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2003-1 PASS THROUGH TRUSTS
PASS THROUGH CERTIFICATES, SERIES 2003-1
American Airlines, Inc. is issuing, through three separate trusts, Class G,
Class C, and Class D Pass Through Certificates, Series 2003-1. Only the Class G
Certificates are being offered pursuant to this Prospectus Supplement. The Class
C and Class D Certificates will be purchased by affiliates of American
concurrently with the issuance of the Class G Certificates. The Class C and
Class D Certificates are not being offered pursuant to this Prospectus
Supplement.

The proceeds from the sale of Certificates will be used by the trusts to
acquire equipment notes to be issued by American on a full recourse basis.
Payments on the equipment notes held in each trust will be passed through to the
holders of Certificates of such trust. The Certificates represent interests in
the assets of the trusts and do not represent interests in or obligations of
American or any of its affiliates. The Certificates will not be listed on any
national securities exchange.

The equipment notes will be issued for each of seven Boeing aircraft
delivered to American from January 1995 to March 2002. The equipment notes
issued for each aircraft will be secured by a security interest in such
aircraft. Interest on the equipment notes will be payable semiannually on each
January 9 and July 9, beginning January 9, 2004. Principal payments on the
equipment notes held for the Certificates will be scheduled for payment on
January 9 and July 9 in certain years, beginning on January 9, 2004.

The Class G Certificates will rank senior in right to distributions to the
other Certificates. The Class C Certificates will rank junior in right to
distributions to the Class G Certificates and will rank senior in right to
distributions to the Class D Certificates. The Class D Certificates will rank
junior in right to distributions to the other Certificates.

There will be a liquidity facility for the Class G Certificates in an amount
sufficient to make three semiannual interest distributions on the Class G
Certificates. Initially, there will be no liquidity facility for the Class C and
Class D Certificates.

Ambac Assurance Corporation will issue a certificate guaranty insurance
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policy to support the distribution of interest on the Class G Certificates when
scheduled and the distribution of the outstanding pool balance on the Class G
Certificates on the Final Legal Distribution Date for such Certificates and
under certain other circumstances as described herein.

(AMBAC LOGO)

INVESTING IN THE CERTIFICATES INVOLVES RISKS. SEE "RISK FACTORS" BEGINNING
ON PAGE S-18.

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

PASS THROUGH FACE INTEREST FINAL EXPECTED PRICE TO
CERTIFICATES AMOUNT RATE DISTRIBUTION DATE PUBLIC (1)
Class G $254,863,000 % July 9, 2010 100%

(1) Plus accrued interest, if any, from the date of issuance.

The underwriters will purchase all of the Class G Certificates if any are
purchased. The aggregate proceeds from the sale of the Class G Certificates will
be $254,863,000. American will pay the underwriters a commission of $
Delivery of the Class G Certificates in book-entry form will be made on or about
July , 2003 against payment in immediately available funds.

SOLE BOOK-RUNNER

CITIGROUP JPMORGAN

MERRILL LYNCH & CO.
MORGAN STANLEY
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PRESENTATION OF INFORMATION

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

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

At varying places in this Prospectus Supplement, we refer you to other
sections for additional information by indicating the caption heading of such
other sections. The page on which each principal caption included in this
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Prospectus Supplement can be found is listed in the Table of Contents above.

This Prospectus Supplement and the documents incorporated by reference
contain various "forward-looking statements" within the meaning of Section 27A
of the Securities Act of 1933, as amended (the "Securities Act"), and Section
21E of the Securities Exchange Act of 1934, as amended (the "Exchange Act"),
which represent our expectations or beliefs concerning future events. When used
in this Prospectus Supplement and in documents incorporated herein by reference,
the words "believes," "expects," "plans," "anticipates," and similar expressions
are intended to identify forward-looking statements. Forward —-looking statements
include, without limitation, our expectations concerning operations and
financial conditions, including changes in capacity, revenues, and costs,
expectations as to future financing needs, overall economic conditions and plans
and objectives for future operations, the impact on us of the events of
September 11, 2001 and of our results of operations for the past two years and
the sufficiency of our financial resources to absorb that impact. Other
forward-looking statements include statements which do not relate solely to
historical facts, such as, without limitation, statements which discuss the
possible future effects of current known trends or uncertainties, or which
indicate that the future effects of known trends or uncertainties cannot be
predicted, guaranteed, or assured. All forward-looking statements in this
Prospectus Supplement and the documents incorporated by reference are based upon
information available to us on the date of this Prospectus Supplement or such
document. We undertake no obligation to publicly update or revise any
forward-looking statement, whether as a result of new information, future
events, or otherwise. Forward-looking statements are subject to a number of
factors that could cause actual results to differ materially from our
expectations. The following factors, in addition to other possible factors not
listed, could cause our actual results to differ materially from those expressed
in forward-looking statements: the uncertain financial and business environment
we face, the struggling economy, high fuel prices and the availability of fuel,
the effects of the war in Iraqg, conflicts in the Middle East, the SARS outbreak,
historically low fare levels, the competitive environment, uncertainties with
respect to our international operations, changes in our business strategy,
actions by U.S. or foreign government agencies, the possible occurrence of
additional terrorist attacks, and the availability of future financing.
Additional information concerning these and other factors is contained in our
Securities and Exchange Commission filings, including but not limited to our
Quarterly Report on Form 10-Q for the quarter ended March 31, 2003 and our
Annual Report on Form 10-K for the year ended December 31, 2002.

YOU SHOULD RELY ONLY ON THE INFORMATION CONTAINED IN THIS PROSPECTUS
SUPPLEMENT AND THE ACCOMPANYING PROSPECTUS AND THE DOCUMENTS INCORPORATED BY
REFERENCE IN THIS PROSPECTUS SUPPLEMENT AND THE PROSPECTUS OR TO WHICH WE HAVE
REFERRED YOU. WE HAVE NOT AUTHORIZED ANYONE TO PROVIDE YOU WITH INFORMATION THAT
IS DIFFERENT. IF ANYONE PROVIDES YOU WITH DIFFERENT OR INCONSISTENT INFORMATION,
YOU SHOULD NOT RELY ON IT. THIS DOCUMENT MAY BE USED ONLY WHERE IT IS LEGAL TO
SELL THESE SECURITIES. YOU SHOULD NOT ASSUME THAT THE INFORMATION IN THIS
PROSPECTUS SUPPLEMENT AND THE ACCOMPANYING PROSPECTUS IS ACCURATE AS OF ANY DATE
OTHER THAN THE DATE OF THIS PROSPECTUS SUPPLEMENT. ALSO, YOU SHOULD NOT ASSUME
THAT THERE HAS BEEN NO CHANGE IN THE AFFAIRS OF AMERICAN, THE LIQUIDITY
PROVIDER, OR THE POLICY PROVIDER SINCE THE DATE OF THIS PROSPECTUS SUPPLEMENT.

PROSPECTUS SUPPLEMENT SUMMARY

This summary highlights selected information from this Prospectus
Supplement and may not contain all of the information that is important to you.
For more complete information about the Certificates and American Airlines,
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Inc., you should read this entire Prospectus Supplement and the accompanying
Prospectus, as well as the materials filed with the Securities and Exchange
Commission (the "Commission") that are considered to be a part of this
Prospectus Supplement and the accompanying Prospectus. See "Where You Can Find
More Information" in the Prospectus. Unless otherwise indicated, "we," "us,"
"our," and similar terms, as well as references to "American" or the "Company,"
refer to American Airlines, Inc. The term "you" refers to prospective investors
in the Class G Certificates.

SUMMARY OF TERMS OF CERTIFICATES

CLASS G CLASS C
CERTIFICATES CERTIFICATES (1)
Aggregate face amount $254,863,000 $95,573,000
Ratings:
Moody's Aaa NA
Standard & Poor's AAA NA
Initial loan to Aircraft value
(cumulative) (2) 47.4% 65.1%
Expected maximum loan to
Aircraft value (cumulative) .. 47.4% 65.1%
Expected principal
distribution window (in
years) 0.5-7.0 0.5-7.0
Initial average life (in years) 5.1 5.1
Regular Distribution Dates January 9 and July 9 January 9 and July 9
Final expected Regular
Distribution Date July 9, 2010 July 9, 2010
Final Legal Distribution Date.. January 9, 2012 July 9, 2010
Minimum denomination $1,000 $100,000
Section 1110 protection Yes Yes
Liquidity Facility coverage 3 semiannual interest
payments None (3)
Policy Coverage (4) Yes None
(1) The Class C and Class D Certificates will be purchased by affiliates of

American concurrently with the issuance of the Class G Certificates. We
are not offering the Class C or Class D Certificates pursuant to this
Prospectus Supplement. The Series C and Series D Equipment Notes may be
refunded and new class C and class D pass through certificates issued
with terms differing from those of the Class C Certificates and Class D
Certificates on the Issuance Date, subject to limitations described in
"Description of the Certificates —-- Possible Refunding of Series C
Equipment Notes and Series D Equipment Notes."

(2) The initial aggregate Assumed Aircraft Value of the Aircraft is
$538,023,333. See "Loan To Aircraft Value Ratios" in this Prospectus
Supplement Summary for the method we used in calculating the aggregate
Assumed Aircraft Value and the initial loan to Aircraft value ratios.

(3) New class C pass through certificates issued pursuant to a refunding of
the Series C Equipment Notes may have the benefit of a liquidity
facility.
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(4) The Policy will support the distribution of interest on the Class G
Certificates when scheduled (after taking into account the prior use of
any available funds under the Liquidity Facility and the Cash
Collateral Account) and the distribution of the outstanding balance of
the Class G Certificates on its Final Legal Distribution Date and in
certain other circumstances described herein.

EQUIPMENT NOTES AND THE AIRCRAFT

The Trusts will hold Equipment Notes issued for each of three Boeing
737-823 aircraft, one Boeing 767-300ER aircraft, and three Boeing 777-223ER
aircraft. All of the Aircraft have been delivered and are being operated by
American. See "Description of the Aircraft and the Appraisals" for a description
of the Aircraft. Set forth below is information about the Equipment Notes to be
held in the Trusts and the Aircraft.

PRINCIPAL
AMOUNT OF
REGISTRATION MONTH EQUIPMENT
ATRCRAFT TYPE NUMBER DELIVERED NOTES
Boeing 737-823 N961AN April 2001 $30,396,891
Boeing 737-823 N963AN May 2001 30,396,891
Boeing 737-823 N967AN July 2001 31,019,440
Boeing 767-300ER N388AA January 1995 30,574,285
Boeing 777-223ER N784AN March 2000 75,957,305
Boeing 777-223ER N760AN January 2002 91,974,595
Boeing 777-223ER N761AJ March 2002 91,974,595
(1) The appraised base value of each Aircraft set forth above is the lesser
of the average and median appraised base values of such Aircraft, as
appraised by three independent appraisal and consulting firms. Such
appraisals are based upon varying assumptions (which may not reflect
current market conditions) and methodologies. An appraisal is only an
estimate of value and should not be relied upon as a measure of
realizable value. American believes that the current market values of
the Aircraft at this time are lower than the base values reflected in
the appraisals. See "Risk Factors —-- Risk Factors Relating to the
Certificates and the Offering —-- Appraisals and Realizable Value of
Aircraft."
S-3
LOAN TO AIRCRAFT VALUE RATIOS
The following table sets forth loan to Aircraft value ratios ("LTVs")
for each Class of Certificates as of the date of original issuance of the Class
G Certificates (the "Issuance Date") and each Regular Distribution Date

thereafter. The table should not be considered a forecast or prediction of
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expected or likely LTVs but simply a mathematical calculation based upon one set
of assumptions. See "Risk Factors —-—- Risk Factors Relating to the Certificates
and the Offering -- Appraisals and Realizable Value of Aircraft."

The following table was compiled on an aggregate basis. However, the
Equipment Notes issued under an Indenture are entitled only to certain specified
cross—-collateralization provisions as described under "Description of the
Equipment Notes —-- Security." The relevant LTVs in a default situation for the
Equipment Notes issued under a particular Indenture would depend on various
factors, including the extent to which the debtor or trustee in bankruptcy
agrees to perform American's obligations under the Indentures. Therefore, the
following aggregate LTVs are presented for illustrative purposes only and should
not be interpreted as indicating the degree of cross-collateralization available
to the holders of the Certificates.

Aggregate Outstanding Pool Balance (2)

Assumed

Aircraft Class G Class C Class D Class
Date Value (1) Certificates Certificates Certificates Certifica
Issuance Date $ 538,023,333 $ 254,863,000 $ 95,573,000 $ 31,858,000 47.4%
January 9, 2004 529,286,169 248,988,918 93,370,234 31,123,737 47.0
July 9, 2004 520,549,005 234,609,853 87,978,120 29,326,347 45.1
January 9, 2005 511,811,840 227,888,182 85,457,509 28,486,135 44.5
July 9, 2005 503,074,676 207,330,524 77,748,438 25,916,417 41.2
January 9, 2006 494,337,511 201,945,214 75,728,960 25,243,251 40.9
July 9, 2006 485,600,347 187,342,092 70,252,825 23,417,853 38.6
January 9, 2007 476,863,183 181,201,749 67,950,212 22,650,307 38.0
July 9, 2007 468,126,018 163,114,209 61,167,429 20,389,356 34.8
January 9, 2008 459,388,854 157,758,237 59,158,952 19,719,857 34.3
July 9, 2008 450,651,689 143,127,180 53,672,341 17,890,968 31.8
January 9, 2009 441,914,525 138,018,215 51,756,492 17,252,345 31.2
July 9, 2009 433,177,361 123,990,425 46,496,105 15,498,864 28.6
January 9, 2010 424,440,196 119,128,467 44,672,883 14,891,117 28.1
July 9, 2010 415,703,032 - - - NA
(1) In calculating the aggregate Assumed Aircraft Value, we have assumed

that the initial appraised base value of each Aircraft, determined as
described under "-- Equipment Notes and the Aircraft," declines

annually on the Regular Distribution Date closest to the anniversary of
its delivery by the manufacturer by approximately 3% of the appraised
base value at delivery. The appraised base value at delivery of an
Aircraft is the theoretical value that when depreciated at 3% per year
from the initial delivery of such Aircraft by the manufacturer, results
in the initial appraised base value of such Aircraft specified under
"-— Equipment Notes and the Aircraft." Other rates or methods of
depreciation would result in materially different LTVs. We cannot
assure you that the depreciation rate and method assumed for purposes
of the table are the ones most likely to occur or predict the actual
future value of any Aircraft. See "Risk Factors —-- Risk Factors
Relating to the Certificates and the Offering -- Appraisals and
Realizable Value of Aircraft."

(2) The Pool Balance for each Class of Certificates indicates, as of any
date, the portion of the original face amount of such Class of
Certificates that has not been distributed to Certificateholders.



Edgar Filing: AMERICAN AIRLINES INC - Form 424B3

We obtained the LTVs for each Class of Certificates for each Regular
Distribution Date by dividing (i) the expected outstanding pool balance
of such Class together with the expected outstanding pool balance of
all other Classes ranking equal or senior in right to distributions to
such Class after giving effect to the distributions expected to be made
on such date, by (ii) the assumed value of all of the Aircraft on such
date based on the assumptions described above.

CASH FLOW STRUCTURE

This diagram illustrates the structure for the offering of the Certificates and
certain cash flows.

(FLOW CHART)

American will issue Series G, Series C, and Series D Equipment Notes in
respect of each Aircraft. Each Aircraft will be subject to a separate
Indenture. The only cross-default provision in the Indentures is an
event of default under each Indenture which occurs if all amounts owing
under any Equipment Note are not paid in full on the Final Payment

A Liquidity Facility will be available with respect to the Class G
Certificates for up to three semiannual interest distributions on the
Class G Certificates. Initially, there will be no liquidity facility
available with respect to the Class C and Class D Certificates.

The Policy covers distribution of interest on the Class G Certificates
when scheduled and the distribution of the outstanding Pool Balance of
the Class G Certificates on the Final Legal Distribution Date for such
Certificates and under certain other circumstances described herein.

See "Description of the Policy and the Policy Provider Agreement." The
Policy does not cover any amounts payable in respect of the Class C or

We are not offering the Class C or Class D Certificates pursuant to

THE OFFERING

(1)
Date.
(2)
(3)
Class D Certificates.
(4)
this Prospectus Supplement.
Trusts

................................ The Class G Trust, the Class C Trust,

and the Class T

Certificates Offered ............

Class C and Class D Certificates

formed pursuant to a separate trust supplement to a b
agreement between American and U.S. Bank Trust Nation
successor to State Street Bank and Trust Company of C
Association), as trustee under each trust.

Class G Certificates

We are not offering the Class C or Class D Certificat
Prospectus Supplement. The Class C and Class D Certif

10
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Use o0of Proceeds ... iiiinnennnnennnn

Subordination Agent, Trustee and
Loan Trustee ... ..ttt

Policy Provider for the Class G

Certificates ...ttt

Initial Liquidity Provider for the
Class G Certificates ........ciiii..

Trust Property ...ttt nnn

Regular Distribution Dates .............
Record Dates .. .iiiiiiii it

Distributions ..........iiii i,

purchased by newly formed Delaware statutory trusts c
issuance of the Class G Certificates. The Delaware st
wholly owned by one or more affiliates of American.

Each Class of Certificates will represent fractional
the related Trust.

The proceeds from the sale of the Certificates of eac
acquire the Equipment Notes to be held by such Trust.
Notes will be full recourse obligations of American.

Equipment Notes under seven separate Indentures, each
Aircraft. The proceeds from issuance of the Equipment
Indenture will be used by American for general corpor

U.S. Bank Trust National Association.

Ambac Assurance Corporation. There will be no Policy
respect to the Class C and Class D Certificates.

Initially, Citibank, N.A., although American and Citi
replace Citibank, N.A. as the Liquidity Provider as s
Initially, there will be no liquidity facility availa
Class C and Class D Certificates.

The property of each Trust will include:

o Equipment Notes acquired by such Trust.
o For the Class G Trust, all monies receivable un
o All rights of such Trust under the Intercreditc

below (including all monies receivable pursuant

o For the Class G Trust, all monies receivable un
Facility.
o Funds from time to time deposited with the Trus

relating to such Trust.

January 9 and July 9, commencing on January 9, 2004.
The fifteenth day preceding the related Distribution

The Trustee will distribute all payments of principal
any), and interest received on the Equipment Notes he
holders of the Certificates of such Trust, subject to
provisions applicable to the Certificates.

Subject to the subordination provisions applicable tc
scheduled payments of principal and interest made on
will be distributed on the applicable Regular Distrib
of principal, Make-Whole Amount (if any), and interes

11
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Intercreditor Agreement

Subordination ..........

Control of Loan Trustee

Notes resulting from any early redemption of such Equ
distributed on a Special Distribution Date after not
notice to Certificateholders.

The Trusts, the Liquidity Provider, the Policy Provid
Subordination Agent will enter into the Intercreditor
Intercreditor Agreement states how payments made on t
Liquidity Facility, and the Policy will be distribute
Liquidity Provider, and the Policy Provider. The Inte
also sets forth agreements among the Trusts, the Liqu
Policy Provider relating to who will control the exer
the Equipment Notes and the Indentures.

Under the Intercreditor Agreement, distributions on t
generally will be made in the following order:

o First, to the holders of the Class G Certificat
o Second, to the holders of the Class C Certifica
o Third, to the holders of the Class D Certificat

Certain payments to the Liquidity Provider and to the
be made prior to distributions on the Certificates as
"Description of the Intercreditor Agreement -- Priori

If American 1is in bankruptcy or other specified defau
American is continuing to meet certain of its payment
subordination provisions applicable to the Certificat
to be made in certain situations on junior Certificat
distributions in full on the more senior Certificates

Subject to certain conditions, the Controlling Party
Trustee under each Indenture in taking action under s
(including in exercising remedies, such as accelerati
or foreclosing the lien on the Aircraft securing such

Subject to the following two paragraphs, if Final Dis
been fully paid to the holders of the Class G Certifi
obligations payable to the Policy Provider under the
remain outstanding, so long as no Policy Provider Def
is continuing, the Policy Provider will be the Contro
other time the Controlling Party will be:

o if Final Distributions have not been fully paid
Class G Certificates, the Class G Trustee;

o if Final Distributions have been fully paid to
G Certificates, but not to the holders of the C

the Class C Trustee; and

o if Final Distributions have been fully paid to
G and Class C Certificates, the Class D Trustee

Under certain circumstances, and notwithstanding the
Liquidity Provider will be the Controlling Party, unl

12
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Right to Buy Other Classes of

Certificates ......

Liquidity Facility

pays to the Liquidity Provider all outstanding drawin
owing the Liquidity Provider under the Liquidity Faci
the Policy Provider will be the Controlling Party (so
Provider Default has occurred and is continuing).

In exercising remedies during the nine months after t
acceleration of the Equipment Notes issued pursuant t
the bankruptcy of American, the Controlling Party may
consent of each Trustee (other than the Trustee of an
Certificates of which are held or beneficially owned
its affiliates), direct the sale of such Equipment Nc
subject to the lien of such Indenture for less than c
minimums.

If American 1is in bankruptcy or certain other specifi
occurred, Certificateholders and the Policy Provider
buy certain other Classes of Certificates on the foll

o Subject to the third bullet of this paragraph,
Certificateholders (other than an American Enti
to purchase all, but not less than all, of the

o Subject to the third bullet of this paragraph,
Certificateholders (other than an American Enti
to purchase all, but not less than all, of the
the Class C Certificates.

o Whether or not any Class of Certificateholders
to purchase the Class G Certificates, the Polic
Policy Provider Default has occurred) will have
all, but not less than all, of the Class G Cert
Provider has purchased the Class G Certificates
Certificateholders and the Class D Certificateh
have the right to purchase the Class G Certific
described herein.

The purchase price in each case described above will
balance of the applicable Class of Certificates plus
undistributed interest, but without any Make-Whole Anm

Under the Liquidity Facility, the Liquidity Provider

advances in an aggregate amount sufficient to pay int
the Class G Certificates on up to three successive Re
Dates at the applicable interest rate for such Certif
Facility cannot be used to pay any other amount in re
Certificates.

