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UNITED STATES
SECURITIES AND EXCHANGE COMMISSION
Washington, D.C. 20549

FORM 10-K

[X] ANNUAL REPORT PURSUANT TO SECTION 13 OR 15(d) OF EH
SECURITIES EXCHANGE ACT OF 193
For the fiscal year ended December 31, 2

or

[] TRANSITION REPORT PURSUANT TO SECTION 13 OR 15(dy OHE
SECURITIES EXCHANGE ACT OF 193

Commission file number 1-5424

DELTA AIR LINES, INC.

(Exact name of registrant as specified in its @rart

Delaware 58-021854¢
(State or other jurisdiction of incorporation (I.LR.S. Employer
or organization Identification No.)
Post Office Box 2070
Atlanta, Georgi: 3032(-6001
(Address of principal executive office (Zip Code)

Registrant’s telephone number, including area codé04) 715-2600

Securities registered pursuant to Section 12(heRct:

Title of each clas Name of each exchange on which registt
None

Securities registered pursuant to Section 12(gheRct:

Common Stock, par value $0.01 per share
Preferred Stock Purchase Rights
81/ 5% Notes Due July 1, 2039
Indicate by check mark if the registrant isell-known seasoned issuer, as defined in Ruleof®e Securities Act.

Yes No X

Indicate by check mark if the registrantd required to file reports pursuant to Sectiorol $ection 15(d) of the Exchange Act.

Yes No X
Indicate by check mark whether the regist(ahhas filed all reports required to be filed®gction 13 or 15(d) of the Securities Exchange
Act of 1934 during the preceding 12 months (orsiech shorter period that the registrant was redquodile such reports), and (2) has been
subject to such filing requirements for the pastags.
Yes X No_
Indicate by check mark if disclosure of dglient filers pursuant to Item 405 of Regulatiork $-not contained herein, and will not be
contained, to the best of registrant’s knowledgeléfinitive proxy or information statements incorgted by reference in Part 11l of this
Form 10-K or any amendment to this Form 10-K.
[X]

Indicate by check mark whether the registimiatlarge accelerated filer, an accelerated, filea non-accelerated filer. See definition of
“accelerated filer and non-accelerated filer” ind&ku.2b-2 of the Exchange Act.

Large accelerated filer _ Accelerated filer_X Non-accelerated filer _
Indicate by check mark whether the registigat shell company (as defined in Rule 12b-hefExchange Act).

Yes ~ No X

The aggregate market value of the votingraomdvoting common equity held by non-affiliateslod registrant as of June 30, 2005 was
approximately $590 million.

On February 28, 2006, there were outstanti#y333,930 shares of the registrant’s common stock
This document is also available on our webaihttp://investor.delta.com/edgar.cfm.

Documents Incorporated By Reference

Part 11l of this Form 10-K will be filed witthe Securities and Exchange Commission
as an amendment to this For10-K in accordance with General Instruction G
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Forward-Looking Information

Statements in this Form 10-K (or otherwissde by us or on our behalf) which are not histbfmets, including statements about our
estimates, expectations, beliefs, intentions, ptwjas or strategies for the future, may be “forvlyoking statements” as defined in the
Private Securities Litigation Reform Act of 199%rward-looking statements involve risks and undsetites that could cause actual results to
differ materially from historical experience or queesent expectations. For examples of such riséisiacertainties, please see the cautionary
statements contained in “Risk Factors Relatingetidd and “Risk Factors Relating to the Airline trdry” in “Item 1A. Risk Factors” of this
Form 10-K. We undertake no obligation to publiafydate or revise any forward-looking statementefi@ect events or circumstances that
may arise after the date of this report.

Other Information

On September 14, 2005 (the “Petition Dated,and substantially all of our subsidiaries fileduntary petitions for reorganization under
Chapter 11 of the United States Bankruptcy Code ‘@ankruptcy Code”) in the United States Bankryp@ourt for the Southern District of
New York (the*Bankruptcy Court”). No assurance can be giveroashat values, if any, will be ascribed in our bangtcy proceedings to
our various pre-petition liabilities, common staukd other securities. We believe that our curremtigtanding common stock will have no
value and will be canceled under any plan of remizgdion we propose and that the value of our variore-petition liabilities and other
securities is highly speculative. Accordingly, wgeithat caution be exercised with respect to iegjstnd future investments in any of these
liabilities or securities. In addition, trading @fir common stock on the New York Stock Exchange suapended on October 13, 2005, and
our common stock was delisted from the New Yorkctexchange on November 30, 2005. Additional infation about our Chapter 11
filing is available on the Internet atww.delta.com/restructureBankruptcy Court filings and claims informatiore available at
www.deltadocket.com

Unless otherwise indicated, the terms “Déltae “Company,” “we,” “us,” and “our” refer to D& Air Lines, Inc. and its subsidiaries.

PART |

ITEM 1. BUSINESS
General Description

We are a major air carrier that provides daled air transportation for passengers and cdmgughout the United States and around the
world. As of December 31, 2005, we (including ourolly-owned subsidiary, Comair, Inc. (“Comair”)grsed 144 domestic cities in
47 states, the District of Columbia, Puerto Ricd #re U.S. Virgin Islands, as well as 59 citiegdinforeign countries. With our domestic and
international codeshare partners, our route netwoviers 228 domestic cities in 49 states, the Distf Columbia, Puerto Rico and the
U.S. Virgin Islands, and 197 cities in 87 foreigruntries. We are managed as a single business unit.

For the years ended December 31, 2005, 2002@03, passenger revenues accounted for 90%a8ti%1% of our consolidated
operating revenues, respectively, and cargo reweane other sources accounted for 10%, 9% and %rafonsolidated operating revenues,
respectively. In 2005, our operations in North Aitarthe Atlantic, Latin America and the Pacificaanted for 80%, 14%, 5% and 1%,
respectively, of our consolidated operating revenlre2004, our operations in North America, théaAtic, Latin America and the Pacific
accounted for 81%, 14%, 4% and 1%, respectivelpuoftonsolidated operating revenues. In 2003pperations in North America, the
Atlantic, Latin America and the Pacific accounted 83%, 12%, 4% and 1%, respectively, of our cadatéd operating revenues.
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We are incorporated under the laws of théeSihDelaware. Our principal executive offices leated at Hartsfield-Jackson Atlanta
International Airport in Atlanta, Georgia (the “atita Airport”). Our telephone number is (404) 2880, and our Internet address is
www.delta.com

See “— Risk Factors Relating to Delta” and Risk Factors Relating to the Airline Industry”lilem 1A and “Management’s Discussion
and Analysis of Financial Condition and Result©gpkrations” in Item 7 for additional discussiorntr@inds and factors affecting us and our
industry.

Airline Operations

An important characteristic of our route netkvis the hub system we operate at airports iamé, Cincinnati, New York — John F.
Kennedy International Airport (“JFK”) and Salt Lakikty. Each of these hub operations includes Cftats that gather and distribute traffic
from markets in the geographic region surroundivggitub to other major cities and to other Deltash@ur hub system also provides
passengers with access to our principal internatigateways in Atlanta and JFK.

We are strengthening our domestic hubs aodigg our international schedules. As of Decemh&0D5 we reduced capacity by
approximately 25% at Cincinnati, with the intentioinincreasing the percentage of local Cincinrafific from approximately 35% to nearly
50%. To respond to increased demand for servieen@rging business and leisure destinations, wmareasing international capacity by
approximately 25% by the summer of 2006 in compart® our schedule in the summer of 2005, withcaifoon routes to Europe, Latin
America and the Caribbean. For example, we, alaitig@ur contract carriers on certain routes, halaed or announced plans to add more
than 50 new international routes in the last yieatuding over 20 since November 2005. In 2006viserwill be added to new destinations in
countries such as Denmark, Ecuador, Germany, Hasdttlungary, Israel, Jamaica, Mexico, Ukraine, @nidled Kingdom, some of which
service is subject to government approval.

In addition, we announced in October 200% 8ung's service will merge into Delta’s in May Z0Gongd® was started in April 2003 as a
low-fare operation primarily offering flights betene cities in the Northeastern United States, Logeds, Las Vegas and Florida leisure
destinations. We plan to add 26 First Class seatacth of the 48 B757-200 aircraft now operatin§amg’s service; convert an additional 50
or more Mainline aircraft to two-class service; axgand personal digital in-flight entertainmergteyn to the converted aircraft. Our plan is
to grow this service, referred to as Song sentiall transcontinental Mainline routes beginningtie fall of 2006 and all routes over
1,750 miles by the end of 2007.

As briefly discussed below, other key chargstics of our route network include our allianeath foreign airlines; the Delta Connection
Program; the Delta Shuttle; and our domestic margetlliances, including with Continental Airlindsc. (“Continental”) and Northwest
Airlines, Inc. (“Northwest”).

International Alliances

We have formed bilateral and multilateral keging alliances with foreign airlines to improver@access to international markets. These
arrangements can include codesharing, frequentlilgeefits, shared or reciprocal access to passémgeges, joint promotions and other
marketing agreements.

Our international codesharing agreementslenabto market and sell seats to an expanded nuohlogernational destinations. Under
international codesharing arrangements, we antbtiegn carriers publish our respective airlineigeator codes on a single flight operation,
thereby allowing us and the foreign carrier to pféent service with one aircraft rather than opigig separate services with two aircraft.
These arrangements typically allow us to sell seatthe foreign carrier’s aircraft that are marklet@der our “DL” designator code and
permit the foreign airline to sell seats on oucft that are marketed under the foreign carrigvis-letter designator code. We have
international codeshare arrangements in effect dtiolitoral, Aeromexico, Air France (and certainfir France’s affiliated carriers
operating flights beyond Paris), Air Jamaica, AiitaAvianca, China Airlines, China Southern, CS2e€h Airlines, El Al Israel Airlines,
Korean Air, Royal Air Maroc and South African Airys

Delta, Aeromexico, Air France, Alitalia, Corgntal, CSA Czech Airlines, KLM Royal Dutch Airles (“KLM"), Korean Air and
Northwest are members of the SkyTeam internatiainkthe alliance. One goal of SkyTeam is to link ttoute networks of the memt
airlines, providing opportunities for increased
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connecting traffic while offering enhanced custosevice through mutual codesharing arrangemestignocal frequent flyer and lounge
programs and coordinated cargo operations. In 2002Air France, Alitalia, CSA Czech Airlines anait€an Air received limited antitrust
immunity from the U.S. Department of TransportaftibOT”). The grant of antitrust immunity enables and our immunized partners to

offer a more integrated route network, and develmpmon sales, marketing and discount programsustomers. In December 2005, the

DOT denied our application for sixay transatlantic antitrust immunity to add Nortlsivend KLM to the antitrust immunity we have witlr
France, Alitalia, and CSA Czech Airlines.

Delta Connection Progran

The Delta Connection program is our regiaaatier service, which feeds traffic to our rougstem through contracts with regional air
carriers that operate flights serving passengénsapily in small and medium-sized cities. The pagrenables us to increase the number of
flights in certain locations, to better match capawith demand and to preserve our presence irllsnmaarkets. Our Delta Connection
network operates the largest number of regionalifethe United States.

We have contractual arrangements with seegiomal carriers to operate regional jet and, mai cases, turbo-prop aircraft using our
“DL” designator code. Our wholly-owned subsidia@gmair, operates all of its flights under our cofléantic Southeast Airlines, Inc.
(“ASA”), which we sold to SkyWest Holdings, Inc.gkyWest”) in September 2005, continues to opethte ds flights under our code. In
addition, we have agreements with the followingaagl carriers that operate some of their flighggig our code: SkyWest Airlines, Inc.
(“SkyWest Airlines”), a subsidiary of SkyWest; Chauqua Airlines, Inc. (“Chautauqua”), a subsidiaf\Republic Airways Holdings, Inc.
(“Republic Holdings”); Shuttle America Corporati¢tShuttle America”), a subsidiary of Republic Haldis; Freedom Airlines, Inc.
(“Freedom”), a subsidiary of Mesa Air Group, Ineand American Eagle Airlines, Inc. (“Eagle”).

We generally pay ASA, SkyWest Airlines, Chlaugua, Shuttle America and Freedom amounts, asedkfin their respective contract
carrier agreements, which are based on a deteiiotinatt their respective cost of operating thosghils and other factors intended to
approximate market rates for those services. Gangement with Eagle, which is limited to certdights operated to and from the Los
Angeles International Airport, as well as a portafrihe flights operated using our code by SkyWedines, are structured as revenue
proration agreements. These prorate arrangementslisk a fixed dollar or percentage division ofe@rues for tickets sold to passengers
traveling on connecting flight itineraries. For &auhal information regarding our contract carrégreements, see Note 10 of the Notes to the
Consolidated Financial Statements.

Delta Shuttle

The Delta Shuttle is our high frequency servargeted to Northeast business travelers. \tig/ge nonstop, hourly service on business
days between New York — LaGuardia Airport (“LaGuafiland both Boston — Logan International Airpitogan”) and
Washington, D.C. — Ronald Reagan National Airptidational”).

Domestic Alliances

We have entered into marketing alliances @ijhContinental and Northwest (including regiooatriers affiliated with each) and
(2) Alaska Airlines and Horizon Air Industries, baif which include mutual codesharing and reciprfresquent flyer and airport lounge
access arrangements. These marketing relationafepesigned to permit the carriers to retain tbejiarate identities and route networks
while increasing the number of domestic and intiéonal connecting passengers using the carrietgeroetworks. Currently, Delta,
Continental and Northwest are allowed to codesbara combined 5,200 flights.

Regulatory Matters

The DOT and the Federal Aviation Adminiswat{“FAA”) exercise regulatory authority over aiahsportation in the United States. The
DOT has authority to issue certificates of pubbicieenience and necessity required for airlineséoide domestic air transportation. An air
carrier that the DOT finds “fit” to operate is givenrestricted authority to operate domestic aingportation (including the carriage of
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passengers and cargo). Except for constraints ietplg Essential Air Service regulations, whichapplicable to certain small communities,
airlines may terminate service to a city withougtrietion.

The DOT has jurisdiction over certain econoamd consumer protection matters such as unfaieceptive practices or methods of
competition, advertising, denied boarding compeasabaggage liability and disabled passenger fprantation. The DOT also has authority
to review certain joint venture agreements betweajor carriers. The FAA has primary responsibildy matters relating to air carrier flight
operations, including airline operating certificateontrol of navigable air space, flight personagtraft certification and maintenance, and
other matters affecting air safety.

Authority to operate international routes amernational codesharing arrangements is reglilayethe DOT and by the governments of
the foreign countries involved. International roateards are also subject to the approval of thsitkat of the United States for conformance
with national defense and foreign policy objectives

The Transportation Security AdministratiodhS. Customs and Border Protection, divisionthefDepartment of Homeland Security,
are responsible for certain civil aviation secuntgtters, including passenger and baggage screahligs. airports and international
passenger prescreening prior to entry into or depafrom the United States.

Airlines are also subject to various othelefel, state, local and foreign laws and regulatidie U.S. Department of Justice (“DOJ”) has
jurisdiction over airline competition matters. THeS. Postal Service has authority over certain@spef the transportation of mail. Lak
relations in the airline industry are generally gmed by the Railway Labor Act. Environmental mati@re regulated by various federal, st
local and foreign governmental entities. Privacypa$senger and employee data is regulated by dicraest foreign laws and regulations.

Fares and Rates

Airlines set ticket prices in most domesticl anternational city pairs without governmentajukation, and the industry is characterized by
significant price competition. Certain internatibferes and rates are subject to the jurisdictibthe DOT and the governments of the foreign
countries involved. Most of our tickets are soldtiawel agents, and fares are subject to commissawerrides and discounts paid to travel
agents, brokers and wholesalers.

In January 2005, we announced the expangioardSimpliFare® initiative throughout the 48 contiguous United 8satAn important pa
of our transformation plan, SimpliFares is a fundatal change in our domestic pricing structure Wwligcintended to better meet customer
needs; to simplify our business; and to help useaeha lower cost structure. Under SimpliFares]omeered unrestricted fares on some routes
by as much as 50%; reduced the number of fare @aésgimplemented a fare cap that we have adjusteduse of high fuel prices; and
eliminated the Saturday-night stay requirement éixéted for certain fares. While SimpliFares hagally had a negative impact on our
operating results, which may continue for somequknive believe it will provide net benefits to useothe longer term by stimulating traffic;
improving productivity by simplifying our producind increasing customer usage of delta.com, ougdbwost distribution channel.

Route Authority

Our flight operations are authorized by diedies of public convenience and necessity and,limited extent, by exemptions issued by
the DOT. The requisite approvals of other goverrséor international operations are controlled bgtbral agreements with, or permits or
approvals issued by, foreign countries. Becauggnational air transportation is governed by bikter other agreements between the United
States and the foreign country or countries invibhadanges in United States or foreign governmeiatian policies could result in the
alteration or termination of such agreements, dishithe value of our international route authositie otherwise affect our international
operations. Bilateral agreements between the Uitatks and various foreign countries served tareisubject to renegotiation from time to
time.

Certain of our international route and co@esty authorities are subject to periodic renewglirements. We request extension of these
authorities when and as appropriate. While the DSTally
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renews temporary authorities on routes where thigoaiged carrier is providing a reasonable levedarvice, there is no assurance of this
result. Dormant route authority may not be reneimezsbme cases, especially where another U.S. candieates a willingness to provide
service.

Competition

We face significant competition with respextoutes, services and fares. Our domestic rareesubject to competition from both new
and existing carriers, many of which have lowertgtisan we do and provide service at low faresesiidations served by us. We also
compete with all-cargo carriers, charter airlimegjional jet operators and, particularly on ourrdraroutes, surface transportation.
International marketing alliances formed by donweatid foreign carriers, including the Star Alliaffeenong United Airlines, Lufthansa
German Airlines and others) and the oneworld atkaamong American Airlines, British Airways andhets), have significantly increased
competition in international markets. Through mairiggand codesharing arrangements with U.S. carriereign carriers have obtained
access to interior U.S. passenger traffic. Sinyildd.S. carriers have increased their ability tbiséernational transportation such as
transatlantic services to and beyond Europearsdhimugh alliances with international carriers.

The continuing growth of low-cost carriersgluding Southwest, AirTran and JetBlue, in thetelhiStates has placed significant
competitive pressure on us and other network garrie addition, other hub-and-spoke carriers agchlS Airways and United Airlines have
reduced their costs through Chapter 11 reorganiza@ur ability to compete effectively with low-¢a=arriers, restructured carriers and other
airlines depends, in significant part, on our &pild achieve a cost structure that is competitvtd those carriers.

We regularly monitor competitive developmeintthe airline industry and evaluate our strategiernatives. These strategic alternatives
include, among other things, internal growth, ch@demg arrangements, marketing alliances, jointwes, and mergers and acquisitions. Our
evaluations involve internal analysis and, whengrapriate, discussions with third parties.

In 2005, based on our ongoing strategic meviEour business, we announced improvements tdosiness plan designed to strengthen
our ability to compete with our most direct comfmat, which are primarily either newer carrierserently reorganized carriers that have
low-cost structures. See “Management’s DiscussimhAnalysis of Financial Condition and Results gie€ation — Our Business Plan” in
Item 7 for additional information about our busisa@an.

Airport Access

Operations at three major U.S. airports arthin foreign airports served by us are regulaiedovernmental entities through “slot”
allocations. Each slot represents the authorizatidand at, or take off from, the particular aifpduring a specified time period.

In the United States, the FAA currently redes slot allocations at JFK and LaGuardia in NexkYand National in Washington, D.C.
Our operations at those three airports generatjyire slot allocations. Under legislation enactgddongress, slot rules will be phased out at
JFK and LaGuardia by 2007.

We currently have sufficient slot authoripas to operate our existing flights, and have gahyebeen able to obtain slots to expand our
operations and to change our schedules. Thereasswance, however, that we will be able to otshits for these purposes in the future
because, among other reasons, slot allocatiorsuaject to changes in governmental policies.

Possible Legislation or DOT Regulation

A number of Congressional bills and propoB&Il regulations have been considered in recensyeaaddress airline competition issues.
Some of these proposals would require large aglimgéh major operations at certain airports to divar make available to other airlines slots,
gates, facilities and other assets at those agpOther measures would limit the service or pgaiesponses of major carriers that appear to
target new entrant airlines. In addition, conceabbsut airport congestion issues have caused the @@ TFAA to consider various proposals
for access to certain airports, including “congestbased” landing fees and programs that woulddsétv slots from existing carriers and
reallocate those slots (either by lottery or
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auction) to the highest bidder or to carriers Miithe or no current presence at such airports.sehgroposals, if enacted, could negatively
impact our existing services and our ability tgoesd to competitive actions by other airlines.

Fuel

Our results of operations are significanthpacted by changes in the price and availabilitgiafraft fuel. The following table shows our
aircraft fuel consumption and costs for 2003-2005.

Gallons Percentage of
Consumed Cost@) Average Price Total Operating
Year (Millions) (Millions) Per Gallon®) Expenses
2005 2,492 $4,271 171.4« 23%
2004 2,527 2,92¢ 115.7( 16
2003 2,37( 1,93¢ 81.7¢ 13

(@) Net of fuel hedge gains under our fuel hedging pogof $105 million and $152 million for 2004 an@03, respectively

Our aircraft fuel purchase contracts do movjule material protection against price increasesssure the availability of our fuel supplies.
We purchase most of our aircraft fuel from petraten@finers under contracts that establish the fgrased on various market indices. We also
purchase aircraft fuel on the spot market, fromstifre sources and under contracts that permiefirers to set the price.

While we had no fuel hedge contracts in pldweng 2005, we periodically enter into heatingl @nude oil derivative contracts to attempt
to reduce our exposure to changes in fuel pricgsrrhation regarding our fuel hedging program, Badkruptcy Court and Creditors
Committee approvals for fuel hedging, is set famider “Management’s Discussion and Analysis of kafe Condition and Results of
Operations — Market Risks Associated with Finanbiatruments — Aircraft Fuel Price Risk” in Itemaidd in Notes 5 and 6 of the Notes to
the Consolidated Financial Statements. There caml@ssurance that fuel hedging transactions caofeleted at levels authorized by the
Bankruptcy Court or Creditors Committee.

Although we are currently able to obtain adeq supplies of aircraft fuel, it is impossibleptedict the future availability or price of
aircraft fuel. Political disruptions or wars invaig oil-producing countries, changes in governnpeiicy concerning aircraft fuel production,
transportation or marketing, changes in aircradt faroduction capacity, environmental concernsyrgdidisasters and other unpredictable
events may result in fuel supply shortages andgdtiet increases in the future.

Employee Matters
Railway Labor Act

Our relations with labor unions in the Unit®thtes are governed by the Railway Labor Act. Utide Railway Labor Act, a labor union
seeking to represent an unrepresented craft & ofasmployees is required to file with the NatioMadiation Board (“NMB”) an application
alleging a representation dispute, along with autthtion cards signed by at least 35% of the eng®syin that craft or class. The NMB then
investigates the dispute and, if it finds the labioion has obtained a sufficient number of auttaditn cards, conducts an election to
determine whether to certify the labor union asdbiective bargaining representative of that ceaftlass. Under the NMB'’s usual rules, a
labor union will be certified as the representati¥¢he employees in a craft or class only if mihva@n 50% of those employees vote for union
representation. A certified labor union then enbets a collective bargaining agreement with thekayer.

Under the Railway Labor Act, a collective ¢pgining agreement between an airline and a labonuwtoes not expire, but instead becomes
amendable as of a stated date. Either party mayestghe NMB to appoint a federal mediator to paoéte in the negotiations for a new or
amended agreement. If no agreement is reacheddratiom, the NMB may determine, at any time, thatrapasse exists and offer binding
arbitration. If either party rejects binding arbtion, a 30-day “cooling off” period begins. At taad
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of this 30-day period, the parties may engage étf fselp,” unless the President of the United $tafigpoints a Presidential Emergency Board
(“PEB”) to investigate and report on the disputBe Bppointment of a PEB maintains the “status dooan additional 60 days. If the parties
do not reach agreement during this period, thégsamay then engage in “self help.” “Self help”lindes, among other things, a strike by the
union or the imposition of proposed changes tacthikective bargaining agreement by the airline. gress and the President have the
authority to prevent “self help” by enacting legisbn which, among other things, imposes a settferoe the parties.

Collective Bargaining

At December 31, 2005, we had a total of axipmately 55,700 fultime equivalent employees. Approximately 17% ofthemployees a
represented by unions. The following table preseattain information concerning the union represtomn of our domestic employees.

Approximate

Amendable Date

Number of of Collective
Employees Bargaining
Employee Group Representec Union Agreement
Delta Pilots 5,930 Air Line Pilots Association, Internation December 31, 20C
Delta Flight Superintendents 170 Professional Airline Flight Control January 1, 2010
Association
Comair Pilots 1,810 Air Line Pilots Association, Internation May 21, 2007
Comair Maintenance Employees 550 International Association of Machinists and May 31, 2009
Aerospace Worket
Comair Flight Attendant 1,080 International Brotherhood of Teamst July 19, 200¢

We have been and continue to be in negotiatiaith the Air Line Pilots Association, Internatad (“ALPA”), the collective bargaining
representative of Delta’s pilots, to reduce ouotdibor costs as required under our business Blecause we were not able to reach a
consensual agreement with ALPA, on November 1, 26@5filed a motion with the Bankruptcy Court un@arction 1113 of the Bankruptcy
Code to reject our collective bargaining agreemétit ALPA. In December 2005, we reached an inteagneement with ALPA, which was
approved by the Bankruptcy Court and ratified byt®e pilots. The interim agreement provides, amotiger things, for a reduction in
(1) hourly pilot wage rates of 14% and (2) othéotgdbay and cost items equivalent to approximassyadditional 1% hourly wage reduction.
These reductions became effective December 15,, 20@bremain in effect until the earlier of (1) @mtering into a comprehensive
agreement with ALPA on changes to the pilot coilecbargaining agreement; or (2) the time thatrtbetral panel described below issues its
final order as to whether Delta is authorized feaethe pilot collective bargaining agreement urttie legal standards of Section 1113 of the
Bankruptcy Code.

The interim agreement provides that Delta AbBA will seek to negotiate a tentative comprefemagreement, and establishes the
following time limits for reaching that agreemetiierch 2006 time limits”): (1) March 1, 2006, fdne parties’ negotiating committees to
reach a tentative agreement; (2) March 8, 2006approval by the ALPA Master Executive Council; g8fiMarch 22, 2006, for pilot
ratification. Because the first of the March 2006et limits was not met, pursuant to our interimesggnent with ALPA, the matter at issue in
Delta’s Section 1113 motion has been submittedntually agreed upon, neutral panel of three @zperairline labor matters for a binding
decision on that issue. The interim agreement das/that the panel’s decision must be issued rotladn 45 days after the failure to meet
the applicable March 2006 time limit, which is Agkb, 2006. We cannot predict the outcome of thena¢ panel’s decision as to whether or
not we would be authorized to reject the collechaggaining agreement.
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Comair has reached agreements with ALPA, iwhépresents Comair’s pilots, and with the Inteomat! Association of Machinists and
Aerospace Workers (“IAM”), which represents Comaimaintenance employees, to reduce the labor abbtith of these employee groups.
These agreements are, however, conditioned on Csmataining a specified level of labor cost retilures under its collective bargaining
agreement with the International Brotherhood ofriisirs (“IBT”), representing Comair’s flight atteards. Because Comair was not able to
reach a consensual agreement with the IBT, on Bep&P, 2006, Comair filed a motion with the Barpaay Court under Section 1113 of the
Bankruptcy Code to reject Comair’s collective bamgay agreement with the IBT. This motion is scheduor hearing in the Bankruptcy
Court on March 27, 2006.

See Note 10 of the Notes to the Consolidatedncial Statements for additional information @thihnese subjects.

Labor unions periodically engage in orgargzéfforts to represent various groups of employédselta and Comair who are not
represented for collective bargaining purposes.tithimg and outcome of these organizing effortsncdmpresently be determined.

Environmental Matters

The Airport Noise and Capacity Act of 1998agnizes the rights of operators of airports witisa problems to implement local noise
abatement programs so long as such programs dotadere unreasonably with interstate or foreigmmerce or the national air
transportation system. It generally provides thaal noise restrictions on Stage 3 aircraft fifstaive after October 1, 1990, require FAA
approval. While we have had sufficient scheduliegibility to accommodate local noise restrictionghe past, our operations could be
adversely impacted if locally-imposed regulatioesdime more restrictive or widespread.

On December 1, 2003, the FAA published a d¢¢otif Proposed Rulemaking (“NPRM”) to adopt thestnational Civil Aviation
Organization’s (“ICAO”) Chapter 4 noise standardhjeh is known as the Stage 4 standard in the UiStates. This standard would require
that all new commercial jet aircraft designs cexdifed on or after January 1, 2006 be at leastiéeibels quieter than the existing Stage 3
noise standard requires. This new standard wouldmpaly to existing aircraft or to the continuedgbuction of aircraft types already
certificated. Comments on the NPRM were filed bsiatas parties on March 1, 2004. All new aircrafittive have on order will meet the
proposed Stage 4 standard. Accordingly, the prapade is not expected to have any significant iohma us, and we and the U.S. airline
industry generally supported the adoption of th&RNP The FAA has not yet taken final action.

The U.S. Environmental Protection Agency (tBBA”) is authorized to regulate aircraft emisso@ur aircraft comply with the
applicable EPA standards. On November 17, 2009:E issued a final rule adopting emissions corgtahdards for aircraft engines
previously adopted by the ICAO. These standards/apmewly designed engines certified after Deceni, 2003, and align the
U.S. aircraft engine emission standards with exgsiinternational standards. The rule, as adopsenbt expected to have a material impact on
us. However, a group of state and local air reguidhave filed a petition for review in the CouirtAppeals for the District of Columbia
Circuit challenging the rule on a number of grountfe support the rule as adopted and are monitthiege proceedings in the Circuit Court.

In December 2004, Miami-Dade County filecdhasuit in Florida Circuit Court against us, seekimgnctive relief and alleging
responsibility for past and future environmentalaeciup costs and civil penalties for environmeralditions at Miami International Airport.
This lawsuit is related to several other actiofexifby the County against other parties to recewsironmental remediation costs incurred at
the airport. This lawsuit is currently stayed assult of our Chapter 11 proceedings. If the stdifted, we plan to vigorously defend this
lawsuit. An adverse decision in this case couldltés substantial damages against us. Althoughuttimate outcome of this matter cannot be
predicted with certainty, management believesttiatesolution of this matter will not have a metieadverse effect on our Consolidated
Financial Statements.

We have been identified by the EPA as a piatnresponsible party (a “PRP”) with respectcirtain Superfund Sites, and have entered
into consent decrees regarding some of these €itesalleged disposal volume at each of these sitemall when compared to the total
contributions of all PRPs at each
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site. We are aware of soil and/or ground wateramimation present on our current or former leasihat several domestic airports. To
address this contamination, we have a programaicepio investigate and, if appropriate, remediaded sites. Although the ultimate outcome
of these matters cannot be predicted with certamgnagement believes that the resolution of theséers will not have a material adverse
effect on our Consolidated Financial Statements.

Frequent Flyer Program

We have a frequent flyer program, the Sky&#@rogram, offering incentives to increase traveDaita. This program allows
participants to earn mileage for travel awardshpng on Delta, Delta Connection carriers and paptting airlines. Mileage credit may also
be earned by using certain services offered byrarogartners such as credit card companies, holsental agencies, telecommunication
services and internet services. In addition, irdliels and companies may purchase mileage credése®érve the right to terminate the
program with six months advance notice, and to ghdahe program’s terms and conditions at any tiriteout notice.

Mileage credits can be redeemed for fregpgraded air travel on Delta and participating a&lpartners, for membership in our Crown
Room Club and for other program partner awardsvdlrawards are subject to certain transfer regiristand capacity-controlled seating. In
some cases, blackout dates may apply. Miles wilempire as long as, at least once every threesy#a participant (1) takes a qualifying
flight on Delta or a Delta Connection carrier; é&rns miles through one of our program partner§3)oredeems miles for any program aw

We record a liability for the estimated intiental cost of flight awards which are earned underSkyMiles frequent flyer program and
expected to be redeemed for travel on Delta orathikne partners. Our incremental costs inclubtleour system average cost per passenger
for fuel, food and other direct passenger costafards to be redeemed on Delta and (2) contractisé$ for awards to be redeemed on
partner airlines. The liability is recorded in agnts payable, deferred credits and other accraddities on our Consolidated Balance Sheets.
We periodically record adjustments to this lialilih other operating expenses on our Consolidataté®ents of Operations based on awards
earned, awards redeemed, changes in our estinmategiental costs and changes to the SkyMiles pmogra

At December 31, 2005, 2004 and 2003, we hadrded a liability of $291 million, $211 milliomd $229 million, respectively, for
expected redemptions of 7 million, 6 million andridlion travel awards, respectively.

Frequent flyer program participants redee@i&dmillion, 2.9 million, and 2.8 million round-friaward tickets on Delta or any of our
partner airlines in 2005, 2004 and 2003, respegtivigproximately 9%, 8% and 9% of our total revemassenger miles were flown by
participants using award tickets in 2005, 2004 20@3, respectively. We believe that the relatively percentage of passenger miles flown
by SkyMile members traveling on program awards thedestrictions applied to travel awards minintize displacement of revenue
passengers.

Civil Reserve Air Fleet Program

We participate in the Civil Reserve Air FIESRAF”") program, which permits the U.S. militaty use the aircraft and crew resources of
participating U.S. airlines during airlift emergégs, national emergencies or times of war. We layreed to make available under the CRAF
program, during the period
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October 1, 2005 through September 30, 2006, aguodti our international range aircraft. As of Det®m31, 2005, the following numbers of
our aircraft are available for CRAF activation:

Number of
International
Passenge Number of Total
Description of Event Aircraft Aeromedical Aircraft

Stage Leading to Activation Allocated Aircraft Allocated by Stage
I Minor Crisis 7 Not Applicable 7
I Major Theater Conflic 14 7 21
Il Total National Mobilizatior 35 44 79

The CRAF program has only been activateddwhoth times at the Stage | level, since it wastad in 1951.

Additional Information

We make available free of charge on our welmir Annual Report on Form 10-K, our QuartergpBrts on Form 10-Q, our Current
Reports on Form 8-K and amendments to those ipersoon as reasonably practicable after thesetsege filed with or furnished to the
Securities and Exchange Commission. Informatiomwrwebsite is not incorporated into this Form KLOr our other securities filings and is
not a part of those filings.

ITEM 1A. RISK FACTORS

Risk Factors Relating to Delta

We filed for reorganization under Chapter 11 of thigankruptcy Code on September 14, 2005 and are ecttjo the risks and
uncertainties associated with Chapter 11 proceedir

For the duration of our Chapter 11 proceesiiogir operations, including our ability to execote business plan, are subject to the risks
and uncertainties associated with bankruptcy. Raskkuncertainties associated with our Chapterdédeedings include the following:

. the actions and decisions of our creditors andrdthid parties who have interests in our Chapfeptbceedings that may be
inconsistent with our plan

. our ability to obtain court approval with respexhbotions in the Chapter 11 proceedings prosedubed time to time

. our ability to develop, prosecute, confirm and eonmate a plan of reorganization with respect toGhepter 11 proceeding

. our ability to obtain and maintain normal termshaendors and service provide

. our ability to maintain contracts that are crititalour operations; ar

. risks associated with third parties seeking andiabyitg court approval to terminate or shorten thauwesivity period for us to

propose and confirm a plan of reorganization, too@qt a Chapter 11 trustee or to convert the cees€hapter 7 case

These risks and uncertainties could affectmsiness and operations in various ways. For pl@megative events or publicity associe
with our Chapter 11 proceedings could adverselgcafbur sales of tickets and the relationship with customers, as well as with vendors
employees, which in turn could adversely affect@perations and financial condition, particulaflyhie Chapter 11 proceedings are
protracted. Also, transactions outside the ordiratyrse of business are subject to the prior agpafthe Bankruptcy Court, which may
limit our ability to respond timely to certain evsror take advantage of certain opportunities.

Because of the risks and uncertainties aagativith our Chapter 11 proceedings, the ultinraggact that events that occur during these
proceedings will have on our business, financialdition and results of
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operations cannot be accurately predicted or dfieghtiand there is substantial doubt about ouiitghid continue as a going concern.

Employee strikes and other lab-related disruptions may adversely affect our opévas.

Our business is labor intensive, utilizingglanumbers of pilots, flight attendants and offesonnel. Approximately 17% of our
workforce is unionized. Strikes or labor disputethwur and our affiliates’ unionized employees naalyersely affect our ability to conduct
our business. Relations between air carriers amat lanions in the United States are governed byrtiikvay Labor Act, which provides tha
collective bargaining agreement between an aidime: a labor union does not expire, but insteadhescamendable as of a stated date. The
Railway Labor Act generally prohibits strikes ohet types of self-help actions both before and afteollective bargaining agreement
becomes amendable, unless and until the collebtivgaining processes required by the Railway Lalmbhave been exhausted.

We have been and continue to be in negotiatiath ALPA to reduce our pilot labor costs asuieed under our business plan. Because
we were not able to reach a consensual agreemtémfAWPA, on November 1, 2005, we filed a motiontwihe Bankruptcy Court under
Section 1113 of the Bankruptcy Code to reject aliective bargaining agreement with ALPA. In DecemB005, we reached an interim
agreement with ALPA, which was approved by the Bapicy Court and ratified by Delta’s pilots. Thegrim agreement provides, among
other things, for a reduction in (1) hourly piloage rates of 14% and (2) other pilot pay and ¢esis equivalent to approximately an
additional 1% hourly wage reduction. These redustibecame effective December 15, 2005, and remaffact until the earlier of (1) our
entering into a comprehensive agreement with ALRAlanges to the pilot collective bargaining agreetnor (2) the time that the neutral
panel described below issues its final order asghtether Delta is authorized to reject the pilotexive bargaining agreement under the legal
standards of Section 1113.

The interim agreement provides that Delta AbBA will seek to negotiate a tentative comprefemagreement, and establishes the
March 2006 time limits: (1) March 1, 2006, for tharties’ negotiating committees to reach a tengatigreement; (2) March 8, 2006, for
approval by the ALPA Master Executive Council; g8iiMarch 22, 2006, for pilot ratification. Becaube first of the March 2006 time lim
was not met, pursuant to our interim agreement AitRA, the matter at issue in Delta’s Section 1ii@&ion has been submitted to a
mutually agreed upon, neutral panel of three eggarairline labor matters for a binding decisiantbat issue. The interim agreement
provides that the panel’s decision must be issueldter than 45 days after the failure to meethglicable March 2006 time limit, which is
April 15, 2006. We cannot predict the outcome @&f tieutral panel’s decision as to whether or notwyeld be authorized to reject the
collective bargaining agreement.

If the neutral panel determines that we ate@ized to reject the collective bargaining agreat, ALPA has threatened to initiate a str
which we believe should not be permitted undeRh#way Labor Act. However, we cannot predict thiicome of any effort we might
undertake to obtain court relief to prevent or sacgirike or other forms of work disruption. A k&rior other form of significant work
disruption by ALPA would likely have a material radiye impact on our ability to continue operating business and would trigger an event
of default under our Post-Petition Financing Agreets if all or substantially all of our flight amdher operations are suspended for longer
than two days. As a result, we could be requirecttise operations permanently.

In addition, if we or our affiliates are u@lo reach agreement with any of our unionizedkwgyoups on future negotiations regarding
terms of their collective bargaining agreementsf additional segments of our workforce becomeounided, we may be subject to work
interruptions or stoppages, subject to the requerémof the Railway Labor Act and the Bankruptcyl€o

We have substantial liquidity needs and face siggdaht liquidity pressure.

At December 31, 2005, our cash and cash aelgnts and short-term investments were $2.0 billfdns amount reflects the net proceeds
from our sale of ASA to SkyWest and the net prosdeain our borrowings under our post-petition fioiaig agreements (“Post-Petition
Financing Agreements”), which consist of a SeciBager-Priority Debtor-in -Possession Credit Facflibm a syndicate of lenders (thBIP
Credit Facility”) and a modification agreement wiimerican Express Travel Related Services
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Company, Inc. (“Amex”) and American Express Banl§.B. that modified existing agreements with Amegler which Amex purchases
SkyMiles from us (the “Amex Post-Petition Facilily”

We have substantial liquidity needs in the operatibour business and face significant liquidityld&nges due to historically high aircr
fuel prices, low passenger mile yields, credit qgametessor holdbacks and cash reserves and otstgpressures. Accordingly, we believe that
our cash and cash equivalents and short-term imesss will remain under pressure during 2006 aedetiifter. Because substantially all of
our assets are encumbered and our Post-Petitiaméiing Agreements contain restrictions againsttaadil borrowing, we believe we will
not be able to obtain any material amount of addél debt financing during our Chapter 11 procegslin

Our Post-Petition Financing Agreements include finaial and other covenants that impose substantiasirictions on our financial
and business operation

The Post-Petition Financing Agreements inelfidancial covenants that, among other thingsjirequs to (1) maintain unrestricted funds
in an amount not less than $750 million through N3y 2006; $1 billion at all times from June 1, 8@Brough November 30, 2006;
$750 million at all times from December 1, 2006otigh February 28, 2007; and $1 billion at all tirtteereafter and (2) achieve certain levels
of EBITDAR (earnings before interest, taxes, dejat@m, amortization and aircraft rent, as definder additional information about our
financial covenants, see Note 8 of the Notes tdiwesolidated Financial Statements.

Our ability to comply with the EBITDAR covemiadepends on our ability to achieve the targetsehits of our business plan in certain
timeframes. If we are unable to achieve the tathbemefits that are contemplated in our business, ple may not be able to comply with |
EBITDAR covenant.

In addition, our Post-Petition Financing Agmeents restrict our ability to, among other thirigsur or secure additional indebtedness,
make investments, sell assets, pay dividends arrcbpse stock. If we fail to comply with the covetsain the Post-Petition Financing
Agreements and are unable to obtain a waiver ondment, an event of default would result undemRbst-Petition Financing Agreements.

The Post-Petition Financing Agreements contdtier events of default customary for debtorpimssession financings of this type,
including cross defaults to each other and cedhange of control events. Additionally, the suspamsf all or substantially all of our flight
and other operations for longer than two days wdualdhost circumstances, including as the resutfwfinability to operate because of a
strike by our pilots, be an event of default. Ifexent of default were to occur, the lenders cagldare outstanding borrowings under these
agreements immediately due and payable. As a regeiltould be required to cease operations perntignen

We have experienced significant losses in recergrgewhich have had a material adverse effect orr inancial condition. The
implementation of our business plan requires thaewnake significant changes to our busine

We recorded a consolidated net loss of $BliBrbfor the year ended December 31, 2005. Dutheyfive years ended December 31, 2!
we reported an aggregate consolidated net losgprbaimately $12.3 billion. As reflected by our @ler 11 filing, these losses are not
sustainable.

During the last several years, we implemepiadit improvement initiatives, which became thesis for our transformation plan
announced in late 2004 to address the conditicatdel to these losses. Our transformation plaratgsal of providing us with approximat:
$5 billion in annual benefits by the end of 2006 ¢ampared to 2002), primarily through cost redungti We are on track to obtain the full
$5 billion in benefits by the end of 2006. As ofd@enber 31, 2005, we had implemented initiativesrided to achieve approximately 90% of
these benefits.

The benefits we are realizing under our tiamsation plan are, however, being outpaced andkethby historically high aircraft fuel
prices. We continue to operate in a weak pricingrenment, which limits our ability to increase éarto offset high fuel costs. Accordingly,
we must make additional substantial changes irbasiness to further reduce our cost structure acigase our revenues in order to maintain
adequate liquidity and achieve long-term viabilltythe context of our Chapter 11 proceedings, axehadopted a business plan to target the
delivery of an additional $3 billion in annual béiteby the end of 2007.
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We cannot assure you that we will achievetdingeted benefits under our business plan otttiese benefits, even if achieved, will be
adequate for us to maintain financial viability.dddition, our business plan involves significammge to our business. We cannot assure yol
that we will be successful in implementing the planaddition, the implementation of key elemerftthe plan, such as employee job
reductions, may have an adverse impact on our éssiand results of operations, particularly inrtbar term. Furthermore, our existing
international operations and plans for expansioounfinternational operations under our businean pbuld be adversely affected by factors
such as reversals or delays in the opening ofdargiarkets, currency and political risks, taxa@oa changes in international government
regulation of our operations, including the abitibyobtain or retain needed route authorities ansifds.

Our business is dependent on the price and avaligibof aircraft fuel. Continued periods of histodally high fuel costs will continue t
materially adversely affect our operating resultskewise, significant disruptions in the supply afircraft fuel would materially
adversely affect our operations and operating retsu

Our operating results are significantly imiealcby changes in the price and availability ofrift fuel. Fuel prices increased substantially
in 2004 and 2005 and remained at historically hégfels at the end of 2005. In 2005, our averagkgdtee per gallon rose 47% to $1.71 as
compared to an average price of $1.16 in 2004004 2our average fuel price per gallon rose 42%oagpared to an average price of 81.78¢
in 2003. Our fuel costs represented 23%, 16%, &6 af our operating expenses in 2005, 2004 and,2@8pectively. These increasing ci
have had a significant negative effect on our tesafl operations and financial condition.

During the months of September and Octol@520our fuel costs and supplies were negativepaicted by two hurricanes, Katrina and
Rita, that struck the Gulf Coast region of the BdiBtates. These storms interfered with the opestf production facilities and refineries
Louisiana and Texas. As a result, our fuel cogsiicantly increased during the latter part of 20primarily from drastically increased costs
of refining crude oil into jet fuel.

Our ability to pass along the increased coffael to our customers is limited by the comiredi nature of the airline industry. We
generally have not been able to increase our farksgly offset the effect of increased fuel costéhe past and we may not be able to do so in
the future.

In addition, our aircraft fuel purchase cawts do not provide material protection againsteincreases or assure the availability of our
fuel supplies. We purchase most of our aircraft fteenm petroleum refiners under contracts thatladth the price based on various market
indices. We also purchase aircraft fuel on the spaiket, from offshore sources and under contthetispermit the refiners to set the price.
attempt to reduce our exposure to changes in fimdg) we periodically enter into heating and cradelerivatives contracts, though we may
not be able to successfully manage this exposni@etember 2005, the Bankruptcy Court authorize @nter into fuel hedging contracts
for up to 30% of our monthly estimated fuel constiom with hedging allowed in excess of that lefele obtained approval of the official
committee of unsecured creditors appointed in cduaper 11 proceedings (the “Creditors Committee'the Bankruptcy Court. In February
2006, we received approval from the Creditors Cottemito hedge up to 50% of our estimated 2006 aggdeduel consumption, with no
single month exceeding 80% of our estimated furbumption. We also agreed that we would not enterdany fuel hedging contracts that
extend beyond December 31, 2006 without additiapploval from the Creditors Committee or the Bapkey Court. Depending on the type
of hedging instrument used, our ability to benféim declines in fuel prices may be limited.

