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Continental Airlines, Inc.

$175,000,000

5% Convertible Notes due 2023

This prospectus relates to the offering for resale of our 5% Convertible Notes due 2023 and the shares of our common stock issuable upon conversion of the
notes. The notes were offered and issued on June 10, 2003 to qualified institutional buyers, as defined in, and in reliance on, Rule 144A under the Securities Act of
1933, as amended, or the Securities Act, in transactions exempt from, or not subject to, the registration requirements of the Securities Act. This prospectus will be
used by selling securityholders to resell their notes and shares of our common stock issuable upon conversion of their notes. We will not receive any proceeds from
sales by the selling securityholders.

We will pay interest at the rate of 5% per year on the principal amount from June 10, 2003, or from the most recent date to which interest has been paid or
provided for, semiannually in arrears on June 15 and December 15 of each year, beginning December 15, 2003. The notes will mature on June 15, 2023.

Holders may convert all or a portion of their notes into shares of our common stock under the following circumstances: (1) at any time during or after any fiscal
quarter commencing after June 30, 2003 if the closing sale price of our common stock for at least 20 trading days in a period of 30 consecutive trading days ending
on the last trading day of the fiscal quarter prior to such quarter is greater than 120% of the conversion price per share of common stock on such last day; (2) subject
to certain exceptions, during the five business day period after any five consecutive trading day period in which the trading price per $1,000 principal amount of the
notes for each day of the five trading day period was less than 98% of the product of the closing sale price of our common stock and the number of shares issuable
upon conversion of $1,000 principal amount of the notes; (3) if the notes have been called for redemption; or (4) upon the occurrence of specified corporate
transactions described in this prospectus.

The conversion rate is 50 shares of our common stock per $1,000 principal amount of the notes, subject to adjustment. Upon conversion, we may at our option
choose to deliver, in lieu of our common stock, cash or a combination of cash and common stock as described herein.

Beginning June 18, 2010, we may redeem all or a portion of the notes for cash for a price equal to 100% of the principal amount of the notes to be redeemed plus
accrued and unpaid interest, if any.

Holders may require us to repurchase all or a portion of their notes on June 15, 2010, June 15, 2013 and June 15, 2018 at a repurchase price equal to 100% of the
principal amount of the notes to be repurchased plus accrued and unpaid interest, if any. We may at our option choose to pay the repurchase price for any such notes
in cash or in shares of common stock (valued as described herein) or any combination thereof. Should we be required to repurchase the notes at any of the
redemption dates, it is our policy that we would satisfy the requirement in cash.

The notes represent our unsubordinated, unsecured obligations. The notes rank equally with all of our other existing and future unsecured and unsubordinated
indebtedness. However, the notes are effectively subordinated to all of our existing and future secured debt to the extent of the security on such other debt and to all
existing and future obligations of our subsidiaries.

Our common stock is listed on the New York Stock Exchange and trades under the symbol “CAL”. On April 29, 2004, the last reported sale price of our
common stock on the New York Stock Exchange was $11.25 per share.

Investing in the notes involves risks. See “Risk Factors” beginning on page 4.

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

May 5, 2004

You should rely only on the information contained in this prospectus and those documents incorporated by reference herein. We have not authorized
anyone to provide you with different information. This prospectus does not constitute an offer to sell, or a solicitation of an offer to purchase, the securities
offered by this prospectus in any jurisdiction to or from any person to whom or from whom it is unlawful to make such offer or solicitation of an offer in
such jurisdiction. You should not assume that the information contained in this prospectus or any document incorporated by reference is accurate as of any
date other than the date on the front cover of the applicable document.
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ABOUT THIS PROSPECTUS

This prospectus is part of a registration statement that we filed with the Securities and Exchange Commission, or the SEC, utilizing a “shelf” registration process
or continuous offering process. Under this shelf registration process, the selling securityholders may, from time to time, sell the securities described in this prospectus
in one or more offerings. This prospectus provides you with a general description of the securities which may be offered by the selling securityholders. Each time a
selling securityholder sells securities, the selling securityholder is required to provide you with this prospectus and, in certain cases, a prospectus supplement
containing specific information about the selling securityholder and the terms of the securities being offered. That prospectus supplement may include additional risk
factors or other special considerations applicable to those securities. Any prospectus supplement may also add, update, or change information in this prospectus. If
there is any inconsistency between the information in this prospectus and any prospectus supplement, you should rely on the information in that prospectus
supplement. You should read both this prospectus and any prospectus supplement together with additional information described under “Where You Can Find More
Information.”

» ”

As used in this prospectus, the terms “company,” “we,” “our,” “ours” and “us” may, depending on the context, refer to Continental Airlines, Inc. or to one or
more of its consolidated subsidiaries or to all of them taken as a whole. When we refer to “common stock” throughout this prospectus, we include all rights attaching
to our common stock under any stockholder rights plan in effect at the relevant time.

” «
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WHERE YOU CAN FIND MORE INFORMATION

We file annual, quarterly and current reports, proxy statements and other information with the SEC. You may read and copy any document we file at the SEC’s
public reference rooms at 450 Fifth Street, N.W., Room 1024, Washington, DC 20549. Please call the SEC at 1-800-SEC-0330 for further information on the public
reference rooms. Our SEC filings are also available to the public over the Internet at the SEC’s website at http://www.sec.gov.

The SEC allows us to “incorporate by reference” into this prospectus the information we file with them, which means that we can disclose important information
to you by referring you to those documents. The information incorporated by reference is considered to be a part of this prospectus, and information that we file later
with the SEC will automatically update and supersede this information. We incorporate by reference the following documents we have already filed and any future
filings we make with the SEC under Sections 13(a), 13(c), 14 or 15(d) of the Securities Exchange Act of 1934, as amended (the “Exchange Act”), other than Current
Reports (or portions thereof) furnished under Items 9 or 12 of Form 8-K, until the offering of the notes is completed.

+ Annual Report on Form 10-K for the year ended December 31, 2003;

* Quarterly Report on Form 10-Q for the quarter ended March 31, 2004;

* Current Reports on Form 8-K filed January 6, 2004, January 16, 2004, February 3, 2004, March 2, 2004 and April 2, 2004;

* The description of our common stock contained in our Registration Statement on Form 8-A/A, as filed with the SEC on February 6, 2001; and

* The description and terms of the preferred share purchase rights associated with our common stock contained in our registration statement on Form 8-A/A, as
filed with the SEC on March 17, 2004.

You may obtain any of these incorporated documents from us without charge, excluding any exhibits to these documents unless the exhibit is specifically
incorporated by reference in such document, from our website (www.continental.com) or by requesting them from us in writing or by telephone at the following
address:

Continental Airlines, Inc.

1600 Smith Street
Dept. HQSLG
Houston, Texas 77002
Attention: Secretary
Telephone: (713) 324-2950

ii
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SPECIAL NOTE REGARDING FORWARD-LOOKING STATEMENTS

This prospectus and the documents we incorporate by reference may contain “forward-looking statements” within the meaning of Section 27A of the Securities
Act and Section 21E of the Exchange Act. Forward-looking statements include any statements that predict, forecast, indicate or imply future results, performance or
achievements, and may contain the words “believe,” “anticipate,” “expect,” “estimate,” “project,” “will be,” “will continue,” “will result” or words or phrases of
similar meaning.

9 9 » 2

Any such forward-looking statements are not assurances of future performance and involve risks and uncertainties. Actual results may vary materially from
anticipated results for a number of reasons, including those stated in our SEC reports incorporated in this prospectus by reference or as stated in “Risk Factors”.

All forward-looking statements attributable to us are expressly qualified in their entirety by the cautionary statements above.

You should not place undue reliance on these forward-looking statements. We caution that the foregoing list of important factors is not exhaustive. We undertake
no obligation to publicly update or revise any forward-looking statements, whether as a result of new information, future events or otherwise.

iii
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SUMMARY

This summary contains basic information about us and the notes. Because it is a summary, it does not contain all of the information that you should consider
before investing. You should read this entire prospectus carefully, including the section entitled “Risk Factors” and our financial statements and the related notes,
contained elsewhere or incorporated by reference in this prospectus, before making an investment decision.

Our Company

We are a major United States air carrier engaged in the business of transporting passengers, cargo and mail. We are 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.
(“ExpressJet”), from which we purchase seat capacity, and our wholly owned subsidiary, Continental Micronesia, Inc., we served 230 airports worldwide at
March 31, 2004. As of March 31, 2004, we flew to 128 domestic and 102 international destinations and offered additional connecting service through alliances with
domestic and foreign carriers. We directly served 16 European cities, seven South American cities, Tel Aviv, Hong Kong and Tokyo as of March 31, 2004. In
addition, we provide service to more destinations in Mexico and Central America than any other United States airline, serving 32 cities. Through our Guam hub,
Continental Micronesia provides extensive service in the western Pacific, including service to more Japanese cities than any other United States carrier.

Our executive offices are located at 1600 Smith Street, Houston, Texas 77002. Our primary telephone number is (713) 324-2950. Our Internet address is
www.continental.com. Information on our website is not incorporated into this prospectus and is not a part of this prospectus.

The Offering

Notes $175,000,000 aggregate principal amount of 5% Convertible Notes due 2023. Each note was issued at a price of
$1,000 per note and has a principal amount of $1,000.

Maturity June 15, 2023.

Interest The notes bear interest at the rate of 5% per year on the principal amount beginning June 10, 2003, or from the most
recent date to which interest has been paid or provided for. Interest is payable semiannually in arrears on June 15 anc
December 15 of each year, beginning December 15, 2003. The interest rate is calculated using a 360-day year
composed of twelve 30-day months.

Conversion Rights Holders may convert all or a portion of their notes, in multiples of $1,000 principal amount, into common stock only
if at least one of the conditions described below is satisfied. For each $1,000 principal amount of notes surrendered
for conversion, if the conditions for conversion are satisfied, a holder will receive 50 shares of our common stock,
subject to adjustment. When we refer to “common stock” throughout this prospectus, we include all rights attaching
to our common stock under any stockholder rights plan in effect at the relevant time. In lieu of delivering shares of
our common stock upon conversion of all or any portion of the notes, we may elect to pay cash or a combination of
cash and shares of our common stock for the notes surrendered.

Holders may surrender notes for conversion into shares of our common stock at any time during or after any fiscal
quarter commencing after June 30, 2003 if the closing sale price of our
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Ranking

Sinking Fund

Redemption of Notes at Our Option

Repurchase at Option of the Holder on
Specified Dates

common stock for at least 20 trading days in a period of 30 consecutive trading days ending on the last trading day o
the preceding fiscal quarter is more than 120% of the conversion price per share of common stock on such last day. I
the foregoing condition is satisfied, then the notes will be convertible at any time at the option of the holder, through
maturity. The conversion price per share as of any day will equal the principal amount of a note, divided by the
conversion rate, subject to any adjustments to the conversion rate through that day.

Holders may also surrender notes for conversion during the five business day period after any five consecutive
trading day period in which the trading price per $1,000 principal amount of notes for each day of that period was
less than 98% of the product of the closing sale price for our common stock for each day of that period and the
number of shares of common stock issuable upon conversion of $1,000 principal amount of notes; provided that if o1
the date of any such conversion that is on or after June 15, 2018, the closing sale price of our common stock is
greater than the conversion price, then holders will receive, in lieu of common stock based on the conversion price,
cash or common stock or a combination of cash and common stock, at our option, with a value equal to the principal
amount of such notes plus accrued and unpaid interest, as of the conversion date.

Notes called for redemption may be surrendered for conversion until the close of business on the business day
immediately preceding the redemption date. In addition, if we make a distribution to our stockholders with a per
share value of more than 12.5% of the closing sale price of our common stock on the date immediately preceding the
declaration of such distribution, or if we are a party to certain consolidations, mergers or binding share exchanges,
notes may be surrendered for conversion, as provided in “Description of Notes — Conversion Rights.” The ability tc
surrender notes for conversion will expire at the close of business on the business day immediately preceding the
final maturity date.

The notes represent our unsubordinated, unsecured obligations and rank equal in right of payment to all of our
existing and future unsecured and unsubordinated debt. However, the notes are effectively subordinated to all of our
existing and future secured debt to the extent of the collateral securing such debt and to all existing and future
liabilities of our subsidiaries. See “Description of Notes — Ranking of the Notes.”

None.

We may redeem for cash all or a portion of the notes at any time on or after June 18, 2010, at a redemption price
equal to 100% of the principal amount, plus accrued and unpaid interest, if any. See “Description of Notes —
Redemption of Notes at Our Option.”

Holders may require us to repurchase the notes on June 15 of 2010, 2013 and 2018 at a repurchase price equal to
100% of their principal amount, plus accrued and unpaid interest, if any. We may
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Repurchase at Option of the Holder Upon a
Change in Control

DTC Eligibility

Trading

Common Stock

Use of Proceeds

at our option choose to pay the repurchase price for any such notes in cash or in shares of common stock (valued as
described herein) or any combination thereof. Should we be required to repurchase the notes at any of the redemptios
dates, it is our policy that we would satisfy the requirement in cash. See “Description of Notes — Repurchase at
Option of the Holder on Specified Dates.”

In certain circumstances involving a change in control (as described under “Description of Notes — Repurchase at
Option of the Holder Upon a Change in Control”) prior to maturity, holders may require us to purchase all or a
portion of their notes for cash at a repurchase price equal to 100% of their principal amount, plus accrued and unpaic
interest, if any. See “Description of Notes — Repurchase at Option of the Holder Upon a Change in Control.”

The notes were issued in fully registered book entry form and are represented by one permanent global note without
coupons. The global note was deposited with a custodian for and registered in the name of a nominee of The
Depository Trust Company in New York, New York. Beneficial interests in the global note are shown on, and
transfers thereof will be effected only through, records maintained by DTC and its direct and indirect participants,
and your interest in the global note may not be exchanged for certificated notes, except in limited circumstances
described herein. See “Description of Notes — Book-Entry System.”

We do not intend to list the notes on any national securities exchange. However, the notes and the common stock
issuable upon conversion of the notes are eligible for trading in PORTAL.

Our common stock is listed on the New York Stock Exchange under the symbol “CAL”.

We will not receive any of the proceeds from the sale of notes or the common stock contemplated by this prospectus.
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RISK FACTORS
You should read carefully this entire prospectus and the documents incorporated by reference in this prospectus before investing in the notes.

This prospectus includes “Forward-Looking Statements” within the meaning of Section 27A of the Securities Act of 1933 and Section 21E of the Securities
Exchange Act of 1934. All statements other than statements of historical facts included or incorporated by reference in this prospectus, including statements
regarding our future financial position, are forward-looking statements. Although we believe that the expectations reflected in such forward-looking statements are
reasonable, we cannot assure you that such expectations will be correct. Important factors that could cause actual results to differ materially from such expectations
are disclosed below and elsewhere in this prospectus. See “Special Note Regarding Forward-Looking Statements.”