Notwithstanding the subordination provisions applicab
the holders of the Class G Certificates will be entit

retain the proceeds of drawings under the Liquidity F

Upon each drawing under the Liquidity Facility to pay
on the Class G Certificates, the Subordination Agent

13
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Policy Coverage for the Class G

Certificates

reimburse the Liquidity Provider for the amount of su
with interest on such drawing. Such reimbursement obl
interest, fees, and other amounts owing to the Liquid
senior to all of the Certificates in right of payment

Initially, there will be no liquidity facility availa
Class C and Class D Certificates. If a liquidity faci
new class C certificates in connection with a Refundi
liquidity facility will have the same priority distri
Liquidity Provider in respect of the Class G Certific

Under the Policy, the Policy Provider will unconditio
honor drawings to cover:

o any shortfall (after application of drawings u
Facility and withdrawals from the Cash Collate
(collectively, "Prior Funds")) on any Regular

interest distributed on the Class G Certificat

o any shortfall (after giving effect to the appl
on the Final Legal Distribution Date in the Fi
than any unpaid Make-Whole Amount) on the Clas

Further, upon a default in the payment of principal o
Note or if a Series G Equipment Note is accelerated (
Series G Equipment Note") then,

o on the first Business Day that is 24 months af
Distribution Date on which full payment was ma
Series G Equipment Note prior to such default
Policy Provider will pay the outstanding princ
Defaulted Series G Equipment Note and accrued
thereon at the Stated Interest Rate for the Cl
the immediately preceding Regular Distribution

o if a Defaulted Series G Equipment Note or any
is disposed of in connection with the exercise
"Disposition"), the Policy Provider will pay,
the application of Disposition proceeds and, i
occurs prior to an election by the Policy Prov
such Defaulted Series G Equipment Note as desc
paragraph, any Prior Funds, the amount, if any
the Pool Balance of the Class G Certificates D
the outstanding principal amount of such Defau

Note (less the amount of any Policy Drawings p
Policy Provider in respect of principal on suc
Equipment Note) plus accrued and unpaid intere
such reduction at the Stated Interest Rate for
Certificates from the immediately preceding Re
Date.

If there is no Disposition, instead of paying the ful
and accrued and unpaid interest on a Defaulted Series

14
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Equipment Notes

(a)

Issuer ..

Interest

the end of the 24-month period referred to above, the
elect, after giving five days prior written notice to
Agent, instead to pay:

o an amount equal to the scheduled principal and
not paid on the Defaulted Series G Equipment N
the acceleration thereof) during the 24-month
effect to the application of Prior Funds recei
such interest); and

o thereafter, on each Regular Distribution Date,
scheduled principal and interest otherwise pay
Series G Equipment Note (without regard to any
and without regard to any Prior Funds) until p

Notwithstanding an election by the Policy Provider to
instead of accelerated payments as discussed above, t
on any Business Day (which shall be a Special Distrik
the Policy Provider upon 20 days notice, cause the Su
make a drawing under the Policy for an amount equal t
principal balance of the Defaulted Series G Equipment
unpaid interest thereon from the immediately precedin
Date, less any policy drawings previously paid by the
respect of principal on such Defaulted Series G Equir
notwithstanding an election by the Policy Provider to
instead of accelerated payments as discussed above, U
Policy Provider Default, the Subordination Agent shal
elected by the Subordination Agent upon 20 days notic
Provider, make a drawing under the Policy for an amou
outstanding principal balance of the Defaulted Series
accrued and unpaid interest thereon from the immediat
Distribution Date, less any Policy drawings previousl
Provider in respect of principal on such Defaulted Se

At the end of the 24-month period referred to above,
drawings by the Liquidity Provider of interest accrui
drawings under the Liquidity Facility from and after
24-month period as and when such interest becomes due
Liquidity Facility. Accrued and unpaid interest payab
Provider on account of the Defaulted Series G Equipme
calculated at the Stated Interest Rate for the Class
Policy will cover only the Class G Certificates, and
Policy Drawing will be applied only to the outstandin
interest distributions on, the Class G Certificates.
will be entitled to be reimbursed for Policy Drawings
"Description of the Intercreditor Agreement -- Priori

Under each Indenture, American will issue Series G, S
Equipment Notes, which will be acquired, respectively
C, and Class D Trusts.

The Equipment Notes held in the Class G Trust will ac
rate per annum for the Class G Certificates set forth
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Principal

Rankings .

Redenmption

this Prospectus Supplement. The Equipment Notes held
Class D Trusts will accrue interest at the rate per a
respectively; provided that the interest rates with r
series C and new series D equipment notes issued as d
"Description of the Certificates——- Possible Refunding
Notes and Series D Equipment Notes" may differ. Inter
Notes will be payable on January 9 and July 9 of each
January 9, 2004. Interest on the Equipment Notes will
basis of a 360-day year consisting of twelve 30-day m

Principal payments on the Equipment Notes are schedul
specified amounts on January 9 and July 9 in certain
of the Certificates—— Pool Factors." The principal am
dates of the new series C and new series D equipment
described in "Description of the Certificates—-- Possi
C Equipment Notes and Series D Equipment Notes" may d

The Indentures provide for the following subordinatio
to the Equipment Notes:

o Series G Equipment Notes issued in respect of
senior in right of payment to the Series C and
Notes issued in respect of such Aircraft;

o Series C Equipment Notes issued in respect of
junior in right of payment to the Series G Equ
respect of such Aircraft and will rank senior
the Series D Equipment Notes issued in respect

o Series D Equipment Notes issued in respect of
junior in right of payment to the Series G and
Notes issued in respect of such Aircraft.

By virtue of the Intercreditor Agreement, all of the
effectively cross-subordinated. This means that payme
junior series of Equipment Notes issued in respect of
applied in accordance with the priority of payment pr
the Intercreditor Agreement to make distributions on
Certificates.

Aircraft Event of Loss. If an Event of Loss occurs wi
Aircraft, all of the Equipment Notes issued with resg
will be redeemed, unless such Aircraft, at American's
by American under the related Indenture. The redempti
will be the unpaid principal amount of such Equipment
accrued interest, but without Make-Whole Amount. See
Equipment Notes-- Redemption."

Sale of Aircraft. American will redeem all of the Equ
with respect to an Aircraft at any time prior to matu
a sale of the Aircraft. The redemption price in such
principal amount of such Equipment Notes, together wi
Make-Whole Amount (if any). See "Description of the E
Redemption."
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Security

In connection with an Event of Loss of an Aircraft th
the sale of an Aircraft, unless the Policy Provider o
American is required to use the proceeds received by
Aircraft and as holder of the Class C and Class D Cer

o to redeem with a Make-Whole Amount (unless an
Default shall have occurred and be continuing)
Equipment Notes issued in respect of other Air

o to deposit such amounts with the Indenture Tru
security.

Optional Redemption. American may elect to redeem at

Equipment Notes of any Series issued with respect to

maturity; provided that, except in connection with a

C or Series D Equipment Notes, American may not redee
Equipment Notes unless it has redeemed the Series G E
not redeem the Series D Equipment Notes unless it has
and Series C Equipment Notes. The redemption price in
unpaid principal amount of such Equipment Notes, toge
interest and Make-Whole Amount (if any). See "Descrir
Notes —- Redemption." In addition, American may elect
Series C and Series D Equipment Notes without a Make-
connection with a refunding as described in "Descript
—— Possible Refunding of Series C Equipment Notes and
Notes."

If, at any time before the Final Payment Date, the Eg
under an Indenture are repaid in full (other than as
Loss or a sale of the related Aircraft), the lien und
not be released and will thereafter continue to secur
Notes, unless the Policy Provider consents to the rel
the Policy Provider consents to such release at any t
Payment Date and the Equipment Notes under such Inden
full, the lien under such Indenture will not thereaft
Equipment Notes.

Indenture Event of Default. Upon the occurrence of an
Default under an Indenture, any excess proceeds reali
the Aircraft or the exercise of other remedies under
paid over to the Loan Trustees under the other Indent
the second paragraph under "-- Security" and will be
Equipment Notes, together with accrued interest and (
Event of Default shall have occurred and be continuin
Indentures) Make-Whole Amount (if any).

The Equipment Notes issued with respect to each Aircr
a security interest in such Aircraft. In addition, th
each Aircraft will be cross-collateralized, as summar

Distribution of Excess Proceeds. The proceeds realize
Aircraft or the exercise of other remedies by the Loa
Indenture will be allocated, after paying certain adnm
and other related amounts, in the following order of
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Certain Federal Income Tax
Consequences

Certain ERISA Considerations

Section 1110 Protection

o to pay all amounts due and payable on all of t
issued under such Indenture in accordance with
forth therein;

Trustees under the other In
principal of, and unpaid in
Notes issued thereunder on

to the Loan
outstanding
G Equipment

o to pay
to the
Series

Trustees under the other In
principal of, and unpaid in
Notes issued thereunder on

¢} to pay to the Loan
to the outstanding
Series C Equipment

Trustees under the other In
principal of, and unpaid in
Notes issued thereunder on

to the Loan
outstanding
D Equipment

o to pay
to the
Series

Cross-Default
any Equipment

at Final Payment Date. In addition, if
Note are not paid in full on the Final
Trustees will be able to exercise remedies under all
including the sale of all Aircraft, to satisfy the re
under any Equipment Note. Such payment default at the
the only cross-default provision under the Indentures
Final Payment Date, if the Equipment Notes issued und
Indentures are in default and the Equipment Notes iss
Indentures are not in default, no remedies will be ex
remaining Indentures. Each Indenture, however, requir
deposit as collateral or pro rata redemption of Serie
under such Indenture out of the excess proceeds relat
or the sale of an Aircraft subject to another Indentu
such a deposit or redemption could result in an Inden
under such Indenture.

American's General Counsel will provide an opinion tc
benefits of Section 1110 of the Bankruptcy Code will
respect to each of the Aircraft.

The Trusts themselves will not be subject to federal
Certificate Owner of Class G Certificates should repo
income tax return its pro rata share of the income fr
and other property held by the Class G Trust. See "Ce
Tax Consequences."

FEach person who acquires a Class G Certificate will b
represented that either:

o no assets of an employee benefit plan, or gove
or an individual retirement account or of any
such a plan or account have been used to purch
or

o the purchase and holding of such Certificate Db
exempt from the prohibited transaction restric
Retirement Income Security Act of 1974, as ame
Revenue Code of 1986, as amended, or any provi
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affecting any governmental or church plan, as
one or more prohibited transaction statutory o

exemptions.

See "Certain ERISA Considerations."

Ratings of the Class G
Certificates It is a condition to the issuance of the Class G Cert

rated Aaa by Moody's and AAA by Standard & Poor's.

A rating is not a recommendation to purchase, hold, c
and such rating does not address market price or suit
particular investor. There can be no assurance that s
lowered or withdrawn by a Rating Agency. See "Risk Fa

Relating to the Certificates and the Offering -- Rati
Certificates."
Threshold Rating Requirements for
the Liquidity Provider Moody's Standa
P-1

For any entity that does not have a short-term rating
such rating agencies, then in lieu of such short-tern
unsecured debt rating of Al in the case of Moody's an
credit rating of A+ in the case of Standard & Poor's.

Liquidity Provider Rating The initial Liquidity Provider meets the Threshold Ra
Policy Provider Rating The Policy Provider is currently rated Aaa by Moody's
Poor's.
S-14

SUMMARY HISTORICAL CONSOLIDATED FINANCIAL AND OPERATING DATA

The following table presents summary historical consolidated financial
data and certain operating data of American. We derived the annual historical
financial data from American's audited consolidated financial statements and the
notes thereto. These audited consolidated financial statements are incorporated
by reference in the Prospectus accompanying this Prospectus Supplement and
should be read in conjunction therewith. We derived the consolidated financial
data for the interim periods ended March 31, 2003 and 2002 from American's
unaudited condensed consolidated financial statements. These unaudited condensed
consolidated financial statements are also incorporated by reference in the
Prospectus accompanying this Prospectus Supplement and should be read in
conjunction therewith. The data for such interim periods may not be indicative
of results for the year as a whole. On April 9, 2001, American purchased
substantially all of the assets of TWA. This acquisition was accounted for under
the purchase method of accounting and, accordingly, the operating results of TWA
since the date of the acquisition have been included in the summary consolidated
financial statements. The operating statistics of TWA LLC, the entity holding
the assets acquired from TWA, since the date of acquisition are included in
Operating Statistics for the interim periods ended March 31, 2003 and 2002 and
the years ended December 31, 2002 and 2001, but are not included in Operating
Statistics for the year ended December 31, 2000. See "Where You Can Find More
Information” in the Prospectus accompanying this Prospectus Supplement.
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THREE MONTHS ENDED

MARCH 31,
2003 2002 2002
STATEMENT OF OPERATIONS DATA (IN MILLIONS) :
Revenues:
PaASSENTET t vttt e e et eee et S 3,394 S 3,484 S 14,43
Regional Affiliates (1) .t imnieeeeeeeneennnns 326 22 -
[ Tl o T 134 133 55
0w o O 254 196 87
Operating eXpPense (2) v it iin e et eeeeeeeeeeeeeeanens 5,011 4,557 19,18
Operating income (1loSS) (2) .ttt i iin ettt teeeeeeeeanens (903) (722) (3,31
Other income (expense), Net . ...ttt ttneeeeeeeennns (129) (92) (35
Earnings (loss) before income taxes and cumulative
effect of accounting change (2) ........ .. (1,032) (814) (3,66
Net earnings (1oss) (2) (3) ittt ittt enneenens S (1,032) S (1,431) S (3,49
OTHER DATA:
Ratio of earnings to fixed charges (4) ... —= —= -
OPERATING STATISTICS (5)
Scheduled Service:
Available seat miles (millions) (6) .« v eennn. 40,274 40,089 172,20
Revenue passenger miles (millions) (7) ..., 27,838 27,817 121,74
Passenger load factor (%) (8) .+ttt iiteennnnnnnn 69.1% 69.4% 70.
Passenger revenue yield per passenger mile
(CeNES) (9) ittt ittt e ettt ettt et 12.19 12.52 11.8
Passenger revenue per available seat mile (cents).... 8.43 8.69 8.3
Operating expenses per available
seat mile (cents) (L10) it imi ittt iieeeeeannnn 12.44 11.37 11.1
Cargo ton miles (millions) (11) ...t iiennnnnnn. 490 463 2,00
Cargo revenue yield per ton mile (cents) ............ 27.38 28.74 27.7
S-15
AT AT
MARCH 31, DECEMBER
2003 31, 2002
(IN MILLIONS)
BALANCE SHEET DATA:
Cash and short-term investments ........iiiiiiieeeerennnnnnnans $ 1,260 $ 1,934
Restricted cash and short-term investments .................... 550 783
Total ASSEE S vttt ittt e it e ittt et ettt e et et e e e e 26,511 27,650
Current liabilities ..ttt ittt ittt e et ettt ettt 6,759 6,957
Long-term debt, less current maturities .......... ... . ... 8,798 8,729
Obligations under capital leases, less current obligations .... 1,255 1,322
Stockholder's equUity it ittt it ettt e e e e e et e (34) 947

The Company's Regional Affiliates include two wholly owned subsidiaries
of AMR, American Eagle Airlines, Inc. (American Eagle) and Executive
Airlines, Inc. (Executive), and two independent carriers, Trans States
Airlines, Inc. (Trans States) and Chautauqua Airlines, Inc.
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(Chautauqua) . In 2002, American had a fixed fee per block hour
agreement with Chautauqua. In 2003, American had fixed fee per block
hour agreements with American Eagle, Executive, Trans States and
Chautauqua.

Operating expenses, operating income (loss), earnings (loss) before
income taxes and cumulative effect of accounting change, and net
earnings (loss) for the years ended December 31, 2002 and 2001 included
an asset impairment charge of approximately $244 million and $911
million, respectively, relating to the write-down of the carrying value
of Fokker 100 aircraft and related rotables to their estimated fair
market value. In addition, such amounts for the years ended December
31, 2002 and 2001 include $10 million and $827 million, respectively,
in compensation under the Air Transportation Safety and Stabilization
Act and for the years ended December 31, 2002 and 2001, approximately
$381 million and $337 million, respectively, in other special charges
related to aircraft groundings, facility exit costs, and employee
charges.

Net earnings (loss) for the year ended December 31, 2002 includes a
one-time, non-cash charge, effective January 1, 2002, of $889 million
(net of a tax benefit of $363 million) to write off all of American's
goodwill.

As of March 31, 2003, American guaranteed approximately $636 million of
unsecured debt of its parent, AMR Corporation and approximately $521
million of secured debt of American Eagle Airlines, Inc. The impact of
these unconditional guarantees is not included in the above
computation. Earnings were inadequate to cover fixed charges by $3,749
million and $2,584 million for the years ended December 31, 2002 and
2001, respectively, and by $1,050 million and $834 million for the
three months ended March 31, 2003 and 2002, respectively.

The operating statistics of TWA Airlines LLC, the entity holding the
assets acquired from TWA, are included in Operating Statistics since
the date of acquisition for the three months ended March 31, 2003 and
2002 and the years ended December 31, 2002 and 2001, but are not
included in Operating Statistics for the year ended December 31, 2000.

"Available seat miles" represents the number of seats available for
passengers multiplied by the number of scheduled miles the seats are
flown.

"Revenue passenger miles" represents the number of miles flown by
revenue passengers in scheduled service.

"Passenger load factor" is calculated by dividing revenue passenger
miles by available seat miles, and represents the percentage of
aircraft seating capacity utilized.

"Passenger revenue yield per passenger mile" represents the average
revenue received from each mile a passenger is flown in scheduled
service.

Calculated using mainline jet operations available seat miles.
Operating expenses for the three months ended March 31, 2003 and 2002
include $423 million and $27 million, respectively, of expenses
incurred related to Regional Affiliates. Operating expenses per
available seat mile, excluding expenses incurred related to Regional
Affiliates and thereby excluding Regional Affiliates from both the
numerator and the denominator, were 11.39 cents and 11.30 cents for the
three months ended March 31, 2003 and 2002, respectively.
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(11) "Cargo ton miles" represents the tonnage of freight and mail carried
multiplied by the number of miles flown.

RECENT DEVELOPMENTS

We incurred operating losses of approximately $903 million in the first
quarter of 2003, $3.3 billion in 2002 and $2.3 billion in 2001. Our recent
losses reflect a substantial decrease in our revenues that began in early 2001
and, to a lesser extent, the impact of higher fuel and insurance costs. This
revenue decrease was driven by a number of factors, some of which may persist
indefinitely. They include:

o a steep fall-off in the demand for air travel, particularly
business travel, primarily caused by the continuing weakness
of the U.S. economy and the growing use of travel substitutes;

o reduced pricing power resulting from greater cost sensitivity
on the part of travelers, particularly business travelers, and
increasing competition from low-cost carriers; and

o the lingering effects of the terrorist attacks of September
11, 2001, the effects of the war in Iragq and, to a lesser
extent, concerns about SARS.

In light of these losses, which we believed were not sustainable, we
took and are continuing to take a number of actions designed to improve our
financial results. They include:

o more than $2 billion in annual operating cost reductions,
mainly through operating efficiencies, fleet simplification
and other operational improvements, which were initiated in
2002 and are expected to be phased in by the end of 2005;

o a combination of changes, introduced May 1, 2003 and expected
to be phased in by the end of 2003, in wages, benefits and
work rules, which we estimate should produce approximately
$1.8 billion in annual labor savings (a 23% reduction from our
2002 wages and benefits expense); and

o concessions, effective beginning May 1, 2003, from certain of
our aircraft lessors, lenders and other suppliers, which we
estimate should result in annual cost savings of nearly $200
million.

Our ligquidity has been bolstered by our reduced costs, in combination
with recently improved unit revenues (as measured by revenue per available seat
mile), and by our portion of the security cost reimbursements referred to below.
April 2003 unit revenues (which were impacted by the war in Irag and concerns
over SARS) were slightly lower than a year ago, and May 2003 unit revenues were
up 4% from their year-ago level. We are also experiencing improved unit revenue
trends for June relative to last year. Our reduced costs and improved unit
revenues enabled us to generate positive cash flows from operations in May 2003
(excluding the benefit of our portion of the $358 million in security cost
reimbursements our parent AMR Corporation received under the Emergency Wartime
Supplemental Appropriations Act in May 2003). If the improved unit revenue
environment continues, we would expect to show similar positive operating cash
flow results in June 2003.
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Even with our cost-reduction and capital raising efforts, however, our
financial condition remains weak. While improving in recent months, our revenues
are still depressed relative to historical levels. Our recent losses, coupled
with our capital expenditures, have significantly reduced our liquidity. This
comes at a time when the savings from our cost reduction efforts are still
phasing in. To maintain sufficient liquidity as we seek to return to
profitability, we need some combination of continuing improved revenues and
additional funding in the future, most likely from borrowings or asset sales.
Our success will depend on a number of factors, many of which are largely beyond
our control. See "Risk Factors."

RISK FACTORS

In addition to the matters set forth in the documents incorporated by
reference, you should carefully consider the following risk factors as well as
other information contained in this Prospectus Supplement and the accompanying
Prospectus.

RISK FACTORS RELATING TO AMERICAN
WE HAVE INCURRED SIGNIFICANT OPERATING LOSSES

We incurred operating losses of approximately $903 million in the first
quarter of 2003, $3.3 billion in 2002 and $2.3 billion in 2001. See our report
on Form 10-Q for the quarter ended March 31, 2003 and our report on Form 10-K
for the year ended December 31, 2002 incorporated by reference into this
document. In addition to the residual effects of September 11, the war in Iraq
and concerns about SARS, our revenues continue to be negatively impacted by the
economic slowdown (seen largely in decreased business travel), reduced fares and
increased competition. The fragility of our financial condition at March 31,
2003 is illustrated by the opinion expressing substantial doubt about our
ability to continue as a going concern issued by our independent auditors in
their report, dated March 31, 2003, with respect to their audit of our financial
statements for the year ended December 31, 2002. Without an improvement in
revenues, our cost reduction efforts are not likely to be sufficient to return
us to profitability.