We are currently able to obtain adequate Isegopf aircraft fuel, but it is impossible to pietthe future availability or price of aircraft
fuel. Weather-related events, natural disastelgjgad disruptions or wars involving oil-producirgpuntries, changes in governmental policy
concerning aircraft fuel production, transportate@rmarketing, changes in aircraft fuel productiapacity, environmental concerns, and ¢
unpredictable events may result in additional &igiply shortages and fuel price increases in theduAdditional increases in fuel costs or
disruptions in fuel supplies could have additiomadative effects on us.
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The retirement of a significant number of our pilstprior to their normal retirement age of 60 coutdquire significant contributions t
our defined benefit pension plan for pilots, sigitantly disrupt our operations and negatively impamur revenue.

Under our defined benefit pension plan fdotgi(“Pilot Plan”),Delta pilots who retire can elect to receive 50%hef present value of th
accrued pension benefit in a lump sum in connedtibin their retirement and the remaining 50% ofitlaecrued pension benefit as an anr
after retirement. In recent years, our pilots hated prior to their normal retirement age of@@@reater than historical levels due to (1) a
perceived risk of rising interest rates, which cotdduce the amount of their lump sum pension lieeid/or (2) concerns about their ability
to receive a lump sum pension benefit if a noticmtent to terminate the Pilot Plan is issued dgra restructuring under Chapter 11 of the
Bankruptcy Code. While the Pilot Plan is curremiphibited from making the lump sum payments, @usrently projected that the lump sum
feature would become available in October 2006&fRilot Plan is not subject to termination prodegsl prior to that date. If a significant
number of pilot early retirements occurs in therrfature, the resulting lump sum payments, combing&l other factors, could trigger a
requirement to make contributions to the Pilot Rfaaxcess of amounts currently estimated. The atafuany additional contribution
depends on factors that are not currently known dredefore, cannot be reasonably estimated atithés An additional contribution could
have a material adverse impact on our liquidity.

A significant number of pilot early retirentsrin the near future could also disrupt our openstand have a material adverse impact on
our revenues because there may not be enough tailofgerate certain aircraft types for a periotirg, the duration of which cannot be
determined. We and ALPA had agreed to certain gions that helped mitigate the effect of pilot gaetirements on our operations over the
past eighteen months, but these provisions expineddecember 31, 2005. As of January 31, 2006, appedely 1,700 of our 5,900 pilots on
the active roster are at or over age 50 and thus al@ible to retire at the beginning of Februa®pe.

Our defined benefit pension plan funding requireminare significant, are affected by factors beyomar control and could have a
material adverse impact on our liquidit

Our funding obligations for certain of ouffided benefit pension plans (“DB Plans”) are goeethy the Employee Retirement Income
Security Act of 1974 (“ERISA”). During the year esdiDecember 31, 2005, we contributed approxim&886 million to our DB Plans.
Estimates of future funding requirements undeBePlans are based on various assumptions, in@dudugislative changes regarding these
obligations. These assumptions include, among dlfegs, the actual and projected market perforreari@ssets of the DB Plans; future
long-term corporate bond yields; statutory requiats; the terms of the DB Plans; and demographifda participants in the DB Plans,
including the number of participants, their salsud@d the rate of participant attrition.

Assuming current funding rules and curreanpdesign, we estimate that the funding requiresnemiler our DB Plans for 2006, 2007 and
2008 will aggregate approximately $3.4 billion, abisany liquidity shortfall contribution requiremenSubstantially this entire amount relz
to benefits earned prior to the Petition Date. Wkelve we are not required to fund such pre-petiimounts while operating under
Chapter 11 of the Bankruptcy Code. As noted betoi.egal Proceedingsh Item 3, DP3 and certain other entities unsudadigchallenget
this position in the Bankruptcy Court and the issueurrently on appeal to the District Court. & were required to make such pre-petition
contributions to the DB Plans, it would have aneade effect on our liquidity and could result inesnlier resumption of the Pilot Plan
making the lump sum payments to retiring pilotsjchihas described above, could cause disrupti@uiroperations and have a material e
on our revenues. If our DB Plans continue aftelewsrge from Chapter 11, we may be required to fulhg required contributions at that
date, including contributions related to benefasned prior to our Petition Date.

Based on our preliminary fiyeear forecast and additional information regardimgassets and liabilities for the DB Plans, wéelel that
under current pension funding rules, we would neeskek distress termination of both the NonpilahRnd the Pilot Plan in order to
successfully reorganize and emerge from ChaptelPridhosed legislation that passed in the U.S. Samat is now pending in a HouSenatt
Conference Committee would extend our funding @ltians for our DB Plans over 20 years. If the pegdi
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legislation is enacted in the form in which it peshe U.S. Senate, we hope to avoid a distressration of the Nonpilot Plan, though there
is no assurance that we can do so. We currentiguggelhowever, that the existence of the lump sption in the Pilot Plan and the significe
number of early pilot retirements it may drive matkenlikely that we could satisfy our funding adpitions to that plan even if the pending
legislation is enacted in the form in which it pagshe U.S. Senate.

For additional information about our penspans, see Note 12 of the Notes to the Consolidaieahcial Statements.

Interruptions or disruptions in service at one ofio hub airports could have a material adverse impan our operations

Our business is heavily dependent on ouratjoers at the Atlanta Airport and at our other firports in Cincinnati, JFK and Salt Lake
City. Each of these hub operations includes flight gather and distribute traffic from marketstia geographic region surrounding the hub
to other major cities and to other Delta hubs. ghdicant interruption or disruption in servicethé Atlanta Airport or at one of our other hi
could have a serious impact on our business, finhoondition and results of operations.

We are increasingly dependent on technology in aperations, and if our technology fails or we ar@able to continue to invest in
new technology, our business may be adversely adi

We have become increasingly dependent omtday initiatives to reduce costs and to enhanstorner service in order to compete in
the current business environment. For example,ave made significant investments in chétkiosks, Delta Direct phone banks and relz
initiatives across the system. The performanceraliability of our technology are critical to oubitity to attract and retain customers and our
ability to compete effectively. In this challengibgsiness environment, particularly during our Gaaefl proceedings, we may not be able to
continue to make sufficient capital investmentsim technology infrastructure to deliver these expe benefits.

In addition, any internal technology errorffaiture, or large scale external interruptionechnology infrastructure we depend on, such as
power, telecommunications or the internet, mayuglisour technology network. Any individual, sustdnor repeated failure of our
technology could impact our customer service asdltén increased costs. Like all companies, odhtelogy systems may be vulnerable to a
variety of sources of interruption due to eventgdmel our control, including natural disasters,dast attacks, telecommunications failures,
computer viruses, hackers and other security issMb8e we have in place, and continue to investéohnology security initiatives and
disaster recovery plans, these measures may ramtdzpiate or implemented properly to prevent a lessidisruption and its adverse financial
consequences to our business.

If we experience further losses of our senior mareagent and other key employees, our operating resatiuld be adversely affecte
and we may not be able to attract and retain adufithl qualified management personne

We are dependent on the experience and iydkrsbwledge of our officers and other key empla/teexecute our business plans. Our
deteriorating financial performance, along with Q@imrapter 11 proceedings, creates uncertainty tatdd to a significant increase in
unwanted attrition. We are at risk of losing mamaget talent critical to the successful transfororatind ongoing operation of our business.
If we continue to experience a substantial turnaverur leadership and other key employees, inolyi@is a result of planned overhead
reductions required by our business plan, our perdace could be materially adversely impacted.Heunhore, we may be unable to attract
and retain additional qualified executives as ndeddhe future.

We are facing significant litigation and if any surcsignificant litigation is concluded in a mannerdverse to us, our financial
condition and operating results could be materialiglversely affected.

We are involved in legal proceedings relatm@ntitrust matters, employment practices, emvirental issues and other matters conce
our business. As a result of our Chapter 11 filmgst attempts to collect, secure or enforce reesedith respect to pre-petition claims
against us are subject to the automatic
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stay provisions of Section 362(a) of the Bankrupgfogde and certain liabilities could be dischargethe Chapter 11 proceedings. While we
cannot reasonably estimate the potential lossédam of our legal proceedings because, for exantbe litigation is in its early stages or the
plaintiff does not specify damages being soughhdfoutcome of any significant litigation is adseto us and such proceedings are not
discharged in our Chapter 11 proceedings, our §ii@haondition and operating results could be mallgradversely impacted.

We are at risk of losses and adverse publicity steng from any accident involving our aircraft.

If one of our aircraft were to crash or bedlved in an accident, we could be exposed to Sagmit tort liability. The insurance we carry to
cover damages arising from any future accidents Ipeapadequate. In the event that our insuranoetisdequate, we may be forced to bear
substantial losses from an accident. In additioy,accident involving an aircraft that we operatésmperated by an airline that is one of our
codeshare partners could create a public percetttadrour aircraft are not safe or reliable, whichild harm our reputation, result in air
travelers being reluctant to fly on our aircraftidrarm our business.

Issuances of equity in connection with our restrueing increase the likelihood that in the future auability to utilize our federal
income tax net operating loss carryforwards mayleited.

Under federal income tax law, a corporat®mgenerally permitted to deduct from taxable incamany year net operating losses carried
forward from prior years. We have net operating loarryforwards of approximately $8.5 billion asd#cember 31, 2005. Our ability to
deduct net operating loss carryforwards could tgesti to a significant limitation if we were to ugrgo an “ownership change” for purposes
of Section 382 of the Internal Revenue Code of 188@Gmended, during or as a result of our Chdgt@roceedings.

Risk Factors Relating to the Airline Industry

The airline industry is highly competitive and, We cannot successfully compete in the marketplame, business, financial condition
and operating results will be materially adverselifected.

We face significant competition with respextoutes, services and fares. Our domestic ramesubject to competition from both new
and established carriers, some of which have sotisiis lower costs than we do and provide serdatiw fares to destinations served by us.
Our revenues continue to be materially adversepairted by the growth of low-cost carriers, with @rhive compete in most of our markets.
Significant expansion by low-cost carriers to oublairports could have an adverse impact on ounéss. We also face increasing
competition in smaller to medium-sized markets frapidly expanding regional jet operators. In additwe compete with foreign carriers,
both on interior U.S. routes, due to marketing endesharing arrangements, and in international etsrk

The continuing growth of low-cost carriersgluding Southwest, AirTran and JetBlue, in thetbahiStates has placed significant
competitive pressure on us and other network garrie addition, other hub-and-spoke carriers agchlS Airways and United Airlines have
reduced their costs through Chapter 11 reorganiza®ur ability to compete effectively with low-¢a=arriers, restructured carriers and other
airlines depends, in part, on our ability to ackievcost structure that is competitive with thaseiers. If we cannot lower our costs and
subsequently maintain our costs at a competitivel |¢hen our business, financial condition andrafieg results will continue to be
materially adversely affected.

The airline industry has changed fundamentally siathe terrorist attacks on September 11, 2001, andbusiness, financial
condition and operating results have been materyadldversely affectec

Since the terrorist attacks of SeptembeR00;1, the airline industry has experienced funddatemd permanent changes, including
substantial revenue declines and cost increaseshwwhve resulted in industmyide liquidity issues. The terrorist attacks sigrahtly reduce:
the demand for air travel, and additional terroaidtivity involving the airline industry could haes& equal or greater impact. Additional
terrorist attacks or fear of such attacks, evemifmade directly on the airline industry, negdthadfect us and the airline industry. Although
global economic conditions have improved from tlieipressed levels after September 11, 2001, theeaindustry in the United States has
continued to experience a reduction in
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high-yield business travel and increased priceieitg in customers’ purchasing behavior. In adlit, aircraft fuel prices have increased
significantly during the last several years, werhistorically high levels for an extended periadidg 2005 and remained at or near those
levels during the early part of 2006. The airlindustry has continued to add or restore capacipittethese conditions. We expect all of
these conditions will persist and will continueatdversely impact our operations and our effortgtorn to profitability.

The airline industry is subject to extensive goverant regulation, and new regulations may increasgr @perating costs.

Airlines are subject to extensive regulatang legal compliance requirements that resultgniicant costs. For instance, the FAA from
time to time issues directives and other regulati@hating to the maintenance and operation ofafirthat necessitate significant
expenditures. We expect to continue incurring espsrio comply with the FAA'’s regulations.

Other laws, regulations, taxes and airpdesand charges have also been imposed from titimécahat significantly increase the cost of
airline operations or reduce revenues. For exantipdeAviation and Transportation Security Act, whiiecame law in November 2001,
mandates the federalization of certain airport ggcprocedures and imposes additional securityiregnents on airports and airlines, most of
which are funded by a per ticket tax on passergeisa tax on airlines. The federal government gesntly proposed a significant increase in
the per ticket tax. Due to the weak revenue enwiemt, the existing tax has negatively impactedreuvenues because we generally have not
been able to increase our fares to pass theseffig®@sour customers. Similarly, the proposed ticagtincrease, if implemented, could
negatively impact our revenues.

Furthermore, we and other U.S. carriers abgest to domestic and foreign laws regarding myvaf passenger and employee data tha
not consistent in all countries in which we operéteaddition to the heightened level of concemareing privacy of passenger data in the
United States, certain European government ageaoéegitiating inquiries into airline privacy ptaes. Compliance with these regulatory
regimes is expected to result in additional oprgatiosts and could impact our operations and atydwexpansion.

Our insurance costs have increased substantiallygagsult of the September 11 terrorist attacksddurther increases in insurance
costs or reductions in coverage could have a matkaidverse impact on our business and operatingutes

As a result of the terrorist attacks on Seytter 11, 2001, aviation insurers significantly reeldithe maximum amount of insurance
coverage available to commercial air carriers ifility to persons (other than employees or pagses) for claims resulting from acts of
terrorism, war or similar events. At the same timéation insurers significantly increased the prens for such coverage and for aviation
insurance in general. Since September 24, 2001) fBegovernment has been providing U.S. airlingl war-risk insurance to cover losses,
including those resulting from terrorism, to paggas, third parties (ground damage) and the airbrdf. The coverage currently extends
through August 31, 2006 (with a possible extensioBecember 31, 2006 at the discretion of the $a&gref Transportation). The withdraw
of government support of airline war-risk insuramaauld require us to obtain war-risk insurance cage commercially, if available. Such
commercial insurance could have substantially desérable coverage than currently provided by tt& lJovernment, may not be adequat
protect our risk of loss from future acts of teisar, may result in a material increase to our apggaxpenses or may not be obtainable at all,
resulting in an interruption to our operations.

ITEM 1B. UNRESOLVED STAFF COMMENTS

None.
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ITEM 2. PROPERTIES

Flight Equipment
The table set forth below shows our aircilaftt at December 31, 2005.

Current Fleet

Capital Operating Average

Aircraft Type Owned Lease Lease Total Age
B737-200 5 7 17 29 20.¢
B737-300 — — 7 7 19.€
B737-800 71 — — 71 5.2
B757-200 77 10 34 121 14.2
B767-200 4 — — 4 22.¢
B767-300 4 10 10 24 15.¢
B767-300ER 50 — 9 59 9.¢
B767-400ER 21 — — 21 4.8
B777-200ER 8 — — 8 5.¢
MD-88 63 16 41 12C 15.t
MD-90 16 — — 16 10.1
CR.-100/200 57 — 85 142 6.€
CR.-700 27 — — 27 2.4
Total 402 43 20z 64¢

Our purchase commitments (firm orders) focraift as well as options to purchase additionairaft, as of December 31, 2005, are shown
below. We have a long-term agreement with The Bp&8ampany (“Boeing”) that covers firm orders, opsaand rolling options for certain
mainline aircraft through calendar year 2017. @mgtterm agreement with Bombardier Inc. coversamgtifor certain regional jet aircraft
through calendar year 2010. See Note 1 to the Notds Consolidated Financial Statements for &uithit information about the treatment of
executory contracts under the Bankruptcy Code.

Delivery in Calendar Year Ending

After
Aircraft on Firm Order 2006 2007 2008 2009 2009 Total
B737-800 — 10 @ 14 — 26 50
B777-200 — — 2 3 — 5
Total — 10 16 3 26 55

1) We have a definitive agreement, which was apmtdwethe Bankruptcy Court, with a third party tdl 4 B737-800 aircraft immediately after those
aircraft are delivered to us by the manufacturéd@?7. These aircraft are included in the aboviethécause we continue to have a contractual dlait
to purchase these aircraft from the manufacti

Delivery in Calendar Year Ending

After Rolling
Aircraft on Option ) 2006 2007 2008 2009 2009 Total Options
B737-800 — — 12 24 24 60 16€
B767-300/300ER — 1 2 2 5 10 4
B767-400ER — 1 2 2 15 20 —
B777-200ER — — 1 1 18 20 5
CR.-200 — 13 17 15 5 50 —
CR.-700 — 11 15 16 4 46 —
Total — 26 49 60 71 20€ 177

@  Aircraft options have scheduled delivery slots, l&hdlling options replace options and are assigledivery slots as options expire or are exerci
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Ground Facilities

We lease most of the land and buildings wWeabccupy. Our largest aircraft maintenance baaéows computer, cargo, flight kitchen and
training facilities and most of our principal offis are located at or near the Atlanta Airport,andlleased from the City of Atlanta generally
under long-term leases. We own a portion of ourgipal offices, our Atlanta reservations center atiter real property in Atlanta.

We lease ticket counter and other terminatspoperating areas and air cargo facilities istrobthe airports that we serve. At most
airports that we serve, we have entered into usgeatgnts which provide for the non-exclusive useinivays, taxiways, and other
improvements and facilities; landing fees undes¢éhagreements normally are based on the numbandihigs and weight of aircraft. These
leases and use agreements generally run for pesfddss than one year to thirty years or more,@fteh contain provisions for periodic
adjustments of lease rates, landing fees and olta@ges applicable under that type of agreememtmiples of major leases and use
agreements at Delta hub or other significant atgptbrat will expire in the next several years inldpamong others: (1) Atlanta central
passenger terminal lease and the airport use agrep(8) Salt Lake City airport use and lease ages#; and (3) New York LaGuardia
terminal lease. We also lease aircraft maintenéamikties at certain airports, including, amongens, our main Atlanta maintenance base
hangar facilities at the Cincinnati/ Northern Kezkty International Airport, Tampa International Aamp and Salt Lake City International
Airport. Our aircraft maintenance facility leasesngrally require us to pay the cost of providingemting and maintaining such facilities,
including, in some cases, amounts necessary tdglatyservice on special facility bonds issuednarice their construction. We also lease
marketing, ticket and reservations offices in dartacations for varying terms. Additional inforniat relating to our leases of our ground
facilities is set forth in Note 9 of the Notes ke tConsolidated Financial Statements.

In recent years, some airports have increasedught to increase the rates charged to arliméevels that we believe are unreasonable.
The extent to which such charges are limited byusteor regulation and the ability of airlines ntest such charges has been subject to
litigation and to administrative proceedings befitre DOT. If the limitations on such charges ataxed, or the ability of airlines to challen
such charges is restricted, the rates chargedrpgrts to airlines may increase substantially.

The City of Atlanta, with our support and theport of other airlines, is currently implemegtportions of a ten year capital improverr
program (the “CIP") at the Atlanta Airport. Implentation of the CIP should increase the numberighifs that may operate at the airport and
reduce flight delays. The CIP includes, among othieigs, a new approximately 9,000 foot full-seevicnway (targeted for completion in
May 2006), related airfield improvements, additioie@aminal and gate capacity, new cargo and othppart facilities and roadway and other
infrastructure improvements. If fully implementeélde CIP is currently estimated by the City of Atkaio cost approximately $6.8 billion,
which exceeds the $5.4 billion CIP approved byaiknes in 1999. The CIP runs through 2010, wittividual projects scheduled to be
constructed at different times. A combination afdeal grants, passenger facility charge revenunesased user rentals and fees, and other
airport funds are expected to be used to pay CéBsabrectly and through the payment of debt servit bonds. Certain elements of the CIP
have been delayed, and there is no assurancénéh@iP will be fully implemented. Failure to implent certain portions of the CIP in a
timely manner could adversely impact our operatiirihie Atlanta Airport.

During 2001, we entered into lease and filranagreements with the Massachusetts Port Auth@iMassport”) for the redevelopment
and expansion of Terminal A at Logan. The new teahdpened in March 2005 and has enabled us totidate all of our domestic
operations at that airport into one location. Rrbf®sts were funded with $498 million in proce&dsn special facility bonds issued by
Massport on August 16, 2001. We agreed to pay ¢he skrvice on the bonds under an agreement wisMat and issued a guarantee to the
bond trustee covering the payment of the debt semwn the bonds. Additional information about thieseds is set forth in Note 8 of the Nc
to the Consolidated Financial Statements.

For additional information about our effotbsrestructure our real estate related obligatiormur Chapter 11 proceedings, see
“Management’s Discussion and Analysis of Finan€iahdition and Results of Operation — Key ChapteEfforts — Real Estate and
Special Facility Bond Restructurings and Recharaztton Litigation” in Item 7.
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ITEM 3. LEGAL PROCEEDINGS

Chapter 11 Proceedings

As discussed above, on September 14, 200andeertain of our subsidiaries filed voluntaryitens for reorganization under Chaptel
of the Bankruptcy Code in the Bankruptcy Court. Té@rganization cases are being jointly administemeder the caption “In re Delta Air
Lines, Inc., et al., Case No. 05-17923-ASH.” Thebdrs continue to operate their business as “delino-possession” under the jurisdiction
of the Bankruptcy Court and in accordance withapplicable provisions of the Bankruptcy Code antkos of the Bankruptcy Court. As of
the date of the Chapter 11 filing, virtually allnging litigation (including actions described be)as/stayed, and absent further order of the
Bankruptcy Court, no party, subject to certain @tioms, may take any action, also subject to aegaceptions, to recover on pre-petition
claims against the Debtors. At this time it is possible to predict the outcome of the Chapteiilitigé or their effect on our business.

Coincident with the Chapter 11 filing, wegt@d making contributions to our qualified pengiens and payments from our non-
qualified pension plans for benefits earned prathe filing. In September 2005, the Delta Pilotsn$ton Preservation Organization (“DP3"),
an organization consisting of retired Delta pildiited a motion in the Bankruptcy Court to compet tontinued payment of collectively-
bargained pension benefits to retired pilots. Spmadiy, DP3 sought an order requiring us to (1ptoue making non-qualified pension
payments to retired pilots; and (2) make requireatributions to the qualified pension plan for biisesarned prior to the Petition Date. DP3
argued that because Delta had not rejected itsatile bargaining agreement with ALPA, and becaush agreement required us to main
both the qualified and non-qualified plans, we t@adontinue such payments regardless of the batdyrdiing until the time Delta rejected
the collective bargaining agreement with ALPA. D$Biotion was supported by Fiduciary Counselorsirttiependent fiduciary for the
qualified pension plan, and ALPA. We and the CaditCommittee opposed the motion on the basishleatequested contributions and
payments were for benefits that were earned poitihé Petition Date, and under controlling law,weze not required to make such payments
at that time (and still are not required to makehspayments).

In October, the Bankruptcy Court denied DR8&tion on procedural grounds and DP3, joined loy&iary Counselors and ALPA, filed
an appeal of that decision to the United StatetribisCourt for the Southern District of New Yorkhe appellants have filed opening briefs
with the District Court in which they also urge théstrict Court to decide the case on the meritgl, @ot necessarily restrict itself to the
procedural issue relied on by the Bankruptcy Ciuitls decision. Delta has filed its oppositiondbri

In December 2005, subsequent to the Bankyuptaurt’s decision on the DP3 motion, several ifdiials, all of them retired Delta pilots,
commenced an adversary proceeding in the Bankrupdcyt on behalf of themselves and a class congisti approximately 5,800 retired
Delta pilots and their survivors, raising issuelsstantially overlapping with those raised by DP&tion. In January 2006, on Delta’s
motion, the Bankruptcy Court extended Delta’s timanswer or otherwise move with respect to trasslction until thirty days after the
District Court’s resolution of the appeal concegithe Bankruptcy Court’s ruling on DP3’s motion.

In Re Northwest Airlines, et al. Antitrust Litigatin

In June 1999, two purported class actiortrasti lawsuits were filed in the United States Bi$tCourt for the Eastern District of Michig
against Delta, US Airways and Northwest.

In these cases, plaintiffs allege, amongrathiags: (1) that the defendants and certain adiréines conspired in violation of Section 1 of
the Sherman Act to restrain competition in the sélair passenger service by enforcing rules piitihdpcertain ticketing practices; and
(2) that the defendants violated Section 2 of ther®an Act by prohibiting these ticketing practices

Plaintiffs have requested a jury trial. Ths&gek injunctive relief; costs and attornefeg's; and unspecified damages, to be trebled uhd
antitrust laws. The District Court granted the piiiis’ motion for class action certification anémied the airlines’ motions for summary
judgment in May 2002. On May 4, 2004, the Dist@cturt issued a supplemental order defining varfamtiff subclasses. The subclas
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pertinent to Delta include: (1) for the purposetaf Section 1 claim, a subclass of persons orentitho purchased from a defendant or its
agent a full fare, unrestricted ticket for travalany of certain designated city pairs originatingerminating at Delta’s Atlanta or Cincinnati
hubs, Northwest's hubs at Minneapolis, Detroit agrivphis, or US Airways’ hubs at Pittsburgh or Chiéeloduring the period from June 11,
1995 to date; (2) for the purpose of the SectiatalIn as it relates to its Atlanta hub, a subctEgsersons or entities who purchased from
Delta or its agent a full fare, unrestricted ticfattravel on any of certain designated city paiiginating or terminating at its Atlanta hub
during the same period; and (3) for the purpogh®fSection 2 claim as it relates to its Cincinhatd, a subclass of persons or entities who
purchased from Delta or its agent a full fare, stiieted ticket for travel on any of certain desitgd city pairs originating or terminating at its
Cincinnati hub during the same period. The Dist@iourt administratively closed this case on Septwmb, 2005 due to the bankruptcy
proceedings of Delta, Northwest and US Airways. Tase is subject to reopening upon further actiothb District Court.

Litigation Re September 11 Terrorist Attac

Delta is a defendant in numerous lawsuitsirzgiout of the terrorist attacks of September2DD]. It appears that the plaintiffs in these
actions are alleging that Delta and many othecairiers are jointly liable for damages resultingnfi the terrorist attacks based on a theory of
shared responsibility for passenger security simgeat Logan, Washington Dulles International Aifpand Newark Liberty International
Airport. These lawsuits, which are in preliminatgges, generally seek unspecified damages, ingyuinitive damages. Federal law limits
the financial liability of any air carrier for corapsatory and punitive damages arising out of the®eber 11 terrorist attacks to no more than
the limits of liability insurance coverage maintdhby the air carrier. Because this litigation wabject to the automatic stay imposed by our
Chapter 11 proceedings, the plaintiffs in theseslstg agreed to stipulations that limit their reeguof any judgment solely to available
insurance coverage in exchange for us agreeirif thd automatic stay. An order reflecting thigpsatation has been entered by the
Bankruptcy Court and our exposure in these lawssii®w limited to the deductible in our insurampagicies.

Delta Family-Care Savings Plan Litigatiot

On September 3, 2004, a retired Delta emgdijed a class action complaint (amended on Mag;2005) in the U.S. District Court for
the Northern District of Georgia against Delta taier current and former Delta officers and certairrent and former Delta directors on
behalf of himself and other participants in thetBéamily-Care Savings Plan (“Savings Plan”). Thmeaded complaint alleges that the
defendants were fiduciaries of the Savings Plan asduch, breached their fiduciary duties unddSERo the plaintiff class by (1) allowing
class members to direct their contributions untlerSavings Plan to a fund invested in Delta comstook; and (2) continuing to hold Deka’
contributions to the Savings Plan in Delta’s comraod preferred stock. The amended complaint seskages unspecified in amount, but
equal to the total loss of value in the particigaatcounts from September 2000 through Septeni®t #om the investment in Delta stock.
Defendants deny that there was any breach of fidyduty, and have moved to dismiss the complaihich motion is pending before the
District Court. The District Court has stayed tliian against Delta due to the bankruptcy filinggdave have filed an adversary proceeding
with the Bankruptcy Court seeking to extend thg sisto all defendants. The District Court is aimgithe results of that action before it
further considers the motion to dismiss filed by thdividual defendants.

* k *

The antitrust litigation described above basn administratively closed by the court. Additiltyy our exposure in the September 11
litigation has been limited as the result of aidtion we entered into with the plaintiffs. In daaf the cases described above in which we are
a defendant, we believe the plaintiffs’ claims waithout merit, and, to the extent these cases imeepding, we are vigorously defending the
lawsuits. However, an adverse decision in any e¢hcases could result in substantial damagessagain

For a discussion of certain environmentalteraf see “Business — Environmental Matters” imltke
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ITEM 4. SUBMISSION OF MATTERS TO A VOTE OF SECURITY HOLDERS

No matters were submitted to a vote of ogusty holders during the fourth quarter of thecfisyear covered by this report.

PART Il

ITEM 5. MARKET FOR REGISTRANT'S COMMON EQUITY, RELA TED STOCKHOLDER MATTERS
AND ISSUER PURCHASES OF EQUITY SECURITIES

Until October 13, 2005, our common stock waded on the New York Stock Exchange (“NYSE”") unitie symbol “DAL”. As the resul
of our bankruptcy proceedings, our common stock suspended from trading by the NYSE on OctobeR85 and thereafter delisted by
the NYSE. Our common stock has been quoted siacugpension from the NYSE on the Pink SheetsiBldctQuotation Service (“Pink
Sheets”) maintained by Pink Sheets LLC for the df&tl Quotation Bureau, Inc. The tickler symbol “DRQ" has been assigned to our
common stock for over-the -counter quotations.

The following table sets forth for the pesaddicated, the highest and lowest sales pricediocommon stock, as reported on the NYSE
for the period through October 13, 2005 and thetqus high and low bid quotations for our commdock as reported on the Pink Sheets for
the period beginning October 13, 2005. The quataticom the Pink Sheets reflect inter-dealer priegthout retail markup, markdown or
commissions, and may not represent actual trarsecti

High Low

Fiscal 2004
First Quarte! $13.2( $7.0C
Second Quarte 8.5¢ 452
Third Quartel 7.2t 2.7¢
Fourth Quarte 8.17 2.7¢

Fiscal 2005
First Quartel $ 7.7¢ $3.8C
Second Quarte 4,3¢ 2.4¢€
Third Quartel 4,1C 0.6¢
Fourth Quarter (through October 13, 20 0.87 0.5¢
Fourth Quarter (from October 13, 20( 0.8¢ 0.5C

As of February 28, 2006, there were approiage25,600 holders of record of our common stock.

We suspended the payment of dividends orconmmon stock in 2003. We expect to retain any &ugarnings to fund our operations and
meet our cash and liquidity needs. Therefore, waat@nticipate paying any dividends on our comstoiek in the future.

We believe that our currently outstanding ommn stock will have no value and will be canceleder any plan of reorganization that we
propose. Accordingly, we urge that caution be egertwith respect to existing and future investraémtour common stock and other
securities.
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ITEM 6.

Consolidated Summary of Operations
For the years ended December 31, 2005-2001

SELECTED FINANCIAL DATA

(in millions, except share dat 2005@) 2004 2003®) 20024 20016
Operating revenue $16,19: $15,23¢ $14,30¢ $13,86¢ $13,87¢
Operating expenst 18,19: 18,54 15,09: 15,17¢ 15,48:
Operating income (los: (2,007 (3,309 (785) (1,309 (1,602
Interest expense, n(®) 973 (787) (721) (62¢) (410
Miscellaneous income, n(?) 2 12t 32¢ 17 80
Gain (loss) on extinguishment of debt, — 9 — (42 —
Fair value adjustments of SFAS 133 derivati 1 (31) (9) (39 68
Loss before reorganization items, (2,975 (3,999 (1,189 (2,009 (1,864
Reorganization items, n (884 — — — —
Income (loss) before income taxes and cumulatifecebf change

in accounting principl (3,859 (3,999 (1,189 (2,002 (1,864
Income tax (provision) bene! 41 (1,206 41€ 73C 64¢
Net income (loss) before cumulative effect of clairgaccounting

principle (3,819 (5,199 779 (1,272 (1,216
Preferred stock dividenc (18) (19 17 (15) (14)
Net income (loss) attributable to common shareow $(3,836) $(5,217) $ (790 $(1,287) $(1,230
Earnings (loss) per sha

Basic and dilute: $(23.79) $(41.09) $ (6.40 $(10.49 $ (9.99
Dividends declared per common sh $ — $ — $ 0.0% $ 0.1C $ 0.1C
Other Financial and Statistical Data
For the years ended December 31, 2005-2001
2005 2004@ 2003® 2002@ 2001®

Total assets millions) $ 20,03¢ $ 21,80 $ 25,93¢ $ 24,30: $ 23,60¢
Long-term debt and capital leases (excluding carren

maturities) (millions) $ 6,557 $ 13,00t $ 11,53¢ $ 10,17 $ 8,347
Shareowner (deficit) equity (millions) $ (9,895 $ (5,796 $ (659 $ 89: $ 3,76¢
Shares of common stock outstanding at year 189,343,01 139,830,44 123,544,94 123,359,20 123,245,66
Revenue passengers enpla(thousands 118,85: 110,00( 104,45: 107,04¢ 104,94
Available seat mile(millions) 156,79: 151,67¢ 139,50! 145,23: 147,83
Revenue passenger mi(millions) 119,95 113,31: 102,30: 104,42: 101,71°
Operating revenue per available seat 10.3%¢ 10.04¢ 10.2¢¢ 9.55¢ 9.3¢¢
Passenger mile yie 12.1¢¢ 12.1%¢ 12.7:¢ 12.2¢¢ 12.74¢
Operating cost per available seat n 11.6(¢ 12.2:¢ 10.82¢ 10.4%¢ 10.4%¢
Passenger load fact 76.5(% 74.7(% 73.3% 71.9(% 68.8(%
Breakeven passenger load fac 86.9¢% 92.62% 77.7"% 79.25% 77.31%
Fuel gallons consume(millions) 2,49z 2,520 2,37( 2,51« 2,64¢
Average price per fuel gallon, net of

hedging gain: $ 171 $ 1.1¢€ $ 0.8z $ 0.67 $ 0.6

@ Includes an $888 million charge or $5.49 diluERSS for restructuring, asset writedowns, pensittieseents and related items, net and an $884 millio
charge or $5.47 diluted EPS for reorganizations(ste ltem 7,

@ Includes a $1.9 billion charge or $14.76 diluEeRS related to the impairment of intangible asse$t.2 billion charge or $9.51 diluted EPS foredesd
income tax valuation; a $123 million gain, or $0dilited EPS from the sale of investments; andlarédlion gain or $0.33 diluted EPS from
restructuring, asset writedowns, pension settlesnand related items, net (see Item

@) Includes a $268 million charge ($169 million nétax, or $1.37 diluted EPS) for restructuringsetsvritedowns, pension settlements and relateusite

net; a $398 million gain ($251 million net of tao, $2.03 diluted EPS) fc
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4)

®)

(6)
@)

Appropriations Act compensation; and a $304 millgain ($191 million net of tax, or $1.55 diluted ®For certain other income and expense items (see
Item 7).

Includes a $439 million charge ($277 million netax, or $2.25 diluted EPS) for restructuring, &ss&edowns, and related items, net; a $34 million
gain ($22 million net of tax, or $0.17 diluted ER&) Stabilization Act compensation; and a $94 imillcharge ($59 million net of tax, or $0.47 dildite
EPS) for certain other income and expense itengsl{em 7).

Includes a $1.1 billion charge ($695 million netax, or $5.63 diluted EPS) for restructuring, aseitedowns, and related items, net; a $634 mmillio

gain ($392 million net of tax, or $3.18 diluted ER& Stabilization Act compensation; and a $188iari gain ($114 million net of tax, or $0.92 diad
EPS) for certain other income and expense itengsl{sm 7).
Includes interest income.

Includes gains (losses) from the sale of investment
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ITEM 7. MANAGEMENT’S DISCUSSION AND ANALYSIS OF FIN ANCIAL CONDITION AND
RESULTS OF OPERATIONS

Overview

On September 14, 2005 (the “Petition Dated,and substantially all of our subsidiaries (alleely, the “Debtors”) filed voluntary
petitions for reorganization under Chapter 11 eflthnited States Bankruptcy Code (the “BankruptcdeZy in the United States Bankruptcy
Court for the Southern District of New York (thedBkruptcy Court”). The reorganization cases arad@intly administered under the
caption, “In re Delta Air Lines, Inc., et al., Case. 05 -17923-ASH.”

Our Chapter 11 filing followed an extendetbefby us to restructure our business to strengthe competitive and financial position. In
2004, we announced our transformation plan, whsdhtended to provide us with approximately $5idnillin annual financial benefits by the
end of 2006, as compared to 2002. While we were cantinue to be, on schedule to achieve the tadgatnefits, we experienced a liquidity
shortfall in 2005 due to historically high aircrédel prices and other cost pressures, continuegkssenger mile yields and cash holdbacks
instituted for the first time by our credit cardpessors. As a result, we determined that we amatldontinue to operate without the
protections provided by Chapter 11. In connectid@hwur Chapter 11 proceedings, we obtained $2lidibin post-petition financing, which
provided net proceeds of $1.2 billion after theuieed repayment of certain ppeetition facilities. For further information abootir Chapter 1
proceedings and our post-petition financing, seeesl@ and 8, respectively, of the Notes to the Glated Financial Statements.

For the year ended December 31, 2005, wededa consolidated net loss of $3.8 billion. Theseilts include $1.8 billion in aggregate
charges for reorganization items and pension astduaturing charges, net. See Notes 1 and 16 dfithes to the Consolidated Financial
Statements for further information about these @gsirOur cash and cash equivalents and short-temstiments were $2.0 billion at
December 31, 2005, compared to $1.8 billion at béwr 31, 2004.

The benefits we realized under our transfoionanitiatives during 2005 were outpaced and neddfy historically high aircraft fuel
prices, which continue to have a material adveffeeteon our financial performance. During 2005 aircraft fuel expense increased 46%
$1.3 billion, compared to 2004. In addition, we towe to operate in a highly competitive pricingzieanment, which limits our ability to
increase fares to offset high fuel costs and hdsatsignificant negative impact on our financiauks. Although revenue passenger miles
(“RPMs"), or traffic, and passenger revenue rosei® @005 compared to 2004, passenger mile yielcineed unchanged from the depressed
level of the prior year.

Chapter 11 Process

The Debtors are operating as “debtors-insession” under the jurisdiction of the Bankruptau@ and in accordance with the applicable
provisions of the Bankruptcy Code. In general, @lstars-in -possession, the Debtors are authorinddrnuChapter 11 to continue to operate as
an ongoing business, but may not engage in transaabutside the ordinary course of business withtwel prior approval of the Bankruptcy
Court.

The Bankruptcy Court has approved variousonstthat facilitate our continuation of normal cggéons. The Bankruptcy Court's orders
authorize us, among other things, in our discretiiorf1) provide employee wages, healthcare cowgnagcation, sick leave and similar
benefits without interruption; (2) honor obligatfoarising prior to the Petition Date (“pre-petitiobligations”) to customers and continue
customer service programs, including Delta’s Skgililrequent flyer program; (3) pay for fuel undeisting fuel supply contracts and honor
existing fuel supply, distribution and storage agnents; (4) honor pre-petition obligations relatedur interline, clearinghouse, code sharing
and other similar agreements; (5) pay pre-petitioiigations to foreign vendors, foreign servicevyitlers and foreign governments; and
(6) continue maintenance of existing bank accoantsexisting cash management systems.

Shortly after the Petition Date, the Debtmegan notifying all known current or potential dters of the Chapter 11 filing. Subject to
certain exceptions under the Bankruptcy Code, thlet@s’Chapter 11 filing automatically enjoined, or staydé continuation of any judic
or administrative proceedings or other actionsresgahe Debtors or their property to recover otiecoor secure a claim arising prior to the
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Petition Date. Thus, for example, most creditoroast to obtain possession of property from the Dehtor to create, perfect or enforce any
lien against the property of the Debtors, or tdezilon monies owed or otherwise exercise righteoredies with respect to a pre-petition
claim are enjoined unless and until the Bankru@ourt lifts the automatic stay. Vendors are beiagl fior goods furnished and services
provided after the Petition Date in the ordinaryrse of business.

As required by the Bankruptcy Code, the UhBgates Trustee for the Southern District of NesvkYappointed an official committee of
unsecured creditors (the “Creditors Committee”)e Treditors Committee and its legal representatiae® a right to be heard on all matters
that come before the Bankruptcy Court with respetihe Debtors. The Creditors Committee has bearrgdly supportive of the Debtors’
positions on various matters; however, there camdbassurance that the Creditors Committee wilpstpthe Debtorspositions on matters
be presented to the Bankruptcy Court in the futuren the Debtors’ plan of reorganization, onceppsed. Disagreements between the
Debtors and the Creditors Committee could protitaeiChapter 11 proceedings, negatively impact thiet@rs’ability to operate and delay t
Debtors’ emergence from the Chapter 11 proceedltigder Section 365 and other relevant sectioneeBankruptcy Code, we may assume,
assume and assign, or reject certain executoryamatand unexpired leases, including, withoutthtion, leases of real property, aircraft and
aircraft engines, subject to the approval of thakBaptcy Court and certain other conditions. Angaétion of an executory contract or
unexpired lease in this Form 10-K, including whapplicable our express termination rights or a tjfieation of our obligations, must be
read in conjunction with, and is qualified by, awerriding rejection rights we have under Sectiéb 8f the Bankruptcy Code. See Note 1 of
the Notes to the Consolidated Financial Statements.

In order to successfully exit Chapter 11, Erebtors will need to propose, and obtain confifaraby the Bankruptcy Court of, a plan of
reorganization that satisfies the requirementf®Bankruptcy Code. A plan of reorganization woalthong other things, resolve the
Debtors’ pre-petition obligations, set forth theised capital structure of the newly reorganizetityand provide for corporate governance
subsequent to exit from bankruptcy.

The Debtors have the exclusive right for tia@s after the Petition Date to file a plan of gamization and, if we do so, 60 additional d
to obtain necessary acceptances of our plan. ThirBatcy Court has extended these periods untyl Iii)) 2006 and September 9, 2006,
respectively, and these periods may be extendduefuiny the Bankruptcy Court for cause. If the Desitexclusivity period lapses, any party
in interest may file a plan of reorganization foyaf the Debtors. In addition to being voted orhimjders of impaired claims and equity
interests, a plan of reorganization must satisfiage requirements of the Bankruptcy Code and rhasipproved, or confirmed, by the
Bankruptcy Court in order to become effective. Arpbf reorganization has been accepted by holdeigins against and equity interests in
the Debtors if (1) at least one-half in number tmok-thirds in dollar amount of claims actually vagiin each impaired class of claims have
voted to accept the plan and (2) at least two-shindamount of equity interests actually votingeach impaired class of equity interests has
voted to accept the plan.

Under certain circumstances set forth iniBact129(b) of the Bankruptcy Code, the Bankrug@ourt may confirm a plan even if such
plan has not been accepted by all impaired clasfselaims and equity interests. A class of claimequity interests that does not receive or
retain any property under the plan on account ohslaims or interests is deemed to have votedjeztthe plan. The precise requirements
and evidentiary showing for confirming a plan nahstanding its rejection by one or more impairexbssés of claims or equity interests
depends upon a number of factors, including theeistand seniority of the claims or equity intereéstshe rejecting class (i.e., secured claims
or unsecured claims, subordinated or senior clgimerred or common stock). Generally, with respecommon stock interests, a plan r
be “crammed down” even if the shareowners recetveenovery if the proponent of the plan demonssréttat (1) no class junior to the
common stock is receiving or retaining property emithe plan and (2) no class of claims or intersstsor to the common stock is being paid
more than in full.

The timing of filing a plan of reorganizatiby us will depend on the timing and outcome of etons other ongoing matters in the
Chapter 11 proceedings. Although we expect todfifdan of reorganization that provides for our egeace from bankruptcy as a going
concern, there can be no assurance at this time tha
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plan of reorganization will be confirmed by the Bauptcy Court, or that any such plan will be impkamted successfully.

The Debtors will file with the Bankruptcy Qogchedules and statements of financial affaittingeforth, among other things, the assets
and liabilities of the Debtors, subject to the asgtions filed in connection therewith. All of thetedules will be subject to further
amendment or modification. Differences between amt®scheduled by the Debtors and claims by crextitdlt be investigated and resolved
in connection with the claims resolution proceadight of the expected number of creditors of Erebtors, the claims resolution process may
take considerable time to complete. Accordinglg, titimate number and amount of allowed claimsispnesently known, nor can the
ultimate recovery with respect to allowed claimgpbesently ascertained.

Our Business Plan

Our business plan is intended to make De#ianpler, more efficient and customer focusedragrlivith an improved financial condition.
As part of our Chapter 11 reorganization, we aekisgy $3 billion in annual financial benefits (renee enhancements and cost reductions) by
the end of 2007 from revenue and network improvemesavings to be achieved through the Chapteedttucturing process; and reduced
Mainline employee cost. This amount is in additionhe $5 billion in annual financial benefits we @an schedule to achieve by the end of
2006, as compared to 2002, under the transformptaonwe announced in 2004.

Components of the $3 billion in annual fin@hbenefits we are seeking by the end of 200 uhe]

Revenue and Network Productivity Improvemets. business plan targets $1.1 billion in benéditbe realized annually through revel
and network productivity improvements. Key initiags include:

. achieving financial benefits from the simplificatiof our aircraft fleet, including retiring fourekt types by the end of 2006,
two of which we retired in January 20(

. right-sizing capacity to better meet customer dednarcluding utilizing smaller aircraft in domestiperations, resulting in a
reduction of domestic Mainline capacity by-20% as compared to 2005 due to «capacity in the U.S. marke

. growing international presence by shifting witledy aircraft from domestic to international openas, resulting in an increa
of approximately 20% in international capacity B0B as compared to 2005 to pursue routes withgreasfit potential; an

. increasingpoini-to -point flying and rigk-sizing and simplifying our domestic hubs to achievgreater local traffic mi

We are strengthening our domestic hubs aodigg our international operations. As of Decemhe2005, we reduced capacity by
approximately 25% at Cincinnati, with the intentioiincreasing the percentage of local Cincinmafific from approximately 35% to nearly
50%. To respond to increased demand for servieenerging business and leisure destinations, wimareasing international capacity by
approximately 25% by the summer of 2006 in compart® our schedule in the summer of 2005, withcaifoon routes to Europe, Latin
America and the Caribbean. For example, we andh, neipect to certain routes, our contract carhiake added or announced plans to add
more than 50 new international routes in the lastryincluding over 20 since November 2005. In 28@8vice will be added to new
destinations in countries such as Denmark, Ecu&emnany, Honduras, Hungary, Israel, Jamaica, Mexi&raine, and United Kingdom,
some of which service is subject to government aygdr

As part of our revenue and network produttiiiprovements, we announced that Song’s servitengrge into Delta’s in May 2006.
We plan to add 26 First Class seats to each of81&757-200 aircraft now operating in Song’s sezyimnvert an additional 50 or more
Mainline aircraft to two-class service; and expaedsonal digital in-flight entertainment systentite converted aircraft. Our plan is to grow
this service, referred to as Song service, taatiscontinental Mainline routes beginning in tHedad2006 and all routes over 1,750 miles by
the end of 2007.

In-Court RestructuringOur business plan includes a target of $970 miliboost reductions to be realized annually throungbourt
restructuring initiatives such as debt relief, k2aad facility savings,
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aircraft lease rejections and negotiations, resiriugy of vendor contracts and changes to retiredioal benefits.