Before you invest in the notes, you should consider the risks, uncertainties and factors that may adversely affect us that are discussed under the captions “Risk
Factor Relating to Terrorist Attacks and International Hostilities,” “Risk Factors Relating to the Company” and “Risk Factors Relating to the Airline Industry” in
our Annual Report on Form 10-K for the year ended December 31, 2003, which is incorporated by reference in this prospectus, as well as the following additional
risk factors.

Risks Related to the Notes

The notes are unsecured and effectively subordinated to our secured debt and to all obligations of our subsidiaries.

The notes represent our unsubordinated, unsecured obligations and rank equal in right of payment to all of our other existing and future unsecured and
unsubordinated debt. However, the notes are effectively subordinated to all of our existing and future secured debt, to the extent of the security on such other debt
and to all existing and future obligations of our subsidiaries. As of March 31, 2004, we and our subsidiaries had approximately $6.1 billion (including current
maturities) of long-term debt and capital lease obligations outstanding, of which $5.1 billion was secured by our assets and the assets of our subsidiaries. In addition,
we have entered into guarantees for approximately $1.7 billion aggregate principal amount of tax-exempt special facilities revenue bonds and related interest. These
bonds, issued by various airport municipalities, are payable solely from our rentals paid under long-term agreements with the respective governing bodies.

In the event of any distribution of our assets in any foreclosure, dissolution, winding-up, liquidation, reorganization, or other bankruptcy proceeding, holders of
secured indebtedness will have prior claim to those of our assets that constitute their collateral. Holders of the notes will participate ratably with all holders of our
unsecured indebtedness that is deemed to be of the same class as the notes, and potentially with all of our other general creditors, based upon the respective amounts
owed to each holder or creditor, in our remaining assets. In any of the foregoing events, we cannot assure you that there will be sufficient assets to pay amounts due
on the notes. As a result, holders of notes may receive less, ratably, than holders of secured indebtedness.

We are not restricted by the notes from incurring indebtedness, and our subsidiaries may incur significant indebtedness without guaranteeing the notes. In
addition, the notes do not restrict the ability of us or our subsidiaries to incur liens.

We may not have the financial resources to repurchase the notes upon the occurrence of a “change in control” or at the option of a holder.

In the event of a “change in control” under the indenture governing the notes, we will have to offer to repurchase all outstanding notes at a purchase price equal
to 100% of the principal amount plus accrued and unpaid interest, if any. In addition, holders may require us to repurchase their notes on June 15 of 2010, 2013 and
2018. It is possible that we will not have, nor have access to, sufficient funds at the time of any such repurchase request or change of control to make the required
repurchase of the notes. In addition, our ability to repurchase the notes in cash in such event may be limited by law, by the indenture, by the terms of other
agreements relating to our outstanding debt and by debt and agreements which may be entered into, replaced,

4
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supplemented or amended from time to time. Further, certain important corporate events, such as leveraged recapitalizations that would increase the level of our

indebtedness, would not constitute a change of control under the indenture. See “Description of Notes — Repurchase at Option of the Holder” and “— Repurchase at
Option of the Holder Upon a Change in Control.”

There is no public market for the notes.

There is no established trading market for the notes. The notes are eligible for trading in PORTAL, but no market for the notes may develop, and any market that
develops may not last. We do not intend to apply for listing of the notes on any securities exchange or other stock market.

USE OF PROCEEDS

We will not receive any of the proceeds from the sale of the notes or the common stock contemplated by this prospectus. See “Selling Securityholders™ for a list
of those entities receiving proceeds from the sale of the notes or the underlying common stock.

RATIO OF EARNINGS TO FIXED CHARGES

The ratios of our “earnings” to our “fixed charges” for each of the years 1999 through 2003 and for the three months ended March 31, 2004 were:

Three Months Year Ended December 31,
Ended
March 31, 2004 2003 2002 2001 2000 1999
—) 1.16 —() —() 1.51 1.80

(1)  For the three months ended March 31, 2004 and the years ended December 31, 2002 and 2001, earnings were inadequate to cover fixed charges and the
coverage deficiency was $200 million, $640 million and $145 million, respectively.

For purposes of the ratios, “earnings” means the sum of:

* our pre-tax income (loss) adjusted for undistributed income of companies in which we have a minority equity interest; and
« our fixed charges, net of interest capitalized.

“Fixed charges” represent:

« the interest we pay on borrowed funds;

+ the amount we amortize for debt discount, premium and issuance expense and interest previously capitalized; and

« that portion of rentals considered to be representative of interest expense.




Table of Contents

PRICE RANGE OF OUR COMMON STOCK

Our common stock (Class B common stock) is quoted on the New York Stock Exchange under the symbol “CAL”. The table below shows the high and low
sales prices for our common stock for the period indicated below:

High Low

Fiscal 2004

Second Quarter (through April 29, 2004) $13.93 $11.01

First Quarter 18.70 10.85
Fiscal 2003

Fourth Quarter $21.70 $14.49

Third Quarter 18.87 12.05

Second Quarter 15.90 5.30

First Quarter 9.39 4.16
Fiscal 2002

Fourth Quarter $ 9.85 $ 3.59

Third Quarter 16.00 4.80

Second Quarter 30.50 14.46

First Quarter 35.25 25.74

DIVIDEND POLICY

We have paid no cash dividends on our common stock and have no current intention of doing so. Certain of our credit agreements restrict our and some of our
subsidiaries’ ability to pay cash dividends or repurchase capital stock by imposing minimum unrestricted cash requirements on us and limiting the amount of any
dividends and repurchases when aggregated with other payments or distributions. Any future determination to pay cash dividends will be at the discretion of our
board of directors, subject to applicable limitations under Delaware law, and will be dependent upon our results of operations, financial condition, contractual
restrictions and other factors deemed relevant by our board of directors.
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DESCRIPTION OF NOTES

We issued the notes under an indenture, dated as of June 10, 2003, between us, as issuer, and J. P. Morgan Trust Company, National Association, as successor
trustee to Bank One, N.A. The following summarizes the material provisions of the notes. We refer to the indenture as the “indenture.” The following description
does not purport to be complete and is subject to, and qualified by reference to, all of the provisions of the indenture and the notes, which we urge you to read
because they, and not this description, define your rights as a note holder. A copy of the indenture has been filed with the registration statement relating to this
prospectus. As used in this description of notes, the words “we,” “us” and “our” refer only to Continental Airlines, Inc. and do not include any current, former or
future subsidiary of Continental Airlines, Inc.

General

The notes are limited to $175,000,000 aggregate principal amount. The notes will mature on June 15, 2023. The principal amount, and the issue price, of each
note is $1,000. The notes are payable at the principal corporate trust office of the paying agent, which is currently an office or agency of the trustee, or an office or
agency maintained by us for such purpose, in the Borough of Manhattan, The City of New York.

The notes bear interest at the rate of 5% per year on the principal amount from June 10, 2003, or from the most recent date to which interest has been paid or
provided for. Interest is payable semiannually in arrears on June 15 and December 15, commencing on December 15, 2003, to holders of record at the close of
business on the June 1 and December 1 immediately preceding such interest payment date. Each payment of interest on the notes will include interest accrued
through the day before the applicable interest payment date (or purchase, redemption or, in certain circumstances, conversion date, as the case may be). Any payment
required to be made on any day that is not a business day will be made on the next succeeding business day. The interest rate is calculated using a 360-day year
composed of twelve 30-day months.

Maturity, conversion, repurchase by us at the option of a holder or redemption of a note at our option will cause the interest, if any, to cease to accrue on such
note. We may not reissue a note that has matured or been converted, repurchased by us at your option, redeemed or otherwise cancelled, except for registration of
transfer, exchange or replacement of such note.

Notes may be presented for conversion at the office of the conversion agent and for exchange or registration of transfer at the office of the registrar. The
conversion agent and the registrar are currently the trustee. No service charge will be made for any registration of transfer or exchange of notes. However, the holder
will be required to pay any tax, assessment or other governmental charge payable as a result of such transfer or exchange.

The indenture does not limit the amount of other indebtedness or securities that may be issued by us or any of our subsidiaries. The indenture does not contain
any financial covenants or restrictions on the payment of dividends, the incurrence of senior debt or the issuance or repurchase of our securities (other than the notes).
The indenture contains no covenants or other provisions to afford protection to holders of notes in the event of a highly leveraged transaction or a change in control
except to the extent described under “Repurchase at Option of the Holder Upon a Change in Control.”

Methods of Receiving Payments on the Notes

Each installment of semiannual interest on any note shall be paid in same-day funds by transfer to an account maintained by the payee located inside the United
States, if the trustee shall have received proper wire transfer instructions from such payee not later than the related record date or, if no such instructions have been
received, by check drawn on a bank in New York City mailed to the payee at its address set forth on the registrar’s books.
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Paying Agent and Registrar for the Notes

The trustee is currently acting as paying agent and registrar. We may change the paying agent or registrar without prior notice to the holders of the notes, and we
or any of our subsidiaries may act as paying agent or registrar.

Ranking of the Notes

The notes represent our unsubordinated, unsecured obligations and rank equal in right of payment to all of our other existing and future unsecured and
unsubordinated indebtedness. However, the notes are effectively subordinated to all of our existing and future secured indebtedness to the extent of the security on
such other debt and to all existing and future obligations of our subsidiaries.

As of March 31, 2004, we and our subsidiaries had:

« approximately $6.1 billion (including current maturities) of long-term debt and capital lease obligations, including outstanding debt and capital lease
obligations of approximately $5.1 billion that are effectively senior to the notes;

- entered into guarantees for $1.7 billion aggregate principal amount of tax-exempt special facilities revenue bonds and related interest; and
+ $675 million of stockholders’ equity.

Holders of the notes are creditors of only Continental Airlines, Inc. and not our subsidiaries. The ability of our creditors, including you, to participate in any
distribution of assets of any of our subsidiaries upon liquidation or bankruptcy will be subject to the prior claims of that subsidiary’s creditors, including trade
creditors, and any prior or equal claim of any equity holder of that subsidiary. As a result, you may receive less, proportionately, than our secured creditors and the
creditors of our subsidiaries. See “Risk Factors — The notes are unsecured and effectively subordinated to our secured debt and to all obligations of our
subsidiaries.”

Conversion Rights

Holders may convert all or a portion of their notes, in multiples of $1,000 principal amount, into common stock only if at least one of the conditions described
below under “— Events Permitting Conversion” is satisfied. In addition, a holder may convert a note until the close of business on the business day immediately
preceding the redemption date if we call a note for redemption. A note for which a holder has delivered a repurchase notice or a notice requiring us to repurchase
such note upon a Change in Control (as defined below) may be surrendered for conversion only if such notice is withdrawn in accordance with the indenture.

The initial conversion rate is 50 shares of common stock per $1,000 principal amount of each note, subject to adjustment upon the occurrence of the events
described below. A holder of a note otherwise entitled to a fractional share will receive cash equal to the applicable portion of the closing sale price of our common
stock on the trading day immediately preceding the conversion date. Upon a surrender of notes for conversion, we will have the option to deliver cash or a
combination of cash and shares of our common stock as described below. The ability to surrender notes for conversion will expire at the close of business on the
business day immediately preceding the final maturity date.

To exercise its conversion right, a holder must:

+ complete and manually sign a conversion notice, a form of which is on the back of the note, and deliver the conversion notice to the conversion agent;
« surrender the note to the conversion agent;
« if required by the conversion agent, furnish appropriate endorsements and transfer documents; and

« if required, pay all transfer or similar taxes.
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On conversion of a note, a holder will not receive, except as described below, any cash payment of accrued interest. Delivery to the holder of the full number of
shares of common stock (or, at our option, cash in lieu thereof) into which $1,000 principal amount of the note is convertible, together with any cash payment of such
holder’s fractional shares, will be deemed to satisfy:

* our obligation to pay the principal amount of the note; and

* except as described below, our obligation to pay accrued but unpaid interest attributable to the period from the most recent interest payment date through the
conversion date.

As aresult, accrued interest will be deemed to be paid in full rather than cancelled, extinguished or forfeited, except as described below. Holders of notes at the
close of business on a record date will receive payment of interest payable on the corresponding interest payment date notwithstanding the conversion of such notes
at any time after the close of business on such record date. Notes surrendered for conversion by a holder during the period from the close of business on any record
date to the opening of business on the next interest payment date, except for notes to be redeemed within this period or on the next interest payment date, must be
accompanied by payment of an amount equal to the interest that the holder is to receive on the principal amount of notes so converted.

In lieu of delivery of shares of our common stock upon notice of conversion of any notes, we may elect to pay holders surrendering notes an amount in cash per
$1,000 principal amount per note equal to the average sale price of our common stock for the five consecutive trading days immediately following either (a) the date
of our notice of our election to deliver cash as described below if we have not given notice of redemption, or (b) the conversion date, in the case of conversion
following our notice of redemption specifying that we intend to deliver cash upon conversion, in either case multiplied by the conversion rate in effect on that date.
We will inform the holders through the trustee no later than two business days following the conversion date of our election to deliver shares of our common stock or
to pay cash in lieu of delivery of the shares, unless we have already informed holders of our election in connection with our optional redemption of the notes as
described under “— Redemption of Notes at Our Option.” If we elect to deliver all of such payment in shares of our common stock, the shares will be delivered
through the conversion agent no later than the fifth business day following the conversion date. If we elect to pay all or a portion of such payment in cash, the
payment, including any delivery of our common stock, will be made to holders surrendering notes no later than the tenth business day following the applicable
conversion date. If an Event of Default, as described under “— Events of Default” below (other than a Default (as defined below) in a cash payment upon conversion
of the notes), has occurred and is continuing, the indenture will not permit us to pay cash upon conversion of any notes or portion of a note (other than cash for
fractional shares).

For a discussion of the tax treatment of a holder receiving shares of our common stock or cash upon surrendering notes for conversion, see “Certain United
States Federal Income Tax Considerations — Consequences to U.S. Holders, — Exchange of Notes into Common Stock, Cash or a Combination Thereof.”

