
Report to The Legislative Commission on

Planning and Fiscal Policy

on

Metropolitan Airports Commission-

Northwest Airlines Negotiations

By
.Beverly Owen
Tzll Schultz
Senate Counsil & Research

March 27, 1992

This document is made available electronically by the Minnesota Legislative Reference Library 
as part of an ongoing digital archiving project. http://www.leg.state.mn.us/lrl/lrl.asp 



TABLE OF CONTENTS

INTRODUCTION

I. GENERAL OBLIGATION REVENUE BOND FINANCING . . . . . . . . . . . . . . . . . 1

A. GO BOND TERMS ... . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 1
General. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 1
Term. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .. . 2
Rate. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 3
Redemption 3
Security ,..................... 4
Reserve Requirement 4
MAC Loan ... ~ . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 5
Use of Bond Proceeds 6

B. GO BONDS RESOLUTION 6

C. GO FACILITIES PURCHASE AGREEMENT. . . . . . . . . . . . . . . . . . . . . . . 8
Purchase Agreement . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 8

O. GO LEASES.............................................. 9
General Terms 9
Payment Obligations 10
.Other Provisions . 11
Public Policy Covenants . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .. 12
EXHIBIT B: Headquarters and Employment Covenant . . . . . . . . . . . .. 14
EXHIBIT C: Noise Abatement Covenants . . . . . . . . . . . . . . . . . . . . . .. 16
GO Loans. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .. 18

E. GO MORTGAGES 19
GO Mortgaged Property 19
EXHIBIT 0: GO Mortgaged Property . . . . . . . . . . . . . . . . . . . . . . . . .. 19
EXHIBIT 0.1: MAC Financing Collateral Appraisals (145% Test) 22
EXHIBIT 0.2: MAC Financing (85% Test) . . . . . . . . . . . . . . . . . . . . . .. 23
General Covenants :...................... 25
Collateral Evaluation and Maintenance of Collateral Value . . . . . . . . . .. 27
Consent of Third Parties 28
Second Position GO Mortgages to State 29

F. GO APPRAISAL 31



G. DOCUMENTATION......................................... 32

H. COSTS 33

II. REVENUE BOND FINANCING 33

III. REICHGOTT AMENDMENT . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .. 33

IV. MERRIAM AMENDMENT 42

APPENDIX

EXHIBIT 1: Document List

EXHIBIT 2: Letter from U.S. Department of Transportation,
Federal Aviation Administration .

EXHIBIT 3: Bankers Trust Waiver

EXHIBIT 4: Defined Terms

EXHIBIT 5: GO Lease Rent Schedules

Schedule A: Basic Rent Payments
Schedule B: Required Bond Account Balance
Schedule C: Reimbursement Rent

EXHIBIT 6: Bond Redemption Schedules



INTRODUCTION

The Legislative Commission on Planning and Fiscal Policy voted December 16,
1991, to approve $390 million in Metropolitan Airports Commission (MAC)
bonding as part of the Northwest Airlines financing package authorized in 1991
Minnesota Laws, Chapter 350. As part of its motion to approve the bonding, the
legislative commission required that staff representing the Legislature monitor the
negotiations between the Metropolitan Airports Commission and Northwest
Airlines. The staff was directed to report back to the legislative commission
following the completion of the negotiations.

Numerous negotiation sessions were held on the MAC portion of the deal. Those
participating varied depending upon the topic of discussion. The chief negotiating
team on both sides included top level staff members from MAC and Northwest,
supplemented with outside counsel for each of the parties. Some sessions
included negotiators from· the state and some included representatives of Duluth,
Hibbing, and the Iron Range Resources and Rehabilitation Board (IRRRB). The
negotiators' work was officially completed on March 29, 1992, when the numerous
documents needed to cover all the legal aspects of the deal were signed.

This report is an attempt to inform legislators of how the negotiators· addressed
the requirements of the 18-page MAC term sheet and the legislative commission
amendments. Each of the terms is reprinted in this-report and followed by a
summary of language from the negotiated documents, or the actual language of
the documents. The term sheet language is in regular type, the negotiated
language is in boldface.



I. GENERAL OBUGATION REVENUE BOND FINANCING

TERM SHEET

A GO BOND TERMS

·1. General. Subject to compliance with the requirements of this Term Sheet, the
GO Bonds will be issued in one or more series in a principal amount of
$270,000,000. The proceeds of the GO Bonds will be principally utilized (i) to
purchase GO Facilities from NAI or NAI affiliates (which facilities will then be
leased back to NAI pursuant to GO Leases), and (ii) to refinance certain GO
Facilities pursuant to a purchase of NAl's leasehold interests in certain facilities
together with a lease back of such facilities to NAI under GO Leases (for the
same terms as the original leaseholds) and/or pursuant to GO Loans.

The principal amount of the GO Bonds applied to so purchase or refinance the
GO Facilities may not exceed 85 percent of the fair market value of the GO
Facilities as determined by GO Appraisal.

NEGOTIATED AGREEMENT

The Metropolitan Airports Commission (MAC) issued a preliminary official statement
March 17 and passed a bond resolution at its March 24 meeting for the sale of a single
series of taxable general obligation revenue bonds in the principal amount of$270 million.
The proceeds are to be used to 1) finance the acquisition of certain flight training facilities
and related property owned by Northwest Aerospace Training Corporation. Northwest
Airlines. Inc. (NATCO). and NWA Inc. (NAI); (2) acquire certain machinery and equipment
owned by NAI consisting of maintenance docks. cranes and hoists and ground power
systems located at the Minneapolis-Sl Paul International Airport, and 3) refinance certain
leasehold interests of NAI or NWA with respect to Building F. Sun Country Hangar,
Building C and the Gold Concourse located at the Minneapolis-5t. Paul International
Airport. (MAC Bond Resolution. Section 1.01)

The purchase price for the NATCO property and the airport equipment is not more than
$245.140.000 and the fair market value of the property is $290.400.000. according to the
MAC Bond Resolution. Therefore. the purchase price is 84.4 percent of the fair market
value. (MAC Bond Resolution. Section 1.08. j.)



The portion of the bonds attributable to the financing or refinancing of the Airport Leases
is not more than $24,860,000 and the fair market value of the Airport Leases is
$29,450,000, according to the MAC Bond Resolution. Therefore, the portion of the bonds
applied to refinance the GO Facilities is 84.4 percent of the fair market value. (MAC Bond
Resolution, Section 1.08, k.)

The total amount of the GO Bonds applied to purchase or refinance the GO Facilities is
$270 million or 84.4 percent of the total fair market value of the facilities - $319,850,000.
(Exhibit 0.2, page 23.)

TERM SHEET

2 Term. Each series of GO Bonds will mature over a term of approximately 30 years.
It is expected that most of the principal on the GO Bonds will be scheduled to
mature later than most of the principal on the Revenue Bonds, and the MAC Loan
to achieve a level overall debt service schedule to the extent reasonably possible
consistent with the other terms and conditions hereof. Principal on the GO Bonds
will be payable annually (or more frequently if acceptable to MAC and NAI), either
through serial maturities or sinking fund redemptions.

NEGOTIATED AGREEMENT

The $270 million bond issue, Series 9, has two maturity dates: Janumy 1, 2010 for
$58,545,000, and Janumy 1, 2022 for $211,455,000, according to MACs bond resolution and
the bond issue preliminary official. statement. The bonds are payable annually through
mandatory sinking fund redemptions.
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TERM SHEET

3. Rate. The GO Bonds will be issued as taxable fixed-rate instruments provided that
with the approval of NAI and MAC and upon terms acceptable to MAC, a portion
of the GO Bonds may be issued as variable rate instruments for all or part of the
term. The GO Bonds will bear interest payable semi-annually or at such other
times as acceptable to NAI and MAC.

NEGOTIATED AGREEMENT

The MAC Bond Resolution provides that the taxable, fixed-interest rate bonds will bear
interest at a weighted average coupon rate not exceeding 9.5 percent per annum. (MAC
Bond Resolution, Section 3.03) The bonds will bear interest from April 1, 1992, payable on
July 1, 1992, and semiannually thereafter on January 1 and July 1 of each year. (MAC Bond
Resolution, Section 201; bond preliminary official statement, page 2) The actual interest
rates are $58,545,000 at 8.6 percent due January 1, 2010 and $211,455,000 at 8.95 percent
due January 1, 2022

TERM SHEET

4. Redemption. GO Bonds are subject to redemption at the option of MAC and NAI
under certain circumstances at par plus a market premium. GO Bonds are subject
to extraordinary redemption at the option of MAC at par or at par plus a market
premium under certain specified circumstances.