Competitive Employment CosBur business plan targeted $930 million of benéditse realized annually through reduced employment
costs. These reductions are planned to result fftanges to pay and benefits for our employees efilsae employee productivity
improvements, outsourcing and overhead reductions.

The total targeted benefit represents anmumgjping labor cost reductions of $605 million fromr nonpilot workforce — including
management. Specific components of nonpilot empétchanges include:

. Reducing pay at all levels of management effedwef November 1, 2005. This includes a 25% payatah for our Chief
Executive Officer; a 15% reduction for other offisgand a 9% reduction for supervisory and othemiatstrative personne

. Reducing pay scales by 7-10% for most front-ling@layees, excluding those earning less than $25000ally. These
changes were also effective as of November 1, Z

. Changes to employee benefit programs, includingzirgy future pension accruals, increased costreléor healthcare and
reductions in paid time off programs. Defined bémansion accruals were frozen effective Decen3de2005 for nonpilot
employees; other changes will be implemented irfiteehalf of 2006,

. Enhancing prof-sharing to allow all our employees to share infeisuccess from the first dollar of profitabili

As previously announced, our business plariernplates that approximately 7,000-9,000 jobslvéleliminated system-wide by the end
of 2007. A portion of these reductions contributesur targeted reduction in employment costs Ardémainder contributes to our targeted
benefits from revenue and network productivity impments. We plan to achieve these reductions ghrpreviously announced changes to
strengthen our route network and right-size ourciDimati hub, increased outsourcing and reducedheaet. The final number of job
reductions will depend in part upon changes tofleet.

We originally targeted ongoing, annual labest reductions of $325 million from our pilot wéokce, but have reduced the requested
amount to $305 million in connection with our efftw reach a consensual agreement with ALPA. Sexy ‘®hapter 11 Efforts” below
regarding the status of our pilot labor cost redurcinitiatives.

Key Chapter 11 Efforts

The following generally describes our effartshe Chapter 11 proceedings in the areas oidityy pilot labor cost reductions,
restructurings of aircraft fleet, and real estate special facility bond restructurings. See Notd the Notes to the Consolidated Financial
Statements for further information on the Chapferdorganization process.

Liquidity. On September 16, 2005, we entered into a Secuneer-HRriority Debtor-in -Possession Credit Agreemehich, as amended
(“DIP Credit Facility”), permits us to borrow up $1.9 billion from a syndicate of lenders arranggdseneral Electric Capital Corporation
(“GECC") and Morgan Stanley Senior Funding, IndVi¢rgan Stanley”), for which GECC acts as administeaagent. On the same date, we
entered into an agreement (the “Modification Agreeif) with American Express Travel Related ServiCespany (“Amex”) and American
Express Bank, F.S.B. pursuant to which we modifiedain existing agreements with Amex, including tagreements under which we had
previously borrowed $500 million from Amex (colleatly, the “Amex Pre-Petition Facility”). We usedartion of the proceeds of our
borrowings under the DIP Credit Facility to (1) aggn full the $480 million principal amount outsting under our preetition credit facility
for which GECC was agent (“GE Pre-Petition Faci)ity2) repay in full the $500 million principal amant outstanding under our Amex Pre-
Petition Facility; and (3) prepay $50 million oft$350 million principal amount that we borroweonfr Amex pursuant to the terms of the
Amex Pre-Petition Facility as modified by the Madittion Agreement (collectively, the “Amex Postifieh Facility”). The Bankruptcy
Court approved our entering into the DIP Creditilig@and the Modification Agreement.
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On March 27, 2006 we executed an amendedesmtated credit agreement with a syndicate of leniéel by GECC and Morgan Stanley
that replaced the DIP Credit facility in its entire

In September 2005, we entered into an amentro®ur Visa/MasterCard credit card processingagent to extend its term to October
2007. On January 26, 2006, with the authorizatiomfthe Bankruptcy Court, we entered into a letfesredit facility with Merrill Lynch.
Under the Letter of Credit Reimbursement Agreemigietrill Lynch issued a $300 million irrevocablestlby letter of credit Merrill Lynch
Letter of Credit”) for the benefit of our Visa/Mas€Card credit card processor (“Processor”). Asemplated in our Visa/MasterCard credit
card processing agreement (“Processing Agreememg&’gre providing the Merrill Lynch Letter of Créds a substitution for a portion of the
cash reserve that the Processor maintains. Unddé?rticessing Agreement, the Processor is perntittachintain a reserve from our
receivables that is equal to the Processor’s piatdiatbility for tickets purchased with Visa or Mi@rCard that have not yet been used for
travel (the “unflown ticket liability”). We estimatthat the reserve, which adjusts daily, will rabgeveen $450 million and $850 million
during the term of the Processing Agreement. Tloeddsing Agreement allows us to substitute theiMeynch Letter of Credit for a portic
of the cash reserve equal to the lesser of $30®mand 45% of the unflown ticket liability. Theeavill Lynch letter of credit will expire in
January 2008.

For further information about these liquiditjtiatives, see “Financial Condition and Liquiditin this Item 7 and Note 8 of the Notes to
the Consolidated Financial Statements.

In December 2005, the Bankruptcy Court autieorus to enter into fuel hedging contracts fotauf0% of our monthly estimated fuel
consumption, with hedging allowed in excess of tha¢! if we obtained approval of the Creditors Coittee or the Bankruptcy Court. In
February 2006, we received approval from the CoesliCommittee to hedge up to 50% of our estima@fb 2ggregate fuel consumption,
with no single month exceeding 80% of our estiméitedl consumption. We also agreed we would notrdnte any fuel hedging contracts
that extend beyond December 31, 2006 without auiditiapproval from the Creditors Committee or tleaiBuptcy Court. See Notes 5 and 6
of the Notes to the Consolidated Financial Statasnfem further information about fuel hedging.

Pilot Labor Cost Reduction®Ve have been in and continue to be in negotiatiatis ALPA to reduce our pilot labor costs as regdir
under our business plan. Because we were not@béath a consensual agreement with ALPA, on Noeerhp2005, we filed a motion with
the Bankruptcy Court under Section 1113 of the Bapicy Code to reject our collective bargainingesgnent with ALPA.

In December 2005, we reached an interim ageeé with ALPA, which was approved by the BankrypBourt and ratified by Delta’s
pilots. The interim agreement provides for, amotigeothings, a reduction in (1) hourly pilot wagees of 14% and (2) other pilot pay and
cost items equivalent to approximately an additidda hourly wage reduction. These reductions beceffeetive December 15, 2005, and
remain in effect until the earlier of (1) our embgrinto a comprehensive agreement with ALPA omges to the pilot collective bargaining
agreement; or (2) the time that the neutral paastdbed below issues its final order as to whelfledta is authorized to reject the pilot
collective bargaining agreement under the legaidgteds of Section 1113 of the Bankruptcy Code.

The interim agreement provides that Delta AbBA will seek to negotiate a tentative comprefemagreement, and establishes the
following time limits (“March 2006 time limits”) foreaching that agreement: (1) March 1, 2006,Hergarties’ negotiating committees to
reach a tentative agreement; (2) March 8, 2006approval by the ALPA Master Executive Council; g8fiMarch 22, 2006, for pilot
ratification. Because the first of the March 2006et limits was not met, pursuant to our interimesggnent with ALPA, the matter at issue in
Delta’s Section 1113 motion has been submittedntually agreed upon, neutral panel of three @zperairline labor matters for a binding
decision on that issue. The interim agreement das/that the panel’s decision must be issued rotlaén 45 days after the failure to meet
the applicable March 2006 time limit, which is Agkb, 2006. We cannot predict the outcome of thena¢ panel’s decision as to whether or
not we would be authorized to reject the collechaggaining agreement.

If the neutral panel determines that we ate@ized to reject the collective bargaining agreat, ALPA has threatened to initiate a str
which we believe should not be permitted undeRh#way Labor
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Act. However, we cannot predict the outcome of effigrt we might undertake to obtain court reliept@vent or stop a strike or other forms
of work disruption. A strike or other form of sidicant work disruption by ALPA would likely haveraaterial negative impact on our ability
to continue operating our business and would triggeevent of default under our post-petition ficiag agreements if all or substantially all
of our flight and other operations are suspendetbfyer than two days. As a result, we could lopiired to cease operations permanently.

Restructuring of Aircraft FleefA substantial portion of the cost savings from Ghepter 11 proceedings targeted in our business pla
arises from reductions in aircraft costs and feeiplification. We are negotiating with many of aircraft lessors and lenders to restructure
existing financings to reduce aircraft lease andenship costs to better reflect current marketstdte February 2006, the Bankruptcy Court
approved a term sheet we negotiated with a growpeafitors with respect to financing transactioms88 Mainline aircraft that would result
in approximately $200 million in annual savings ferover the next several years compared with xigtieg rent and debt service obligations
for those aircraft; these transactions are sulijecompletion of definitive documentation and cierather conditions. We have also reached
agreements in principle to restructure a substamtimber of other Mainline aircraft and some regiget aircraft. We are in negotiations to
restructure a substantial number of other regipalircraft. These transactions will be subjedB&mkruptcy Court approval. In addition, we
must enter into definitive documentation for altegments in principle that we reach, and satisfiageconditions. To the extent that we are
unable to restructure additional financings or emt® definitive documentation, lessors or lendasy seek to repossess aircraft. The loss
significant number of aircraft could result in atevéal adverse effect on our operating and findmmaformance. See Note 9 to the Notes to
the Consolidated Financial Statements for furthsrimation about our aircraft leases.

We have also rejected leases, relinquishedgssion of, returned, and sold certain aircraddjast our fleet size to more closely match
needs and to reduce costs. In addition to twoairtypes that we eliminated from our fleet in Jary2006, we intend to eliminate two more
aircraft types from our fleet by the end of 2006.

Real Estate and Special Facility Bond Restructusiagd Recharacterization LitigatioAs part of our business plan, we are evaluating
real estate needs. In appropriate cases, wherbfmsse are taking actions to right-size our féieid, reduce real estate related costs and
restructure lease and debt obligations. Among ettserch actions may involve the sale of certaip@ries, the renegotiation or rejection of
certain leases, litigating whether certain spdeaieility bond obligations are lease or debt finagcobligations and stopping payment on
various unsecured debt obligations.

Prior to the Petition Date, a number of @ailities, improvements and, in certain cases,@gent were financed with the proceeds of
special facility bonds issued by various governrakeentities. At December 31, 2005, there was d 6§t§1.8 billion in principal amount of
such special facility bonds outstanding. As disedss Note 8 of the Notes to the Consolidated RirsdrStatements, $397 million of such
bonds are backed by GECC letters of credit, withreimbursement obligations to GECC being secuyeddstain of our aircraft and other
assets.

Our liability with respect to certain of tepecial facility bonds outstanding at December2805 may constitute debt obligations for
bankruptcy purposes even if contained in an agraethat is labeled a “lease.” Successful recharietton of such obligations as pre-
petition debt obligations could enable us to cudabt service payments with respect to such beridle continuing to use the facilities and
making only true lease payments, such as grourtdaehe relevant airport operator.

To date, we have filed one lease recharaetiéon action in Bankruptcy Court. The action retato approximately $47 million principal
amount of special facility bonds issued by the Begi Airports Improvement Corporation to financeophavements to certain Los Angeles
International Airport terminal facilities occupiég us. The Bankruptcy Court has suspended actitinisrmatter pending a decision of the
Seventh Circuit Court of Appeals on a similar cas®lving United Airlines.

Although we are committed to restructuring mal estate related obligations in a mannerghatides us with appropriate facilities at
reasonable costs while substantially reducing ear estate related costs and
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obligations, there is no assurance that such effwitt be successful or that there will be no adeegffect on us or our operations.
See Notes 8 and 9 to the Notes of the Caeteldl Financial Statements for further information.

Basis of Presentation of Consolidated Financial Staments

Our Consolidated Financial Statements haea Ipeepared in accordance with accounting prinsigknerally accepted in the United
States of America (“GAAP”), including the provis®of American Institute of Certified Public Accoants’ Statement of Position
90-7, “Financial Reporting by Entities in Reorgaatian Under the Bankruptcy Code” (“SOP 90-7"),a0going concern basis. This
contemplates the realization of assets and sdiifacf liabilities in the ordinary course of buess. Accordingly, our Consolidated Financial
Statements do not include any adjustments relatitige recoverability of assets and classificatibhabilities that might be necessary should
we be unable to continue as a going concern.

As a result of sustained losses, labor isandsour Chapter 11 proceedings, the realizaticasséts and satisfaction of liabilities, without
substantial adjustments and/or changes in ownerargpsubject to uncertainty. Given this uncenaititere is substantial doubt about our
ability to continue as a going concern.

The accompanying Consolidated Financial States do not purport to reflect or provide for tomsequences of the Chapter 11
proceedings. In particular, the financial stateraetat not purport to show (1) as to assets, thelizable value on a liquidation basis or their
availability to satisfy liabilities; (2) as to ppetition liabilities, the amounts that may be akalfor claims or contingencies, or the status and
priority thereof; (3) as to shareowneesjuity accounts, the effect of any changes thatbeaypade in our capitalization; or (4) as to openat
the effect of any changes that may be made in osinbss.

Results of Operations — 2005 Compared to 2004

Net Loss
We recorded a consolidated net loss of $BliBrbin 2005, compared to a consolidated net los$5.2 billion in 2004.

Operating Revenues

Year Ended
December 31
Increase % Increase
(in millions) 2005 2004 (Decrease’ (Decrease’
Operating Revenue:
Passenge
Mainline $11,39¢ $10,88( $51¢ 5%
Regional affiliates 3,22¢ 2,91C 31E 11%
Total passenger reven 14,62+ 13,79( 834 6%
Cargo 524 50C 24 5%
Other, ne 1,04: 94E 98 10%
Total operating revent $16,19: $15,23¢ $95€ 6%
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Increase (Decrease) 2005 vs. 2004

2005

Passenger Passenger Passenger Load
(in millions) Revenue Revenue RPMs Yield RASM Factor

Passenger Revenue
North American passenger rever $11,50: 4% 4% — 3% 2.2
International passenger rever 3,00z 17% 13% 4% 4% —
Charter revenu 11¢ (2% (25)% 3% 20% (3.6)
Total passenger reven $14,62¢ 6% 6% — 3% 1.8

Operating revenues totaled $16.2 billion®®2, a $956 million increase as compared to the gear. Passenger revenue increased 6
a 3% increase in capacity. The increase in passeegenue reflects a 6% rise in RPMs, and a flasgager mile yield.

The relatively constant passenger mile yieftects our lack of pricing power due to the coaiing growth of low-cost carriers with which
we compete in most of our domestic markets, higlistry capacity and price sensitivity by our custosn enhanced by the availability of
airline fare information on the Internet. Duringtfourth quarter of 2005, passenger mile yieldaased 8% compared to the fourth quarter of
2004, which reflects a general improvement in therall business environment and the structural ghanve made to strengthen our route
network since our Chapter 11 filing. There can bassurance that the passenger mile yield williooatto improve.

Total Passenger Revenue per ASM (“Passeng8IMR) increased 3% to 9.33¢. Load factor increasd&points to 76.5%.

North American Passenger RevengeNorth American passenger revenue increased 48fpared to the prior year due to increased
traffic in 2005. In the first half of 2005 yieldseraged 5% below the first half of 2004, while le tsecond half of 2005 yields averaged 5%
higher than the second half of 2004.

International Passenger Revenae Higher international passenger revenue reflecapacity increase of 13%. RPMs also increased
13%, while passenger mile yield increased 4%. PaEseRASM increased 4% to 8.45¢ and load factorameed consistent with the prior
year. These increases reflect increases in seivicgernational destinations, primarily in tradaatic markets
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Operating Expenses

Year Ended
December 31,
Increase % Increase
(in millions) 2005 2004 (Decrease’ (Decrease’
Operating Expenses:
Salaries and related co $ 5,05¢ $ 6,33¢ $(1,280) (20)%
Aircraft fuel 4,271 2,92¢ 1,347 46%
Depreciation and amortizatic 1,27: 1,244 29 2%
Contracted service 1,09¢ 99¢ 97 10%
Contract carrier arrangemet 1,31¢ 932 38€ 41%
Landing fees and other rer 863 87t (12 ()%
Aircraft maintenance materials and outside ref 77€ 681 95 14%
Aircraft rent 541 71€ (17%) (24)%
Passenger commissions and other selling expt 94¢ 93¢ 9 1%
Passenger servit 34t 34¢ 4 ()%
Impairment of intangible asse — 1,87¢ (1,875 NM
Restructuring, asset writedowns, pension settlesnemd related
items, ne 88¢ (47) 92¢ NM

Other 81t 71z 10¢ 14%

Total operating expens $18,19: $18,54: $ (35]) (2%

Operating expenses for 2005 totaled $18I@bjlwhich includes a $888 million charge for resturing, asset writedowns, pension
settlements and related items, net. For additiofiaimation about this charge, see Note 16 of th&eblto the Consolidated Financial
Statements. Operating expenses for 2004 totaled $ill8on and include a $1.9 billion impairmentiafangible assets related to the write-off
of goodwill associated with Atlantic Southeast Aies, Inc. (“ASA”) and Comair. For additional infoation about this charge, see Note 7 of
the Notes to the Consolidated Financial Statemésis result of these items, operating expens#wiaggregate for 2005 and 2004 are not
comparable.

Operating capacity in 2005 compared to 20@4deiased 3% to 157 billion Available Seat Miles $¥s”), primarily due to operational
efficiencies from the redesign of our Atlanta hutnii a banked to a continuous hub, which allowetbliscrease system-wide capacity with
no additional Mainline aircraft. Operating Cost pemilable Seat Mile (“CASM”) decreased 5% to 11¢60 2005 compared to 2004.

Salaries and related costShe decrease in salaries and related costs includ&%6 decrease from salary rate reductions fopiboirand
nonpilot employees and a 7% decline due to lowadbeunt.

Aircraft fuel. Aircraft fuel expense increased $1.3 billion, of#€riven by higher fuel prices, which were slightfyset by a reduction in
total gallons consumed due to our sale of ASA tgVBést, Inc. (“SkyWest”) on September 7, 2005. Seéedncial Condition and Liquidity —
Sale of ASA” below for information about our safeASA. Our average fuel price per gallon incread@éo to $1.71 while total gallons
consumed decreased 1%. Fare increases implemaniad 8005 in response to rising aircraft fuel pa®ffset only a small portion of those
cost increases. During 2005, we had no signifibadiges or contractual arrangements to reduce elcdists below market levels. Our fuel
expense is shown net of fuel hedge gains of $10&min 2004.

Contract carrier arrangement€ontract carrier arrangements expense increasewply due to (1) a change in how we account for
ASA'’s expenses as a result of its sale to SkyWedt2) new contract carrier agreements with Shéttteerica Corporation (“Shuttle
America”) and Freedom Airlines, Inc. (“FreedomThese increases were partially offset by the teation of our contract carrier arrangern
with Flyi, Inc. in 2004. After the sale of ASA tk@Nest, expenses related to ASA are shown as airtaarier arrangements expense; prior
to the sale, expenses related to ASA as our wiogltyed subsidiary were reported in the applicabfgease line item.
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Aircraft rent. The decrease in aircraft rent expense largelyatsfle 21% decrease due to our lease restructurithggiDecember 2004
quarter, which resulted in the reclassificatiorteiftain aircraft leases from operating to cap#aldiscussed below, this reclassification
increased our interest expense. The reductiorrénadi rent expense also reflects our rejectiothefleases for 50 aircraft, the renegotiation of
the leases for seven aircraft and the reposses§itih aircraft in connection with our Chapter 1bgeedings during 2005.

Restructuring, asset writedowns, pension settlesnemd related items, ndRestructuring, asset writedowns, pension settlesremd
related items, net for 2005 includes:

. Pension Curtailment ChargA $447 million curtailment charge related to oufided benefit pension plans for our pilot
(“Pilot Plan™) and nonpilot (“Nonpilot Plan”) empjees. This charge relates to the freeze of seagcaials under the Pilot
Plan effective December 31, 2004 and the impatheplanned reduction of 6,000-7,000 jobs annouirt&tbvember 2004
on the Nonpilot Plan (see Note 12 of the NotehéoGonsolidated Financial Statemen

. Pension Settlemeni$388 million in settlement charges primarily rethte the Pilot Plan due to a significant increaspiiot
retirements and lump sum distributions from plasets (see Note 12 of the Notes to the Consolidéiteahcial Statements

. Workforce ReductiorA $46 million charge related to our decision in 2Q0 reduce staffing by approximately 7,000 to 9,00
jobs by December 2007. This charge was offset hgt&3 million reduction in accruals associatedhpitior year workforct
reduction programs

. Asset ChargeA $10 million charge related to the removal fromveee of six B737-200 aircraft prior to their leaeepiration
dates.

Restructuring, asset writedowns, pensiorese#nts and related items, net for 2004 includgsa @527 million gain related to the
elimination of the healthcare coverage subsidyhfmpilot employees who retire after January 1, 2(Bpsettlement charges totaling
$251 million primarily related to the Pilot Plar8) @ $194 million charge related to voluntary amebiuntary workforce reduction programs;
and (4) a $41 million aircraft impairment chargkated to our agreement, entered into in the Septe@@04 quarter, to sell eight owned MD-
11 aircraft.

Other.The increase in other operating expenses primagilgcts a 13% rise due to the increase of incréateosts associated with our
SkyMiles frequent flyer program (for further infoation regarding our SkyMiles frequent flyer progresee Note 2 of the Notes to the
Consolidated Financial Statements) and a 5% inerfram higher fuel taxes. These increases wergafprvffset by the impact of our sale of
ASA.

Other Income (Expense

Other expenses, net for 2005 increased 42887d million compared to other expenses, net 84%8illion for 2004. This change is
primarily attributable to the following:

. Interest expense increased primarily due to a 3iease from higher levels of debt outstandingtdgler interest rates as
well as a 10% rise due to additional interest egldb the reclassification of certain aircraft Emfrom operating leases to
capital leases as a result of renegotiations duhad>ecember 2004 quarter (see discussion ofadtiremt expense above).
These increases were offset by a 15% decreas@diie &ccounting treatment of certain interest@ésunder our Chapter 11
proceedings (see discussion of interest expenNetia 2 of the Notes to the Consolidated FinandiateBnents)

. Gain from sale of investments was $123 million @92 primarily due to the sale of our remaining égiriterest in Orbitz,
Inc. (“Orbitz"). For additional information abouté sale of our investment in Orbitz, see Note 1hefNotes to the
Consolidated Financial Statemer
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Reorganization Items, Ne

Reorganization items refer to revenues, esgeiiincluding professional fees), realized gamkslasses and provisions for losses that are
realized or incurred in the bankruptcy proceedifige following table summarizes the componentaiighet! in reorganization items, net on
our Consolidated Statement of Operations for tlee gaded December 31, 2005:

Year Ended

December 31
(in millions) 2005
Aircraft lease rejections, renegotiations and repssion{1)(2) $611
Debt issuance and discount cc®) 162
Facility lease(2®) 88
Professional fee 39
Interest incom (17)
Total reorganization items, n $884

(1) Estimated allowed claims from our rejection of thases for 50 aircraft, the renegotiation ofléfases for seven aircraft and the repossessioh of 1
aircraft.

(@ We record an estimated claim associated withgjeetion of an executory contract or unexpirecéeahen we file a motion with the Bankruptcy
Court to reject such contract or lease and belie&kit is probable the motion will be approved. Y¥eord an estimated claim associated with the
renegotiation of an executory contract or unexpieage when the renegotiated terms of such cordrdetise are not opposed or otherwise appt
by the Bankruptcy Court and there is sufficienbmfiation to estimate the clail

@) Reflects the writ-off of certain debt issuance costs and premiune®ijunction with valuing unsecured and undersecdedd.

@  Estimated allowed claims associated with facikitgdes and related bond obligatic

Claims related to reorganization items arkectéd in liabilities subject to compromise in @onsolidated Balance Sheet as of
December 31, 2005.

Income Tax Benefit (Provision

In 2004, we recorded a valuation allowance@wnnet deferred tax assets as we determinedsitweae likely than not that we would not
be able to realize the benefit of those tax aste®005, we increased our valuation allowance figraximately $1.6 billion. As a result, our
effective tax rate was (1.1)% and 30.2% for 200& 2004, respectively. For additional informatiorabthe income tax valuation allowance,
see Note 11 of the Notes to the Consolidated FinhBStatements.

Results of Operations — 2004 Compared to 2003
Net Loss

We recorded a consolidated net loss of $Bi@rbin 2004, compared to a consolidated net las$773 million in 2003.

Operating Revenue

Operating revenues totaled $15.2 billion®®2, a 6% increase from 2003. Passenger reventeased 6% on a 9% increase in capacity.
The increase in passenger revenue reflects an 5&%nrRPMs and a 4% decline in passenger mile y#®te increase in capacity was
primarily driven by the restoration of flights thae reduced in 2003 due to the war in Iraq. Thdiged the passenger mile yield reflected
our lack of pricing power due to the continuingwti of low-cost carriers with which we compete inghof our domestic markets, high
industry capacity and increased price sensitiwtypbr customers, enhanced by the availability dires fare information on the Internet.

Passenger RASM decreased 3% to 9.09¢. Ladok fmcreased 1.4 points to 74.7%.
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North American Passenger Revenudsrth American passenger revenues increased 4%1td ®illion for 2004 on a capacity increase of
7%. RPMs increased 9%, while passenger mile yaldi®o. Passenger RASM decreased 3% to 9.28¢. famolr increased by 1.1 points to
73.7%.

International Passenger Revenukgernational passenger revenues increased 18% &dfllion during 2004 on a capacity increase of
15%. RPMs increased 19%, while passenger mile yefthined unchanged. Passenger RASM increased 8%@6, and load factor rose 2.2
points to 78.9%. All of these increases are pripatie to the depressed levels in the prior yeanfthe war in Iraq.

Cargo and Other Revenué3argo revenues increased 7% to $500 million in 2@@#arily due to a 13% increase from higher
international freight volume and yield, which wastlly offset by a 5% decrease due to lower maliime and yield. Cargo ton miles
increased 6%, while cargo ton mile yield remaingdtively flat. Other revenues increased 15% td6®®llion, primarily reflecting a 6%
increase due to revenue from new airport handlomgracts and other miscellaneous contracts, a 88due to increased administrative
service charges, and a 3% increase due to higleshare revenue from capacity increases.

Operating Expense

Operating expenses were $18.5 billion for2@23%, or $3.5 billion, increase over 2003. Asassed below, the increase in operating
expenses was primarily due to (1) a $1.9 billiondwill impairment charge recorded in 2004; (2) #igantly higher fuel prices in 2004 than
in 2003; and (3) $398 million in reimbursementsreeeived under the Emergency Wartime Supplemergpfdpriations Act
(“Appropriations Act”) in 2003 which were recordaed an offset to operating expenses in that yearalipg capacity increased 9% to
152 billion ASMs primarily due to the restoratiohaapacity that we reduced in 2003 due to the warag. CASM increased 13% to 12.23¢.

Salaries and related costs were relativalyat $6.3 billion. This reflects a 3% decline do@ decrease in benefit expenses from our cost
savings initiatives and a 2% decline due to lowairMne headcount. These decreases were offsdt)lay3% increase due to higher pension
and related expense; (2) a 1% increase due tda gatary rate increase in May 2004 for our pilatder their collective bargaining agreen
which was partially offset by their rate decreaffeative December 1, 2004; and (3) a 1% increasetdgrowth in operations.

Aircraft fuel expense increased 51%, or $88iion, to $2.9 billion, with approximately $820iltion of the increase resulting from higt
fuel prices. The average fuel price per galloneased 42% to $1.16, and total gallons consumedased 7%. Approximately 8% and 659
our aircraft fuel requirements were hedged durid@fand 2003, respectively. As discussed in Natttbe Notes to the Consolidated
Financial Statements, in February 2004, we sedtlledf our fuel hedge contracts prior to their slled settlement dates, resulting in a
deferred gain of $82 million that we recognizedinig2004. In 2004, our fuel expense is shown nétieffhedge gains of $105 million, whi
included the gain related to the early settlem@nt. fuel expense for 2003 is shown net of fuel leeglgins of $152 million.

Contracted services expense increased 13ftaply reflecting a 4% increase from new contraotgrovide airport handling and other
miscellaneous services, a 2% increase due to temnprojects, a 2% increase due to the suspemditre Transportation Security
Administration (“TSA”) security fee from June 1,@to September 30, 2003 and subsequent reimbunseiared a 2% increase resulting
from higher capacity.

Expenses from our contract carrier arrangésnecreased 19% to $932 million, largely reflegtam 8% increase from higher fuel costs, a
7% increase due to growth under certain contraciscarrangements and a 3% increase from highéntereance expense.

Aircraft maintenance materials and outsigmies increased 8%, primarily due to increased rizdsevolume and higher costs from
scheduled maintenance events. Other selling expénseased 5%, primarily reflecting a 3% rise frimereased credit card charges due to
higher traffic and a 1% increase from advertising promotions. Passenger service expense incr&ésegrimarily due to increased traffic.

During December 2004, we recorded a $1.®hilimpairment charge, primarily related to goodwil accordance with Statement of
Financial Accounting Standards (“SFAS”) No. 142 o@awill and Other
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Intangible Assets” (“SFAS 142"). For additional@nfnation about the impairment charge, see NotetfieoNotes to the Consolidated
Financial Statements.

Restructuring, asset writedowns, pensioneseénts and related items, net totaled a $41 milliet gain for 2004 compared to a
$268 million net charge for 2003. The 2004 amounoludes (1) a $527 million gain related to the elmtion of the healthcare coverage
subsidy for nonpilot employees who retire afterulay 1, 2006; (2) settlement charges totaling $28lfon primarily related to our Pilot
Plan; (3) a $194 million charge related to voluptand involuntary workforce reduction programs; éhda $41 million aircraft impairment
charge related to our agreement, entered intoeirsdptember 2004 quarter, to sell eight owned MRidckaft. The charge for 2003 consists
of (1) $212 million related to settlements under Bilot Plan; (2) $43 million related to a net ailrhent loss for the cost of pension and
postretirement obligations for participants under 2002 workforce reduction programs; and (3) $4ilian associated with the planned sale
of 11 B737-800 aircraft. This charge was partiaffiset by a $28 million reduction to operating empes from revised estimates of remaining
costs associated with our restructuring activities. additional information about these restructgyriasset writedowns, pension settlements
and related items, net, see Note 16 of the Notdset€onsolidated Financial Statements.

Reimbursements under the Appropriations atled $398 million in 2003, representing reimbuorsats from the U.S. government to air
carriers for certain passenger and air carrierriggdees paid to the TSA. We recorded these anmmasta reduction to operating expenses in
our Consolidated Statement of Operations. For ahdit information about the Appropriations Act, $¢ate 20 of the Notes to the
Consolidated Financial Statements.

Other operating expenses increased 20%.pFmsarily reflects a 7% increase from higher prefenal fees mainly from our restructuring
and contingency planning efforts, a 4% increasetdweloss on certain aircraft transactions, a Aéteiase from a rise in the navigation
charges due to increased international capacityaad¥d increase due to higher fuel taxes.

Operating Loss and Operating Margi

We incurred an operating loss of $3.3 hillfon2004, compared to an operating loss of $78bamifor 2003. Operating margin, which is
the ratio of operating income (loss) to operatiegenues, was (22%) and (6%) for 2004 and 2003ectisply.

Other Income

Other expense, net for 2004 was $684 millemmpared to other expense, net of $404 millior2fa®3. This change is primarily
attributable to the following:

. Interest expense increased $67 million for 2004 mamed to 2003 primarily due to higher levels oftdaltstanding and high
interest rates on variable de

. Gain (loss) from sale of investments, net was $h2iBon for 2004 compared to $321 million for 2008.2004, we sold our
remaining equity interest in Orbitz, recognizingan of $123 million. The gain in 2003 was primari¢lated to a
$279 million gain from the sale of our equity intraent in WORLDSPAN, L.P. (“Worldspan”) and a $28lian gain from
the sale of a portion of our equity interest in i2rbFor additional information about these inveshts, see Note 18 of the
Notes to the Consolidated Financial Stateme

. Fair value adjustments of derivatives accountedifater SFAS No. 133, “Accounting for Derivative tingnents and Hedging
Activities” (“SFAS 133") resulted in a $31 milliocharge for 2004 compared to a $9 million charge2fi¥3. These
adjustments related to our equity warrants andrctingilar rights in certain companies and to darixainstruments used in
our fuel hedging program. For additional informatabout the impact of SFAS 133 on our Consolid&iatements of
Operations, see Note 6 of the Notes to the CoraelitiFinancial Statemen

. Gain (loss) on extinguishment of debt, net was $Bom for 2004 compared to zero in 2003. Durind)2Qwe recorded a gain
due to the exchange of certain of our unsecure¥ Naétes
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due 2005 for newly issued unsecured 8.0% SenitesNdue in December 2007. During 2003, we recoad&th million loss
from our purchase of a portion of the Delta Fan@lgre Savings Plan’s Series C Guaranteed Serial BBD#3, offset by a
$15 million gain related to a debt exchar

Income Tax Provision (Benefit

During 2004, we recorded an additional vatraallowance against our net deferred income s&ets, which resulted in a $1.2 billion
non-cash charge to income tax expense on our Gdated Statement of Operations. For additionalrimfition about the income tax
valuation allowance, see Note 11 of the Notes ¢oQbnsolidated Financial Statements.

Financial Condition and Liquidity

The matters described herein, to the extattthey relate to future events or expectatiorss; be significantly affected by our Chapter 11
proceedings. Those proceedings will involve, or megult in, various restrictions on our activitiggyitations on financing, the need to obtain
Bankruptcy Court and Creditors Committee approwaMarious matters and uncertainty as to relatigssith vendors, suppliers, customers
and others whom we may conduct or seek to condigihess.

Significant Liquidity Events
Debtor-in -Possession Financir

On September 16, 2005, we entered into tie@kdit Facility, which permits us to borrow upib.9 billion from a syndicate of lenders
arranged by GECC and Morgan Stanley Senior Fundireg(“Morgan Stanley”), for which GECC acts asradistrative agent. The
Bankruptcy Court approved our entering into the Bhedit Facility.

The DIP Credit Facility consists of a $600lim Term Loan A arranged by GECC (the “TLA"), @@ million Term Loan B arranged by
GECC (the “TLB”) and a $600 million Term Loan Camged jointly by GECC and Morgan Stanley (the “TL®©gether with the TLA and
TLB, collectively, the “DIP Loans”). We applied antion of these proceeds to (1) repay in full tA8@ million principal amount outstanding
under the GE Pre-Petition Facility; (2) repay iti fae $500 million principal amount outstandingden our Amex Pre-Petition Facility; and
(3) prepay $50 million of the $350 million principamount outstanding under our Amex Post-Petitiaacilky. The remainder of the proceeds
of the DIP Loans is available for our general coap® purposes.

Availability of funds under the TLA is subjgio a borrowing base calculation. If the outstagdamount of the TLA at any time exceeds
the borrowing base, we must immediately repay th& dr post cash collateral in an amount equal todRcess.

The TLA, TLB and TLC each mature on March 2608. Prior to the Amended and Restated DIP CFeatitlity (defined below), the TL,
bore interest, at our option, at LIBOR plus 4.508&0 index rate plus 3.75%; the TLB bore interasgur option, at LIBOR plus 6.50% or an
index rate plus 5.75%; and the TLC bore interdstua option, at LIBOR plus 9.00% or an index rahas 8.25%.

We may also request the issuance of up t0 $80ion in letters of credit under the DIP CreBacility, which amount must be fully cash
collateralized at all times such letters of credé outstanding.

Our obligations under the DIP Credit Facibty guaranteed by substantially all of our doroestbsidiaries (the “Guarantors”). We will
be required to make certain mandatory repaymerttseoDIP Loans in the event we sell certain assetsject to certain exceptions. Any
portion of the DIP Loans that are repaid throudhezivoluntary or mandatory prepayment may notebe®mrowed.

The DIP Loans and the related guaranteeseamgred by first priority liens on substantiallyaflour and the Guarantors’ present and
future assets (including assets that previouslyreetcthe GE Pre-Petition Facility) and by juni@nis on certain of our and the Guarantors’
other assets (including certain accounts receivateother assets subject to a first priority Beouring the Amex Post-Petition Facility
described below), in each case subject to certaiamions, including an exception for assets whiehsubject to
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financing agreements that are entitled to the bienaff Section 1110 of the Bankruptcy Code, togktent such financing agreements prohibit
such liens.

The DIP Credit Facility includes affirmativegegative and financial covenants that impose ankiat restrictions on our financial and
business operations, including our ability to, agother things, incur or secure other debt, makestments, sell assets and pay dividends or
repurchase stock.

The financial covenants require us to:

. maintain unrestricted funds in an amount not lbas $750 million through May 31, 2006; $1 billionadl times from June 1,
2006 through November 30, 2006; $750 million atialles from December 1, 2006 through February 2872and $1 billion
at all times thereafte“Liquidity Covenar”);

. not exceed specified levels of capital expenditdging any fiscal quarter; ar

. achieve specified levels of EBITDAR, as defined,doccessive trailing 12-month periods through M&©08. During 2005,
we were required to achieve increasing levels dffBR\R, including EBITDAR of $644 million for the Bnonth period
ending December 31, 2005. Thereafter, the minim@iTBAR level for each successive trailing 12-mop#riod continues
to increase, including $1.372 billion for the 12-mto period ended December 31, 2006; $1.988 bifioorthe 12-month period
ending December 31, 2007; and $2 billion for eaztmbnth period ending thereafter. If our cash omdhexceeds the
minimum cash on hand that we are required to maiptarsuant to the Liquidity Covenant, then the EBAR level that we
are required to achieve is effectively reducedhgyamount of such excess cash, up to a maximunctredwf $250 million
from the required EBITDAR leve

The DIP Credit Facility contains events ofaldt customary for debtor-in -possession finansjrigcluding cross-defaults to the Amex
Post-Petition Facility and certain change of cdrgk@nts. The DIP Credit Facility also includesmgeof default specific to our business,
including if all or substantially all of our flighand other operations are suspended for longertti@ays, other than in connection with a
general suspension of all U.S. flights, or if certeutes and, subject to certain materiality thodds, other routes, and slots and gates are
revoked, terminated or cancelled. Upon the occageri an event of default, the outstanding oblayetiunder the DIP Credit Facility may be
accelerated and become due and payable immediately.

On March 27, 2006, we executed an amendedesmtated credit agreement (the “Amended and ResRIP Credit Facility”) with a
syndicate of lenders led by GECC and Morgan Stattiayreplaced the DIP Credit Facility in its eeti. The aggregate amounts available to
be borrowed are not changed from the DIP Credillifaby the Amended and Restated DIP Credit FacilHowever, under the Amended
and Restated DIP Credit Facility, the interestgate borrowings have been reduced: the TLA beaesdst, at our option, at LIBOR plus
2.75% or an index rate plus 2.00%; the TLB beaeré@st, at our option, at LIBOR plus 4.75% or aseirate plus 4.00%; and the TLC bears
interest, at our option, at LIBOR plus 7.50% orirzatex rate plus 6.75%. The Amended and Restateddpéit Facility is otherwise
substantially the same as the DIP Credit Facilitgluding financial covenants, collateral, guarasteand events of default, and it allows the
execution of amendments to certain other credilifias and the reimbursement agreement with GE@&Cussed below under “GECC
Reimbursement Agreement Collateral Value Test”iardote 8 of the Notes to the Consolidated Findrigiatements.

Financing Agreement with Am

On September 16, 2005, we entered into thdifitation Agreement with Amex and American Expréssik, F.S.B. pursuant to which
modified certain existing agreements with AmexJuding the Amex Pre-Petition Facility under whicle Wad borrowed $500 million from
Amex. The Amex Pre-Petition Facility consisted wbstantially identical supplements to the two éxgagreements under which Amex
purchases SkyMiles from us, the Membership RewaAgteement and the Co-Branded Credit Card Prograneeékgent (collectively, the
“SkyMiles Agreements”). The Bankruptcy Court appedwour entering into the Modification Agreement aud assuming the SkyMiles
Agreements. Amex has the right, in certain
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circumstances, to impose a significant holdbackwsfreceivables, including for tickets purchasedgisan American Express credit card but
not yet used for travel.

As required by the Modification Agreement,®eptember 16, 2005, we used a portion of the potscef our initial borrowing under the
DIP Credit Facility to repay the outstanding prpadiamount of $500 million, together with interdstreon, that we had previously borrowed
from Amex under the Amex Pre-Petition Facility. Sitaneously, we borrowed $350 million from Amex sugnt to the terms of the Amex
Post-Petition Facility. The amount borrowed undier Amex Post-Petition Facility will be credited,égual monthly installments, towards
Amex’s actual purchases of SkyMiles during the 1ohth period commencing in July 2006. Any unusegayenent credit will carryover to
the next succeeding month with a final repaymetd ét&r any then outstanding advances no later B@mrember 30, 2007. Prior to March 27,
2006, the outstanding advances bore a fee, equivalénterest, at a rate of LIBOR plus a margiri0f25%. As the date of effectiveness of
the Amended and Restated DIP Credit Facility, tictviAmex consented, the fee on outstanding advashee®ased to a rate of LIBOR plu
margin of 8.75%.

On October 7, 2005, Amex consented to an dment to the DIP Credit Facility in return for a&payment of $50 million under the
Amex Post-Petition Facility. The prepayment willdredited in inverse order of monthly installmeadsing the 17-month period
commencing in July 2006.

Our obligations under the Amex Post-Petitt@tility are guaranteed by the Guarantors of thHe Otedit Facility. Our obligations under
certain of our agreements with Amex, including ohligations under the Amex Post-Petition Facilihe SkyMiles Agreements and the
agreement pursuant to which Amex processes trawkbther purchases made from us using Amex cradiiso(“Card Services Agreement”),
and the corresponding obligations of the Guaransoessecured by (1) a first priority lien on oight to payment from Amex for purchased
SkyMiles, our interest in the SkyMiles Agreements aelated assets and our right to payment from>Aumeler, and our interest in, the Card
Services Agreement and (2) a junior lien on théatedal securing the DIP Credit Facility.

With certain exceptions, the Amex Post-Ratitracility contains affirmative, negative and fig@l covenants substantially the same as in
the DIP Credit Facility. The Amex Post-Petition Hiccontains customary events of default, inchglicrossdefaults to our obligations unc
the DIP Credit Facility and to defaults under certather of our agreements with Amex. The Amex Hretition Facility also includes events
of default specific to our business, including upessation of 50% or more of our business opersfimeasured by net revenue) and other
events of default comparable to those in the DIBdEFacility. Upon the occurrence of an eventefadlt under the Amex Post-Petition
Facility, the loan under the Amex Post-Petitioniitganay be accelerated and become due and payabhediately. An event of default
under the Amex Post-Petition facility results iniammediate cross-default under the Amended andalResDIP Credit Facility.

The Amended and Restated DIP Credit Fadilityf the Amex Post-Petition Facility are subjearnantercreditor agreement that generally
regulates the respective rights and prioritieheflenders under each Facility with respect taatethl and certain other matters.

Sale of AS/

On September 7, 2005, we sold ASA to Sky\Viersa purchase price of $425 million. In conjunatigith this transaction, we amended
our contract carrier agreements with ASA and SkyMiddines, Inc. (“SkyWest Airlines”), a wholly owad subsidiary of SkyWest, under
which those regional airlines serve as Delta Cotimecarriers. The sale of ASA resulted in an imenial gain that is being amortized over
the life of our contract carrier agreement with A$Ar additional information on our contract caragreements with ASA and SkyWest
Airlines, see Note 10 of the Notes to the Constdiddrinancial Statements.

At the closing of our sale of ASA, we recel&350 million, representing $330 million of purebeprice and $20 million related to aircraft
deposits. As the result of our assumption of ountraxt carrier agreements with ASA and SkyWestiddd in our Chapter 11 proceedings, on
November 2, 2005, we received an additional $120omj consisting of $90 million of deferred purcfeaprice and $30 million in aircre
deposits. We may receive up to the remaining $8anibf deferred purchase price depending on réiswiu
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of a working capital adjustment. Upon the sale 8 we repaid, as required, $100 million of outgiag borrowings under a pre-petition
credit facility. The remaining proceeds from oulesaf ASA are available for general corporate psgso See Note 3 of the Notes to the
Consolidated Financial Statements for a list ofittegor classes of assets sold and liabilities assuny SkyWest.

Letter of Credit Facility Related to Visa/Master@atredit Card Processing Agreem:

On January 26, 2006, with the authorizatromfthe Bankruptcy Court, we entered into a letfezredit facility with Merrill Lynch. Unde
the Letter of Credit Reimbursement Agreement, Médryinch issued a $300 million irrevocable standétger of credit (“Merrill Lynch Letter
of Credit”) for the benefit of our Visa/MasterCarckdit card processor (“Processor”). As contemplateour Visa/MasterCard credit card
processing agreement (“Processing Agreement”),re@@viding the Merrill Lynch Letter of Credit assubstitution for a portion of the cash
reserve that the Processor maintains. Under theeBsing Agreement, the Processor is permitted totaia a reserve from our receivables
that is equal to the Processor’s potential liapfidr tickets purchased with Visa or MasterCardahhhave not yet been used for travel (the
“unflown ticket liability”). We estimate that the reserve, which adjusts dailyrange between $450 million and $850 millionruhg the terr
of the Processing Agreement. The Processing Agneeaflews us to substitute the Merrill Lynch Lett#rCredit for a portion of the cash
reserve equal to the lesser of $300 million and 45%e unflown ticket liability.

The Merrill Lynch Letter of Credit may onlgldrawn upon following certain events as describgtle Processing Agreement. In addit
the Processor must first apply both the portiothefcash reserve that the Processor will contiodmld and any offsets from collections by
the Processor before drawing on the Merrill Lyn@ttér of Credit to cover fare refunds paid to pagses by the Processor.

Our obligation to reimburse Merrill Lynch uerdhe Merrill Lynch Letter of Credit for any drawsade by the Processor is not secured anc
will constitute a super-priority administrative exse claim that is subject to certain other claimduding our post-petition financing. The
Merrill Lynch Letter of Credit will expire on Janne21, 2008, but will renew automatically for oneay periods thereafter unless Merrill
Lynch notifies the Processor 420 days prior toapplicable expiration date that it will not renegve tMerrill Lynch Letter of Credit.

Covenants

As discussed above, the DIP Credit Facility the Amex Post-Petition Facility include certaffirmative, negative and financial
covenants. In addition, as is customary in theénarindustry, our aircraft lease and financing agrents require that we maintain certain
levels of insurance coverage, including war-riskurance. Failure to maintain these coverages nsaytiie an interruption to our operations.
See Note 10 of the Notes to the Consolidated Finbh8tatements for additional information about war-risk insurance currently provided
by the U.S. government.

We were in compliance with these covenantireqnents at December 31, 2005 and 2004.

GECC Reimbursement Agreement Collateral Value Tésthave an agreement with GECC (the “Reimbursegreement”) under
which GECC has issued irrevocable, direct-payiieté credit totaling $403 million to pay the pripal and interest on $397 million
aggregate principal amount of tax-exempt specailifiabonds (“Bonds”) issued to refinance the donstion cost of certain airport facilities
leased to us. We are required to reimburse GEC@réwings under the letters of credit, and our krirsement obligation is secured by
certain of our aircraft and other assets. The Raisgment Agreement contains a minimum collateriiestest (“Collateral Value Test”).