WE NEED TO RAISE ADDITIONAL FUNDS TO MAINTAIN SUFFICIENT LIQUIDITY

Even with the cost reduction program we are implementing, our financial
condition remains weak. Our recent losses, coupled with capital expenditures,
have significantly reduced our liquidity. This reduced liquidity comes at a time
when the savings from our cost reduction program are phasing in, our revenues
are depressed relative to historical levels and our access to the capital
markets is more limited than in the past. Moreover, we have significant debt
obligations maturing in the next several years, including $517 million in 2003,
$425 million in 2004, $1.2 billion in 2005 (including $834 million drawn under
our bank credit facility) and $932 million in 2006, as well as substantial, and
increasing, pension funding obligations, which will require additional
liquidity.

To maintain sufficient liquidity as we seek to return to profitability,
we will need some combination of continuing improved revenues and additional
funding in the future, most likely through a combination of financings and asset
sales. We cannot be sure that our recent unit revenue improvements will continue
or that we will be able to raise such financing or effect such sales on
acceptable terms. To the extent that our revenues do not sufficiently increase
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or that we are unable to access the capital markets or sell assets, we will be
unable to fund our obligations and sustain our operations, which may require us
to initiate a filing under Chapter 11 of the U. S. Bankruptcy Code. In addition,
a covenant in our $834 million bank credit facility (which is fully drawn)
requires us to maintain at all times at least $1 billion of available cash.
While at March 31, 2003, we had $1.3 billion of available cash, we cannot be
sure that we will continue to satisfy this liquidity covenant until the amounts
outstanding under the bank credit facility are repaid. Failure to do so would
result in a default under our bank credit facility and a significant amount of
our other debt.

LINGERING EFFECTS OF TERRORIST ATTACKS, WAR IN IRAQ, WEAK U.S. ECONOMY
AND SARS CONCERNS HAVE DEPRESSED DEMAND FOR AIR TRAVEL, PARTICULARLY BUSINESS
TRAVEL

A combination of factors has depressed the demand for air travel and,
in particular, business travel.
Because we have in recent years tailored our network, product, schedule and
pricing strategies to the business travel market, reduced demand for business
travel has affected us more than most other carriers. These factors include the
lingering effects of the September 11, 2001 terrorist attacks and the war in
Irag, the weak U.S. economy and, to a lesser extent, concerns about SARS. The
terrorist attacks of September 11, 2001 accelerated and exacerbated an existing
trend of decreased demand and reduced industry revenues. Additional terrorists
attacks, even if not directed at the airline industry, the fear of such attacks
(which could escalate at times of international crises or U.S. military
involvement in overseas hostilities), or a continuing weakness in the U.S. and
global economy or other events that affect travel, particularly business travel,
could have a material adverse impact on our business, financial condition and
results of operations, and on the airline industry in general.

OUR REDUCED PRICING POWER ADVERSELY AFFECTS OUR ABILITY TO ACHIEVE
ADEQUATE PRICING, ESPECIALLY WITH RESPECT TO BUSINESS TRAVEL

We have reduced pricing power, resulting mainly from greater cost
sensitivity on the part of travelers, especially business travelers, and
increasing competition from low cost carriers ("LCCs"). The percentage of our
routes on which we compete with carriers having substantially lower operating
costs has grown significantly over the past decade. We now compete with LCCs on
85% of our domestic network. At the same time, the continuous increase in
pricing transparency resulting from the use of the Internet has enabled cost
conscious customers to more easily obtain the lowest fare on any given route.

WE COMPETE WITH CARRIERS NOW OR RECENTLY IN BANKRUPTCY, WHICH MAY BE A
COMPETITIVE DISADVANTAGE

We must now compete with carriers that have recently reorganized or are
reorganizing under the protection of Chapter 11 of the Bankruptcy Code,
including United Airlines, the second largest air carrier. It is possible that
our other competitors may seek to reorganize in or out of Chapter 11. Successful
completion of such reorganizations could present us with competitors with
operating costs derived from renegotiated labor, supply, and financing contracts
that may be below our reduced cost structure. In addition, in the past, air
carriers involved in reorganizations have often undertaken substantial fare
discounting to maintain cash flows and to enhance customer loyalty. Fare sales
(including fare sales initiated by carriers in reorganization) have been
significant and widespread and have further lowered yields for all carriers,

24



Edgar Filing: AMERICAN AIRLINES INC - Form 424B3

including us. These competitive pressures may limit our ability to adequately
price our services and could have a material adverse impact on our business,
financial condition and results of operations.

OUR CREDIT RATINGS ARE BELOW INVESTMENT GRADE AND OUR ACCESS TO THE
CAPITAL MARKETS IS MORE LIMITED AND ON LESS FAVORABLE TERMS THAN IN THE PAST

Since the September 11, 2001 terrorist attacks, our senior unsecured
rating has been lowered by Moody's from Baa3 to Caa2 and our long-term corporate
credit rating has been lowered by Standard & Poor's from BBB- to B- (recently
increased from CCC). The ratings on most of our debt have also been lowered. In
addition, both Moody's and Standard & Poor's have given us a negative ratings
outlook. These reductions have increased our borrowing costs and limited the
borrowing options available to us. Additional significant reductions in AMR's or
our credit ratings would further increase our borrowing or other costs and
further restrict the availability of future financing.

Our ability to obtain future financing or to sell assets may also be
adversely affected because we have fewer unencumbered assets available to us
than in years past. In recent years, we have encumbered a large portion of our
aircraft assets (including, after giving effect to this offering, virtually all
of our Section 1110-eligible aircraft). While we have other unencumbered assets
that could be encumbered or sold, our ability to borrow on or sell those assets
on acceptable terms is uncertain, and in any event those assets may not maintain
their current market value.

WE ARE BEING ADVERSELY AFFECTED BY INCREASES IN FUEL PRICES

Our operations are significantly affected by the availability and price
of jet fuel. To reduce the impact of potential fuel price increases in 2003, as
of December 31, 2002, we had hedged approximately 32 percent of our estimated
2003 fuel requirements. Nevertheless, our average cost per gallon of fuel has
risen from 66.5 cents in February 2002 to 91.0 cents in February 2003. During
the first quarter of 2003, our aircraft fuel expense increased 37.2 percent, or
$185 million, compared to the first quarter of 2002, due primarily to a 39.9
percent increase in our average price per gallon of fuel. Due to the competitive
nature of the airline industry, our ability to pass on increased fuel prices to
our customers by increasing fares is uncertain. Likewise, any potential benefit
of lower fuel prices may be offset by increased fare competition and lower
revenues for all air carriers.

While we do not currently anticipate a significant reduction in fuel
availability, dependency on foreign imports of crude oil and the possibility of
changes in government policy on jet fuel production, transportation and

marketing make it impossible to predict the future availability of jet fuel. If
there are new outbreaks of hostilities or other conflicts in o0il producing areas
or elsewhere, there could be reductions in the production and/or importation of
crude o0il and/or significant increases in the cost of fuel. If there were major
reductions in the availability of jet fuel or significant increases in its cost,
our business, as well as that of the entire industry, would be adversely
affected.

OUR INSURANCE COSTS HAVE INCREASED SUBSTANTIALLY AND FURTHER INCREASES
IN INSURANCE COSTS OR REDUCTIONS IN COVERAGE COULD HAVE A MATERIAL ADVERSE
IMPACT ON US

We carry insurance for public liability, passenger liability, property
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damage and all-risk coverage for damage to our aircraft. As a result of the
September 11, 2001 terrorist attacks, aviation insurers have significantly
reduced the amount of insurance coverage available to commercial air carriers
for liability to persons other than employees or passengers for claims resulting
from acts of terrorism, war or similar events (war-risk coverage). At the same
time, they significantly increased the premiums for such coverage as well as for
aviation insurance in general. The U.S. government has provided commercial
war-risk insurance for U.S. based airlines until August 13, 2003 covering losses
to crew members, passengers, third parties and aircraft. While the Emergency
Wartime Supplemental Appropriations Act, 2003 authorizes this insurance to be
extended until August 31, 2004 (and possibly further until December 31, 2004),
there is no assurance that it will be. In the event the U.S. government
sponsored insurance is not so extended or the commercial insurance carriers
further reduce the amount of insurance coverage available to us or significantly
increase the cost of aviation insurance, our business, financial condition and
results of operations would be materially adversely affected.

OUR INDEBTEDNESS AND OTHER OBLIGATIONS ARE SUBSTANTIAL AND COULD AFFECT
OUR BUSINESS

We have now and will continue to have a significant amount of
indebtedness. As of March 31, 2003, we had approximately $10.7 billion of
long-term debt (including current maturities) and obligations under capital
leases (including current obligations), or $ billion on a pro forma basis,
after giving effect to this offering. Our substantial indebtedness could have
important consequences. For example, it could:

o limit our ability to obtain additional financing for working
capital, capital expenditures, acquisitions and general
corporate purposes;

o require us to dedicate a substantial portion of our cash flow
from operations to payments on our indebtedness, thereby
reducing the funds available to us for other purposes;

o make us more vulnerable to economic downturns, limit our
ability to withstand competitive pressures and reduce our
flexibility in responding to changing business and economic
conditions; and

o limit our flexibility in planning for, or reacting to, changes
in our business and the industry in which we operate.

Any of the foregoing could adversely affect our business and our
ability to service our debt, including the Equipment Notes.

THE AIRLINE INDUSTRY IS FIERCELY COMPETITIVE

On most of our domestic non-stop routes, we face competing service from
at least one, and sometimes more than one, domestic airline, including: AirTran,
Alaska Airlines, America West Airlines, Continental Airlines, Delta, Jet Blue,
Northwest Airlines, Southwest Airlines, United and US Airways, and their
affiliated regional carriers. We face even greater competition between cities
that require a connection, where all major airlines may compete via their
respective hubs. We also compete with national, regional, all-cargo and charter
carriers and, particularly on shorter routes, ground transportation, as well as
with foreign airlines and numerous U.S. carriers on our international routes. On
all of our routes, pricing decisions are affected, in large part, by competition
from other airlines. On over 85 percent of our domestic network, we compete with
airlines that have cost structures significantly lower than ours and can
therefore operate profitably at lower fare levels.
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We also encounter substantial price competition. Historically, fare
discounting by competitors has affected our financial results negatively because
we are generally required to match competitors' fares to maintain passenger
traffic. During recent years, a number of new LCCs have entered the domestic
market and several major airlines have implemented efforts to lower their cost
structures.

OUR BUSINESS IS SUBJECT TO EXTENSIVE GOVERNMENT REGULATION

Airlines are subject to extensive regulatory requirements that result
in significant costs. For example, the Federal Aviation Administration from time
to time issues directives and other regulations relating to the maintenance and
operation of aircraft, and compliance with those requirements drives significant
expenditures. These requirements cover, among other things, modifications to
improve cockpit security, enhanced ground proximity warning systems, McDonnell
Douglas MD-80 metal-mylar insulation replacement, McDonnell Douglas MD-80 main
landing gear piston improvements, Boeing 757 and Boeing 767 pylon improvements,
Boeing 737 elevator and rudder improvements, inspections to monitor Airbus A300
vertical stabilizers and Airbus A300 structural improvements. We expect to
continue incurring expenses to comply with these requirements and other FAA
regulations.

Additional laws, regulations, taxes and airport rates and charges have
been proposed from time to time that could significantly increase the cost of
airline operations or reduce revenues. For example, the Aviation and
Transportation Security Act, which became law in November 2001, mandates the
federalization of certain airport security procedures and imposes additional
security requirements on airlines. In addition, the ability of U.S. carriers to
operate international routes is subject to change because the applicable
arrangements between the United States and foreign governments may be amended
from time to time, or because appropriate slots or facilities are not made
available. We cannot provide assurance that laws or regulations enacted in the
future will not adversely affect us.

RISK FACTORS RELATING TO THE CERTIFICATES AND THE OFFERING
APPRAISALS AND REALIZABLE VALUE OF AIRCRAFT

Three independent appraisal and consulting firms have prepared
appraisals of the Aircraft. The appraisal letters provided by these firms are
annexed to this Prospectus Supplement as Appendix II and reflect valuations as
of the dates of such letters. These valuations will likely be reduced in the
third quarter of this year. Such appraisals, which are based on the base value
of the Aircraft, rely on varying assumptions and methodologies (which may differ
among the appraisers), and may not reflect current market conditions that could
affect the current market value of the Aircraft. Base value is the theoretical
value for an aircraft that assumes a balanced market, while current market value
is the value for an aircraft in the actual market. The appraisals were prepared
without a physical inspection of the Aircraft. Appraisals that are based on
other assumptions and methodologies may result in valuations that are materially
different from those contained in such appraisals.

The values of the Aircraft have been negatively affected, at least
temporarily, by the effects of the events of September 11, 2001 and other

factors referred to under "-- Risk Factors Relating to American -- Lingering
Effects of Terrorist Attacks, War in Iraqg, Weak U.S. Economy and SARS Concerns
Have Depressed Demand for Air Travel, Particularly Business Travel." The

appraisals contain disclaimers as to the effect of the events of September 11,

27



Edgar Filing: AMERICAN AIRLINES INC - Form 424B3

2001 on the market for, and prices of, commercial aircraft. In addition, the
value of aircraft, including the Aircraft, would likely continue to be
negatively affected if air carriers, including air carriers seeking to
reorganize under the protection of Chapter 11 of the Bankruptcy Code, such as
United Airlines, persist in reducing capacity by removing large numbers of
aircraft from their fleets. For these reasons, American believes the current
market values of the Aircraft at this time are lower than the base values
reflected in the appraisals. See "Description of the Aircraft and the Appraisals
—— The Appraisals."

An appraisal is only an estimate of value. It does not necessarily
indicate the price at which an aircraft may be purchased from the aircraft
manufacturer. Nor should an appraisal be relied upon as a measure of realizable
value. The proceeds realized upon a sale of any Aircraft may be less than its
appraised value. The value of an Aircraft if remedies are exercised under the
applicable Indenture will depend on various factors, including:

S-21
o market and economic conditions;
o the supply of similar aircraft;
o the availability of buyers;
o the condition of the Aircraft; and
o whether the Aircraft are sold separately or as a block.

Accordingly, we cannot assure you that the proceeds realized upon any
such exercise of remedies would be sufficient to satisfy in full payments due on
the Equipment Notes relating to such Aircraft or the full amount of
distributions expected on the Certificates.

REPOSSESSION

There will be no general geographic restrictions on our ability to
operate the Aircraft. Although we do not currently intend to do so, we will be
permitted to register the Aircraft in certain foreign jurisdictions and to lease
the Aircraft to unrelated parties. It may be difficult, time-consuming and
expensive for the Loan Trustee to exercise its repossession rights if an
Aircraft is located outside the United States, is registered in a foreign
jurisdiction or is leased to a foreign or domestic operator. Additional
difficulties may exist when a lessee is the subject of a bankruptcy, insolvency,
or similar event.

In addition, certain jurisdictions may allow for certain other liens or
other third party rights to have priority over the related Loan Trustee's
security interest in an Aircraft. As a result, the benefits of the related Loan
Trustee's security interest in an Aircraft may be less than they would be if
such Aircraft were located or registered in the United States.

PRIORITY OF DISTRIBUTIONS; SUBORDINATION

Under the Intercreditor Agreement, the Liquidity Provider will receive
payment of all amounts owed to it before the holders of any Class of
Certificates receive any funds and the Policy Provider will receive payments of
Policy Provider Obligations, Policy Expenses, Policy Provider Interest Drawing
Amounts and (in certain circumstances) Policy Provider Interest Amounts owed to
it before the holders of Class C and Class D Certificates receive any funds. In
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addition, in certain default situations the Subordination Agent and the Trustees
will receive certain payments before the holders of any Class of Certificates
receive distributions. See "Description of the Intercreditor Agreement —-—
Priority of Distributions."

If American is in bankruptcy or other specified defaults have occurred
but American is continuing to meet certain of its payment obligations and the
applicable loan to Aircraft value tests are met, the subordination provisions
applicable to the Certificates permit distributions to be made in certain
situations to junior Certificates prior to making distributions in full on more
senior Certificates.

CONTROL OVER COLLATERAL; SALE OF COLLATERAL

Subject to certain conditions, the Loan Trustee under each Indenture
will be directed by the Subordination Agent (at the direction of the Controlling
Party) in exercising remedies under such Indenture, including accelerating the
applicable Equipment Notes or foreclosing the lien on the Aircraft securing such
Equipment Notes. See "Description of the Certificates —-- Indenture Events of
Default and Certain Rights upon an Indenture Event of Default."

Subject to the following two paragraphs, if Final Distributions have
not been fully paid to the holders of the Class G Certificates or if obligations
payable to the Policy Provider under the Intercreditor Agreement remain
outstanding, so long as no Policy Provider Default has occurred and is
continuing, the Policy Provider will be the Controlling Party. At any other
time, the Controlling Party will be:

o if Final Distributions have not been fully paid to the holders
of the Class G Certificates, the Class G Trustee;

o if Final Distributions have been fully paid to the holders of
Class G Certificates, but not to the holders of the Class C
Certificates, the Class C Trustee; and

o if Final Distributions have been fully paid to the holders of
Class C Certificates, the Class D Trustee.

Under certain circumstances, and notwithstanding the foregoing, the
Liquidity Provider will be the Controlling Party. However, if the Policy
Provider pays the Liquidity Provider all outstanding drawings and interest
thereon owing to the Liquidity Provider under the Liquidity Facility, then, so
long as no Policy Provider Default has occurred and is continuing and the Policy
Provider thereafter reimburses the Liquidity Provider for all subsequent
Drawings together with accrued interest thereon, the Policy Provider will have
the right to become (or remain) the Controlling Party.

During the continuation of any Indenture Event of Default, the
Controlling Party may accelerate the Equipment Notes issued under the related
Indenture and sell such Equipment Notes or the related Aircraft, subject to
certain limitations. See "Description of the Intercreditor Agreement —-—
Intercreditor Rights —-- Sale of Equipment Notes or Aircraft." The market for
Equipment Notes or Aircraft during any Indenture Event of Default may be very
limited, and we cannot assure you as to whether they could be sold or the price
at which they could be sold. If the Controlling Party sells any Equipment Notes
for less than their outstanding principal amount, certain Certificateholders
will receive a smaller amount of principal distributions than anticipated and
will not have any claim for the shortfall against us, any Trustee, the Liquidity

29



Edgar Filing: AMERICAN AIRLINES INC - Form 424B3

Provider, or the Policy Provider (except, with respect to holders of the Class G
Certificates, as described in "Description of the Policy and the Policy Provider
Agreement —-- The Policy").

RATINGS OF THE CERTIFICATES

It is a condition to the issuance of the Class G Certificates that the
Class G Certificates be rated not lower than Aaa by Moody's Investors Service,

Inc. ("Moody's") and AAA by Standard & Poor's Ratings Services, a division of
The McGraw-Hill Companies, Inc. ("Standard & Poor's," and together with Moody's,
the "Rating Agencies"). A rating is not a recommendation to purchase, hold, or

sell Certificates; and such rating does not address market price or suitability
for a particular investor. A rating may not remain for any given period of time
and may be lowered or withdrawn entirely by a Rating Agency if in its judgment
circumstances in the future (including the downgrading of American, the Policy
Provider or the Liquidity Provider) so warrant.

The ratings of the Class G Certificates are based primarily on the
default risk of the Policy Provider. The ratings of the Class G Certificates
address the likelihood of timely distribution of interest when due on the Class
G Certificates and the ultimate distribution of principal on the Class G
Certificates by their Final Legal Distribution Date. Such ratings do not address
the possibility of certain defaults, voluntary redemptions, or other
circumstances (such as a loss event to an Aircraft) which could result in the
distribution of the outstanding principal amount of the Class G Certificates
prior to their Final Legal Distribution Date. See "Description of the
Certificates."

The reduction, suspension, or withdrawal of the ratings of the
Certificates will not, by itself, constitute an event of default.

NO PROTECTION AGAINST HIGHLY LEVERAGED OR EXTRAORDINARY TRANSACTIONS

The Certificates, the Equipment Notes, and the related underlying
agreements will not contain any financial or other covenants or "event risk"
provisions protecting the Certificateholders in the event of a highly leveraged
or other extraordinary transaction affecting American or its affiliates.

LIMITED ABILITY TO RESELL THE CERTIFICATES

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

RISK FACTORS RELATING TO THE POLICY PROVIDER

THE IMPACT OF ANY DECLINE IN THE FINANCIAL CONDITION OF THE POLICY
PROVIDER

The "AAA" rating by Standard & Poor's and the "Aaa" rating by Moody's
of the Class G Certificates are based, primarily, on the existence of the Policy
insuring the complete and timely distribution when scheduled of interest with
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respect to the Class G Certificates on each Regular Distribution Date and the
distribution of principal on or (under certain circumstances) before the Final
Legal Distribution Date. Any decline in the financial condition of the Policy
Provider or the insolvency of the Policy Provider may result in the downgrade of
the foregoing ratings of the Class G Certificates and may impair the ability of
the Policy Provider to make payments to the holders of the Class G Certificates
pursuant to the Policy. In addition, in the event of the insolvency of the
Policy Provider, under insurance insolvency proceedings it is possible that the
Subordination Agent would be unable to recover the full amount scheduled under
the Class G Certificates on its unsecured claim against the Policy Provider. For
information on the financial information generally available with respect to the
Policy Provider, see "Description of the Policy Provider" and "Description of
the Policy and the Policy Provider Agreement -- The Policy."

THE LIMITED NATURE OF THE POLICY

The Policy's support of interest distributions and principal
distributions will be limited to the Class G Certificates and, as a result, the
Policy will only run to the benefit of the holders of the Class G Certificates.
Although drawings under the Policy for interest distributions may be made when
interest is scheduled for distribution, drawings for principal distributions may
not, except in certain circumstances, be made until the Final Legal Distribution
Date for the Class G Certificates. The Policy provides no coverage for the Class
C or Class D Certificates.

RIGHT OF POLICY PROVIDER TO PURCHASE CLASS G CERTIFICATES

If American is in bankruptcy or certain other specified defaults have
occurred, the Policy Provider will have the right to purchase the Class G
Certificates at a price equal to the outstanding balance of the Class G
Certificates plus accrued interest but without any Make-Whole Amount.