NEGOTIATED AGREEMENT

The MAC Bond Resolution and MAC bond issue preliminary official statement both contain
the provision for early redemption ofthe bonds by the Commission. The resolution contains
a schedule and the prepayment premium to be paid for the early redemption. (MAC Bond
Resolution, Section 3.02) See Exlnbit 6 in the Appendix for the schedule.
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TERM SHEET

5. Security. The obligations of NAI on the GO Leases and GO Loans shall be
secured by GO Mortgages given by NAI on the GO Facilities and such other
collateral as is necessary to meet the GO Collateral Requirement.

The GO Bonds will be secured by the general obligation pledge of MAC. If
recommended by the Underwriters and if acceptable to MAC and NAI, the GO
Bonds may also be secured by (i) a pledge of the net rental income under the GO
Leases, (ii) a pledge of debt service payments on the GO Loans, and (iii) a pledge
of the GO mortgages. The GO Leases will be triple-net leases. The quarterly GO
Lease rental payments and the quarterly GO Loan debt service payments will be
in a combined amount sufficient to pay debt service on the GO Bonds.

NEGOTIATED AGREEMENT

Northwest Airlines, Inc. has provided mortgages on GO Facilities and provided other
collateral to secure the leases and loans. For a list of the GO mortgaged property and
collateral, see ''E. GO MOrtgages," page 19.

The $270 million bond issue is secured by the general obligation pledge of MAC, in addition
to lease rentals and other revenues of the Commission. Attached find copies of the
schedules for quarterly GO Lease rental payments as Exlnbit 5 in the Appendix.

TERM SHEET

6. Reserve Requirement. The reserve requirement shall be the amount authorized
under MAC's enabling legislation (i.e., approximately equal to the debt service on
the GO Bonds in the next following 27 months (the "GO Reserve Requirement")).

NEGOTIATED AGREEMENT

Provisions for a 27-month reserve are contained in the MAC Bond Resolution (Section 6)
and the bond preliminary official statement (pages 10-11).
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TERM SHEET

7. MAC Loan. Concurrently with the issuance of the GO Bonds, MAC will loan to
NAI an amount sufficient to (i) fund initially the GO Reserve Requirement and (ii)
pay the costs of issuance in connection with the GO Bonds and other costs related
thereto (hereinafter "MAC Loan"). The purpose of the MAC Loan is to assure
that, to the fullest extent possible, the entire $270,000,000.00 of gross GO Bond
proceeds will be available to purchase or refinance GO Facilities as more fully
described in Paragraph II(A) (8) below. The MAC Loan will be in an amount of
between $35,000,000.00 and $45,000,000.00 and will be repaid over the twenty year
period immediately following the making of the MAC Loan in equal quarterly
payments based on a twenty-year amortization at an interest rate equal to the
interest rate on the GO Bonds. The obligations of NAI on the MAC Loan shall be
secured by GO Mortgages given by NAI on such collateral as is necessary to meet
the GO Collateral Requirement. In connection with the closing of the MAC Loan,
NAI shall deliver to MAC the MAC Loan documents ("MAC Loan Documents").
The MAC Loan Documents shall include, without limitation, a promissory note and
shall contain the terms and conditions pertaining to GO Leases described below in
Paragraph II (D).' Further, NAI shall execute and deliver a mortgage in favor of
MAC securing repayment of the MAC Loan in form and content satisfactory to
MAC and shall pay all costs, including mortgage registration tax, in connection
therewith.

NEGOTIATED AGREEMENT

The Metropolitan Airports Commission on January 21, approved the issuance of $45 million
in general obligation bonds, under its existing bonding authority under Minnesota Statutes
Section 473.667, to replenish its construction fund The MAC used money from the
construction fund to make the $45 million loan to NAI to fund the reserve requirement and.
issuance costs of the $270 million GO bond issue. The rent payable under the financing
leases includes a reimbursement rent component which constitutes the return of the $45
million loan. The leases include a schedule for repayment of the loan in quarterly payments
to MAC over 20 years (See Exlnbit 5, Schedule C). The Collateral Agreement provides
that NAI maintain and keep subject to a senior lien in favor of MAC, collateral with an
aggregate fair market value of not less than the applicable percentage of the sum of (i) the
Undefeased GO Bonds Balance minus the Series 9 Bond Account Balance (as defined in
the Leases) allocated to principal (or if greater, the Basic Rent Balance) from time to time
outstanding, plus (ii) the amount of the Reimbursement Balance from time to time
remaining unpaid plus (iii) the Replacement Balance (such amount, as it may be adjusted
from time to time hereunder, the "Collateral Value Requirement''). [COllATERAL
AGREEMENT, ARTICLE 1]
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TERM SHEET

8. Use ofBond Proceeds. The bond proceeds will be utilized to purchase or refinance
GO Facilities, resulting in the creation of GO Leases and GO Loans, as described
in Paragraph (ll) (A) (1) above

NEGOTIATED AGREEMENT

The proceeds are to be used to 1) finance the acquisition of certain flight training facilities
and related property owned by Northwest Aerospace Training Corporation, Northwest
Airlines, InC., and NWA INC.; 2) acquire certain machinery and equipment owned by NAI
consisting of maintenance docks, cranes and hoists and ground power systems located at the
Minneapolis-8t. Paul International Airport, and 3) the refinancing of certain leasehold
interests of NAI or NWA with respect to Building F, Sun Country Hangar, Building C and
the Gold Concourse located at the Minneapolis-8t. Paul International Airport. (MAC Bond
Resolution, Section 1.01)

TERM SHEET

B. GO BONDS RESOLUTION

The GO Bonds will be authorized and issued and the security provisions with respect
thereto will be provided for pursuant to a GO Bonds Resolution to be adopted by MAC
pursuant to applicable statutory authority. The GO Bonds Resolution will pledge the full
faith and credit and unlimited taxing power of MAC to the repayment of the GO Bonds
and, if applicable, will pledge and provide for the segregation and appropriation of the
net rental income derived from the GO Leases and the debt service from the GO Loans
to the payment of the GO Bonds on a parity with MAC's outstanding general obligation
revenue bonds. The GO Bonds Resolution will also provide for the terms and conditions
upon which the GO Bonds may be redeemed and additional bonds may be issued. H
MAC so desires, NAI will enter into an indenture of trust or collateral administration
agreement with respect to the GO Mortgaged Property pursuant to which a trust
company will act as a fiduciary for MAC to hold and administer the GO Mortgaged
Property and to assure compliance with the GO Mortgage provisions.

NEGOTIATED AGREEMENT

The Metropolitan Airports Commission passed its 31-page GO Bond Resolution, Resolution
No. 1477, at a special commission meeting on March 24, I p.m. The resolution, prepared
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in consultation with bond counsel, pledges the taxing power of the MAC to repayment of
the GO bonds. (MAC Bond Resolution, Section 103, Page 2). The resolution outlines the
terms and conditions upon which the GO bonds may be redeemed (Section 3.02) and
additional bonds may be issued (Section 7). The collateral agreement permits MAC to enter
an.indenture of trust or collateral administrator agreement, but does not require it to do so.
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TERM SHEET

C. GO FACILITIES PURCHASE AGREEMENT

1. Purchase Agreement. MAC will acquire the GO Facilities for cash, pursuant to a
sale-leaseback arrangement. The purchase agreements pursuant to which these GO
Facilities will be acquired by MAC shall contain terms acceptable to MAC
concerning title, closing documents, representations and warranties (including
without limitation suitable environmental representations and warranties), and other
such matters as are customarily addressed in purchase agreements for similar assets.
Pursuant to the enabling legislation, the purchase price may not exceed 85% of the
fair market value of the GO facilities being acquired as determined by the GO
Appraisal.

NEGOTIATED AGREEMENT

MAC has acquired the GO Facilities for a purchase price of $270,000,000, pursuant to a
sale-leaseback arrangement. Three separate purchase and sale agreements have been
executed between the following parties: MAC and NWA, InC., MAC and Northwest
Aerospace Training Corporation (NATCO), and MAC and Northwest Airlines, Inc. The
purchase and sale agreements provide for:

(1) the purchase and sale of the property;

(2) the submission of contracts, permits, licenses, certificates, insurance, uec and tax
lien searches, and leases to the purchaser;

(3) the delivery of a title insurance policy, current survey, and reinsurance proposal to
the purchaser;

(4) seller representations and warranties, including the seller's representation that the
~ller has kept and maintained the facilities in compliance with the environmental
laws;

(5) purchaser representations and warranties;

(6) the purchaser's access to information concerning the seller's book and records;

(7) the seller's conduct of business and action to be taken before the closing;

(8) closing conditions; and

(9) the survival of representations and warranties -and indemnification.