We will not satisfy the Collateral Value Téfstl) the aggregate amount of the outstandingistof credit plus any other amounts payable
by us under the Reimbursement Agreement (“Aggre@alegations”) on March 20, 2006 is more than 60Rthe appraised value of aircraft
collateral which secures our reimbursement obligato GECC plus the fair market value of permiitecestments held as part of the
collateral and (2) within 60 days thereafter, weehaot either provided additional collateral to GE{D the form of cash or aircraft or caused
a reduction in the Aggregate Obligations such tiratCollateral Value Test is satisfied. If we failsatisfy the Collateral Value Test on
May 19, 2006, an event of default will
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occur. We currently estimate that, in order tos$atine Collateral Value Test on May 19, 2006, wik need to provide GECC with additional
collateral in the form of cash in the amount of mpgmately $50 million.

We entered into a letter of intent with GE@Mecember 2005 to amend the Reimbursement Agnestmeliminate the Collateral Value
Test, among other things. In February 2006, thekBgotcy Court approved the letter of intent, butdngse the completion of the transactions
contemplated in the letter of intent is subjeadédinitive documentation and certain other condiahere can be no assurance that the
Collateral Value Test will be amended or eliminatétdhe Collateral Value Test is not amended anelated, we intend to satisfy it. See
Note 8 of the Notes to the Consolidated Finandiale®nents for further information regarding ther®irsement Agreement and the Bor

Sources and Uses of Ca

Our cash and cash equivalents and shortiterestments were $2.0 billion at December 31, 2@0&)pared to $1.8 billion at
December 31, 2004. Restricted cash totaled $92&mand $350 million at December 31, 2005 and 208dpectively. Cash and cash
equivalents as of December 31, 2005 include apprataly $155 million, which is set aside for paymehtertain operational taxes and fees
to various governmental authorities.

Cash flows from operating activitir

For the year ended December 31, 2005, caslided by operating activities totaled $175 millidris is comprised of our consolidated
net loss for the year of $3.8 billion offset by wash adjustments totaling approximately $3.0 ilémd other changes in working capital of
approximately $959 million.

. The $3.0 billion in noncash adjustments were pritpaelated to $1.3 billion of depreciation and atimation expense,
$896 million of pension, postretirement and posteypent expense in excess of payments, net and $#8dn of net
noncash charges related to reorganization it

. The $959 million change in working capital itemssymimarily related to a $336 million sale of shmtm investments, an
increase of $145 million in our air traffic liakifidue to higher bookings and preservation of chshto the protection
afforded to us under the Chapter 11 proceed

Cash flows from investing activiti

For the year ended December 31, 2005, cashinsnvesting activities totaled $460 million, iefh includes the following significant
items:

. Our restricted cash balance increased $578 millibe.increase primarily relates to cash holdbasks@ated with our Visa/
MasterCard credit card processing agreements atalrcanterline clearinghouses as a result of ouagier 11 proceeding

. Cash used for flight equipment additions, includattyanced deposits, totaled $570 million. Thistudek $417 million we
paid to purchase 11 B737-800 aircraft that we sl third party immediately after those aircraétrev delivered to us by the
manufacturer. This also includes approximately 8@éon in improvements to our aircra

. Cash used for ground property and equipment tat&244 million. This includes expenditures total@b million related to
our Boston Airport Terminal Project, which was eff®y approximately $80 million in reimbursements restricted
investments related to this project. During 2008hcased for technology, including updating softwemd hardware
infrastructure, totaled approximately $121 millis

. Cash proceeds from the sale of ASA, net of cashréimained with ASA, was approximately $417 milli¢ror additional
information, see Note 3 of the Notes to the Coudsidéid Financial Statemen
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Cash flows from financing activitie

For the twelve months ended December 31, 208 provided by financing activities totaled $88illion and includes the following
significant amounts:

. During the March 2005 quarter, we received thelfimstallment of $250 million under our Amex Preetiion Facility. The
Amex Pre-Petition Facility was repaid in connectwith our post-petition financing. For additionaférmation regarding our
financing agreement with Amex, see Note 8 of théeldo the Consolidated Financial Stateme

. During the September 2005 quarter, in conjunctidth e sale of ASA, we were required to repay $t0llion pursuant to
the GE Pr-Petition Facility.

. In conjunction with our Chapter 11 proceedings,oltained post-petition financing including net preds of approximately
$1.2 billion. For additional information regardingr post-petition financing, see Note 8 of the Ndtethe Consolidated
Financial Statement

. We paid approximately $384 million of our pre-pietit debt obligations. This amount includes $216iarilof principal
payments made prior to our Petition Date and $1#8&mof principal payments that are not classifies liabilities subject to
compromise

Contractual Obligations

The following table summarizes our contrataldigations as of December 31, 2005 and reladatkbt; operating leases; aircraft order
commitments; capital leases; contract carrier @iigs; interest and related payments; other najewncancelable purchase obligations;
other liabilities; and liabilities subject to conopnise. We are in the process of evaluating our@eeg contracts in order to determine which
contracts will be assumed in our Chapter 11 pracgsdTherefore, obligations as currently quantifie the table below and in the text
immediately following the footnotes to the tabldlwontinue to change. The table below does ndtuae contracts that we have successfully
rejected through our Chapter 11 proceedings. Tile &lso does not include commitments that areingemt on events or other factors that
are uncertain or unknown at this time, some of Wiaire discussed in footnotes to this table antertéxt immediately following the
footnotes.

Contractual Obligations by Year

After

(in millions) 2006 2007 2008 2009 2010 2010 Total
Long-Term debt, not including liabilities subjeot t

compromise®)() $1,18: $ 624 $2,08( $ 361 $1,271 $ 2,20¢ $ 7,727
Long-Term debt classified as liabilities subject to

compromise®) 36& 32¢ 757 90¢ 207 3,20z 5,76¢€
Operating lease paymer(2@) 1,32¢ 1,202 1,281 1,15( 1,08¢ 6,99¢ 13,04(
Aircraft order commitment() 78 48¢ 88¢ 52t 1,04( — 3,017
Capital lease obligations not subject to compror®) 5 4 4 4 3 — 20
Capital lease obligations subject to compror()®) 17¢ 133 10¢ 14€ 141 26¢ 97¢€
Contract carrier obligatior(®) 1,852 2,02¢ 2,16: 2,182 1,97¢ 16,97 27,17¢
Other purchase obligatiol” 20¢ 51 23 20 19 16 33¢€
Other liabilities® 69 — — — — — 69
Total ©) $5,26: $4,85¢ $7,30: $5,29¢ $5,74¢ $29,66¢ $58,13:

(1)  These amounts are included in our ConsolidatéanBa Sheets. For additional information aboutd®bt and related matters, see Note 8 of the Notes t
the Consolidated Financial Stateme

@  Although we are not generally permitted to makg payments on pre-petition obligations as a resfubiur Chapter 11 proceedings, we have reached
agreements with certain aircraft financing partieder Section 1110 of the Bankruptcy Code and vedeapproval from the Bankruptcy Court to
continue to make payments on certain airc
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debt and lease obligations. The amounts includediresubject to change until a plan of reorganirei$ approved and we emerge from Chapte

(3) This amount includes our noncancelable operatiagde and our lease payments related to aircradrumat contract carrier agreements with ASA,
Skywest Airlines, Freedom Airlines, Inc. (“Freedgmathd Shuttle America. See Note 9 of the NotebéoQonsolidated Financial Statements for further
information.

(4) Our aircraft order commitments as of December 8D52Zonsist of firm orders to purchase five B770-a0craft and 50 B73800 aircraft. This include
commitments to purchase 10 B737-800 aircraft, winethave entered into a definitive agreement tateel third party immediately following delivery
of these aircraft to us by the manufacturer stgritin2007. The impact of these sales on the futaremitments above would be a total reduction of
approximately $395 million during the period 2¢- 2008.

(5) Interest payments related to capital lease obbigatare included in the table. The present valukesfe obligations, excluding interest, is includacbur
Consolidated Balance Sheets. For additional inftionabout our capital lease obligations, see Natéthe Notes to the Consolidated Financial
Statements

(6) This amount represents our minimum fixed obligatioer our contract carrier agreements with Chautawirlines, Inc. (“Chautauqua”), Shuttle
America, ASA, SkyWest Airlines, and Freedom (exahgdcontract carrier lease payments accountedsfaparating leases, (see footnote (3) above)).
For additional information regarding our contraatréer agreements, see Note 10 of the Notes t€tmsolidated Financial Statemer

(7) Includes purchase obligations pursuant to whictareerequired to make minimum payments for goodssandces, including but not limited to
insurance, outsourced human resource servicesgtiragkmaintenance, obligations related to Conteahinology, and other third party services and
products. For additional information about othemagitments and contingencies, see Note 10 of thes\tot the Consolidated Financial Stateme

(8) Represents other liabilities on our ConsolidatethBee Sheets for which we are obligated to makeéypayments related to medical benefit costs
incurred but not yet paid and payments requirectutite pilot collective bargaining agreement foused vacation time. These liabilities are not ideh
in any other line item on this tabl

(9) In addition to the contractual obligations includedhe table, we have significant cash obligatitivag are not included in the table. For example yll
pay wages required under collective bargainingergents; fund pension plans (as discussed belowghase capacity under contract carrier
arrangements (as discussed below); and pay ciEditprocessing fees and fees for other goods amitess, including those related to fuel, mainterganc
and commissions. While we are parties to legalhinig contracts regarding these goods and sentleesctual commitment is contingent on certain
factors such as volume and/or variable rates tieatiacertain or unknown at this time. Thereforesthitems are not included in the table. In additio
purchase orders made in the ordinary course ohbssiare excluded from the table and any amourithwie are liable for under the purchase orders
are included in current liabilities on our Consatied Balance Shee

The following items are not included in thbleaabove:

Pension PlansWe sponsor defined contribution and defined bempefitsion plans for eligible employees and retir@es.funding
obligations for certain of these plans are govetnethe Employee Retirement Income Security Act®74 (“ERISA”). Estimates of pension
plan funding requirements can vary materially fractual funding requirements because the estimatdsased on various assumptions,
including those described below.

Defined Contribution Pension Plans (“DC Plans3- During the year ended December 31, 2005, weriboied approximately
$100 million to our DC Plans. Estimates of futuwieding requirements under the DC Plans are basedrizus assumptions. These
assumptions include, among other things, the numbgarticipants in the DC Plans; the salary lew#lthose participants; and the outcom
efforts to modify our collective bargaining agreernwith ALPA, either on a consensual basis or utderChapter 11 process. Assuming
current plan design, we expect to contribute apprately $100 million to our DC Plans in 2006.

Defined Benefit Pension Plans (“DB Plans3- Our principal DB Plans are the Pilot Plan arg Monpilot Plan. During the year ended
December 31, 2005, we contributed approximatelyb$82lion to our DB Plans. Estimates of future fimgirequirements under the DB Pl:
are based on various assumptions, including ldgislahanges regarding these obligations. Thesags#ons also include, among other
things, the actual and projected market performafessets of the DB Plans; future long-term caambond yields; statutory requirements;
the terms of the DB Plans; and demographic datpddicipants in the DB Plans, including the humdfgparticipants, their salaries and the
rate of participant attrition.

Assuming current funding rules and curreanpdesign, we estimate that the funding requiresnemdler our DB Plans for 2006, 2007 and
2008 will aggregate approximately $3.4 billion, kexting any liquidity shortfall contribution requimeents under the Pilot Plan. Substantially
this entire amount relates to benefits
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earned prior to the Petition Date. We believe veerant required to fund such pre-petition amountsendperating under Chapter 11 of the
Bankruptcy Code. Certain entities unsuccessfulbllehged this position in Bankruptcy Court, andgtissue is currently on appeal. If our DB
Plans continue after we emerge from Chapter 1Imaae be required to fully fund required contribugaat that date, including contributions
related to benefits earned prior to our PetitioteDa

Based on our preliminary fiyeear forecast and additional information regardimgassets and liabilities for the DB Plans, wéelel that
under current pension funding rules, we would neeskek distress termination of both the NonpilahRnd the Pilot Plan in order to
successfully reorganize and emerge from ChaptelPiidhosed legislation that passed in the U.S. $arat is now pending in a House —
Senate Conference Committee would extend our fgnoliigations for our DB Plans over 20 years. # giending legislation is enacted in
form in which it passed the U.S. Senate, we hoavtid a distress termination of the Nonpilot Pllwough there is no assurance that we can
do so. We currently believe, however, that theterise of the lump sum option in the Pilot Plan #resignificant number of early pilot
retirements it may drive make it unlikely that weutd satisfy our funding obligations to that plaree if the pending legislation is enacted in
the form in which it passed the U.S. Senate. Sde M of the Notes to the Consolidated Financiatedtents for information about the lump
sum option under the Pilot Plan and our pensiongptgenerally.

Contract CarriersWe have long-term contract carrier agreements thighfollowing five regional air carriers (in additi to Comair):
Chautauqua, Shuttle America, ASA, SkyWest Airlireesg Freedom. Under these agreements, the cavgerate certain of their aircraft us
our flight code, and we schedule those aircrafttise seats on those flights and retain the rdlat#enues. We pay those airlines an amount,
as defined in the applicable agreement, which seta@n a determination of their cost of operatitgge flights and other factors intended to
approximate market rates for those services.

Under these long-term contract carrier ageyes) we are obligated to pay certain minimum figbtigations, which are included in the
table above. The remaining estimated expensesaiaatuded in the table because these expensenatiagent based on the costs
associated with the operation of contract cartighfs by those air carriers as well as rates @natunknown at this time. We cannot reasor
estimate at this time our expenses under the arrdeaarier agreements in 2006 and thereafter.

We may terminate the Chautauqua and Shuttlerfea agreements without cause at any time afsr 2010 and January 2013,
respectively, by providing certain advance notitee terminate either the Chautauqua or ShuttleeAoa agreements without cause,
Chautauqua or Shuttle America, respectively, hasitit to (1) assign to us leased aircraft thatainline operates for us, provided we are
able to continue the leases on the same termsrtime &ad prior to the assignment and (2) requseo purchase or lease any of the aircraft
that the airline owns and operates for us at the 6f the termination. If we are required to pusshaircraft owned by Chautauqua or Shuttle
America, the purchase price would be equal to theumt necessary to (1) reimburse Chautauqua otl&®#unerica for the equity it provided
to purchase the aircraft and (2) repay in full deipt outstanding at such time that is not beingrassl in connection with such purchase. If
we are required to lease aircraft owned by Chautawg Shuttle America, the lease would have (Bta equal to the debt payments of
Chautauqua or Shuttle America for the debt finamahthe aircraft calculated as if 90% of the aftwas debt financed by Chautauqua or
Shuttle America and (2) other specified terms aomtigtions.

We estimate that the total fair values, dateed as of December 31, 2005, of the aircraft @Gteutauqua or Shuttle America could assign
to us or require that we purchase if we terminathout cause our contract carrier agreements \uitke airlines are $549 million and
$386 million, respectively. The actual amount tivatmay be required to pay in these circumstancgstmanaterially different from these
estimates.

For additional information on contract car@greements see Note 10 of the Notes to the Qdasaed Financial Statements.

Interest and Related PaymeniEstimated amounts for future interest and relatdrnents in connection with our debt obligations are
based on the fixed and variable interest ratesifsp@ the associated debt agreements. We expgrty $1.05 billion related to interest on
fixed and variable rate debt
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in 2006. Estimates on variable rate interest waleutated using implied short term LIBOR rates ldage LIBOR at February 1, 2006. The
related payments represent credit enhancementsaddgn conjunction with certain financing agreenses a result of our Chapter 11 filing,
actual interest expense in 2006 is expected tedwethan the contractual interest expense. See2Naftthe Notes to the Consolidated
Financial Statements for information about our @ptelating to interest expense.

Legal ContingenciedVe are involved in various legal proceedings retatp antitrust matters, employment practices, remvhental
issues and other matters concerning our businessanhot reasonably estimate the potential lossdidgain legal proceedings because, for
example, the litigation is in its early stageshar plaintiff does not specify the damages beingsbu

As a result of our Chapter 11 proceedingsuaily all pre-petition pending litigation againss is stayed and related amounts accrued hav
been classified in liabilities subject to comproenis the Consolidated Balance Sheet at Decemb@0B5,

Other Contingent Obligations under Contradisaddition to the contractual obligations discusabove, we have certain contracts for
goods and services that require us to pay a permatire inventory specific to us or purchase @mtspecific equipment, as defined by each
respective contract, if we terminate the contratheut cause prior to its expiration date. Theskgakions are contingent upon whether we
terminate the contract without cause prior to Xgigation date; therefore, no obligation would éxisless such a termination were to occur.
We also cannot predict the impact, if any, that@hapter 11 proceedings might have on these oluitmt

For additional information about other cogencies not discussed above as well as discusstatied to general indemnifications, see
Note 10 of the Notes to the Consolidated Finariatements

Application of Critical Accounting Policies
Critical Accounting Estimate:

The preparation of financial statements infoonity with GAAP requires management to makeaiarestimates and assumptions. We
periodically evaluate these estimates and assungptiohich are based on historical experience, admitgthe business environment and o
factors that management believes to be reasonalker the circumstances. Actual results may diffatemally from these estimates.

Revenue Recognition — Passenger Revafleaecord sales of passenger tickets as air tigdfidities on our Consolidated Balance
Sheets. Passenger revenues are recognized whaowigepransportation, reducing the related alfffitrdiability. We periodically evaluate
the estimated air traffic liability and record amgulting adjustments in our Consolidated Statesmeh©Operations in the period in which the
evaluations are completed.

We sell mileage credits in our SkyMiles freqtiflyer program to participating partners sucleraslit card companies, hotels and car re
agencies. The portion of the revenue from the chirileage credits that approximates the fair valtiravel to be provided is deferred. We
amortize the deferred revenue on a straight-lirsesbaver the period when transportation is expetddak provided. The majority of the
revenue from the sale of mileage credits, includirgamortization of deferred revenue, is recolidgzhssenger revenue on our Consolidated
Statements of Operations; the remaining portioedésgnized in income currently and is classifiedther revenue.

Frequent Flyer Program LiabilityWe have a frequent flyer program, the SkyMiles Paoyg offering incentives to increase travel on
Delta. This program allows participants to earneagje for travel awards by flying on Delta, Deltan@ection carriers and participating
airlines, as well as through participating partrersh as credit card companies, hotels and caalragéncies. Mileage credits can be redet
for free or upgraded air travel on Delta and pgréiting airline partners, for membership in our@noRoom Club and for other program
partner awards.

We record a liability for the estimated intiental cost of flight awards which are earned urnderSkyMiles frequent flyer program and
expected to be redeemed for travel on Delta orahikne partners. Our incremental costs inclubleour system average cost per passenger
for fuel, food and other direct passenger costafaards to be redeemed on Delta and (2) contractisés for awards to be redeemed on
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partner airlines. The liability is recorded in aonts payable, deferred credits and other accragidities on our Consolidated Balance Sheets.
We periodically record adjustments to this lialilit other operating expenses on our Consolidataté®ents of Operations based on awards
earned, awards redeemed, changes in our estinmategiental costs and changes to the SkyMiles pmogra

Goodwill and Intangible Asset accordance with SFAS No. 142, “Goodwill and Qthetangible Assets,” we apply a fair value-based
impairment test to the net book value of goodwilll andefinite-lived intangible assets on an anfazelis and, if certain events or
circumstances indicate that an impairment loss n@axe been incurred, on an interim basis. The arimgirment test date for our goodwill
and indefinite-lived intangible assets is Decengiferintangible assets with determinable usefukli@ee amortized on a straight-line basis
over their estimated useful lives. Our leaseholdl @erating rights have definite useful lives arelamortized over their respective lease
terms, which range from nine to 19 years.

We had one reporting unit with assigned gdattédwDecember 31, 2005 and 2004. In evaluatinggmodwill for impairment, we first
compare the reporting unit’s fair value to its garg value. We estimate the fair value of our réipgrunit by considering (1) market multiple
and recent transaction values of peer companieg¢2mojected discounted future cash flows if eebly estimable. In applying the
projected discounted future cash flow methodolegy (1) estimate the reporting unit’s future caslwl based on capacity, passenger yield,
traffic, operating costs and other relevant factord (2) discount those cash flows based on thartiag unit’'s weighted average cost of
capital. If the reporting unit’s fair value exceetdscarrying value, no further testing is requirghowever, the reporting uni’carrying valu
exceeds its fair value, we then determine the amaofuthe impairment charge, if any. We recognizemapairment charge if the carrying va
of the reporting unit's goodwill exceeds its implifair value.

We perform the impairment test for our indéé-lived intangible assets by comparing the asdatr value to its carrying value. Fair va
is estimated based on projected discounted futask flows. We recognize an impairment charge ifabeet’'s carrying value exceeds its
estimated fair value.

See Note 7 of the Notes to the Consolidatedri€ial Statements for additional information atitw goodwill and intangible assets
impairment charges recorded during 2004.

Impairment of Long-Lived AsseWe record impairment losses on long-lived assedd usoperations when events and circumstances
indicate the assets might be impaired and the oodiged cash flows estimated to be generated Isgthssets are less than their carrying
amounts. The amount of impairment loss recognigedd amount by which the carrying amounts of g#sets exceed the estimated fair
values.

In order to evaluate potential impairmentexfuired by SFAS No. 144, “Accounting for the Impaént or Disposal of Long-Lived
Assets” (“SFAS 144"), we group assets at the figee level (the lowest level for which there arendfiable cash flows) and then estimate
future cash flows based on assumptions involvirgeations of passenger yield, fuel costs, labotscard other relevant factors. Aircraft fair
values are estimated by management using publshedes, appraisals and bids received from thirdgsa as available. Changes in these
assumptions may have a material impact on our Gidiased Financial Statements. For additional infation about our accounting policy for
the impairment of long-lived assets, see Notesd?7aof the Notes to the Consolidated FinancialeBtants.

Income Tax Valuation Allowanck accordance with SFAS No. 109, “Accounting focdme Taxes” (“SFAS 109"), deferred tax assets
should be reduced by a valuation allowance if ihige likely than not that some portion or all lo¢ ideferred tax assets will not be realized.
The future realization of our net deferred tax tssdepends on the availability of sufficient futta&able income. In making this
determination, we consider all available positind aegative evidence and make certain assumptidasonsider, among other things, our
deferred tax liabilities; the overall business eoriment; our historical earnings and losses; odusitry’s historically cyclical periods of
earnings and losses; and our outlook for futuresdeor additional information about income taxa Notes 2 and 11 of the Notes to the
Consolidated Financial Statements.

Pension PlansWe sponsor defined benefit pension plans (“Plafs”gligible employees and retirees. The impadhefPlans on our
Consolidated Financial Statements as of Decemhe2@I5 and 2004 and for the years ended Decemb@085, 2004, and 2003 is preser
in Note 12 of the Notes to the Consolidated FinalrStatements. Assuming current plan design, weently estimate that our defined
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benefit pension plan expense in 2006 will be apipnately $450 million. The effect of our Plans orr @onsolidated Financial Statements is
subject to many assumptions. We believe the mdgtatrassumptions are (1) the weighted averageodist rate and (2) the expected long-
term rate of return on the assets of our Plans.

We determine our weighted average discouataoa our measurement date primarily by referea@nhualized rates earned on high
quality fixed income investments and yield-toaturity analysis specific to our estimated futbemefit payments. We used a weighted ave
discount rate of 5.69% and 6.00% at September(I5 and 2004, respectively. Additionally, our weaghaverage discount rate for net
periodic benefit cost in each of the past threegg/bas varied from the rate selected on our meamnedate, ranging from 6.83% in 2003 to
5.81% in 2005, due to remeasurements throughoutehe The impact of a .50% change in our weightegtage discount rate is shown in
table below.

The expected long-term rate of return onatbgets of our Plans is based primarily on speg#fget investment studies for our Plans
performed by outside consultants who used historétarns on our Plans’ assets. The investmentestyafor pension plan assets is to utilize a
diversified mix of global public and private equjgrtfolios, public and private fixed income potifs, and private real estate and natural
resource investments to earn a long-term investme¢mtn that meets or exceeds a 9% annualizedhr&dget. The impact of a .50% change
in our expected long-term rate of return is showthie table below.

Effect on Accrued

Effect of 2006 Pension Liability at
Change in Assumption Pension Expense December 31, 2005
.50% decrease in discount r: +$30 million +$800 million
.50% increase in discount re -$30 million -$800 million
.50% decrease in expected return on a: +$30 million -
.50% increase in expected return on as -$30 million -

Our rate of change in future compensatiorleis based primarily on labor contracts with emnployees under collective bargaining
agreements and expected future pay rate changethfaremployees. Due to recent employee pay rexhscand the freeze of benefit accrt
effective December 31, 2005 in our Nonpilot Pladjuating the rate of change in future compensdguals does not have a significant img
on 2006 pension expense or on the accrued penahility at December 31, 2005.

For additional information about our penspans, see Note 12 of the Notes to the Consolidaieahcial Statements.

Recently Issued Accounting Pronouncemel

In May 2005, the Financial Accounting StamtdaBoard (“FASB”) issued SFAS No. 154, “Accounti@ganges and Error
Corrections” (“SFAS 154"). This standard replacezdunting Principles Board (“APB”) Opinion No. 2@ccounting Changes” and
SFAS No. 3, “Reporting Accounting Changes in ImteRinancial Statements.” SFAS 154 is effectiveusias of January 1, 2006, and will
impact how we report changes in accounting, if amyour Consolidated Financial Statements.

In March 2005, the FASB issued FASB Intergtienh No. 47 (“FIN 47”), “Accounting for Conditioh&sset Retirement Obligations.”
FIN 47 clarifies the ternconditional asset retirement obligatias used in FASB Statement No. 143, “Accountingifsset Retirement
Obligations.” Our adoption of FIN 47 did not havenaterial impact on our Consolidated Financial Stents.

In December 2004, the FASB issued SFAS N8.(t&vised 2004), “Share-Based Payment” (“SFAS T28Rich requires an entity to
recognize compensation expense in an amount egjtiz ffair value of share based payments, suctoek sptions granted to employees.
This standard replaces SFAS No. 123, “AccountingShock-Based Compensation” (“SFAS 123"), and ssg@es APB Opinion No. 25,
“Accounting for Stock Issued to Employees” (“APB"R23Ne adopted SFAS 123R on January 1, 2006, asnaxt] Based on stock based
awards outstanding as of that date, we estimatedlzed
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compensation expense will be approximately $50ioniland $20 million for the years ending Decemter2)06 and 2007, respectively.

Market Risks Associated with Financial Instruments

We have significant market risk exposuretezldo aircraft fuel prices and interest rates. Rdarisk is the potential negative impact of
adverse changes in these prices or rates on owolideted Financial Statements. To manage theiliglaelating to these exposures, we
periodically enter into derivative transactionsquant to stated policies (see Note 6 of the Natéise Consolidated Financial Statements)
expect adjustments to the fair value of finanaiatiuments accounted for under SFAS 133 to reswhgoing volatility in earnings and
shareowners’ deficit.

The following sensitivity analyses do not siker the effects of a change in demand for auetrahe economy as a whole, or actions we
may take to seek to mitigate our exposure to aquéat risk. For these and other reasons, the hmsalts of changes in these prices or rates
may differ materially from the following hypotheticresults.

Aircraft Fuel Price Risk

Our results of operations can be significamtipacted by changes in the price of aircraft fli@l manage this risk, we periodically
purchase options and other similar derivative imagnts and enter into forward contracts for thelpase of fuel. We do not enter into fuel
hedge contracts for speculative purposes. We dithanee any fuel hedge contracts at December 35 20Q004.

Our business plan assumes that in 2006 oenaftifuel consumption will be approximately 2.llibn gallons and that our average annual
jet fuel price per gallon will be approximately $4. Based on these assumptions, a 10% rise ifettfaEl price would increase our aircr
fuel expense by approximately $370 million in 2006.

In December 2005, the Bankruptcy Court audeorus to enter into fuel hedging contracts fotai0% of our monthly estimated fuel
consumption, with hedging allowed in excess of tea¢! if we obtained approval of the Creditors Coittee or the Bankruptcy Court. In
February 2006, we received approval of the Cresli@mmittee to hedge up to 50% of our estimated® 2@@regate fuel consumption, with
no single month exceeding 80% of our estimateddaebumption. We also agreed that we would notrémte any fuel hedging contracts t
extend beyond December 31, 2006 without additiapproval from the Creditors Committee or the Bapkey Court.

For additional information regarding fuel gty and other exposures to market risks, see Noogesl 6 of the Notes to the Consolidated
Financial Statements.

Interest Rate Risl
Our exposure to market risk due to changést@nest rates primarily relates to our long-tetet obligations.

Market risk associated with our fixed-ratadeterm debt is the potential change in fair vakmulting from a change in interest rates. A
10% decrease in average annual interest rates vaawmklincreased the estimated fair value of ouy-tenm debt by $504 million at
December 31, 2005 (including debt classified aslltees subject to compromise) and by $1.6 billarDecember 31, 2004. A 10% increase
in average annual interest rates would not havatanmal impact on our interest expense in 200@Dét¢ember 31, 2005, we had no interest
rate swaps or contractual arrangements that wewdldce our interest expense. For additional infoionain our long-term debt agreements,
see Note 8 of the Notes to the Consolidated Fimsh&tatements.

In accordance with SOP 90-7, interest expénsecorded only to the extent that (1) intevéBtbe paid during the bankruptcy
proceedings or (2) it is probable that interest el an allowed priority, secured, or unsecuredrtlanterest expense recorded on our
Consolidated Statement of Operations totaled apmately $1 billion for the year ended DecemberZ&105. Contractual interest expense
(including
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interest expense that is associated with obligatiotiabilities subject to compromise) during tperiod totaled approximately $1.2 billion.

Glossary of Defined Terms

ASM — Available Seat Mile. A measure of capacity. ASétpial the total number of seats available forspanting passengers during a
reporting period multiplied by the total numbemaies flown during that period.

Cargo Ton Miles— The total number of tons of cargo transportedndua reporting period, multiplied by the totalmier of miles cargo
is flown during that period.

Cargo Ton Mile Yield— The amount of cargo revenue earned per cargmilenduring a reporting period.

CASM — (Operating) Cost per Available Seat Mile. Theoammt of operating cost incurred per ASM during poréing period, also
referred to as “unit cost”.

Passenger Load Factor— A measure of utilized available seating capaciigulated by dividing RPMs by ASMs for a repogtiperiod.
Passenger Mile Yield— The amount of passenger revenue earned per RifikRbda reporting period.

RASM — (Operating or Passenger) Revenue per ASM. Treuatrof operating or passenger revenue earned $kt during a reporting
period. Passenger RASM is also referred to as ‘fengnue.”

RPM — Revenue Passenger Mile. One revenue-paying pgesstransported one mile. RPMs equal the numbexva&hue passengers
during a reporting period multiplied by the numbémiles flown by those passengers during thatgoeiRPMs are also referred to as
“traffic”.
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ITEM 7A. QUANTITATIVE AND QUALITATIVE DISCLOSURES ABOUT MARK  ET RISK

Information required by this item is set foi Item 7 — “Management’s Discussion and Analysiginancial Condition and Results of
Operations — Market Risks Associated With Finankiatruments” and in Notes 2, 4, 5 and 6 of theeNdb the Consolidated Financial
Statements.

ITEM 8. FINANCIAL STATEMENTS AND SUPPLEMENTARY DATA

Reference is made to the Index on page Ftieo€onsolidated Financial Statements and thes\tb&reto contained in this Form 10-K.

ITEM 9. CHANGES IN AND DISAGREEMENTS WITH ACCOUNTAN TS ON ACCOUNTING AND
FINANCIAL DISCLOSURE

For information about our change in independegistered public accounting firms from Delo&é ouche LLP, our auditors for the
fiscal year ended December 31, 2005, to Ernst &ngouLP for the fiscal year ending December 31, 2@éase refer to our Form 8-K filed
with the SEC on February 3, 2006.

ITEM 9A. CONTROLS AND PROCEDURES

Disclosure Controls and Procedures

Our management, including our Chief Execu@ficer and Chief Financial Officer, performed @valuation of our disclosure controls
and procedures, which have been designed to pesmit effectively identify and timely disclose impant information. Our management,
including our Chief Executive Officer and Chief Birtial Officer, concluded that the controls andcprures were effective as of
December 31, 2005 to ensure that material infowmatias accumulated and communicated to our managemeluding our Chief Executi
Officer and Chief Financial Officer, as appropritdeallow timely decisions regarding required distire.

Changes In Internal Control

During the three months ended December 315,20e made the following changes in our intermaitol over financial reporting that
have materially affected, or are reasonably likelynaterially affect, our internal control overdimcial reporting:

. Our Chapter 11 proceedings continue to have afgignt impact on our business processes and iriteomarol over financial
reporting related to (1) the proper separation@agnent of pre-petition and post-petition obligai@nd (2) the preparation
of consolidated financial statements reflectingabeounting required for the restructuring actagtand reorganization
expenses resulting from the Chapter 11 proceediigeagement continues to take actions necessagydi@ss the resources,
processes and controls related to these restrmgtadtivities, while maintaining controls over rioet daily operations

. Our approach to implementing new business processssding those that are outsourced to a thindypgncompasses the
design and implementation of internal control deancial reporting as it relates to the new bussngrocess. In early 2005,
we entered into an agreement with a third parfyetdorm various business processes that were Ipeirigrmed internally by
our personnel. These processes include procesayrglpfor all of our domestic employees and adstigiing certain human
resource and benefit related functions for thespl@yees. Since announcing the agreement, we arttiiteparty have been
actively transitioning the business processesddthid party, and the transition was substantiedignpleted in the fourth
quarter of 2005. Our personnel continue to performrovide oversight of many of the controls ingbgrocesse
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Management’s Annual Report on Internal Control Over Financial Reporting

Management is responsible for establishirdyraaintaining adequate internal control over finaheporting, as such term is defined in
Rules 13a-15(f) and 15d-15(f) under the Securkeshange Act of 1934. Our internal control oveaficial reporting is designed to provide
reasonable assurance regarding the reliabilitynaiiicial reporting and the preparation of finansiatements for external purposes in
accordance with accounting principles generallyepted in the United States of America.

Because of its inherent limitations, interoahtrol over financial reporting may not preventetect misstatements. Projections of any
evaluation of effectiveness to future periods atgexct to the risk that controls may become inadegjbecause of changes in conditions, or
that the degree of compliance with the policies meteriorate.

Management conducted an evaluation of thecffeness of our internal control over financearting as of December 31, 2005 using
the criteria issued by the Committee of Sponso@nganizations of the Treadway Commission (COSQternal Control — Integrated
Framework. Based on that evaluation, management believéstanternal control over financial reporting weféective as of December &
2005.

Management's assessment of the effectivesfessr internal control over financial reporting@sDecember 31, 2005 has been audited by
Deloitte & Touche LLP, an independent registerellipiaccounting firm, which also audited our Comdaled Financial Statements.
Deloitte & Touche LLP’s report on management’s asaent of internal control over financial reportiaget forth below.

Report of Independent Registered Public Accountingrirm

To the Board of Directors and Shareowners ofdAilt Lines, Inc.
Atlanta, Georgit

We have audited management’s assessmentdattin the accompanying Management’s Annual Repothternal Control over
Financial Reporting, that Delta Air Lines, Inc. ({@er and Debtor-in -Possession) and subsidiafes“€ompany”) maintained effective
internal control over financial reporting as of Batber 31, 2005, based on criteria establishédt@mnal Control — Integrated Framework
issued by the Committee of Sponsoring Organizatidrise Treadway Commission. The Company’s managémeaesponsible for
maintaining effective internal control over finaalcieporting and for its assessment of the effeciss of internal control over financial
reporting. Our responsibility is to express an @piron management’s assessment and an opiniorecgfféctiveness of the Company’s
internal control over financial reporting basedoam audit.

We conducted our audit in accordance withsthadards of the Public Company Accounting Ovétdipard (United States). Those
standards require that we plan and perform thet &amdbtain reasonable assurance about whetheatigieanternal control over financial
reporting was maintained in all material respe®is: audit included obtaining an understanding térimal control over financial reporting,
evaluating management’s assessment, testing ahgaéiag the design and operating effectivenessteirnal control, and performing such
other procedures as we considered necessary airthenstances. We believe that our audit providesagonable basis for our opinions.

A company’s internal control over financiaporting is a process designed by, or under thersigion of, the company'’s principal
executive and principal financial officers, or mars performing similar functions, and effected g tompany’s board of directors,
management, and other personnel to provide reapassurance regarding the reliability of financegorting and the preparation of
financial statements for external purposes in aaoce with generally accepted accounting princigdesompany’s internal control over
financial reporting includes those policies andcgdures that (1) pertain to the maintenance ofrdscihat, in reasonable detail, accurately
and fairly reflect the transactions and disposgiofthe assets of the company; (2) provide redsersssurance that transactions are recordec
as necessary to permit preparation of financiakstants in accordance with generally accepted atcmuprinciples, and that receipts and
expenditures of the company are being made ordg@ordance with authorizations of management anedtdirs of the company; and
(3) provide reasonable assurance regarding prereatitimely detection of unauthorized acquisitiose, or disposition of the company’s
assets that could have a material effect on ttaniiial statements.
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Because of the inherent limitations of intrcontrol over financial reporting, including thessibility of collusion or improper
management override of controls, material misstatémdue to error or fraud may not be preventatbtacted on a timely basis. Also,
projections of any evaluation of the effectiveneSthe internal control over financial reportingftdgure periods are subject to the risk that the
controls may become inadequate because of chamgesdlitions, or that the degree of compliance Withpolicies or procedures may
deteriorate.

In our opinion, management’s assessmentlteaompany maintained effective internal contr@rdinancial reporting as of
December 31, 2005, is fairly stated, in all mategapects, based on the criteria establishédtarnal Control — Integrated Framework
issued by the Committee of Sponsoring Organizatidrise Treadway Commission. Also in our opinidre Company maintained, in all
material respects, effective internal control diiesincial reporting as of December 31, 2005, basethe criteria established internal
Control — Integrated Framewoiksued by the Committee of Sponsoring Organizatifriie Treadway Commission.

We have also audited, in accordance wittstandards of the Public Company Accounting Ovetdiglard (United States), the
consolidated financial statements of the Compamyf asid for the year ended December 31, 2005, andeport dated March 27, 2006
expressed an unqualified opinion on those congelitifinancial statements and included explanataragraphs concerning matters related to
(i) the Company’s reorganization under Chapter fithe United States Bankruptcy Code and (ii) thenPany’s ability to continue as a going
concern.

/s/ DELOITTE & ToucHELLP

Atlanta, Georgia
March 27, 2006

ITEM 9B. OTHER INFORMATION.

None
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PART Il

ITEM 10. DIRECTORS AND EXECUTIVE OFFICERS OF THE REGISTRANT

The information required by this Item will bled with the Securities and Exchange Commissisan amendment to this Form 10-K in
accordance with General Instruction G(3).
ITEM 11. EXECUTIVE COMPENSATION

The information required by this Item will bled with the Securities and Exchange Commissisan amendment to this Form 10-K in

accordance with General Instruction G(3).

ITEM 12. SECURITY OWNERSHIP OF CERTAIN BENEFICIAL O WNERS AND MANAGEMENT AND
RELATED STOCKHOLDER MATTERS

The information required by this Item will bled with the Securities and Exchange Commissisan amendment to this Form 10-K in
accordance with General Instruction G(3).

ITEM 13. CERTAIN RELATIONSHIPS AND RELATED TRANSACTIONS

The information required by this Item will bled with the Securities and Exchange Commissisan amendment to this Form 10-K in
accordance with General Instruction G(3).
ITEM 14. PRINCIPAL ACCOUNTANT FEES AND SERVICES

The information required by this Item will bled with the Securities and Exchange Commissisan amendment to this Form 10-K in
accordance with General Instruction G(3).

PART IV

ITEM 15. EXHIBITS AND FINANCIAL STATEMENT SCHEDULES.

(@) (1), (2). The financial statements regdiby this item are listed in the Index to Consatkdl Financial Statements in this Form
10-K. The schedule required by this item is inchlidethe Notes to the Consolidated Financial Statam

(3). The exhibits required by this itane listed in the Exhibit Index to this Form 10¥e management contracts and compensatory
plans or arrangements required to be filed as hibito this Form 10-K are listed as Exhibits@¢hrough 10.15(d) in the Exhibit Index.
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SIGNATURES

Pursuant to the requirements of Section 1B5¢d) of the Securities Exchange Act of 1934, rdwstrant has duly caused this report to be
signed on its behalf by the undersigned, theredntp authorized, on the 27 day of March, 2006.

DELTA AIR LINES, INC.

By: /s/ Gerald Grinsteil

Gerald Grinsteit
Chief Executive Office

Pursuant to the requirements of the Secariichange Act of 1934, this report has been sitpedmlv on the 21 day of March, 2006 by
the following persons on behalf of the registrard & the capacities indicated.

Signature Title

/s/ GERALD GRINSTEIN Chief Executive Officer and Director
(Principal Executive Officer)

Gerald Grinsteir

/s/ BEOBWARD H. BASTIAN Executive Vice President and Chief Financial Office
(Principal Financial Officer and
Edward H. Bastial Principal Accounting Officer)
/s/ BEbwARrD H. Bubb Director

Edward H. Budc

/s/ DomENICO DE SOLE Director

Domenico De Sol

/s/ Davip R. GoobpE Director
David R. Goodé
/s/ RTRICIA L. HIGGINS Director

Patricia L. Higgins

/s/ ARTHUR E. DHNSON Director

Arthur E. Johnsol

/s KARL J. KRAPEK Director

Karl J. Krapek

/s PauLA RosPUTREYNOLDS Director

Paula Rosput Reynolt

/s/ DHN F. SVITH, R. Chairman of the Board

John F. Smith, Ji

Director

Kenneth B. Woodrov
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3.1

3.2
4.1

4.2

4.3

4.4

4.5

4.6

4.7

EXHIBIT INDEX

Delta’s Certificate of Incorporation (Filed as Eii3.1 to Delta’s Current Report on Form 8-K dsdion May 23,
2005).*

Delte's By-Laws (Filed as Exhibit 3 to De’s Current Report on Forn-K as filed on May 23, 2005).

Rights Agreement dated as of October 24, 1996, dmtviDelta and First Chicago Trust Company of NewkyYas
Rights Agent, as amended by Amendment No. 1 thelatied as of July 22, 1999 (Filed as Exhibit 1 &t®s
Form 8-A/A Registration Statement dated Novembédr996, and Exhibit 3 to Delta’s Amendment No. Ftom 8-
A/A Registration Statement dated July 30, 199

Certificate of Designations, Preferences and Righteries B Convertible Preferred Stock and Sddidsinior
Participating Preferred Stock (Filed as part ofiBitt8.1 to Delta’s Current Report on Form 8-K ded on May 23,
2005).*

Indenture dated as of March 1, 1983, between ReltaThe Citizens and Southern National Bank, adde) as
supplemented by the First and Second Supplemerdahtures thereto dated as of January 27, 198Mag®6,
1989, respectively (Filed as Exhibit 4 to Deltasgistration Statement on Form S-3 (Registration2N82412),
Exhibit 4(b) to Delta’s Registration Statement amrk S-3 (Registration No. 33-2972), and Exhibit#h.Delta’s
Annual Report on Form -K for the year ended June 30, 198¢

Third Supplemental Indenture dated as of AugustL®98, between Delta and The Bank of New York ugsassor
trustee, to the Indenture dated as of March 1, 1883upplemented, between Delta and The Citizeth&Sauthern
National Bank of Florida, as predecessor trustdedqfs Exhibit 4.5 to Del's Annual Report on Form 10-K for the
year ended June 30, 1998

Indenture dated as of April 30, 1990, between Deitéh The Citizens and Southern National Bank ofifi#g as
trustee (Filed as Exhibit 4(a) to Amendment Noo Delta’s Registration Statement on Form S-3 (Regjisn

No. 33-34523)).*

First Supplemental Indenture dated as of AugusiL208, between Delta and The Bank of New York,ugsassor
trustee, to the Indenture dated as of April 30,01 @@tween Delta and The Citizens and SoutherroNaltiBank of
Florida, as predecessor trustee (Filed as ExhibitatDelta’s Annual Report on Form 10-K for theayended
June 30, 1998).

Indenture dated as of May 1, 1991, between DeltiaTdnre Citizens and Southern National Bank of Flras
Trustee (Filed as Exhibit 4 to De’s Registration Statement on For-3 (Registration No. -40190)).*

Delta is not filing any other instruments evidemcany indebtedness because the total amount ofitses@uthorized under any single such
instrument does not exceed 10% of the total aggdelta and its subsidiaries on a consolidatedsb&opies of such instruments will be
furnished to the Securities and Exchange Commiagpam request.