THE POLICY PROVIDER AS A CONTROLLING PARTY

Unless a Policy Provider Default has occurred, the Policy Provider will
operate as the Controlling Party at any time prior to the time that Final
Distributions have been distributed to the holders of the Class G Certificates
and at any time when any obligations payable to the Policy Provider under the
Intercreditor Agreement remain outstanding (unless the Liquidity Provider has
the right to become the Controlling Party). As the Controlling Party, the Policy
Provider will have the ability, subject to certain limitations, to direct the
Subordination Agent in the exercise of all remedies, including the ability to
direct the Subordination Agent to sell any or all of the Equipment Notes or to
instruct the Loan Trustee under the applicable Indenture to accelerate the
Equipment Notes issued under such Indenture and to foreclose upon the lien
created thereunder. As the Controlling Party, the Policy Provider will be in a
position to take actions that are beneficial to the Policy Provider but which
may be detrimental to the holders of the Certificates.

THE COMPANY

American, the principal subsidiary of AMR Corporation, was founded in
1934. On April 9, 2001, American purchased substantially all of the assets and
assumed certain liabilities of TWA, the eighth largest United States air
carrier. American (including TWA) is the largest scheduled passenger airline in
the world. American provides scheduled jet service to numerous destinations
throughout North America, the Caribbean, Latin America, Europe, and the Pacific.
American is also one of the largest scheduled air freight carriers in the world,
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providing a full range of freight and mail services to shippers throughout its
system. The postal address for American's principal executive offices is P.O.
Box 619616, Dallas/Fort Worth Airport, Texas 75261-9616 (Telephone:
817-963-1234) .

DESCRIPTION OF THE POLICY PROVIDER
GENERAL

The information set forth in this section, including any financial
statements incorporated by reference herein, has been provided by Ambac
Assurance Corporation ("Ambac" or the "Policy Provider") for inclusion in this
Prospectus Supplement, and such information has not been independently verified
by American, the Underwriters, the Trustees or the Liquidity Provider.
Accordingly, notwithstanding anything to the contrary herein, none of American,
the Underwriters, the Trustees or the Liquidity Provider assumes any
responsibility for the accuracy, completeness, or applicability of such
information.

Ambac is a Wisconsin-domiciled stock insurance corporation regulated by
the Office of the Commissioner of Insurance of the State of Wisconsin and
licensed to do business in 50 states, the District of Columbia, the Commonwealth
of Puerto Rico, and the Territory of Guam. Ambac primarily insures newly-issued
municipal and structured finance obligations. Ambac is a wholly-owned subsidiary
of Ambac Financial Group, Inc. (formerly AMBAC Inc.), a 100% publicly-held
company. Standard & Poor's and Fitch Ratings have each assigned a "AAA"
financial strength rating to Ambac and Moody's has assigned a "Aaa" financial
strength rating to Ambac.

The following are hereby incorporated by reference into this Prospectus
Supplement and shall be deemed to be a part hereof: (i) the consolidated
financial statements of the Policy Provider and its subsidiaries as of December
31, 2002 and December 31, 2001, and for each of the years in the three-year
period ended December 31, 2002, prepared in accordance with accounting
principles generally accepted in the United States of America, included in the
Annual Report on Form 10-K of Ambac Financial Group, Inc. (which was filed with
the Commission on March 28, 2003, SEC File Number 1-10777); (ii) the unaudited
consolidated financial statements of Ambac and its subsidiaries as of March 31,
2003 and for the periods ending March 31, 2003 and March 31, 2002 included in
the Quarterly Report on Form 10-Q of Ambac Financial Group, Inc. for the period
ended March 31, 2003 (which was filed with the Commission on May 15, 2003); and
(iii) the Current Reports on Form 8-K filed with the Commission on January 24,
2003, February 28, 2003, March 4, 2003, March 20, 2003, March 26, 2003, March
31, 2003 and April 21, 2003, as such reports related to Ambac. Any statement
contained in a document incorporated hereby by reference shall be modified or
superseded for the purposes of this Prospectus Supplement to the extent that a
statement contained in this Prospectus Supplement or in any other document
subsequently filed with the Commission that is also incorporated in this
Prospectus Supplement modifies or supersedes such statement. Any statement so
modified or superseded shall not be deemed, except as so modified or superseded,
to constitute a part of this Prospectus Supplement.

All documents filed by Ambac Financial Group, Inc. with the Commission
pursuant to Section 13(a), 13(c), 14, or 15(d) of the Exchange Act, including
any financial statements contained therein, subsequent to the date of this
Prospectus Supplement and prior to the termination of the offering of the Class
G Certificates, shall be deemed to be incorporated by reference into this
Prospectus Supplement and to be a part hereof from the respective dates of this
filing of those documents.

The following tables set forth the capitalization of Ambac as of
December 31, 2001, December 31, 2002, and March 31, 2003, in conformity with
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accounting principles generally accepted in the United States.

AMBAC FINANCIAL INFORMATION

AMBAC ASSURANCE CORPORATION AND SUBSIDIARIES
CONSOLIDATED CAPITALIZATION

TABLE
($ MILLION)

DECEMBER 31, DECEMBER 31, MARCH 31,
2001 2002 2003

(UNAUDITED)
Unearned premiums $1,790 $2,137 $2,174
Other liabilities 972 1,976 2,101
Total liabilities 2,762 4,113 4,275

Stockholders equity:

Common Stock 82 82 82
Additional paid-in capital 928 920 995
Accumulated other comprehensive income 81 231 237
Retained earnings 2,386 2,849 2,974
Total stockholder's equity 3,477 4,082 4,288
Total liabilities and stockholder's equity $6,239 $8,195 $8,563

For additional financial information concerning Ambac and its
subsidiaries, see the audited financial statements of Ambac and its subsidiaries
incorporated by reference herein. Copies of the filings with the Commission
relating to Ambac incorporated in this Prospectus Supplement as described above,
including the financial statements contained therein, and copies of Ambac's
annual statement for the year ended December 31, 2002 prepared on the basis of
accounting practices prescribed or permitted by the State of Wisconsin Office of
the Commissioner of Insurance are available, without charge, from Ambac. The
address of Ambac's administrative offices and its telephone number are One State
Street Plaza, 19th Floor, New York, New York 10004 and (212) 668-0340.

Ambac makes no representation regarding the Class G Certificates or the
advisability of investing in the Class G Certificates and makes no
representations regarding, nor has it participated in the preparation of, this
Prospectus Supplement other than the information supplied by Ambac and presented
under the heading "Description of the Policy Provider" and in the financial
statements of Ambac and the other filings by Ambac with the Commission
incorporated herein by reference.

IN THE EVENT THAT AMBAC WERE TO BECOME INSOLVENT, ANY CLAIMS ARISING
UNDER THE POLICY WOULD BE EXCLUDED FROM COVERAGE BY THE CONNECTICUT GUARANTY
ASSOCIATION.

USE OF PROCEEDS
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The proceeds from the sale of the Certificates of each Trust will be
used to purchase the Equipment Notes to be held by such Trust. American will use
the proceeds from the sale of the Equipment Notes for general corporate
purposes.

DESCRIPTION OF THE CERTIFICATES

The following summary of particular material terms of the Certificates
supplements (and, to the extent inconsistent therewith, replaces) the
description of the general terms and provisions of the Certificates set forth in
the Prospectus accompanying this Prospectus Supplement. The summary does not
purport to be complete and is qualified in its entirety by reference to all of
the provisions of the Basic Agreement, the Certificates, the Trust Supplements,
the Liquidity Facility, the Intercreditor Agreement, and the Policy, each of
which will be filed as an exhibit to a Current Report on Form 8-K to be filed by
American with the Commission.

Except as otherwise indicated, the following summary relates to each of
the Trusts and the Certificates issued by each Trust. The terms and conditions
governing each of the Trusts will be substantially the same, except as described
under "-- Subordination" below and elsewhere in this Prospectus Supplement and
except that the

principal amount and scheduled principal repayments of the Equipment Notes held
by each Trust and the interest rate and maturity date of the Equipment Notes
held by each Trust will differ. The references to Sections in parentheses in the
following summary are to the relevant Sections of the Basic Agreement unless
otherwise indicated.

GENERAL

Each Pass Through Certificate (collectively, the "Certificates™) will
represent a fractional undivided interest in one of the three American Airlines
2003-1 Pass Through Trusts: the "Class G Trust," the "Class C Trust," and the
"Class D Trust," and, collectively, the "Trusts." The Trusts will be formed
pursuant to a pass through trust agreement dated as of March 21, 2002 between
American and U.S. Bank Trust National Association (as successor trustee to State
Street Bank and Trust Company of Connecticut, National Association), as trustee
(the "Basic Agreement"), and three separate supplements thereto (each, a "Trust
Supplement" and, together with the Basic Agreement, collectively, the "Pass
Through Trust Agreements"). The trustee under the Class G Trust, the Class C
Trust, and the Class D Trust is referred to herein respectively as the "Class G
Trustee," the "Class C Trustee," and the "Class D Trustee," and collectively as
the "Trustees." The Certificates to be issued by the Class G Trust, the Class C
Trust, and the Class D Trust are referred to herein respectively as the "Class G
Certificates," the "Class C Certificates," and the "Class D Certificates." The
Class G Trust will purchase Series G Equipment Notes, the Class C Trust will
purchase Series C Equipment Notes, and the Class D Trust will purchase Series D
Equipment Notes. The holders of the Class G Certificates, the Class C
Certificates, and the Class D Certificates are referred to herein respectively
as the "Class G Certificateholders," the "Class C Certificateholders," and the
"Class D Certificateholders," and collectively as the "Certificateholders." The
initial principal balance of the Equipment Notes held by each Trust will equal
the original aggregate face amount of the Certificates of such Trust.

Each Certificate will represent a fractional undivided interest in the
Trust created by the Basic Agreement and the applicable Trust Supplement
pursuant to which such Certificate is issued. (Section 2.01) The property of
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each Trust (the "Trust Property") will consist of:

o subject to the Intercreditor Agreement, the Equipment Notes
acquired by such Trust, all monies at any time paid thereon
and all monies due and to become due thereunder;

o for the Class G Trust, monies receivable under the Policy;

o the rights of such Trust under the Intercreditor Agreement
(including all rights to receive monies and other property
payable thereunder);

o for the Class G Trust, monies receivable under the Liquidity
Facility; and

o funds from time to time deposited with the Trustee in accounts
relating to such Trust.

The Certificates represent interests in the respective Trusts only, and
all payments and distributions thereon will be made only from the Trust Property
of the related Trust. (Section 3.09) The Certificates do not represent
indebtedness of the Trusts, and references in this Prospectus Supplement to
interest accruing on the Certificates are included for purposes of computation
only. The Certificates do not represent an interest in or obligation of
American, the Trustees, the Subordination Agent, any of the Loan Trustees, or
any affiliate of any thereof. Each Certificateholder by its acceptance of a
Certificate agrees to look solely to the income and proceeds from the Trust
Property of the related Trust for payments and distributions on such
Certificates.

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

DISTRIBUTIONS OF PAYMENTS ON EQUIPMENT NOTES

The following description of distributions on the Certificates should
be read in conjunction with the description of the Intercreditor Agreement
because the Intercreditor Agreement may alter the following provisions in a
default situation. See "-- Subordination" and "Description of the Intercreditor
Agreement."

Payments of principal, Make -Whole Amount (if any), and interest on the
Equipment Notes or with respect to other Trust Property held in each Trust will
be distributed by the Trustee to Certificateholders of such Trust on the date
receipt of such payment is confirmed, except in the case of certain types of
Special Payments.

The Equipment Notes held in the Class G Trust will accrue interest at
the applicable rate per annum for the Class G Certificates set forth on the
cover page of this Prospectus Supplement. The Equipment Notes held in the Class
C Trust will initially accrue interest at the rate per annum of % and the
Equipment Notes held in the Class D Trust will initially accrue interest at the
rate per annum of %; provided that the interest rates with respect to the new
series C equipment notes and new series D equipment notes issued as described in
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"-— Possible Refunding of Series C Equipment Notes and Series D Equipment Notes"
may differ. Interest on the Equipment Notes will be payable semiannually on
January 9 and July 9 of each year, commencing on January 9, 2004. Such interest
payments will be distributed to Certificateholders of the related Trust on each
such date until the final Distribution Date for such Trust, subject to the
Intercreditor Agreement. Interest on the Equipment Notes will be calculated on
the basis of a 360-day year consisting of twelve 30-day months.

Distributions of interest applicable to the Class G Certificates will
be supported by the Liquidity Facility in an aggregate amount sufficient to
distribute interest on the Pool Balance thereof at the Stated Interest Rate on
up to three successive Regular Distribution Dates (without regard to any future
distributions of principal on such Certificates). The Liquidity Facility does
not provide for drawings thereunder to pay for principal or Make-Whole Amount
with respect to the Class G Certificates, any interest with respect to the Class
G Certificates in excess of the Stated Interest Rate, or principal, interest or
Make -Whole Amount with respect to the Certificates of any other Class.
Therefore, only the holders of the Class G Certificates will be entitled to
receive and retain the proceeds of drawings under the Liquidity Facility. See
"Description of the Liquidity Facility."

After use of all available funds under the Liquidity Facility or in the
Cash Collateral Account, the distribution of interest on the Class G
Certificates will be supported by the Policy. See "Description of the Policy and
the Policy Provider Agreement —-- The Policy."

Payments of principal on the Equipment Notes are scheduled to be
received by the Trustee in installments on January 9 and July 9 in certain
years, commencing on January 9, 2004 and ending on July 9, 2010.

Scheduled payments of interest on the Equipment Notes are referred to
herein as "Scheduled Payments," and January 9 and July 9 of each year are
referred to herein as "Regular Distribution Dates" (each Regular Distribution
Date and Special Distribution Date, a "Distribution Date"). See "Description of
the Equipment Notes —- Principal and Interest Payments." The "Final Legal
Distribution Date" for the Class G Certificates is January 9, 2012, and for the
Class C and Class D Certificates is July 9, 2010.

Payment of principal with respect to the Class G Certificates on the
Final Legal Distribution Date and, in certain limited circumstances, earlier,
will be supported by the Policy. See "Description of the Policy and the Policy
Provider Agreement -- The Policy."

The Trustee of each Trust will distribute, subject to the Intercreditor
Agreement, on each Regular Distribution Date to the Certificateholders of such
Trust all Scheduled Payments received in respect of Equipment Notes held on
behalf of such Trust, the receipt of which is confirmed by the Trustee on such
Regular Distribution Date. Each Certificateholder of each Trust will be entitled
to receive its proportionate share, based upon its fractional interest in such
Trust, subject to the Intercreditor Agreement, of any distribution in respect of
Scheduled Payments of principal or interest on Equipment Notes held on behalf of
such Trust. Each such distribution of Scheduled Payments will be made by the
applicable Trustee to the Certificateholders of record of the relevant Trust on
the record date applicable to such Scheduled Payment (generally, 15 days prior
to each Regular Distribution

Date) subject to certain exceptions. (Section 4.02(a)) If a Scheduled Payment is
not received by the applicable Trustee on a Regular Distribution Date but is
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received within five days thereafter, it will be distributed on the date
received to such holders of record. If it is received after such five-day
period, it will be treated as a Special Payment and distributed as described
below.

Any payment in respect of, or any proceeds of, any Equipment Note or
the Collateral under (and as defined in) any Indenture other than a Scheduled
Payment (each, a "Special Payment") will be distributed on, in the case of an
early redemption of any Equipment Note, the date of such early redemption (which
shall be a Business Day), and otherwise on the Business Day specified for
distribution of such Special Payment pursuant to a notice delivered by each
Trustee as soon as practicable after the Trustee has received funds for such
Special Payment (each a "Special Distribution Date"). Any such distribution will
be subject to the Intercreditor Agreement.

Each Trustee will mail a notice to the Certificateholders of the
applicable Trust stating the scheduled Special Distribution Date, the related
record date, the amount of the Special Payment and the reason for the Special
Payment. In the case of a redemption of the Series G Equipment Notes held in the
related Trust, such notice will be mailed not less than 15 days prior to the
date such Special Payment is scheduled to be distributed, and in the case of any
other Special Payment, such notice will be mailed as soon as practicable after
the Trustee has confirmed that it has received funds for such Special Payment.
(Section 4.02(c)) Each distribution of a Special Payment, other than Final
Distributions, on a Special Distribution Date for any Trust will be made by the
Trustee to the Certificateholders of record of such Trust on the record date

applicable to such Special Payment. (Section 4.02 (b)) See "-- Indenture Events
of Default and Certain Rights upon an Indenture Event of Default" and
"Description of the Equipment Notes —-- Redemption."

In the case of the distribution of proceeds from any "No Proceeds
Drawing" or "Avoidance Drawing" as described in "Description of the Policy and
the Policy Provider Agreement —-- The Policy," the Class G Trustee will mail a
notice to the Class G Certificateholders stating the scheduled Special
Distribution Date, the related record date, the amount of such distribution and
the reason for such distribution. Such notice will be mailed not less than 15
days prior to the date such proceeds are scheduled to be distributed. Each such
distribution shall be made by the Class G Trustee to the Class G
Certificateholders of record on the record date applicable to such distribution.
(Section 4.02(c))

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

Payment of Final Distributions for each Trust will be made only upon
presentation and surrender of the Certificates for such Trust at the office or
agency of the Trustee specified in the notice given by the Trustee of such Final
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Distributions. See "-- Termination of the Trusts" below. Distributions in
respect of Certificates issued in global form will be made as described in "--
Book-Entry Registration; Delivery and Form" below.

If any Distribution Date is a Saturday, a Sunday, or other day (i) on
which commercial banks are authorized or required by law to close in New York,
New York, Dallas, Texas, or the city and state in which the Trustee or any Loan
Trustee is located, (ii) solely with respect to draws under a Policy, on which
the Policy Provider, at its office specified in the Policy, the Policy
Provider's fiscal agent, at its office specified in the Policy or insurance
companies in New York, New York are authorized or required by law to close or
(iii) solely with respect to draw under the Liquidity Facility, which is not a
"Business Day" as defined in the Liquidity Facility (any other day being a

"Business Day"), distributions scheduled to be made on such Distribution Date
may be made on the next succeeding Business Day without additional interest.

SUBORDINATION

The Certificates are subject to subordination terms set forth in the
Intercreditor Agreement which vary depending upon whether a Triggering Event has
occurred. See "Description of the Intercreditor Agreement —-- Priority of
Distributions."

POOL FACTORS

The "Pool Balance" of the Certificates issued by any Trust indicates,
as of any date, the original aggregate face amount of the Certificates of such
Trust less the aggregate amount of all distributions made in respect of the
Certificates of such Trust, other than distributions made in respect of interest
or Make-Whole Amount thereon, or reimbursement of any costs and expenses
incurred in connection therewith. The Pool Balance of the Certificates issued by
any Trust as of any Distribution Date will be computed after giving effect to
any payment of principal on the Equipment Notes or other Trust Property held in
such Trust and the distribution thereof to be made on that date and, with
respect to the Class G Certificates, payments under the Policy made for the
benefit of the Class G Certificateholders (other than payments in respect of the
Liquidity Facility and interest on the Class G Certificates). (Section 1.01)

The "Pool Factor" for each Trust as of any date is the quotient
(rounded to the seventh decimal place) computed by dividing (i) the Pool Balance
as of such date by (ii) the original aggregate face amount of the Certificates
of such Trust. The Pool Factor for each Trust as of any Distribution Date will
be computed after giving effect to any payment of principal on the Equipment
Notes or other Trust Property held in such Trust and, in the case of the Class G
Trust, payment under the Policy (other than in respect of the Liquidity Facility
and interest on the Certificates of such Trust), and the distribution thereof to
be made on that date. (Section 1.01) The Pool Factor for each Trust will be
1.0000000 on the date of issuance of the Certificates; thereafter, the Pool
Factor for each Trust will decline as described herein to reflect reductions in
the Pool Balance of such Trust. The amount of a Certificateholder's pro rata
share of the Pool Balance of a Trust can be determined by multiplying the
original denomination of the Certificateholder's Certificate of such Trust by
the Pool Factor for such Trust as of the applicable Distribution Date. Notice of
the Pool Factor and the Pool Balance for each Trust will be mailed to
Certificateholders of such Trust on each Distribution Date. (Section 4.03)

The following table sets forth the aggregate principal amortization
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schedule for the Equipment Notes held in each Trust and resulting Pool Factors
with respect to such Trust. The actual aggregate principal amortization schedule
applicable to a Trust and the resulting Pool Factors with respect to such Trust
may differ from those set forth below because the scheduled distribution of
principal payments for any Trust would be affected if any Equipment Notes held
in such Trust are redeemed or if a default in payment of the principal of such
Equipment Notes occurred.

S-30
CLASS G TRUST CLASS C TRUST

SCHEDULED EXPECTED SCHEDULED EXPECTED SCHEDUL

PRINCIPAL POOL POOL POOL PRINCIP
DATE PAYMENTS FACTOR PAYMENTS FACTOR PAYMEN
Issuance Date $ 0 1.0000000 S 0 1.0000000 $
January 9, 2004 5,874,082 0.9769520 2,202,766 0.9769520 73
July 9, 2004 14,379,065 0.9205332 5,392,114 0.9205332 1,79
January 9, 2005 6,721,671 0.8941595 2,520,610 0.8941595 84
July 9, 2005 20,557,658 0.8134979 7,709,071 0.8134979 2,56
January 9, 2006 5,385,310 0.7923677 2,019,478 0.7923677 67
July 9, 2006 14,603,121 0.7350698 5,476,135 0.7350698 1,82
January 9, 2007 6,140,343 0.7109771 2,302,614 0.7109771 76
July 9, 2007 18,087,540 0.6400074 6,782,783 0.6400074 2,26
January 9, 2008 5,355,973 0.6189923 2,008,477 0.6189923 66
July 9, 2008 14,631,057 0.5615848 5,486,610 0.5615848 1,82
January 9, 2009 5,108,965 0.5415388 1,915,849 0.5415388 63
July 9, 2009 14,027,790 0.4864983 5,260,387 0.4864983 1,75
January 9, 2010 4,861,958 0.4674216 1,823,222 0.4674216 60
July 9, 2010 119,128,467 0.0000000 44,672,883 0.0000000 14,89

The Pool Factor and Pool Balance of each Trust will be recomputed if
there has been an early redemption or default in the payment of principal or
interest in respect of one or more of the Equipment Notes held in a Trust, as
described in "-- Indenture Events of Default and Certain Rights upon an
Indenture Event of Default," "-- Possible Refunding of Series C Equipment Notes
and Series D Equipment Notes," and "Description of the Equipment Notes —-—
Redemption." Notice of the Pool Factors and Pool Balances of each Trust as so
recomputed after giving effect to any Special Payment to Certificateholders
resulting from such an early redemption or default in respect of one or more
Equipment Notes will be mailed to Certificateholders of Certificates of the
related Trust with such Special Payment, as described in "-- Reports to
Certificateholders."