Based upon the collateral appraisals performed by Airline Economics and Marquette
Partners, the purchase price is equal to 84.4 percent of the fair market value of the GO
Facilities. [EXHIBIT Dol]
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TERM SHEET

D. GO LEASES

1. General Terms. The GO Facilities will be leased to NAI (or a third party
acceptable to MAC) pursuant to the GO Leases. To the extent NAI is not the
lessee under a GO Lease, NAI will guaranty the performance of the lessee's
obligations thereunder. Any GO Leases relating to the Airport Facilities (other
than Airport Facilities owned by NAI) shall be true leases. At the option·of NAI
and on the terms acceptable to MAC, any GO Leases relating to the NATCO
Facility and Airport Facilities owned by NAI may be either true leases or financing
leases for tax purposes pursuant to which NAI will have the option to purchase the
leased facilities for a nominal or other mutually agreeable consideration upon
expiration of the lease term and retirement of the GO Bonds issued with respect
thereto. If NAI elects to structure such leases as financing leases, then NAI shall
execute mortgages in form and content satisfactory to MAC and shall pay all costs,
including mortgage registration tax, in connection therewith. The foregoing
provisions of this paragraph relating to structuriilg GO Leases on Airport Facilities
owned by NAI as financing leases are subject to the need to fully preserve and
retain the rights and benefits of MAC under existing leases on such Airport
Facilities and do not constitute in any way a commitment on the part of MAC to
revise the provisions of or extend the terms of such existing leases. NAI will have
the right to direct MAC to exercise any option or options MAC may have to call
the GO Bonds for redemption under certain circumstances; provided NAI provides
sufficient funds to pay the redemption price. The GO Leases will terminate or be
subject to termination at NAI's option upon retirement or defeasance of the GO
Bonds. NAI may elect at any time to prepay the GO Bonds in accordance with
their terms or cause them to be defeased by depositing cash or securities with MAC
in an amount acceptable to MAC. MAC shall be the lessor under all GO Leases.

NEGOTIATED AGREEMENT

The GO Facilities have been leased to NWA, Inc., Northwest Aerospace Training
Corporation (NATCO), and Northwest Airlines, Inc. Three facilities and equipment lease
agreements have been executed between the three entities and MAC. For tax purposes, the
transaction provided for in the purchase agreement and in the lease agreement is recognized
by the· parties and intended to constitute a financing arrangement such that NWA and
affiliates are considered the owner of the premises and other personal property. [LEASE
AGREEMENT, Recitals, 7th paragraph] A mortgage and security agreement and fixture
financing statement has been executed between NWA, Inc. and MAC. The agreement
provides that NWA, Inc. assumes responsibility for, and agrees to pay and discharge, and
holds harmless and indemnifies on an after-tax basis the MAC against all taxes.
[MORTGAGE AND SECURITYAGREEMENT, Section 2.4, Taxes] NWA, InC., NATCO,
and Northwest Airlines, Inc. have the option to purchase the facilities. Once the purchase
price is paid to MAC, the agreements terminate and the MAC must convey its rights to
NAI. The lease agreement defines "purchase price" as prepayment of both the
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reimbursement rent and the basic rent in whole. [lEASE AGREEMENT, Article XIX,
Sections 19.2 and 19.3] The agreement authorizes NAI to prepay basic rent in whole or in
Part. [lEASE AGREEMENT, Article XIX, Section 19.1]

TERM SHEET

2 Payment Obligations. The GO Leases will be triple-net leases whereby NAI will be
obligated to pay all costs of operation and maintenance with respect to the GO
Facilities leased thereby and pay additional quarterly net rentals sufficient, when
aggregated with quarterly debt service payments on the GO Loans and with interest
income and amounts deposited to meet the GO Reserve Requirement and other
trusteed funds, to pay the debt service on the GO Bonds issued with respect thereto
as such debt service payments come due. If acquired as GO Facilities, ground rents
currently payable by NAI to MAC on the Airport Facilities and base rents currently
payable by NAI to MAC with respect to Buildings B, C and the Gold Concourse
shall not be included in determining the level of additional revenues required from
NAI (whether from additional rents on the GO Leases or debt service on the GO
Loans) to pay the' debt service on the GO Bonds. All fees to Alfred Checchi &
Associates shall be subordinated to payment obligations under the GO Leases GO
Loans. All obligations of NAI or NAI affiliates under the GO Leases and GO
Loans shall be guaranteed by NAI parent and subsidiary affiliates, including,
without limitation, NWA, Inc. and Wings Holdings, Inc. In addition, the GO Leases
and GO Loans shall provide that NAI shall maintain its existence and not merge
or sell substantially all of its assets unless (i) the resultant transferee or entity has
at least substantially the same net worth as NAI, (ii) any new entity assumes all
obligations of NAI under the GO Leases and GO Loans and (iii) no defaults
otherwise result from the transaction. Liquidated damages will be payable for a
breach of certain covenants made for the benefit of MAC.

NEGOTIATED AGREEMENT

The three facilities and lease agreements are net leases and require the lessee to keep the
premises clean and in good condition and repair and perform all maintenance at the
Lessee's sole cost. [lEASE AGREEMENT, Article IV and Article VlI, Section 7.2] The
agreement requires the lessee to pay to "the l~r, beginning May 10, 1992, quarterly
installment payments on February 10, May 10, August 10, and November 10 for deposit in
the Lessor's Series 9 Bond Account established under the Bond Resolution of the Basic
Rent specified in schedule A [lEASE AGREEMENT, Article Ill, Section 3.1] A separate
guaranty has been executed by each of the following entities: Wings Holdings, Inc.; NWA
Inc.; Northwest Airlines, Inc.,; and NATCO. Each guaranty is in favor of MAC as security
for the obligations of each guarantor. Each guarantor agrees that the guaranty must remain
in full force and effect and be binding upon the guarantor until the obligations are paid in
full. (Guaranty, page 1, paragraph 4, and representation and warrants, page 3, item 6). The
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subordination agreement executed between Alfred Checchi Associates, Inc. and the MAC
subordinates the payment of all obligations to Alfred Checchi Associates, Inc. to the
payment and performance of the MAC obligations. In addition, all transactions between the
lessee and Alfred Checchi Associates, Inc. must be on terms no less favorable to the lessee
than would be available in an arms-length transaction on commercially reasonable terms.
[LEASE AGREEMENT, Article xx, Section 20.2, Paragraph 0)] The master financing
agreement, executed by the state, Northwest Airlines, Inc., NWA, Inc., and Wings Holding
Inc., includes representations by all parties that the agreement constitutes a valid and binding
obligation of each party. [MASTER FINANCING AGREEMENT, 1.a.(3); 1.b.(2); 1.c.(2);
and 1.d(2)] The lease agreement prohIbits the lessee from consolidating with or merging
into another person unless: (1) the lessee gives the lessor 30 days' notice; (2) the resulting
entityhas, immediately following the consolidation or merger, at least 90 percent of the same
net worth as the lessee immediately preceding the consolidation or merger; (3) the resulting
entity assumes in writing satisfactory to the lessor not later than the date of the consolidation
or merger all obligations of the lessee; and (4) no default or event of default exists
immediately before and after the consolidation and merger. [LEASE AGREEMENT,
Article xx, Section 20.2, Paragraph (c)] Prepayment requirements relating to a breach of
the noise, employment, or hub covenant are provided for in the lease agreement reproduced
on pages 36 to 40. [LEASE AGREEMENT, Article XXI, Section 21.4]

TERM SHEET

3. Other Provisions. MAC and NAI will have rights and obligations consistent With
customary sale-leaseback transactions.

NEGOTIATED AGREEMENT

The lease agreements provide that to the extent that rent to be paid relates to the
refinancing of real property· owned by the lessor and leased to the lessee, the leases
constitute revenue agreements related to the refinanced properties. The lease agreements
further provide that although the transaction is in the form of a sale-leaseback, the parties
recognize the substance of the transaction is a financing with the lessor as the lender and
the lessee as the borrower. [LEASE AGREEMENT, Recitals, Paragraph 7]

The lease agreemeilts include the following terms and conditions:

(1) the lessee is leasing the equipment in "as is" condition;

(2) rental payments will be made by the lessee;

(3) the lessee is required to maintain and service the equipment at lessee's own
expense;
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(4) the lessee assumes responsibility for and agrees to pay all taxes;

(5) the lessee agrees to effect all required insurance at no cost and expense to the
lessor at all times during the term of the agreement for the benefit of the lessor and
lessee;

(6) the lessee will comply with all laws of governmental entities having jurisdiction over
the equipment;

(7) a description of events of default; and

(8) required financial statements, reports, and filings.