10.1

10.2

10.3

10.4

Purchase Agreement No. 2022 between Boeing ana Baiting to Boeing Model 737-632/-732/-832 Aifftra
(Filed as Exhibit 10.3 to Del's Quarterly Report on Form -Q for the quarter ended March 31, 1998).*
Purchase Agreement No. 2025 between Boeing and bedtiting to Boeing Model 767-432ER Aircraft (Filas
Exhibit 10.4 to Delt's Quarterly Report on Form -Q for the quarter ended March 31, 1998).*

Letter Agreements related to Purchase Agreement20&? and/or No. 2025 between Boeing and DelledFs
Exhibit 10.5 to Delt's Quarterly Report on Form -Q for the quarter ended March 31, 1998).*

Aircraft General Terms Agreement between Boeing@elta (Filed as Exhibit 10.6 to Delta’s QuarteRgport on
Form 1(-Q for the quarter ended March 31, 1998).*
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10.5(a) Secured Super-Priority Debtor in Possession Crggliecement dated as of September 16, 2005 among Bilt
Lines, Inc., a Debtor and Debtor in PossessioBaasower, the other Credit Parties signatory thereach Debtor
and Debtor in Possession, as Credit Parties, thddre signatory thereto from time to time, as Lesidgnd General
Electric Capital Corporation, as Administrative Agand Lender (“Secured Super-Priority Debtor-irsst&ssion
Credit Agreement”) (Filed as Exhibit 10.1 to Det®uarterly Report on Form 10-Q for the quartereeind
September 30, 2005)

10.5(b) Amendment No. 1 to Secured Super-Priority Debtelrassession Credit Agreement dated as of OctolR805h
(Filed as Exhibit 10.2 to Del's Quarterly Report on Form -Q for the quarter ended September 30, 20(

10.6 Delta 2000 Performance Compensation Plan (Filesibgpendix A to Delta’s Proxy Statement dated Sepemil,
2000).*

10.7 First Amendment to Delta 2000 Performance Compears&ian, effective April 25, 2003 (Filed as ExhibD.3 to
Delte's Quarterly Report on Form -Q for the quarter ended September 30, 20(

10.8 2002 Delta Excess Benefit Plan (Filed as Exhibil X6 Delta’s Quarterly Report on Form 10-Q for thearter
ended March 31, 2002)

10.9 2002 Delta Supplemental Excess Benefit Plan (Fike&xhibit 10.2 to Delta’s Quarterly Report on FAiQ for
the quarter ended March 31, 200z

10.10 Form of Excess Benefit Agreement between Deltai@nufficers (Filed as Exhibit 10.3 to Delta’s Qteaty Report
on Form 1-Q for the quarter ended March 31, 200:

10.11 Form of Non-Qualified Benefit Agreement (Filed ashibit 10.19 to Delta’s Annual Report on Form 1(fef the
year ended December 31, 200:

10.12 Directors’ Deferred Compensation Plan, as amenBield(as Exhibit 10.1 to Delta’s Quarterly Repantfeorm 106
for the quarter ended March 31, 200:

10.13 Delta’s Non-Employee Directors’ Stock Plan (FiledExhibit 4.5 to Delta’s Registration Statemenfomm S-8
(Registration No. 3-65391)).*

10.14 Delta’s Non-Employee Directors’ Stock Option Plas,amended (Filed as Exhibit 10.2 to Delta’s Quigrteeport
on Form 1-Q for the quarter ended March 31, 200:

10.15(a) Delta Air Lines, Inc. Director and Officer Severarilan (Filed as Exhibit 10.1 to Delta’s Currenp&# on Form 8-
K filed on February 23, 2006)

10.15(b) Form of Agreement Related to Relinquishment of &erPrior Severance Benefits (Nonpilc

10.15(c) Form of Agreement Related to Relinquishment of &lerPrior Severance Benefits (Pilc

10.15(d) Form of Acknowledgement of Ineligibility for Severge Benefits Under Any Delta Plan or Program, a&eted by
Messrs. Grinstein and Whitehur

21.1 Subsidiaries of the Registra

23.1 Consent of Deloitte & Touche LLI

31.1 Rule 13i-14(a)/15¢-14(a) Certification of Chief Executive Office

31.2 Rule 13i-14(a)/15¢14(a) Certification of Chief Financial Office

32 Certification pursuant to 18 U.S.C. Section 13%0adopted pursuant to Section 906 of the Sarbarksr@ct
2002.

*Incorporated by reference.
** Portions of this exhibit have been omitted andifdeparately with the Securities and Exchange Casiom pursuant to Delta’s request for
confidential treatmen
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REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

To the Board of Directors and Shareowners of D&itd.ines, Inc.
Atlanta, Georgia

We have audited the accompanying consolidad¢ahce sheets of Delta Air Lines, Inc. (Debtat Bebtor-in -Possession) and
subsidiaries (the “Company”) as of December 3152@0d 2004, and the related consolidated staternéofserations, cash flows, and
shareowners’ deficit for each of the three yeatthéperiod ended December 31, 2005. These finsteiements are the responsibility of the
Company’s management. Our responsibility is to egpran opinion on these financial statements basedr audits.

We conducted our audits in accordance wighstandards of the Public Company Accounting Ogbtd8oard (United States). Those
standards require that we plan and perform thet &amdbtain reasonable assurance about whethdindmecial statements are free of material
misstatement. An audit includes examining, on flasis, evidence supporting the amounts and digids in the financial statements. An
audit also includes assessing the accounting ptesused and significant estimates made by marageas well as evaluating the overall
financial statement presentation. We believe thataodits provide a reasonable basis for our opinio

In our opinion, such consolidated financiatements referred to above present fairly, imaterial respects, the financial position of
Delta Air Lines, Inc. (Debtor and Debtor-in -Possen) and subsidiaries at December 31, 2005 and,20@l the results of their operations
and their cash flows for each of the three yeathamperiod ended December 31, 2005, in conformitly accounting principles generally
accepted in the United States of America.

As discussed in Notes 1 and 2, the Companyileal for reorganization under Chapter 11 oflthéted States Bankruptcy Code. The
accompanying financial statements do not purporéfiect or provide for the consequences of thekhagrtcy proceedings. In particular, such
financial statements do not purport to show (apasssets, their realizable value on a liquidaliasis or their availability to satisfy liabilities;
(b) as to prepetition liabilities, the amounts thety be allowed for claims or contingencies, ordtatus and priority thereof; (c) as to
shareowner accounts, the effect of any changesrthatbe made in the capitalization of the Companyd) as to operations, the effect of any
changes that may be made in its business.

The accompanying consolidated financial statets have been prepared assuming that the Compluegntinue as a going concern. As
discussed in Note 2 to the consolidated finant&kments, the Company’s recurring losses, lalsoes and its bankruptcy filing result in
uncertainty regarding the realization of assetssatigfaction of liabilities, without substantialjastments and/or changes in ownership, and
raise substantial doubt about the Company’s alityontinue as a going concern. Managensguieins concerning these matters are desc
in Note 1. The consolidated financial statementsalinclude adjustments that might result fromdlécome of this uncertainty.

We have also audited, in accordance wittstandards of the Public Company Accounting Ovetdigltard (United States), the
effectiveness of the Company’s internal controlrdirancial reporting as of December 31, 2005, Hasethe criteria establishedlimernal
Control — Integrated Framewoiksued by the Committee of Sponsoring Organizatifriee Treadway Commission and our report dated
March 27, 2006 expressed an unqualified opiniomanagement’s assessment of the effectiveness @fdimpany’s internal control over
financial reporting and an unqualified opinion be effectiveness of the Company'’s internal cordkar financial reporting.

/s/ DELOITTE & ToucHELLP

Atlanta, Georgia
March 27, 2006
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Delta Air Lines, Inc.
Debtor and Debtor-In-Possession
Consolidated Balance Sheets
December 31, 2005 and 2004

ASSETS
(in millions) 2005 2004
CURRENT ASSETS:
Cash and cash equivalel $ 2,00¢ $ 1,46
Shor-term investment — 33€
Restricted cas 87C 34¢
Accounts receivable, net of an allowance for ureszible accounts of $41 and $38 at December 3
2005 and 2004, respective 81¢ 69€
Expendable parts and supplies inventories, neh @fllawance for obsolescence of $201 and $184 at
December 31, 2005 and 2004, respecti' 17z 203
Deferred income taxes, n 99 35
Prepaid expenses and otl 512 52E
Total current asse 4,48( 3,60¢€
PROPERTY AND EQUIPMENT:
Flight equipmen 18,59: 20,62:
Accumulated depreciatic (6,627 (6,617
Flight equipment, ne 11,97( 14,01¢
Flight and ground equipment under capital le: 53t 717
Accumulated amortizatio (219 (364)
Flight and ground equipment under capital leaset 322 358
Ground property and equipme 4,791 4,80¢
Accumulated depreciatic (2,847 (2,706
Ground property and equipment, | 1,944 2,09¢
Advance payments for equipme 44 89
Total property and equipment, r 14,28( 16,55¢
OTHER ASSETS:
Goodwill 227 227
Operating rights and other intangibles, net of audated amortization of $189 and $185 at
December 31, 2005 and 2004, respecti' 74 79
Restricted investments for Boston airport termpraject 46 127
Other noncurrent asse 932 1,20¢
Total other asse 1,27¢ 1,63¢
Total asset $20,03¢ $21,80:

The accompanying notes are an integral part okt@Emsolidated Financial Statements.
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Delta Air Lines, Inc.
Debtor and Debtor-In-Possession
Consolidated Balance Sheets
December 31, 2005 and 2004

LIABILITIES AND SHAREOWNERS ' DEFICIT

(in millions, except share dat 2005 2004
CURRENT LIABILITIES:
Current maturities of lor-term debt and capital leas $ 1,18¢ $ 89¢
Accounts payable, deferred credits and other addiahkilities 1,407 1,56(
Air traffic liability 1,712 1,567
Taxes payabl 52t 49¢
Accrued salaries and related bene 43t 1,151
Accrued ren — 271
Total current liabilities 5,26¢ 5,941
NONCURRENT LIABILITIES:
Long-term debt and capital leas 6,557 12,501
Long-term debt issued by Massachusetts Port Auth — 49¢
Postretirement benefi — 1,771
Accrued ren — 633
Pension and related benet — 5,09¢
Other 29¢ 34C
Total noncurrent liabilitie: 6,85¢€ 20,84¢
DEFERRED CREDITS:
Deferred gains on sale and leaseback transac — 37¢
Deferred revenue and other cret 18€ 15E
Total deferred credit 18€ 531
LIABILITIES SUBJECT TO COMPROMISE (Note 1) 17,38( —
COMMITMENTS AND CONTINGENCIES (Notes 1, 2, 5, 8, 9and 10)
EMPLOYEE STOCK OWNERSHIP PLAN
PREFERRED STOCK:
Series B ESOP Convertible Preferred Stock, $1.0@@ae, $72.00 stated and liquidation value;
4,667,568 and 5,417,735 shares issued and outstpatiDecember 31, 2005 and 2004, respect 33€ 39C
Unearned compensation under employee stock owipepsdm (89) (113
Total Employee Stock Ownership Plan Preferred S 247 277
SHAREOWNERS' DEFICIT:
Common stock
$0.01 par value, 900,000,000 shares authorizedp20548 shares issued at December 31, 2005; and
$1.50 par value, 450,000,000 shares authorized749@45 shares issued at December 31, 2 28¢€
Additional paic-in capital 1,63¢ 3,052
Accumulated defici (8,209 (4,379
Accumulated other comprehensive I (2,722) (2,35¢)
Treasury stock at cost, 12,738,630 shares at Dezre®ih 2005, and 50,915,002 shares at December 31,
2004 (607) (2,407
Total shareowne’ deficit (9,895) (5,796
Total liabilities and shareowne deficit $20,03¢ $21,80:

The accompanying notes are an integral part oktmsolidated Financial Statements.
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Delta Air Lines, Inc.
Debtor and Debtor-In-Possession

Consolidated Statements of Operations

For the years ended December 31, 2005, 2004 and 200

(in millions, except per share da 2005 2004 2003
OPERATING REVENUES:
Passenge
Mainline $11,39¢ $10,88( $10,39:
Regional affiliates 3,22¢ 2,91C 2,62¢
Cargo 524 50C 467
Other, ne: 1,043 94E 81¢
Total operating revenut 16,19 15,23¢ 14,30¢
OPERATING EXPENSES:
Salaries and related co: 5,05¢ 6,33¢ 6,347
Aircraft fuel 4,271 2,92¢ 1,93¢
Depreciation and amortizatic 1,27: 1,24« 1,23(
Contracted service 1,09¢ 99¢ 88¢€
Contract carrier arrangemet 1,31¢ 932 784
Landing fees and other rer 863 87t 85¢€
Aircraft maintenance materials and outside ref 77€ 681 63C
Aircraft rent 541 71€ 727
Passenger commissions and other selling expt 94¢ 93¢ 911
Passenger servit 34t 34¢ 328
Impairment of intangible asse — 1,87¢ —
Restructuring, asset writedowns, pension settlesreemd related items, n 88¢ (41) 26€
Appropriations Act reimbursemer — — (39§
Other 81E 712 592
Total operating expens 18,19: 18,54: 15,09:
OPERATING LOSS (2,009 (3,309 (785)
OTHER INCOME (EXPENSE):
Interest expense (contractual interest expensdefiid 69 for the year ended December 31, 2 (1,039 (8249) (757)
Interest incomq 59 37 36
(Loss) gain from sale of investments, Q) 123 321
Gain from extinguishment of debt, r — 9 —
Fair value adjustments of SFAS 133 derivati 1 31 9)
Miscellaneous (expense) income, (1) 2 5
Total other expense, n (974 (684 (404)
LOSS BEFORE REORGANIZATION ITEMS, NET (2,979 (3,997 (1,189
REORGANIZATION ITEMS, NET (Note 1) (884) — —
LOSS BEFORE INCOME TAXES (3,859 (3,999 (1,189
INCOME TAX BENEFIT (PROVISION) 41 (1,206 41€
NET LOSS (3,819 (5,199 773
PREFERRED STOCK DIVIDENDS (18) (19 17)
NET LOSS ATTRIBUTABLE TO COMMON SHAREOWNERS $(3,836) $(5,217) $ (790
BASIC AND DILUTED LOSS PER SHARE $(23.75) $(41.09) $ (6.40

The accompanying notes are an integral part oktEmsolidated Financial Statements.
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Delta Air Lines, Inc.

Debtor and Debtor-In-Possession
Consolidated Statements of Cash Flows

For the years ended December 31, 2005, 2004 and 200

(in millions) 2005 2004 2003
Cash Flows From Operating Activities:
Net loss $(3,81¢) $(5,19¢) $ (773
Adjustments to reconcile net loss to net cash piexviby (used in) operating activitie
Asset and other writedow! 14 1,91¢ 47
Depreciation and amortizatic 1,27: 1,24¢ 1,23(
Deferred income taxe (41) 1,20¢€ (41€)
Pension, postretirement and postemployment exgareseess of (less than) payme 89¢ (123 532
Reorganization item 884 — —
Gain on extinguishment of debt, r 9) 9) —
Dividends in excess of income from equity methogesiment: — — 30
Loss (gain) from sale of investments, 1 (123 (32))
Changes in certain current assets and liabili
Decrease (increase) in st-term investments, ni 33¢ 204 (311)
(Increase) decrease in receivat (122) 27) 317
Increase in prepaid expenses and other currertsi (67) (153 (90
Increase in air traffic liability 14t 25¢ 38
Increase (decrease) in other payables, deferrelit<end accrued liabilitie 667 (239%) (27€)
Other, ne’ 16 26 237
Net cash provided by (used in) operating activ 17t (1,009 244
Cash Flows From Investing Activities:
Property and equipment additiol
Flight equipment, including advance payme (570 (379 (382
Ground property and equipment, including technol (244) (387) (362)
Decrease in restricted investments related to tstdB airport terminal proje 81 15¢ 131
Proceeds from sales of flight equipm 42~ 234 15
Proceeds from sale of wholly owned subsidiary,aieash remaining with subsidia 417 — —
Proceeds from sales of investme 1 14¢€ 32t
Increase in restricted ca (57¢) (115 (202
Other, ne: 8 1 13
Net cash used in investing activiti (460) (335 (362)
Cash Flows From Financing Activities:
Proceeds from lor-term obligation: 29t 2,12¢ 1,774
Proceeds from DIP financir 2,25( — —
Payments on lor-term debt and capital lease obligatit (1,615 (1,452 (802
Payments on DIP financir (50) — —
Make-whole payments on extinguishment of ESOP N — — (15
Payment on termination of accounts receivable #&ation — — (250
Cash dividend — — (19
Other, ne (50) (35 (140
Net cash provided by financing activiti 83( 63€ 54¢
Net Increase (Decrease) In Cash and Cash Equivaler 54k (707) 43C
Cash and cash equivalents at beginning of 1,467 2,17( 1,74(
Cash and cash equivalents at end of $ 2,00¢ $ 1,46° $2,17(C
Supplemental disclosure of cash paid (refunded) fol
Interest, net of amounts capitaliz $ 78¢ $ 76¢ $ 71t
Income taxe: $ 2 $ — $ (402)
Non-cash transactions:
Aircraft delivered under sell-financing $ 251 $ 314 $ 71¢
Dividends payable on ESOP preferred st $ 15 $ 22 $ 13
Current maturities of lor-term debt exchanged for shares of common ¢ $ 45 $ — $ —

The accompanying notes are an integral part ottmsolidated Financial Statements.
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Delta Air Lines, Inc.
Debtor and Debtor-In-Possession
Consolidated Statements of Shareowners’ (Deficit) dhiity

For the years ended December 31, 2005, 2004 and 200

Accumulated

Additional Other
Common Paid-In Accumulated Comprehensive Treasury
(in millions, except share dat Stock Capital Deficit Loss Stock Total
Balance at December 31, 2002 $ 271 $ 3,26t $ 1,63¢ $(1,56%2) $(2,718 $ 892
Comprehensive loss:
Net loss — — (773) — — (773
Other comprehensive lo — — — (77€) — (776)
Total comprehensive loss (See Note 14) (1,549
SAB 51 gain related to Orbitz, net of tax (See Nigg — 18 — — — 18
Dividends on common stock ($0.05 per shi — — 5) — — (5)
Dividends on Series B ESOP Convertible PreferrediSt
allocated share — — (17) — — 17)
Transfer of 144,874 shares of common from Treasnder
stock incentive plan and other equity plans ($4p&0share
@) — (6) — — 7 1
Transfer of 73,252 shares of common from Treasndeu
ESOP ($47.20 per sha®) — (3) — — 3 —
Balance at December 31, 2003 271 3,272 844 (2,33¢) (2,709 (659)
Comprehensive loss:
Net loss — — (5,199¢) — — (5,199¢)
Other comprehensive lo — — — (20 — (20)
Total comprehensive loss (See Note 14) (5,219
Dividends on Series B ESOP Convertible PreferrediSt
allocated share — — (19) — — (19
Transfer of 113,672 shares of common from Treasnder
stock incentive and other equity plans ($47.20sbare®)) — (5 — — 5 —
Transfer of 6,330,551 shares of common from Treasnder
ESOP ($47.20 per sha®) — (26€) — — 29¢ 33
Issuance of 9,842,778 shares of common stock cetate
Delte’s transformation plan ($6.98 per she 15 53 — — — 68
Other — (2) — — 1 (1)
Balance at December 31, 2004 28€ 3,052 (4,379 (2,35¢) (2,409 (5,796)
Comprehensive loss:
Net loss — — (3,81 — — (3,81
Other comprehensive lo — — — (364) — (364
Total comprehensive loss (See Note 1 (4,182)
Dividends on Series B ESOP Convertible PreferrediSt
allocated share — — (18) — — (18)
Transfer of 34,378 shares of common from Treasndeu
stock incentive and other equity plans ($47.20sbare®)) — 2 — — 2 —
Transfer of 38,140,673 shares of common from Tngasnder
ESOP ($47.20 per sha®) — (1,73¢) — — 1,80( 62
Issuance of 11,336,203 shares of common stoclecktat
Delte’s transformation plan ($3.40 per she 5 34 — — — 39
Amendment to Certificate of Incorporation to ingeaumber
of authorized shares of common stock from 450 anillio
900 million and to decrease par value from $1.50spare
to $.01 per shar (28¢9) 28¢ — — — —
Balance at December 31, 2005 $ 2 $ 1,63¢ $(8,209) $(2,722) $ (601) $(9,89%)

(@) Average price per sha

The accompanying notes are an integral part oktmnsolidated Financial Statements.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

Note 1. Chapter 11 Proceedings
General Information

Delta Air Lines, Inc., a Delaware corporati@a major air carrier that provides air transgon for passengers and cargo throughout the
U.S. and around the world. Our Consolidated Firgrigfatements include the accounts of Delta Aiekirinc. and our wholly owned
subsidiaries, including Comair, Inc. (“Comair”), wh are collectively referred to as Delta.

On September 14, 2005 (the “Petition Dated,and substantially all of our subsidiaries (atlleely, the “Debtors”) filed voluntary
petitions for reorganization under Chapter 11 efltmited States Bankruptcy Code (the “BankruptcgeZ] in the United States Bankruptcy
Court for the Southern District of New York (thedBkruptcy Court”). The reorganization cases arad@intly administered under the
caption “In re Delta Air Lines, Inc., et al., Cas¥e. 05-17923-ASH.”

Since the Petition Date, the Bankruptcy Cbag approved various motions that facilitate auntiouation of normal operations. The
Bankruptcy Court’s orders authorize us, among dtiegs, in our discretion to: (1) provide employegges, healthcare coverage, vacation,
sick leave and similar benefits without interrupti¢2) honor obligations arising prior to the HetitDate (“pre-petition obligations”) to
customers and continue customer service progrardsiding Delta’s SkyMiles frequent flyer prograr) pay for fuel under existing fuel
supply contracts and honor existing fuel supplgtriiution and storage agreements; (4) honor ptigigreobligations related to our interline,
clearinghouse, code sharing and other similar ageeé¢s; (5) pay pre-petition obligations to foreigmdors, foreign service providers and
foreign governments; and (6) continue maintenarfiexisting bank accounts and existing cash managesystems.

The Debtors are operating as “debtors-ingesion” under the jurisdiction of the Bankruptcyu@and in accordance with the applicable
provisions of the Bankruptcy Code. In general, élstars-in-possession, the Debtors are authorizddrubhapter 11 to continue to operate as
an ongoing business, but may not engage in transaabutside the ordinary course of business withtweiprior approval of the Bankruptcy
Couirt.

Our business plan is intended to make De#inpler, more efficient and customer focusedragrlivith an improved financial condition.
As part of our Chapter 11 reorganization, we aekisgy $3 billion in annual financial benefits (renee enhancements and cost reductions) by
the end of 2007 from revenue and network improvemesavings to be achieved through the Chapteedttucturing process; and reduced
Mainline employee cost. This amount is in additiothe $5 billion in annual financial benefits we @n schedule to achieve by the end of
2006, as compared to 2002, under the transformataonwe announced in 2004.

Components of the $3 billion in annual finhbenefits we are seeking by the end of 200iche]

Revenue and Network Productivity Improvemedts. business plan targets $1.1 billion in benaditbe realized annually through revel
and network productivity improvements. Key initiegs include:

. achieving financial benefits from the simplificatiof our aircraft fleet, including retiring fouret types by the end of 2006,
two of which we retired in January 20(

. right-sizing capacity to better meet customer deinarcluding utilizing smaller aircraft in domestiperations, resulting in a
reduction of domestic Mainline capacity by-20% as compared to 2005 due to ~capacity in the U.S. marke

. growing international presence by shifting witledy aircraft from domestic to international opemas, resulting in an increa
of approximately 20% in international capacity D08 as compared to 2005 to pursue routes withegreabfit potential; ani

. increasing poir-to-point flying and rigr-sizing and simplifying our domestic hubs to achiaewgreater local traffic mi
In-Court RestructuringOur business plan includes a target of $970 mikibnost reductions to be realized annually throungbourt
restructuring initiatives such as debt relief, ieasd facility savings,
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS — (C ontinued)

aircraft lease rejections and negotiations, resirigy of vendor contracts and changes to retiredioal benefits.

Competitive Employment CosBur business plan targeted $930 million of benéditse realized annually through reduced employment
costs. These reductions are planned to result fttenges to pay and benefits for our employees ellsae employee productivity
improvements, outsourcing and overhead reductMesoriginally targeted ongoing, annual labor cestuctions of $325 million from our
pilot workforce, but have reduced the requesteduarntm $305 million in our effort to reach a conseal agreement with the Air Line Pilots
Association, International (“ALPA”), the collectivgargaining representative of Delta’s pilots. SRejéction of Collective Bargaining
Agreements” below for further information.

Notices to Creditors; Effect of Automatic St&fortly after the Petition Date, the Debtors begatifying all known current or potential
creditors of the Chapter 11 filing. Subject to agrtexceptions under the Bankruptcy Code, the Deb@hapter 11 filing automatically
enjoined, or stayed, the continuation of any juaior administrative proceedings or other actiayeirzst the Debtors or their property to
recover on, collect or secure a claim arising pigathe Petition Date. Thus, for example, most itoedctions to obtain possession of property
from the Debtors, or to create, perfect or enfa@ncg lien against the property of the Debtors, araltect on monies owed or otherwise
exercise rights or remedies with respect to a petéipn claim, are enjoined unless and until thalBaptcy Court lifts the automatic stay.
Vendors are being paid for goods furnished andses\provided after the Petition Date in the ordiraourse of business.

Appointment of Creditors Committefes required by the Bankruptcy Code, the Unitedetdtrustee for the Southern District of New
York appointed an official committee of unsecureeditors (the “Creditors Committee”). The Credit@smmittee and its legal
representatives have a right to be heard on atiensathat come before the Bankruptcy Court witlpeesto the Debtors. The Creditors
Committee has been generally supportive of the @esbpositions on various matters; however, them lze no assurance that the Creditors
Committee will support the Debtors’ positions onttaes to be presented to the Bankruptcy Courténftiture or on the Debtors’ plan of
reorganization, once proposed. Disagreements battheeDebtors and the Creditors Committee coultracbthe Chapter 11 proceedings,
negatively impact the Debtors’ ability to operatel @elay the Debtors’ emergence from the Chaptgrrédeedings.

Rejection of Executory Contractdnder Section 365 and other relevant sectionseoBinkruptcy Code, the Debtors may assume, assum
and assign, or reject certain executory contrautsusmexpired leases, including, without limitatiteases of real property, aircraft and aircraft
engines, subject to the approval of the Bankru@toyrt and certain other conditions. By order of Bamkruptcy Court, our Section 365 rig
to assume, assume and assign, or reject unexpaedd of non-residential real estate expire oedrleer of the date of termination of our
exclusive period to file a plan of reorganizaticorgently July 11, 2006 and subject to further agien by the Bankruptcy Court) or the date
of the conclusion of a disclosure statement hedrirgpnjunction with a plan of reorganization. lengral, rejection of an executory contract
or unexpired lease is treated as a pre-petitioadref the executory contract or unexpired leagpigstion and, subject to certain exceptions,
relieves the Debtors of performing their futureigations under such executory contract or unexgade but entitles the contract
counterparty or lessor to a pre-petition generakenred claim for damages caused by such deemachb@ounterparties to such rejected
contracts or leases can file claims against the@sbestate for such damages. Generally, the gssamof an executory contract or
unexpired lease requires the Debtors to cure agistefaults under such executory contract or umeggease.

Any description of an executory contract nexpired lease elsewhere in these Notes, includhmgre applicable our express termination
rights or a quantification of our obligations, mbstread in conjunction with, and is qualified byy overriding rejection rights we have un
Section 365 of the Bankruptcy Code.

We expect that liabilities subject to compieenand resolution in the Chapter 11 proceedingjsavise in the future as a result of damage
claims created by the Debtors’ rejection of varieMecutory contracts and unexpired leases. Dugetancertain nature of many of the
potential rejection claims, the magnitude of
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS — (C ontinued)

such claims is not reasonably estimable at this.tiBuch claims may be material (see “Liabilitiej8at to Compromise” below).

Special Protection Applicable to Leases and Sechkiedncing of Aircraft and Aircraft Equipmertlotwithstanding the general discuss
above of the impact of the automatic stay, undeti®@e 1110 of the Bankruptcy Code (“Section 111@¥8rtain secured parties, lessors and
conditional sales vendors may take possessionrt#inejualifying aircraft, aircraft engines and ethaircraftrelated equipment that are lea:
or subject to a security interest or conditiond santract pursuant to their agreement with thbtbrs. Section 1110 provides that, unless the
Debtors agree to perform under the agreement aredatiudefaults within 60 days after the Petitioat® such financing party can take
possession of such equipment.

Section 1110 effectively shortens the auticrsfy period to 60 days with respect to SectibhOleligible aircraft, engines and related
equipment, subject to the following two conditioRgst, the debtor may extend the 60-day perioddngement of the relevant financing
party, with court approval. Alternatively, the debmay elect, with court approval, to perform dltlee obligations under the applicable
financing and cure any defaults thereunder as reduny the Bankruptcy Code (which does not preclatsr rejecting any related lease). In
the absence of either such arrangement, the fingrpzirty may take possession of the property af@@nany of its contractual rights or
remedies to sell, lease or otherwise retain oragispf such equipment.

The 60-day period under Section 1110 exparedlovember 14, 2005. We have entered into agresneextend the automatic stay or
elected to perform under the applicable financiritty wespect to a substantial number of the airéraftur fleet. While we have reached
agreement with respect to certain of our aircrbfigations and are negotiating with respect to mafngur other aircraft obligations, the
ultimate outcome of these negotiations cannot bdipted with certainty. To the extent we are unadbleach definitive agreements with
aircraft financing parties, those parties may deealepossess aircraft. The loss of a significamilper of aircraft could result in a material
adverse effect on our financial and operating parémce.

Request for Adequate Protecti@ertain aircraft financing parties have filed magowith the Bankruptcy Court seeking adequate
protection against the risk that their aircrafiat@ral could lose value while in the possessioarafhile being used by the Debtors. The
Bankruptcy Court could determine that such pasiesnot adequately protected and that the Debtoss pay certain amounts, which could
be material, in order to continue using the equipime

Rejection of Collective Bargaining Agreemeisisction 1113 of the Bankruptcy Code permits a dabtoeject its collective bargaining
agreements (“CBAs”) with its unions if the debtosf satisfies several statutorily prescribed safiste and procedural prerequisites and
obtains the Bankruptcy Court’s approval of thectf. The debtor must make a proposal to modifeiisting CBAs based on the most
complete and reliable information available attihee, must bargain in good faith and must sharevegit information with its unions. The
proposed modifications must be necessary to penmiteorganization of the debtor and must ensweathaffected parties are treated fairly
and equitably relative to the creditors and thetalelRejection is appropriate if the unions reftsagree to the debtors’ necessary proposals
“without good cause” and the balance of the ecuiféors rejection.

We have been and continue to be in negotistiaith ALPA to reduce our pilot labor costs asuieed under our business plan. Because
we were not able to reach a consensual agreemdmAwiPA, on November 1, 2005, we filed a motiontwihe Bankruptcy Court under
Section 1113 of the Bankruptcy Code to reject Deltallective bargaining agreement with ALPA.

In December 2005, we reached an interim agee¢ with ALPA, which was approved by the BankrypBourt and ratified by Delta’s
pilots. The interim agreement provides for, amotigeothings, a reduction in (1) hourly pilot wagees of 14% and (2) other pilot pay and
cost items equivalent to approximately an additidda hourly wage reduction. These reductions beceffeetive December 15, 2005, and
remain in effect until the earlier of (1) our embgrinto a comprehensive agreement with ALPA omges to the pilot collective bargaining
agreement; or (2) the time that the neutral paastdbed
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below issues its final order as to whether Deli@ughorized to reject the pilot collective bargagnagreement under the legal standards of
Section 1113 of the Bankruptcy Code.

The interim agreement provides that Delta AbBA will seek to negotiate a tentative compreliemagreement, and establishes the
following time limits (“March 2006 time limits”) foreaching that agreement: (1) March 1, 2006,Hergarties’ negotiating committees to
reach a tentative agreement; (2) March 8, 2006approval by the ALPA Master Executive Council; g8fiMarch 22, 2006, for pilot
ratification. Because the first of the March 2006et limits was not met, pursuant to our interimesggnent with ALPA, the matter at issue in
Delta’s Section 1113 motion has been submittedrntmitually agreed upon, neutral panel of three @sperairline labor matters for a binding
decision on that issue. The interim agreement das/that the panel’s decision must be issued rotlaén 45 days after the failure to meet
the applicable March 2006 time limit, which is Apkb, 2006. We cannot predict the outcome of thena¢ panel’s decision as to whether or
not we would be authorized to reject the collechaggaining agreement.

Comair has been and continues to be in retigois with the International Brotherhood of Tears{(“IBT"), the collective bargaining
representative of Comair’s flight attendants, uee Comairs flight attendant labor costs. Because Comairneagble to reach a consens
agreement with the IBT, on February 22, 2006, Cofilad a motion with the Bankruptcy Court to rej&@opmair’s collective bargaining
agreement with the IBT.

See Note 10 for additional information abitese and related subjects.

Payment of Insurance Benefits to Retired Employ®estion 1114 of the Bankruptcy Code addresses tarkehbility to modify certain
retiree disability, medical and death benefits (/@®d Benefits”). To modify Covered Benefits, thebtbr must satisfy certain statutorily
prescribed procedural and substantive prerequiaitdsobtain either (1) the Bankruptcy Court’s appt@r (2) the consent of an authorized
representative of retirees. The debtor must mgk®posal to modify the Covered Benefits based emtbst complete and reliable
information available at the time, must bargaigdaod faith and must share relevant information whthretiree representative. The proposed
modifications must be necessary to permit the @amation of the debtor and must ensure that tdtsdd parties are treated fairly and
equitably relative to the creditors and the debtor.

The Bankruptcy Court directed the appointnadritvo separate retiree committees under Sectldd lone to serve as the authorized
representative of nonpilot retirees, and the otbeerve as the authorized representative of mliees. We have not yet made any proposal
to modify retiree benefits for either nonpilotspilots that we believe are Covered Benefits.

Magnitude of Potential Claim3he Debtors will file with the Bankruptcy Court sttules and statements of financial affairs seftontp,
among other things, the assets and liabilitiehefebtors, subject to the assumptions filed imeation therewith. All of the schedules will
be subject to further amendment or modificatiorifddénces between amounts scheduled by the Dedwarslaims by creditors will be
investigated and resolved in connection with tlaéne resolution process. In light of the expectachiber of creditors, the claims resolution
process may take considerable time to completeordlangly, the ultimate number and amount of allowetdms is not presently known, nor
can the ultimate recovery with respect to allowkdhes be presently ascertained.

Costs of ReorganizatiokiVe have incurred and will continue to incur sigrafiit costs associated with our reorganization.arheunt of
these costs, which are being expensed as inclare@xpected to significantly affect our result®@pérations. For additional information, see
“Reorganization Items, net” in this Note.

Effect of Filing on Creditors and Shareowndthder the priority scheme established by the BastksguCode, unless creditors agree
otherwise, pre-petition liabilities and post-petitiliabilities must be satisfied in full before shawners are entitled to receive any distribution
or retain any property under a plan of reorganiratihe ultimate recovery to creditors and/or stvareers, if any, will not be determined u
confirmation of a plan or plans of reorganizatibio. assurance can be given as to what values, jfvailiybe
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ascribed in the Chapter 11 proceedings to eadhesktconstituencies or what types or amounts titdisons, if any, they would receive. A
plan of reorganization could result in holders of babilities and/or securities, including our comn stock, receiving no distribution on
account of their interests and cancellation ofrtheldings. As discussed below, if the requiremeftSection 1129(b) of the Bankruptcy Ct
are met, a plan of reorganization can be confirmadithstanding its rejection by the holders of oammon stock and notwithstanding the
fact that such holders do not receive or retain@operty on account of their equity interests urte plan. Because of such possibilities, the
value of our liabilities and securities, includiagr common stock, is highly speculative. We urgs #ppropriate caution be exercised with
respect to existing and future investments in drth@ liabilities and/or securities of the Debtors.

Notice and Hearing Procedures for Trading in Claiems Equity Securitie§.he Bankruptcy Court issued a final order to agssh
preserving our net operating losses (the “NOL O)dd@he NOL Order provides for certain notice arehting procedures regarding trading in
our common stock. It also provides a mechanism highvcertain holders of claims may be requiredelbsome of their holdings in
connection with implementation of a plan of reorigation.

Under the NOL Order, any person or entity (A is a Substantial Equityholder (as definedbgland intends to purchase or sell or
otherwise acquire or dispose of Tax Ownership &isdd in the NOL Order) of any shares of our comrstock, or (2) may become a
Substantial Equityholder as a result of the puretmasther acquisition of Tax Ownership of sharfesus common stock, must provide
advance notice of the proposed transaction to #mkBRiptcy Court, to us and to the Creditors ConeaitA “Substantial Equityholder” is any
person or entity that has Tax Ownership of at laast million shares of our common stock. The pegubtransaction may not be
consummated unless written approval is receiveu fus within the 15 day period following our receipthe notice. A transaction entered
into in violation of these procedures will be vaisl a violation of the automatic stay under Sec3@2 of the Bankruptcy Code and may
subject the participant to other sanctions. The N@der also requires that each Substantial Equitigndile with the Bankruptcy Court and
serve on us a notice identifying itself. Failurectomply with this requirement also may result ia imposition of sanctions.

Under the NOL Order, any person or entity (i is a Substantial Claimholder (as defined Bland intends to purchase or otherwise
acquire Tax Ownership of certain additional claBgainst us, or (2) may become a Substantial Cldofehas a result of the purchase or o
acquisition of Tax Ownership of claims againstmgst serve on the Creditors Committee a noticehithivsuch claimholder consents to the
procedures set forth in the NOL Order. A “Substrilaimholder” is any person or entity that hag Tavnership of claims against us equal
to or exceeding $200 million (an amount that cdaddncreased in the future). Under the NOL Ordeahstantial Claimholders may be
required to sell certain claims against us if teEmBuptcy Court so orders in connection with olindi of a plan of reorganization. Other
restrictions on trading in claims may also appljofeing our filing of a plan of reorganization.

Process for Plan of Reorganizatidn.order to successfully exit Chapter 11, the Debwwill need to propose, and obtain confirmation by
the Bankruptcy Court of, a plan of reorganizatibattsatisfies the requirements of the BankruptcgleCé plan of reorganization would,
among other things, resolve the Debtors’ pre-petitibligations, set forth the revised capital dtrce of the newly reorganized entity and
provide for corporate governance subsequent tamxit bankruptcy.

The Debtors have the exclusive right for tia@s after the Petition Date to file a plan of gamization and, if we do so, 60 additional d
to obtain necessary acceptances of our plan. ThirBatcy Court has extended these periods untfl J11)) 2006 and September 9, 2006,
respectively, and these periods may be extendéuefuby the Bankruptcy Court for cause. If the Destexclusivity period lapses, any party
in interest may file a plan of reorganization foyaf the Debtors. In addition to being voted orhimjders of impaired claims and equity
interests, a plan of reorganization must satisfiage requirements of the Bankruptcy Code and rbasipproved, or confirmed, by the
Bankruptcy Court in order to become effective. Ampbf reorganization has been accepted by holdalgims against and equity interests in
the Debtors if (1) at least one-half in number amo-thirds in dollar amount of claims actually vagiin each impaired
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class of claims have voted to accept the plan apdt(least two-thirds in amount of equity intesesttually voting in each impaired class of
equity interests has voted to accept the plan.

Under certain circumstances set forth ini®act129(b) of the Bankruptcy Code, the Bankrug@ourt may confirm a plan of
reorganization even if such plan has not been aeddyy all impaired classes of claims and equitgrsts. A class of claims or equity
interests that does not receive or retain any ptppmder the plan of reorganization on accourduwfh claims or interests is deemed to have
voted to reject the plan. The precise requiremeantsevidentiary showing for confirming a plan abrganization notwithstanding its rejecti
by one or more impaired classes of claims or eqotrests depends upon a number of factors, imguthe status and seniority of the claims
or equity interests in the rejecting class (i.eqused claims or unsecured claims, subordinatsgmior claims, or common stock). Generally,
with respect to common stock interests, a plareofganization may be “crammed down” even if theatyaners receive no recovery if the
proponent of the plan demonstrates that (1) naglasor to the common stock is receiving or ratajrproperty under the plan and (2) no
class of claims or interests senior to the comntocksis being paid more than in full.

The timing of filing a plan of reorganizatiby us will depend on the timing and outcome of etons other ongoing matters in the
Chapter 11 proceedings. Although we expect toefifdan of reorganization that provides for our egeace from bankruptcy as a going
concern, there can be no assurance at this time {lan of reorganization will be confirmed by Bankruptcy Court, or that any such plan
will be implemented successfully.

Liabilities Subject to Compromis

The following table summarizes the componeft&bilities subject to compromise included amr €onsolidated Balance Sheet as of
December 31, 2005:

December 31,

(in millions) 2005

Pension, postretirement and other ben: $ 8,652
Debt and accrued intere 5,84:
Aircraft lease related obligatiol 1,74C
Accounts payable and other accrued liabili 1,14¢
Total liabilities subject to compromit $17,38(

Liabilities subject to compromise refers te-petition obligations which may be impacted by @hapter 11 reorganization process. These
amounts represent our current estimate of knovpotential pre-petition obligations to be resolveadonnection with our Chapter 11
proceedings.

Differences between liabilities we have estiad and the claims filed, or to be filed, willibgestigated and resolved in connection with
the claims resolution process. We will continuevaluate these liabilities throughout the Chapleprbcess and adjust amounts as necessar)
Such adjustments may be material. In light of tkgeeted large number of creditors, the claims té¢gni process may take considerable time
to complete. Accordingly, the ultimate number antbant of allowed claims is not presently known.

Reorganization Items, ne

Reorganization items refers to revenues, msge (including professional fees), realized gamslosses and provisions for losses that are
realized or incurred in the bankruptcy proceedifige following table

F-13




Table of Contents

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS — (C ontinued)

summarizes the components included in reorganizétms, net on our Consolidated Statements of @joas for the year ended
December 31, 2005:

Year Ended

December 31
(in millions) 2005
Aircraft lease rejections, renegotiations and repssion{1)(2) $611
Debt issuance and discount cc®) 162
Facility lease{2® 88
Professional fee 39
Interest incomt (17)
Total reorganization items, n $884

(1) Estimated allowed claims from our rejection of thases for 50 aircraft, the renegotiation ofléfases for seven aircraft and the repossessioh of 1
aircraft.

(@ We record an estimated claim associated withejegtion of an executory contract or unexpirecgdéeahen we file a motion with the Bankruptcy
Court to reject such contract or lease and belieaeit is probable the motion will be approved. Y¥eord an estimated claim associated with the
renegotiation of an executory contract or unexpieage when the renegotiated terms of such cortirdeaise are not opposed or are otherwise
approved by the Bankruptcy Court and there is cieffit information to estimate the clai

3 Reflects the writ-off of certain debt issuance costs and premiune®njunction with valuing unsecured and undersecdeda.

@  Estimated allowed claims associated with facikitgides and related bond obligatic

Claims related to reorganization items arkeotéd in liabilities subject to compromise in @onsolidated Balance Sheet as of
December 31, 2005.

From the Petition Date through December 8D52 we received approximately $15 million in imtsrincome from the preservation of
cash, which was partially offset by payments of@iion in professional fees related to our Chagtemproceedings.

Note 2.  Summary of Significant Accounting Policies
Basis of Presentatiol

The accompanying Consolidated Financial States have been prepared in accordance with adngyinciples generally accepted in
the United States of America (“GAAP”) on a goingicern basis. This contemplates the realizatiorseéts and satisfaction of liabilities in
the ordinary course of business. Accordingly, wandbinclude any adjustments relating to the recalvidity of assets and classification of
liabilities that might be necessary should we bablmto continue as a going concern.

As a result of sustained losses, labor isandsour Chapter 11 proceedings, the realizatiaasséts and satisfaction of liabilities, without
substantial adjustments and/or changes in owneralgsubject to uncertainty. Given this uncengititere is substantial doubt about our
ability to continue as a going concern.

The accompanying Consolidated Financial States do not purport to reflect or provide for domsequences of our Chapter 11
proceedings. In particular, the financial stateraeltt not purport to show (1) as to assets, thalizable value on a liquidation basis or their
availability to satisfy liabilities; (2) as to ppetition liabilities, the amounts that may be akalfor claims or contingencies, or the status and
priority thereof; (3) as to shareowneesjuity accounts, the effect of any changes thatbeaypade in our capitalization; or (4) as to openat
the effect of any changes that may be made to usinbss.

We have eliminated all material intercompé&maysactions in our Consolidated Financial Statasméfie do not consolidate the financial
statements of any company in which we have an wshi@interest of 50% or less unless we control toatpany. During 2005, 2004 and
2003, we did not control any company in which wd ha ownership interest of 50% or less.
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In accordance with GAAP, we have applied Ao Institute of Certified Public Accountants’ f@GPA”) Statement of Position
90-7, “Financial Reporting by Entities in Reorgaatian under the Bankruptcy Code” (“SOP 90-7")pneparing the Consolidated Financial
Statements. SOP 90r&quires that the financial statements, for persadssequent to the Chapter 11 filing, distinguiahgactions and evel
that are directly associated with the reorganirafiom the ongoing operations of the business. Adiogly, certain revenues, expenses
(including professional fees), realized gains ars$és and provisions for losses that are realizéttorred in the bankruptcy proceedings are
recorded in reorganization items, net on the ace@mying Consolidated Statements of Operations. dlitiad, pre-petition obligations that
may be impacted by the bankruptcy reorganizatiocgss have been classified on the Consolidatedh8al8heet at December 31, 2005 in
liabilities subject to compromise. These liabiktigre reported at the amounts expected to be alloywé¢he Bankruptcy Court, even if they
may be settled for lesser amounts (see Note 1).

While operating as debtors-in -possessioreufhapter 11 of the Bankruptcy Code, the Debtayg sell or otherwise dispose of or
liquidate assets or settle liabilities, subjecth® approval of the Bankruptcy Court or otherwisg@armitted in the ordinary course of busin
in amounts other than those reflected in the Caatestegld Financial Statements. Moreover, a plan afganization could materially change the
amounts and classifications in the historical Céidated Financial Statements.

Reclassifications

We sell mileage credits in our SkyMiles freqtiflyer program to participating partners, susttiedit card companies, hotels and car
rental agencies. The portion of the revenue froenstile of mileage credits that approximates threvédue of travel to be provided is deferred.
We amortize the deferred revenue on a straightbass over the period when transportation is ebgoeto be provided. For the year ended
December 31, 2005, the majority of the revenue ftioensale of mileage credits, including the amatitn of deferred revenue, is recorded in
passenger revenue on our Consolidated Stateme@savations; the remaining portion is recordedtherarevenue. Prior to 2005, the
remaining portion was classified as an offset thngeexpenses. We have reclassified prior perimbants to be consistent with the current
year presentation. These reclassifications resuitad increase to other, net revenues as welhasgmger commissions and other se!
expenses of $233 million and $221 million for theags ended December 31, 2004 and 2003, respeci@eérating and net loss did not
change for any period presented. We believe tloisssification enhances the comparability of othet,revenues, as well as passenger
commissions and other selling expenses, on ourdlidated Statements of Operations.

For the year ended December 31, 2005, wsifitss changes in restricted cash on our Consd@iti&tatement of Cash Flows as an
investing activity. Prior to 2005, we presentedrsalianges as an operating activity. We have refilsprior period amounts to be consist
with the current year presentation. These reclassifbns resulted in an increase to cash flows fopmrating activities and a corresponding
decrease to cash flows from investing activitie$1E5 million for the year ended December 31, 2@0d, $102 million for the year ended
December 31, 2003.

We have reclassified certain other prior géé@mounts in our Consolidated Financial Statemeni® consistent with our current period
presentation. The effect of these reclassificatiemot material.
Use of Estimate:

We are required to make estimates and assumspizhen preparing our Consolidated Financialé®tants in accordance with GAAP.
These estimates and assumptions affect the am@puded in our financial statements and the acemyipg notes. Actual results could
differ materially from those estimates.

New Accounting Standard

In May 2005, the Financial Accounting StamttaBoard (“FASB”) issued Statement of Financial duating Standards (“SFASNo. 154
“Accounting Changes and Error Corrections” (“SFAS!).
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This standard replaces Accounting Principles Bgaké&B”) Opinion No. 20, “Accounting Changes” and A& No. 3, ‘Reporting Accountin
Changes in Interim Financial Statements.” SFAS i$%ffective for us as of January 1, 2006 and wippact how we report future changes in
accounting, if any, on our Consolidated Financiat&nents.

In March 2005, the FASB issued FASB Intergtien No. (“FIN") 47, “Accounting for Conditional #set Retirement
Obligations” (“FIN 47"). FIN 47 clarifies the terwonditional asset retirement obligati@s used in FASB Statement No. 143, “Accounting
for Asset Retirement Obligations.” Our adoptiorFbi 47 did not have a material impact on our Coidstéd Financial Statements.