REPORTS TO CERTIFICATEHOLDERS

On each Distribution Date, the applicable Trustee will include with
each distribution by it of a Scheduled Payment or Special Payment to
Certificateholders of the related Trust a statement, giving effect to such
distribution to be made on such Distribution Date, setting forth the following
information (per $1,000 aggregate principal amount of Certificate as to items
(1) and (2) below):

(1) the amount of such distribution allocable to principal

(indicating any portion thereof paid by the Policy Provider in
the case of the Class G Certificates) and the amount allocable
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to Make-Whole Amount, if any;

(2) the amount of such distribution allocable to interest,
indicating any portion thereof paid by the Liquidity Provider
and/or Policy Provider in the case of the Class G
Certificates; and

(3) the Pool Balance and the Pool Factor for such Trust. (Trust
Supplements, Section 5.01)

As long as the Class G Certificates are registered in the name of Cede,
as nominee for DTC, on the record date prior to each Distribution Date, the
applicable Trustee will request from DTC a securities position listing setting
forth the names of all DTC Participants reflected on DTC's books as holding
interests in the Certificates on such record date. On each Distribution Date,
the applicable Trustee will mail to each such DTC Participant the statement
described above and will make available additional copies as requested by such
DTC Participant for forwarding to Certificate Owners. (Section 4.03(a))

In addition, after the end of each calendar year, the applicable
Trustee will prepare for each Certificateholder of each Trust at any time during
the preceding calendar year a report containing the sum of the amounts
determined pursuant to clauses (1) and (2) above with respect to the Trust for
such calendar year or, if such person was a Certificateholder during only a
portion of such calendar year, for the applicable portion of such calendar year,
and such other items as are readily available to such Trustee and which a
Certificateholder reasonably requests as necessary for the purpose of such
Certificateholder's preparation of its U.S. federal income tax returns. Such
report and such other items will be prepared with respect to the Class G
Certificates on the basis of information supplied to the applicable Trustee by
the DTC Participants and will be delivered by such Trustee to such DTC
Participants to be available for forwarding by such DTC Participants to
Certificate Owners. (Trust Supplements, Section 5.01 (b))

At such time, if any, as the Class G Certificates are issued in the
form of definitive certificates, the applicable Trustee will prepare and deliver
the information described above to each Certificateholder of record of each
Trust with respect to such Certificates as the name and period of record
ownership of such Certificateholder appears on the records of the registrar of
such Certificates.

INDENTURE EVENTS OF DEFAULT AND CERTAIN RIGHTS UPON AN INDENTURE EVENT OF
DEFAULT

Because the Equipment Notes issued under an Indenture will be held in
more than one Trust, a continuing Indenture Event of Default under such
Indenture would affect the Equipment Notes held by each such Trust. For a
description of the Indenture Events of Default under each Indenture, see
"Description of the Equipment Notes —-- Indenture Events of Default, Notice and
Waiver." There are no cross—acceleration provisions in the Indentures and the
only cross—-default provision in the Indentures is an event of default under each
Indenture which occurs if all amounts owing under any Equipment Note are not
paid in full on the Final Payment Date. Consequently, until the Final Payment
Date, events resulting in an Indenture Event of Default under any particular
Indenture may or may not result in an Indenture Event of Default under any other
Indenture. If an Indenture Event of Default occurs in fewer than all of the
Indentures related to a Trust, notwithstanding the treatment of Equipment Notes
issued under those Indentures under which an Indenture Event of Default has
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occurred, payments of principal and interest on those Equipment Notes issued
pursuant to Indentures with respect to which an Indenture Event of Default has
not occurred will continue to be made as originally scheduled and distributed to
the holders of the Certificates, subject to the Intercreditor Agreement. See
"Description of the Intercreditor Agreement -- Priority of Distributions."”

If the same institution acts as Trustee of multiple Trusts, in the
absence of instructions from the Certificateholders of any such Trust, such
Trustee could be faced with a potential conflict of interest upon an Indenture
Event of Default. In such event, each Trustee has indicated that it would resign
as Trustee of some or all such Trusts, and a successor trustee would be
appointed in accordance with the terms of the applicable Pass Through Trust
Agreement. U.S. Bank Trust National Association will be the initial Trustee
under each Trust.

Upon the occurrence and continuation of an Indenture Event of Default
under any Indenture, the Controlling Party will direct the Loan Trustee under
such Indenture in the exercise of remedies and may accelerate the Equipment
Notes issued under such Indenture and sell all (but not less than all) of such
Equipment Notes or the related Aircraft to any person, subject to certain
limitations. See "Description of the Intercreditor Agreement —-- Intercreditor
Rights —-- Sale of Equipment Notes or Aircraft." The proceeds of such sale will
be distributed pursuant to the provisions of the Intercreditor Agreement. Any
proceeds so distributed to any Trustee upon any such sale will be deposited in
the applicable Special Payments Account and will be distributed to the
Certificateholders of the applicable Trust on a Special Distribution Date.
(Sections 4.01 and 4.02) The market for Equipment Notes at the time of the
existence of an Indenture Event of Default may be very limited, and there can be
no assurance whether they could be sold or as to the price at which they could
be sold.

Any amount, other than Scheduled Payments received on a Regula r
Distribution Date or within five days thereafter, distributed to the Trustee of
any Trust by the Subordination Agent on account of the Equipment Notes or other
Trust Property held in such Trust following an Indenture Event of Default under
any Indenture will be deposited in the Special Payments Account for such Trust
and will be distributed to the Certificateholders of such Trust on a Special
Distribution Date. (Sections 4.01 and 4.02)

Any funds representing payments received with respect to any defaulted
Equipment Notes held in a Trust, or the proceeds from the sale of any Equipment
Notes, held by the Trustee in the Special Payments Account for such Trust will,
to the extent practicable, be invested and reinvested by such Trustee in certain
Permitted Investments pending the distribution of such funds on a Special
Distribution Date. (Section 4.04) "Permitted Investments" are defined as
obligations of the United States or agencies or instrumentalities thereof the
payment of which is backed by the full faith and credit of the United States and
which mature in not more than 60 days or such lesser time as is required for the
distribution of any such funds on a Special Distribution Date. (Section 1.01)

Each Pass Through Trust Agreement provides that the Trustee of the
related Trust will, within 90 days after the occurrence of a default (as defined
below) known to it, give to the Certificateholders of such Trust notice,
transmitted by mail, of such default, unless such default shall have been cured
or waived; provided that, (i) in the case of defaults not relating to the
payment of money, the Trustee shall not give such notice until the earlier of
the time at which such default becomes an "event of default" and the expiration
of 60 days from the occurrence of such default and (ii) except in the case of
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default in a payment of principal, Make -Whole Amount (if any), or interest on
any of the Equipment Notes held in such Trust, the applicable Trustee will be
protected in withholding such notice if it in good faith determines that the
withholding of such notice is in the interests of such Certificateholders.
(Section 7.02) The term "default" with respect to a Trust, for the purpose of
the provision described in this paragraph only, means an event that is, or after
notice or lapse of time or both would become, an event of default or a
Triggering Event with respect to such Trust. The term "event of default" with
respect to a Trust means an Indenture Event of Default under any Indenture
pursuant to which Equipment Notes held by such Trust were issued.

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

Subject to the Intercreditor Agreement, the holders of the Certificates
of a Trust evidencing fractional undivided interests aggregating not less than a
majority in interest of such Trust may on behalf of the holders of all the
Certificates of such Trust waive any past "default" or "event of default" under
the related Pass Through Trust Agreement and its consequences or, if the Trustee
of such Trust is the Controlling Party, may direct the Trustee to instruct the
applicable Loan Trustee to waive any past Indenture Event of Default and its
consequences; provided, however, the consent of each holder of a Certificate of
a Trust 1s required to waive (i) a default in the deposit of any Scheduled
Payment or Special Payment or in the distribution thereof, (ii) a default in
payment of the principal, Make-Whole Amount (if any), or interest with respect
to any of the Equipment Notes held in such Trust, and (iii) a default in respect
of any covenant or provision of the related Pass Through Trust Agreement that
cannot be modified or amended without the consent of each Certificateholder of
such Trust affected thereby. (Section 6.05) Each Indenture will provide that,
with certain exceptions, the holders of the majority in aggregate unpaid
principal amount of the Equipment Notes issued thereunder may on behalf of all
such Note Holders waive any past default or Indenture Event of Default
thereunder. Notwithstanding the foregoing provisions of this paragraph, however,
pursuant to the Intercreditor Agreement only the Controlling Party will be
entitled to waive any such past default or Indenture Event of Default.

PURCHASE RIGHTS OF CERTIFICATEHOLDERS

After the occurrence and during the continuation of a Triggering Event,
with ten days' prior written notice to the Trustee and each Certificateholder of
the same Class:

o subject to the last bullet of this paragraph, the Class C
Certificateholders (other than AMR Corporation, American or
any affiliate of American controlled by AMR Corporation (each,
an "American Entity")) will have the right to purchase all,
but not less than all, of the Class G Certificates;

o subject to the last bullet of this paragraph, the Class D
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Certificateholders (other than any American Entity) will have
the right to purchase all, but not less than all, of the Class
G Certificates and the Class C Certificates;

o subject to the last bullet of this paragraph, if the Class E
Certificates are issued as described under "-- Possible
Issuance of Series E Equipment Notes," the Class E

Certificateholders (other than any American Entity) will have
the right to purchase all, but not less than all, of the Class
G Certificates, Class C Certificates, and Class D
Certificates; and

o whether or not the Certificateholders of any Class have
purchased or elected to purchase the Class G Certificates, the
Policy Provider (unless a Policy Provider Default has
occurred) shall have the right to purchase all, but not less
than all, of the Class G Certificates. Once the Policy
Provider has purchased the Class G Certificates, the Class C
Certificateholders, Class D Certificateholders and Class E
Certificateholders, if any, will no longer have the right to
purchase the Class G Certificates on the terms described
herein.

In each case the purchase price for a Class of Certificates will be
equal to the Pool Balance of such Class plus accrued and undistributed interest
thereon to the date of purchase, without any Make-Whole Amount but including
any other amounts then due and payable to the Certificateholders of such Class.
Such purchase right may be exercised by any Certificateholder of the Class or
Classes entitled to such right. In each case, if prior to the end of the ten-day
notice period, any other Certificateholder of the same Class notifies the
purchasing Certificateholder that the other Certificateholder wants to
participate in such purchase, then such other Certificateholder may join with
the purchasing Certificateholder to purchase the Certificates pro rata based on
the interest in the Trust held by each Certificateholder. (Trust Supplements,
Section 4.01)

PTC EVENT OF DEFAULT

A " PTC Event of Default" with respect to any Class of Certificates
means the failure to distribute within ten Business Days after the applicable
Distribution Date either:

o the outstanding Pool Balance of such Class of Certificates on
the Final Legal Distribution Date for such Class (unless, in
the case of the Class G Certificates, the Subordination Agent
shall have made a drawing under the Policy in an amount
sufficient to pay such outstanding Pool Balance and shall have
distributed such amount to the Class G Trustee); or

o interest scheduled for distribution on such Class of
Certificates on any Distribution Date (unless, in the case of
the Class G Certificates, the Subordination Agent has made an
Interest Drawing, a withdrawal from the Cash Collateral
Account or a drawing under the Policy in an amount sufficient
to pay such interest and has distributed such amount to the
Trustee entitled thereto).

Any failure to make expected principal distributions with respect to
any Class of Certificates on any Regular Distribution Date (other than the Final
Legal Distribution Date) will not constitute a PTC Event of Default with respect
to such Certificates.
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A PTC Event of Default with respect to the most senior outstanding
Class of Certificates resulting from an Indenture Event of Default under all
Indentures will constitute a Triggering Event. For a discussion of the
consequences of the occurrence of a Triggering Event, see "Description of the
Intercreditor Agreement —-- Priority of Distributions."

MERGER, CONSOLIDATION, AND TRANSFER OF ASSETS

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

o the surviving successor or transferee entity shall, if and to
the extent required under Section 1110 of the United States
Bankruptcy Code (the "Bankruptcy Code") in order that the Loan
Trustee shall continue to be entitled to any benefits of
Section 1110 with respect to an Aircraft, hold an air carrier
operating certificate issued by the Secretary of
Transportation pursuant to Chapter 447 of Title 49 of the
United States Code relating to aviation (the "Transportation
Code") ;

o the surviving successor or transferee entity expressly assumes
all of the obligations of American contained in the operative
documents to which American is a party; and

o American has delivered a certificate and an opinion or
opinions of counsel indicating that such transaction, in
effect, complies with such conditions.

In addition, after giving effect to such transaction, no Indenture
Event of Default shall have occurred and be continuing. (Section 5.02;
Participation Agreements, Section 6.02)

MODIFICATION OF THE PASS THROUGH TRUST AGREEMENTS AND CERTAIN OTHER AGREEMENTS

Each Pass Through Trust Agreement contains provisions permitting
American and the Trustee to enter into a supplement to such Pass Through Trust
Agreement or, at the request of American, permitting the execution of amendments
or supplements to the Intercreditor Agreement, the Participation Agreements, the
Liquidity Facility, the Policy, or the Policy Provider Agreement, without the
consent of the holders of any of the Certificates of such Trust (but, in the
case of certain of the following relating to the Class G Trust, subject to the
prior written consent of the Policy Provider) to, among other things:

o provide for the formation of a Trust and the issuance of a
series of Certificates or to add, or to change or eliminate,
any provision affecting a series of Certificates not yet
issued;

o evidence the succession of another corporation or entity to
American and the assumption by such corporation or entity of
American's obligations under such Pass Through Trust
Agreement, Participation Agreements, Liquidity Facility, or
Policy Provider Agreement;

o add to the covenants of American for the benefit of holders of
such Certificates or surrender any right or power conferred
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upon American in such Pass Through Trust Agreement,
Intercreditor Agreement, Participation Agreements, Liquidity
Facility, Policy, or Policy Provider Agreement;

cure any ambiguity or correct any mistake or inconsistency
contained in the Certificates of any Class, such Pass Through
Trust Agreement, Intercreditor Agreement, Participation
Agreements, Liquidity Facility, Policy, or Policy Provider
Agreement;

make or modify any other provision with respect to matters or
questions arising under the Certificates of any Class, such
Pass Through Trust Agreement, Intercreditor Agreement,
Participation Agreements, Liquidity Facility, Policy, or
Policy Provider Agreement as American may deem necessary or
desirable and that will not materially adversely affect the
interests of the holders of such Certificates;

comply with any requirement of the Commission, any applicable
law, rules, or regulations of any exchange or quotation system
on which the Certificates are listed (or to facilitate any
listing of any Certificates on any exchange or quotation
system) or of any regulatory body;

modify, eliminate, or add to the provisions of such Pass
Through Trust Agreement, Intercreditor Agreement,
Participation Agreements, Liquidity Facility, Policy, or
Policy Provider Agreement to the extent necessary in
connection with, or to continue, the qualification, to the
extent necessary, of such Pass Through Trust Agreement
(including any supplemental agreement), Intercreditor
Agreement, Participation Agreements, Liquidity Facility,
Policy, Policy Provider Agreement or any other agreement or
instrument related to the Certificates of any Class under the
Trust Indenture Act of 1939, as amended (the "Trust Indenture
Act") or under any similar Federal statute and add to such
Pass

Through Trust Agreement, Intercreditor Agreement,
Participation Agreements, Liquidity Facility, Policy, or
Policy Provider Agreement such other provisions as may be
expressly permitted by the Trust Indenture Act;

provide for a successor Trustee under such Pass Through Trust
Agreement and add to or change any of the provisions of such
Pass Through Trust Agreement, Intercreditor Agreement,
Participation Agreements, Liquidity Facility, Policy, or
Policy Provider Agreement as necessary to facilitate the
administration of the Trusts under such Pass Through Trust
Agreement by more than one Trustee or, as provided in the
Intercreditor Agreement, to provide for one or more liquidity
facilities for such Trust;

provide certain information to the Trustee as required in such
Pass Through Trust Agreement;

add to or change the Certificates of any Class, the Basic
Agreement and any Trust Supplement to facilitate the issuance
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of any Certificates in bearer form or to facilitate or provide
for the issuance of any Certificates in global form in
addition to or in place of Certificates in certificated form;

o modify, eliminate, or add to the provisions of such Pass
Through Trust Agreement, Intercreditor Agreement,
Participation Agreements, Liquidity Facility, Policy, or
Policy Provider Agreement to the extent necessary to provide
for the issuance of new class C and/or new class D
certificates as described in "-- Possible Refunding of Series
C Equipment Notes and Series D Equipment Notes";

o provide for the delivery of Certificates or any supplement to
such Pass Through Trust Agreement in or by means of any
computerized, electronic, or other medium, including computer
diskette;

o provide for the guarantee by AMR Corporation or another entity
of one or more Indentures, one or more Series of Equipment
Notes or of Series E Equipment Notes (other than in connection
with the issuance of new series C or new series D equipment
notes, or Series E Equipment Notes, subject to obtaining
written confirmation from each Rating Agency that the
provision of such guarantee will not result in a withdrawal or
downgrading of the rating of any Certificates (without regard
to the Policy in the case of the Class G Certificates));

o correct or supplement the description of any property of any
Trust;
o modify, eliminate, or add to the provisions of such Pass

Through Trust Agreement or Participation Agreements to reflect
the substitution of a substitute aircraft for any Aircraft;
and

o make any other modifications or amendments to the Basic
Agreement; provided that such amendments or modifications
shall only apply to pass through certificates of one or more
series to be issued thereafter;

provided, however, that, unless there shall have been obtained from each Rating
Agency written confirmation that such supplement would not result in a reduction
of the then current rating for Certificates of the relevant Trust or a
withdrawal or suspension of the rating of any Class of Certificates, American
shall provide the Trustee of the relevant Trust with an opinion of counsel to
the effect that such supplement will not cause such Trust to be treated as other
than a grantor trust for U.S. federal income tax purposes, unless a PTC Event of
Default shall have occurred and be continuing, in which case such opinion shall
be to the effect that such supplement will not cause such Trust to become an
association taxable as a corporation for U.S. federal income tax purposes.
(Section 9.01)

Each Pass Through Trust Agreement also contains provisions permitting
the execution, with the consent of the holders of the Certificates of the
related Trust evidencing fractional undivided interests aggregating not less
than a majority in interest of such Trust, of supplemental agreements adding any
provisions to or changing or eliminating any of the provisions of such Pass
Through Trust Agreement, the Intercreditor Agreement, the Participation
Agreements, the Liquidity Facility, the Policy, or the Policy Provider Agreement
to the extent applicable to such Certificateholders or modifying the rights of
the Certificateholders of such Trust, except that no such supplemental agreement
may, without the consent of the holder of each Certificate affected thereby:
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o reduce in any manner the amount of, or delay the timing of,
any receipt by the Trustee of payments on the Equipment Notes
held in such Trust, or distributions in respect of any
Certificate of such Trust, or change the date or place of any
payment or change the coin or currency in which such
Certificate is payable, or impair the right of any
Certificateholder of such Trust to institute suit for the
enforcement of any such payment when due;

o permit the disposition of any Equipment Note held in such
Trust or otherwise deprive such Certificateholders of the
benefit of ownership of Equipment Notes in such Trust, except
as provided in such Pass Through Trust Agreement, the
Intercreditor Agreement, or the Liquidity Facility;

o alter the priority of distributions specified in the
Intercreditor Agreement in a manner materially adverse to such
Certificateholders;

o reduce the percentage of the aggregate fractional undivided
interests of the Trust provided for in such Pass Through Trust
Agreement, the consent of the holders of which is required for
any such supplemental agreement or for any waiver or
modification provided for in such Pass Through Trust
Agreement;

o cause such Trust to become an association taxable as a
corporation for U.S. federal income tax purposes; or

o terminate or modify the Policy.

If a Trustee, as holder (or beneficial owner through the Subordination
Agent) of any Equipment Note in trust for the benefit of the Certificateholders
of the relevant Trust or as Controlling Party under the Intercreditor Agreement,
receives (directly or indirectly through the Subordination Agent) a request for
a consent to any amendment, modification, waiver, or supplement under any
Indenture, any Participation Agreement, any Equipment Note, or any other related
document, the Trustee will forthwith send a notice of such proposed amendment,
modification, waiver, or supplement to each Certificateholder of the relevant
Trust registered on the register of such Trust as of the date of such notice and
to the Policy Provider. The Trustee will request from the Certificateholders or
the Policy Provider, as the case may be, a direction as to:

o whether or not to take or refrain from taking (or direct the
Subordination Agent to take or refrain from taking) any action
that a Note Holder or the Controlling Party has the option to
take or direct;

o whether or not to give or execute (or direct the Subordination
Agent to give or execute) any waivers, consents, amendments,
modifications, or supplements as a Note Holder or as
Controlling Party; and

o how to vote (or direct the Subordination Agent to vote) any
Equipment Note if a vote has been called for with respect
thereto.
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If the Certificateholders are entitled to direct the respective Trustee
and such a request for Certificateholder direction has been made, in directing
any action or casting any vote or giving any consent as the holder of any
Equipment Note (or in directing the Subordination Agent in any of the
foregoing) :

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

o as the Controlling Party, the Trustee will vote as directed in
such Certificateholder direction by the Certificateholders
evidencing fractional undivided interests aggregating not less
than a majority in interest in the relevant Trust. (Section
10.01)

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

Pursuant to the Intercreditor Agreement, with respect to any Indenture
at any given time, the Loan Trustee under such Indenture will be directed in
taking, or refraining from taking, any action thereunder or with respect to the
Equipment Notes issued under such Indenture by the Subordination Agent (as
directed by the Controlling Party). (Intercreditor Agreement, Section 2.06 and
8.01 (b)) Any Trustee acting as Controlling Party will direct the Subordination
Agent as such Trustee is directed by Certificateholders evidencing fractional
undivided interests aggregating not less than a majority in interest in the
relevant Trust. (Basic Agreement Section 10.01) Notwithstanding the foregoing,
no amendment, modification, consent or waiver of any Indenture, Equipment Note,
Participation Agreement or other related document will, without the consent of
the Liquidity Provider, the Policy Provider and the Trustee of each Trust (other
than any Trust all of the Certificates of which are held or beneficially owned
by American Entities) whose Certificateholders would be affected thereby, (i)
reduce the amount of principal or interest payable by American under any
Equipment Note issued under any Indenture or delay the timing of any such
payment, (ii) create any lien with respect to any collateral prior to or pari
passu with the lien of the related Indenture or deprive any holder of an
Equipment Note issued under such Indenture of the benefit of the lien of such

48



Edgar Filing: AMERICAN AIRLINES INC - Form 424B3

Indenture upon the related collateral, or (iii) reduce the percentage in
principal amount of the outstanding Equipment Notes issued under any Indenture
required to take or approve any action under such Indenture. (Intercreditor
Agreement, Section 8.01 (b)) See "-- Indenture Events of Default and Certain
Rights upon an Indenture Event of Default" for a description of the rights of
the Certificateholders of each Trust to direct the respective Trustees.