We will adjust the initial conversion rate for certain events, including:

(1) the payment of dividends or distributions payable in our common stock on our common stock;

(2) the issuance to all holders of our common stock of certain rights or warrants to purchase our common stock (or securities convertible into our common
stock) at less than (or having a conversion price per share less than) the current market price of our common stock; provided, however, that if the rights or
warrants are exercisable only upon the occurrence of a triggering event, then the conversion price will not be adjusted until such triggering event occurs;

(3) subdivisions and combinations of our common stock;

(4) the payment of dividends or distributions to all holders of our common stock consisting of our indebtedness, securities or capital stock (including
dividends or other distributions of shares of capital stock of any class or series, or similar equity interests, of or relating to a subsidiary or other business unit of
Continental Airlines, Inc.), cash or assets, excluding any rights, warrants, dividends or distributions referred to in paragraphs (1) and (2) above and dividends
and distributions paid exclusively in cash;
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(5) distributions consisting exclusively of cash (excluding any cash portion of distributions referred to in the preceding paragraph and excluding cash
distributed upon certain mergers or consolidations) to all holders of our common stock in an aggregate amount that, combined together with (i) other such all-
cash distributions made within the preceding 12 months in respect of which no adjustment to the conversion rate has been made and (ii) any cash and the fair
market value of other consideration payable in respect of any tender offer by us or any of our subsidiaries for common stock concluded within the preceding
12 months in respect of which no adjustment to the conversion rate has been made, exceeds 12.5% of our market capitalization (being the product of the then
current market price of the common stock and the number of shares of common stock then outstanding) on the record date for such distribution; and

(6) the successful completion of a tender offer made by us or any of our subsidiaries for our common stock which involves an aggregate consideration that,
together with (i) any cash and other consideration payable in any other previous successfully completed tender offer made by us or any of our subsidiaries for
our common stock expiring within the 12 months preceding the expiration of the first tender offer referred to in this paragraph in respect of which no adjustment
to the conversion rate has been made and (ii) the aggregate amount of any such all-cash distributions referred to in the preceding paragraph to all holders of
common stock within the 12 months preceding the expiration of the first tender offer referred to in this paragraph in respect of which no adjustments to the
conversion rate have been made, exceeds 12.5% of our market capitalization on the expiration of such tender offer; provided, that for purposes of this paragraph,
purchases pursuant to a stock buyback program shall not constitute a tender offer.

The conversion rate will not be adjusted for the issuance of our common stock (or securities convertible into or exchangeable for our common stock), except as
described above. For example, the conversion rate will not be adjusted upon the issuance of shares of our common stock:

+ under any present or future plan providing for the reinvestment of dividends or interest payable on our securities;

* in connection with the investment of additional optional amounts in shares of our common stock under any plan described in the preceding bullet point;
» under any present or future employee benefit plan or program of ours; or

* pursuant to any option, warrant or right or exercisable, exchangeable or convertible security outstanding as of the date the notes are first issued.

We may from time to time, to the extent permitted by law, increase the conversion rate of the notes by any amount. We may make such increases in the
conversion rate, in addition to those set forth above, as our board of directors deems advisable to avoid or diminish any income tax to holders of our common stock
resulting from any dividend or distribution of stock (or rights to acquire stock) or from any event treated as such for income tax purposes.

We will not make an adjustment in the conversion rate unless such adjustment would require a change of at least 1% in the conversion rate then in effect at such
time. We will carry forward and take into account in any subsequent adjustment any adjustment that would otherwise be required to be made.

In the event that we pay a dividend or make a distribution on shares of our common stock consisting of capital stock of, or similar equity interests in, a
subsidiary or other business unit of ours, the conversion rate will be adjusted based on the market value of the securities so distributed relative to the market value of
our common stock, in each case based on the average closing prices of those securities for the 10 trading days commencing on and including the fifth trading day
after the date on which “ex-dividend trading” commences for such dividend or distribution on the principal United States securities exchange or market on which the
securities are then listed or quoted.

In the event that we elect to make a distribution to all holders of shares of our common stock pursuant to clause (2) or clause (4) of the fifth preceding paragraph,
which has a per share value equal to more than
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12.5% of the closing sale price of our shares of common stock on the day preceding the declaration date for such distribution, we will be required to give notice to
the holders of notes at least 20 days prior to the date for such distribution and, upon the giving of such notice, the notes may be surrendered for conversion at any
time until the close of business on the business day prior to the date of distribution or until we announce that such distribution will not take place.

Holders of the notes may, in certain circumstances, be deemed to have received a distribution subject to U.S. federal income tax as a dividend upon:

* a taxable distribution to holders of common stock which results in an adjustment of the conversion rate;

« an increase in the conversion rate at our discretion; or

« failure to adjust the conversion rate in some instances.

See “Certain United States Federal Income Tax Considerations — Consequences to U.S. Holders — Constructive Dividend.”

If we are a party to a consolidation, merger or binding share exchange or a transfer of all or substantially all of our assets, the right to convert a note into
common stock may be changed into a right to convert it into the kind and amount of securities, cash or other assets of Continental Airlines, Inc. or those of another
person which the holder would have received if the holder had converted the notes immediately prior to the transaction. However, if such transaction constitutes a
Change in Control as defined below, the notes will cease to be convertible after the fifteenth day following the actual effective date of the transaction giving rise to
such Change in Control.

The conversion agent will, on our behalf, determine if the notes are convertible and notify the trustee and us accordingly. If one or more of the conditions to the
conversion of the notes has been satisfied, we will promptly notify the holders of the notes thereof and use our reasonable best efforts to post this information on our
website or otherwise publicly disclose this information.

A “trading day” is any day on which the New York Stock Exchange is open for trading or, if the applicable security is quoted on the Nasdaq National Market, a
day on which trades may be made on such market or, if the applicable security is not so listed, admitted for trading or quoted, any business day.

Events Permitting Conversion

Conversion Based on Common Stock Price. Holders may surrender notes for conversion at any time during or after any fiscal quarter commencing after June 30,
2003 if the sale price of our common stock (as defined below) for at least 20 trading days in a period of 30 consecutive trading days ending on the last trading day of
the preceding fiscal quarter is more than 120% of the conversion price (as defined below) per share of common stock on the last day of such preceding fiscal quarter.
If the foregoing condition is satisfied, then the notes will be convertible at any time thereafter at the option of the holder, through maturity. Upon a surrender of notes
for conversion, in lieu of delivery of shares of our common stock, we will have the right to deliver cash or a combination of cash and common stock, as described
above.

The conversion price per share as of any day will equal the principal amount of a note, divided by the conversion rate on that day. The sale price of our common
stock on any trading day means the closing per share sale price (or if no closing sale price is reported, the average of the bid and ask prices or, if more than one in
either case, the average of the average bid and the average ask prices) on such date on the principal national securities exchange on which the common stock is listed
or, if our common stock is not listed on a national securities exchange, as reported by the Nasdaq National Market or otherwise as provided in the indenture.

Conversion Based on Trading Price of Notes. Subject to the exception in the paragraph below, holders may also surrender notes for conversion prior to maturity
during the five business day period after any five consecutive trading day period in which the “trading price” per $1,000 principal amount of notes, as determined
following a request by a holder of notes in accordance with the procedures described below, for
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each day of that period was less than 98% of the product of the closing sale price of our common stock and the number of shares issuable upon conversion of $1,000
principal amount of notes (the “trading price condition”). Upon a surrender of notes for conversion, in lieu of delivery of shares of our common stock, we will have
the right to deliver cash or a combination of cash and common stock, as described above.

Notwithstanding the foregoing paragraph, if on the date of any conversion pursuant to the trading price condition that is on or after June 15, 2018, the closing
sale price of our common stock is greater than the conversion price, then holders will receive, in lieu of common stock based on the conversion price, cash or
common stock or a combination of cash and common stock, at our option, with a value equal to the principal amount of such notes plus accrued and unpaid interest,
as of the conversion date (“Principal Value Conversion”). We will notify holders that surrender their notes for conversion, if it is a Principal Value Conversion, by the
second trading day following the date of conversion, whether we will pay them all or a portion of the principal amount plus accrued and unpaid interest in cash,
common stock or a combination of cash and common stock, and in what percentage. Any common stock delivered upon a Principal Value Conversion will be valued
at the greater of the conversion price on the conversion date and the applicable stock price as of the conversion date. We will pay such holders any portion of the
principal amount plus accrued and unpaid interest to be paid in cash and deliver common stock with respect to any portion of the principal amount plus accrued and
unpaid interest to be paid in common stock no later than the third business day following the determination of the applicable stock price.

The “applicable stock price” means, in respect of a date of determination, the average of the closing sales price per share of common stock over the five-trading
day period starting the third trading day following such date of determination.

The “trading price” of the notes on any date of determination means the average of the secondary market bid quotations obtained by the trustee for $10 million
principal amount of the notes at approximately 3:30 p.m., New York City time, on such determination date from three independent nationally recognized securities
dealers we select; provided that if three such bids cannot reasonably be obtained by the trustee, but two such bids are obtained, then the average of the two bids shall
be used, and if only one such bid can reasonably be obtained by the trustee, that one bid shall be used. If the trustee cannot reasonably obtain at least one bid for
$10 million principal amount of the notes from a nationally recognized securities dealer, then the trading price per $1,000 principal amount of notes will be deemed
to be less than 98% of the product of the “closing sale price” of our common stock and the number of shares issuable upon conversion of $1,000 principal amount of
the notes.

In connection with any conversion upon satisfaction of the above trading pricing condition, the trustee will have no obligation to determine the trading price of
the notes unless we have requested such determination; and we shall have no obligation to make such request unless a holder of the notes provides us with reasonable
evidence that the trading price per $1,000 principal amount of notes would be less than 98% of the product of the closing sale price of our common stock and the
number of shares of common stock issuable upon conversion of $1,000 principal amount of the notes. At such time, we shall instruct the trustee to determine the
trading price of the notes beginning on the next trading day and on each successive trading day until the trading price per $1,000 principal amount of the notes is
greater than 98% of the product of the closing sale price of our common stock and the number of shares issuable upon conversion of $1,000 principal amount of the
notes.

Conversion Based on Redemption. A holder may surrender for conversion a note called for redemption at any time prior to the close of business on the business
day immediately preceding the redemption date, even if it is not otherwise convertible at such time. A note for which a holder has delivered a repurchase notice or a
notice requiring us to redeem such note upon a Change in Control may be surrendered for conversion only if such notice is withdrawn in accordance with the
indenture. Upon a surrender of notes for conversion, in lieu of delivery of shares of our common stock, we will have the right to deliver cash or a combination of
cash and common stock, as described above.

Conversion Upon Occurrence of Certain Corporate Transactions. If we are party to a consolidation, merger or binding share exchange or a transfer of all or
substantially all of our assets pursuant to which our
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common stock would be converted into cash, securities or other property, reclassified or changed, a note may be surrendered for conversion at any time from and
after the date which is 15 days prior to the anticipated effective date of the transaction until 15 days after the actual effective date of such transaction. Upon a
surrender of notes for conversion, in lieu of delivery of shares of our common stock, we will have the right to deliver cash or a combination of cash and common
stock, as described above. At the effective date of any such transaction, the right to convert a note into common stock will be changed into a right to convert it into
the kind and amount of securities, cash or other of our assets or another person which the holder would have received if the holder had converted the holder’s notes
into shares of our common stock immediately prior to the transaction. If such transaction also constitutes a Change in Control, the holder will be able to require us to
purchase all or a portion of such holder’s notes as described under “— Repurchase at Option of the Holder Upon a Change in Control.”

Conversion Upon Occurrence of Specified Distributions. The notes will also be convertible upon the occurrence of certain distributions resulting in an
adjustment to the conversion rate as described above.

Redemption of Notes at Our Option

No sinking fund is provided for the notes. Prior to June 18, 2010, we cannot redeem the notes at our option. Beginning on June 18, 2010, we may redeem the
notes for cash, as a whole at any time or from time to time in part. We will give not less than 30 days’ or more than 60 days’ notice of redemption by mail to holders
of notes.

If redeemed at our option, the notes will be redeemed at a redemption price equal to 100% of the principal amount, plus accrued and unpaid interest, if any.

If less than all of the outstanding notes are to be redeemed, the trustee will select the notes to be redeemed in principal amounts of $1,000 or integral multiples of
$1,000 principal amount. In this case, the trustee may select the notes by lot, pro rata or by any other method the trustee considers fair and appropriate. If a portion of
a holder’s notes is selected for partial redemption and the holder converts a portion of the notes, the converted portion will be deemed to be the portion selected for
redemption.

Repurchase at Option of the Holder on Specified Dates

Holders have the right to require us to repurchase the notes on June 15 of 2010, 2013 and 2018. We will be required to repurchase any outstanding note for
which a holder delivers a written repurchase notice to the paying agent. This notice must be delivered during the period beginning at any time from the opening of
business on the date that is 20 business days prior to the repurchase date until the close of business on the third business day prior to the repurchase date. If a
repurchase notice is given and withdrawn during that period, we will not be obligated to repurchase the notes listed in the notice. Our repurchase obligation will be
subject to certain additional conditions.

The repurchase price payable for a note will be equal to 100% of the principal amount plus accrued and unpaid interest, if any, on such notes to, but excluding,
the repurchase date. We may, at our option, elect to pay the repurchase price in cash, in shares of our common stock or in any combination of cash and common
stock. For a discussion of the tax treatment of holders receiving cash, shares of our common stock or both, see “Certain United States Federal Income Tax
Considerations — Consequences to U.S. Holders — Exchange of Notes into Common Stock, Cash or a Combination Thereof.”

Should we be required to repurchase the notes at any of the redemption dates, it is our policy that we would satisfy the requirement in cash.

However, if, as permitted by the indenture, we elect to pay the repurchase price, in whole or in part, in shares of our common stock, the number of shares to be
delivered in exchange for the portion of the repurchase price to be paid in our common stock will be equal to that portion of the repurchase price divided by 97.5% of
the average closing sale price of our common stock for the five trading days ending on the third business day prior to the applicable repurchase date (appropriately
adjusted to take into account the occurrence of certain events that would result in an adjustment of the conversion rate with respect to our
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common stock). We will not, however, deliver fractional shares in repurchases using shares of our common stock as consideration. Holders who would otherwise be
entitled to receive fractional shares will instead receive cash in an amount equal to the market price of a share of our common stock multiplied by such fraction.

Because the market price of our common stock will be determined prior to the applicable repurchase date, holders bear the market risk that our common stock
will decline in value between the date the market price is calculated and the repurchase date.

The paying agent is currently the trustee.
The repurchase notice must state:

(1) if certificated notes have been issued, the note certificate numbers (or, if a holder’s notes are not certificated, such holder’s repurchase notice must
comply with appropriate DTC procedures);

(2) the portion of the principal amount of notes to be repurchased, which must be in $1,000 multiples; and

(3) that the notes are to be repurchased by us pursuant to the applicable provisions of the notes and the indenture.