In December 2004, the FASB issued SFAS N8.(t&vised 2004), “Share-Based Payment” (“SFAS I23Rhich requires an entity to
recognize compensation expense in an amount egjtla fair value of its share based payments, asdtock options granted to employees.
This standard replaces SFAS No. 123, “AccountingShock-Based Compensation” (“SFAS 123"), and ssedes APB Opinion No. 25,
“Accounting for Stock Issued to Employees” (“APB"R23Ne adopted SFAS 123R on January 1, 2006, asnaxt] Based on stock based
awards outstanding as of that date, we estimatedl@ied compensation expense will be approximag0 million and $20 million for the
years ending December 31, 2006 and 2007, resphct

In January 2004, the FASB issued FASB Staffititon No. 106-1, “Accounting and Disclosure Requmients Related to the Medicare
Prescription Drug, Improvement and Modernization éfc2003” (“FSP 106-1"). Beginning in 2006, the 8eare Prescription Drug,
Improvement and Modernization Act of 2003 (“Mediedct”) introduces a federal subsidy to sponsorse#ithcare benefit plans in certain
circumstances and a prescription drug benefitigpbdé participants under Medicare. We have deteedithat the federal subsidy to be
provided under the Medicare Act will not have ampauot on our postretirement benefit plans. We belidowever, that the new prescription
drug benefit that will be provided under Medicariél veduce our future claims costs under our pasgment benefit plans. See Note 12 for
additional information about the impact of the Mzde Act.

In September 2004, the Emerging Issues TasseR“EITF") reached a consensus on EITF Issueéd®4The Effect of Contingently
Convertible Debt on Diluted earnings per Share'ITlE 04-08"). This EITF requires shares of commtotk issuable upon conversion of
contingently convertible debt instruments to bduded in the calculation of diluted earnings pearshwhether or not the contingent
conditions for conversion have been met, unlesittiasion of these shares is adiiutive. Previously, shares of common stock isseiaipor
conversion of contingently convertible debt sedesitvere excluded from the calculation of dilutadnéngs per share. See Note 19 for
additional information about the impact of EITF-08 on our Consolidated Financial Statements.

During 2003, we adopted the following accingstandards, which did not have a material impaovur Consolidated Financial
Statements:

. SFAS No 132 (revised 2003), “Employers’ Disclosuabsut Pensions and Other Postretirement Benafitsamendment of
FASB Statements No. 87, 88, and " (“SFAS 132F") (See Note 12 for disclosures required under SFAR)L!

. EITF 01-08,“Determining Whether an Arrangement Contains a L” (see Note 9)

. SFAS No 143, “Accounting for Asset Retirement Oatigns,” SFAS No. 149, “Amendment of Statement &a8Perivative
Instruments and Hedging Activities;” SFAS No 158ctounting for Certain Financial Instruments withaCacteristics of
both Liabilities and Equit” and FIN 46" Consolidation of Variable Interest Entiti”

Cash and Cash Equivalent

We classify short-term, highly liquid investnts with maturities of three months or less whartlpased as cash and cash equivalents.
These investments are recorded at cost, which gjppates fair value. Cash
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and cash equivalents as of December 31, 2005 iecpgroximately $155 million, which is set asidetfee payment of certain operational
taxes and fees to governmental authorities.

Under our cash management system, we utibn¢rolled disbursement accounts that are fundég. dzhecks we issue, which have not
been presented for payment, are recorded in acepangtble, deferred credits and other accrueditiabion our Consolidated Balance
Sheets. These amounts totaled $66 million and $B®mat December 31, 2005 and 2004, respectively.

Short-Term Investments

At December 31, 2005, we did not have anytsteom investments. At December 31, 2004, our tstesm investments were comprised of
auction rate securities. In accordance with SFASING, “Accounting for Certain Investments in Dahtd Equity Securities” (“SFAS 115"),
we account for these investments as trading sezsirfor additional information about trading sé@s, see “Investments in Debt and Equity
Securities” in this Note.

Restricted Assel

We have restricted cash, which primarily tedato cash held as collateral by credit card m®me and interline clearinghouses and to
support certain projected insurance obligationstiR#ed cash included in current assets on ous@atated Balance Sheets totaled
$870 million and $348 million at December 31, 2@0Bil 2004, respectively. Restricted cash recordethier noncurrent assets on our
Consolidated Balance Sheets totaled $58 million&hdhillion at December 31, 2005 and 2004, respelsti

We have restricted investments for the refiigreent and expansion of Terminal A at Boston’s &mognternational Airport. Restricted
investments included in other assets on our Catestgldl Balance Sheets totaled $46 and $127 miltieaember 31, 2005 and 2004,
respectively.

Derivative Financial Instruments

We account for derivative financial instrurteeim accordance with SFAS 133, “Accounting for ative Instruments and Hedging
Activities” (“SFAS 133"). These derivative instrumts include fuel hedge contracts, interest ratgosagaeements and equity warrants and
other similar rights in certain companies (see N)te

Fuel Hedge Contract

We periodically enter into fuel hedge contsabat qualify for hedge accounting as cash fleddes under SFAS 133. For these types of
hedges, we record the fair value of our fuel hextggracts on our Consolidated Balance Sheets gudamty adjust the balances to reflect
changes in the fair values of those contracts.

Effective gains or losses related to thevalue adjustments of fuel hedge contracts arerdechin shareownersieficit as a component
accumulated other comprehensive loss. These galosses are recognized in aircraft fuel expensernvithe related aircraft fuel purchases
being hedged are consumed. However, to the extahttie change in fair value of a fuel hedge cahilaes not perfectly offset the change in
the value of the aircraft fuel being hedged, theffactive portion of the hedge is immediately ratiagd as a fair value adjustment of
SFAS 133 derivatives in other income (expense)uwrGmnsolidated Statements of Operations. In catimg the ineffective portion of a fuel
hedge contract, we include all changes in thevidine attributable to the time value component@eadgnize the amount in other income
(expense) during the life of the contract.

Interest Rate Swap Agreeme

We record interest rate swap agreementgjthadify as fair value hedges under SFAS 133 at fa@i value on our Consolidated Balance
Sheets and adjust these amounts and the relatetbdelfiect changes in
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their fair values. We record net periodic intemas¢ swap settlements as adjustments to interpsner in other income (expense) on our
Consolidated Statements of Operations.

Equity Warrants and Other Similar Rigt

We record our equity warrants and other sinriights in certain companies at fair value atdage of acquisition in other noncurrent as
on our Consolidated Balance Sheets. In accordaitheSFAS 133, we regularly adjust our ConsolidéBathnce Sheets to reflect the changes
in the fair values of the equity warrants and osimnilar rights, and recognize the related gainlsses as fair value adjustments of SFAS
derivatives in other income (expense) on our Cadat#dd Statements of Operations.

Revenue Recognitio
Passenger Revenu

We record sales of passenger tickets asadiictliabilities on our Consolidated Balance Stse®assenger revenues are recognized when
we provide transportation, reducing the relatedraific liability. We periodically evaluate thetemated air traffic liability and record any
resulting adjustments in our Consolidated Statemeh©Operations in the period in which the evaluadiare completed.

We sell mileage credits in our SkyMiles freqtiflyer program to participating partners sucleraslit card companies, hotels and car re
agencies. The portion of the revenue from the slatrileage credits that approximates the fair valfigavel to be provided is deferred. We
amortize the deferred revenue on a straight-lirsesh@ver the period when transportation is expetddak provided. The majority of the
revenue from the sale of mileage credits, includirgamortization of deferred revenue, is recolidgzhssenger revenue on our Consolidated
Statements of Operations; the remaining portiaeésgnized in income currently, and is classifisdther revenue.

Cargo Revenue

Cargo revenues are recognized in our Cores@lidStatements of Operations when we providerdmsportation.

Other, nel

Other, net revenue includes revenue frona(igrtion of the sale of mileage credits, discusdsul/e, (2) codeshare agreements with
certain airlines, and (3) other miscellaneous servevenue. Under our codeshare agreements, weeatdl on other airlines’ flights and they
sell seats on our flights, with each airline sefedlyamarketing its respective seats. The revenum four sale of codeshare seats on other
airlines, and the direct costs incurred in marlgethose seats, are recorded in other, net in dpgnavenues on our Consolidated Statements
of Operations. Our revenue from other airlinesesafl codeshare seats on our flights is recordg@désenger revenue on our Consolidated
Statements of Operations.

Long-Lived Asset:

We record our property and equipment at andtdepreciate or amortize these assets on ahttimg basis to their estimated residual
values over their respective estimated useful liResidual values for flight equipment range fro¥h-80% of cost. We also capitalize certain
internal and external costs incurred to develogrirdl-use software; these assets are includedimdrproperty and equipment, net on our
Consolidated Balance Sheets. The estimated useds|for major asset classifications are as foltows

Asset Classification Estimated Useful Life
Owned flight equipmer 1C-25 years

Flight and ground equipment under capital le Shorter of lease term or useful |
Ground property and equipme 3-10 years

F-18
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In accordance with SFAS No. 144, “Accountiogthe Impairment or Disposal of Long-Lived Assétse record impairment losses on
long-lived assets used in operations when evemtsimoumstances indicate the assets may be impairédhe undiscounted cash flows
estimated to be generated by those assets arthdstheir carrying amounts. For long-lived asbets for sale, we record impairment losses
when the carrying amount is greater than the falmerless the cost to sell. We discontinue deptieciaf long-lived assets once they are
classified as held for sale.

To determine impairments for aircraft usedperations, we group assets at the fleet typd (#we lowest level for which there are
identifiable cash flows) and then estimate futuashcflows based on projections of passenger yiedd costs, labor costs and other relevant
factors. If impairment occurs, the amount of th@ainment loss recognized is the amount by whictctreying amount of the aircraft excet
the estimated fair value. Aircraft fair values astimated by management using published sourcpgiapls and bids received from third
parties, as available. See Note 16 for additiomf@rmation about asset impairments.

Goodwill and Intangible Asset

In accordance with SFAS No. 142, “Goodwildadther Intangible Assets,” we apply a fair valiesdd impairment test to the net book
value of goodwill and indefinite-lived intangiblesets on an annual basis and, if certain evergsamstances indicate that an impairment
loss may have been incurred, on an interim basis.ahnual impairment test date for our goodwill amtigfinite-lived intangible assets is
December 31. Intangible assets with determinatdéulifives are amortized on a straight-line basisrdheir estimated useful lives. Our
leasehold and operating rights have definite udefess and are amortized over their respectivedd¢asms, which range from nine to 19 years.

We had one reporting unit with assigned gatdéwDecember 31, 2005 and 2004. In evaluatinggmodwill for impairment, we first
compare the reporting unit’s fair value to its garg value. We estimate the fair value of our réipgrunit by considering (1) market multiple
and recent transaction values of peer companie$2ymiojected discounted future cash flows, iseably estimable. In applying the
projected discounted future cash flow methodolegy (1) estimate the reporting unit’s future caslwl based on capacity, passenger yield,
traffic, operating costs and other relevant factord (2) discount those cash flows based on thertiag unit's weighted average cost of
capital. If the reporting unit’s fair value exceetdscarrying value, no further testing is requiréghowever, the reporting uni’carrying valu
exceeds its fair value, we then determine the amofuthe impairment charge, if any. We recognizemapairment charge if the carrying va
of the reporting unit's goodwill exceeds its implifair value.

We perform the impairment test for our indéé-lived intangible assets by comparing the asdatr value to its carrying value. Fair va
is estimated based on projected discounted futask flows. We recognize an impairment charge ifabeet’'s carrying value exceeds its
estimated fair value.

See Note 7 for additional information abdwe goodwill and intangible assets impairment chargeorded during 2004.

Interest Capitalizec

We capitalize interest on advance paymemtthfoacquisition of new aircraft and on construetdf ground facilities as an additional cost
of the related assets. Interest is capitalizediatv@ighted average interest rate on long-term debf applicable, the interest rate related to
specific asset financings. Interest capitalizagods when the equipment or facility is ready foviee or its intended use. Capitalized interest
totaled $9 million, $10 million and $12 million féhe years ended December 31, 2005, 2004 and B&¥}8:ctively.

Interest Expense

In accordance with SOP 90-7, we record agtieexpense only to the extent (1) interest wilpbil during the Chapter 11 proceedings or
(2) it is probable interest will be an allowed pity, secured, or
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unsecured claim. Interest expense recorded on onsdidated Statements of Operations totaled appiirly $1.0 billion for the year ended
December 31, 2005. Contractual interest expenstu(limg interest expense that is associated witigations in liabilities subject to
compromise) during this period totaled approximagdl.2 billion.

Equity Method Investment

We use the equity method to account for ouestment in a company when we have significamtiémfce but not control over the
company’s operations. Under the equity method,nit&ily record our investment at cost and theruatihe carrying value of the investment
to recognize our proportional share of the compangt income (loss). In addition, dividends receifrem the company reduce the carrying
value of our investment.

In accordance with Securities and Exchanga@ission Staff Accounting Bulletin (“SAB”) 51, “Acuinting for Sales of Stock by a
Subsidiary” (“SAB 51"), we record SAB 51 gains ($&@s) as a component of shareowners’ deficit orCaumsolidated Balance Sheets (see
Note 18).

Income Taxes

In accordance with SFAS No. 109, “Accountingincome Taxes” (“SFAS 109"Wwe account for deferred income taxes under thditial
method. Under this method, we recognize defernedsaets and liabilities based on the tax effectsroporary differences between the
financial statement and tax bases of assets dnititiess, as measured by current enacted tax ratesluation allowance is recorded to reduce
deferred tax assets when necessary. Deferred $aksaand liabilities are recorded net as curreditnemcurrent deferred income taxes on our
Consolidated Balance Sheets (see Note 11).

Our income tax provisions are based on catmris and assumptions that are subject to exaiminby the Internal Revenue Service and
other tax authorities. We do not record tax beséddit any positions unless we believe it is probabkse benefits will be sustained under ¢
examinations. We regularly assess the potenti@ons of examinations. We believe the outcome afméxations will not have a material
effect on our Consolidated Financial Statementghénevent the actual results differ from our eates, we would adjust the income tax
provision in the period in which the facts thatgivse to the revision become known. Tax law anel changes are reflected in the income tax
provision in the period in which such changes awacted.

Investments in Debt and Equity Securiti

In accordance with SFAS 115, we record ouvestiments classified as available-for-sale seegrit fair value in other noncurrent assets
on our Consolidated Balance Sheets. Any chandeeiffigir value of these securities is recorded ouawlated other comprehensive income
(loss), unless such change is a decline in valaieistrdeemed to be other than temporary (see Nowed record our investments classified as
trading securities at fair value in current asset®ur Consolidated Balance Sheets and recognaegels in the fair value of these securitie
other income (expense) on our Consolidated Statenoéi©perations.

Frequent Flyer Program

We record a liability for the estimated intiental cost of flight awards which are earned underSkyMiles frequent flyer program and
expected to be redeemed for travel on Delta orahikne partners. Our incremental costs inclubleour system average cost per passenger
for fuel, food and other direct passenger costafaards to be redeemed on Delta and (2) contractisés for awards to be redeemed on
partner airlines. The liability is recorded in aonts payable, deferred credits and other accragidlities on our Consolidated Balance Sheets.
We periodically record adjustments to this lialilit other operating expenses on our Consolidataté®ents of Operations based on awards
earned, awards redeemed, changes in our estinmategiental costs and changes to the SkyMiles pmogra
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Deferred Gains on Sale and Leaseback Transacti

We amortize deferred gains on the sale asskleack of property and equipment under operagimgeks over the lives of these leases. The
amortization of these gains is recorded as a reatutth rent expense. Gains on the sale and leas@hgcoperty and equipment under capital
leases reduce the carrying value of the relategt@ss

Manufacturers’ Credits

We periodically receive credits in connectieith the acquisition of aircraft and engines. Thesedits are deferred until the aircraft and
engines are delivered, and then applied on a pacbasis as a reduction to the cost of the relegeibment.

Maintenance Cost:

We record maintenance costs in operatingresggeas they are incurred.

Inventories

Inventories of expendable parts relatedighflequipment are carried at moving average audtcharged to operations as consumed. An
allowance for obsolescence for the cost of thess @provided over the remaining useful life loé trelated fleet.

Advertising Cost:

We expense advertising costs as other sakpgnses in the year incurred. Advertising expareae$164 million, $148 million and
$135 million for the years ended December 31, 20084 and 2003, respectively.

Commissions

We record passenger commissions in prepaidreses and other on our Consolidated Balance Shbetsthe related passenger tickets
sold. Passenger commissions are recognized intopeexpenses on our Consolidated Statements ofafipes when the transportation is
provided and the related revenue is recognized.

Foreign Currency Remeasuremel

We remeasure assets and liabilities denoetdniatforeign currencies using exchange ratesfacebn the balance sheet date. Fixed assets
and the related depreciation or amortization cheege recorded at the exchange rates in effedieodate we acquired the assets. Revenues
and expenses denominated in foreign currenciesaasured using average exchange rates for eabh pétiods presented. We recognize
resulting foreign exchange gains (losses) as a onm of miscellaneous income (expense) on our @iolaged Statements of Operations.
These gains (losses) are immaterial for all permrésented.

Stock-Based Compensatio

We account for our stock-based compensatimspunder the intrinsic value method in accordavitde APB 25 and related
interpretations. No stock option compensation egpés recognized in our Consolidated StatemenBpefations because all stock options
granted had an exercise price equal to the fairevaf the underlying common stock on the grant.date

The estimated fair values of stock optiorenged during the years ended December 31, 2008, 20 2003 were derived using a Black-
Scholes model. The assumptions used in the Blabki€s model are based on the date when the stdidnspre granted. The following
table includes the assumptions used in
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estimating fair values and the resulting weighteerage fair value of a stock option granted inghgods presented:

Stock Options Granted

Assumption 2005 2004 2003
Risk-free interest rat 3.&% 3.1% 2.2%
Average expected life of stock options (in ye: 3.C 3.2 2.8
Expected volatility of common stoc 73.€% 68.£% 66.4%
Weighted average fair value of a stock option grd $ 2 $ 3 $ 5

The following table shows what our net losd &ss per share would have been for the yeamsdeDdcember 31, 2005, 2004 and 2003
had we accounted for our stock-based compensams pnder the fair value method of SFAS 123, utiegassumptions in the table above:

(in millions, except per share da 2005 2004 2003
Net loss:
As reportec $(3,81¢) $(5,19¢) $(773)
Deduct: total stock option compensation expenseroéhed under the fair value based metl

net of tax(®) (10€) (39) (33
As adjusted for the fair value method under SFAS $(3,926) $(5,23€) $ (80€)
Basic and diluted loss per share
As reportec $(23.75) $(41.07) $(6.40)
As adjusted for the fair value method under SFAS $(24.42) $(41.36) $(6.6€)

(@) In 2004, we discontinued recording tax benefitddsses. Accordingly, there is no tax effect in2@dd 2004

For additional information about our stockioptplans and the motion we filed with the BanknypCourt seeking authority to reject the
outstanding stock options issued under these péaesiNote 13. For additional information about m@aounting standards related to stock-
based compensation, see “New Accounting Standamdkis Note.

Fair Value of Financial Instruments

We record our cash equivalents and short-tevestments at cost, which we believe approximgtes fair values. The estimated fair
values of other financial instruments, includindpdend derivative instruments, have been determiisédy available market information and
valuation methodologies, primarily discounted clistv analyses and the Black-Scholes model.

The fair value of our total secured and unsed debt, based primarily on quoted market valwes, $10.5 billion at December 31, 2005
(which includes debt classified as liabilities sdtjto compromise), and $11.9 billion at Decemider2804. For additional information about
our debt, see Note 8.

Note 3. Sale of ASA

On September 7, 2005, we sold Atlantic Scaghdirlines, Inc. (“ASA”), our wholly owned subsaty, to SkyWest, Inc. (“SkyWest") for
a purchase price of $425 million. In conjunctiorthathis transaction, we amended our contract caageeements with ASA and SkyWest
Airlines, Inc. (“SkyWest Airlines”), a wholly ownesubsidiary of SkyWest, under which those regi@idines serve as Delta Connection
carriers. The sale of ASA resulted in an immategaih that is being amortized over the life of oantract carrier agreement with ASA. For
additional information on our contract carrier agnents with ASA and SkyWest Airlines, see Note 10.
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At the closing of our sale of ASA, we recel\&350 million, representing $330 million of purebeprice and $20 million related to aircraft
deposits. As the result of our assumption of ountiaat carrier agreements with ASA and SkyWestiddéd in our Chapter 11 proceedings, on
November 2, 2005, we received an additional $120omj consisting of $90 million of deferred purcleaprice and $30 million in aircre
deposits. We may receive up to the remaining $8anibf deferred purchase price depending on réiswiwf a working capital adjustment.
Upon the sale of ASA, we repaid, as required, $h@on of outstanding borrowings under a pre-petitcredit facility. The remaining
proceeds from our sale of ASA are available foregahcorporate purposes.

Our sale of ASA included the following maasses of assets and liabilities:

September 7,

(in millions) 2005
Assets:
Current assel $ 152
Flight equipment, ne 1,55¢
Other property and equipment, | 61
Other asset 33
Total asset $1,80z
Liabilities:
Current maturities of lor-term deb $ 222
Other current liabilitie: 11€
Long-term deb 1,00z
Other noncurrent liabilitie 8
Total liabilities $1,34¢

After the sale of ASA to SkyWest, the revemaad expenses related to our contract carrieeamet with ASA are reported as regional
affiliates passenger revenues and contract cagierements, respectively, in our Consolidated Siat¢s of Operations. Prior to the sale,
expenses related to ASA were reported in the agiglikcexpense line item in our Consolidated StatésnafOperations.

Note 4.  Marketable and Other Equity Securities

Republic Airways Holdings, Inc. and Affiliates' Republic Holding!")

We have contract carrier agreements withsulmsidiaries of Republic Holdings — Chautauquaifés, Inc. (“Chautauqua”) and Shuttle
America Corporation (“Shuttle America”). As parttbese agreements, we received warrants to purétemeblic Holdings common stock.
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At December 31, 2005 and 2004, our investrireRiepublic Holdings consisted of the following:

Number of
Underlying
Common Carrying
Shares Values
Expiration Exercise Price Per
(in millions) M) Date Common Share 2005 2004 2005 2004
2002 Warran June 201: $12.5( 0.8 0.8 $ 7 $ 6
2003 Warrant (Februan February 201: $13.0( 0.4 0.4 3 3
2003 Warrant (Octobe October 201: $12.3¢ 0.2 0.2 1 1
2004 Warrant (March March 2014 $12.3¢ 0.2 0.2 2 2
2004 Warrant (Decembe December 201 $11.6( 1.C 1.C 9 8
IPO Warrani June 201« $12.3¢ 0.8 0.8 7 6
Total 35 8.z $ 29 $26

@ Except per share dai
(@ These warrants and the underlying shares of Riegdbldings common stock are not registered urtderSecurities Act of 1933; we have certain
demand and piggyback registration rights relatmthe underlying shares of common stc

These warrants were recorded at their fawnesbn the date received in other noncurrent assatsir Consolidated Balance Sheets. The
fair values are primarily being recognized on aigtnt-line basis over a five year period in our Salidated Statements of Operations. In
accordance with SFAS 133, any changes in fair vategecorded in other income (expense) in our Glmteded Statements of Operations.
The gains (losses) recorded from our investmeRtepublic Holdings were not material for any penwdsented.

For additional information about our contreatrier agreements with Chautauqua and Shuttlerismesee Note 10.

priceline.com Incorporated“priceline”)

We have an agreement with priceline undeciwvkie (1) provide ticket inventory that may be shicbugh priceline’s Internet-based e-
commerce system and (2) received certain equigrests in priceline. We are required to provideagiie access to unpublished fares.

At December 31, 2005 and 2004, our investrirepticeline consisted of the following:

Number of Carrying

Shares(?) Values
(in millions) @ 2005 2004 2005 2004
Series B Preferred Sto(®) 13,46¢ 13,46¢ $13 $13
2001 Warran®) 0.8 0.8 7 10
Total $20 $23

(@ Except number of shares of Series B Preferred S

(@ We have certain registration rights relatinghargs of priceline common stock we receive as diwid on the Series B Preferred Stock, or acquire
from the exercise of the 2001 Warre

(® The Series B Preferred Stock is classified aavailable-for-sale security under SFAS 115 an@éd®rded at face value, which approximates fair
value, in other noncurrent assets on our ConselitiBalance Sheets. The Series B Preferred Stodqgother things, (1) bears an annual dividend
per share of approximately six shares of pricatiomon stock and (2) is subject to mandatory rediemin February 2007 at $1,000 per share
plus any dividends accrued or accumulated but ebpgid.

@  The 2001 Warrant is recorded at fair value in otimrcurrent assets on our Consolidated BalancetiSHeeccordance with SFAS 133, any cha
in fair value are recorded in other income (expgnseour Consolidated Statements of Operations Wairrant expires in February 2007 and has an
exercise price of $17.8

F-24




Table of Contents

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS — (C ontinued)

The gains (losses) recorded from our investnmepriceline were not material to our Consolidh&atements of Operations for any period
presented.

For additional information about our accongtpolicy for investments in equity securities aledivative financial instruments, see Nott

Note 5. Risk Management
Aircraft Fuel Price Risk

Our results of operations can be significamtipacted by changes in the price of aircraft fli@l manage this risk, we periodically
purchase options and other similar derivative imagnts and enter into forward contracts for thelpase of fuel. We do not enter into fuel
hedge contracts for speculative purposes. We dithanee any fuel hedge contracts at December 35 20Q004.

Interest Rate Risl

Our exposure to market risk due to changésténest rates primarily relates to our long-teteit obligations, cash portfolio, workers’
compensation obligations and pension, postemployareh postretirement benefits.

Market risk associated with our long-term treltates to the potential change in fair valuewf fixed rate debt from a change in interest
rates as well as the potential increase in intengsénse on variable rate debt. At December 315 200 2004, approximately 44% and 39%,
respectively, of our debt (including, at DecembgrZ05, debt classified as liabilities subjectdmpromise) had a variable interest rate.

Market risk associated with our cash portfoélates to the potential change in interest ineémom a decrease in interest rates. Workers’
compensation obligation risk relates to the potémtianges in our future obligations and expensas & change in interest rates used to
discount such obligations. Pension, postemployrardtpostretirement benefits risk relates to thedl changes in our benefit obligations,
funding and expenses from a change in interess (ag= Note 12).

From time to time, we may enter into intemagsé swap agreements. We do not enter into iriteagssswap agreements for speculative
purposes. We did not have any interest rate swegeatgents at December 31, 2005 and 2004.

Foreign Currency Exchange Ris

We are subject to foreign currency exchamgjelrecause we have revenues and expenses denedniméoreign currencies, primarily the
euro, the British pound, and the Canadian dollarmBnage exchange rate risk, we attempt to exéatiteour international revenue and
expense transactions in the same foreign curréadiie extent practicable. From time to time, weyralso enter into foreign currency optic
and forward contracts. We do not enter into foreigrmrency hedge contracts for speculative purpdsfesdid not have any foreign currency
hedge contracts at December 31, 2005 and 2004.

Credit Risk

To manage credit risk associated with owraft fuel price, interest rate and foreign curgeegchange risk management programs, we
select counterparties based on their credit ratmgslimit our exposure to any one counterparty.alée monitor the market position of these
programs and our relative market position with ezaminterparty. The credit exposure related to tipesgrams was not significant at
December 31, 2005 and 2004.

Our accounts receivable are generated lafgaty the sale of passenger airline tickets andac#mansportation services. The majority of
these sales are processed through major creditocanganies, resulting in accounts receivable whrehsubject to certain holdbacks by the
credit card processors. We also have receivalbes fine sale of mileage credits to partners, suaetit card companies, hotels and car
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rental agencies that participate in our SkyMilesgpam. We believe that the credit risk associatitk these receivables is minimal and that
the allowance for uncollectible accounts that weeharovided is appropriate.

SelfInsurance Risk

We self-insure a portion of our losses frdaims related to workers’ compensation, environrakissues, property damage, medical
insurance for employees and general liability. legsare accrued based on an estimate of the ulteggregate liability for claims incurred,
using independent actuarial reviews based on stdnid@dustry practices and our actual experiencpofion of our projected workers’
compensation liability is secured with restrictedlt collateral (see Note 2).

Note 6. Derivative Instruments

We record all derivative instruments on ooné€blidated Balance Sheets at fair value and rézegertain changes in these fair values in
our Consolidated Statements of Operations.

The impact of SFAS 133 on our Consolidatede®hents of Operations is summarized as follows:

Income (Expense)

For the Years Ended
December 31

(in millions) 2005 2004 2003
Change in time value of fuel hedge contr: $ — $(18) $(75)
Ineffective portion of fuel hedge contra — (10 58
Fair value adjustment of equity rigt 1 3 8
Total fair value adjustmen(?) $ 1 $(31) $ (9

() Fair value adjustments of SFAS 133 derivativesafitax, for 2003 were $(6) million. In 2004, @iscontinued recording tax benefits for losses.
Accordingly, there is no tax effect in 2005 and 2(

Fuel Hedging Program

On December 19, 2005 the Bankruptcy Couti@iged us to enter into fuel hedging contractaufoto 30% of our monthly estimated f
consumption. We may exceed the 30% limit with thpraval of the Creditors Committee or the Bankrypourt. In February 2006, we
received approval from the Creditors Committeeddde up to 50% of our estimated 2006 aggregatecrslumption, with no single month
exceeding 80% of our estimated fuel consumption.al§e agreed that we would not enter into any leelging contracts that extend beyond
December 31, 2006 without additional approval fittve Creditors Committee or the Bankruptcy Court.

Because there is not a readily available etdid derivatives in aircraft fuel, we periodigalise heating and crude oil derivative contracts
to manage our exposure to changes in aircraftptieés. Changes in the fair value of these corgréiael hedge contracts) are highly
correlated to changes in aircraft fuel prices.

In February 2004, we settled all of our fhetige contracts prior to their scheduled settlerdatgs. As a result of these transactions, we
received $83 million, which represented the failueaof these contracts at the date of settlemardctordance with SFAS 133, we recorded
effective gains of $82 million in accumulated otkemprehensive loss when the related fuel purchaki&h were being hedged were
consumed during 2004. The time value componertexfa contracts and the ineffective portion of théges at the date of settlement resulted
in an approximately $10 million charge, net of t&ikis charge was recorded in fair value adjustmeh&~AS 133 derivatives on our
Consolidated Statements of Operations.

We did not have any fuel hedge contractsestdinber 31, 2005 or 2004. For the month of Febr2@®p, we hedged approximately 26%
of our fuel needs and recorded a gain of $1.2 anillipon settlement of these hedges. See Noteifésmation about our accounting policy
for fuel hedge contracts.
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Equity Warrants and Other Similar Right

We own equity warrants and other similar tsgh certain companies, primarily Republic Holdirand priceline. The fair value of these
rights was $37 million at December 31, 2005 and42@&e Note 2 and 4 for information about our anting policy for and ownership of
these rights, respectively.

Note 7.  Goodwill and Other Intangible Assets

The following table includes the componeritgandwill at December 31, 2005, 2004 and 2003, tardactivity during 2004:
Reporting Unit

(in millions) Mainline ASA Comair Total

Balance at December 31, 2C $227 $ 49¢ $ 1,367 $ 2,092
Impairment charg — (498 (1,367 (1,865)
Balance at December 31, 2004 and 2 $227 $ — $ — $ 227

During 2004, we revaluated the estimated fair values of our repgntinits (Mainline, ASA and Comair) in light of tiraplementation ¢
initiatives intended to strengthen our competippasition and the completion of our new long-rangshcflow plans. These actions reflected,
among other things, (1) the strategic role of AS® &€omair in our business (see Note 3 for inforaratibout our sale of ASA in 2005);

(2) the projected impact of changes to our fanecstire on the revenues of each of our reportingsuand (3) an expectation of the
continuation of historically high fuel prices. Tleefactors had a substantial negative impact omtpairment test results for ASA and
Comair. Accordingly, we recorded an impairment gledior the full value of goodwill at ASA and Comair

Our goodwill impairment test for Mainline asDecember 31, 2005 and 2004 resulted in no impait because (1) our business plan
provides significant benefits to Mainline; (2) wavie achieved substantial cost reductions undetransformation plan announced in 2004;
and (3) Mainline has a low carrying value.

The following table presents information abour intangible assets, other than goodwill, at&meber 31.:

2005 2004
Gross Gross
Carrying Accumulated Carrying Accumulated
(in millions) Amount Amortization Amount Amortization
Definite-lived intangible asset:
Leasehold and operating rigt $12¢ $(109) $12¢ $ (99
Other 3 (3) 3 (2)
Total $12¢ $(10€) $12¢ $(107)
Net Net
Carrying Carrying
(in millions) Amount Amount
Indefinite-lived intangible asset
International route $ 51 $ 51
Other 1 1
Total $ 52 $ 52

We recorded an impairment charge totaling@gdmately $9 million for certain of our internatial routes at December 31, 2004 due to
our decision not to utilize these routes for theeéeeable future. This
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charge is recorded in impairment of intangible #sea our Consolidated Statements of Operation®efember 31, 2005, our impairment
test of other intangible assets resulted in no impant.
For additional information about our accongtpolicy for goodwill and other intangible assas&e Note 2.

Note 8. Debt
The following table summarizes our debt at&sber 31, 2005 and 2004:

(dollars in millions) 2005 2004

Senior Securec®
Secured Sup-Priority Debtor-in-Possession Credit Agreems

9.01% GE DIP Credit Facility Term Loan A due Matd, 2002 $ 60C $ —
11.01% GE DIP Credit Facility Term Loan B due Mafd 200&(2) 70C —
13.51% GE DIP Credit Facility Term Loan C due Mait¢h 200€() 60C —
1,90( —
Other senior secured de
14.91% Amex Facility Note due in installments fr@®06 to December 1, 20(2)(3) 30C —
30C —
Secured®)
Series 200-1 Enhanced Equipment Trust Certifica
7.38% Class -1 due in installments from 2006 to May 18, 2( 174 20¢
7.57% Class -2 due November 18, 20: 73€ 73€
7.92% Class B due November 18, 2( 182 182
7.78% Class C due November 18, 2! — 74
9.11% Class D due November 18, 2(4) — 17€
1,094 1,37¢
Series 200-1 Enhanced Equipment Trust Certifica
6.62% Class -1 due in installments from 2006 to March 18, 2 15C 187
7.11% Class -2 due September 18, 20 571 571
7.71% Class B due September 18, 2 207 207
7.30% Class C due September 18, 24) 60 19
98¢ 984
Series 200-2 Enhanced Equipment Trust Certifica
6.20% Class A due in installments from 2006 to Deoer 18, 2012 341 36¢
7.40% Class B due in installments from 2006 to Dewer 18, 201:2) 172 19¢
8.75% Class C due in installments from 2006 to Dewsy 18, 2012 77 80
59C 64¢
Series 200-1 Enhanced Equipment Trust Certifica
6.72% Class -1 due in installments from 2006 to January 2, 2 48¢& 521
6.42% Class -2 due July 2, 201 37C 37C
7.78% Class C due in installments from 2006 to dan@, 201z 12€ 141
984 1,032
Series 200-1 Enhanced Equipment Trust Certifica
5.13% Class G due in installments from 2006 to dan@5, 200¢2) 31¢€ 34¢€
5.65% Class C due in installments from 2006 to dan@5, 200(2)(4) 13E —
453 34¢€
General Electric Capital Corporatio®
8.95% Notes due in installments from 2006 to Julg07 1(2)(©) 19¢ 22k
8.95% Notes due in installments from 2006 to Jylg0A 1)) 134 147
8.95% Notes due in installments from 2006 to Julg011(2)(®) 293 307
62F 67¢

F-28




Table of Contents

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS — (C ontinued)

(dollars in millions) 2005 2004
Other secured del
9.00% GE Term Loan due in installments during 2 — 33C
10.75% Amex Facility Notes due in installments fr@606 to December 1, 20(23) — 25C
9.50% Senior Secured Notes due in installments 2666 to November 18, 20(©) 23t 23k
6.33%-6.42% GE Senior Secured Revolving Credit Facilitg ecember 1, 20 — 231
23k 1,04¢
4.13% to 15.46% Other secured financings due imlingents from 2006 to May 9, 20:2)(9)(10) 1,71°F 2,77
Total senior secured and secured ( $ 8,88¢ $ 8,88¢
Unsecured®)
Massachusetts Port Authority Special Facilities &®ie Bond
5.C-5.5% Series 2001A due in installments from 2012ai0uary 1, 202 $ 33¢ $ 33¢
3.35% Series 2001B due in installments from 202Farwuary 1, 2032 80 80
3.44% Series 2001C due in installments from 202Fatwiary 1, 203 80 80
7.7% Notes due December 15, 2( 122 167
7.9% Notes due December 15, 2( 49¢ 49¢
9.75% Debentures due May 15, 2( 10€ 10€
Development Authority of Clayton County, loan agneat
3.57% Series 2000A due June 1, 22 65 65
3.63% Series 2000B due May 1, 2(@ 11C 11C
3.63% Series 2000C due May 1, 2(@ 12C 12C
8.3% Notes due December 15, 2( 92k 92E
8.125% Notes due July 1, 20 53¢ 53¢
10.0% Senior Notes due August 15, 2! 24¢ 24§
8.0% Convertible Senior Notes due June 3, Z 35C 35C
27/ 8% Convertible Senior Notes due February 18, 2 32t 32¢
3.01% to 10.375% Other unsecured debt due in Instats from 2006 to May 1, 20! 705 707
Total unsecured de 4,60¢ 4,65¢
Total secured and unsecured ¢ 13,49: 13,54«
Less: unamortized discounts, | — (94)
Total debt, including liabilities subject to comprise 13,49: 13,45(
Less: pr-petition debt classified as liabilities subjectmpromise® (5,766 —
Total debi 7,727 13,45(
Less: current maturitie (1,183 (83E)
Total lon¢-term debt $ 6,54« $12,61¢

(@) Our senior secured debt and our secured debtliearalized by first liens, and in many casessdcand junior liens, on substantially all of our
assets, including but not limited to accounts nesdale, owned aircraft, spare engines, spare fghgtst simulators, ground equipment, landing slots,
international routes, equity interests in certdiowr domestic subsidiaries, intellectual propentygl real property. For more information on the
Secured Super-Priority Debtor-in-Possession Chgglieement and other senior secured debt, see “Debfossession Financing” and “Financing
Agreement with Ame”, respectively, in this Note

@  Our variable interest rate long-term debt is shewing interest rates which represent LIBOR or @amtial Paper plus a specified margin, as
provided for in the related agreements. The radtess were in effect at December 31, 2005, if aptlie.

®  For additional information about the repayment t&eralated to these debt maturities, “ Financing Agreement with Am” in this Note.

@ On March 4, 2005, we exchanged $176 million ppakcamount of enhanced equipment trust certifedige in November 2005 (“Exchanged
Certificates”) for a like aggregate principal ambahenhanced equipment trust certificates dueeipt@nber 2006 and January 2008 (“Replacement
Certificate”). The effective interest rate on the Exchanged arpladgement Certificates is 9.11!

®)  In connection with these financings, as amen@esheral Electric Capital Corporation (“GECC") isduigevocable, direct-pay letters of credit,
which totaled $403 million at December 31, 2005 ack our obligations with respect to $397 millnmcipal amount of tax exempt municipal
bonds. We are required to reimbu
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GECC for drawings under the letters of credit. @imbursement obligation is secured by (1) nineB#60 and three B777-200 aircraft (“LOC
Aircraft Collateral”); (2) 93 spare Mainline airét&ngines (“Engine Collateral”); and (3) certather assets (see footnote 8 to this table). For
additional information about the letters of creaiitd our reimbursement obligation to GECC, see #raif Credit Enhanced Special Facility Bonds”
this Note.
This debt, as amended (“Spare Engines Loan¥gdsired by (1) the Engine Collateral; (2) so losighe letters of credit discussed in footnote 5 to
this table are outstanding, the LOC Aircraft Calal; and (3) certain other assets (see footntaellis table). The Spare Engines Loan is not
repayable at our election prior to maturity. Theyiee Collateral also secures, on a subordinateid,hgsto $160 million of certain of our other
existing debt and aircraft lease obligations to GE®d its affiliates. At December 31, 2005, thestartding amount of these obligations is
substantially in excess of $160 millic
This debt, as amended (“Aircraft Loan”), is sexlby (1) five B767-400 aircraft (“Other Aircrafolateral”); (2) the Engine Collateral; and
(3) substantially all of the Mainline aircraft spgrarts owned by us (“Spare Parts Collateral”). Aineraft Loan is repayable at our election at any
time, subject to certain prepayment fees on anggyment.
This debt, as amended (“Spare Parts Loan”),dsrse by (1) the Other Aircraft Collateral; (2) tBagine Collateral; and (3) the Spare Parts
Collateral. Our borrowings under the Spare ParanLmay not exceed specified percentages of thectiveant market value of either the spare parts
or rotables we have pledged thereunder (each, Bet€al Percentage Test”). In the event we exesatedr Collateral Percentage Test, we must
promptly comply with that test by (1) pledging dilstial spare parts or rotables, as applicablep@®}ing cash collateral; or (3) prepaying
borrowings under the Spare Parts Loan. The Spats @allateral also secures up to approximatelydibon of (1) our reimbursement obligatio
under the letters of credit discussed in footnote this table; (2) the Spare Engines Loan; ana(8)obligations under 12 CRDO aircraft leases.
is also added to the collateral that secures, subardinated basis, up to $160 million of certdiour other existing debt and lease obligations to
GECC and its affiliates
In accordance with SOP 90-7, substantially abuwf unsecured debt has been classified as liabibubject to compromise. Additionally, certain of
our undersecured debt instruments have also bassifiéd as liabilities subject to compromise. fare information on liabilities subject to
compromise, see Note
Approximately $74 million principal amount of detue in installments through June 2011 has intea¢ss ranging from 15.46% to 15.25%. The
maximum interest rate on the remaining secured ideh79% at December 31, 20!

Future Maturities

The following table summarizes the contrakctoaturities of our debt, including current matiest at December 31, 2005:

Principal Not Principal Total

Years Ending December 31, Subject to Subject to Principal
(in millions) Compromise Compromise Amount
2006 $1,18: $ 36t $ 1,54¢
2007 624 32€ 95C
2008 2,08( 757 2,837
2009 361 90¢ 1,26¢
2010 1,271 207 1,47¢
After 2010 2,20¢ 3,20¢ 5,411

$7,72i $5,76¢€ $13,49:

Debtol-in-Possession Financin

On September 16, 2005, we entered into ar8eé@uper-Priority Debtor-in-Possession Credit &grent which, as amended (“DIP Credit
Facility”), permits us to borrow up to $1.9 billidrom a syndicate of lenders arranged by Generadtit Capital Corporation (“GECC”) and
Morgan Stanley
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Senior Funding, Inc. (“Morgan Stanley”), for whi@ECC acts as administrative agent. The BankruptayriGapproved our entering into the
DIP Credit Facility.

The DIP Credit Facility consists of a $600lim Term Loan A arranged by GECC (the “TLA"), @@ million Term Loan B arranged by
GECC (the “TLB”) and a $600 million Term Loan Camged jointly by GECC and Morgan Stanley (the “TL®©gether with the TLA and
TLB, collectively, the “DIP Loans”). We applied antion of these proceeds to (1) repay in full tA8& million principal amount outstanding
under our pre-petition credit facility for which GE was agent (“GE Pre-Petition Facility”); (2) rgpa full the $500 million principal
amount outstanding under our Amex Pre-Petitionla¢defined below); and (3) prepay $50 milliontbie $350 million principal amount
outstanding under our Amex Post-Petition Facilitgf{ned below). The remainder of the proceeds @i Loans is available for our
general corporate purposes.

Availability of funds under the TLA is subjgio a borrowing base calculation. If the outstagdamount of the TLA at any time exceeds
the borrowing base, we must immediately repay th& dr post cash collateral in an amount equal todRcess.

The TLA, TLB and TLC each mature on March 2808. Prior to the Amended and Restated DIP CFeitlity (as defined below), the
TLA bore interest, at our option, at LIBOR plus@ or an index rate plus 3.75%; the TLB bore irgerat our option, at LIBOR plus 6.50%
or an index rate plus 5.75%; and the TLC bore @gerat our option, at LIBOR plus 9.00% or an indse plus 8.25%.

We may also request the issuance of up t0 $80ion in letters of credit under the DIP CreBgcility, which amount must be fully cash
collateralized at all times such letters of credé outstanding.

Our obligations under the DIP Credit Facibty guaranteed by substantially all of our doroestbsidiaries (the “Guarantors”). We will
be required to make certain mandatory repaymerttseoDIP Loans in the event we sell certain assetsject to certain exceptions. Any
portion of the DIP Loans that are repaid throudhegivoluntary or mandatory prepayment may notabermrowed.

The DIP Loans and the related guaranteesemmared by first priority liens on substantiallyaflour and the Guarantors’ present and
future assets (including assets that previouslyregetthe GE Pre-Petition Facility) and by juni@nis on certain of our and our Guarantors’
other assets (including certain accounts receivateother assets subject to a first priority Benuring the Amex Post-Petition Facility
described below), in each case subject to certa@amions, including an exception for assets whighsubject to financing agreements that
are entitled to the benefits of Section 1110 ofBhekruptcy Code, to the extent such financing exgents prohibit such liens.

The DIP Credit Facility includes affirmativeegative and financial covenants that impose aualiat restrictions on our financial and
business operations, including our ability to, agother things, incur or secure other debt, makestments, sell assets and pay dividends or
repurchase stock.

The financial covenants require us to:

. maintain unrestricted funds in an amount not lbas $750 million through May 31, 2006; $1 billionadl times from June 1,
2006, through November 30, 2006; $750 million &tiades from December 1, 2006, through February?®®,7; and $1 billio
at all times thereafte“Liquidity Covenar”);

. not exceed specified levels of capital expenditdging any fiscal quarter; ar

. achieve specified levels of EBITDAR (earnings befoterest, taxes, depreciation, amortization arwledt rent, as defined)
for successive trailing 12-month periods throughda2008. During 2005, we were required to achiagesasing levels of
EBITDAR, including EBITDAR of $644 million for th&2-month period ending December 31, 2005. Theredfterminimurr
EBITDAR level for each successive trailing 12-mop#riod continues to increase, including $1.37Rdbilfor the 12-month
period ended December 31, 2006; $1.988 billiortHer1:-month period ending December 31, 2007; and $hiflor eact
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12-month period ending thereafter. If our castihand exceeds the minimum cash on hand that weequéred to maintain
pursuant to the Liquidity Covenant, then the EBIT®kevel that we are required to achieve is effetfiveduced by the amount
of such excess cash, up to a maximum reductio2s® $illion from the required EBITDAR leve

The DIP Credit Facility contains events ofaddt customary for debtor-in-possession financirigeluding cross-defaults to the Amex
Post-Petition Facility and certain change of cdregk@nts. The DIP Credit Facility also includesmgeof default specific to our business,
including if all or substantially all of our flighand other operations are suspended for longerttiaays, other than in connection with a
general suspension of all U.S. flights, or if certeutes and, subject to certain materiality thodds, other routes, and slots and gates are
revoked, terminated or cancelled. Upon the occasgeari an event of default, the outstanding oblayaiunder the DIP Credit Facility may be
accelerated and become due and payable immediately.