POSSIBLE ISSUANCE OF SERIES E EQUIPMENT NOTES

American may elect to issue Series E Equipment Notes in connection with
some or all of the Aircraft, which would be funded from sources other than this
offering. American may elect to fund the sale of the Series E Equipment Notes
through the sale of Pass Through Certificates (the "Class E Certificates")
issued by a Class E American Airlines 2003-1 Pass Through Trust (the "Class E
Trust"). American will not issue any Series E Equipment Notes at any time prior
to the consummation of this offering. The ability to issue any Series E
Equipment Notes is contingent upon obtaining written confirmation from each
Rating Agency that the issuance of such Series E Equipment Notes would not
result in a withdrawal or downgrading of the rating of any rated Class of
Certificates (without regard, in the case of Class G Certificates, to the
Policy). If the Class E Certificates are issued, the Class E Trust will become a
party to the Intercreditor Agreement, and the Class E Certificates would be
subordinated in right of distribution to the Class G, Class C, and Class D
Certificates. See "Description of the Intercreditor Agreement." In addition,
after the occurrence and during the continuance of a Triggering Event, the
holders of the Class E Certificates (the "Class E Certificateholders") would
have certain rights to purchase the Class G, Class C, and Class D Certificates.
See "-- Purchase Rights of Certificateholders." If Series E Equipment Notes are
issued to any person or entity other than the Class E Trust, such Series E
Equipment Notes will nevertheless be subject to the provisions of the
Intercreditor Agreement that allow the Controlling Party, during the continuance
of an Indenture Event of Default, to direct the Loan Trustee in taking action
under the applicable Indenture. (Intercreditor Agreement, Section 8.01(c))

POSSIBLE REFUNDING OF SERIES C EQUIPMENT NOTES AND SERIES D EQUIPMENT NOTES

Under certain conditions, including those set forth below, American may
elect to prepay all outstanding Series C Equipment Notes and all outstanding
Series D Equipment Notes. The conditions to such a prepayment (a "Refunding ")
include:

o A written confirmation from each Rating Agency that the
Refunding will not result in a withdrawal or downgrading (a
"Ratings Confirmation") of the rating then in effect for the

Class G Certificates (without regard to the Policy).

o Issuance by American of new series C and series D equipment
notes, issuance and sale of corresponding new certificates
from corresponding new pass through trusts and execution of
new documentation substantially in the form of the respective
agreements and instruments relating to the Series C and Series
D Equipment Notes being prepaid and the trusts being
terminated. In each case the new arrangements may be effected
with changes, amendments, modifications, and supplements to
relevant agreements and instruments that may be necessary or
advisable to implement changes to the economic terms of the
new series C and series D equipment notes (as described below)
and conforming and clarifying changes to reflect the Refunding
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transactions.

o Sale of at least one class of new pass through certificates to
persons unaffiliated with American.

The proceeds from the issuance and sale of such new certificates by
such new pass through trusts will be used to acquire from American the new
equipment notes to be held by such pass through trusts.

The economic terms of any new series of equipment notes may differ from
the economic terms of the corresponding series of prepaid Series C or Series D
Equipment Notes insofar as:

o the interest rate of all new equipment notes of either or both
series may be changed (provided that the interest rate of all
equipment notes of a series shall be the same), and either or
both series may provide for specified increases and decreases
in the stated interest rate under stated circumstances
(provided the interest rate on the new series C equipment
notes may not exceed 20% per annum) or, solely in the case of
the new series D equipment notes, may provide for floating
rate interest;

o the principal amount of the new equipment notes may be
increased or decreased; provided that the principal amount of
equipment notes of a new series for a given Aircraft may not
increase or decrease by more than 20% of the principal amount
of the corresponding prepaid Series C or Series D Equipment
Notes;

o the maturity date of all new equipment notes of a series may
be made earlier or later by not more than one year before or
after the original maturity date of the corresponding prepaid
Series C and Series D Equipment Notes; and

o the amount of premium on prepayment of either or both series
of new equipment notes may be changed.

Following a Refunding, if a series of new equipment notes has been
purchased by a new pass through trust with proceeds of new certificates of such
pass through trust that were sold to persons unaffiliated with American, such
new series of equipment notes may be prepaid only under the circumstances
described under "Description of the Equipment Notes -- Redemption." American may
arrange for a liquidity facility for a new class C pass through trust, such
liquidity facility to have substantially the same terms as the Liquidity
Facility for the Class G Trust and the liquidity provider of such liquidity
facility to have the same priority distribution rights as the Liquidity Provider
for the Class G Trust to amounts distributable under the Intercreditor
Agreement. American may not arrange for a liquidity facility for a new class D
pass through trust.

If Series D Equipment Notes are prepaid in connection with a Refunding
of Series C and Series D Equipment Notes and new series D equipment notes are
purchased by a new pass through trust with proceeds of new certificates that
were sold to persons affiliated with American, such new series D equipment notes
may be prepaid as part of a subsequent Refunding in which additional new class D
certificates are sold to persons unaffiliated with American. In lieu of
prepaying both the Series C and Series D Equipment Notes, American will have the
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right to prepay only the Series C Equipment Notes, in which case the conditions
relating to Series D Equipment Notes shall not be applicable. American may
thereafter prepay the Series D Equipment Notes, in which case the conditions
described above will be applicable to the Series D Equipment Notes and the
Ratings Confirmation in respect of the related Refunding shall also apply to the
Class C Certificates. Each party to the Intercreditor Agreement will agree to
cooperate with American at American's reasonable request to carry out the
purpose of the foregoing provisions on the terms and conditions set forth above.
Appropriate amendments to reflect the Refunding transactions described above may
be made to the Pass Through Trust Agreements, the Intercreditor Agreement, the
Participation Agreements, the Indentures and the Liquidity Facility, in each
case, without the consent of any Certificateholder. (Intercreditor Agreement,
Exhibit A)

TERMINATION OF THE TRUSTS

The obligations of American and the applicable Trustee with respect to
a Trust will terminate upon the distribution to Certificateholders of such Trust
of all amounts required to be distributed to them pursuant to the applicable
Pass Through Trust Agreement and the disposition of all property held in such
Trust. The applicable Trustee will mail to each Certificateholder of record of
such Trust notice of the termination of such Trust, the amount of the proposed
final payment and the proposed date for the distribution of such final payment
for such Trust. Payment of Final Distributions to any Certificateholder of such
Trust will be made only upon surrender of such Certificateholder's Certificates
at the office or agency of the applicable Trustee specified in such notice of
termination. (Section 11.01)

THE TRUSTEES

The Trustee for each Trust initially will be U.S. Bank Trust National
Association. The Trustee's address is U.S. Bank Trust National Association, 225
Asylum Street, Goodwin Square, Hartford, Connecticut 06103, Attention: Corporate
Trust Division.

With certain exceptions, the Trustee makes no representations as to the
validity or sufficiency of the Basic Agreement, the Trust Supplements, the
Certificates, the Equipment Notes, the Indentures, the Intercreditor Agreement,
the Participation Agreements, the Liquidity Facility, the Policy, or other
related documents. (Sections 7.04 and 7.15) The Trustee of any Trust will not be
liable to the Certificateholders of such Trust for any action taken or omitted
to be taken by it in good faith in accordance with the direction of the holders
of a majority in face amount of outstanding Certificates of such Trust. Subject
to certain provisions, the Trustee will be under no obligation to exercise any
of its rights or powers under any Pass Through Trust Agreement at the request of
any holders of Certificates issued thereunder unless there has been offered to
the Trustee reasonable security or indemnity against the costs, expenses and
liabilities which might be incurred by such Trustee in exercising such rights or
powers. (Section 7.03(e)) Each Pass Through Trust Agreement provides that the
applicable Trustee in its individual or any other capacity may acquire and hold
Certificates issued thereunder and, subject to certain conditions, may otherwise
deal with American with the same rights it would have if it were not the
Trustee. (Section 7.05)

BOOK-ENTRY REGISTRATION; DELIVERY AND FORM

Upon issuance, each of the Class G Certificates will be represented by
one or more fully registered global certificates. Each global certificate will
be deposited with, or on behalf of, The Depository Trust Company (" DTC") and
registered in the name of Cede & Co. ("Cede"), the nominee of DTC. DTC has
informed American as follows: DTC is a limited-purpose trust company organized
under the New York Banking Law, a "banking organization" within the meaning of
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the New York Banking Law, a member of the Federal Reserve System, a "clearing
corporation" 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 holds securities that its participants ("DTC Participants")
deposit with DTC. DTC also facilitates the settlement among DTC Participants of
securities

S-40

transactions, such as transfers and pledges, in deposited securities through
electronic computerized book-entry changes in DTC Participants' accounts,
thereby eliminating the need for physical movement of securities certificates.
DTC Participants include securities brokers and dealers, banks, trust companies
and clearing corporations, and certain other organizations. DTC is owned by a
number of DTC Participants and by the New York Stock Exchange, Inc., the
American Stock Exchange LLC, and the National Association of Securities Dealers,
Inc. Access to the DTC system is also available to others such as securities
brokers and dealers, banks, and trust companies that clear through or maintain a
custodial relationship with a DTC Participant, either directly or indirectly
("Indirect Participants"). See "Description of the Pass Through Certificates --
Book-Entry Registration" in the Prospectus for a discussion of the book-entry
procedures applicable to the Class G Certificates and the limited circumstances
under which definitive certificates may be issued for the Class G Certificates.

So long as such book-entry procedures are applicable, no person
acquiring an interest in the Class G Certificates (a "Certificate Owner") will
be entitled to receive a certificate representing such person's interest in such
Certificates. Unless and until definitive certificates are issued under the
limited circumstances described in the Prospectus, all references in this
Prospectus Supplement to actions by Certificateholders of the Class G
Certificates shall refer to actions taken by DTC upon instructions from DTC
Participants, and all references to distributions, notices, reports, and
statements to such Certificateholders will refer, as the case may be, to
distributions, notices, reports, and statements to DTC or Cede, as the
registered holder of such Certificates, or to DTC Participants for distribution
to Certificate Owners in accordance with DTC procedures.

Neither American nor the Trustee will have any responsibility or
liability for any aspect of the records relating to or payments made on account
of beneficial ownership interests in the Class G Certificates held by Cede, as
nominee for DTC, or for maintaining, supervising, or reviewing any records
relating to such beneficial ownership interests or for the performance by DTC,
any DTC Participant, or any Indirect Participant of their respective obligations
under the rules, regulations, and procedures creating and affecting DTC and its
operations or any other statutory, regulatory, contractual, or customary
procedures governing their operations.

DESCRIPTION OF THE LIQUIDITY FACILITY

The following summary describes material terms of the Liquidity
Facility and certain provisions of the Intercreditor Agreement relating to the
Liquidity Facility. The summary supplements (and, to the extent inconsistent
therewith, replaces) the description of the general terms and provisions
relating to the Liquidity Facility and the Intercreditor Agreement and the
description of credit enhancements set forth in the Prospectus. The summary does
not purport to be complete and is qualified in its entirety by reference to all
of the provisions of the Liquidity Facility and the Intercreditor Agreement,
each of which will be filed as an exhibit to a Current Report on Form 8-K to be
filed by American with the Commission. Initially, there will be no liquidity
facility available with respect to the Class C and Class D Certificates. In

52



Edgar Filing: AMERICAN AIRLINES INC - Form 424B3

connection with a refunding of the Series C Equipment Notes, a liquidity
facility may be provided for the new class C pass through trust.

GENERAL

The liquidity provider for the Class G Trust (the "Liquidity Provider")
will enter into a revolving credit agreement (the "Liquidity Facility") with the
Subordination Agent with respect to such Trust. Under the Liquidity Facility,
the Liquidity Provider will, if necessary, make one or more advances ("Interest
Drawings") to the Subordination Agent in an aggregate amount sufficient to make
distributions of interest in respect of the Pool Balance of the Class G
Certificates on up to three consecutive Regular Distribution Dates at the
interest rate shown on the cover page of this Prospectus Supplement (the "Stated
Interest Rate"). If interest payment defaults occur that exceed the amount
covered by or available under the Liquidity Facility, the Certificateholders of
the Class G Trust will bear their allocable share of the deficiencies to the
extent that there are no other sources of funds. The initial Liquidity Provider
may be replaced by one or more other entities under certain circumstances.

DRAWINGS

The initial Maximum Available Commitment available under the Liquidity
Facility will be $

Except as otherwise provided below, the Liquidity Facility will enable
the Subordination Agent to make Interest Drawings thereunder on any Regular
Distribution Date in order to make interest distributions then scheduled for the
Class G Certificates at the Stated Interest Rate to the extent that the amount,
if any, available to the Subordination Agent on such Regular Distribution Date
is not sufficient to pay such interest. The maximum amount available to be drawn
under the Liquidity Facility on any Regular Distribution Date to fund any
shortfall of interest on Class G Certificates will not exceed the then Maximum
Available Commitment.

The "Maximum Available Commitment" at any time under the Liquidity
Facility is an amount equal to the then Required Amount of the Liquidity
Facility less the aggregate amount of each Interest Drawing then outstanding
under the Liquidity Facility at such time, provided that following a Downgrade
Drawing, a Final Drawing, or a Non-Extension Drawing under a Liquidity Facility,
the Maximum Available Commitment under the Liquidity Facility shall be zero.

The "Required Amount" under the Liquidity Facility on any day is the
aggregate amount sufficient to pay interest on the Pool Balance of the Class G
Certificates at the Stated Interest Rate on the three successive Regular
Distribution Dates following such date or, if such day is a Regular Distribution
Date, on such day and the two succeeding Regular Distribution Dates, in either
case calculated without regard to expected future distributions of principal on
such Class of Certificates. The Pool Ba lance for purposes of the definition of
Required Amount, if any Policy Provider Election has been made, shall be deemed
to be reduced by the amount (if positive) by which (a) the outstanding principal
balance of each Series G Equipment Note in respect of which such Policy Provider
Election has been made shall exceed (b) the amount of any Policy Drawing
previously paid by the Policy Provider in respect of principal of such Series G
Equipment Note.

The Liquidity Facility does not provide for drawings thereunder to pay
principal or Make-Whole Amount with respect to the Class G Certificates, or to
pay principal, interest or Make -Whole Amount with respect to the Certificates
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of any other Class. The Liquidity Facility does not provide for drawings
thereunder to pay interest with respect to the Class G Certificates in excess of
an amount equal to three full semiannual installments of interest on the Class G
Certificates calculated at the Stated Interest Rate. (Liquidity Facility,
Section 2.02; Intercreditor Agreement, Section 3.06)

Each payment by the Liquidity Provider will reduce by the same amount
the Maximum Available Commitment, subject to reinstatement as hereinafter
described. With respect to any Interest Drawing, upon reimbursement of the
Liquidity Provider in full or in part for the amount of such Interest Drawing
plus accrued interest thereon, the Maximum Available Commitment under the
Ligquidity Facility will be reinstated by the amount reimbursed but not to exceed
the then Required Amount; provided, however, the Liquidity Facility will not be
so reinstated at any time if (a) both (i) a Liquidity Event of Default shall
have occurred and be continuing and (ii) less than 65% of the then aggregate
outstanding principal amount of all Equipment Notes are Performing Equipment
Notes or (b) a Final Drawing shall have occurred. Any amounts paid by the Policy
Provider to the Liquidity Provider as described in "Description of the
Intercreditor Agreement —-- Intercreditor Rights —-- Controlling Party" will not
reinstate the Liquidity Facility, but any reimbursement of such amounts received
by the Policy Provider under the distribution provisions of the Intercreditor
Agreement will reinstate the Liquidity Facility to the extent of such
reimbursement unless (a) both (i) a Liquidity Event of Default shall have
occurred and be continuing and (ii) less than 65% of the then aggregate
outstanding principal amount of all Equipment Notes are Performing Equipment
Notes or (b) a Final Drawing shall have occurred. (Liquidity Facility, Section
2.02(a); Intercreditor Agreement, Section 3.06(g)) With respect to any other
drawings under the Liquidity Facility, amounts available to be drawn thereunder
are not subject to reinstatement. Following each reduction of the Pool Balance
for the Class G Trust, the Required Amount of the Liquidity Facility will be
reduced automatically to an amount sufficient to pay interest on the Pool
Balance of the Class G Trust on the next three successive Regular Distribution
Dates (without regard to expected future distributions of principal of such
Certificates) at the Stated Interest Rate. (Liquidity Facility, Section 2.04)

"Performing Equipment Note" means an Equipment Note issued pursuant to
an Indenture with respect to which no payment default has occurred and is
continuing (without giving effect to any acceleration); provided that in the
event of a bankruptcy proceeding in which American is a debtor under the
Bankruptcy Code, (1) any payment default occurring before the date of the order
of relief in such proceeding will not be taken into consideration during the
60-day period under Section 1110 (a) (2) (A) of the Bankruptcy Code (or such longer
period (not to exceed an

additional 75 days) as may apply under Section 1110 (b) of the Bankruptcy Code)
(the "Section 1110 Period"), (ii) any payment default occurring after the date
of the order of relief in such proceedings will not be taken into consideration
if (x) on or before the expiry of the Section 1110 Period American shall have
entered into an agreement of the kind described in Section 1110 (a) (2) (A) of the
Bankruptcy Code with respect to such Equipment Note and (y) such payment default
is cured under Section 1110 (a) (2) (B) of the Bankruptcy Code before the later of
30 days after the date of such default or the expiration of the Section 1110
Period, and (iii) any payment default occurring after the Section 1110 Period
will not be taken into consideration if (x) on or before the expiry of the
Section 1110 Period American shall have entered into an agreement of the kind
described in Section 1110 (a) (2) (A) of the Bankruptcy Code with respect to such
Equipment Note and (y) such payment default is cured before the end of the grace
period, if any, set forth in the related Indenture. (Intercreditor Agreement,
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Section 1.01)
REPLACEMENT OF LIQUIDITY FACILITY

If at any time (i) the short-term issuer credit rating (with respect to
Standard & Poor's) or the short-term unsecured debt rating (with respect to
Moody's) of the Liquidity Provider (or if the Liquidity Provider does not have
such a rating issued by a given Rating Agency, the long-term issuer credit
rating (with respect to Standard & Poor's) or the long-term unsecured debt
rating (with respect to Moody's) of the Liquidity Provider) or, if applicable,
the short-term issuer credit rating (with respect to Standard & Poor's) or the
short-term unsecured debt rating (with respect to Moody's) of any guarantor of
the obligations of the Liquidity Provider issued by either Rating Agency is
lower than the Threshold Rating or (ii) any guarantee of the Liquidity
Provider's obligations under the Liquidity Facility becomes invalid or
unenforceable, the Liquidity Facility may be replaced by a Replacement Facility
subject to receipt of the Rating Agencies' written confirmation of their
respective ratings (without regard to the Policy) then in effect of the Class G
Certificates (before downgrading of such ratings, if any, as a result of
downgrading of the Liquidity Provider or, if applicable, the downgrading of any
guarantor of the obligations of the Liquidity Provider or any such guarantee
becoming invalid or unenforceable). If the Liquidity Facility is not replaced
with a Replacement Facility within 10 days after the date of the downgrading or
such guarantee becoming invalid or unenforceable, the Subordination Agent will
draw the then Maximum Available Commitment under the Liquidity Facility (the
"Downgrade Drawing"). The Subordination Agent will deposit the proceeds of any
Downgrade Drawing into a cash collateral account (the "Cash Collateral Account")
for the Class G Certificates and will use these proceeds for the same purposes
and under the same circumstances and subject to the same conditions as cash
payments of Interest Drawings under the Liquidity Facility would be used.
(Liquidity Facility, Section 2.02(c); Intercreditor Agreement, Sections 3.06(c)
and 3.06(f))

A "Replacement Facility" for the Liquidity Facility will mean an
irrevocable revolving credit agreement (or agreements) in substantially the form
of the replaced Liquidity Facility, including reinstatement provisions, or in
such other form (which may include a letter of credit, surety bond, financial
insurance policy, or guaranty) as will permit the Rating Agencies to confirm in
writing their respective ratings then in effect for the Class G Certificates
(before downgrading of such ratings, if any, as a result of the downgrading of
the Liquidity Provider (without regard to the Policy) or, if applicable, the
downgrading of any guarantor of the obligations of the Liquidity Provider or any
such guarantee becoming invalid or unenforceable), in a face amount (or in an
aggregate face amount) equal to the amount sufficient to pay interest on the
Pool Balance of the Class G Certificates (at the Stated Interest Rate, and
without regard to expected future principal distributions) on the three Regular
Distribution Dates following the date of replacement of the Liquidity Facility,
or, if such date is a Regular Distribution Date, on such day and the two Regular
Distribution Dates following such day, and issued by a person (or persons)
having debt ratings (or whose guarantor, if applicable, has debt ratings) issued
by both Rating Agencies that are equal to or higher than the Threshold Rating.
(Intercreditor Agreement, Section 1.01) The provider of any Replacement Facility
will have the same rights (including, without limitation, priority distribution
rights and rights as Controlling Party) under the Intercreditor Agreement as the
replaced Liquidity Provider.