TERM SHEET

4. Public Policy Covenants.
(i) I inkage. MAC will agree to issue the GO Bonds upon (a) compliance with the

terms and conditions of this Term Sheet, (b) execution ofleases (or commitments
with respect thereto acceptable to MAC) relating to the bonds ("State Bonds") to
be issued by the State of Minnesota ("State") to finance the Airbus Maintenance
Facility in Duluth ("Airbus Maintenance Facility") and the Engine Repair Facility
in HIbbing ("Engine Repair Facility") pursuant to the Duluth Term Sheet and
Hibbing Term Sheet, respectively, (c) the pledge by NAI to MAC of the $100
million of international routes ("State Collateral") referenced in the Duluth Term
Sheet and the HIbbing Term Sheet ($65 million with respect to Duluth and $35
million with respect to HIbbing) on terms and conditions acceptable to MAC if no
portion of State Bonds has then been issued (it being agreed that MAC will
subordinate its first lien position in the Additional Collateral at such time as the
State Bonds are issued), (d) finalization between MAC and the State of an
appropriate Intercreditor Agreement relating to the second position of the State on
certain of the GO Mortgages, and (e) the receipt by MAC of written assurances
acceptable to MAC that the effectuation of the Financing will not adversely affect
existing or future federal airport funding sources. All NAI obligations relating to
the GO Bonds, including without limitation GO Leases, GO Loans, the MAC.Loan
and related security documentation, shall be (a) cross-defaulted with the NAI
obligations to the State of Minnesota relating to the Airbus Maintenance Facility
and the .j3ngine Repair Facility and (b) for so long as the State of Minnesota
maintains· a subordinate lien on the GO Mortgaged Property (as more fully
descnbed in Paragraph ll(E)(5) hereof), further secured by a second lien on the
collateral granted by NAI to the State to secure repayment of the NAIobligations
relating to such facilities. In the event the Airbus Maintenance Facility or the
Engine Repair Facility are not undertaken and completed, then such event shall
constitute a default under the GO Leases and GO Loans and related documents.
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NEGOTIATED AGREEMENT

The state agreements were executed and delivered on March 29, 1992. The MAC
agreements were executed and delivered on March 29, 1992. The security agreement
entered between Northwest Airlines, Inc. and the MAC provides for a grant of security
interests to MAC, in the pledged state international routes equal to $110,000,000 (value
appraised by Airline Economics). The MAC and the state have executed a Subordination
and Intercreditor Rights Agreement. Article IT of the Agreement relates to the grant of
subordinated liens on the MAC collateral to the state and the grant of subordinated liens
on the state collateral to the MAC. A letter from the General Counsel of the United States
Department of Transportation, Federal Aviation Administration, to the General Counsel of
the MAC addresses the requirement that MAC receive written assurances that the
effectuation of the financing will not adversely affect existing or future federal airport
funding sources. (See ExhIbit 2) [also see PURCHASE AGREEMENT, Article VII,
Section 7.3]

The master financing agreement provides that NAI, NWA, and Wings agree that the state
is considered a beneficiary ofeach and every transaction document and MAC document and
is entitled to enforce any obligations of NAI, NWA, or Wings thereunder or seek any other
available remedy as though the state were an express signatory and to the same extent as
any other party to the document. [MASTER FINANCING AGREEMENT, Paragraph 17]

The lease agreement provides that an event of default byNAI under the Duluth or HIbbing
lease or a default by NAI under either the Duluth or HIbbing facility development
agreement is an event of default under the lease agreement. [lEASE AGREEMENT,
Article XIV, Section 14.1, Paragraphs (1) and (m)]

TERM SHEET

(ii) Headquarters and Employment. NAI shall deliver the headquarters and
employment covenant attached hereto as Exhibit B.
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EXHIBIT B
HEADQUARTERS AND EMPLOYMENT COVENANT

NAI covenants and pledges:

a. In order to satisfy the statutory requirements concerning the retention of employment,
operations and facilities, it and its affiliates will employ personnel in the Minneapolis-St.
Paul metropolitan area and the State of Minnesota at substantially the level that existed
as of the date of the MAC Bonds;

b. It will cause personnel to be employed at the Duluth and Hibbing Facilities, upon their
respective completion and full operation, at substantially the following levels, respectively,
1,000 and 500 persons; and

c. It will maintain its corporate headquarters in the Minneapolis-St. Paul metropolitan area.

The foregoing covenants shall not be deemed to prevent NAI or its affiliates:

i) from moving particular categories of employment or the facilities or operations
associated therewith (other than corporate headquarters) from Minnesota, provided
the required employment levels are maintained; or

ii) from reducing or changing its Minnesota employment, operations or facilities (other
than the location of its corporate headquarters) in response to force majeure, business
conditions, technology changes or statutory or regulatory changes; provided, except
to the extent prohIbited by applicable law and contractual obligations, NAI will use
its best efforts to cause any such reductions or changes in Minnesota to be
substantially proportional to the comparable reductions or changes occurring
elsewhere, taking into account the category and character of employment, facility or
operation.

"Corporate headquarters" means the principal office of NAI from which its business is
conducted and the principal office of the chief executive officer of NAI.

"NAI" means Northwest Airlines, Inc. and any successor tenant under the GO Leases.

NEGOTIATED AGREEMENT
(actual agreement language)

"21.2 EmplQYlD.ent and Headquarters. Lessee agrees that it shall, and shall cause its
Affiliates, NATCO and NWA with respect to employment and corporate
headquarters:
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(a) (Overall Employment) To cause Affiliated Employees to be employed in the
Minneapolis-8t. Paul metropolitan area and the state of Minnesota at substantially
the level existing as of February 29, 1992, (which was 17,883 persons) (calculated
annually); provided, however, Duluth employees at the Duluth facility and HIbbing
employees at the HIbbing facility shall not be included in determining compliance
with this provision 21.2(a);

(b) (Duluth Employment) To cause to be employed at the Duluth facility Duluth
employees at substantially the following levels: (i) not less· than 300 Duluth
employees not later than June 30, 1995; (ii) after June 30, 1995 until the effective
date in (iii) below, an annually increasing number of Duluth employees and for any
day, not less than the number of Duluth employees that were employed on any
preceding day and in no event less than 300 Duluth employees; and (iii) not less
than 1,000 Duluth employees not later than three (3) years after the Duluth facility
becomes operational or June 30, 1998, whichever first occurs, and to maintain at
least such level of employment (calculated annually thereafter);

(c) (HIbbing Employment) To cause to be employed at the HIbbing facility HIbbing
employees at substantially, the following levels: (i) not less than 200 HIbbing
employees not later than September 30, 1995; (ii) after September 30, 1995, until
the effective date in (iii) below, an annually increasing number of HIbbing
employees and for any day, not less than the number of HIbbing employees that
were employed on any preceding day and in no event less than 200 HIbbing
employees; and (iii) not less than 500 HIbbing employees not later than three (3)
years after the HIbbing facility becomes operational or June 30, 1998, whichever
first occurs, and to maintain at least such level of employment (calculated annually
thereafter); and

(d) (Headquarters) To maintain the corporate headquarters ofNAI in the Minneapolis
St. Paul metropolitan area.

Section 21.2(a)-(d) above shall not be deemed to prevent Lessee or its affiliates:

(i) from moving .particular categories of employment or the facilities OF operations
associated therewith (other than NAI's corporate headquarters) from Minnesota,
provided the required employment levels are maintained; or

(ii) from reducing or changing its Minnesota employment, operations or facilities (other
than $e location of NAI's corporate headquarters) in response to force majeure,
business conditions, technological changes or statutory or regulatory changes;
provided, except to the extent prohIbited· by applicable law or contractual
obligations, NAI and NWA will use their best efforts to cause any such reductions
or changes in Minnesota employment, operations, or facilities to be substantially
proportional to the comparable reductions or changes occurring elsewhere in its
domestic business locations, taking into account the category and character of
employment, facility, or operation.
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Lessee represents as of the date of this agreement that it intends that the Duluth facility and
the HIbbing facility when operational shall employ, respectively, Duluth employees and
HIbbing employees performing the particular functions and subject to the particular ranges
of compensation descnbed in attachments 1 and 2 hereto." (Facilities and Equipment Lease
Agreement between MAC and Northwest Airlines, Inc.)

TERM SHEET

(iii) Noise Abatement NAI shall deliver the noise abatement covenant attached hereto
as Exhibit C.