Holders may withdraw any written repurchase notice by delivering a written notice of withdrawal to the paying agent prior to the close of business on the
business day immediately preceding the repurchase date. The withdrawal notice must state:

« the principal amount of the withdrawn notes;

« if certificated notes have been issued, the certificate numbers of the withdrawn notes (or, if a holder’s notes are not certificated, such holder’s withdrawal
notice must comply with appropriate DTC procedures); and

+ the principal amount, if any, which remains subject to the repurchase notice.

‘We must give notice of an upcoming repurchase date to all note holders not less than 20 business days prior to the repurchase date at their address shown in the
register of the registrar. We will also give notice to beneficial owners as required by applicable law. This notice will state, among other things:

+ whether we will pay the repurchase price of the notes in cash, shares of our common stock, or both (in which case the relative percentages will be specified);

« if we elect to pay all or a portion of the repurchase price in shares of our common stock, the method by which we are required to calculate market price of the
common stock; and

« the procedures that holders must follow to require us to repurchase their notes.

Our right to repurchase notes, in whole or in part, with shares of our common stock is subject to various conditions, including:

* registration of the shares of our common stock to be issued upon repurchase under the Securities Act and the Exchange Act, if required;

+ qualification or registration of the shares of our common stock to be issued upon repurchase under applicable state securities laws, if necessary, or the
availability of an exemption therefrom; and

« listing of our common stock on a United States national securities exchange or quoted on an inter-dealer quotation system of any registered United States
national securities association.

If these conditions are not satisfied by a repurchase date, we will pay the repurchase price of the notes to be repurchased entirely in cash. We may not change the
form or components or percentages of components of consideration to be paid for the notes once we have given the note holders the required notice, except as
described in the preceding sentence.

Payment of the repurchase price for a note for which a repurchase notice has been delivered and not withdrawn is conditioned upon book-entry transfer or
delivery of the note, together with necessary endorse-

14




Table of Contents

ments, to the paying agent at its office in the Borough of Manhattan, The City of New York, or any other office of the paying agent, at any time after delivery of the
repurchase notice. Payment of the repurchase price for the note will be made promptly following the later of the repurchase date and the time of book-entry transfer
or delivery of the note. If the paying agent holds money sufficient to pay the repurchase price of the note on the business day following the repurchase date, then, on
and after the date:

« the note will cease to be outstanding;
« interest will cease to accrue; and
« all other rights of the holder will terminate.

This will be the case whether or not book-entry transfer of the note has been made or the note has been delivered to the paying agent, and all other rights of the
note holder will terminate, other than the right to receive the repurchase price upon delivery of the note.

Our ability to repurchase notes with cash may be limited by the terms of our then-existing borrowing agreements. Even though we become obligated to
repurchase any outstanding note on a repurchase date, we may not have sufficient funds to pay the repurchase price on that repurchase date. See “Risk Factors — We
may not have the financial resources to repurchase the notes upon the occurrence of a “change in control’ or at the option of a holder.”

We will comply with the provisions of Rule 13e-4 and any other tender offer rules under the Exchange Act that may be applicable in connection with any offer
by us to repurchase the notes.

Repurchase at Option of the Holder Upon a Change in Control

If a Change in Control (as defined below) occurs, each holder of notes will have the right, at the holder’s option, to require us to repurchase all of the holder’s
notes, or any portion of the principal amount thereof that is equal to $1,000 or an integral multiple of $1,000 in excess thereof. This option may be exercised 45 days
after the date on which we notify the holders of any Change in Control. The repurchase price will be equal to 100% of the principal amount of the notes to be
repurchased, together with any interest accrued but unpaid to, but excluding, the repurchase date.

Within 30 days after the occurrence of a Change in Control, we are obligated to give to all holders of the notes notice, as provided in the indenture, of the
occurrence of a Change in Control and of the repurchase right arising therefrom. This company notice will be sufficiently given to holders of notes if in writing and
mailed, first class postage prepaid, to each holder of a note affected by the event, at the address of such holder. We must also deliver a copy of the company notice to
the trustee. To exercise the repurchase right, a holder of notes must deliver on or before the 30th day after the date of the company notice irrevocable written notice to
the trustee of the holder’s exercise of such right, together with the notes with respect to which the right is being exercised.

A Change in Control occurs in the following situations:

(i) the occurrence of a Non-Stock Fundamental Change (as defined below); or

(ii) any person, including any syndicate or group deemed to be a “person” under Section 13(d)(3) of the Exchange Act, acquires beneficial ownership,
directly or indirectly, through a purchase, merger or other acquisition transaction or series of transactions, of shares of our capital stock entitling the person to
exercise 90% or more of the total voting power of all shares of our capital stock that are entitled to vote generally in elections of directors unless such beneficial
ownership results from, or arises in connection with, a Common Stock Fundamental Change (as defined below);

provided, however, that a Change in Control shall not be deemed to have occurred if either (a) the closing price per share of our common stock for five trading days
within the period of 10 consecutive trading days ending immediately after the later of the Change in Control or the public announcement of the Change in Control (in
the case of Change of Control under clause (ii) above) or ending immediately before the Change in Control (in the case of a Change in Control under clause (i)
above) shall equal or exceed 105% of the conversion price of the notes in effect on each such trading day, or (b) all of the consideration (excluding cash payments for
fractional shares) in the transaction constituting the Change in Control consists of common
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stock traded on a national securities exchange or quoted on the Nasdaq National Market and as a result of such transaction or transactions the notes become
convertible solely into such common stock (excluding cash payments relating to fractional shares).

“Fundamental Change” means the occurrence of any transaction or event in connection with a plan under which all or substantially all of our common stock will
be exchanged for, converted into, acquired for or constitute solely the right to receive securities, cash or other property (whether by means of an exchange offer,
liquidation, tender offer, consolidation, merger, combination, reclassification, recapitalization or otherwise); provided that, in the case of a plan involving more than
one of these transactions or events, the Fundamental Change will be deemed to have occurred when substantially all of our common stock will be exchanged for,
converted into, or acquired for or constitute solely the right to receive securities, cash, or other property. Purchases pursuant to a stock buyback program shall not
constitute a Fundamental Change.

“Common Stock Fundamental Change” means any Fundamental Change in which more than 25% of the value, as determined in good faith by our board of
directors, of the consideration received by holders of our common stock consists of common stock that on or prior to the Entitlement Date has been admitted for
listing or admitted for listing subject to notice of issuance on a national securities exchange or quoted on the Nasdaq National Market; provided, however, that a
Fundamental Change will not be a Common Stock Fundamental Change unless either:

* we continue to exist after the occurrence of a Fundamental Change and the outstanding notes continue to exist as outstanding notes, or

* not later than the occurrence of such Fundamental Change, the outstanding notes are converted into or exchanged for notes of a corporation succeeding to our
business (whether by operation of law or otherwise), which notes have terms substantially similar to the notes.

“Entitlement Date” means the record date for determination of the holders of our common stock entitled to receive securities, cash or other property in
connection with a Fundamental Change or, if there is no record date, the date on which holders or our common stock will have the right to receive such securities,
cash or other property.

“Non-Stock Fundamental Change” means any Fundamental Change other than a Common Stock Fundamental Change.

Our failure to repurchase the notes when required would result in an Event of Default with respect to the notes. See “— Events of Default.”

We will comply with the provisions of Rule 13e-4 and any other tender offer rules under the Exchange Act that may be applicable in connection with any offer
by us to repurchase the notes.

Our obligation to make an offer to repurchase the notes as a result of a Change in Control may be waived or modified at any time prior to the occurrence of such
Change in Control with the written consent of the holders of a majority in aggregate principal amount of the outstanding notes.

The foregoing provisions would not be triggered in many transactions constituting a corporate change in control or necessarily afford holders of the notes
protection in the event of highly leveraged or other transactions involving us that may adversely affect holders.

Merger and Sales of Assets by the Company

The indenture provides that we will not consolidate with or merge into any other entity or sell, convey, transfer, lease or otherwise dispose of all or substantially
all our properties and assets unless:

« the entity formed by such consolidation or into which we are merged or the entity which acquires or which leases our property and assets substantially or as an
entirety is a corporation organized and existing under the laws of the United States of America or any state thereof or the District of Columbia, and expressly

assumes by supplemental indenture, all our obligations under the notes, and our obligations under the indenture;
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+ immediately after giving effect to such transactions, no Event of Default (as defined below) or Default (as defined below) shall have occurred and be
continuing; and

« certain other conditions are met.

If a successor corporation assumes our obligations, the successor will succeed to and be substituted for us under the indenture and the notes. Consequently, all of
our obligations will terminate. If any such permitted consolidation, merger, sale, conveyance, disposition or other change of control transaction occurs, the holders of
the notes will not have the right to require redemption of their securities or similar rights.

Events of Default

An “Event of Default” occurs with respect to the notes if any of the following occurs:

« we fail to pay interest on the notes or any other amount applicable to the notes within 30 days of the due date;
+ we fail to pay principal on any notes on its due date;

+ we default for 60 days after notice to us by the trustee, or by the holders of 25% in aggregate principal amount of the notes then outstanding, in the
performance of any other agreement applicable to the notes; or

« certain events of bankruptcy, insolvency or reorganization occur.

If an event of default shall have happened and be continuing, either the trustee or the holders of not less than 25% in aggregate principal amount of the notes
then outstanding may, by written notice to us (and to the trustee, if notice is given by the holders of the notes), declare the principal amount of the notes accrued
through the date of such declaration, and any accrued and unpaid interest through the date of such declaration, to be immediately due and payable.

The indenture provides that the trustee will give to the holders of the notes notice of all uncured Defaults (as defined below) within 90 days after the occurrence
of Default. However, notice will not be given until 60 days after the occurrence of a Default with respect to the notes involving a failure to perform a covenant other
than the obligation pay principal and interest. Further, in the case of default in payment on the notes, the trustee may withhold the notice if and so long as a
committee comprised of certain officers of the trustee determines in good faith that withholding such notice is in the interest of the holders of the notes. “Default”
means any event which is, or after the passage of time or both, would be, an Event of Default.

Under the indenture, the trustee is under no obligation to exercise any of its rights or powers at the request of any of the holders, unless such holders have
offered to the trustee reasonable indemnity. Subject to provisions for indemnification, the indenture provides that the holders of not less than a majority in aggregate
principal amount of the notes may direct the time, method and place of conducting any proceeding for any remedy available to the trustee for the notes, or exercising
any trust or power conferred on the trustee. We are required to file annually with the trustee a certificate as to our compliance with all conditions and covenants under
the indenture, except an Event of Default based on the payment of the principal or interest on the notes and certain other defaults.

By notice to the trustee, the holders of not less than the majority in total principal amount of the notes may waive any past Default or Event of Default with
respect to that series and its consequences. Further, a majority of the holders may rescind and annul a declaration of acceleration with respect to that series (unless a
judgment or decree based on such acceleration has been obtained and entered), except an acceleration based on an Event of Default in the payment of the principal
of, or interest, if any, on the notes (and any resulting acceleration) and certain other defaults.
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Modification of Indenture

Without Holder Consent. Without the consent of any holders of notes, we and the trustee may enter into one or more supplemental indentures for any of the
following purposes:

* to evidence the succession of another entity to our company and the assumption of our covenants by a successor; or

* to add one or more covenants or other provisions for the benefit of the holders of the notes, or

* to surrender any right or power conferred upon us; or

* to add any additional Events of Default for the notes; or

* to add or change any provisions to such extent as necessary to permit or facilitate the issuance of the notes in bearer or in global form; or
* to provide security for the notes; or

* to establish the form or terms of the notes in global form; or

+ to provide for the issuance of bearer securities; or

* to evidence and provide for the acceptance of appointment of a separate or successor trustee; or

« under certain circumstances to add to, change or eliminate any provision affecting notes not yet issued; or

* to cure any ambiguity, defect, correct or inconsistency or to make any other changes that do not adversely affect the interests of the holders of notes issued
under the indenture in any material respect.

If the Trust Indenture Act is amended after the date of the indenture so as to require changes to the indenture or so as to permit changes to, or the elimination of,
provisions which, at the date of the indenture or at any time thereafter, were required by the Trust Indenture Act to be contained in the indenture, the indenture will be
deemed to have been amended so as to conform to such amendment or to effect such changes or elimination, and we and the trustee may, without the consent of any
holders, enter into one or more supplemental indentures to effect or evidence such amendment.

With Holder Consent. Except as provided above, the consent of the holders of at least a majority in aggregate principal amount of the notes is generally required
for the purpose of adding to, or changing or eliminating any of the provisions of, the notes pursuant to a supplemental indenture. However, no amendment or
modification may, without the consent of the holder of each outstanding notes directly affected thereby,

* change the stated maturity of the principal or interest on the notes (other than pursuant to the terms thereof); or
* reduce the principal amount, interest or premium payable or change the currency in the notes are payable; or
+ impair the right to bring suit to enforce any payment; or

* reduce the percentages of holders whose consent is required to modify or amend the indenture of compliance with certain provisions of the indentures or for
waiver of certain Defaults; or

* change our obligation to maintain an office or agency in the places and for the purposes specified in the indenture; or
» modify any of the foregoing provisions.
Discharge of the Indenture

We may satisfy and discharge our obligations under the indenture by delivering to the trustee for cancellation all outstanding notes or by depositing with the
trustee, the paying agent or the conversion agent, if applicable, after the notes have become due and payable, whether at stated maturity or any redemption date,
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or any repurchase date, or a Change in Control purchase date, or upon conversion or otherwise, cash or shares of common stock (as applicable under the terms of the
indenture) sufficient to pay all of the outstanding notes and paying all other sums payable under the indenture.

Calculations in Respect of Notes

J. P. Morgan Trust Company, National Association, as calculation agent, is responsible for making all calculations called for under the notes. These calculations
include, but are not limited to, determination of the market prices of our common stock. The trustee will make all these calculations in good faith and, absent
manifest error, its calculations will be final and binding on holders of notes. The trustee will provide us with a schedule of its calculations, and the trustee is entitled
to rely upon the accuracy of its calculations without independent verification.

Limitations of Claims in Bankruptcy

If a bankruptcy proceeding is commenced in respect of Continental Airlines, Inc., the claim of a holder of a note is, under Title 11 of the United States Code,
limited to the principal amount, together with any accrued and unpaid interest, on such note as of the date of the commencement of the proceeding.

Governing Law
The indenture and the notes are governed by, and construed in accordance with, the laws of the State of New York.
Information Concerning the Trustee

J. P. Morgan Trust Company, National Association is the trustee, registrar, paying agent and conversion agent and responsible for making all calculations under
the indenture for the notes.