"Threshold Rating" means (i) a short-term unsecured debt rating of P-1
in the case of Moody's and a short-term issuer credit rating of A-1 in the case
of Standard & Poor's and (ii) in the case of any person who does not have a
short —-term unsecured debt rating from Moody's or a short-term issuer credit
rating from Standard & Poor's, then in lieu of such rating from such Rating
Agency or Rating Agencies, a long-term unsecured debt rating of Al in the case
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of Moody's and a long-term issuer credit rating of A+ in the case of Standard &
Poor's.

The Liquidity Facility provides that the Liquidity Provider's
obligations thereunder will expire on the earliest of:

o 364 days after the initial issuance date of the Class G
Certificates (counting from, and including, such issuance
date) ;

o the date on which the Subordination Agent delivers to the

Liquidity Provider a certification that (x) Final
Distributions on all of the Class G Certificates have been
paid in full or provision has been made for such payment, (y)
each of the Indentures has been terminated or (z) the Class G
Certificates are no longer entitled to the benefits of the
Liquidity Facility;

o the date on which the Subordination Agent delivers to the
Liquidity Provider a certification that a Replacement Facility
has been substituted for the Liquidity Facility;

o the fifth Business Day following receipt by the Subordination
Agent of a Termination Notice from the Liquidity Provider (see
"-— Liquidity Events of Default"); and

o the date on which no amount is or may (including by reason of

reinstatement) become available for drawing under the
Liquidity Facility.

The Liquidity Facility provides that it may be extended if the
Liquidity Provider advises the Subordination Agent to this effect in accordance
with the terms of the Liquidity Facility.

The Intercreditor Agreement will provide for the replacement of the
Liquidity Facility if the Liquidity Facility is scheduled to expire earlier than
15 days after the Final Legal Distribution Date for the Class G Certificates and
the Liquidity Facility is not extended at least 25 days prior to its then
scheduled expiration date. If the Liquidity Facility is not so extended or
replaced by the 25th day prior to its then scheduled expiration date, the
Subordination Agent shall request a drawing in full up to the then Maximum
Available Commitment under the Liquidity Facility (the "Non-Extension Drawing").
The Subordination Agent will hold the proceeds of the Non-Extension Drawing in
the Cash Collateral Account as cash collateral to be used for the same purposes
and under the same circumstances, and subject to the same conditions, as cash
payments of Interest Drawings under the Liquidity Facility would be used.
(Liquidity Facility, Section 2.02(b); Intercreditor Agreement, Sections 3.06(d)
and 3.06(f))

Subject to certain limitations, American may, at its option, arrange
for a Replacement Facility at any time to replace the Liquidity Facility
(including without limitation any Replacement Facility described in the
following sentence). In addition, if the Liquidity Provider determines not to
extend the Liquidity Facility, then the Liquidity Provider may, at its option,
arrange for a Replacement Facility acceptable to American to replace the
Liquidity Facility during the period no earlier than 40 days and no later than
25 days prior to the then scheduled expiration date of the Liquidity Facility.
If a Replacement Facility is provided at any time after a Downgrade Drawing or a
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Non-Extension Drawing under the Liquidity Facility, the funds with respect to
the Liquidity Facility on deposit in the Cash Collateral Account will be
returned to the Liquidity Provider being replaced. (Intercreditor Agreement,
Section 3.06(e))

Upon receipt by the Subordination Agent of a Termination Notice (as
defined under "-- Liquidity Events of Default" below) with respect to the
Liquidity Facility fro m the Liquidity Provider, the Subordination Agent shall
request a final drawing (a "Final Drawing"”) under the Liquidity Facility in an
amount equal to the then Maximum Available Commitment thereunder. The
Subordination Agent will hold the proceeds of the Final Drawing in the Cash
Collateral Account as cash collateral to be used for the same purposes and under
the same circumstances, and subject to the same conditions, as cash payments of
Interest Drawings under the Liquidity Facility would be used. (Liquidity
Facility, Section 2.02(d); Intercreditor Agreement, Sections 3.06(f) and
3.06(1))

Drawings under the Liquidity Facility will be made by delivery by the
Subordination Agent of a notice in the form required by the Liquidity Facility.
Upon receipt of such notice, the Liquidity Provider is obligated to make payment
of the drawing requested thereby in immediately available funds. Upon payment by
the Liquidity Provider

of the amount specified in any drawing under the Liquidity Facility, the
Liquidity Provider will be fully discharged of its obligations under the
Liquidity Facility with respect to such drawing and will not thereafter be
obligated to make any further payments under the Liquidity Facility in respect
of such drawing to the Subordination Agent or any other person.

REIMBURSEMENT OF DRAWINGS

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

INTEREST DRAWINGS AND FINAL DRAWINGS

Amounts drawn under the Liquidity Facility by reason of an Interest
Drawing or Final Drawing (each, a "Drawing") will be immediately due and payable
to the Liquidity Provider, together with interest on the amount of such drawing.
From the date of such Drawing to (but excluding) the third business day
following the Liquidity Provider's receipt of the notice of such Drawing,
interest will accrue at the Base Rate plus 2.50% per annum. Thereafter, interest
will accrue at Liquidity Facility LIBOR for the applicable interest period plus
2.50% per annum.

"Base Rate" means a fluctuating interest rate per annum in effect from
time to time, which rate per annum shall at all times be equal to the weighted
average of the rates on overnight Federal funds transactions with members of the
Federal Reserve System arranged by Federal funds brokers, as published for each
day in the period for which the Base Rate is to be determined (or, if such day
is not a business day, for the next preceding business day) by the Federal
Reserve Bank of New York, or if such rate is not so published for any day that
is a business day, the average of the quotations for such day for such
transactions received by the Liquidity Provider from three Federal funds brokers
of recognized standing selected by it plus one quarter of one percent (0.25%)
per annum.
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"Liquidity Facility LIBOR" means, with respect to any interest period,
the rate per annum appearing on display page 3750 (British Bankers Association
—-— LIBOR) of the Dow Jones Markets Service (or any successor or substitute
therefor) at approximately 11:00 A.M. (London time) two London business days
before the first day of such interest period as the rate for dollar deposits
with a maturity comparable to such interest period, or if such rate is not
available, a rate per annum determined by certain alternative methods.

DOWNGRADE DRAWINGS AND NON-EXTENSION DRAWINGS

The amount drawn under the Liquidity Facility by reason of a Downgrade
Drawing or a Non-Extension Drawing and deposited in the Cash Collateral Account
will be treated as follows:

o such amount will be released on any Distribution Date to the
Liquidity Provider to pay any obligations to the Liquidity
Provider to the extent such amount exceeds the Required
Amount;

o any portion of such amount withdrawn from the Cash Collateral
Account to pay interest distributions on the Class G
Certificates will be treated in the same way as Interest
Drawings; and

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

Any Downgrade Drawing or Non-Extension Drawing under the Liquidity
Facility, other than any portion thereof applied to the payment of interest
distributions on the Certificates, will bear interest (x) subject to clause (y)
below, at a rate equal to (i) from the date of such drawing to (but excluding)
the third Business Day following the Liquidity Provider's receipt of the notice
of such Downgrade Drawing or Non-Extension Drawing, at the Base Rate and (ii)
thereafter, at Liquidity Facility LIBOR for the applicable period plus, in each
case, a margin equal to the then effective commitment fee and (y) from and after
the date, if any, on which it is converted into a Final Drawing as described
below under "-- Liquidity Events of Default," at a rate equal to Liquidity
Facility LIBOR for the applicable interest period plus 2.50% per annum.

LIQUIDITY EVENTS OF DEFAULT

Events of default under the Liquidity Facility (each, a "Liquidity

Event of Default") will consist of:
o the acceleration of all the Equipment Notes; or
o certain bankruptcy or similar events involving American.

(Liquidity Facility, Section 1.01)

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

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

o the Subordination Agent will request promptly, and the
Liquidity Provider will honor, a Final Drawing thereunder in
an amount equal to the then Maximum Available Commitment
thereunder;

o any Drawing remaining unreimbursed as of the date of
termination will be converted automatically into a Final
Drawing under the Liquidity Facility; and

o all amounts outstanding under the Liquidity Facility will
become immediately due and payable to the Liquidity Provider.

Notwithstanding the foregoing, the Subordination Agent will be
obligated to pay amounts owing to the Liquidity Provider only to the extent of
funds available therefor after giving effect to the payments in accordance with
the provisions set forth under "Description of the Intercreditor Agreement -—-—
Priority of Distributions." (Liquidity Facility, Section 6.01; Intercreditor
Agreement, Section 2.01 (b))

Upon the circumstances described under "Description of the

Intercreditor Agreement-- Intercreditor Rights," the Liquidity Provider may
become the Controlling Party with respect to the exercise of remedies under the
Indentures. (Intercreditor Agreement, Section 2.06(c))

LIQUIDITY PROVIDER

The initial Liquidity Provider will be Citibank, N.A., although
American and Citibank, N.A. intend to replace Citibank, N.A. as the Liquidity
Provider as soon as feasible.

DESCRIPTION OF THE POLICY AND THE POLICY PROVIDER AGREEMENT

The following summary describes certain terms of the Policy and certain
material provisions of the Policy Provider Agreement relating to the Policy. The
summary does not purport to be complete and is qualified in its entirety by
reference to all of the provisions of the Policy, which will be filed as an
exhibit to a Current Report on Form 8-K to be filed by American with the
Commission. Certain defined terms used in this summary are defined below under
"-— Definitions."

THE POLICY

The Policy Provider will issue a certificate guaranty insurance policy
(the "Policy") in favor of the Subordination Agent for the benefit of the
holders of the Class G Certificates and the Liquidity Provider, with respect to
certain interest payments. The Policy will not cover any amounts payable on any
other Class of Certificates. The Intercreditor Agreement directs the
Subordination Agent to make a drawing under the Policy for the Class G
Certificates under the following five circumstances:

INTEREST DRAWINGS

If, on any Regular Distribution Date (other than the Final Legal
Distribution Date) for the Class G Certificates, after giving effect to
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o the application of funds in accordance with the priorities set
forth under "Description of the Intercreditor Agreement —-—
Priority of Distributions,"

o any drawings paid under the Liquidity Facility in respect of
accrued interest on the Class G Certificates, and

o any withdrawal of funds from the Cash Collateral Account in
respect of such interest,

the Subordination Agent does not then have sufficient funds available for the
payment of all amounts of interest scheduled for distribution on the Class G
Certificates at the Stated Interest Rate, the Subordination Agent is to request
a Policy Drawing under the Policy in an amount sufficient to enable the
Subordination Agent to distribute such interest.

PROCEEDS DEFICIENCY DRAWING

If the Subordination Agent receives a Special Payment consisting of
proceeds of the Disposition of any Defaulted Series G Equipment Note or the
Collateral under (and as defined in) the related Indenture and (if such
Disposition occurs prior to a Policy Provider Election with respect to such
Defaulted Series G Equipment Note) after giving effect to the application of
Prior Funds, the Subordination Agent does not have sufficient funds available to
reduce the outstanding Pool Balance for the Class G Certificates by an amount
equal to the outstanding principal amount of such Defaulted Series G Equipment
Note (determined immediately prior to receipt of such Disposition proceeds) plus
accrued and unpaid interest on the amount of such reduction at the Stated
Interest Rate from the immediately preceding Regular Distribution Date, then on
any Special Distribution Date elected by the Subordination Agent upon 20 days
notice to the Policy Provider, the Policy Provider will pay to the Subordination
Agent an amount sufficient to enable the Subordination Agent, after giving
effect to the application of such Disposition proceeds and (if such Disposition
occurs prior to a Policy Provider Election with respect to such Defaulted Series
G Equipment Note) Prior Funds, the amount, if any, required to reduce the Pool
Balance of the Class G Certificates by an amount equal to the outstanding
principal amount of such Defaulted Series G Equipment Note (less the amount of
any Policy Drawings previously paid by the Policy Provider in respect of
principal on such Defaulted Series G Equipment Note) plus accrued and unpaid
interest on the amount of reduction at the Stated Interest Rate from the
immediately preceding Regular Distribution Date.

NO PROCEEDS DRAWING

On the first Business Day (which shall be a Special Distribution Date)
that is 24 months after the last date on which full payment was made on a Series
G Equipment Note as to which there has subsequently been a failure to pay
principal or that has been accelerated, if there has not previously been a
Proceeds Deficiency Drawing as described in the preceding paragraph with respect
to such Equipment Note, then on that Special Distribution Date the Subordination
Agent will request a drawing under the Policy in an amount equal to the then
outstanding principal amount of such Defaulted Series G Equipment Note plus
accrued and unpaid interest thereon at the Stated Interest Rate from the
immediately preceding Regular Distribution Date to such Special Distribution
Date. The Subordination Agent is to give prompt notice to each Trustee,
American, the Liquidity Provider, and the Policy Provider establishing the
Special Distribution Date, which notice is to be given not less than 25 days
prior to such Special Distribution Date. After the payment by the Policy
Provider in full of the requested drawing, the Subordination Agent will have no
right to make any further drawing under the Policy in respect of the Defaulted
Series G Equipment Note except for an Avoidance Drawing as described below.

60



Edgar Filing: AMERICAN AIRLINES INC - Form 424B3
S-47

Notwithstanding the foregoing, at the end of any such 24-month period
the Policy Provider may, so long as no Policy Provider Default shall have
occurred and be continuing, by giving notice to the Subordination Agent at least
five days prior to the end of such 24-month period, elect (the "Policy Provider
Election") instead to pay:

o on such Special Distribution Date an amount equal to the
scheduled principal and interest payable but not paid on the
Defaulted Series G Equipment Note (without regard to the
acceleration thereof) during such 24-month period (after
giving effect to the application of funds received from the
Liquidity Facility and the Cash Collateral Account with
respect to such interest) and

o thereafter, on each Regular Distribution Date, an amount equal
to the scheduled principal and interest payable on the
Defaulted Series G Equipment Note on the related payment date
(without regard to any acceleration thereof or any funds
available under the Liquidity Facility or the Cash Collateral
Account) until the establishment of an Election Distribution
Date or of a Special Distribution Date as provided in the next
paragraph.

Following a Policy Provider Election, on any Business Day (which shall
be a Special Distribution Date) elected by the Policy Provider upon 20 days
notice to the Subordination Agent, the Policy Provider may (notwithstanding the
Policy Provider Election) request the Subordination Agent to, and the
Subordination Agent shall, make a Policy Drawing for an amount equal to the then
outstanding principal balance of the Defaulted Series G Equipment Note (less any
drawings previously paid by the Policy Provider in respect of principal on such
Defaulted Series G Equipment Note) and accrued and unpaid interest thereon at
the Stated Interest Rate from the immediately preceding Regular Distribution
Date to such Special Distribution Date.

Further, after a Policy Provider Election, following the occurrence and
continuation of a Policy Provider Default, the Subordination Agent shall be
required on a Special Distribution Date specified by the Subordination Agent
upon 20 days notice to the Policy Provider (such specified Special Distribution
Date, an "Election Distribution Date") to make a Policy Drawing under the Policy
for an amount equal to the then outstanding principal balance of the Defaulted
Series G Equipment Note (less any Policy Drawings previously paid by the Policy
Provider in respect of principal on such Defaulted Series G Equipment Note) and
accrued and unpaid interest thereon at the Stated Interest Rate from the
immediately preceding Regular Distribution Date to such Election Distribution
Date.

Regardless of whether or not the Policy Provider makes a Policy
Provider Election, the Policy Provider shall, at the end of the 24-month period,
honor drawings by the Liquidity Provider in respect of interest accruing on the
outstanding drawings of the Liquidity Facility from and after the end of such
24-month period as and when such interest becomes due in accordance with the
Liquidity Facility.

FINAL POLICY DRAWING
If on the Final Legal Distribution Date of the Class G Certificates,

after giving effect to the application of funds in accordance with the
priorities set forth under "Description of the Intercreditor Agreement -—-—
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Priority of Distributions," and the application of any Prior Funds, the
Subordination Agent does not then have sufficient funds available for the
payment in full of Final Distributions (calculated as at such date but excluding
any unpaid Make-Whole Amount) on the Class G Certificates, the Subordination
Agent shall request a Policy Drawing under the Policy in an amount sufficient to
enable the Subordination Agent to pay in full such Final Distributions
(calculated as at such date but excluding any unpaid Make-Whole Amount or
interest thereon) on the Class G Certificates.

AVOIDANCE DRAWING

If at any time the Subordination Agent has actual knowledge of the
issuance of any Order prior to the expiration of the Policy, the Subordination
Agent is to give prompt notice to each Trustee, American, the Liquidity
Provider, and the Policy Provider of such Order and establish as a Special
Distribution Date the date that is the earlier of the third Business Day that
immediately precedes the expiration of the Policy and the Business Day that
immediately follows the 25th day after the Subordination Agent's notice. With
respect to that Special Distribution

Date, the Subordination Agent is to request a Policy Drawing for the relevant
Preference Amount and to deliver to the Policy Provider a copy of the
documentation required by such Policy with respect to such Order.

GENERAL

All requests by the Subordination Agent for a Policy Drawing under the
Policy are to be made by the Subordination Agent no later than 1:00 p.m. (New
York City time) on (or, in the case of any Preference Amount, at least three
Business Days prior to) the applicable Distribution Date in the form required by
the Policy and delivered to the Policy Provider in accordance with the Policy.
All proceeds of any Policy Drawing are to be deposited by the Subordination
Agent in the policy account established by the Subordination Agent pursuant to
the Intercreditor Agreement (the "Policy Account") and used by the Class G
Trustee for distribution to the holders of the Class G Certificates without
regard to the subordination provisions of the Intercreditor Agreement. In the
case of any Preference Amounts, however, all or part of the Policy Drawing will
be paid directly to the receiver, conservator, debtor-in-possession, or trustee
in bankruptcy to the extent such amounts have not been paid by the
Certificateholders. If any request for a Policy Drawing is rejected because it
does not satisfy the requirements of the relevant Policy, the Subordination
Agent will be required to resubmit the request so as to satisfy those
requirements.

The Policy provides that if such a request by the Subordination Agent
for a policy drawing is properly submitted or resubmitted it will pay to the
Subordination Agent for deposit in the Policy Account the applicable payment
under such Policy no later than 4:00 p.m. on the later of the relevant
Distribution Date and the date the request is received by the Policy Provider
(if the request is received by 1:00 p.m. on such date) or on the next Special
Distribution Date (if the request is received after that time).

The Policy Provider will be subrogated to all of the rights of the
holders of the Class G Certificates to payment on the Class G Certificates to
the extent of the payments made under the Policy. Once any payment made under
the Policy is received by the Subordination Agent, the Policy Provider will have
no further obligation in respect of those payments, regardless of whether or not
the funds are properly distributed by the Subordination Agent or the Class G
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Trustee. The Policy Provider shall not be required to make any payment except at
the times and in the amounts expressly set forth in the Policy.

The Policy does not cover (i) shortfalls, if any, attributable to the
liability of the Class G Trust, the Class G Trustee, or the Subordination Agent
for withholding taxes, if any (including interest and penalties in respect of
that liability), (ii) any Make -Whole Amount that at any time may become due on
or with respect to the Class G Certificates, (iii) any premium, prepayment
penalty or other accelerated payment, which at any time becomes due on or with
respect to any Class G Certificate or (iv) any failure of the Subordination
Agent or the Trustee to make any payment due to the holders of the Class G
Certificates for the Class G Trust from funds received.

The Policy is noncancellable. The Policy expires and terminates without
any action on the part of the Policy Provider or any other person on the date
that is one year and one day following the date on which Final Distributions are
fully paid on the Class G Certificates, unless an Insolvency Proceeding exists,
in which case the Policy expires and terminates on the later of (i) the date of
the conclusion or dismissal of such Insolvency Proceeding without continuing
jurisdiction by the court in such Insolvency Proceeding and (ii) the date on
which the Policy Provider has made all payments required to be made under the
terms of such Policy in respect of a Preference Amount. No portion of the
premium under the Policy is refundable for any reason.

The Policy shall be construed under the laws of the State of New York.
DEFINITIONS

"Insolvency Proceeding" means the commencement of any bankruptcy,
insolvency, readjustment of debt, reorganization, marshalling of assets and
liabilities, or similar proceedings by or against American or the Liquidity
Provider and the commencement of any proceedings by American or the Liquidity
Provider for the winding up or liquidation of its affairs or the consent to the
appointment of a trustee, conservator, receiver, or liquidator in any
bankruptcy, insolvency, readjustment of debt, reorganization, marshalling of
assets and liabilities, or similar proceedings of or relating to American or the
Liquidity Provider.

"Order"means a final, non-appealable order of a court of competent
jurisdiction exercising jurisdiction in an insolvency proceeding providing for
recovery of a Preference Amount.

"Preference Amount" means any payment of principal of, or interest at
the applicable Stated Interest Rate on, the Series G Equipment Notes made to the
Class G Trustee or the Subordination Agent or (without duplication) any payment
of the Pool Balance of, or interest at the applicable State Interest Rate on,
the Class G Certificates (or any payment of the proceeds of any drawing under
the Liquidity Facility in respect of the Class G Certificates) made to a holder
which has become recoverable or had been recovered from the Class G Trustee, the
Subordination Agent or the holders (as the case may be) as a result of such
payment being determined or deemed a preferential transfer pursuant to the
United States Bankruptcy Code or otherwise rescinded or required to be returned
in accordance with an Order, provided that Preference Amount shall not include
any amounts that were or are required to be deducted in respect of taxes from
the related preferential transfer.

THE POLICY PROVIDER AGREEMENT
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The Subordination Agent, American, the Class G Trustee, and the Policy
Provider will enter into an insurance and indemnity agreement (the "Policy
Provider Agreement") to be dated as of the Issuance Date. Under the Policy
Provider Agreement, the Subordination Agent will agree to reimburse the Policy
Provider for Policy Drawings paid under the Policy. These rights to

reimbursement from the Subordination Agent are subject, pursuant to the terms of

the Policy Provider Agreement and the Intercreditor Agreement, to the priorities
set forth in the Intercreditor Agreement. Under certain circumstances, American
will directly reimburse the Policy Provider for drawings paid under the Policy
to the extent not reimbursed under the Intercreditor Agreement. Pursuant to a
policy fee letter (the "Policy Fee Letter"), American and the Subordination
Agent (but without duplication) will agree to pay the Policy Provider a premium
for the Policy and any other amounts due under the Policy Fee Letter.

