction of the
related Owner Trustee, in investments described in the related Indenture. (Indentures, Section 5.09)

Loan to Value Ratios of Equipment Notes

The tables in Appendix III set forth illustrative loan to Aircraft value ratios for the Equipment Notes issued in respect of each Aircraft as of
April 1, 2005 and the Regular Distribution Dates thereafter, assuming that the Equipment Notes in the maximum principal amount are issued in
respect of each such Aircraft. This example was utilized by Continental in preparing the Assumed Amortization Schedule, although the
amortization schedule for the Equipment Notes issued with respect to an Aircraft may vary from such assumed schedule so long as it complies
with the Mandatory Economic Terms. Accordingly, the tables set forth in Appendix III may not be applicable in the case of any particular
Aircraft. For example, in the event the final maturity date of the Equipment Notes for an Aircraft were significantly earlier than that shown
below, the average life of the Certificates may be correspondingly reduced, subject to compliance with the Mandatory Economic Terms. See

Description of the Certificates Pool Factors . The LTV was obtained by dividing (i) the outstanding balance (assuming no payment default) of
such Equipment Notes determined immediately after giving effect to the payments scheduled to be made on each such Regular Distribution Date
by (ii) the assumed value (the Assumed Aircraft Value ) of the Aircraft securing such Equipment Notes. Differences may occur due to rounding.

The Loan to Value Ratio tables are based on the assumption (the Depreciation Assumption ) that the value of each Aircraft depreciates on
the Regular Distribution Date closest to the anniversary of its delivery by the manufacturer by approximately 3% per year of the initial appraised
value at delivery for the first ten years after the delivery of such Aircraft, by approximately 4% for the next five years and by approximately
5% per year thereafter. Other rates or methods of depreciation would result in materially different loan to Aircraft value ratios, and no assurance
can be given (i) that the depreciation rates and method assumed for the purposes of the tables are the ones most likely to occur or (ii) as to the
actual future value of any Aircraft. Thus, the tables should not be considered a forecast or prediction of expected or likely loan to Aircraft value
ratios, but simply a mathematical calculation based on one set of assumptions.

Limitation of Liability

The Equipment Notes are not direct obligations of, or guaranteed by, Continental, any Owner Participant or the Loan Trustees or the Owner
Trustees in their individual capacities. None of the Owner Trustees, the Owner Participants or the Loan Trustees, or any affiliates thereof, will be
personally liable to any holder of an Equipment Note or, in the case of the Owner Trustees and the Owner Participants, to the Loan Trustees for
any amounts payable under the Equipment Notes or, except as provided in each Indenture, for any liability under such Indenture. All payments
of principal of, premium, if any, and interest on the Equipment Notes issued with respect to any Aircraft (other than payments made in
connection with an optional redemption or purchase of Equipment Notes by the related Owner Trustee or the related Owner Participant) will be
made only from the assets subject to the lien of the Indenture with respect to such Aircraft or the income and proceeds received by the related
Loan Trustee therefrom (including rent payable by Continental under the Lease with respect to such Aircraft).

Except as otherwise provided in the Indentures, each Owner Trustee and each Loan Trustee, in its individual capacity, will not be
answerable or accountable under the Indentures or under the Equipment Notes under any circumstances except, among other things, for its own
willful misconduct or gross negligence. None of the Owner Participants will have any duty or responsibility under any of the Indentures or the
Equipment Notes to the Loan Trustees or to any holder of any Equipment Note.
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Indenture Defaults, Notice and Waiver

Indenture Defaults under each Indenture will include:

The occurrence of any Lease Event of Default under the related Lease (other than the failure to make certain indemnity payments and
other payments to the related Owner Trustee or Owner Participant unless a notice is given by such Owner Trustee that such failure shall
constitute an Indenture Default).

The failure by the related Owner Trustee (other than as a result of a Lease Default or Lease Event of Default) to pay any interest or

principal or premium, if any, when due, under such Indenture or under any Equipment Note issued thereunder that continues for more
than ten Business Days, in the case of principal, interest or Make-Whole Premium, and, in all other cases, ten Business Days after the
relevant Owner Trustee or Owner Participant receives written demand from the related Loan Trustee or holder of an Equipment Note.

The failure by the related Owner Participant or the related Owner Trustee (in its individual capacity) to discharge certain liens that
continue after notice and specified cure periods.