Book-Entry System

The notes have been issued in the form of a global security held in book-entry form. DTC or its nominee is the sole registered holder of the notes for all purposes
under the indenture. Owners of beneficial interests in the notes represented by the global security hold their interests pursuant to the procedures and practices of
DTC. As a result, beneficial interests in any such securities are shown on, and may only be transferred through, records maintained by DTC and its direct and indirect
participants, and any such interest may not be exchanged for certificated securities, except in limited circumstances. Owners of beneficial interests must exercise any
rights in respect of their interests, including any right to convert or require purchase of their interests in the notes, in accordance with the procedures and practices of
DTC. Beneficial owners are not be holders and are not be entitled to any rights under the global security or the indenture. We and the trustee, and any of our or their
respective agents, may treat DTC as the sole holder and registered owner of the global security. Investors who purchase notes in offshore transactions in reliance on
Regulation S under the Securities Act may hold their interests in the global security directly through Euroclear Bank S.A./ N.V., as operator of the Euroclear System
(“Euroclear”) and Clearstream Banking, société anonyme (“Clearstream”), if they are participants in such systems, or indirectly through organizations that are
participants in such systems. Euroclear and Clearstream will hold interests in the global security on behalf of their participants through their respective depositaries,
which in turn will hold such interests in the global security in such depositaries’ names on the books of DTC.

Exchange of Global Security
Notes represented by the global security will be exchangeable for certificated securities with the same terms only if:

* DTC is unwilling or unable to continue as depositary or if DTC ceases to be a clearing agency registered under the Exchange Act and a successor depositary is
not appointed by us within 90 days; or

* we decide to discontinue use of the system of book-entry transfer through DTC (or any successor depositary);
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DTC has advised us as follows: DTC is a limited-purpose trust company organized under the New York Banking Law, a “banking organization” within the
meaning of the New York Uniform Commercial Code, and a “clearing agency” registered pursuant to the provisions of Section 17A of the Exchange Act. DTC
facilitates the settlement of transactions among its participants through electronic computerized book-entry changes in participants’ accounts, eliminating the need for
physical movement of securities certificates. DTC’s participants include securities brokers and dealers, including the initial purchasers, banks, trust companies,
clearing corporations and other organizations, some of whom and/or their representatives, own DTC. Access to DTC’s book-entry system is also 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.

Registration Rights

We and the initial purchasers entered into a registration rights agreement dated June 10, 2003. Pursuant to the registration rights agreement, we have agreed, at
our expense, for the benefit of the holders, to file with the SEC a shelf registration statement (of which this prospectus forms a part) covering resale of the notes and
the shares of common stock issuable upon conversion of the notes within 90 days after June 10, 2003. We have agreed to use our reasonable best efforts to cause the
shelf registration statement to become effective within 180 days of such date, and to keep a shelf registration statement effective until the earlier of:

* the sale pursuant to Rule 144 under the Securities Act or a shelf registration statement of all the securities registered thereunder; and

+ the expiration of the holding period applicable to such securities held by persons that are not our affiliates under Rule 144(k) under the Securities Act or any
successor provision, subject to certain permitted exceptions.

We are permitted to suspend the use of the prospectus that is part of the shelf registration statement under certain circumstances relating to corporate
developments, public filings with the SEC and similar events for a period not to exceed 30 days in any three-month period and not to exceed an aggregate of 90 days
in any 12-month period. We have agreed to pay predetermined additional amounts as described herein (“additional amounts™) to holders of the notes and holders of
shares of common stock issuable upon conversion of the notes if a shelf registration statement is not timely filed or made effective or if the prospectus is unavailable
for the periods in excess of those permitted above. Such additional amounts will accrue until such failure to file or become effective or unavailability is cured,

* in respect of any notes, at a rate per year equal to 0.25% for the first 90-day period after the occurrence of such event and 0.5% thereafter of the principal
amount thereof; and

« in respect of any shares of common stock issued upon conversion of notes, at a rate per year equal to 0.25% for the first 90-day period and 0.5% thereafter of
the then applicable conversion price (as defined below).

So long as the failure to file or become effective or unavailability continues, we will pay additional amounts in cash on June 15 and December 15 of each year to
the holders of record of the notes or shares of common stock on the immediately preceding June 1 and December 1. When such registration default is cured, accrued
and unpaid additional amounts will be paid in cash to the record holder as of the date of such cure.

A holder who sells notes and shares of common stock issued upon conversion of the notes pursuant to the shelf registration statement generally will be required
to be named as a selling securityholder in the related prospectus, deliver a prospectus to purchasers and be bound by certain provisions of the registration rights
agreement that are applicable to such holder, including certain indemnification provisions. We will pay all expenses of the shelf registration statement, provide to
each registered holder copies of such prospectus, notify each registered holder when the shelf registration statement has become effective and take certain other
actions as are required to permit, subject to the foregoing, unrestricted resales of the notes and the shares of common stock issued upon conversion of the notes.

20




Table of Contents

The term “applicable conversion price” means, as of any date of determination, $1,000 principal amount of notes divided by the conversion rate in effect as of
such date of determination or, if no notes are then outstanding, the conversion rate that would be in effect were notes then outstanding.

DESCRIPTION OF OUR CAPITAL STOCK

The following discussion is not meant to be complete and is qualified by reference to our certificate of incorporation, bylaws and the rights agreement that we
describe in this section. For more information, you should read “Where You Can Find More Information.”

Our authorized capital stock currently consists of 200 million shares of Class B common stock, which we refer to as the common stock, and 10 million shares of
preferred stock. As of April 29, 2004, we had outstanding 66,197,388 shares of Class B common stock and one share of Series B preferred stock.

Description of Common Stock
Rights to Dividends and on Liquidation, Dissolution or Winding Up. Common stockholders participate ratably in any dividends or distributions on the common
stock. In the event of any liquidation, dissolution or winding up of our company, common stockholders are entitled to share ratably in our assets available for

distribution to the stockholders, subject to the prior rights of holders of any outstanding preferred stock.

Preemptive and Other Subscription Rights. Common stockholders do not have preemptive, subscription, conversion or redemption rights (other than the anti-
dilution rights described under “— Corporate Governance and Control”), and are not subject to further capital calls or assessments.

No Cumulative Voting Rights. Common stockholders do not have the right to cumulate their votes in the election of directors.

Voting. Holders of common stock are entitled to one vote per share on all matters submitted to a vote of stockholders, except that voting rights of non-
U.S. citizens are limited as described under “— Limitation on Voting by Foreign Owners.”

Description of Preferred Stock

The following summary describes certain general terms of our authorized preferred stock.

We may issue preferred stock from time to time in one or more series. Subject to the provisions of our certificate of incorporation and limitations prescribed by
law, our board of directors may adopt resolutions to issue the shares of preferred stock in one or more series, to fix the number of shares of the series and to establish
the designations, powers, preferences and relative, participating, optional or other special rights of the preferred stock. Our board of directors may also fix the
qualifications, limitations or restrictions, if any, of the preferred stock, including dividend rights (including whether dividends are cumulative), dividend rates, terms
of redemption (including sinking fund provisions), redemption rights and prices, conversion or exchange rights and liquidation preferences of the shares of the series,

in each case without any further action or vote by our stockholders.

If we offer preferred stock, a description will be filed with the SEC and the specific terms of the preferred stock will be described in the prospectus supplement,
including the following terms:

« the series, the number of shares offered and the liquidation value of the preferred stock;

* the price at which the preferred stock will be issued;

« the dividend rate, the dates on which the dividends will be payable and other terms relating to the payment of dividends on the preferred stock;
« the voting rights of the preferred stock;

« the liquidation preference of the preferred stock;
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+ whether the preferred stock is redeemable or subject to a sinking fund, and the terms of any such redemption or sinking fund;
* whether the preferred stock is convertible into or exchangeable for any other securities, and the terms of any such conversion or exchange; and
+ any additional rights, preferences, qualifications and limitations of the preferred stock.

Limitation on Voting by Foreign Owners

Our certificate of incorporation provides that shares of capital stock may not be voted by or at the direction of persons who are not citizens of the United States
unless the shares are registered on a separate “foreign” stock record. Applicable restrictions currently require that no more than 25% of our voting stock be owned or
controlled, directly or indirectly, by persons who are not U.S. citizens, and that our president and at least two-thirds of our directors or other managing officers be
U.S. citizens. For purposes of the certificate of incorporation, “U.S. citizen” means:

« an individual who is a citizen of the United States; or

+ a partnership each of whose partners is an individual who is a citizen of the United States, or a corporation or association organized under the laws of the
United States or a state, the District of Columbia, or a territory or possession of the United States, of which the president and at least two-thirds of the board of
directors and other managing officers are citizens of the United States, and in which at least 75% of the voting interest is owned or controlled by persons that
are citizens of the United States.

Our bylaws provide that no shares will be registered on the foreign stock record if the amount so registered would exceed the restrictions described above or
adversely affect our operating certificates or authorities. Registration on the foreign stock record is made in chronological order based on the date we receive a
written request for registration.

An affiliate of AXA Financial, Inc. has requested that all shares beneficially owned by AXA Financial, Inc. and its affiliates be included on our foreign stock
record. Although we have not to date limited the registration of any shares on this record, subject to certain factors, the registration of the shares beneficially owned
by AXA Financial, Inc. and its affiliates could preclude the registration, and thus the voting of, certain shares owned by other stockholders that are not U.S. citizens.

Preferred Stock Purchase Rights

General. One preferred stock purchase right is currently associated with each outstanding share of our common stock. Each of these preferred stock purchase
rights entitles the registered holder to purchase from us one one-thousandth of a share of our Series A junior participating preferred stock at a purchase price of
$200 per one one-thousandth of a share, subject to adjustment.

The preferred stock purchase rights have anti-takeover effects. The preferred stock purchase rights could cause substantial dilution to a person or group that
attempts to acquire us and effect a change in the composition of our board of directors on terms not approved by our board of directors, including by means of a
tender offer at a premium to the market price. Subject to restrictions and limitations contained in our charter, the preferred stock purchase rights should not interfere
with any merger or business combination approved by our board of directors, because we may redeem the preferred stock purchase rights at the redemption price
prior to the time that a person has become an acquiring person or amend the preferred stock purchase rights to make them inapplicable to the approved transaction.

The following summary of the material terms of the preferred stock purchase rights is not meant to be complete and is qualified by reference to the rights
agreement that governs the issuance of the rights. See “Where You Can Find More Information.”
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Evidence and Transferability of Preferred Stock Purchase Rights. The preferred stock purchase rights will be evidenced by the certificates representing shares of
common stock until the earlier to occur of:

* 10 days following a public announcement or public disclosure of facts made by us or an acquiring person that a person or group of affiliated or associated
persons has become an acquiring person, which occurs, generally, when that person or group has acquired beneficial ownership of common stock representing
15% or more of the total number of votes entitled to be cast by the holders of common stock then outstanding; and

+ 10 business days, or a later date established by our board of directors before the time any person or group becomes an acquiring person, following the
commencement of, or the first public announcement of an intention of any person or group to make, a tender offer or exchange offer that, if completed, would
result in the beneficial ownership by a person or group of shares of common stock representing 15% or more of such number of votes.

Until the rights distribution date or the earlier redemption or expiration of the preferred stock purchase rights:

« the preferred stock purchase rights will be transferred only with the transfer of shares of common stock;

« certificates representing shares of common stock which become outstanding after the record date for the initial distribution of the rights, will contain a notation
incorporating the terms of the preferred stock purchase rights by reference; and

+ the surrender for transfer of any certificate representing shares of common stock will also constitute the transfer of the preferred stock purchase rights
associated with the shares of common stock represented by that certificate.

As soon as practicable following the rights distribution date, separate certificates evidencing the preferred stock purchase rights will be mailed to holders of
record of the shares of common stock as of the close of business on the rights distribution date and those separate preferred stock purchase rights certificates alone
will evidence the rights.

Exempt Persons. We and certain persons affiliated with us are exempt from the definition of acquiring person. An exception to the definition of acquiring person
in the rights agreement permits an institutional investor to be or become the beneficial owner of our common stock representing 15% or more of the voting power of
the common stock then outstanding, subject to certain limitations described below, without becoming an acquiring person, as long as the institutional investor

continues to be an institutional investor. Generally, an institutional investor is a person who, as of January 31, 2000:

* beneficially owned more than 14% of the voting power of our common stock then outstanding;
* had a Schedule 13G on file with the SEC with respect to its holdings;
« is principally engaged in the business of managing investment funds for unaffiliated securities investors;

* acquires the common stock pursuant to trading activities undertaken in the ordinary course of such person’s business not with the purpose or effect of
exercising or influencing control over us; and

« is not obligated to and does not file a Schedule 13D with respect to our securities.

If our board of directors determines that a person is no longer an institutional investor, then this person will be required to divest itself as promptly as practicable
of a sufficient number of shares of common stock so that this person beneficially owns less than 15% of the voting power of our common stock then outstanding.

If our board of directors determines that this person does not divest itself of common shares as required, then this person will be or become an acquiring person
under the rights agreement.

AXA Financial, Inc., as an institutional investor under the rights agreement, is permitted to beneficially own, without triggering the rights under the rights
agreement, so long as it retains its status as a passive institutional investor, up to 25% of the outstanding shares of common stock.
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Exercisability of Rights. The preferred stock purchase rights are not exercisable until the preferred stock purchase rights distribution date. The preferred stock
purchase rights will expire on November 20, 2008, unless the expiration date is extended or unless the preferred stock purchase rights are earlier redeemed or
exchanged by us, in each case, as described below.

If any person becomes an acquiring person, each holder of a preferred stock purchase right (other than preferred stock purchase rights beneficially owned by the
acquiring person, which will be void) will, after the date that any person became an acquiring person, have the right to receive, upon exercise of those preferred stock
purchase rights at the then current exercise price, that number of shares of common stock, or cash or other securities or assets in certain circumstances, having a
market value of two times the exercise price of the preferred stock purchase right. If, at any time on or after the date that any person has become an acquiring person,
we are acquired in a merger or other business combination transaction or 50% or more of our consolidated assets or earning power are sold, each holder of a
preferred stock purchase right will, after the date of that transaction, have the right to receive, upon the exercise of those preferred stock purchase rights at the then
current exercise price of the preferred stock purchase right, that number of shares of common stock of the acquiring company which at the time of that transaction
will have a market value of two times the exercise price of the preferred stock purchase right.

The purchase price payable, and the number of shares of junior preferred stock or other securities or property issuable, upon exercise of the preferred stock
purchase rights are subject to adjustment from time to time to prevent dilution in some circumstances.