EXHIBIT C
NOISE ABATEMENT COVENANTS

NAI shall agree with respect to noise abatement at the Minneapolis-St. Paul International
Airport (the "Airport"), as follows:

(1) to consent to provide its proportionate share of air carrier funding for soundproofing,
purchase assurance and other off-airport noise compatibility programs of not less than
$2,000,000 per year beginning in 1994 through termination of the scheduled air carrier
use and lease agreement;

(2) to guarantee that it will accept a delivery of not less than $390,000,000 of Stage 3
aircraft in 1992;

(3) to limit the proportional utilization of Stage 2 aircraft at the Airport (calculated on an
annualized basis) beginning in 1992 to be no more than the proportional utilization of
Stage 2 aircraft throughout NAI's domestic system, and in addition not to increase the
Stage 2 proportional utilization at the Airport in any year above the prior year's
utilization, beginning in 1993; and

(4) to agree to an 11:00 p.m. to 6:00 a.m. curfew, for scheduled passenger flights of Stage
2 aircraft scheduled to arrive or depart during such time period.

NEGOTIATED AGREEMENT
(actual agreement language)

"21.1. Noise. Lessee agrees that it shall, with respect to noise abatement at the airport:

(a) consent to provide its proportionate share of air carrier funding for soundproofing,
purchase assurance and other project costs for off-airport aircraft noise costs ofnot
less than $2,000,000 per year, beginning in 1994 through the date of termination of
the scheduled airline operating agreement and terminal building lease;
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(b) accept delivery of stage 3 aircraft in 1992 having an aggregate purchase price ofnot
less than $390,000,000;

(c) (i) limit its proportional utilization of Stage 2 aircraft at the airport beginning in
calendar year 1992 (calculated on an annualized basis) to no more than the
proportional utilization of Stage 2 aircraft throughout NAI's domestic system, and
(ii) not increase its proportional utilization of Stage 2 aircraft at the airport in any
calendar year above the prior calendar year's utilization, beginning in 1993 (as
compared with 1992 utilization); and

(d) comply with an 11:00 p.m. to 6:00 a.m. curfew at the airport for scheduled
passenger arrivals or departures of NAI Stage 2 aircraft during such time period.

Section 21.1(c) above shall not be deemed to prevent Lessee from increasing its proportional
utilization of Stage 2 aircraft at the airport in the event of force majeure." (Facilities and
Equipment Lease Agreement between MAC and Northwest Airlines, Inc.)

TERM SHEET

(iv) Financial Requirements and Covenants. An event of default and acceleration with
respect to the NAI leveraged buyout debt with Bankers Trust ("BT Debt") and
after retirement thereof with respect to any indebtedness of NAI in excess of
$500,000,000. ("Major Debt") shall constitute an event of default under the GO
Leases and GO Loans. All waivers and amendments with respect to such
indebtedness shall be in the sole discretion of the holders of such debt and shall be
binding on MAC. After retirement of the BT Debt and so long as no other Major
Debt is outstanding, NAI must maintain a "tangtble net worth" (to be defined,
taking into account market values of all assets, including rights in existing and
ordered aircraft and international route authority, and parent debt guaranteed or
secured by assets of NAI) of $1,000,000,000. In addition, NAI, NWA and Wings
Holdings, Inc. shall provide current, quarterly and annual reports to MAC modeled
after reporting requirements under the Securities Exchange Act of 1934, together
with reports evidencing compliance with required financial statement tests. Prior
to the issuance of the GO Bonds, NAI shall have obtained a waiver or modification
from Bankers Trust concerning the financial covenants associated with the BT Debt
that NAI is not currently meeting or is not expected to meet.

NEGOllATED AGREEMENT

The lease agreement provides that the occurrence of an event of default under either the
credit agreement among Bankers Trust Company and NAI or after payment and
performance of all obligations and liabilities under the Bankers Trust Agreement and its
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subsequent termination, any agreement under which NAI is obligated for at least
$500,000,000 or at least $500,000,000 is available to be borrowed (Major Debt Agreement)
and acceleration or demand for the full payment of the obligations or the obligations being
past due in full under either the Bankers Trust Agreement or a Major Debt Agreement
constitutes an event of default under the lease agreement (unless NAI is engaged in good
faith negotiations to extend the loan term and the lender is not pursuing its remedies under
the loan documents). [LEASE AGREEMENT, Article XIV, Section 14.1, Paragraph G)]
The lease agreement requires, so long as no major debt is outstanding, NAI to maintain a

tangible net worth of not less than $1,000,000,000 and to furnish the MAC with a certified
statement stating the tangIble net worth of NAI and a detailed calculation as of the end of
each calendar quarter. [LEASE AGREEMENT, Article xx, Section 20.2, paragraph G)]
The lease agreement requires NAI and affiliates to furnish MAC with U.S. Department of
Transportation Form 418, annual consolidated financial statements, quarterly unaudited
consolidated financial statements, and copies of press releases. At any time that NAI or an
affiliate is subject to the requirements of section 13(a) of the Securities Exchange Act of
1934, NAI or the affiliate must furnish MAC with the reports required to be filed under the
1934 act. [LEASE AGREEMENT, Article xx, Section 20.1, Paragraph (a)] The Bankers
Trust waiver was obtained by NAI on March 26, 1992. [Exlnbit 3]

TERM·SHEET

5. GO Loans. To the extent that any Airport Facility is refinanced in whole or in part
pursuant to a GO Loan, then NAI will deliver to MAC GO Loan documents ("GO LOan
Documents") with respect to such airport facility in lieu of or in addition to a GO Lease.
The GO Loan Documents shall include, without limitation, a promissory note and/or a
revenue agreement and shall contain the terms and conditions pertaining to GO Leases
descnbed above in this paragraph II(D). Further, NAI shall execute and deliver a
mortgage on such airport facility in form and content satisfactory to MAC and shall pay
all costs, including mortgage registration tax, in connection therewith.

NEGOTIATED AGREEMENT

The terms of the refinancing of the airport facilities are incorporated into the GO Lease
Agreements. [LEASE AGREEMENT, Recitals, Paragraph 7; and Article llI] .
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TERM SHEET

R GO MORTGAGES.

1. GO Mortgaged Property. The GO Mortgages will create a first mortgage lien on
and security interest in the GO Mortgaged Property. The GO Mortgaged Property
will have an Appraised Value in compliance with the GO Collateral Requirement
at all times. The GO Mortgaged Property will include some or all of the following:
(i) portions of NATCO Facility acquired with the proceeds of the GO Bonds (to
be valued at fair market value on an asset-by-asset basis and not on a going concern
basis); (ii) Airport Facilities consisting of BuildingsF, Building G and the Sun
Country Hangar to the extent acquired with the proceeds of the GO Bonds; (iii)
international routes; and (iv) spare aircraft and engine parts. All GO Mortgaged
Property shall be subject to MAC approval. The initial package of the GO
Mortgaged Property and other terms and conditions relating to the GO Mortgaged
Property are set forth on ExhIbit D attached hereto and are incorporated into this
Term Sheet by reference.

EXHIBIT D
GO MORTGAGED PROPERTY

GO BOND LOAN

The legislation requires that the loan amount for the General Obligation Bonds be no
greater than 85% of the fair market value of the facilities to be purchased. The following
represents the approach necessary to support the purchase price of $270 million:

NATCO Value as a going concern -
Other Airport Facilities (to be determined)
Total

85% ofFMV-

ACCEPTABLE COLLATERAL:

$280,000,000
38,000,000

$318,000,000

$270,300,000

1. NATCO
Simulators 
Computers
Parts
Equipment
Land/Building

Total:

$175.2
1.2
3.4
6.2

17.0*

$203.0 million

2. AIRCRAFT PARTS

McDonnell Douglas aircraft parts
and engine parts
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3. AIRPORTS FACILITIES*

Building F
Sun Country Hangar
Building G
Bldg B, C & Gold Improvements

Total

*Subject to completion of appraisal.

4. INTERNATIONAL ROUTES

Boston-London
Boston-Amsterdam
Boston-Frankfurt
Boston Glasgow

$14.0
2.7
.8

7.0

$ 24.5 million

Total Revenue through 9/30/91 $174.0

Revenue Multiple = 1.2

Collateral Value = $208.8 million

5. G.O. LOAN DEBT SERVICE RESERVE

Amount on deposit each October 1 which
represents principal payments due d,uring
the next 27 months.

1/1/92 amount =

TOTAL COLLATERAL

Amount to be collateralized:
(G.O. Bonds plus MAC loan)

Collateral % =

0.0

$476.3 million

$308 million

155%

Collateral requirement for funds borrowed by NWA from MAC will be a minimum of 145%
of the sum of (i) the outstanding principal balance on the G.O. Bonds and (ii) the
outstanding principal balance of the MAC Loan. MAC will reduce the actual collateral
percentage in effect by 5% for each consecutive full calendar year which NAI maintains an
investment grade rating from both Moody's and S&P on its senior unsecured debt, until the
collateral percentage reaches 135%. However, the collateral requirement would immediately
return to 145% if either S&P or Moody's rates any of NAI's unsecured senior debt at a level
lower than investment grade.
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At all times during the term of the loan all simulators owned or subsequently acquired by
NAI will be added as collateral within 30 days of the date of acquisition. Other collateral
may be added or deleted in the following priority order:

When additional collateral is needed:

1. Aircraft parts/engine parts
2. Other collateral acceptable to MAC

When collateral is reduced:

1. Airport Facilities.
2. Airport Building Contents.
3. International routes will be reduced until this category reaches 20% of the existing

collateral package. Routes may then be maintained, at NAI's option, at no more
than 20% of the collateral total for the balance of the lease term.