Any representation or warranty made by the related Owner Trustee or Owner Participant, in such Indenture, the related Participation
Agreement or certain related documents furnished to the Loan Trustee or any holder of an Equipment Note pursuant thereto being false
or incorrect in any material respect when made that continues to be material and adverse to the interests of the Loan Trustee or Note
Holders and remains unremedied after notice and specified cure periods.

Failure by the related Owner Trustee or Owner Participant to perform or observe any covenant or obligation for the benefit of the Loan
Trustee or holders of Equipment Notes under such Indenture or certain related documents that continues after notice and specified cure
periods.

The registration of the related Aircraft ceasing to be effective as a result of the Owner Participant not being a citizen of the United States,
as defined in the Transportation Code (subject to a cure period).

The occurrence of certain events of bankruptcy, reorganization or insolvency of the related Owner Trustee or Owner Participant
(Indentures, Section 4.02)

There will not be cross-default provisions in the Indentures or in the Leases. Consequently, events resulting in an Indenture Default under
any particular Indenture may or may not result in an Indenture Default occurring under any other Indenture, and a Lease Event of Default under
any particular Lease may or may not constitute a Lease Event of Default under any other Lease.

If Continental fails to make any monthly basic rental payment due under any Lease, within a specified period after such failure the
applicable Owner Trustee may furnish to the Loan Trustee the amount due on the Equipment Notes issued with respect to the related Aircraft,
together with any interest thereon on account of the delayed payment thereof, in which event the Loan Trustee and the holders of outstanding
Equipment Notes issued under such Indenture may not exercise any remedies otherwise available under such Indenture or such Lease as the
result of such failure to make such rental payment, unless such Owner Trustee has previously cured 18 or more immediately preceding monthly
basic rental payment defaults or, in total, 36 or more previous monthly basic rental payment defaults. The applicable Owner Trustee also may
cure any other default by Continental in the performance of its obligations under any Lease that can be cured with the payment of money.
(Indentures, Section 4.03)

The holders of a majority in principal amount of the outstanding Equipment Notes issued with respect to any Aircraft, by notice to the Loan
Trustee, may on behalf of all the holders waive any existing default and its consequences under the Indenture with respect to such Aircraft,
except a default in the payment of the principal of, or premium or interest on any such Equipment Notes or a default in respect of any covenant
or provision of such Indenture that cannot be modified or amended without the consent of each holder of Equipment Notes. (Indentures,

Section 4.08)
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Remedies

If an Indenture Default occurs and is continuing under an Indenture, the related Loan Trustee or the holders of a majority in principal
amount of the Equipment Notes outstanding under such Indenture may, subject to the applicable Owner Trustee s right to cure, as discussed
above, declare the principal of all such Equipment Notes issued thereunder immediately due and payable, together with all accrued but unpaid
interest thereon, provided that in the event of a reorganization proceeding involving Continental instituted under Chapter 11 of the
U.S. Bankruptcy Code, if no other Lease Event of Default and no other Indenture Default (other than the failure to pay the outstanding amount
of the Equipment Notes which by such declaration shall have become payable) exists at any time after the consummation of such proceeding,
such declaration will be automatically rescinded without any further action on the part of any holder of Equipment Notes. The holders of a
majority in principal amount of Equipment Notes outstanding under an Indenture may rescind any declaration of acceleration of such Equipment
Notes at any time before the judgment or decree for the payment of the money so due shall be entered if (i) there has been paid to the related
Loan Trustee an amount sufficient to pay all principal, interest, and premium, if any, on any such Equipment Notes, to the extent such amounts
have become due otherwise than by such declaration of acceleration and (ii) all other Indenture Defaults and incipient Indenture Defaults with
respect to any covenant or provision of such Indenture have been cured. (Indentures, Section 4.04(b))