Until a preferred stock purchase right is exercised, the holder of a preferred stock purchase right will have no rights as a stockholder of our company, including
the right to vote or to receive dividends.

From and after the occurrence of an event described in Section 11(a)(ii) of the rights agreement, if rights are or were, at any time on or after the earlier of (1) the
date of such event and (2) the distribution date, acquired or beneficially owned by an acquiring person or an associate or affiliate of an acquiring person, such rights
shall become void, and any holder of such rights shall thereafter have no right to exercise such rights.

Terms of Junior Preferred Stock. Shares of junior preferred stock, which may be purchased upon exercise of the preferred stock purchase rights, will not be
redeemable. Subject to the rights of holders of any series of preferred stock superior to the junior preferred stock with respect to dividends, each share of junior
preferred stock will be entitled to receive when, as and if declared by the board of directors, out of funds legally available for the purpose, an amount per share equal
to 1,000 times the cash or non-cash dividend declared per share of common stock. Such dividends are cumulative. In the event of liquidation, the holders of the
junior preferred stock will be entitled to receive an aggregate payment equal to 1,000 times the payment made per share of common stock. Each share of junior
preferred stock will have 1,000 votes, together with the common stock. Finally, in the event of any merger, consolidation or other transaction in which the common
stock is exchanged, each share of junior preferred stock will be entitled to receive an amount equal to 1,000 times the amount received per share of common stock.
The rights are protected by customary antidilution provisions.

Exchange or Redemption. At any time after any person becomes an acquiring person, and prior to the acquisition by any person or group of a majority of the
voting power, our board of directors may exchange the rights (other than rights owned by such acquiring person which have become void), in whole or in part, at an
exchange ratio of one share of common stock per right (subject to adjustment). We may, at our option, substitute preferred shares or common stock equivalents for
common stock, at the rate of one one-thousandth of a preferred share for each share of common stock (subject to adjustment). No fractional share of common stock
will be issued and in lieu thereof, an adjustment in cash will be made based on the market price of the share of common stock on the last trading day prior to the date
of exchange.

At any time prior to any person becoming an acquiring person, our board of directors, by the required board vote, may redeem the rights in whole, but not in
part, at a redemption price of $.001 per right. The redemption of the rights may be made effective at the time, on any basis and subject to the conditions which
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our board of directors may establish. We may, at our option, pay the redemption price in cash, common stock or some other form of consideration deemed
appropriate by the board. Immediately upon any redemption of the rights (or upon a later date specified by our board of directors in the resolution approving a
redemption), the right to exercise the rights will terminate and the only right of the holders of rights will be to receive the redemption price. The redemption of the
rights may be subject to certain restrictions and limitations contained in our charter.

Our board of directors, by the required board vote, may amend the terms of the rights without the consent of the holders of the rights, except that from the time
any person becomes an acquiring person, no amendment may adversely affect the interests of the holders of the rights (other than the acquiring person and its
affiliates and associates). The right of our board of directors to amend the rights agreement may be subject to certain restrictions and limitations contained in our
charter.

Series B Preferred Stock

We have one outstanding share of Series B preferred stock, which is owned by Northwest Airlines, Inc. Set forth below is a description of some of the material
provisions of the Series B preferred stock.

Ranking. The Series B preferred stock ranks junior to all classes of our capital stock other than our common stock upon liquidation, dissolution or winding up of
our company.

Dividends. No dividends are payable on our Series B preferred stock.

Voting Rights. The holder of the Series B preferred stock has the right to block certain actions we may seek to take including:
+ certain business combinations and similar changes of control transactions involving us and a third party major air carrier;

* certain amendments to our rights plan (or redemption of those rights);

« any dividend or distribution of all or substantially all of our assets; and

* certain reorganizations and restructuring transactions involving us.

Redemption. The Series B preferred stock is redeemable by us at a nominal price under the following circumstances:

+ Northwest Airlines transfers or encumbers the Series B preferred stock;

« there is a change of control of Northwest Airlines involving a third party major air carrier;

+ our alliance with Northwest Airlines terminates or expires (other than as a result of a breach by us); or

 Northwest Airlines materially breaches its standstill obligations to us or triggers our rights agreement (described above under “Preferred Stock Purchase
Rights”).

Corporate Governance and Control

Our certificate of incorporation provides that our board of directors will consist of a number of directors as may be determined from time to time by the board of
directors in accordance with the bylaws. Our board of directors currently consists of 14 directors elected by common stockholders, subject to the rights of preferred
stockholders to elect additional directors as set forth in any preferred stock designations.

Business Combinations

Our certificate of incorporation provides that we are not governed by Section 203 of the General Corporation Law of Delaware which, in the absence of such
provisions, would have imposed additional requirements regarding mergers and other business combinations.
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Procedural Matters

Our bylaws require stockholders seeking to nominate directors or propose other matters for action at a stockholders’ meeting to give us notice within specified
periods in advance of the meeting and to follow certain other specified procedures.

Change of Control

Because a separate class vote is required pursuant to the terms of the Series B preferred stock in connection with some changes of control requiring stockholder
approval as described under “— Series B Preferred Stock — Voting Rights,” a change of control of our company could be delayed, deferred or prevented.

In addition, the existence of the preferred stock purchase rights may have the effect of delaying or preventing a change of control of our company. See
“— Preferred Stock Purchase Rights” above.

Limitation of Director Liability and Indemnification

Our certificate of incorporation provides, to the full extent permitted by Delaware law, that directors will not be liable to us or our stockholders for monetary
damages for breach of fiduciary duty as a director. As required under current Delaware law, our certificate of incorporation and bylaws currently provide that this
waiver may not apply to liability:

« for any breach of the director’s duty of loyalty to us or our stockholders;

* or acts or omissions not in good faith or that involve intentional misconduct or a knowing violation of law;

+ under Section 174 of the Delaware General Corporation Law (governing distributions to stockholders); or

« for any transaction from which the director derived any improper personal benefit.

However, in the event the Delaware General Corporation Law is amended to authorize corporate action further eliminating or limiting the personal liability of
directors, then the liability of any of our directors will be eliminated or limited to the fullest extent permitted by the Delaware General Corporation Law, as so
amended. Our certificate of incorporation further provides that we will indemnify each of our directors and officers to the full extent permitted by Delaware law and
may indemnify certain other persons as authorized by the Delaware General Corporation Law. These provisions do not eliminate any monetary liability of directors
under the federal securities laws.
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CERTAIN UNITED STATES FEDERAL INCOME TAX CONSIDERATIONS
The following summary discusses the material U.S. federal income tax considerations relating to the purchase, ownership and disposition of the notes and the
shares of common stock into which the notes may be converted. Except where noted, this summary deals only with notes and shares of common stock held as capital
assets and is applicable only to initial purchasers of notes who purchased the notes at their initial offering price. Additionally, this summary does not deal with special

situations. For example, this summary does not address:

» tax consequences to holders who may be subject to special tax treatment, such as dealers in securities or currencies, financial institutions, tax-exempt entities,
traders in securities that elect to use a mark-to-market method of accounting for their securities holdings or insurance companies;

* tax consequences to persons holding notes or shares of common stock as part of a hedging, integrated, constructive sale or conversion transaction or a straddle;
* tax consequences to U.S. holders (as defined below) of notes or shares of common stock whose “functional currency” is not the U.S. dollar;

+ alternative minimum tax consequences, if any; or

* any state, local or foreign tax consequences.

The discussion below is based upon the provisions of the Internal Revenue Code of 1986, as amended (the “Code”), and regulations, rulings and judicial
decisions as of the date hereof. Those authorities may be changed, perhaps retroactively, so as to result in U.S. federal income tax consequences different from those
discussed below.

If a partnership holds our notes or shares of common stock, the tax treatment of a partner in the partnership will generally depend upon the status of the partner
and the activities of the partnership. If you are a partner of a partnership holding our notes or shares of common stock, you should consult your tax advisor.

If you are considering the purchase of notes, you are urged to consult your own tax advisors concerning the U.S. federal income and estate tax
consequences to you and any consequences arising under the laws of any state, local, foreign or other taxing jurisdiction.

Consequences to U.S. Holders

The following is a summary of the U.S. federal income tax consequences that will apply to you if you are a U.S. holder of notes or shares of common stock.
Certain consequences to “non-U.S. holders” of notes and shares of common stock are described under “— Consequences to Non-U.S. Holders” below. “U.S. holder”
means a beneficial owner of a note that is for U.S. federal income tax purposes:

* a citizen or resident of the U.S.;
* a corporation or partnership created or organized in or under the laws of the U.S. or any political subdivision of the U.S.;
« an estate the income of which is subject to U.S. federal income taxation regardless of its source; or

« a trust if (1) it is subject to the primary supervision of a court within the U.S. and one or more U.S. persons have the authority to control all substantial
decisions of the trust, or (2) it has a valid election in effect under applicable U.S. treasury regulations to be treated as a U.S. person.
Interest on the Notes

Payments of stated interest on the notes will be subject to U.S. federal income taxation as ordinary income at the time such payments accrue or are received, in
accordance with your method of accounting for tax purposes.

27




Table of Contents

Market Discount

If you purchase a note for an amount that is less than its issue price, subject to a de minimis exception you will be treated as having purchased the note at a
“market discount.” In such case, you will be required to treat any principal payment on, or any gain realized on the sale, exchange, or other disposition of, the note as
ordinary income to the extent of the lesser of (i) the amount of such payment or realized gain or (ii) the market discount accrued on the note while held by you and
not previously included in income; you also may be required to defer the deduction of all or a portion of any interest paid or accrued on indebtedness incurred or
maintained to purchase or carry the note. Alternatively, you may elect (with respect to the note and all your other market discount obligations acquired by you after
the first day of the first taxable year to which such election applies) to include market discount in income currently as it accrues. This election may only be revoked
with the consent of the IRS. Market discount is considered to accrue ratably during the period from the date of acquisition to the maturity date of the note, unless you
elect to accrue market discount on the basis of a constant interest rate. Amounts includible in income as market discount are generally treated as ordinary interest
income.

Premium

If you purchase a note for an amount that is greater than the principal amount of the note, you will be treated as having purchased the note with “amortizable
bond premium” equal in amount to such excess. You may elect (with respect to the note and all your other obligations with amortizable bond premium held on or
acquired by you after the first day of the first taxable year to which such election applies) to amortize such premium using a constant yield method over the
remaining term of the note and may offset interest income otherwise required to be included in respect to the note during any taxable year by the amortized amount
of such excess for the taxable year. This election may only be revoked with the consent of the IRS.

If you elect to amortize bond premium, you must reduce your basis in a note by the amount of any bond premium amortized during your holding period. If you
do not elect to amortize bond premium, the bond premium will be included in your basis when the note matures or when you dispose of the note and, in the case of a
taxable disposition, will generally result in the recognition of a capital loss.

Constructive Dividend

The conversion ratio of the notes will be adjusted in certain circumstances. Under Section 305(c) of the Code, adjustments (or failures to make adjustments) that
have the effect of increasing your proportionate interest in our assets or earnings may in some circumstances result in a deemed distribution to you. Any deemed
distributions will be taxable as a dividend, return of capital or capital gain in accordance with the earnings and profits rules under the Code. Any deemed dividend
distribution may not be eligible for the preferential U.S. federal income tax rates applicable to certain dividends under recently enacted legislation.

Sale, Exchange, Redemption or Other Taxable Disposition of Notes

Except as provided below under “— Exchange of Notes into Common Stock, Cash or a Combination Thereof,” you will generally recognize gain or loss upon
the sale, exchange, redemption or other taxable disposition of a note equal to the difference between the amount realized upon the sale, exchange, redemption or
other taxable disposition (except to the extent of any accrued but unpaid interest, which is required to be treated as interest income) and your adjusted tax basis in the
note. Your adjusted tax basis in a note will generally be equal to the amount paid for the note, increased by any amounts includible in income by you as market
discount (as described above) and reduced by any amortized premium (as described above). Except as described above with respect to market discount, any gain or
loss recognized on a taxable disposition of the note will be capital gain or loss. If you are an individual and have held the note for more than one year, such capital
gain will be subject to tax at a maximum rate of 15%. The deductibility of net capital losses by individuals and corporations is subject to limitations.
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Exchange of Notes into Common Stock, Cash or a Combination Thereof

You will not recognize gain or loss on the exchange of your notes solely for common stock upon conversion or repurchase, except to the extent of the fair market
value of common stock received with respect to accrued, but unpaid interest, which will be treated as interest income. If you receive solely cash in exchange for your
notes upon conversion or repurchase, your gain or loss will be determined in the same manner as if you disposed of the note in a taxable disposition (as described
above under “— Sale, Exchange, Redemption or Other Taxable Disposition of Notes”). If a combination of cash and stock is received in exchange for your notes
upon conversion or repurchase, the amount of gain recognized will be equal to the excess of the fair market value of the common stock and cash received (except to
the extent of amounts received with respect to accrued but unpaid interest which will be treated as interest income) over your adjusted tax basis in the note, but in no
event should the amount recognized exceed the amount of cash received. You may not recognize any loss on the exchange. The amount of gain or loss recognized on
the receipt of cash in lieu of a fractional share will be equal to the difference between the amount of cash you receive in respect of the fractional share and the portion
of your adjusted tax basis in the note that is allocable to the fractional share.

The tax basis of the shares of common stock received upon a conversion or repurchase will equal the adjusted tax basis of the note that was converted or
repurchased (excluding the portion of the tax basis that is allocable to any fractional share), reduced by the amount of any cash received (other than cash received in
lieu of a fractional share) and increased by the amount of gain, if any, recognized (other than with respect to a fractional share). Your holding period for shares of
common stock will include the period during which you held the notes.

You are urged to contact your tax advisors concerning the ownership of common stock.

Consequences to Non-U.S. Holders

The following is a summary of the U.S. federal tax consequences that will apply to you if you are a non-U.S. holder of notes or shares of common stock. The
term “non-U.S. holder” means a beneficial owner of a note or share of common stock that is not a U.S. holder. Special rules may apply to certain non-U.S. holders

»

such as “controlled foreign corporations”, “passive foreign investment companies” and “foreign personal holding companies”. Such entities should consult their own
tax advisors to determine the U.S. federal, state, local and other tax consequences that may be relevant to them.

Interest on the Notes

The 30% U.S. federal withholding tax will not apply to any payment to you of principal or interest on a note under the “portfolio interest rule”, provided that:

+ you do not actually or constructively own 10% or more of the total combined voting power of all classes of our stock that are entitled to vote within the
meaning of section 871(h)(3) of the Code;

* you are not a controlled foreign corporation that is related to us (actually or constructively) through stock ownership;
* you are not a bank whose receipt of interest on a note is described in section 881(c)(3)(A) of the Code; and

* (a) you provide your name and address, and certify, under penalties of perjury, that you are not a U.S. person (which certification may be made on an IRS W-
8BEN (or successor form)) or (b) you hold your notes through certain foreign intermediaries or certain foreign partnerships, and you satisfy the certification
requirements of applicable treasury regulations. Special rules apply to non-U.S. holders that are pass-through entities rather than corporations or individuals.