On March 27, 2006, we executed an amendedemtated credit agreement (the “Amended and ResRIP Credit Facility”) with a
syndicate of lenders arranged by GECC and Morganl&t that replaced the DIP Credit Facility inétgtirety. The aggregate amounts
available to be borrowed are not changed from the@redit Facility by the Amended and Restated OtEdit Facility. However, under the
Amended and Restated DIP Credit Facility, the ggerates on borrowings have been reduced: thebidaks interest, at our option, at LIB:
plus 2.75% or an index rate plus 2.00%; the TLBr&&aterest, at our option, at LIBOR plus 4.75%nrindex rate plus 4.00%; and the TLC
bears interest, at our option, at LIBOR plus 7.589an index rate plus 6.75%. The Amended and RebfalP Credit Facility is otherwise
substantially the same as the DIP Credit Facilitgluding financial covenants, collateral, guarasteand events of default, and it allows the
execution of amendments to certain other credilifies and the Reimbursement Agreement descritetovi

Financing Agreement with Ame:

On September 16, 2005, we entered into ageagent (the “Modification Agreement”) with Amex aAcherican Express Bank, F.S.B.
pursuant to which we modified certain existing agnents with Amex, including two agreements (“theednre-Petition Facility”) under
which we had borrowed $500 million from Amex. Thenéx Pre-Petition Facility consisted of substantialbntical supplements to the two
existing agreements under which Amex purchases 8&gNtom us, the Membership Rewards AgreementthedCo-Branded Credit Card
Program Agreement (collectively, the “SkyMiles Agmeents”).The Bankruptcy Court approved our entering intoNtualification Agreemer
and our assuming the SkyMiles Agreements. Amexhmasight, in certain circumstances, to imposegaificant holdback on our receivables,
including for tickets purchased using an Americapress credit card but not yet used for travel.

As required by the Modification Agreement,®&ptember 16, 2005, we used a portion of the potscef our initial borrowing under the
DIP Credit Facility to repay the outstanding prpadiamount of $500 million, together with interdstreon, that we had previously borrowed
from Amex under the Amex Pre-Petition Facility. Sitaneously, we borrowed $350 million from Amex guent to the terms of the Amex
Pre-Petition Facility as modified by the Modifiaati Agreement (the “Amex Post-Petition Facility"h&amount borrowed under the Amex
Post-Petition Facility will be credited, in equabnthly installments, towards Amex’s actual purclsaseSkyMiles during the 17-month
period commencing in July 2006. Any unused prepayraredit will carryover to the next succeeding thowith a final repayment date for
any then outstanding advances no later than Nove8the€007. Prior to March 27, 2006, the outstagdidvances bore a fee, equivalent to
interest, at a rate of LIBOR plus a margin of 18@2%s of the date of effectiveness of the Amendsdi Restated DIP Credit Facility, to
which Amex consented, the fee on outstanding adsdecreased to a rate of LIBOR plus a margin€5%.

On October 7, 2005, Amex consented to an dment to the DIP Credit Facility in return for apayment of $50 million under the
Amex Post-Petition Facility. The prepayment willdredited in inverse order of monthly installmeditsing the 17-month period
commencing in July 2006.
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Our obligations under the Amex Post-Petitt@tility are guaranteed by the Guarantors of thHe Otedit Facility. Our obligations under
certain of our agreements with Amex, including ohligations under the Amex Post-Petition Facilihe SkyMiles Agreements and the
agreement pursuant to which Amex processes trankbther purchases made from us using Amex cradiis(“Card Services Agreement”),
and the corresponding obligations of the Guarantessecured by (1) a first priority lien on oight to payment from Amex for purchased
SkyMiles, our interest in the SkyMiles Agreements aelated assets and our right to payment from>Aumeler, and our interest in, the Card
Services Agreement and (2) a junior lien on théatedal securing the DIP Credit Facility.

With certain exceptions, the Amex Post-Ratitracility contains affirmative, negative and fioal covenants substantially the same as in
the DIP Credit Facility. The Amex Post-Petition Hiccontains customary events of default, inchglicrossdefaults to our obligations unc
the DIP Credit Facility and to defaults under certather of our agreements with Amex. The Amex Hresition Facility also includes events
of default specific to our business, including upessation of 50% or more of our business operafioreasured by net revenue) and other
events of default comparable to those in the DIBIEFacility. Upon the occurrence of an eventefadlt under the Amex Post-Petition
Facility, the loan under the Amex Post-Petitioniitganay be accelerated and become due and payabhediately. An event of default
under the Amex Post-Petition Facility results inmmediate cross-default under the Amended andaResDIP Credit Facility.

The Amended and Restated DIP Credit Fadalityf the Amex Post-Petition Facility are subjecrndntercreditor agreement that generally
regulates the respective rights and prioritieheflenders under each Facility with respect toatethl and certain other matters.

Boston Airport Terminal Projec

During 2001, we entered into lease and fimapagreements with the Massachusetts Port Auth@iMassport”) for the redevelopment
and expansion of Terminal A at Boston’s Logan Im&tional Airport. The new terminal opened in Mag€l05 and has enabled us to
consolidate all of our domestic operations at #igtort into one location. Project costs were fuhdéth $498 million in proceeds from
Special Facilities Revenue Bonds issued by MasspoAugust 16, 2001. We agreed to pay the debtcgeon the bonds under an agreement
with Massport and issued a guarantee to the baiste covering the payment of the debt serviceaHditional information about these
bonds, see the debt table above. Because we Isezlia guarantee of the debt service on the bamdsave included the bonds, as well as
the related bond proceeds, on our ConsolidatednBal&heets. The bonds are reflected as liabitibgect to compromise and the related
remaining proceeds, which are held in a trustreftected as restricted investments in other assetsur Consolidated Balance Sheets.

Letter of Credit Enhanced Special Facility Bonc

At December 31, 2005, there were outstan@iB8¥ million aggregate principal amount of spefaallity bonds (“Bonds”) enhanced by
letters of credit, including:

. $295 million principal amount of bonds issued by BDevelopment Authority of Clayton County (“Claytéathority”) to
refinance the construction cost of certain faeitieased to us at Hartsfield-Jackson Atlantamatesnal Airport. We pay debt
service on these bonds pursuant to loan agreerentgen us and the Clayton Author

. $102 million principal amount of bonds issued blyestmunicipalities to refinance the constructiostarf certain facilities
leased to us at Cincinnati/ Northern Kentucky In&tional Airport, Salt Lake City International Aoy and Tampa
International Airport. We pay debt service on thkeads pursuant to lo-term lease agreemen

The Bonds (1) have scheduled maturities betw&929 and 2035; (2) currently bear interestwarable rate that is determined weekly;
and (3) may be tendered for purchase by their helde seven days notice. Tendered Bonds are retadrieprevailing interest rates.
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Principal and interest on the Bonds are atlygpaid through drawings on irrevocable, direatrpetters of credit totaling $403 million
issued by GECC pursuant to the Reimbursement Agree(defined below). In addition, the purchasego€tendered Bonds that cannot be
remarketed are paid by drawings on these lettecseafit. The GECC letters of credit expire on M&y 2008.

Pursuant to our reimbursement obligationseutige agreement between us and GECC (“Reimbursehgeeement”), we are required to
reimburse GECC for drawings on the letters of are&diir reimbursement obligation to GECC is secimgdl) nine B767-400 and three
B777-200 aircraft (“LOC Aircraft Collateral”); (D3 spare Mainline aircraft engines; and (3) certdirer assets (see footnote 8 to the table
above in this Note). This collateral also secutégoobligations we have to GECC, as discusselddridotnotes to the table above in this
Note.

If a drawing under a letter of credit is madgay the purchase price of Bonds tendered forthase and not remarketed, our resulting
reimbursement obligation to GECC will bear interasa base rate or three-month LIBOR plus a maifidie. principal amount of any
outstanding reimbursement obligation will be repgudrterly through May 20, 2008.

GECC has the right to cause a mandatory tefod@urchase of all Bonds and terminate the isttd credit if an event of default occurs or
if a minimum collateral value test (“Collateral \dal Test”) is not satisfied on May 19, 2006, in whéaise the principal amount of all
reimbursement obligations (including for any Botelsdered and not remarketed) would be due and fmiramediately. We will not satisfy
the Collateral Value Test if (1) the aggregate amiadi the outstanding letters of credit plus anlyeotamounts payable by us under the
Reimbursement Agreement (“Aggregate Obligationsi’March 20, 2006 is more than 60% of the appraisdue of the LOC Aircraft
Collateral plus the fair market value of permittedestments held as part of the collateral andvifh)in 60 days thereafter, we have not either
provided additional collateral to GECC in the foofncash or aircraft or caused a reduction in thgragate Obligations such that the
Collateral Value Test is satisfied. If we fail tatisfy the Collateral Value Test on May 19, 2006 eaent of default will occur. We currently
estimate that, in order to satisfy the Collateralué Test on May 19, 2006, we will need to prov&EeCC with additional collateral in the
form of cash in the amount of approximately $50liomil.

Unless the GECC letters of credit are extdridea timely manner, we will be required to purséghe Bonds on May 15, 2008, five days
prior to the expiration of the letters of credit.this circumstance, we could seek, but there iassoirance that we would be able (1) to sell the
Bonds without credit enhancement at then-prevafixeg interest rates or (2) to replace the expiletters of credit with new letters of credit
from an alternate credit provider and remarketBbads.

We entered into a letter of intent with GE@Mecember 2005 to amend the Reimbursement Agnestmeliminate the Collateral Value
Test, among other things. In February 2006, thekBgoticy court approved the letter of intent, butdugse the completion of the transactions
contemplated in the letter of intent is subjeadédinitive documentation and certain other condgiahere can be no assurance that the
Collateral Value Test will be amended or eliminatédhe Collateral Value Test is not amended anwlated, we intend to satisfy it.

Letter of Credit Facility Related to Visa/ Master@hCredit Card Processing Agreeme

On January 26, 2006, with the authorizatromfthe Bankruptcy Court, we entered into a ledfesredit facility with Merrill Lynch. Unde
the Letter of Credit Reimbursement Agreement, Médryinch issued a $300 million irrevocable standéter of credit (“Merrill Lynch Letter
of Credit”) for the benefit of our Visa/ MasterCarckdit card processor (“Processor”). As contenepldh our Visa/ MasterCard credit card
processing agreement (“Processing Agreement”),re@viding the Merrill Lynch Letter of Credit assubstitution for a portion of the cash
reserve that the Processor maintains. Under theeBsing Agreement, the Processor is permitted totaia a reserve from our receivables
that is equal to the Processor’s potential liapfidr tickets purchased with Visa or MasterCardahhhave not yet been used for travel (the
“unflown ticket liability”). We estimate that theserve, which adjusts daily, will range between
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$450 million and $850 million during the term otRrocessing Agreement. The Processing Agreementsalis to substitute the Merrill
Lynch Letter of Credit for a portion of the caskeaeve equal to the lesser of $300 million and 4%5% @ unflown ticket liability.

The Merrill Lynch Letter of Credit may onlgldrawn upon following certain events as describgtle Processing Agreement. In addit
the Processor must first apply both the portiothefcash reserve that the Processor will contiod®ld and any offsets from collections by
the Processor before drawing on the Merrill Lyn@ttér of Credit to cover fare refunds paid to pagses by the Processor.

Our obligation to reimburse Merrill Lynch uerdhe Merrill Lynch Letter of Credit for any drawsade by the Processor is not secured anc
will constitute a super-priority administrative exse claim that is subject to certain other claimduding our post-petition financing. The
Merrill Lynch Letter of Credit will expire on Jannea21, 2008, but will renew automatically for oneay periods thereafter unless Merrill
Lynch notifies the Processor 420 days prior toapplicable expiration date that it will not renegwve tMerrill Lynch Letter of Credit.

Covenants

As discussed above, the DIP Credit Facility the Amex Post-Petition Facility (collectivelpget“Post-Petition Financing Agreements”)
include certain affirmative, negative and finan@aVvenants. In addition, as is customary in thinaiindustry, our aircraft lease and financ
agreements require that we maintain certain leseissurance coverage, including war-risk insuram@glure to maintain these coverages
may result in an interruption to our operationse Siete 10 for additional information about our wisik insurance currently provided by the
U.S. government.

We were in compliance with these covenantireqnents at December 31, 2005 and 2004.

Note 9. Lease Obligations

We lease aircraft, airport terminal and meaince facilities, ticket offices and other propamd equipment from third parties. As allov
under Section 365 and other relevant sectionseoBinkruptcy Code, the Debtors may assume, assudn@saign, or reject certain executory
contracts and unexpired leases, including, witlimitation, leases of real property, aircraft ameti@ft engines, subject to the approval of the
Bankruptcy Court and certain other conditions,udahg compliance with Section 1110. Consequently anticipate that our liabilities
pertaining to leases will change significantly lve future.

Rental expense for operating leases, whickdsrded on a straight-line basis over the lif¢heflease, totaled $1.1 billion for the year
ended December 31, 2005 and $1.3 billion for ed¢heoyears ended December 31, 2004 and 2003. Ammaoure under capital leases are
recorded as liabilities on our Consolidated BalaBheets. Our interest in assets acquired undetatégases is recorded as property and
equipment on our Consolidated Balance Sheets. Aratidn of assets recorded under capital leaseslisded in depreciation and
amortization expense on our Consolidated Statenuéi@@perations. Our leases do not include residakle guarantees.
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The following tables summarize, as of Decen®dg 2005, our minimum rental commitments undgitahleases and noncancelable
operating leases (including certain aircraft unmertract carrier agreements) with initial termgktess of one year:

Capital Leases

Years Ending December 31 Not Subject to Subject to
(in millions) Compromise Compromise Total
2006 $ 5 $17¢ $18¢
2007 4 13: 137
2008 4 10¢ 113
2009 4 14¢€ 15C
2010 3 141 144
After 2010 — 26¢ 26¢
Total minimum lease paymer 20 97¢€ 99¢
Less: amount of lease payments representing irt 4 59¢ 602
Present value of future minimum capital lease pays 16 37¢ 394
Less: current obligations under capital lee 3 48 52
Long-term capital lease obligatiol $ 13 $33C $343
Operating Leases

Delta Contract Carrier
Years Ending December 31 Lease Agreements
(in millions) Payments Lease Payment$t) Total
2006 $ 98¢ $ 33¢€ $ 1,324
2007 80z 40C 1,202
2008 874 407 1,281
2009 74% 407 1,15(
2010 681 40¢ 1,08¢
After 2010 3,50¢ 3,48¢ 6,994
Total minimum lease paymer $7,59i $5,44: $13,04(

1) Payments related to Chautauqua aircraft are nhtded as we entered into this agreement prior ne B0, 2003

At December 31, 2005, we operated 224 aircnadier operating leases and 47 aircraft underaldpases. These leases have remaining
terms ranging from one month to 11 years. DurirggDecember 2004 quarter, we renegotiated 99 dilecde agreements (95 operating
leases and four capital leases) as part of ousfvamation plan announced in 2004. As a resulheinges in certain lease terms, 33 of the
operating leases were reclassified as capital $eaben their new terms were evaluated in accordaitbeSFAS No. 13 “Accounting for
Leases” (“SFAS 13").

In 2003, the EITF reached a consensus on EIT8“Determining Whether an Arrangement Contains a lefaswhich provides
guidance whether an arrangement contains a lease tithin the scope of SFAS 13. The guidanapiglicable to agreements entered ini
modified after June 30, 2003. Since that date, ax& lentered into or modified contract carrier agreets with ASA, SkyWest, Freedom
Airlines, Inc. (“Freedom”) and Shuttle America. Beeagreements provided us with the right to usea®2@aft in the Delta Connection
program at December 31, 2005. Our rights to usseth@craft are considered leases and qualifiedgerating lease treatment under
SFAS 13. Payments related to these aircraft ateded in the table above. For additional informatim these contract carriers agreements,
see Note 10.

Subsequent to December 31, 2005, we reaaredraent with a group of creditors on a term stesdstructure the financing for
88 Mainline aircraft. On February 15, 2006, the Baptcy Court approved
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these transactions. We estimate that the closirtigeske transactions, which is subject to the cotigplef definitive documentation and cert
other conditions, would result in approximately @2illion in annual savings for us over the nextesal years compared to our existing rent
and debt service obligations for these aircraft.
Note 10. Purchase Commitments and Contingencie

Aircraft Order Commitments

Future commitments for aircraft on firm or@derof December 31, 2005 are estimated to be B3hilhe following table shows the timi
of these commitments:

Year Ending December 31,

(in millions) Amount
2006 $ 781
2007 48¢
2008 88¢
2009 52t
2010 1,04(
Total $3,017

() Represents advance deposits on certain aircrdftrororder for delivery after December 31, 20

Our aircraft order commitments as of Decen#igr2005 consist of firm orders to purchase fiv& B200 aircraft and 50 B737-800
aircraft. This includes 10 B737-800 aircraft whigh have entered into a definitive agreement toteed!third party immediately following
delivery of these aircraft to us by the manufaatgtarting in 2007. These sales will reduce ounreicommitments by approximately
$395 million during the period 2006 - 2008.

Contract Carrier Agreement
Delta Connection Carrier

We have contract carrier agreements withrseggional air carriers. Under most of these ageres) the regional air carriers operate s
or all of their aircraft using our flight code, an@ schedule those aircraft, sell the seats oretfiights and retain the related revenues. We
those airlines an amount, as defined in the appkcagreement, which is based on a determinatidhedf cost of operating those flights and
other factors intended to approximate market rfmtiethose services.

During the twelve months ended December B052the following carriers operated as contranti@e (in addition to Comair) pursuant
agreements under which we pay amounts based aemileation of the costs of operating these fliginid other factors:

Maximum Number

of Aircraft to be Expiration

Operated Under Date of
Carrier @) Agreement Agreement
ASA @) 17¢ 202(
SkyWest Airlines@ 56 202(
Chautauqui 39 201¢
Freedon®) 30 2017
ShuttleAmerice®) 16 201¢

(@) The table does not include information with retpge American Eagle Airlines, Inc. (‘Eagle”) besauwour agreement with Eagle is structured as a
revenue proration arrangement, which establistiz®a dollar or percentage division of revenuestitkets sold to passengers traveling on
connecting flight itineraries
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@ In our Chapter 11 proceedings, we assumed oigatlins under the contract carrier agreements A8A and SkyWest Airlines. Accordingly,
these agreements are not subject to rejection gorsa Section 365 of the Bankruptcy Co

(® ASA became an unaffiliated contract carrier opt€mber 8, 2005, after we sold ASA to SkyWest. ittmnber of aircraft included in the chart
reflects 167 regional jet aircraft and 12 turbogpaircraft. The turbo-prop aircraft are schedutetleé removed from Delta Connection service by the
end of 2007

@ In May 2005, we entered into a contract carrggeament with Mesa Air Group, Inc. (“Mesa”) andvitkolly owned subsidiary, Freedom. We began
placing these aircraft in service under the Delbar@ction program in October 2005. In March 2006 entered into a separate agreement with
Mesa and Freedom under which Freedom will operateitbc-prop aircraft that will be placed into service begng in July 2006

®) In January 2005, we entered into a contracteaagreement with Republic Holdings and its whollyned subsidiary Republic Airline, Inc.
(“Republic Airline”). In August 2005, we consented to the assignmeriteo€ontract carrier agreement by Republic Airlm&huttle America

The following table shows the Available Sealed (“ASMs”) and Revenue Passenger Miles (“RPMxgdgrated for us under contract
carrier agreements with:

. Chautauqua and SkyWest Airlines for all periodsprged

. Flyi, Inc. (formerly Atlantic Coast Airlines) fohe year ended December 31, 2C

. Shuttle America from September 1, 2005 to Decer3lie2005;

. ASA from September 8, 2005 to December 31, 2005S€ptember 7, 2005, we sold ASA to SkyWest;
. Freedom from October 1, 2005 to December 31, 2

Twelve Months

Ended
December 31
(in millions), unaudite 2005 2004
ASMs 8,27¢ 5,53t
RPMs 5,961 3,991
Number of aircraft operated, end of per 26E 12¢

Contingencies Related to Termination of Contractriea Agreement:

We may terminate the Chautauqua and Shuttleriea agreements without cause at any time afser 2010 and January 2013,
respectively, by providing certain advance noti€ae terminate either the Chautauqua or ShuttleeAoa agreements without cause,
Chautauqua or Shuttle America, respectively, hasitiht to (1) assign to us leased aircraft thatainline operates for us, provided we are
able to continue the leases on the same termsrtime &ad prior to the assignment and (2) requseo purchase or lease any of the aircraft
that the airline owns and operates for us at the tf the termination. If we are required to pusghaircraft owned by Chautauqua or Shuttle
America, the purchase price would be equal to theumt necessary to (1) reimburse Chautauqua otl&iuherica for the equity it provided
to purchase the aircraft and (2) repay in full dept outstanding at such time that is not beingrassl in connection with such purchase. If
we are required to lease aircraft owned by Chautawg Shuttle America, the lease would have (Bta equal to the debt payments of
Chautauqua or Shuttle America for the debt finagpahthe aircraft calculated as if 90% of the aftwas debt financed by Chautauqua or
Shuttle America and (2) other specified terms amtigions.

We estimate that the total fair values, dateed as of December 31, 2005, of the aircraft @Gta@utauqua or Shuttle America could assign
to us or require that we purchase if we terminathout cause our contract carrier agreements \itke airlines are $549 million and
$386 million, respectively. The actual
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amount that we may be required to pay in theseigistances may be materially different from thesienases.

Legal Contingencie:

We are involved in various legal proceedirgjating to antitrust matters, employment practieevironmental issues and other matters
concerning our business. We cannot reasonably &stithe potential loss for certain legal proceeslingcause, for example, the litigation i
its early stages or the plaintiff does not spetlity damages being sought.

As a result of our Chapter 11 proceedingsually all pre-petition pending litigation agains is stayed and related amounts accrued hav
been classified in liabilities subject to comproenim the Consolidated Balance Sheet at Decemb&085,

Other Contingencie:
Regional Airports Improvement Corporatid’ RAIC")

We have obligations under a facilities agreptiwith the RAIC to pay the bond trustee amouaticsent to pay the debt service on
$47 million in Facilities Sublease Refunding ReveBonds. These bonds were issued in 1996 to refindre construction of certain airport
and terminal facilities we use at Los Angeles Im&tional Airport. We also provide a guarantee slibnd trustee covering payment of the
debt service.

General Indemnification

We are the lessee under many real estateslefiss common in these commercial lease traimector us, as the lessee, to agree to
indemnify the lessor and other related third partge tort, environmental and other liabilities ttla@ise out of or relate to our use or occupancy
of the leased premises. This type of indemnity wdypically make us responsible to indemnified iearfor liabilities arising out of the
conduct of, among others, contractors, licensedsravitees at or in connection with the use or emcy of the leased premises. This
indemnity often extends to related liabilities amisfrom the negligence of the indemnified partiast, usually excludes any liabilities caused
by either their sole or gross negligence and thiiful misconduct.

Our aircraft and other equipment lease amaniting agreements typically contain provisionsiigag us, as the lessee or obligor, to
indemnify the other parties to those agreementdydiing certain related parties, against virtualhy liabilities that might arise from the
condition, use or operation of the aircraft or satfer equipment.

We believe that our insurance would covertobsur exposure to such liabilities and relatedeimnities associated with the types of |
and financing agreements described above, includialgestate leases.

Certain of our aircraft and other financingnisactions include provisions which require usieke payments to preserve an expected
economic return to the lenders if that economiarrets diminished due to certain changes in lawegulations. In certain of these financing
transactions, we also bear the risk of certain gharn tax laws that would subject payments to dd®- lenders to withholding taxes.

We cannot reasonably estimate our potenttaré payments under the indemnities and relatedgions described above because we
cannot predict (1) when and under what circumsttioese provisions may be triggered and (2) theuatrtbat would be payable if the
provisions were triggered because the amounts wmeilthsed on facts and circumstances existingchttsue. We also cannot predict the
impact, if any, that our Chapter 11 proceedingshiniitave on these obligations.
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Employees Under Collective Bargaining Agreem

At December 31, 2005, we had a total of axipmately 55,700 full-time equivalent employees. Appmately 17% of these employees,
including all of our pilots, are represented bydabnions.

We have been and continue to be in negotiaticith ALPA, the collective bargaining represen&abf Delta’s pilots, to reduce our pilot
labor costs as required under our business placalBe we were not able to reach a consensual agmeerith ALPA, on November 1, 2005,
we filed a motion with the Bankruptcy Court undexc8on 1113 of the Bankruptcy Code to reject Dsltallective bargaining agreement v
ALPA. In December 2005, we reached an interim agere with ALPA, which was approved by the BankrypBourt and ratified by Delta’s
pilots. For additional information about Delta’sérim agreement with its pilots, see Note 1.

If we are ultimately authorized to reject @a& collective bargaining agreement with ALPA, AARas threatened to initiate a strike,
which we believe should not be permitted undeRh#way Labor Act. However, we cannot predict thicome of any effort we might
undertake to obtain court relief to prevent or sacgirike or other forms of work disruption. A k&ior other form of significant work
disruption by ALPA would likely have a material radiye impact on our ability to continue operating business and would trigger an event
of default under our Post-Petition Financing Agreets if all or substantially all of our flight adher operations are suspended for longer
than two days. As a result, we could be requirecttise operations permanently.

Comair has reached agreements with ALPA, iwhépresents Comair’s pilots, and with the Intaomet! Association of Machinists and
Aerospace Workers (“IAM”), which represents Comaimaintenance employees, to reduce the labor €bsttlo of these employee groups.
These agreements are, however, conditioned on Csmbiaining a specified level of labor cost reiilues under its collective bargaining
agreement with the IBT, representing Comair’s fligtiendants. Because Comair was not able to r@aonsensual agreement with the IBT,
on February 22, 2006, Comair filed a motion with Bankruptcy Court to reject Comair’s collectivedaining agreement with the IBT. This
motion is scheduled for hearing in the Bankruptoyu@ on March 27, 2006. We cannot predict the auteof this matter.

War-Risk Insurance Contingen

As a result of the terrorist attacks on Segytter 11, 2001, aviation insurers significantly reetlithe maximum amount of insurance
coverage available to commercial air carriers iility to persons (other than employees or pagses) for claims resulting from acts of
terrorism, war or similar events. At the same timéation insurers significantly increased the prens for such coverage and for aviation
insurance in general. Since September 24, 2001) fBegovernment has been providing U.S. airlingl war-risk insurance to cover losses,
including those resulting from terrorism, to paggas, third parties (ground damage) and the aitrbrdf. The coverage currently extends
through August 31, 2006 (with a possible extensioBecember 31, 2006 at the discretion of the $Sagref Transportation). The withdraw
of government support of airline war-risk insuramaauld require us to obtain war-risk insurance cage commercially, if available. Such
commercial insurance could have substantially desérable coverage than currently provided by tt& |Jovernment, may not be adequat
protect our risk of loss from future acts of teisar, may result in a material increase to our apega&xpenses or may not be obtainable at all,
resulting in an interruption to our operations.

Other

We have certain contracts for goods and sesvihat require us to pay a penalty, acquire imvgrspecific to us or purchase contract
specific equipment, as defined by each respectiméract, if we terminate the contract without capser to its expiration date. Because these
obligations are contingent upon whether we terngitla¢ contract without cause prior to its expimatiate, no obligation would exist unless
such a termination was to occur. We also canndtigiréhe impact, if any, that our Chapter 11 praliegs might have on these obligations.
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Note 11. Income Taxes

Deferred income taxes reflect the net tagafbf temporary differences between the carrymgunts of assets and liabilities for financial
reporting purposes and income tax purposes (see Nfatr information about our accounting policy fiacome taxes). The following table
shows significant components of our deferred taetssand liabilities at December 31, 2005 and 2004:

(in millions) 2005 2004
Deferred tax assets:

Net operating loss carryforwar $ 3,24¢ $ 2,84¢
Additional minimum pension liability (see Note 1 1,56t 1,427
Postretirement benefi 71€ 734
Other employee benefi 992 56¢
AMT credit carryforwarc 34¢€ 34¢€
Rent expens 39¢ 25¢
Other 757 70z
Valuation allowanct (3,959 (2,400
Total deferred tax asse $ 4,06¢ $ 4,481
Deferred tax liabilities:

Depreciation and amortizatic $ 3,76: $ 3,89(
Other 33€ 672
Total deferred tax liabilitie $ 4,09¢ $ 4,562

The following table shows the current andawrent deferred tax (liability) asset, recordedoan Consolidated Balance Sheets at
December 31, 2005 and 2004:

(in millions) 2005 2004
Current deferred tax assets, $ 99 $ 35
Noncurrent deferred tax liabilities, r (132) (11€)
Total deferred tax liabilities, ni $ (33) $ (81)

In accordance with SFAS No. 109, “Accountiogincome Taxes” (“SFAS 109"), the current and awment components of our deferred
tax balances are generally based on the balane¢ dhassification of the asset or liability creatithe temporary difference. If the deferred tax
asset or liability is not related to a componentaf balance sheet, such as our net operatind“N€X_") carryforwards, the classification is
presented based on the expected reversal date tdrtiporary difference. Our valuation allowance thesn classified as current or noncurrent
based on the percentages of current and nonculeéstred tax assets to total deferred tax assets.

At December 31, 2005, we had $346 milliofiedferal alternative minimum tax (“AMT") credit cgforwards, which do not expire. We
also had federal and state pretax NOL carryforwafdgpproximately $8.5 billion at December 31, 208%stantially all of which will not
begin to expire until 2022. Our ability to utilioeir AMT and NOL carryforwards will be subject tgsificant limitation if, as a result of our
Chapter 11 filing, we undergo an ownership chawog@firposes of Section 382 of the Internal Revebode of 1986, as amended. This could
result in the need for an additional valuation\emce, which may be material. For additional infation about the Bankruptcy Court’s order
designed to assist us in preserving our NOLs, sg#e N
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Valuation Allowance

SFAS 109 requires us to periodically assdssther it is more likely than not that we will geae sufficient taxable income to realize our
deferred income tax assets. In making this deteatiain, we consider all available positive and negatvidence and make certain
assumptions. We consider, among other things, elarcd tax liabilities; the overall business eamment; our historical earnings and losses;
our industry’s historically cyclical periods of eémgs and losses; and our outlook for future years.

In the June 2004 quarter, we determineditiveds unclear as to the timing of when we will geate sufficient taxable income to realize
our deferred tax assets. Accordingly, during therysded December 31, 2004, we recorded an adalitiatuation allowance against our
deferred income tax assets, which resulted in 2 Billion income tax provision on our 2004 Consatield Statements of Operations. Until we
determine it is more likely than not that we wilrgerate sufficient taxable income to realize odieled income tax assets, income tax
benefits associated with current period losseshilfully reserved.

Our income tax benefit (provision) for theaygended December 31, 2005, 2004, and 2003 cedsikt

(in millions) 2005 2004 2003
Current tax (provision $ 9 $ — $ —
Deferred tax benefit (exclusive of the other cormgrua listed below 1,46/ 1,13¢ 42(
Increase in valuation allowan (1,419 (2,345 9
Tax benefit of dividends on allocated Series B ESIoRvertible Preferred Stou — — 5
Income tax benefit (provisior $ 4 $(1,206) $41€

The following table presents the principagsens for the difference between the effectivarddex and the United States federal statutory
income tax rate for 2005, 2004, and 2003:

2005 2004 2003
U.S. federal statutory income tax ri (35.0% (35.0% (35.0%
State taxes, net of federal income tax ef 3.3 (1.5 (2.7
Meals and entertainme 0.3 0.2 1.1
Goodwill impairment — 7.5 —
Increase in valuation allowan 36.€ 58.¢ 0.8
Other, ne 0.3 0.1 0.2
Effective income tax rat (1.)% 30.2% (35.0%

Note 12. Employee Benefit Plans

We sponsor qualified and non-qualified dedibenefit pension plans, defined contribution pemgilans, healthcare plans, and disability
and survivorship plans for eligible employees agtitees, and their eligible family members. We res¢he right to modify or terminate the
plans as to all participants and beneficiarieqgittane, except as restricted by the Internal ReeeBode, the Employee Retirement Income
Security Act (“ERISA”) and our collective bargaigimgreements.

We regularly evaluate ways to better managpl@yee benefits and control costs. Any changelkdglans or assumptions used to
estimate future benefits could have a significdfgot on the amount of the reported obligation &rdre annual expense.

Obligations related to our defined beneféryd, other postretirement benefit plans, and cepastemployment benefits have been
classified as liabilities subject to compromisettase obligations may be impacted by the Chagteedrganization process. We currently
cannot predict how these obligations will be
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impacted. For additional information, see “Paymarinsurance Benefits to Retired Employees” anatilities Subject to Compromise,” in
Note 1.

Defined Benefit Pension and Other Postretirementrigdit Plans

We sponsor both funded and nonfunded nonitondry defined benefit pension plans that covdrssantially all of our employees. We
use a September 30 measurement date for all oefibplans.

Effective December 31, 2005, future pay amdise accruals under our qualified and non-quedifilefined benefit pension plans
(collectively, the “Nonpilot Plan”) for nonpilot eployees (“nonpilot employees”) were frozen. The pitit Plan provides a retirement
benefit based on a combination of a final averagaiegs formula and a cash balance formula, subgeitte terms of that plan.

Our defined benefit pension plans for pil@sllectively, the “Pilot Plan”) generally providenefits based on years of service and final
average salary. Effective December 31, 2004, thd Pian was amended to freeze service accruataré&-amployee earnings continue to be
used in the calculation of pilots’ pension benaiitsler the Pilot Plan. Under the Pilot Plan, Dpltats who retire can elect to receive 50% of
the present value of their accrued pension beimefitump sum in connection with their retiremend ahe remaining 50% of their accrued
pension benefit as an annuity after retirement.l&uhie Pilot Plan is currently prohibited from madgithe lump sum payments, it is currently
projected that the lump sum feature would agaimbecavailable to pilots in October 2006 if the PRtan is not subject to termination
proceedings prior to that date.

We also sponsor healthcare plans that pradwéshefits to substantially all Delta retirees amgirteligible dependents. Benefits under these
plans are funded from our current assets and &jecuo co-payments, deductibles and other liatslescribed in the plans. Nonpilot
employees who are hired on or after January 1, 200&ho retire after January 1, 2006 regardlegheif date of hire, are not eligible for
company provided post retirement healthcare coegralghough they may purchase such coverage atdstl Additionally, pilots hired after
November 11, 2004 are not eligible for company ptes pos-age 65 healthcare coverage, although they mayhpsecsuch coverage at full
cost.

F-43




Table of Contents

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS — (C ontinued)

Obligations (measured at September 30):

Other

Pension Postretirement

Benefits Benefits
(in millions) 2005 2004 2005 2004
Benefit obligation at beginning of ye $12,14( $12,47; $1,83¢ $2,26(
Service cos 15¢E 238 17 28
Interest cos 71¢ 757 114 121
Actuarial (gain) los: 1,262 (35 33 71
Benefits paid, including lump sums and annui (1,699 (1,292 (187) (A7¢)
Participant contribution — — 32 20
Curtailment losse 32C — — —
Plan amendmen — — (51 (487)
Benefit obligation at end of ye $12,89: $12,14( $1,79¢ $1,83¢
Fair value of plan assets at beginning of pe $ 6,847 $ 6,81¢
Actual gain on plan asse 98¢ 821
Employer contribution: 39C 49t
Benefits paid, including lump sums and annui (1,699 (1,292
Fair value of plan assets at end of pe! $ 6,521 $ 6,847

Our benefit obligations are impacted by acalidgains) losses resulting from changes in agdioms and experience different from that
assumed at our previous measurement date. Intiteeagbove, the $1.3 billion increase in 2005 in pemsion benefit obligation due to
actuarial losses primarily relates to (1) changesur discount rate and participant life expectameyumptions used to measure the obligation
and (2) the large number of early pilot retirememntd related lump sum distributions from plan asset

The $320 million increase in 2005 in the pendenefit obligation due to curtailment lossdates to (1) the combined impact on the
Nonpilot Plan of the early retirement window, thikenative Early Retirement Optio“AERQO”), offered to certain nonpilot employees in
2004 and other components of our transformation atnounced in 2004 and (2) the amendment of tbéMan to freeze service accruals
effective December 31, 2004. These changes resaltesneasurements of the associated benefit dldigmon November 30, 2004 and
December 31, 2004.

The $51 million decrease in 2005 in the ofiestretirement benefit obligation due to plan admeents relates to the elimination of
company subsidized post-age 65 healthcare covépagdots hired after November 11, 2004.

The $487 million decrease in 2004 in the pffestretirement benefit obligation due to plan adments relates to (1) the September 30,
2004 amendment of our retiree medical coveragadapilot employees who retire after January 1, 200@ (2) the December 31, 2003
remeasurement of our obligation due to the Medigatgsee Note 2), which introduced new prescriptioug benefits to retirees. The
Medicare Act resulted in a reduction in our accuated postretirement benefits obligation (“APBO”edo (1) lower expected per capita
claims cost from Medicare’s assumption of a laggmtion of prescription drug costs and (2) loweti@pated participation rates in our plans
that provide postretirement benefits.
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Funded Status (measured at September 30):

Other
Pension Postretirement
Benefits Benefits
(in millions) 2005 2004 2005 2004
Funded statu $(6,372) $(5,29¢) $(1,797) $(1,83%)
Unrecognized net actuarial lo 4,28¢ 3,98¢ 36¢ 48¢
Unrecognized transition obligatic — 22 — —
Unrecognized prior service cost (bene 7 107 (49€) (1,019
Contributions (net) made between the measuremeéatahal year en — 69 46 38
Special termination benefits recognized betweenrtbasurement date and year
end — (10 — (142)
Settlement/ Curtailment (charge) gain recognizedéen the measurement dat
and year en (129) (12€) — 527
Net amount recognized on the Consolidated Balaheets $(2,20¢) $(1,247) $(1,875) $(1,936)

In 2005 and 2004, settlement charges fopémesion plans of $129 million and $126 million,pestively, were recognized between the
measurement date and year end. These related jyitoathe Pilot Plan and are discussed in moraitlbelow as a component of net peria
pension cost.

The 2004 curtailment gain and special tertionabenefits relate to changes to our retiree padioverage for nonpilot employees who
retire after January 1, 2006 as discussed abowsjg@ecredit being given to certain employees fugleed under our transformation plan; and
benefits provided under AERO.

Amounts recognized in the Consolidated BadaBleets consist of:

Other

Pension Postretirement

Benefits Benefits
(in millions) 2005 2004 2005 2004
Prepaid benefit co: $ 8 $ 19 $ — $ —
Accrued benefit cos (2,216 (1,266 (1,87%) (1,936
Net prepaid/(accrued) benefit ct (2,209) (1,247 (1,87%) (1,93¢)
Intangible asset 7 17¢ — —
Additional minimum liability (4,11%) (3,939 — —
Accumulated other comprehensive loss, pr 4,10¢ 3,75¢ — —
Net amount recognize $(2,20¢) $(1,247) $(1,875) $(1,936)

At December 31, 2005 and 2004, we record@gstrdents to intangible assets and accumulated otmprehensive loss (see Note 14) to
recognize our additional minimum pension liabilityaccordance with SFAS No. 87, “Employers’ Accongtfor Pensions” (“SFAS 87").
SFAS 87 requires that this liability be recogniz¢gear end in an amount equal to the amount bgtwthie accumulated benefit obligation
(“ABO") exceeds the fair value of the defined beénpénsion plan assets. An intangible asset isrdezbonly to the extent of any
unrecognized prior service cost and transitiongation.
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The accumulated benefit obligation for alf defined benefit pension plans was $12.8 billiad &12.1 billion at December 31, 2005 and
2004, respectively. The following table containfermation about our pension plans with an accunedl&ienefit obligation in excess of plan
assets (measured at September 30):

(in millions) 2005 2004

Projected benefit obligatic $12,89: $12,14(
Accumulated benefit obligatic 12,84« 12,08:
Fair value of plan asse 6,521 6,842

Net periodic benefit cost for the years enBedember 31, 2005, 2004 and 2003, included thewalg components:

Pension Other

Benefits Postretirement Benefits
(in millions) 2005 2004 2003 2005 2004 2003
Service cos $ 15& $ 23¢ $ 23¢ $ 17 $ 28 $ 33
Interest cos 71E 757 76€ 114 121 161
Expected return on plan ass (59¢) (657) (759) — — —
Amortization of prior service cost (benef 3 15 13 (47) (79 47
Recognized net actuarial la 17¢ 194 97 13 6 7
Amortization of net transition obligatic 6 7 7 — — —
Settlement charg 38¢ 257 21¢ — — —
Curtailment loss (gair 434 — 47 — (527) 4
Special termination benefi — 10 — — 142 —
Net periodic benefit co: $1,28:2 $ 81¢€ $ 63€ $10z $(309) $15C

During 2005, 2004, and 2003, we recordedeseént charges totaling $388 million, $257 milliamd $219 million, respectively, in our
Consolidated Statements of Operations. These chargearily relate to the Pilot Plan and resulnirtump sum distributions to pilots who
retired. We recorded these charges in accordanbeSKHAS No. 88, “Employers’ Accounting for Settlemeand Curtailments of Defined
Benefit Pension Plans and for Termination BenefftSFAS 88”). SFAS 88 requires settlement accountirthe cost of all settlements,
including lump sum retirement benefits paid, inealyexceeds, or is expected to exceed, the tothbafervice and interest cost componen
pension expense for the same period.

During 2005 and 2004, we recorded a net itoméat loss of $434 million and a curtailment gafr$527 million, respectively, in our
Consolidated Statements of Operations. The $43ibmihet curtailment loss consists of (1) a $13liomil curtailment gain recorded in the
December 2005 quarter related to the freeze offtemeruals effective December 31, 2005 for thenpitot Plan and (2) a curtailment loss of
$447 million related to the impact of the reductafmonpilot jobs announced in November 2004 ardftbeze of service accruals under the
Pilot Plan effective December 31, 2004. Additiopaih the December 2004 quarter, we recorded a $&GRion curtailment gain related to t
elimination of company subsidized retiree medieaidfits for eligible employees who retire afterulay 1, 2006. These losses and gains are
in accordance with SFAS 88, which requires curtaiitraccounting when an event occurs that signifigaaduces the expected years of
future service of current employees or that elin@aduture benefit accruals for a significant numtifeemployees.
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Assumption:

We used the following actuarial assumptianddtermine our benefit obligations at Septembe2805 and 2004 and our net periodic
benefit cost for the years ended December 31, 200} and 2003, as measured at September 30:

Benefit Obligations 2005 2004
Weighted average discount ri 5.69% 6.00%
Rate of increase in future compensation le 0.72% (1.28%
Assumed healthcare cost trend (1) 9.50% 9.50%
Net Periodic Benefit Cost 2005@ 2004@ 2003
Weighted average discount r— pension benefit 5.81% 6.09% 6.83%
Weighted average discount r— other postretirement benef 6.10% 6.05% 6.91%
Rate of increase in future compensation le (1.28% 1.89% 2.47%
Expected lon-term rate of return on plan ass 9.00% 9.00% 9.00%
Assumed healthcare cost trend (1) 9.50% 9.00% 10.00%

@O We have implemented a limit on the amount we paly for postretirement medical benefits for empkesyeligible for such benefits who retire after
November 1, 1993. The assumed healthcare cost tadmis assumed to decline gradually to 5.00%0&0Zor health plan costs not subject to
limit and to zero by 2007 for health plan costsjeatto the limit and remain level thereaft

(@ Our 2005 assumptions reflect our remeasurembiatge(mber 30, 2004, December 31, 2004, March 315,280d June 30, 2005) of certain portions
of our obligations and represent the weighted ayeerd the assumptions used for each measuremen20Dd assumptions reflect our quarterly
remeasurements (December 31, 2003, March 31, 20@4June 30, 2004) of certain portions of our @hians and represent the weighted average
of the assumptions used for each measurement. @3 &sumptions reflect our October 31, 2002 rentreaent of a portion of our obligations ¢
represent the weighted average of the Septemb@08@, and October 31, 2002 assumptis

The expected long-term rate of return on dan pssets was based on plan-specific assetityaibivestment studies performed by outside
consultants who used historical market return avidtiity data with forward looking estimates basedexisting financial market conditions
and forecasts. Modest excess return expectatiassvyeome market indices were incorporated intoghen projections based on the acti
managed structure of our investment program anedsrd of achieving such returns historically.

Assumed healthcare cost trend rates havéfext en the amounts reported for the other pastrgient benefit plans. A 1% change in the
healthcare cost trend rate used in measuring ti&OA#Br these plans at September 30, 2005, woulé e following effects:

(in millions) 1% Increase 1% Decrease
Increase (decrease) in total service and inteosst $ 9 $ (7)
Increase (decrease) in the API $10¢ $(93)
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Pension Plan Asse
The weighted-average asset allocation fopamsion plans at September 30, 2005 and 2004fidlas's:

2005 2004
U.S. equity securitie 36% 35%
Non-U.S. equity securitie 13% 15%
High quality bond: 19% 18%
Convertible and high yield bon 8% 10%
Private equity 15% 13%
Real estat 9% 9%
Total 100% 100%

The investment strategy for pension plantagseo utilize a diversified mix of global publmd private equity portfolios, public and
private fixed income portfolios, and private resflage and natural resource investments to eanngateym investment return that meets or
exceeds a 9% annualized return target. The ovasadlt mix of the portfolio is more heavily weighteaquity-like investments, including
portions of the bond portfolio which consist of wertible and high yield securities. Active managatratrategies are utilized throughout the
program in an effort to realize investment retimexcess of market indices. Also, option and qwsyeoverlay strategies are used in an effort
to generate modest amounts of additional incomek gamond duration extension program utilizing fixxedome derivatives is employed in an
effort to better align the market value movemeriita portion of the pension plan assets to theedlaension plan liabilities.

Target investment allocations for the pengilam assets are as follows:

U.S. equity securitie 27-41%

Non-U.S. equity securitie 12-18%

High quality bond: 15-21%

Convertible and high yield bon 5-11%

Private equity 15%

Real estati 10%
Cash Flows

In 2006, assuming current plan design, weeekfunding of our defined benefit plans for betsediccrued after our Petition Date to be
approximately $11 million. We believe that whileevating in Chapter 11, we are not required to nakdributions for benefits earned prior
to our Petition Date. Certain entities unsuccegsfillallenged this position in Bankruptcy Courtddhe issue is currently on appeal. If the
Nonpilot and Pilot Plans continue after we emergenfChapter 11 we may be required to fully funduiesg contributions at that dai
including contributions related to benefits earpedr to our Petition Date.

Based on our preliminary five-year forecasi additional information regarding the assetsladdlities for the defined benefit pension
plans, we believe that, under current pension fupdiles, we would need to seek distress terminatidoth the Nonpilot Plan and the Pilot
Plan in order to successfully reorganize and emigoge Chapter 11. Proposed legislation that pags#te U.S. Senate and is now pendin
a House — Senate Conference Committee would extentlinding obligations for the defined benefit piom plans over 20 years. If the
pending legislation is enacted in the form in whigbassed the U.S. Senate, we hope to avoid @esstermination of the Nonpilot Plan,
though there is no assurance that we can do sa@uently believe, however, that the existenceneflump sum option in the Pilot Plan and
the significant
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number of early pilot retirements may make it ualykthat we could satisfy our funding obligationgthat plan even if the pending legislation
is enacted in the form in which it passed the 3&hate.

Our other postretirement benefit plans areléd from current assets. Assuming current plaigdese expect to make benefit payments
of approximately $142 million for our other postretnent benefit plans in 2006.

Benefit Payment

Benefit payments are based on the same assmsipsed to measure the related benefit obligatéamd are paid from both funded benefit
plan trusts and current assets.