Each Indenture provides that if an Indenture Default under such Indenture has occurred and is continuing, the related Loan Trustee may
exercise certain rights or remedies available to it under such Indenture or under applicable law, including (if, the corresponding Lease has been
declared in default) one or more of the remedies under such Indenture or such Lease with respect to the Aircraft subject to such Lease. If an
Indenture Default arises solely by reason of one or more events or circumstances which constitute a Lease Event of Default, the related Loan
Trustee s right to exercise remedies under an Indenture is subject, with certain exceptions, to its having proceeded to exercise one or more of the
dispossessory remedies under the Lease with respect to such Aircraft; provided that the requirement to exercise one or more of such remedies
under such Lease shall not apply in circumstances where such exercise has been involuntarily stayed or prohibited by applicable law or court
order for a continuous period (a Continuous Stay Period ) in excess of 60 days subsequent to an entry of an order of relief pursuant to Chapter 11
of the Bankruptcy Code (the Sixty-Day Section 1110 Period ); provided, however, that the requirement to exercise one or more of such remedies
under such lease shall nonetheless be applicable during a Continuous Stay Period subsequent to the expiration of the Sixty-Day Section 1110
Period to the extent that the continuation of such Continuous Stay Period subsequent to the expiration of the Sixty-Day Section 1110 Period
(A) results from an agreement by the trustee or the debtor-in-possession in such proceeding during the Sixty-Day Section 1110 Period with the
approval of the relevant court to perform such lease in accordance with Section 1110(a)(2)(A) of the U.S. Bankruptcy Code and continues to
perform as required by Section 1110(a)(2) of the U.S. Bankruptcy Code and cures any default (other than a default of the kind specified in
Section 365(b)(2) of the U.S. Bankruptcy Code) within the applicable time period specified in Section 1110(a)(2)(B) of the U.S. Bankruptcy
Code or (B) is an extension of the Sixty-Day Section 1110 Period with the consent of such Loan Trustee pursuant to Section 1110(b) of the
U.S. Bankruptcy Code or (C) is the consequence of such Loan Trustee s own failure to give any requisite notice or demand to any person. See

The Leases Events of Default under the Leases . Such remedies may be exercised by the related Loan Trustee to the exclusion of the related
Owner Trustee, subject to certain conditions specified in such Indenture and, subject to the terms of such Lease. Any Aircraft sold in the exercise
of such remedies will be free and clear of any rights of those parties, including the rights of Continental under the Lease with respect to such
Aircraft; provided that no exercise of any remedies by the related Loan Trustee may affect the rights of Continental under any Lease unless a
Lease Event of Default has occurred and is continuing. (Indentures, Section 4.04; Leases, Section 15)

If a bankruptcy proceeding involving Continental under the U.S. Bankruptcy Code occurs, all of the rights of the Owner Trustee as lessor
under a particular Lease will be exercised by the Owner Trustee in accordance with the terms thereof unless (i) during the Section 1110 Period
the trustee in such proceeding or Continental does not agree to perform its obligations under such Lease, (ii) at any time after agreeing to
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perform such obligations, such trustee or Continental ceases to perform such obligations with the result that the Continuous Stay Period comes to
an end or (iii) the related Loan Trustee takes action, or notifies the Owner Trustee that such Loan Trustee intends to take action, to foreclose the
lien of the related Indenture or otherwise commence the exercise of any significant remedy in accordance with the Indenture. The Owner
Trustee s exercise of such rights shall be subject to certain limitations and, in no event, reduce the amount or change the time of any payment in
respect of the Equipment Notes or adversely affect the validity or enforceability of the lien under the related Indenture.

If the Equipment Notes issued in respect of one Aircraft are in default, the Equipment Notes issued in respect of the other Aircraft may not
be in default, and, if not, no remedies will be exercisable under the applicable Indentures with respect to such other Aircraft.

In the case of Chapter 11 bankruptcy proceedings in which an air carrier is a debtor, Section 1110 of the U.S. Bankruptcy Code
( Section 1110 ) provides special rights to lessors, conditional vendors and holders of security interests with respect to equipment (defined as
described below). Under Section 1110, the right of such financing parties to take possession of such equipment in compliance with the
provisions of a lease, conditional sale contract or security agreement is not affected by any provision of the U.S. Bankruptcy Code or any power
of the bankruptcy court. Such right to take possession may not be exercised for 60 days following the date of commencement of the
reorganization proceedings. Thereafter, such right to take possession may be exercised during such proceedings unless, within the 60-day period
or any longer period consented to by the relevant parties, the debtor agrees to perform its future obligations and cures all existing and future
defaults on a timely basis. Defaults resulting solely from the financial condition, bankruptcy, insolvency or reorganization of the debtor need not
be cured.

Equipment is defined in Section 1110, in part, as an aircraft, aircraft engine, propeller, appliance, or spare part (as defined in Section 40102
of Title 49 of the U.S. Code) that is subject to a security interest granted by, leased to, or conditionally sold to a debtor that, at the time such
transaction is entered into, holds an air carrier operating certificate issued pursuant to chapter 447 of Title 49 of the U.S. Code for aircraft
capable of carrying ten or more individuals or 6,000 pounds or more of cargo. Rights under Section 1110 are subject to certain limitations in the
case of equipment first placed in service on or prior to October 22, 1994.