If you cannot satisfy the requirements described above, payments of interest will be subject to the 30% U.S. federal withholding tax, unless you provide us with
a properly executed (1) IRS Form W-8BEN (or successor form) claiming an exemption from or reduction in withholding under the benefit of an applicable income
tax treaty or (2) IRS Form W-8ECI (or successor form) stating that interest paid on the note is not
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subject to withholding tax because it is effectively connected with your conduct of a trade or business in the U.S.

If you are engaged in a trade or business in the U.S. and interest on a note is effectively connected with the conduct of that trade or business, you will be subject
to U.S. federal income tax on that interest on a net income basis (although exempt from the 30% withholding tax) generally in the same manner as if you were a
U.S. person as defined under the Code. In addition, if you are a foreign corporation, you may be subject to a branch profits tax equal to 30% (or lower applicable
income tax treaty rate) of your earnings and profits for the taxable year, subject to adjustments, that are effectively connected with your conduct of a trade or business
in the U.S.

Dividends

Any dividends paid to you with respect to the shares of common stock (and any deemed dividends resulting from certain adjustments, or failure to make
adjustments, to the number of shares of common stock to be issued on conversion, see “— Constructive Dividend” above) will be subject to withholding tax at a 30%
rate or such lower rate as may be specified by an applicable income tax treaty. However, dividends that are effectively connected with the conduct of a trade or
business within the U.S. and, where an applicable tax treaty so provides, are attributable to a U.S. permanent establishment, are not subject to the withholding tax, but
instead are subject to U.S. federal income tax on a net income basis at applicable graduated individual or corporate rates. Certain certification and disclosure
requirements must be complied with in order for effectively connected income to be exempt from withholding. Any such effectively connected dividends received by
a foreign corporation may, under certain circumstances, be subject to an additional branch profits tax at a 30% rate or such lower rate as may be specified by an
applicable income tax treaty.

A non-U.S. holder of shares of common stock who wishes to claim the benefit of an applicable treaty rate is required to satisfy applicable certification and other
requirements. If you are eligible for a reduced rate of U.S. withholding tax pursuant to an income tax treaty, you may obtain a refund of any excess amounts withheld
by filing an appropriate claim for refund with the Internal Revenue Service.

As more fully described under “Description of Notes — Registration Rights,” upon the occurrence of certain enumerated events we may be required to pay

additional amounts to you. Payments of such additional amounts may be subject to U.S. federal withholding tax. You should contact your tax advisors concerning the
tax treatment of such additional amounts received by you.

Sale, Exchange, Redemption or Other Disposition of Notes or Shares of Common Stock

Any gain realized upon the sale, exchange, redemption or other disposition of a note or share of common stock generally will not be subject to U.S. federal
income tax unless:

« that gain is effectively connected with the conduct of a trade or business in the U.S. by you;
* you are an individual who is present in the U.S. for 183 days or more in the taxable year of that disposition, and certain other conditions are met; or
* we are or have been a “U.S. real property holding corporation” for U.S. federal income tax purposes.

An individual non-U.S. holder described in the first bullet point above will be subject to U.S. federal income tax on the net gain derived from the sale. An
individual non-U.S. holder described in the second bullet point above will be subject to a flat 30% U.S. federal income tax on the gain derived from the sale, which
may be offset by U.S. source capital losses, even though the holder is not considered a resident of the U.S. A non-U.S. holder that is a foreign corporation and is
described in the first bullet point above will be subject to tax on gain at regular graduated U.S. federal income tax rates and, in addition, may be subject to a branch
profits tax at a 30% rate or a lower rate if so specified by an applicable income tax treaty.

We believe that we are not and do not anticipate becoming a “U.S. real property holding corporation” for U.S. federal income tax purposes.
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U.S. Federal Estate Tax

Your estate will not be subject to U.S. federal estate tax on notes beneficially owned by you at the time of your death, provided that any payment to you on the
notes would be eligible for exemption from the 30% U.S. federal withholding tax under the “portfolio interest rule” described above under “— Interest on the Notes™
without regard to the statement requirement described in the last bullet point and, at the time of your death, payments with respect to the note would not have been
effectively connected with the conduct by you of a trade or business in the U.S. However, shares of common stock held by you at the time of your death will be
included in your gross estate for U.S. federal estate tax purposes unless an applicable estate tax treaty provides otherwise.

Information Reporting and Backup Withholding

Generally, we must report to the IRS and to you the amount of interest and dividends paid to you and the amount of tax, if any, withheld with respect to those
payments. Copies of the information returns reporting such interest and dividend payments and any withholding may also be made available to the tax authorities in
the country in which you reside under the provisions of an applicable income tax treaty.

In general, you will not be subject to backup withholding with respect to payments that we make to you provided that we do not have actual knowledge or
reason to know that you are a U.S. person, as defined under the Code, that is not an exempt recipient and you have provided the statement described above in the last
bullet point under “Consequences to Non-U.S. Holders — Interest on the Notes.”

You will be subject to information reporting and, depending on the circumstances, backup withholding with respect to the proceeds of the sale of a note within
the U.S. or conducted through certain U.S.-related financial intermediaries, unless the payor of the proceeds receives the statement described above and does not
have actual knowledge or reason to know that you are a U.S. person, as defined under the Code, that is not an exempt recipient or you otherwise establish an
exemption.

Any amounts withheld under the backup withholding rules will be allowed as a refund or a credit against your U.S. federal income tax liability provided the
required information is furnished to the IRS.

CERTAIN ERISA CONSIDERATIONS

The following is a summary of certain considerations associated with the purchase of the notes by employee benefit plans that are subject to Title I of the
Employee Retirement Income Security Act of 1974, as amended (“ERISA”), plans, individual retirement accounts and other arrangements that are subject to
Section 4975 of the Code or provisions under any federal, state, local, non-U.S. or other laws or regulations that are similar to such provisions of the Code or ERISA
(collectively, “Similar Laws”), and entities whose underlying assets are considered to include “plan assets” of such plans, accounts and arrangements (each, a
“Plan”).

General Fiduciary Matters

ERISA and the Code impose certain duties on persons who are fiduciaries of a Plan subject to Title I of ERISA or Section 4975 of the Code (an “ERISA Plan”)
and prohibit certain transactions involving the assets of an ERISA Plan and its fiduciaries or other interested parties. Under ERISA and the Code, any person who
exercises any discretionary authority or control over the administration of such an ERISA Plan or the management or disposition of the assets of such an ERISA
Plan, or who renders investment advice for a fee or other compensation to such an ERISA Plan, is generally considered to be a fiduciary of the ERISA Plan.

In considering an investment in the notes of a portion of the assets of any Plan, a fiduciary should determine whether the investment is in accordance with the
documents and instruments governing the Plan and the applicable provisions of ERISA, the Code or any Similar Law relating to a fiduciary’s duties to the Plan
including, without limitation, the prudence, diversification, delegation of control and prohibited transaction provisions of ERISA, the Code and any other applicable
Similar Laws.
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Prohibited Transaction Issues

Section 406 of ERISA and Section 4975 of the Code prohibit ERISA Plans from engaging in specified transactions involving plan assets with persons or entities
who are “parties in interest,” within the meaning of ERISA, or “disqualified persons,” within the meaning of Section 4975 of the Code, unless an exemption is
available. A party in interest or disqualified person who engages in a non-exempt prohibited transaction may be subject to excise taxes and other penalties and
liabilities under ERISA and the Code. In addition, the fiduciary of the ERISA Plan that engaged in such a non-exempt prohibited transaction may be subject to
penalties and liabilities under ERISA and the Code.

The acquisition and/or holding of the notes by an ERISA Plan with respect to which Continental Airlines, Inc. and the initial purchasers are considered a party in
interest or a disqualified person, and the conversion of the notes by an ERISA Plan with respect to which the company is considered a party in interest or disqualified
person, may constitute or result in a direct or indirect prohibited transaction under Section 406 of ERISA and/or Section 4975 of the Code, unless the notes are
acquired and held in accordance with an applicable statutory, class or individual prohibited transaction exemption. In this regard, the U.S. Department of Labor has
issued prohibited transaction class exemptions, or “PTCEs,” that may apply to the acquisition, holding and conversion of the notes. These class exemptions include,
without limitation, PTCE 84-14 respecting transactions determined by independent qualified professional asset managers, PTCE 90-1 respecting insurance company
pooled separate accounts, PTCE 91-38 respecting bank collective investment funds, PTCE 95-60 respecting life insurance company general accounts and PTCE 96-
23 respecting transactions determined by in-house asset managers. There can be no assurance that all of the conditions of any such exemptions will be satisfied.

Because of the foregoing, the notes should not be purchased or held by any person investing “plan assets” of any Plan, unless such purchase and holding and any
conversion will not constitute a non-exempt prohibited transaction under ERISA and the Code or similar violation of any applicable Similar Laws.

Representation

Accordingly, by acceptance of the notes, each purchaser and subsequent transferee of the notes will be deemed to have represented and warranted that either
(i) no portion of the assets used by such purchaser or transferee to acquire and hold the notes constitutes assets of any Plan or (ii) the purchase, holding and
conversion of the notes by such purchaser or transferee will not constitute a non-exempt prohibited transaction under Section 406 of ERISA or Section 4975 of the
Code or similar violation under any applicable Similar Laws.

The foregoing discussion is general in nature and is not intended to be all-inclusive. Due to the complexity of these rules and the penalties that may be imposed
upon persons involved in non-exempt prohibited transactions, it is particularly important that fiduciaries, or other persons considering purchasing the notes on behalf
of, or with the assets of, any Plan, consult with their counsel regarding the potential applicability of ERISA, Section 4975 of the Code and any Similar Laws to such
investment and whether an exemption would be applicable to the purchase, holding and conversion of the notes.

SELLING SECURITYHOLDERS

The notes, and any shares of our common stock issued upon conversion of the notes, are being offered by the selling securityholders listed in the table below or
referred to in a prospectus supplement. The common stock which may be issued directly by us upon conversion of notes which are purchased in a sale contemplated
by this prospectus is not being offered by the selling securityholders. Only those shares of common stock issued upon conversion of the notes may be offered by the
selling securityholders. We issued and sold the notes in a private placement to the initial purchasers, and the notes were simultaneously sold by the initial purchasers
to the selling securityholders in transactions exempt from registration under the Securities Act.

No offer or sale under this prospectus may be made by a holder of the securities unless that holder is listed in the table in this prospectus or until that holder has
notified us and a supplement to this prospectus has
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been filed or an amendment to the related registration statement has become effective. We will supplement or amend this prospectus to include additional selling
securityholders upon request and upon provision of all required information to us.

The selling securityholders may offer and sell, from time to time, any or all of the notes or common stock issued upon conversion of those notes.

The following table, which we have prepared based on information provided to us by the applicable selling securityholder, sets forth the name, principal amount
of notes, and number of shares of common stock beneficially owned by the selling securityholders intending to sell the notes or common stock and the principal
amount of notes or shares of common stock to be offered. Unless set forth below, none of the selling securityholders selling in connection with the prospectus or
prospectus supplement has held any position or office with, been employed by, or otherwise has had a material relationship with us or any of our affiliates during the
three years prior to the date of the prospectus or prospectus supplement.

Principal Amount

of Notes Common
Beneficially Percentage Common Stock Stock that Percentage of
Owned that of Notes Owned Prior to May be Sold Common Stock
Name May be Sold Outstanding Conversion Hereby(1) Outstanding(2)
AG Domestic Convertibles, L.P. $ 4,200,000 2.40% 0 210,000 &
AG Offshore Convertibles, Ltd $ 7,800,000 4.46% 0 390,000 *
Akanthos Arbitrage Master Fund, L.P. $ 5,000,000 2.86% 0 250,000 5
Amaranth L.L.C. $40,480,000 23.13% 1,900 2,024,000 2.97%
Aristeia International Limited $ 9,315,000 5.32% 0 465,750 &
Aristeia Trading LLC $ 2,185,000 1.25% 0 109,250 *
Arkansas Teachers Retirement $ 3,515,000 2.01% 0 175,750 &
Attorneys Title Insurance Fund $ 100,000 * 0 5,000 *
Baptist Health of South Florida $ 503,000 & 0 25,150 &
Barclays Global Investors Diversified

Alpha Plus Funds $ 39,000 * 0 1,950 *
BNP Paribas Equity Strategies, SNC $ 1,194,000 * 9,767 59,700
BP Amoco PLC Master Trust $ 379,000 * 0 18,950
Chrysler Corporation Master Retirement

Trust $ 1,385,000 & 0 69,250
CNH CA Master Account, L.P. $ 2,250,000 1.29% 0 112,500 *
CooperNeff Convertible Strategies

(Cayman) Master Fund, L.P. $ 1,257,000 & 0 62,850 &
Credit Suisse First Boston LLC $ 1,500,000 * 0 75,000 *
DBAG LONDON $ 4,000,000 2.29% 0 200,000 g
DeepRock & Co. $ 1,000,000 * 0 50,000 *
Engineers Joint Pension $ 335,000 * 0 16,750 *
Forest Fulcrum Fund LP $ 94,000 * 0 4,700 *
Forest Global Convertible Fund, Ltd.,