DESCRIPTION OF THE INTERCREDITOR AGREEMENT

The following summary describes certain materia 1 provisions of the

Intercreditor Agreement (the "Intercreditor Agreement") among the Trustees, the
Ligquidity Provider, the Policy Provider, and U.S. Bank Trust National
Association, as subordination agent (the "Subordination Agent"). The summary

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

INTERCREDITOR RIGHTS
GENERAL

The Equipment Notes relating to each Trust will be issued to and
registered in the name of the Subordination Agent as agent and trustee for the
Trustee of such Trust.

CONTROLLING PARTY

With respect to any Indenture at any given time, the Loan Trustee under
such Indenture will be directed in taking, or refraining from taking, any action
thereunder or with respect to the Equipment Notes issued under such Indenture by
the Subordination Agent acting at the direction of the Controlling Party. For so
long as the Subordination Agent is the registered holder of the Equipment Notes
and neither the Policy Provider nor the Liquidity Provider is the Controlling
Party, the Subordination Agent will act with respect to the preceding sentence
in accordance with the directions of the Trustee acting as Controlling Party.
(Intercreditor Agreement, Sections 2.06 and 8.01 (b)) Any such Trustee acting as
Controlling Party will direct the Subordination Agent as directed by
Certificateholders evidencing fractional undivided interests aggregating not
less than a majority in interest in the relevant Trust. (Basic Agreement,
Section 10.01)

Notwithstanding the foregoing, no amendment, modification, consent or
waiver will, without the consent of the Liquidity Provider, the Policy Provider
and the Trustee (other than the Trustee of any Trust all of the certificates of
which are held or beneficially owned by one or more American Entities) of each
Trust whose Certificateholders would be affected thereby, reduce the amount of
principal or interest payable by American under any Equipment Note issued under
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any Indenture or delay the timing of such payment. (Intercreditor Agreement,
Section 8.01 (b)) See "Description of the Certificates -- Indenture Events of
Default and Certain Rights upon an Indenture Event of Default" for a description
of the rights of the Certificateholders of each Trust to direct the respective
Trustees.

Subject to the following paragraph, if Final Distributions have not
been paid in full to the holders of the Class G Certificates or if any
obligations payable to the Policy Provider under the Intercreditor Agreement
remain outstanding, so long as no Policy Provider Default has occurred and is
continuing, the Policy Provider will be the "Controlling Party." At any other
time the "Controlling Party" will be:

o if Final Distributions have not been paid in full to the
holders of the Class G Certificates, the Class G Trustee;

o if Final Distributions have been paid in full to the holders
of Class G Certificates, but not to the holders of the Class C
Certificates, the Class C Trustee; and

o if Final Distributions have been paid in full to the holders
of Class G and Class C Certificates, the Class D Trustee.

At any time after 18 months from the earliest to occur of (x) the date
on which the entire available amount under the Liquidity Facility has been drawn
(for any reason other than a Downgrade Drawing or a Non-Extension Drawing) and
remains unreimbursed, (y) the date on which the entire amount of any Downgrade
Drawing or Non-Extension Drawing has been withdrawn from the Cash Collateral
Account to pay interest on the Class G Certificates or has been converted into a
Final Drawing and remains unreimbursed and (z) the date on which all Equipment
Notes have been accelerated (provided that in the event of a bankruptcy
proceeding under the U.S. Bankruptcy Code in which American is a debtor, any
amounts payable in respect of Equipment Notes which have become immediately due
and payable by declaration or otherwise will not be considered accelerated for
purposes of this clause (z) until the expiration of the 60-day period under
Section 1110(a) (2) (A) of the Bankruptcy Code or such longer period as may apply
under Section 1110(a) (2) (B) or Section 1110(b) of the Bankruptcy Code), the
Liquidity Provider (but not if it has defaulted in its obligation to make any
advance under the Liquidity Facility) will have the right to become the
Controlling Party with respect to any Indenture; provided that if the Policy
Provider pays to the Liquidity Provider all outstanding drawings and interest
thereon owing to the Liquidity Provider under the Liquidity Facility as of the
end of such 18 month period, the Policy Provider shall remain the Controlling
Party so long as no Policy Provider Default has occurred and is continuing and
the Policy Provider thereafter pays to the Liquidity Provider all subsequent
drawings, together with accrued interest thereon, under the Liquidity Facility
as and when such obligations become due (and if a Policy Provider Default has
occurred and is continuing, the Liquidity Provider, if it so elects, shall
become the Controlling Party). (Intercreditor Agreement, Section 2.06) In the
event there is more than one liquidity provider, the liquidity provider with the
greater amount of unreimbursed obligations owing to it under its liquidity
facility would have the right to become the Controlling Party, subject to the
payment right of the Policy Provider described in the proviso of the immediately
preceding sentence.

For purposes of giving effect to the rights of the Controlling Party,
the Trustees (other than the Controlling Party) shall irrevocably agree, and the
Certificateholders (other than the Certificateholders represented by the
Controlling Party) will be deemed to agree by virtue of their purchase of
Certificates, that the Subordination Agent, as record Note Holder, will exercise
its voting rights in respect of the Equipment Notes as directed by the
Controlling Party. (Intercreditor Agreement, Sections 2.06 and 8.01 (b)) For a
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description of certain limitations on the Controlling Party's rights to exercise
remedies, see "-- Sale of Equipment Notes or Aircraft" and "Description of the
Equipment Notes —-- Remedies."

"Final Distributions" means, with respect to the Certificates of any
Trust on any Distribution Date, the sum of (x) the aggregate amount of all
accrued and unpaid interest in respect of such Certificates and (y) the Pool
Balance of such Certificates as of the immediately preceding Distribution Date.
For purposes of calculating Final

Distributions with respect to the Certificates of any Trust, any Make-Whole
Amount paid on the Equipment Notes held in such Trust that has not been
distributed to the Certificateholders of such Trust (other than such Make-Whole
Amount, or a portion thereof applied to the distributions of interest on the
Certificates of such Trust or the reduction of the Pool Balance of such Trust)
shall be added to the amount of such Final Distributions. (Intercreditor
Agreement, Section 1.01)

"Policy Provider Default" shall mean the occurrence of any of the
following events: (a) the Policy Provider fails to make a payment required under
the Policy in accordance with its terms and such failure remains unremedied for
two Business Days following the delivery of written notice of such failure to
the Policy Provider, (b) the Policy Provider (i) files any petition or commences
any case or proceeding under any provisions of any federal or state law relating
to insolvency, bankruptcy, rehabilitation, ligquidation, or reorganization, (ii)
makes a general assignment for the benefit of its creditors, or (iii) has an
order for relief entered against it under any federal or state law relating to
insolvency, bankruptcy, rehabilitation, liquidation, or reorganization that is
final and nonappealable, or (c) a court of competent jurisdiction, the Wisconsin
Department of Insurance or another competent regulatory authority enters a final
and nonappealable order, judgment, or decree (i) appointing a custodian,
trustee, agent, or receiver for the Policy Provider or for all or any material
portion of its property or (ii) authorizing the taking of possession by a
custodian, trustee, agent, or receiver of the Policy Provider (or taking of
possession of all or any material portion of the Policy Provider's property).

SALE OF EQUIPMENT NOTES OR AIRCRAFT

Following the occurrence and during the continuation of any Indenture
Event of Default under any Indenture, the Controlling Party may direct the
Subordination Agent, which in turn will direct the Loan Trustee under the
Indenture, to accelerate the Equipment Notes issued under such Indenture and,
subject to the provisions of the immediately following sentence, sell all (but
not less than all) of such Equipment Notes or the related Aircraft to any
person. So long as any Certificates are outstanding, during the nine months
after the earlier of (x) the acceleration of the Equipment Notes issued under
any Indenture and (y) the bankruptcy or insolvency of American, no Aircraft
subject to the lien of such Indenture or such Equipment Notes may be sold,
without the consent of each Trustee (other than the Trustee of any Trust all of
the Certificates of which are held or beneficially owned by an American Entity),
if the net proceeds from such sale would be less than the Minimum Sale Price for
such Aircraft or such Equipment Notes.

"Minimum Sale Price" means, with respect to any Aircraft or the
Equipment Notes issued in respect of such Aircraft, at any time, the lesser of
(1) 75% of the Appraised Current Market Value of such Aircraft and (ii) the
aggregate outstanding principal amount of such Equipment Notes, plus accrued and
unpaid interest thereon.
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PRIORITY OF DISTRIBUTIONS

The subordination terms applicable to the Certificates vary depending
upon whether a Triggering Event has occurred. "Triggering Event" means (i) the
occurrence of an Indenture Event of Default under all Indentures resulting in a
PTC Event of Default with respect to the most senior Class of Certificates then
outstanding, (ii) the acceleration of all of the outstanding Equipment Notes, or
(1iii) certain bankruptcy or insolvency events involving American. If a liquidity
facility 1is provided for new class C certificates in connection with a
Refunding, the issuer of such liquidity facility will have the same priority
distribution rights as the Liquidity Provider in respect of the Class G
Certificates.

BEFORE A TRIGGERING EVENT

So long as no Triggering Event has occurred (whether or not
continuing), all payments made in respect of the Equipment Notes and certain
other payments received on any Distribution Date (other than payments
constituting proceeds from the exercise of remedies under an Indenture in
default) will be distributed promptly by the Subordination Agent on such
Distribution Date in the following order of priority:

o to the Liquidity Provider to the extent required to pay
Liquidity Expenses and to the Policy Provider to the extent
required to pay the Policy Expenses, pro rata;

o to the Liquidity Provider to the extent required to pay
accrued and unpaid interest on the Ligquidity Obligations and
to the Policy Provider to the extent required to pay accrued
and unpaid Policy Provider Interest Drawing Amounts and, if
the Policy Provider has paid to the Liquidity Provider all
outstanding drawings and interest thereon owing to the
Liquidity Provider under the Liquidity Facility, to reimburse
the Policy Provider for the amount of such payment made to the
Liquidity Provider attributable to interest accrued on such
drawings, pro rata;

o if applicable, to replenish ratably the Cash Collateral
Account up to the applicable Required Amount, and then to the
Liquidity Provider to the extent required to pay or reimburse
the Liquidity Provider for the Liquidity Obligations and, if
the Policy Provider has paid to the Liquidity Provider all
outstanding drawings and interest thereon owing to the
Liquidity Provider under the Liquidity Facility, to the Policy
Provider to the extent required to reimburse the Policy
Provider for any payment made to the Liquidity Provider in
respect of principal of drawings under the Liquidity Facility;

o if any amounts are distributed to replenish the Cash
Collateral Account as described in the preceding bullet point,
to the Liquidity Provider, an amount equal to the excess of
(x) the aggregate outstanding amount of unreimbursed Advances
under the Liquidity Facility (whether or not then due, and
after giving effect to any other payments made in
reimbursement of such Advances on such Distribution Date) over
(y) the Required Amount;
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o to the Class G Trustee to the extent required to pay Expected
Distributions on the Class G Certificates;

o to the Policy Provider to the extent required to pay Policy
Provider Obligations;

o to the Policy Provider to the extent required to pay Excess
Reimbursement Obligations and Policy Provider Interest
Amounts;

o to the Class C Trustee to the extent required to pay Expected

Distributions on the Class C Certificates; provided that if
all of the Class C Certificates have been sold by the initial
holder thereof to one or more persons that are not American
Entities and the sale or sales of such Class C Certificates to
such person(s) occurred prior to the occurrence of an
Indenture Event of Default under any Indenture, Expected
Distributions on the Class C Certificates shall be paid prior
to payment of Excess Reimbursement Obligations and Policy
Provider Interest Amounts to the Policy Provider as described
in the preceding bullet point;

o to the Class D Trustee to the extent required to pay Expected
Distributions on the Class D Certificates;

o if the Class E Certificates have been issued, to the trustee
of the Class E Trust (the "Class E Trustee") to the extent
required to pay Expected Distributions on the Class E
Certificates; and

o to the Subordination Agent and each Trustee for the payment of
certain fees and expenses.

"Excess Reimbursement Obligations" means, (a) in the event of any
Policy Provider Election, interest on the Series G Equipment Note in respect of
which the Policy Provider Election has been made in excess of 24 months of
interest at the interest rate applicable to such Series G Equipment Note and (b)
any interest on the Liquidity Obligations in respect of the Liquidity Facility
for the Class G Trust paid by the Policy Provider to the Liquidity Provider from
and after the end of the 24-month period referred to in the last paragraph under
the caption "Description of the Policy and the Policy Provider Agreement —-- The
Policy -- No Proceeds Drawing."

"Expected Distributions" means, with respect to the Certificates of any
Trust on any Distribution Date (the "Current Distribution Date"), the sum of (1)
accrued and unpaid interest in respect of such Certificates and (2) the
difference between:

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

(B) the Pool Balance of such Certificates as of the Current
Distribution Date calculated on the basis that (i) the
principal of the Equipment Notes held in such Trust has been
paid when due (whether at stated maturity, upon redemption,
prepayment, purchase, acceleration, or otherwise) and such
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payments have been distributed to the holders of such
Certificates and (ii) the principal of any Equipment Notes
formerly held in such Trust that have been sold pursuant to
the Intercreditor Agreement has been paid in full and such
payments have been distributed to the holders of such
Certificates. (Intercreditor Agreement, Section 1.01)

For purposes of calculating Expected Distributions with respect to the
Certificates of any Trust, any Make-Whole Amount paid on the Equipment Notes
held in such Trust that has not been distributed to the Certificateholders of
such Trust (other than such Make-Whole Amount or a portion thereof applied to
distributions of interest on the Certificates of such Trust or the reduction of
the Pool Balance of such Trust) will be added to the amount of Expected
Distributions.

For purposes of determining the priority of distributions on account of
the redemption or prepayment of Equipment Notes issued pursuant to an Indenture,
clause (1) of the definition of Expected Distributions set forth above shall be
deemed to read as follows: " (1) accrued, due and unpaid interest on such
Certificates, together with (without duplication) accrued and unpaid interest on
a portion of such Certificates equal to the outstanding principal amount of the
Equipment Notes being redeemed or prepaid (immediately prior to such redemption
or prepayment) ."

"Liquidity Expenses" means the Liquidity Obligations other than (i) the
principal amount of any drawing under the Liquidity Facility and (ii) any
interest accrued on any Liquidity Obligations.

"Liquidity Obligations" means all principal, interest, fees, and other
amounts owing to the Ligquidity Provider under the Liquidity Facility or certain
other agreements.

"Policy Drawing" means any payment of a claim under the Policy.

"Policy Expenses" means all amounts (including amounts in respect of
expenses) owing to the Policy Provider under the Policy Provider Agreement or
certain other agreements but excluding (i) any amounts due under the Policy Fee
Letter (including, without limitation, the Policy Premium), (ii) the amount of
any Policy Drawing and certain payments to the Liquidity Provider from the
Policy Provider, and any interest accrued thereon, (iii) reimbursement of any
interest on the Liquidity Obligations paid to the Liquidity Provider by the
Policy Provider, (iv) any indemnity payments owed to the Policy Provider, (v)
any amounts that the Policy Provider is entitled to receive by virtue of the
subrogation rights of the Policy Provider under the Intercreditor Agreement,
including fees and expenses incurred in connection with the enforcement of such
rights, and (vi) any Excess Reimbursement Obligations.

"Policy Provider Obligations" means (i) all reimbursement and other
amounts, including fees and indemnities, due to the Policy Provider under the
Policy Provider Agreement (including, without limitation, Policy Drawings) and
the Policy Fee Letter to the extent not included in Policy Expenses and (ii)
interest on all amounts due and unpaid to the Policy Provider under the Policy
Provider Agreement and Policy Fee Letter accruing at the rate equal to the
Stated Interest Rate applicable to the Class G Certificates plus 2.00%, but
shall not include (x) any Excess Reimbursement Obligations, (y) any Policy
Provider Interest Amounts or (z) any Policy Provider Interest Drawing Amounts.

"Policy Provider Interest Amount" means interest on unreimbursed Policy
Drawings and amounts paid by the Policy Provider to the Liquidity Provider as
described under "-- Intercreditor Rights —-- Controlling Party" (other than
Policy Provider Interest Drawing Amounts) accruing at the rate equal to the
Stated Interest Rate applicable to the Class G Certificates plus 2.00% per
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annum. For the avoidance of doubt, interest on unreimbursed Policy Drawings
shall be deemed to accrue from the date on which such Policy Drawing was made.

"Policy Provider Interest Drawing Amount" means, in the event the
Liquidity Provider has failed to honor its obligation to make a payment on any
Interest Drawing in respect of the Class G Certificates, the aggregate amount of
interest accrued on the portion of any Policy Drawing made to cover the
shortfall attributable to such failure by such Liquidity Provider, the amount of
such interest to be equal to the amount of interest that would have accrued on
such Interest Drawing if such Interest Drawing had been made at the interest
rate applicable to such Interest Drawing under the Liquidity Facility until such
Policy Drawing has been repaid in full, up to a maximum of three such Policy
Drawings under the Policy.

AFTER A TRIGGERING EVENT

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

o to the Subordination Agent or any Trustee, to the extent
required to pay certain out-of-pocket costs and expenses
actually incurred by the Subordination Agent or such Trustee
in protection of, or realization of the value of, the
Equipment Notes or any Collateral under (and as defined in)
any Indenture, or to any Certificateholder, the Policy
Provider, or the Liquidity Provider for payments made to the
Subordination Agent or any Trustee in respect of such amounts,
in each case, pro rata;

o to the Liquidity Provider to the extent required to pay
Liquidity Expenses and to the Policy Provider to the extent
required to pay Policy Expenses, pro rata;

o to the Liquidity Provider to the extent required to pay
accrued and unpaid interest on the Ligquidity Obligations and
to the Policy Provider to the extent required to pay accrued
and unpaid Policy Provider Interest Drawing Amounts and, if
the Policy Provider has paid to the Liquidity Provider all
outstanding drawings and interest thereon owing to the
Liquidity Provider under the Liquidity Facility, to reimburse
the Policy Provider for the amount of such payment made to the
Ligquidity Provider, attributable to interest accrued on such
drawings, pro rata;

o (i) 1f applicable, to replenish ratably the Cash Collateral
Account up to the applicable Required Amount unless, in the
case of this clause (i), (x) less than 65% of the aggregate
outstanding principal amount of all Equipment Notes are
Performing Equipment Notes and a Liquidity Event of Default
has occurred and is continuing under the Liquidity Facility or
(y) a Final Drawing has occurred under the Liquidity Facility;
and then (ii) to the Liquidity Provider to the extent required
to pay the outstanding amount of all Liquidity Obligations
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and, if the Policy Provider has paid to the Liquidity Provider
all outstanding drawings and interest thereon owing to the
Liquidity Provider under the Liquidity Facility, to the Policy
Provider to the extent required to reimburse the Policy
Provider for any payment made to the Liquidity Provider in
respect of principal of drawings under the Liquidity Facility;

if any amounts are distributed to replenish the Cash
Collateral Account as described in the preceding bullet point,
to the Liquidity Provider, an amount equal to the excess of
(x) the aggregate outstanding amount of unreimbursed Advances
under the Liquidity Facility (whether or not then due, and
after giving effect to any other payments in reimbursement of
such Advances on such date) over (y) the Required Amount;

to the Subordination Agent and any Trustee to the extent
required to pay certain fees, taxes, charges, and other
amounts payable or to any Certificateholder for payments made
to the Subordination Agent or any Trustee in respect of such
amounts;

to the Class G Trustee to the extent required to pay Adjusted
Expected Distributions on the Class G Certificates, provided
that so long as all of the Class C Certificates are owned by
an American Entity, to the extent required to pay Final
Distributions on the Class G Certificates;

to the Policy Provider in payment of the Policy Provider
Obligations;

to pay any Excess Reimbursement Obligations and Policy
Provider Interest Amounts to the Policy Provider;

to the Class C Trustee to the extent required to pay Adjusted
Expected Distributions on the Class C Certificates, provided
that if all of the Class C Certificates have been sold by the
initial holder thereof to one or more persons that are not an
American Entity and the sale or sales of such Certificates to
such person(s) occurred prior to the occurrence of an
Indenture Event of Default under any Indenture, Adjusted
Expected Distributions on the Class C Certificates shall be
paid prior to payment of Excess Reimbursement Obligations and
Policy Provider Interest Amounts to the Policy Provider as
described in the preceding bullet point;

to the Class D Trustee to the extent required to pay Adjusted
Expected Distributions on the Class D Certificates, provided
that so long as all of the Class D Certificates are owned by
an American Entity, to the extent required to pay Final
Distributions on the Class G Certificates before any payment
to the Class D Trustee under this bullet point;

if the Class E Certificates have been issued, to the Class E
Trustee to the extent required to pay Adjusted Expected

Distributions on the Class E Certificates;

to the Class G Trustee to the extent required to pay Final
Distributions on the Class G Certificates;
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to the Class C Trustee to the extent required to pay Final
Distributions on the Class C Certificates;

to the Class D Trustee to the extent required to pay Final
Distributions on the Class D Certificates;

if the Class E Certificates have been issued, to the Class E
Trustee to the extent required to pay Final Distributions on
the Class E Certificates; and

to the Class G, Class C, Class D, and Class E Trustees, pro
rata based on the original aggregate principal amounts of the
Equipment Notes held by the related Trusts.

"Adjusted Expected Distributions" means, with respect to the
Certificates of any Trust on any Current Distribution Date, the sum of (1)
accrued and unpaid interest in respect of such Certificates and (2) the greater

()

clause

the difference between (x) the Pool Balance of such
Certificates as of the immediately preceding Distribution Date
(or, i1f the Current Distribution Date is the first
Distribution Date, the original aggregate face amount of the
Certificates of such Trust) and (y) the Pool Balance of such
Certificates as of the Current Distribution Date calculated on
the basis that (i) the principal of the Equipment Notes other
than Performing Equipment Notes (the "Non-Performing Equipment

Notes") held in such Trust has been paid in full and such
payments have been distributed to the holders of such
Certificates, (ii) the principal of the Performing Equipment

Notes held in such Trust has been paid when due (but without
giving effect to any acceleration of Performing Equipment
Notes) and such payments have been distributed to the holders
of such Certificates, and (iii) the principal of any Equipment
Notes formerly held in such Trust that have been sold pursuant
to the Inte