It is a condition to the Trustee s obligation to purchase Equipment Notes with respect to each Aircraft that outside counsel to Continental,
which is expected to be Hughes Hubbard & Reed LLP, provide its opinion to the Trustee that the Owner Trustee, as lessor under the Lease for
such Aircraft, and the Loan Trustee, as assignee of such Owner Trustee s rights under such Lease pursuant to the related Indenture, will be
entitled to the benefits of Section 1110 with respect to the airframe and engines comprising such Aircraft, assuming that, at the time of such
transaction, Continental holds an air carrier operating certificate issued pursuant to chapter 447 of Title 49 of the U.S. Code for aircraft capable
of carrying ten or more individuals or 6,000 pounds or more of cargo. For a description of certain limitations on the Loan Trustee s exercise of
rights contained in the Indenture, see  Indenture Defaults, Notice and Waiver .

The opinion of Hughes Hubbard & Reed LLP will not address the possible replacement of an Aircraft after an Event of Loss in the future,
the consummation of which is conditioned upon the contemporaneous delivery of an opinion of counsel to the effect that the related Loan
Trustee will be entitled to Section 1110 benefits with respect to such replacement unless there is a change in law or court interpretation that
results in Section 1110 not being available. See  The Leases Events of Loss . The opinion of Hughes Hubbard & Reed LLP will also not address
the availability of Section 1110 with respect to any possible sublessee of an Aircraft subleased by Continental.

If an Indenture Default under any Indenture occurs and is continuing, any sums held or received by the related Loan Trustee may be applied
to reimburse such Loan Trustee for any tax, expense or other loss incurred by it and to pay any other amounts due to such Loan Trustee prior to
any payments to holders of the Equipment Notes issued under such Indenture. (Indentures, Section 3.03)

S-70

86



Edgar Filing: CONTINENTAL AIRLINES INC /DE/ - Form 424B3

In the event of bankruptcy, insolvency, receivership or like proceedings involving an Owner Participant, it is possible that, notwithstanding
that the applicable Aircraft is owned by the related Owner Trustee in trust, such Aircraft and the related Lease and Equipment Notes might
become part of such proceeding. In such event, payments under such Lease or on such Equipment Notes might be interrupted and the ability of
the related Loan Trustee to exercise its remedies under the related Indenture might be restricted, although such Loan Trustee would retain its
status as a secured creditor in respect of the related Lease and the related Aircraft.

Modification of Indentures and Leases

Without the consent of holders of a majority in principal amount of the Equipment Notes outstanding under any Indenture, the provisions of
such Indenture and any related Lease, Participation Agreement or Trust Agreement may not be amended or modified, except to the extent
indicated below.

Subject to certain limitations, certain provisions of any Indenture, and of the Lease, the Participation Agreement, and the Trust Agreement
related thereto, may be amended or modified by the parties thereto without the consent of any holders of the Equipment Notes outstanding under
such Indenture. In the case of each Lease, such provisions include, among others, provisions relating to (i) the return to the related Owner
Trustee of the related Aircraft at the end of the term of such Lease (except to the extent that such amendment would affect the rights or exercise
of remedies under the Lease) and (ii) the renewal of such Lease and the option of Continental at the end of the term of such Lease to purchase
the related Aircraft so long as the same would not adversely affect the Note Holders. (Indentures, Section 9.01(a)) In addition, any Indenture
may be amended without the consent of the holders of Equipment Notes to, among other things, cure any defect or inconsistency in such
Indenture or the Equipment Notes issued thereunder, provided that such change does not adversely affect the interests of any such holder.
(Indentures, Section 9.01(c))

Without the consent of the Liquidity Providers and the holder of each Equipment Note outstanding under any Indenture affected thereby, no
amendment or modification of such Indenture may among other things (a) reduce the principal amount of, or premium, if any, or interest payable
on, any Equipment Notes issued under such Indenture or change the date on which any principal, premium, if any, or interest is due and payable,
(b) permit the creation of any security interest with respect to the property subject to the lien of such Indenture, except as provided in such
Indenture, or deprive any holder of an Equipment Note issued under such Indenture of the benefit of the lien of such Indenture upon the property
subject thereto or (c) modify the percentage of holders of Equipment Notes issued under such Indenture required to take or approve any action
under such Indenture. (Indentures, Section 9.01(b))

Indemnification

Continental will be required to indemnify each Loan Trustee, each Owner Participant, each Owner Trustee, the Liquidity Providers, the
Subor