4. NATCO parts, computers and equipment.
5. NATCO Buildings and Land.
6. PARTS - NAI may keep a reasonable amount of aircraft or engine parts a~ part

of the collateral package to provide for necessary flexibility in arriving at the actual
collateral amount required.

7. NATCO Simulators - At such time as the percentage of collateral in the package
represented by simulators reaches 60%, as a result of reductions and substitutions,
NAI will then maintain simulators at that 60% level for the balance of the lease
term.

NEGOTIATED AGREEMENT

The mortgage and security agreement and financing statement executed by NWA, Inc., and
the MAC grants a security interest in the mortgaged property. (Security agreement,
paragraphs 1 and 2) Separate security agreements relating to engine parts, international
routes,· and other collateral have been executed by Northwest Airlines, Inc. and the MAC.
A separate security agreement has also been entered between NATCO and the MAC
relating to simulators and other NATCO property. The following exlnbits represent the
approach taken to meet the 145% collateral requirement and the 85% fair market value
test.
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EXHIBIT 0.1
MAC FINANCING COLLATERAL APPRAISALS (145% Test)

(in millions)

1) NATCO:
Simulators
Computers
Equipment
Simulator Inventory
Building and Real Estate

2) Spare Parts:
Pratt & Whitney

3) MSP Facilities: '
Building F
Sun Country Hangar
Building G
Building B & C
Improvements

4) International Routes:
Boston-London
Boston-Amsterdam
Boston-Frankfurt

. ~oston-Glasgow
Subtotal

TOT.AI.S .

As a Percentage of $315 Million Total Financing.....
151.2%
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Final
Value

$174.0
.8

6.2
3.4

12.5

196.9

50.9

9.0
3.0
o

7.0

19.0

209.5

$476.3



EXHIBIT 0.2
MAC FINANCING - 85% TEST

(in millions)

1) NATCO - Going
Concern Value

Exclusions:
Cash
Accounts Receivable
Prepaid Expenses

2) Airport Facilities - Going
Concern Value

Lease Value Write-ups
Conly
Gold

Building F

Sun Country Hangar

.002
2.282

.074

Final
Value

$280.0

4.95
804

13.0

3.1

Improvements at Buildings B & C

TOTAL AIRPORT FACILITIES

FMV of purchased assets

85% ofFMV

lOA

39.85

319.85

271.9

The collateral agreement executed by the MAC, Northwest Airlines, InC., NATCO, and
NWA, Inc., requires the maintenance ofcollateral with an aggregate fair market value ofnot
less than 145 percent of the sum of the undefeased GO Bonds Balance minus the Series 9
Bond Account Balance allocated to principal (or if greater, the Basic Rent Balance) from
time to time outstanding, plus the amount of the Reimbursement Balance from time to time
remaining unpaid plus the Replacement Balance.

The 145 percent collateral requirement is reduced to 140 percent during any continuous
period NAI and affiliates maintain an Investment Grade rating from both Moody's and S&P
on all of their senior unsecured debt which at any time had any rating from either of
Moody's or S&P after having continuously maintained the Investment Grade rating from
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both agencies for the entire then preceding calendar year. The 145 percent collateral
requirement is reduced to 135% during any continuous period NAI and affiliates maintain
an Investment Grade rating from both Moody's and S&P on all of their senior unsecured
debt which at any time had any rating from either of Moody's or S&P after having
continuousIymaintained an Investment Grade rating from both agencies for the entire then
preceding two calendar years.

H either S&P or Moody's rates any of the unsecured senior debt at a level lower than
Investment Grade, the collateral requirement immediately reverts to 145 percent.

For purposes of the collateral agreement, "Investment Grade" means a rating by S&P and
Moody's in one of their four highest rating categories or any future equivalent.

H the collateral value actually being maintained is less than the collateral value requirement,
NAI shall immediately cause additional collateral sufficient to meet the collateral value
requirement to become subject to a senior lien of a security agreement. The additional
collateral must be aircraft parts and engine parts or other collateral acceptable to MAC.

[COllATERAL AGREEMENT, Article 1, Sections 1.1 and 1.2]

Unless and until the collateral value of the NATCO simulators remaining subject to a senior
lien is greater than 80 percent of the total collateral value of all of the collateral remaining
subject to a senior lien, all NATCO simulators owned or subsequently acquired by NAI or
affiliates is immediately subject to a senior lien and must be perfected within 30 days of their
acquisition date.

H the collateral value of the NATCO simulators remaining subject to a senior lien is greater
than 80 percent of the total collateral value of all of the collateral remaining subject to a
senior lien, NAI may request the release of a NATCO simulator from the lien; provided that
if the release causes the collateral value of the NATCO simulators remaining subject to a
senior lien to be less than 80·percent, NAI must add aircraft parts or engine parts to the
senior lien having a collateral value equal to or greater than the difference between the
collateral value of the NATCO simulators remaining subject to the senior lien and the
amount which is equal to 80 percent of the total collateral value of all of the collateral
remaining subject to a senior lien. [COllATERAL AGREEMENT, Article 1, Section 1.5,
Paragraphs (a) and (b)].

H it is determined that the collateral value actually being maintained exceeds the collateral
value requirement, the collateral may be released in the following order:

(a) Airport Facilities.

(b) Airport Building Contents.

(c) International Routes.

(d) NATCO Parts, Computers, and Equipment.
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(e) NATCO Buildings and Land

(I) Aircraft Parts and Engine Parts.

(g) Simulators.

After liens on international routes have been released to the extent that the collateral value
of the international routes remaining subject to a senior lien is not greater than 20 percent
of the total collateral value of all of the collateral remaining subject to a senior lien, NAI
may request that additional international routes not be released prior to the release of other
types ofcollateral so long as the collateralvalue of the international routes remaining subject
to a senior lien is not greater than 20 percent of the total collateral value of all· of the
collateral remaining subject to a senior lien.

Liens on the NATCO simulators may be released only to the extent that, after the release,
the collateral value of the NATCO simulators remaining subject to a senior lien is equal to
the greater of 60 percent or the greater percentage, not in excess of 80 percent, as has been
reached as a result of additions, releases, or substitutions of collateral, of the total collateral
value of all of the collateral remaining subject to a senior lien.

[COllATERAL AGREEMENT, Article 1, Section 1.3]

TERM SHEET

2. General Covenants. The GO Mortgages will contain customary covenants with
respect to (i) the maintenance of the GO Mortgaged Property in appropriate
condition and working order, (ii) property and liability insurance, (iii) the payment
of all costs and claims with respect to the GO Mortgaged Property, including taxes
and other government assessments and charges, (iv) the observation of all
applicable laws and regulations, includingwithout limitation, environmental laws and
regulations, and (v) prevention and removal of all liens thereon other than the lien
of the GO Mortgages and other permitted encumbrances agreed to by MAC.

NEGOTIATED AGREEMENT

The mortgage and security agreement requires NAI, at NAI's sole cost and expense; (1) to
comply with all zoning ordinances, energy and environmental codes, building and use
restrictions and codes, any requirements with respect to licenses, permits, and agreements
necessary for the lawful use and operation of the premises; (2) to keep the premises clean
and in good condition and repair; and (3) to perform all maintenance. [MORTGAGE
AGREEMENT, Article 2, Section 2.2, Paragraph (a)]
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Pursuant to the mortgage agreement, NAI also agrees 10 pay all operating costs and
expenses of the mortgaged property, keep mortgaged property free from all liens, pay when
due all permitted indebtedness which may be secured by mortgage, and lien or charge on
the property. NAI also assumes responsibility for and agrees to pay all taxes, assessments,
and charges. [MORTGAGE AGREEMENT, Article 2, Sections 23 and 24, Paragraph (a)]

NAI agrees to provide at no cost and expense to MAC, at all times during the term of the
mortgage and for the benefit of NAI and the MAC the following insurance: general public
liability insurance, property insurance, workers' compensation insurance, boiler insurance if
applicable, sprinkler leakage insurance if a sprinkler system is located on the premises, and
other customarily obtainedinsurance. [MORTGAGEAGREEMENT, Article 3, Section3.1]