Class A5 $ 2,470,000 1.41% 0 123,500 &
Forest Multi-Strategy Master Fund SPC $ 57,000 * 0 2,850 *
GLG Market Neutral Fund $ 7,000,000 4.00% 0 350,000 g
GLG Global Convertible Fund $ 1,875,000 1.07% 0 93,750 *
GLG Global Convertible UCITS Fund $ 625,000 e 0 31,250 g
Grace Convertible Arbitrage Fund, Ltd. $ 3,000,000 1.71% 0 150,000 *
Guggenheim Portfolio Co. XV, LLC $ 500,000 & 0 25,000 &
High Bridge International $ 5,500,000 3.14% 0 275,000 *
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Principal Amount

of Notes Common
Beneficially Percentage Common Stock Stock that Percentage of
Owned that of Notes Owned Prior to May be Sold Common Stock
Name May be Sold Outstanding Conversion Hereby(1) Outstanding(2)
Hotel Union & Hotel Industry of Hawaii
Pension Plan $ 136,000 & 0 6,800 &
Jefferies & Company Inc. $ 3,000 * 0 150 *
KBC Financial Products USA Inc. $ 1,000,000 & 0 50,000 i
KD Convertible Arbitrage Fund L.P. $ 3,250,000 1.86% 0 162,500 *
LDG Limited $ 198,000 & 0 9,900 3
Lehman Brothers Inc. $ 1,000,000 * 0 50,000 *
Lexington Vantage Fund 47,000 o 0 2,350 i
Lighthouse Multi-Strategy Master Fund LP $ 200,000 * 0 10,000 *
LLT Limited $ 36,000 & 0 1,800 &
Lydian Global Opportunities Master Fund
Ltd. $ 3,500,000 2.00% 0 175,000 *
Lyxor/Convertible Arbitrage Fund Limited $ 81,000 & 0 4,050 &
Lyxor/ Forest Fund Ltd. $ 1,201,000 * 0 60,050 *
Lyxor/Quest Fund Ltd. $ 200,000 i) 0 10,000 <
Microsoft Corporation $ 1,035,000 * 0 51,750 *
Morgan Stanley & Co., Incorporated $12,712,000 7.26% 8,768 635,600 ©
Motion Picture Industry Health Plan —
Active Member Fund $ 145,000 * 0 7,250 *
Motion Picture Industry Health Plan —
Retiree Member Fund $ 90,000 0 4,500
New York Life Insurance Company (Pre 82) $ 1,255,000 0 62,750
New York Life Insurance Company (Post
82) $ 2,745,000 1.57% 0 137,250
Newport Alternative Income Fund 95,000 * 0 4,750
Nicholas Applegate Capital Management
Convertible Fund $ 530,000 0 26,500
OCM Convertible Trust $ 1,540,000 0 77,000
O’Connor Global Convertible Arbitrage
Master Limited $ 1,000,000 0 50,000 &
Partner Reinsurance Company Ltd. $ 455,000 0 22,750 *
Peoples Benefit Life Insurance Company
Teamsters $ 1,000,000 £ 0 50,000 &
Plexus Fund Limited $ 8,000,000 4.57% 0 400,000 *
Quest Global Convertible Master Fund Ltd. $ 1,600,000 3 0 80,000 e
Qwest Occupational Health Trust $ 180,000 * 0 9,000 *
RAM Trading Inc. $ 2,000,000 1.14% 0 100,000 &
Ramius Capital Group $ 500,000 * 0 25,000 *
Ramius Master Fund, Ltd. $ 4,225,000 2.41% 0 211,250 &
Ramius Partners II, LP $ 200,000 * 0 10,000 *
Ramius, LP $ 100,000 & 0 5,000 &
RBC Alternative Assets, L.P. $ 200,000 * 8,700 10,000 *
RCG Baldwin, LP $ 400,000 i 0 20,000 e
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Principal Amount

of Notes Common
Beneficially Percentage Common Stock Stock that Percentage of
Owned that of Notes Owned Prior to May be Sold Common Stock
Name May be Sold Outstanding Conversion Hereby(1) Outstanding(2)
RCG Halifax Master Fund, Ltd. $ 250,000 & 0 12,500 &
RCG Latitude Master Fund, Ltd. $ 4,225,000 2.41% 0 211,250 *
RCG Multi Strategy Master Fund, Ltd. $ 1,050,000 & 0 52,500 &
Relay 11 Holdings Co. $ 19,000 * 0 950 *
Sage Capital $ 3,800,000 2.17% 0 190,000 &
San Diego City Retirement $ 715,000 * 0 35,750 *
San Diego County Convertible $ 1,550,000 R 0 77,500 &
Silvercreek II Limited 290,000 * 0 14,500 *
Silvercreek Limited Partnership 615,000 & 0 30,750 &
Singlehedge US Convertible Arbitrage
Fund $ 297,000 * 0 14,850 *
Southern Farm Bureau Life Insurance $ 770,000 & 0 38,500 &
Sphinx Fund $ 127,000 * 0 6,350 *
SPhinX Convertible Arb Fund SPC $ 144,000 & 0 7,200 &
Sphinx Convertible Arbitrage SPC $ 9,000 * 0 450 *
SSI Blended Market Neutral L.P. $ 260,000 S 0 13,000 &
SSI Hedged Convertible Market Neutral $ 286,000 * 0 14,300 *
St. Albans Partners Ltd. $ 1,000,000 & 0 50,000 &
State Employees’ Retirement Fund of the
State of Delaware $ 605,000 * 0 30,250 *
Sturgeon Limited $ 171,000 * 0 8,550 *
Sunrise Partners Limited Partnership $ 4,520,000 2.58% 0 226,000 *
TQA Master Fund, Ltd. $ 2,052,900 1.17% 0 102,645 &
TQA Master Plus Fund, Ltd. $ 3,469,100 1.98% 0 173,455 *
Vanguard Convertible Securities
Fund, Inc. $ 3,815,000 2.18% 0 190,750 &
Viacom Inc. Pension Plan Master Trust $ 12,000 * 0 600 *
Wachovia Capital Markets LL.C $ 2,000,000 1.14% 0 100,000 &
Wake Forest University $ 480,000 * 0 24,000 *
Wyoming State Treasurer $ 815,000 - 0 40,750 o
Xavex Convertible Arbitrage 4 Fund $ 15,000 * 0 750 *
Xavex Convertible Arbitrage 5 $ 800,000 = 0 40,000 &
Xavex Convertible Arbitrage 7 Fund $ 381,000 * 0 19,050 *
Yield Strategies Fund I, L.P. $ 1,000,000 & 0 50,000 &
Yield Strategies Fund II, L.P. $ 1,000,000 * 0 50,000 *
Zurich Institutional Benchmarks Master
Fund Ltd. $ 830,000 o 0 41,500 e
Total(3) $175,000,000 100% — 8,750,000 11.67%

* Less than 1.00%.

(1) Assumes conversion of all of the holder’s notes at a conversion price of 50 shares of our common stock per $1,000 principal amount at maturity of the notes.
This conversion price, however, will be subject to adjustment as described under “Description of the Notes — Conversion Rights.” As a result, the number of
shares of our common stock issuable upon conversion of the notes may increase or decrease in the future.

(2) Calculated based on 66,197,388 shares of common stock outstanding as of April 29, 2004. In calculating this amount for each holder, we treated as outstanding
the number of shares of common stock issuable upon conversion of all of that holder’s notes but we did not assume conversion of any other holder’s notes.
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(3) The sum of the listed principal amount of notes beneficially owned by selling securityholders is actually more than $175,000,000 because certain of the selling
securityholders may have transferred notes pursuant to Rule 144A or otherwise reduced their position prior to selling pursuant to this prospectus, and as a result
we have received beneficial ownership information from additional selling securityholders. The maximum principal amount of notes that may be sold under this
prospectus will not exceed $175,000,000. In addition, the shares of our common stock that may be issuable upon conversion of the notes will not exceed
8,750,000 shares.

We prepared this table based on the information supplied to us by the selling securityholders named in the table, and we have not sought to verify such
information. Information about other selling securityholders will be set forth in one or more post-effective amendments, if required. This table assumes that any other
holders of notes, or any future transferees, pledges, donees, or successors of or from any such other holders of notes, do not beneficially own any common stock
other than the common stock issuable upon conversion of the notes at the initial conversion rate.

‘We do not believe we have had in the past three years any material relationships with the selling securityholders listed in the above table and such selling
securityholders have not advised us of any such material relationships. However, in the ordinary course of business, Credit Suisse First Boston LLC, Deutsche Bank,
an affiliate of DBAG LONDON, BNP Paribas, an affiliate of BNP Paribas Equity Strategies, SNC, and Morgan Stanley & Co., Incorporated, and each of their
respective affiliates, have performed in the past three years banking, investment banking, custodial, advisory and other financial services for us or our subsidiaries
from time to time for which they have received customary fees and expenses. In particular, an affiliate of Credit Suisse First Boston LLC is a lender under our bank
credit agreements. Credit Suisse First Boston LLC, Deutsche Bank and Morgan Stanley & Co., Incorporated, and each of their respective affiliates may, from time to
time, engage in transactions with and perform services for us in the future.

The selling securityholders listed in the above table may have sold or transferred, in transactions exempt from the registration requirements of the Securities Act,
some or all of the notes or shares of our common stock since the date on which the information in the above table was provided to us. Information about the selling
securityholders may change over time.

Because the selling securityholders may offer all or some of their notes or the shares of our common stock issuable upon conversion of the notes from time to
time, we cannot estimate the amount of the notes or number of shares of our common stock that will be held by the selling securityholders upon the termination of
any particular offering by such selling securityholder. Please refer to “Plan of Distribution.”

PLAN OF DISTRIBUTION

The notes and the common stock are being registered to permit public secondary trading of these securities by the holders thereof from time to time after the date
of this prospectus. We have agreed, among other things, to bear all expenses (other than any underwriting discounts and selling commissions) in connection with the
registration and sale of the notes and the common stock covered by this prospectus.

We will not receive any of the proceeds from the offering of notes or the common stock by the selling securityholders. We have been advised by the selling
securityholders that the selling securityholders may sell all or a portion of the notes and common stock beneficially owned by them and offered hereby from time to
time on any exchange on which the securities are listed on terms to be determined at the times of such sales. The selling securityholders may also make private sales
directly or through a broker or brokers. Alternatively, any of the selling securityholders may from time to time offer the notes or the common stock beneficially
owned by them through underwriters, dealers or agents, who may receive compensation in the form of underwriting discounts, commissions or concessions from the
selling securityholders and the purchasers of the notes and the common stock for whom they may act as agent. The aggregate proceeds to the selling securityholders
from the sale of the notes or common stock offering by them hereby will be the purchase price of such notes or common stock less discounts and commissions, if
any.
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The notes and common stock may be sold from time to time in one or more transactions at fixed offering prices, which may be changed, or at varying prices
determined at the time of sale or at negotiated prices. These prices will be determined by the holders of such securities or by agreement between these holders and
underwriters or dealers who may receive fees or commissions in connection therewith.

These transactions may include block transactions or crosses. Crosses are transactions in which the same broker acts as an agent on both sides of the trade.

In connection with sales of the notes or our common stock or otherwise, the selling securityholder may enter into hedging transactions with broker-dealers or
others, which may in turn engage in short sales of the notes or our common stock in the course of hedging the positions they assume. The selling securityholder may
also sell notes or our common stock short and deliver notes or our common stock to close out short positions, or loan or pledge notes or our common stock to broker-
dealers or others that in turn may sell such securities. The selling securityholder may pledge or grant a security interest in some or all of the notes or our common
stock issued upon conversion of the notes owned by it and if it defaults in the performance of its secured obligations, the pledgees or secured parties may offer and
sell the notes or our common stock from time to time pursuant to this prospectus. The selling securityholder also may transfer and donate notes or shares of our
common stock issuable upon conversion of the notes in other circumstances in which case the transferees, donees, pledgees or other successors in interest will be the
selling securityholder for purposes of the prospectus. The selling securityholder may sell short our common stock and may deliver this prospectus in connection with
such short sales and use the shares of our common stock covered by the prospectus to cover such short sales. In addition, any notes or shares of our common stock
covered by this prospectus that qualify for sale pursuant to Rule 144, Rule 144A or any other available exemption from registration under the Securities Act may be
sold under Rule 144, Rule 144A or such other available exemption.

At the time a particular offering of notes or shares of our common stock issuable upon conversion of the notes is made, a prospectus supplement, if required, will
be distributed which will set forth the aggregate amount of notes or number of shares of our common stock being offered and the terms of the offering, including the
name or names of any underwriters, dealers, brokers or agents, if any, and any discounts, commissions or concessions allowed or reallowed to be paid to brokers or
dealers.

Although the notes are eligible for trading in the PORTAL market, we do not intend to apply for listing of the notes on any securities exchange or for inclusion
of the notes in any automated quotation system. Accordingly, no assurance can be given as to the development of liquidity or any trading market for the notes. See
“Risk Factors — Risks Relating to the Notes.” Our outstanding common stock is listed for trading on the New York Stock Exchange.

The notes were issued and sold on June 10, 2003 in transactions exempt from the registration requirements of the Securities Act to persons reasonably believed
by the initial purchasers to be “qualified institutional buyers” (as defined in Rule 144A under the Securities Act). We have agreed to indemnify the initial purchasers
and each selling securityholder, and each selling securityholder has agreed to indemnify us, the initial purchasers and each other selling securityholder against certain
liabilities arising under the Securities Act.

Selling securityholders and any underwriters, dealers, brokers or agents who participate in the distribution of the notes or our common stock may be deemed to
be “underwriters” within the meaning of the Securities Act and any profits on the sale of the notes and our common stock by them and any discounts, commissioners
or concessions received by any such underwriters, dealers, brokers or agents may be deemed to be underwriting discounts and commissions under the Securities Act.

The selling securityholders and any other person participating in such distribution will be subject to applicable provisions of the Exchange Act and the rules and
regulations thereunder, including, without limitation, Regulation M which may limit the timing of purchases and sales of the notes and our common stock by the
selling securityholders and any other such person. Furthermore, Regulation M under the Exchange Act may restrict the ability of any person engaged in a distribution
of the notes and our common stock being distributed for a period of up to five business days prior to the commencement of such distribution.
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All of the foregoing may affect the marketability of the notes and our common stock and the ability of any person or entity to engage in market-making activities
with respect to the notes and our common stock.

We will use our reasonable efforts to keep the registration statement of which this prospectus is a part effective until the earliest of (i) the sale pursuant to
Rule 144 under the Securities Act or a shelf registration statement of all the notes and the shares of common stock issuable upon conversion of the notes and (ii) the
expiration of the holding period applicable to such securities held by our nonaffiliates under Rule 144(k) under the Securities Act, or any successor provision, subject
to certain permitted exceptions. See “Description of Notes — Registration Rights.”

LEGAL MATTERS

The validity of the notes and the validity of the common stock issuable upon conversion of the notes have been passed upon for Continental Airlines, Inc. by
Vinson & Elkins L.L.P., Houston, Texas.

EXPERTS

The consolidated financial statements (including the financial statement schedule) of Continental Airlines, Inc. appearing in its Annual Report (Form 10-K) for
the year ended December 31, 2003 have been audited by Ernst & Young LLP, independent auditors, as set forth in their reports thereon included therein and
incorporated herein by reference. Such consolidated financial statements (including the financial statement schedule) are, and audited consolidated financial
statements to be included in subsequently filed documents will be, incorporated herein by reference in reliance upon such reports of Ernst & Young LLP pertaining to
such consolidated financial statements (to the extent covered by consents filed with the SEC) given on the authority of such firm as experts in accounting and
auditing.
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