Benefit payments in the table below includgments associated with both our qualified and qualified defined benefit plans. Benefits
earned under our qualified pension plans are eggédotbe paid from funded benefit plan trusts. béeefits related to our nagualified plan:
are paid from current assets. Non-qualified bempefjtments earned prior to our Petition Date ceasenf that date. We believe we are not
required to make these payments while we are dpgrahder Chapter 11. Actual benefit payments may gignificantly from these
estimates.

Benefit payments, which reflect expected iservas appropriate, are scheduled to be paickifiaflowing years ending December 31:

Other
Pension Postretirement
(in millions) Benefits@) Benefits
2006 $ 924 $142
2007 78E 14E
2008 79C 147
2009 797 14z
2010 78¢ 13¢€
2011- 2015 4,152 59¢
@ Includes estimated payments of approximately $dlamito $80 million per year under our nguralified defined benefit plans f

benefits earned prior to the Petition Ds

Other Plans

We also sponsor defined benefit pension plansligible Delta employees in certain foreigruntries. These plans did not have a mat
impact on our Consolidated Financial Statemengninperiod presented.

Defined Contribution Pension Plan

Pilot Defined Contribution Plai

We established a defined contribution plapilft DC Plan”) for Delta pilots effective Janudry2005. During 2005, we recognized
expense of $83 million for this plan. Eligible gaowill receive a contribution ranging from 0% t2.2% of covered pay, based on the pilot's
age and years of service on January 1, 2005. Piletd on or after January 1, 2005 will receiveoatdbution of 10% of covered pay.

Delta Pilots Money Purchase Pension Pl¢ MPPF")

We contributed 5% of covered pay to the MB#tReach eligible Delta pilot through December 2004. The MPPP is related to the Pilot
Plan. The defined benefit pension payable to & Elceduced by the actuarial equivalent of theuandated account balance in the MPPP.
During the years ended December 31, 2004 and 2@®982cognized expense of $65 million and $66 nilli@spectively, for this plan.
Although
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contributions to the MPPP ceased effective DecerBbeR004, individual accounts will continue todredited with investment gains/losses
and the actuarial equivalent of the accumulatedwaticbalance at retirement will continue to offet participants defined benefit pension
benefit.

Delta Family-Care Savings Plar* Savings Pla”)

Eligible employees may contribute a portiéh@ir covered pay to the Savings Plan. Generalfymatch 50% of nonpilot employee
contributions with a maximum employer contributimi?% of a participant’s covered pay. In 2003 aff84, we provided all eligible Delta
pilots with an employer contribution of 3% of themvered pay. Effective January 1, 2005, the engrslogntribution for eligible Delta pilots
was reduced to 2% of their covered pay. Prior €oRbtition Date, we generally made our contribwtifom nonpilots and pilots by allocating
Series B ESOP Convertible Preferred Stock (“ESGRefed Stock”), common stock or cash to the Savirign. Effective on the Petition
Date, we began making all company contributionthéSavings Plan in cash. Our contributions, whiehrecorded as salaries and related
costs in our Consolidated Statements of Operattoteled $56 million, $85 million and $81 millionrfthe years ended December 31, 2005,
2004 and 2003, respectively.

Our Savings Plan includes an employee stagieoship plan (‘ESOP”) feature. When we adoptedB8©P in 1989, we sold
6,944,450 shares of ESOP Preferred Stock to thim@aPlan for $500 million. We have recorded unedroompensation equal to the value
of the shares of ESOP Preferred Stock not yetatiaktto participants’ accounts. We reduced thenme€acompensation as shares of ESOP
Preferred Stock were allocated to participantsbaots. At December 31, 2005, 3,510,490 shares 6ffEBreferred Stock were allocated to
participants’ accounts, and 1,157,078 shares weltelly the ESOP for future allocations. Subseqt@Becember 31, 2005, all unallocated
ESOP Preferred stock was allocated to participamtisconverted to common stock. See Note 13 fottiaddi information.

Cash Flows

We expect to contribute approximately $100iom to our defined contribution pension plan2006.

Other Plans

Comair and DAL Global Services, Inc., twoonfr wholly owned subsidiaries, sponsor defined oation retirement plans for eligible
employees. Additionally, we sponsor defined coniiitn plans for eligible Delta employees in certimireign countries. These plans did not
have a material impact on our Consolidated FindiSt@ements in any period presented.

Postemployment Benefit

We provide certain other welfare benefitgligible former or inactive employees after empl@ynnbut before retirement, primarily as |
of the disability and survivorship plans. Postempient benefit expense was $107 million, $105 millémd $131 million for the years ended
December 31, 2005, 2004 and 2003, respectivelyindlede the amount funded in excess of the lighititother noncurrent assets on our
Consolidated Balance Sheets. Future period expavidesry based on actual claims experience aredréturn on plan assets. Gains and
losses occur because actual experience differs éissumed experience. Gains and losses and prigcesepsts related to our disability and
survivorship plans are amortized over the averaged service period of employees covered by théses.

Note 13. Common and Preferred Stock

During the year ended December 31, 2005, istelulited from treasury 38 million shares of oantnon stock for redemptions of our
ESOP Preferred Stock under the Delta Family-Cawinga Plan. We distributed these shares from trgeetuan average price that is lower
than the average price we paid to purchase theseshAs a result, our Consolidated Balance Shdzt@mber 31, 2005 reflects an
approximately $1.8 billion decrease in treasurglstat cost, and a corresponding decrease in additio
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paid-in -capital. Due to our Chapter 11 filing, & no longer redeeming shares of our ESOP Prdf€&iazk.

At our Annual Meeting of Shareowners heldvay 19, 2005, shareowners approved an amendment tGertificate of Incorporation to
increase the number of shares of common stockmbatre authorized to issue from 450 million to ®@iion and to decrease the par valu¢
the common stock from $1.50 per share to $0.0Elpare. As a result of this amendment, our CondelitiBalance Sheet at December 31,
2005 reflects a $289 million decrease in commookstmd a corresponding increase in additional paichpital.

Stock Option and Other Sto-Based Award Plans

Prior to the Petition Date, we adopted cargans which provide for the issuance of commoglsin connection with the exercise of
stock options and for other stock-based awardskSiptions awarded under these plans (1) have atisg price equal to the fair value of
the common stock on the grant date; (2) becomecisedrle one to five years after the grant date;(@8héxpire up to 10 years after the
grant date.

We believe that all of our stock options vl cancelled as part of our emergence from Chagtedccordingly, in March 2006, we filed
with the Bankruptcy Court a motion seeking autlyott reject our outstanding stock options to avbieladministrative and other costs
associated with our stock option plans.

The following table includes additional infieation about these plans as of December 31, 20@®dE as set forth in Note 1 to the table,
due to our Chapter 11 proceedings, no future awailtlee made under these plans:

Total Shares Non-Qualified
Authorized for Stock Options
Plan Issuance Granted
2004 broa-based employee stock option pld®) 62,340,00 62,216,10
1996 broa-based employee stock option pl(2 49,400,00 49,400,00
Delta 2000 Performance Compensation K3) 16,000,00 13,942,07
Non-Employee Directol’ Stock Option Plai®) 250,00 119,24!
Non-Employee Director’ Stock Plar®) 500,00( —

(1) During the December 2004 quarter, we adoptedetheapilot and pilot plans due to the substantatrbutions made by employees to our out-of -
court restructuring efforts. We did not seek sharezr approval to adopt these plans because thd Sodimittee of our Board of Directors
determined that the delay necessary in obtaininf approval would seriously jeopardize our finaheiability. The New York Stock Exchange
accepted our reliance on this exception to itseshaner approval policy. The plans provide that shaeserved for awards that are forfeited are
available for future stock option grants. At DecemB1, 2005, a total of approximately 8.8 millidrages were available for future stock option
grants under this forfeiture provisic

@ In 1996, shareowners approved broad-based nompitbpilot stock option plans. Under these twaplave granted eligible employees non-
qualified stock options to purchase a total of 48ilion shares of common stock in three approxiehaequal installments on October 30, 1996,
1997 and 199¢

(3 On October 25, 2000, shareowners approved thig pthich authorized the grant of stock options atichited number of other stock awards. The
plan amends and restates a prior plan which wasaalgroved by shareowne

@ On October 22, 1998, the Board of Directors apgdahis plan under which each non-employee diramald have received an annual grant of non-
qualified stock options

®) In 1995, shareowners approved this plan, undéhdportion of each non-employee director’'s consgion for serving as a director was paid in
shares of common stoc
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The following table summarizes all stock optaxtivity for the years ended December 31, 200642and 2003:

2005 2004 2003
Weighted Weighted Weighted
Average Average Average
Shares Exercise Shares Exercise Shares Exercise
(000) Price (000) Price (000) Price
Outstanding at the beginning of the y 105,93: $ 15 37,89: $31 58,80¢ $ 44
Granted 1,93¢ 5 70,76 6 11,89« 12
Exercisec — — ©)] 11 (38) 11
Forfeited (15,477 8 (2,720 38 (32,769 47
Outstanding at the end of the yi 92,40! 16 105,93: 15 37,89: 31
Exercisable at the end of the 53,94« $ 22 33,33: $ 33 22,84¢ $ 44

The following table summarizes informatioroabstock options outstanding and exercisable aeBer 31, 2005:

Stock Options

Stock Options Qutstanding Exercisable

Weighted Weighted Weighted

Number Average Average Number Average

Exercise Price ol Outstanding Remaining Exercise Exercisable Exercise
Stock Options (000) Life (years) Price (000) Price
$2-$20 72,86 9 $ 7 34,40¢ $ 8
$21-$35 3,86¢ 2 $ 34 3,864 $ 34
$3€-$50 14,72¢ 2 $ 49 14,72¢ $ 49
$51-$70 94¢€ 4 $ 56 94¢€ $ 56

Payment of Dividend:

The determination to pay cash dividends anEOP Preferred Stock and our common stock iseatliscretion of our Board of Directo
and is also subject to the provisions of Delawaeedsal Corporation Law (“Delaware Law”) and regtans in our DIP Credit Facility and
Amex Post-Petition Facility.

In July 2003, our Board of Directors discantd the payment of quarterly cash dividends orcoarmon stock due to the financial
challenges facing Delta. We had previously paidiargrly dividend of $0.025 per common share.

Effective December 2003, our Board of Diresteuspended indefinitely the payment of divideoi®ur ESOP Preferred Stock to comply
with provisions of Delaware Law, which limits a cpamy’s ability to pay dividends. The terms of tHe@P Preferred Stock provided for
cumulative dividends on that stock. Unpaid dividend the ESOP Preferred Stock accrued withoutdsteuntil paid, at a rate of $4.32 per
share per year. At December 31, 2005 and 2004 adated but unpaid dividends on the ESOP Prefe3tedk totaled $50 million and
$35 million, respectively, and are recorded in llitibs Subject to Compromise on our ConsolidatedaBce Sheet. Subsequent to
December 31, 2005 all outstanding shares of ES@fePed Stock were converted into common stock."BE8©P Preferred Stock” below.
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ESOP Preferred Stoc

In December 2005, we amended the SavingstPlgive eligible participants the opportunity txeive an in-service distribution of the
ESOP Preferred Stock and common stock in their E&@Bunts in the Savings Plan. Under this amendmadmth was approved by the
Bankruptcy Court, eligible participants could makeelection between December 19, 2005 and Jan8aB006 to receive such an in-service
distribution. Upon its distribution, the ESOP Predel Stock was automatically converted in accordamith its terms into shares of common
stock. Subsequent to January 18, 2006, the tro$tée Savings Plan converted all the remainingeshaf ESOP Preferred Stock into
common stock.

Each outstanding share of ESOP Preferreck@toerued a cumulative cash dividend of 6% per péés stated value of $72.00; was
convertible into 1.7155 shares of common stockgctvig equivalent to a conversion price of $41.97gbare; and had a liquidation prefere
of $72.00, plus accrued and unpaid dividends. TBOIE Preferred Stock generally voted together &sgtesclass with the common stock and
had two votes per share. The conversion rate, esimveprice and voting rights of the ESOP Prefe&utk were subject to adjustment in
certain circumstances.

All shares of ESOP Preferred Stock were bélecord by the trustee of the Savings Plan (sate N12). At December 31, 2005,
8,007,213 shares of common stock were reservettiédoronversion of the ESOP Preferred Stock.

Prior to our Chapter 11 filing, we were gelgrrequired to redeem shares of ESOP Preferreck3i) to provide for distributions of the
accounts of Savings Plan participants who termiaatployment with us and request a distribution @)do implement annual diversification
elections by Savings Plan participants who areagtlage 55 and have participated in the SaviregsfBt at least 10 years. In these
circumstances, shares of ESOP Preferred Stocknedezmable at a price (“Redemption Price”) equ#théogreater of (1) $72.00 per share or
(2) the fair value of the shares of common stoskasle upon conversion of the ESOP Preferred Stobk redeemed, plus, in either case,
accrued and unpaid dividends on the shares of B&@ferred Stock to be redeemed. Under the terrtieedESOP Preferred Stock, we were
able to pay the Redemption Price in cash, sharesmofnon stock (valued at fair market value), oa icombination thereof. Due to our
Chapter 11 filing, we ceased redeeming shares 6FEBreferred Stock.

Shareowner Rights Pla

The Shareowner Rights Plan is designed ttepreshareowners against attempts to acquire breltado not offer an adequate purchase
price to all shareowners, or are otherwise nohénliest interest of Delta and our shareowners. tthéeplan, each outstanding share of
common stock is accompanied by dradf of a preferred stock purchase right. Each whight entitles the holder to purchase 1/100 sifiare
of Series D Junior Participating Preferred Stoclraexercise price of $300, subject to adjustment.

The rights become exercisable only afterragreacquires, or makes a tender or exchangetb#emwould result in the person acquiring,
beneficial ownership of 15% or more of our commtmtk. If a person acquires beneficial ownershifp%# or more of our common stock,
each right will entitle its holder (other than thequiring person) to exercise his rights to purelmg common stock having a market value of
twice the exercise price.

If a person acquires beneficial interest5folor more of our common stock and (1) we are wealin a merger or other business
combination in which we are not the surviving cogiimn, or (2) we sell more than 50% of our aseetsarning power, then each right will
entitle its holder (other than the acquiring pejgorexercise their rights to purchase common std¢ke acquiring company having a market
value of twice the exercise price.

The rights expire on November 4, 2006. We nealgem the rights for $0.01 per right at any thafore a person becomes the beneficial
owner of 15% or more of our common stock. We magahthe rights in any respect so long as the riglesedeemable. At December 31,
2005, 2,250,000 shares of preferred stock wereveddor issuance under the Shareowner Rights Plan.
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Note 14. Comprehensive Loss

Comprehensive loss includes (1) reportedasst (2) the additional minimum pension liabili{@) effective unrealized gains and losse
fuel derivative instruments that qualify for hedgeeounting; and (4) unrealized gains and lossesanketable equity securities. The
following table shows our comprehensive loss ferykars ended December 31, 2005, 2004 and 2003:

(in millions) 2005 2004 2003

Net loss $(3,81¢) $(5,19¢) $ (779
Other comprehensive lo (369 (20 (77€)
Comprehensive los $(4,1872) $(5,21¢) $(1,549)

The following table shows the componentsaafuanulated other comprehensive loss at Decemb&(®5, 2004 and 2003, and the
activity for the years then ended:

Additional
Minimum Fuel Marketable
Pension Derivative Equity Valuation
(in millions) Liability Instruments Securities Allowance Total
Balance at December 31, 2C $(1,586) $ 29 $(5 $ — $(1,562)
Additional minimum pension liability
adjustment: (1,26¢) — — — (1,269
Unrealized gait — 15¢ 6 — 165
Realized gait — (152 5) — (157)
Impairment — — 8 — 8
Tax effect 482 @) 4 — 47€
Net of tax (78¢€) 5 5 — (77€)
Balance at December 31, 2C (2,372) 34 — — (2,339
Additional minimum pension liability
adjustment: 71 — — — 71
Unrealized gait — 50 — — 50
Realized gait — (105) — — (10%)
Tax effect (29 21 — (29 (36)
Net of tax 43 (34) — (29) (20)
Balance at December 31, 2C (2,329 — — (29 (2,35%)
Additional minimum pension liability
adjustment: (365) — — — (365)
Unrealized gait — — 1 — 1
Tax effect 141 — — (141) —
Net of tax (224) — 1 (147 (364)
Balance at December 31, 2C $(2,557%) $ — $1 $(170 $(2,722)

We did not have any fuel hedge contractsesteber 31, 2005 and 2004. See Notes 6 and 18ddiamal information related to our fuel
hedge contracts and our additional minimum penkadnility, respectively.
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Note 15. Geographic Information

SFAS No. 131, “Disclosures about SegmentmdEnterprise and Related Information” (“SFAS 131&quires us to disclose certain
information about our operating segments. Operaegments are defined as components of an entekpitls separate financial information
which is evaluated regularly by the chief operatiiegision-maker and is used in resource allocatiahperformance assessments.

We are managed as a single business uniptbeides air transportation for passengers anglocdrhis allows us to benefit from an
integrated revenue pricing and route network theluides Mainline, Comair and our contract carrigtee flight equipment of the carriers is
combined to form one fleet which is deployed thtoagsingle route scheduling system. When makingureg allocation decisions, our chief
operating decision maker evaluates flight profifgbdata, which considers aircraft type and roetenomics, but gives no weight to the
financial impact of the resource allocation decisim an individual carrier basis. Our objectiveriaking resource allocation decisions is to
optimize our consolidated financial results.

Operating revenues are assigned to a spgeifigraphic region based on the origin, flight patd destination of each flight segment. Our
operating revenues by geographic region for thesyeaded December 31, 2005, 2004 and 2003 are stirechén the following table:

(in millions) 2005 2004 2003
North America $13,03( $12,38¢ $11,85¢
Atlantic 2,25¢ 2,08¢ 1,79¢
Pacific 15C 145 111
Latin America 75€ 61E 544
Total $16,19: $15,23¢ $14,30¢

Our tangible assets consist primarily oftitigquipment which is mobile across geographic etarkAccordingly, assets are not allocated
to specific geographic regions.

Note 16. Restructuring, Asset Writedowns, Pension Settlemestand Related Items, Ne

2005

In 2005, we recorded an $888 million chargeestructuring, asset writedowns, pension settiesnend related items, net on our
Consolidated Statements of Operations, as follows:

. Pension Curtailment ChargA $447 million curtailment charge related to oufided benefit pension plans for our pilot
(“Pilot Plan™) and nonpilot (“Nonpilot Plan”) empjees. This charge relates to the impact on the Mariglan of the planned
reduction of 6,000 to 7,000 jobs announced in Ndy&n2004 and the freeze of service accruals uhgePiiot Plan effective
December 31, 2004 (see Note 1

. Pension Settlemeni$388 million in settlement charges primarily rethte the Pilot Plan due to a significant increaspiiot
retirements and lump sum distributions from plasets (see Note 12

. Workforce ReductiorA $46 million charge related to our decision touee staffing by approximately 7,000 to 9,000 jops b
December 2007. This charge was offset by a neti®@mreduction in accruals associated with pyear workforce reductic
programs

. Asset Charge:A $10 million charge related to the removal fromviee of six B737-200 aircraft prior to their leasepiration
dates.
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In 2004, we recorded a $41 million net gaimastructuring, asset writedowns, pension setthésnend related items, net on our
Consolidated Statements of Operations, as follows:

2003

Elimination of Retiree Healthcare SubsiA $527 million gain related to our decision to eliate the company provided
healthcare coverage subsidy for employees wheeratter January 1, 2006 (see Note .

Pension Settlemeni$251 million in settlement charges related to thet Plan due to a significant increase in pilot
retirements and lump sum distribution from plareésg¢see Note 12

Workforce ReductiorA $194 million charge related to our decision tduee staffing by approximately 6,000 to 7,000 jbips
December 2005. This charge included charges of $iibidn related to special termination benefitsgNote 12) and
$42 million related to employee severar

Asset ChargeA $41 million aircraft impairment charge relatedotor agreement to sell eight owned MD-11 airctaft.
October 2004, we sold these aircraft and relateentory to a third party for $227 millio

In 2003, we recorded a $268 million chargeestructuring, asset writedowns, pension settlésnamd related items, net on our
Consolidated Statements of Operations, as follows:

Pension SettlemerA $212 million settlement charge related to thef#lan due to a significant increase in pilotregtients
(see Note 12

Pension and Postretirement Curtailment ChalA $43 million net charge for costs associated witih 2002 workforce
reduction program. This charge relates to a neaitorent loss under certain of our pension andrptistment medical benefit
plans (see Note 12

Planned Sale of AircrafA $41 million charge as a result of a definitiveegment to sell 11 B737-800 aircraft to a thirdkpar
immediately after those aircraft were deliveredisdby the manufacturer in 20(

Other.A $28 million reduction to operating expenses bgs@darily on revised estimates of remaining cestsociated with
prior year restructuring reserves (see Note
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Note 17.  Restructuring and Other Reserves

The following table shows changes in ourrtestiring and other reserve balances as of Dece8&1het005, 2004 and 2003, and the
associated activity for the years then ended:

Restructuring and Other Charges
Severance and Related Cos

Facilities Workforce Reduction Programs
and
(in millions) Other 2005 2004 2002 2001
Balance at December 31, 2C $ 65 $ — $— $71 $ 3
Payment: 9) — — (45) 2
Adjustments (9 — — (22) —
Balance at December 31, 2C 47 — — 5 1
Additional costs and expens — — 42 — —
Payment: (8) — — 2 D
Adjustments (D) — — (©)] —
Balance at December 31, 2C 38 — 42 — —
Additional costs and expens 6 46 5 — —
Payment: (8) — (36) — —
Adjustments — — (9) — —
Balance at December 31, 2C $ 36 $ 46 $ 2 $— $ —

The facilities and other reserve represeossscrelated primarily to (1) future lease payméatsacility closures and (2) contract
termination fees. We recorded charges of $5 millarfuture lease payments associated with they eatirement of leased aircraft, during the
period from January 1, 2005 through the PetitioteDa

The severance and related costs reservesegeefuture payments associated with our 200%4,28@02 and 2001 voluntary and
involuntary workforce reduction programs. Under 2085 program, we plan to eliminate 7,000 to 9,jo®8 by the end of 2007. During 20
we recorded a $21 million adjustment to prior yegerves based on revised estimates of remainstg pdmarily due to fewer employee
reductions under our 2002 involuntary workforceugtbn program than originally anticipated becaofkigher than expected reductions
from attrition and retirements.

In accordance with SOP 90-7, substantidllpfeour pre-petition restructuring and other mess were classified as liabilities subject to
compromise.

Note 18.  Equity Investments
WORLDSPAN, L.P. (“Worldspan”)

On June 30, 2003, we sold our 40% equitystment in Worldspan, for (1) $285 million in castdg2) a $45 million subordinated
promissory note, which paid interest at 10% pemuamand was scheduled to mature in 2012. As a reftliis transaction, we recorded a
$279 million gain ($176 million net of tax) in othecome (expense) on our 2003 Consolidated Statenoé Operations. In addition, we will
receive credits totaling approximately $125 milligvhich will be recognized ratably as a reductiéeasts through 2012, for future
Worldspan-provided services.

The carrying and fair value of the subordadgpromissory note was $36 million and $38 millasrDecember 31, 2004 and 2003,
respectively, which reflects a writedown resultingm a decrease in its fair value. This note wassified as a trading security under
SFAS 115 (see Note 2). On January 10, 2005,
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Worldspan redeemed the subordinated promissoryfap®&36 million, which represented the carryindueaof the note as of December 31,
2004.

Our equity earnings from this investmentlede$18 million for the year ended December 31,3200e also received cash dividends from
Worldspan of $44 million for the year ended Decengie 2003.

Worldspan provides us with computer reseovasind related services for which we paid approtefgeb90 million for the six-months
ended June 30, 2003. As discussed above, we spkhaity interest in Worldspan on June 30, 2003.

Orbitz, Inc. (“Orbitz")

During November 2004, we sold our remainimgnership and voting interest in Orbitz for approately $143 million. We recognized a
gain of approximately $123 million on this transawtin gain from sale of investments, net.

During December 2003, Orbitz completed it8ahpublic offering and the founding airlines @fbitz, including us, sold a portion of their
Orbitz shares. We received $33 million from ouesaf Orbitz shares. Additionally, we recorded (1548 51 gain of $18 million, net of tax,
in additional paid-in capital on our Consolidatealdice Sheet (see Note 2 for our SAB 51 accoupiitigy); (2) a $28 million gain
($17 million net of tax) in other income (expenea)our Consolidated Statement of Operations fronsale of Orbitz shares; and (3) a
$4 million loss ($2 million net of tax) in otherdame (expense) on our Consolidated Statement ofaipes from previously unrecognized
Orbitz losses since our recorded investment int@ras zero prior to its initial public offering.

As a result of our sale of a portion of oubifx shares in December 2003, we had a 13% owipeirglerest and an 18% voting interest in
Orbitz. Prior to that transaction, we had an 18%enship and voting interest in Orbitz. We accouritedur investment in Orbitz under the
equity method because we had the ability to exesignificant influence, but not control, over firencial and operating policies of Orbitz.
This ability was evidenced by, among other thirmgs, right to appoint at least one of our seniorceffs to the Board of Directors of Orbitz.

For the years ended December 31, 2004 an8, 20 gains (losses) recorded from our investrime@trbitz were not material to our
Consolidated Statements of Operations.
Note 19. Loss per Share

We calculate basic loss per share by dividiggnet loss available to common shareownersdwtighted average number of common
shares outstanding. Diluted loss per share incltigedilutive effects of stock options and con\®etisecurities. To the extent stock options
and convertible securities are anti-dilutive, tlaeg excluded from the calculation of diluted loss ghare.

The following table shows our computatiorbagic and diluted loss per share:

Years Ended December 31

(in millions, except per share da 2005 2004 2003
Basic and diluted:

Net loss $(3,81¢) $(5,199) $ (779)
Dividends on allocated Series B ESOP ConvertibéddPred Stocl (18) (19 (17)
Net loss available to common shareowr (3,836 (5,217 (790
Weighted average shares outstant 161.5 127.( 123.¢
Basic and diluted loss per shi $(23.75) $(41.07%) $(6.40

For the years ended December 31, 2005, 2002@03, we excluded from our loss per share catiiculs all common stock equivalents,
which primarily include stock options, our ESOPfEreed Stock
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and shares of common stock issuable upon conveos$ionr 8.0% Convertible Senior Notes due Junéd232“8.0% Notes”) and our? s
% Convertible Senior Notes due 2024 (/2% Notes”) (as applicable), because their effedbsa per share was anti-dilutive. The common
stock equivalents totaled 143.2 million, 78.8 roifliand 51.9 million for the years ended Decembef8@5, 2004 and 2003, respectively.

During 2004, we adopted EITF 04-08, whichuieed the adjustment to prior period diluted eagsiper share amounts for contingently
convertible securities. We have outstanding twes#a of contingently convertible debt securiti#@s8(0% Notes, which we issued in June
2003, and (2) 2/ s% Notes, which we issued in February 2004.

Due to the adoption of EITF 04-08 as of Deber 31, 2004, we adjusted our basic loss per $batke three months ended June 30,
2003 to include the dilutive impact of the 12.5lioi shares of common stock issuable upon conversiche 8.0% Notes. All other quarte
and annual diluted loss per share calculationgéoiods ending before December 31, 2004 were npadted by our adoption of EITF
04-08 due to the anti-dilutive nature of these s&es.

Note 20. Government Compensation and Reimbursement

During 2003, we received payments from th®.Government under the Emergency Wartime Supplehappropriations Act totaling
(1) $398 million as reimbursement for passengerandarrier security fees, which we recorded esdaction of operating expenses in our
2003 Consolidated Statements of Operations, anfil@)million related to the strengthening of fliglgck doors, which we recorded as a
reduction to previously capitalized costs.

Note 21.  Valuation and Qualifying Accounts

The following table shows our valuation andlifying accounts as of December 31, 2005, 20@42003, and the associated activity for
the years then ended:

Allowance for:
Obsolescenct
of Expendable

Restructuring Uncollectible Parts &
and Other Accounts Supplies Deferred Tax
(in millions) Charges® Receivable® Inventory Assets
Balance at December 31, 2C $13¢ $ 33 $18% $ 16
Additional costs and expens — 34 11 9
Payments and deductio (86) (29) (17) —
Balance at December 31, 2C 53 38 188 25
Additional costs and expens 42 32 15 2,50¢
Payments and deductio (15) (32 (14) (133
Balance at December 31, 2C 80 38 184 2,40(®)
Additional costs and expens 57 18 26 1,74¢
Payments and deductio (53) (15) (9) (192)
Balance at December 31, 2C $ 84 $ 41 $201 $3,9544)

(1)  See Notes 16 and 17 for additional informationtesldo leased aircraft and restructuring and otharges

(@  The payments and deductions related to the alloevéor uncollectible accounts receivable representvrite-off of accounts considered to be
uncollectible, less recoverie

3  $29 million of this amount was recorded in accurtedaother comprehensive loss on our 2004 Consetid@alance Sheet (see Note :

@ $141 million of this amount was recorded in accuated other comprehensive loss on our 2005 Consetidzalance She
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Note 22.  Quarterly Financial Data (Unaudited)
The following table summarizes our unaudiedrterly results of operations for 2005 and 2004:
Three Months Ended

2005

(in millions, except per share da March 31 June 30 September 3C December 31

Operating revenue $ 3,70¢ $4,24¢ $ 4,30¢ $ 3,92¢

Operating los: $ (957) $ (129 $ (240 $ (675)

Net loss $(1,07J) $ (382) $(1,130) $(1,23¢)

Basic and diluted loss per shi $ (7.69) $(2.64) $ (6.79) $ (6.59
Three Months Ended

2004

(in millions, except per share da March 31 June 30 September 3C December 31

Operating revenue $3,587 $ 4,021 $3,93( $ 3,691

Operating los: $ (38¢) $ (24)) $ (429 $(2,25¢€)

Net loss $ (389 $(1,96%) $ (64€) $(2,206)

Basic and diluted loss per shi $(3.12) $(15.79 $(5.16) $(16.5§

As discussed in Note 2, “Summary of SignificAccounting Policies — Reclassifications”, foethear ended December 31, 2005, certain
revenues related to the sale of mileage crediteuodr SkyMiles frequent flyer program are recordsather revenues rather than as selling
expenses. We have reclassified prior period amdortis consistent with the current year presemafibese reclassifications did not impact
earnings (loss) from operations or net loss for @ryod presented.

The following table shows the effect of theselassifications on operating revenues for anopreviously reported in our Quarterly
Reports on Form 10-Q for the quarters ended Maigt2005, June 30, 2005 and September 30, 2006warizD04 Form 10-K.

Three Months Ended

2005
(in millions) March 31 June 30 September 30
Increase in operating revenues & operating expe $ 59 $ 64 $ 92
Three Months Ended
2004
(in millions) March 31 June 30 September 30 December 31
Increase in operating revenues & operating expe $ 58 $ 60 $ 58 $ 56

The comparability of our financial resultsidig 2005 and 2004 was materially impacted by ceeaents, as discussed below:

. On September 14, 2005, we and substantially allofsubsidiaries filed voluntary petitions for rganization under
Chapter 11 of the United States Bankruptcy Codacbordance with SOP 90-7, we recorded and caseghball of the
bankruptcy related activity as a charge to reogtiun items and reclassified or accrued certaibilities as liabilities subject
to compromise

. During 2005 and 2004, we recorded certain restrimgjuasset writedowns, pension settlements amdegtlitems, net as
follows: (1) a $447 million curtailment charge letMarch 2005 quarter; (2) $388 million in settletneharges primarily
during the June and December 2005 quarters; arfiPE) million in settlement charges primarily ire thune and December
2004 quarters. See Note 16 for additional infororatibout these item
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. During 2004, primarily in the June 2004 quarter,reeorded a valuation allowance against substinaflof our net deferred
tax assets. See Note 11 for additional informadibout this charge

. In December 2004, we recorded impairment chardaterktto goodwill and indefinite-lived intangiblesets. See Note 7 for
additional information about these charc

. In December 2004, we recognized a gain of $123anillipon the sale of our investment in Orbitz. Se& 18 for additional
information about this sal
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EXHIBIT 10.15(b)
(DELTA LOGO)
INTERNAL MEMORANDUM

DATE: MARCH 15, 2006

TO Delta Oficers and Directors
FROM Rob Kight, Vice President -- Conpensation and Benefits
SUBJECT: NEW DELTA SEVERANCE PLAN FOR OFFI CERS AND DI RECTORS

On February 22nd, the bankruptcy court approvedilea Air Lines, Inc. Director and Officer SevecarPlan (the "SEVERANCE PLAN")
which had previously been adopted by the DeltalAies, Inc. Board of Directors. This memo servegag notification that, based on your
current status, you are designated as eligiblattigipate in the Severance Plan, subject to thres@®f this memo and the terms of the
Severance Plan, a copy of which is attached.

Under the terms of the Severance Plan, your eliyilto participate in the Severance Plan is cdodid on your relinquishment and releas
claims to any other severance arrangements to wiaisghmay be a party or for which you may be othsengligible. This memo, signed by
you and promptly returned as set forth below, @®gbur contractual entitlement to participatehe $everance Plan, subject to its tel
Because your right, if any, to receive benefitsarrttie Severance Plan will be determined at the #rpotentially qualifying event occurs, :
will be based on the terms of the Severance Plaur, submission of this memo does not guaranteeythatvill receive benefits under the
Severance Plan. In order to receive benefits uthdeBeverance Plan, you must also meet all otliteriarof the Plan.

By signing this memo, (i) you acknowledge that y@ve carefully reviewed this memo and the termb@fSeverance Plan, asked for any
clarifications that you deemed necessary to makiafarmed decision from the authorized Delta hummesources personnel listed below in
this memo and sought any necessary advice frompensonal legal or financial advisors and (ii) nititstanding anything in any other
agreement, understanding, plan or program to theay, you hereby relinquish and fully release Hghts or claims to any other severance
benefit to which you may be or may become entiplesuant to any arrangement, plan or program oélsalEmployer (as defined in the
Severance Plan) in effect as of the date heredfjding, without limitation, any benefits under Brecutive Retention Protection Agreement,
if applicable.



New Delta Severance Plan for Officers and Direc
Page 2
March 15, 2006

PLEASE INDICATE YOUR ELECTION TO BECOME ELIGIBLE T®ARTICIPATE IN THE SEVERANCE PLAN AND YOUR
AGREEMENT TO THE ACKNOWLEDGEMENT, RELINQUISHMENT AR RELEASE SET FORTH ABOVE BY PRINTING,
SIGNING, DATING AND RETURNING ONE COPY OF THIS MEM®@S SOON AS POSSIBLE, AND NO LATER THAN MARCH 24,
2006. You should send the memo via inter-officelteaihe attention of Craig Whipple, Department 986to Melinda Graves, Department
948. You should retain a copy for your records.

If you have any questions regarding the Severatared? your eligibility to participate in it, pleaslo not hesitate to call me, Cynthia Per-Lee
or Beth Johnston as soon as possible.

ACKNOWLEDGEMENT, RELINQUISHMENT AND RELEASE:

Signature

Name (Please print)

Date



EXHIBIT 10.15(c)
(DELTA LOGO)
INTERNAL MEMORANDUM

DATE: MARCH 15, 2006

TO Delta Oficers and Directors
FROM Rob Kight, Vice President -- Conpensation and Benefits
SUBJECT: NEW DELTA SEVERANCE PLAN FOR OFFI CERS AND DI RECTORS

On February 22nd, the bankruptcy court approvedilea Air Lines, Inc. Director and Officer SevecarPlan (the "SEVERANCE PLAN")
which had previously been adopted by the DeltalAies, Inc. Board of Directors. This memo servegag notification that, based on your
current status, you are designated as eligiblattigipate in the Severance Plan, subject to thres@®f this memo and the terms of the
Severance Plan, a copy of which is attached.

Under the terms of the Severance Plan, your eliyilto participate in the Severance Plan is cdodid on your relinquishment and releas
claims to any other severance arrangements to wiaisghmay be a party or for which you may be othsengligible. This memo, signed by
you and promptly returned as set forth below, @®gbur contractual entitlement to participatehe $everance Plan, subject to its tel
Because your right, if any, to receive benefitsarrttie Severance Plan will be determined at the #rpotentially qualifying event occurs, :
will be based on the terms of the Severance Plaur, submission of this memo does not guaranteeythatvill receive benefits under the
Severance Plan. In order to receive benefits uthdeBeverance Plan, you must also meet all otliteriarof the Plan.

By signing this memo, (i) you acknowledge that y@ve carefully reviewed this memo and the termb@fSeverance Plan, asked for any
clarifications that you deemed necessary to makiafarmed decision from the authorized Delta hummesources personnel listed below in
this memo and sought any necessary advice frompensonal legal or financial advisors and (ii) nititstanding anything in any other
agreement, understanding, plan or program to theay, you hereby relinquish and fully release Hghts or claims to any other severance
benefit to which you may be or may become entiplesuant to any arrangement, plan or program oélsalEmployer (as defined in the
Severance Plan) in effect as of the date heredfjding, without limitation, any benefits under Brecutive Retention Protection Agreement,
if applicable. You also acknowledge that to theeaktou are eligible for any furlough pay under pilet working agreement, such amount
will be offset against any amounts to be paid urtderSeverance Pla



New Delta Severance Plan for Officers and Direc
Page 2
March 15, 2006

PLEASE INDICATE YOUR ELECTION TO BECOME ELIGIBLE T®ARTICIPATE IN THE SEVERANCE PLAN AND YOUR
AGREEMENT TO THE ACKNOWLEDGEMENT, RELINQUISHMENT AR RELEASE SET FORTH ABOVE BY PRINTING,
SIGNING, DATING AND RETURNING ONE COPY OF THIS MEM®@S SOON AS POSSIBLE, AND NO LATER THAN MARCH 24,
2006. You should send the memo via inter-officelteaihe attention of Craig Whipple, Department 986to Melinda Graves, Department
948. You should retain a copy for your records.

If you have any questions regarding the Severatared? your eligibility to participate in it, pleaslo not hesitate to call me, Cynthia Per-Lee
or Beth Johnston as soon as possible.

ACKNOWLEDGEMENT, RELINQUISHMENT AND RELEASE:

Signature

Name (Please print)

Date



EXHIBIT 10.15(d)
[DELTA AIR LINES, INC. LETTERHEAD]

| hereby acknowledge that | am not a participargrig Delta Air Lines, Inc. severance plan or pragrand that | am not currently eligible for
any severance benefit under any plan or progrdbeha, including any benefits under any ExecutiwgdRtion Protection Agreement.

ACKNOWLEDGMENT, RELINQUISHMENT
AND RELEASE:

Signature

Name (Please print)

Date



EXHBIT 21.1

SUBSI DI ARI ES OF DELTA AIR LINES, | NC
AS OF DECEMBER 31, 2005

JURI SDI CTI ON OF | NCORPORATI ON OR

NAME OF SUBSI DI ARY ORGANI ZATI ON
Aero Assurance Ltd. Ver nont
ASA Hol di ngs, Inc. Ceorgi a
Comai r Hol di ngs, LLC Del awar e
Comair, Inc. Chi o
Comair Services, Inc. Kent ucky
Crown Roons, |nc. New Yor k
DAL Aircraft Trading, Inc. Del awar e
DAL d obal Services, LLC Del awar e
DAL Moscow, Inc. Del awar e
Delta AirElite Business Jets, Inc. Kent ucky

Delta Air Lines, Inc. and Pan
Anerican Wrld Airways, Inc. -

Unt er st ut zungskasse GVBH Cer many
Delta Air Lines Dublin Limted Irel and
Delta Air Lines Private Limited I ndia
Del ta Benefits Managenent, |nc. Del awar e
Del ta Connection Acadeny, Inc. Fl ori da
Delta Corporate ldentity, Inc. Del awar e
Delta Loyalty Managenent Services, LLC Del awar e
Del ta Technol ogy, LLC Ceorgi a
Delta Ventures 111, LLC Del awar e
Epsil on Tradi ng, Inc. Del awar e
Kappa Capital Managenent, Inc. Del awar e
New Sky, Ltd. Ber nuda
Song, LLC New Yor k

None of Delta's subsidiaries do business undemnanyes other than their corporate names, with th@wfimg exceptions
Comair, Inc. conducts business as Comair Southjrinslabama and Florida.

DAL Global Services, LLC conducts business as DAblal Services, Inc. in the following states: Alaskrizona, Missouri, New Jersey ¢
New Mexico.

Delta Technology, LLC conducts business as Deltzhiielogy, Inc. in the following states: Alabama,n@ecticut, Hawaii, Kansas,
Louisiana, Massachusetts, Michigan, Missouri, MoataNebraska, New York, North Carolina, North Dakd@hio, Oregon, Pennsylvania,
Tennessee, Texas, West Virginia and Wiscor



Delta Technology, LLC conducts business as Deltd_&ies Technology, Inc. in the following statedagka, Arizona, Arkansas, California,
Indiana, New Jersey, New Mexico, Oklahoma, and Mieg

Comair Holdings, LLC conducts business as Comaldidgs, Inc. in the state of Kentucky.



EXHIBIT 23.1
CONSENT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

We consent to the incorporation by reference ini®egion Statements No. 333-46904, 333-73856, BAB482, 333-122714 and 332811¢€
on Form S-8 of (1) our report dated March 27, 2f¥éting to the consolidated financial statemefhi@aita Air Lines, Inc. (which report
expresses an unqualified opinion on the Compamylisaidated financial statements and includes egitary paragraphs relating to the
Company's reorganization under Chapter 11 of thiediStates Bankruptcy Code and the Company'shatslicontinue as a going concern)
and (2) our report dated March 27, 2006 relatingnemagement's report on the effectiveness of iat@antrol over financial reporting,
appearing in this Annual Report on Form 10-K oftBdir Lines, Inc. for the year ended DecemberZi05.

/'s/ DELO TTE & TOUCHE
Atlanta, Ceorgia
March 27, 2006



EXHIBIT 31.1
I, Gerald Grinstein, certify that:
1. | have reviewed this annual report on Form 16f®elta Air Lines, Inc. for the fiscal year endBdcember 31, 2005;

2. Based on my knowledge, this report does notaioriny untrue statement of a material fact or dmnéttate a material fact necessary to
make the statements made, in light of the circuntgts.under which such statements were made, nistatisg with respect to the period
covered by this report;

3. Based on my knowledge, the financial statememid,other financial information included in théport, fairly present in all material
respects the financial condition, results of operatand cash flows of Delta as of, and for, theéogs presented in this report;

4. Delta's other certifying officer and | are resgpible for establishing and maintaining disclostoatrols and procedures (as defined in
Exchange Act Rules 13a-15(e) and 15d-15(e)) foteDeahd have:

(a) Designed such disclosure controls and procsgorecaused such disclosure controls and procsdorge designed under our supervision,
to ensure that material information relating totBgincluding its consolidated subsidiaries, is mkdown to us by others within those
entities, particularly during the period in whidtig report is being prepared;

(b) Evaluated the effectiveness of Delta's disaleswntrols and procedures and presented in th@treur conclusions about the
effectiveness of the disclosure controls and pros] as of the end of the period covered by #psnt based on such evaluation; and

(c) Disclosed in this report any change in Delitatsrnal control over financial reporting that oo@a during Delta's most recent fiscal quarter
that has materially affected, or is reasonablylyike materially affect, Delta's internal controlay financial reporting; and

5. Delta's other certifying officer and | have diised, based on our most recent evaluation ofriaterontrol over financial reporting, to
Delta's auditors and the Audit Committee of DelBosird of Directors (or persons performing the ealgint functions):

(a) All significant deficiencies and material weakses in the design or operation of internal cbotrer financial reporting which are
reasonably likely to adversely affect Delta's &pito record, process, summarize and report firdmeformation; and

(b) Any fraud, whether or not material, that invedvmanagement or other employees who have a s@mifiole in Delta's internal control
over financial reporting.

Date: March 27, 2006
/'s/ GERALD GRI NSTEI N
Gerald Grinstein
Chi ef Executive Oficer



EXHIBIT 31.2
I, Edward H. Bastian, certify that:
1. | have reviewed this annual report on Form 16f®elta Air Lines, Inc. for the fiscal year endBdcember 31, 2005;

2. Based on my knowledge, this report does notaioriny untrue statement of a material fact or dmnéttate a material fact necessary to
make the statements made, in light of the circuntgts.under which such statements were made, nistatisg with respect to the period
covered by this report;

3. Based on my knowledge, the financial statememid,other financial information included in théport, fairly present in all material
respects the financial condition, results of operatand cash flows of Delta as of, and for, theéogs presented in this report;

4. Delta's other certifying officer and | are resgpible for establishing and maintaining disclostoatrols and procedures (as defined in
Exchange Act Rules 13a-15(e) and 15d-15(e)) foteDeahd have:

(a) Designed such disclosure controls and procsgorecaused such disclosure controls and procsdorge designed under our supervision,
to ensure that material information relating totBgincluding its consolidated subsidiaries, is mkdown to us by others within those
entities, particularly during the period in whidtig report is being prepared;

(b) Evaluated the effectiveness of Delta's disaleswntrols and procedures and presented in th@treur conclusions about the
effectiveness of the disclosure controls and pros] as of the end of the period covered by #psnt based on such evaluation; and

(c) Disclosed in this report any change in Delitatsrnal control over financial reporting that oo@a during Delta's most recent fiscal quarter
that has materially affected, or is reasonablylyike materially affect, Delta's internal controlay financial reporting; and

5. Delta's other certifying officer and | have diised, based on our most recent evaluation ofriaterontrol over financial reporting, to
Delta's auditors and the Audit Committee of DelBosird of Directors (or persons performing the ealgint functions):

(a) All significant deficiencies and material weakses in the design or operation of internal cbotrer financial reporting which are
reasonably likely to adversely affect Delta's &pito record, process, summarize and report firdmeformation; and

(b) Any fraud, whether or not material, that invedvmanagement or other employees who have a s@mifiole in Delta's internal control
over financial reporting.

Date: March 27, 2006 /'s/ EDWARD H. BASTI AN
Edward H. Bastian
Executive Vice President and
Chi ef Financial Oficer



EXHIBIT 32
March 27, 2006

Securities and Exchange Commission
450 Fifth Street, N.W.
Washington, D.C. 20549

Ladies and Gentlemen:

The certifications set forth below are hereby sutedito the Securities and Exchange Commissiorupntso, and solely for the purpose of
complying with, Section 1350 of Chapter 63 of Titl of the United States Code in connection withftling on the date hereof with the
Securities and Exchange Commission of the AnnupbRen Form 1K of Delta Air Lines, Inc. ("Delta") for the fiscaglear ended Decemt
31, 2005 (the "Report").

Each of the undersigned, the Chief Executive Offared the Executive Vice President and Chief Firar@fficer, respectively, of Delta,
hereby certifies that, as of the end of the pecimered by the Report:

1. such Report fully complies with the requiremenftSection 13(a) of the Securities Exchange Ad384; and
2. the information contained in the Report fairhggents, in all material respects, the financialdition and results of operations of Delta.

/sl GERALD GRI NSTEI N
Name: Gerald Grinstein
Chi ef Executive O ficer

/'s/ EDWARD H. BASTI AN

Name: Edward H. Basti an
Executive Vice President and
Chi ef Financial Oficer