The sec1irity agreement executed between Northwest Airlines, Inc. and MAC requires NAI,
at its own expense, to maintain and service each item of equipment, inventory, and goods
in accordance with prudent industry practice and 10 maintain aircraft parts in as good
condition as when the same originally were delivered to NAI. [SECURITYAGREEMENT,
Article IT, Sections 29 and 210] The security agreement also requires NAI to maintain at
no cost and expense 10 MAC, the following types of insurance: physical loss and damage
insurance, general public liability insurance, workers' compensation insurance, and other
customarily obtained insurance. [SECURITY AGREEMENT, Article Ill, Section 3.1]

The security agreement executed between Northwest Airlines, Inc. and the MAC relating
10 international airline routes require NAI 10 preserve and keep in full force and effect its
existence and its material rights in and to use its international routes. [SECURITY
AGREEMENT, Article IT, Section 26]

The security agreement executed between NATCO and the MAC requires NATCO to
maintain and service equipment, inventory, and goods; maintain the insurance required
under the agreement; comply with all laws; and sign and deliver documents to MAC
establishing and maintaining a first priority security interest. [SECURITY AGREEMENT,
Articles I to ill] The collateral assignment oflease, security agreement, and fixture financing
statement requires NWA Inc. 10 comply with all codes, licenses, permits, and agreements;
keep the premises in good condition and repair; make all repairs and replacements, perform
all maintenance; keep the property free from all liens; pay all taxes; and provide the
insurance coverage for the benefit of MAC and NWA Inc. that is required under the
collateral assignment. [COllATERAL ASSIGNMENT, Articles I to ill]
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TERM SHEET

3. Collateral Evaluation and Maintenance of Collateral Value. The GO Mortgaged
Property will be appraised by the Appraisers pursuant to a GO Appraisal prior to
the issuance of the GO Bonds and thereafter as herein provided:

(i) The real property constituting the GO Mortgaged Property will be appraised prior
to issuance of the GO Bonds or prior to its date of substitution (if such substitution
is approved by MAC) and thereafter every three years; provided, however, that
NAI and MAC shall each have two additional options to appraise the real property
at such time over the term of the GO Bonds as they, in their discretion, may
determine.

(ii) The personal property constituting the original GO Mortgaged Property will be
appraised prior to the issuance of the GO Bonds and bi-annually thereafter as of
every second anniversary date of the GO Bonds; provided, however, that NAI and
MAC shall each have two additional options to appraise the personal property at
such time over the term of the GO Bonds as they, in their discretion, may
determine. Personal property substituted for other GO Mortgaged Property (if
such substitution is approved by MAC) shall be appraised prior to the date of
substitution and shall thereafter be subject to reappraisal as set forth in the
immediately preceding sentence.

NAI shall prepare and submit semi-annually and on each date on which collateral is
substituted a report itemizing each item of collateral and its value. NAI may substitute other
items of real or personal property for items of the GO Mortgaged Property, whether real
or personal property, provided the GO Collateral Requirement remains satisfied, and
provided MAC approves the substitution. Notwithstanding the foregoing, MAC shall not
unreasonably withhold its approval to collateral substitution so long as the procedures set
forth in Exhibit D relating to the provision of specified additional collateral to maintain the
GO Collateral Requirement are followed. All appraisals shall be by the Appraiser
appropriate to the item of property to be valued. NAI will add additional collateral within
thirty (30) days after each required appraisal to the extend necessary to satisfy the GO
Collateral Requirement. Costs of all Appraisals shall be the obligation of NAI; provided,
however, that the optional Appraisals referenced above shall be at the expense of the
requesting party.

NEGOTIATED AGREEMENT

The collateral agreement executed by MAC, Northwest Airlines, Inc., NATCO, and NWA
Inc., requires the collateral constituting the real property and fixtures to be appraised
immediately prior to the issuance of the GO bonds and every three years after, as of the
anniversary date of the GO bond issuance. MAC and NAI may each request two additional
appraisals of the real property collateral at such time over the term of the GO bonds as they
each, in their discretion, may determine. .
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Collateral constituting personal property must be appraised immediately prior to the
issuance of the GO bonds and every two years after, as of the anniversary date of the
issuance of the GO bonds. MAC and NAI may each request two addttional appraisals of
the personal property collateral at such time over the term of the GO bonds as they each,
in their discretion, may determine.

Property that is approved by MAC for substitution of other collateral must be appraised
immediately·prior to the date of substitution and is thereafter subject to reappraisal as
provided above as of the corresponding anniversary date of the issuance of the GO bonds.

NAI must prepare, at their expense, and submit to MAC within 30 days after each January
1 and July 1, a report itemizing each item of collateral and its fair market value as of such
January 1, and July 1. [COLLATERAL AGREEMENT, Article IT, Sections 22 and 2.3.]

NAI may, at their expense and with the written consent of MAC, which may be given or
withheld in its sole and absolute discretion, request the release from a lien upon substitution
of other collateral. The release may not be granted until: (a) the substitute collateral has
been appraised and established to have collateral value sufficient to at least equal the
collateral value requirement, and (b) NAI has taken actions as may be reasonably required
or requested by MAC to subject the substitute collateral to a senior lien.

Every appraisal must consist of one or more appraisals from an appraiser expert with
respect to the category of collateral to be appraised. [COLLATERAL AGREEMENT,
Article IT, Section 2.2, Paragraph (d)]

H the collateral value actually being maintained is less than the collateral value requirement,
NAI must cause additional sufficient collateral to become subject to a senior lien of a
security agreement within 30 days of being notified by MAC of the deficiency.
[COLLATERAL AGREEMENT, Article I, Section 1.2]

Except for optional appraisals, NAI agrees to pay transaction costs relating to the collateral
agreement, appraisal costs, and perfection of security interest costs.

TERM SHEET

4. Consent ofThird Parties. NAt shall obtain the consent of all required third parties,
as determined by MAC, with respect to the issuance of the GO Bonds, the release
of prior encumbrances on the GO Mortgaged Property, and the perfection of
security interests in the GO Mortgaged Property in favor of MAC.
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NEGOTIATED AGREEMENT

The mortgage agreement requires NAI to keep the mortgaged property free from all liens
and to pay when due all permitted indebtedness which may be secured by mortgage, lien,
or charge on the mortgaged property. [MORTGAGE AGREEMENT, Article 2, Section
23.]

In each of the security agreements cited below, NAI grants MAC a continuing security
interest of first priority in the collateral and mortgaged property; provides that all filings,
registrations, and recordings have been accomplished; and represents that there are no liens
on the collateral or mortgaged property. [NORTHWEST AIRLINES/MAC SECURITY
AGREEMENT: Article I, Section 1.1, and Article II, Sections 2.1 and 22; NWA,
INC./MAC SECURITY AGREEMENT: Article I, Section 1.1, and Article II, Sections 21
and 22; NATCO/MAC SECURITY AGREEMENT: Article I, Section 1.1, and Article II,
Sections 21 and 2.2; NORTHWEST AIRLINES/MAC SECURITY AGREEMENT,
RELATING TO ENGINE PARTS: Article I, Section 1.1, and Article II, Sections 2.1 and
2.2; NORTHWEST AIRLINES/MAC SECURITY AGREEMENT, RELATING TO
INTERNATIONAL AIRLINE ROUTES: Article I, Section 1.1, and Article II, Section 22]

TERM SHEET

5. Second Position GO Mortgages to State. At such time as the State Collateral is
released by the State in accordance with the terms and conditions of the Duluth
and Hibbing term sheets, MAC will also release its interest in the State Collateral
and will grant or permit to be granted to the State a subordinated lien in a portion
of the GO Mortgaged Property to the extent that the fair market value of the
Airbus Maintenance Facility and Engine Repair Facility is insufficient to satisfy the
125% State Collateral Requirement (as defined in said term sheets). The portion
of the GO Mortgaged Property available for this purpose shall be an amount
thereof exclusive of such GO Mortgaged Property designated by MAC with a value
equal to the sum of the unpaid principal balance of the MAC Loan, the unpaid
principal balance of the GO Bonds,. and the negative arbitrage requirement
descnbed below. For administrative convenience, the value of the available GO
Mortgaged Property subjected to such subordinated lien may exceed the amount
of the collateral insufficiency referenced above by a reasonable amount. The terms
and conditions of the subordinated lien shall be acceptable to MAC in its sole
discretion. The terms and conditions shall include provisions requiring the State,
prior to any enforcement action in connection with its subordinated lien, to provide
assurances acceptable to MAC that effectuation by the State of its remedies in
connection with its subordinated lien will result in payment of proceeds to MAC
sufficient to retire the MAC Loan and defease the Go Bonds. Such proceeds shall
include amounts to cover the projected negative arbitrage in connection with such
defeasance.
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NEGOTIATED AGREEMENT

The Subordination and Intercreditor Rights Agreement executed between the state and the
MAC provides that the MAC agrees to permit NAI to grant to the state a lien, subordinated
to the MAC, on a portion of the MAC collateral to the extent that the fair market value of
the Airbus Maintenance Facility and the Engine Repair Facility is insufficient to satisfy the
state collateral requirement.

The maximum amount ofMAC collateral permitted to be subjected to the subordinated lien
is the amount by which the collateral value of all of the MAC collateral exceeds the amount
of the MAC secured obligations. To the extent that there is sufficient MAC collateral
available to permit the subordinated lien, the specific items of MAC collateral to be
subjected to the subordinated lien is exclusive of the items of MAC collateral designated by
MAC, in its sole and absolute discretion, havin.B a collateral value equal to the amount of
the MAC secured obligations.

For administrative convenience, in the sole and absolute discretion of MAC, the aggregate
collateral value of the portion of the MAC collateral actually subjected to the subordinated
lien may exceed, by a reasonable amount, the amount of MAC collateral required to be
subjected to the subordinated lien.

Prior to any enforcement action in connection with the MAC collateral subjected to the
subordinated lien, the state is required to provide assurances acceptable to MAC that
effectuation by the state of its remedies in connection with the subordinated lien will result
in the payment of proceeds to MAC sufficient to fully and completely discharge the MAC
secured obligations. [INTERCREDITOR AGREEMENT, Article II, Section 21]
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TERM SHEET

F. GO APPRAISAL

The GO Appraisal will consist of one or more appraisals from an Appraiser expert with
respect to the category of property to be appraised. The Uniform Standard of
Professional Appraisal Practice will apply to the GO Appraisal. The GO Appraisal will
establish the Fair Market Value of the GO Facilities and the GO Mortgaged Property.
Fair Market Value is defined as the estimated amount at which the properties might be
expected to be exchanged between a willing buyer and a willing seller, neither being
under compulsion, each having reasonable knowledge of all relevant facts, with equity
to both, The initial Appraisers for the GO Facilities and the GO Mortgaged Property
consisting of assets other than Simulators, routes, gates and slots, shall be Marquette
Partners. In this regard, Marquette Partners shall subcontract with American Appraisal
Associates for research and support. The initial Appraisers for the Simulators, routes,
gates and slots, shall be Airline Economics, Inc. In this regard, Airline Economics, Inc.
shall subcontract with Marquette Partners for research and support. Subsequent
Appraisals shall be performed by qualified independent Appraisers designated by NAI
(unilaterally or in response to a request by MAC) within a reasonable period of time
prior to any subsequent Appraisal. Such designated Appraisers shall be acceptable. to
MAC.. In the event NAI and MAC are unable to agree on the identity of the Appraiser
within 30 days, MAC and NAI shall each submit lists of acceptable Appraisers and the
Appraiser shall be selected by arbitration in accordance with the commercial arbitration
rules of the American Arbitration Association.

. ,

NEGOTIATED AGREEMENT

The collateral agreement provides for appraisals of all collateral immediately prior to the
issuance of the GO Bonds. Real property is to be appraised every three years thereafter
and personal property every two years thereafter. However, in both cases, MAC and the
obligors have the option to request, upon notice to the other, two additional appraisals over
the term of the GO bonds. There is no limitation on the number or timing of appraisals
after and during the continuance of a default or in the event of default. (Collateral
Agreement, Section 22,a)

The initial appraiser of the assetS other than simulators and intematiomil routes was
Marquette Partners, which subcontracted with American Appraisal Associates for research
and support. The initial appraiser for the simulators and the routes was Hap Pareti and
Associates, Inc., which subcontracted with Marquette· Partners for research and support.
(See ExhIbit D.l, GO Mortgaged Property, page 22, for a list of their valuations.)
Subsequent appraisers are to be designated by NAI and must be acceptable to MAC. H the
two parties are unable to ~ee to the identity of an appraiser within 30 days, each must
submit lists of· acceptable appraisers and the appraiser will be selected by arbitration in
accordance with the commercial arbitrations rules of the American Arbitration Association.
(Collateral Agreement, Section 22, c-t).
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TERM SHEET

G. DOCUMENTATION

All documentation in cortnection with the Financing pertaining to the GO Bonds,
including without limitation, the GO Bond Documents, the GO Bonds Resolution, the
GO Facilities Purchase Agreements, the GO Leases, the GO Loans, the MAC Loan, the
GO Mortgages and supporting documentation relating to such documents shall be in
form and content acceptable to MAC and shall be prepared by MAC or parties
acceptable to MAC. In connection with the Financing, NAI shall furnish an opinion of
counsel satisfactory to MAC pertaining to the execution, delivery and enforceability of
the documentation, perfection of security interests in the collateral, and such other
matters as MAC shall request.

NEGOTIATED AGREEMENT

The MAC Bond Resolution contains a list of 30 documents, including bond documents and
financing documents, completed as part of the negotiations. Forms of the documents were
presented to the Commission, according to the MAC Bond Resolution. In addition, the
resolution lists reports and other information presented to the Commission as part of the
deal. (MAC Bond Resolution, Sections L03 to L06) A copy of the document and report lists
can be found as Exlnbit 1 in the Appendix. At the time of publication of this report, NAI
bad not yet furnished an opinion of counsel pertaining to the execution, delivery and
enforceability of the document, perfection of security interests in the collateral, and such
other matters as MAC shall request. That letter is expected to be signed and submitted at
the closing on the bond issue in mid-April, according to MAC staff.
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TERM SHEET

H. COSTS:

All costs of issuance shall be paid from proceeds of the GO Bonds, the Revenue Bonds,
or the MAC Loan, and shall be subject to NAI and MAC approval.

PREUMINARY OFFICIAL STATEMENT

The preliminary official statement, dated March 17, 1992, states that the MAC expects to
use the proceeds of the Series 9 Bonds, together with other available funds of the MAC, to
(a) acquire a flight training center in Eagan, Minnesota, presently owned by NATCO,
Northwest Airlines, and NWA, consisting of land and a building, flight simulators, and
related equipment and leasehold interests and other rights of Northwest Airlines in certain
additional property located at Minneapolis-St. Paul International Airport, (b) fund the
required deposit to be made in the Debt Service Fund, and (c) pay issuance and other
financing costs. (p.OS. pg. 7)

II. REVENUE BOND FINANCING.

MAC Will Not Be Issuing Revenue Bonds

III. REICHGOlT AMENDMENT

(1) That no more than one-half of the proceeds of the MAC financing may be used to
prepay LBO debt, either directly or indirectly;
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NEGOTIATED AGREEMENT
(actual agreement language)

C'(t) LBO Debt. Lessee will not, and will cause each of its affiliates to not, directly or
indirectly, use more than one-half of the proceeds ofthe NATCO Purchase Agreement, NAI
Purchase Agreement, and NWA Purchase Agreement to prepay or make any payments
against any principal, interest, or premium on the LBO Debt. 'UO Debt" means the term
loan obligations owing under the BT agreement or debt incurred to replace or repay such
obligations (other than the obligations of Lessee hereunder). "For purposes of this section
20.2 (t), the term 'indirectly' includes any prepayment of the LBO Debt written 120 days
after the Oosing Date with any new funds other than those received from earnings,
financings or asset sales." [lEASE AGREEMENT, Article xx, Section 20.2, Paragraph (t)]
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(2) That the covenant by NAI regarding new and existing jobs and other public policy
covenants be enforced by requiring accelerated prepayment of the MAC financing
within ten years or less in an amount proportional to the deficiency, measured
either in terms of the number of jobs or payroll;

NEGOTIATED AGREEMENT
(actual agreement language)

"21.2 EmplQYlIlent and Headquarters. Lessee agrees that it shall, and shall cause its
affiliates, NATCO and NWA with respect to employment and corporate
headquarters:

(a) (Overall Employment) To cause affiliated employees to be employed in the
Minneapolis-St. Paul metropolitan area and the state of Minnesota at substantially
the level existing as of February 29, 1992 (which was 17,883 persons) (calculated
annually); provided, however, Duluth employees at the Duluth facility and HIbbing
employees at the HIbbing facility shall not be included in determining compliance
with this provision 21.2(a);

(b) (Duluth Employment) To cause to be employed at the Duluth facility DtiIuth
employees at substantially the following levels: (i) not less than 300 Duluth
employees not later than June 20, 1995; (ii) after June 30, 1995 until the effective
date in (iii) below, an annually increasing number of Duluth employees and for any
day, not less than the number of Duluth employees that were employed on any
preceding day and in no event less than 300 Duluth employees; and (iii) not less
than 1,000 Duluth employees not later than three (3) years after the Duluth facility
becomes operational or June 30, 1998, whichever first occurs, and to maintain at
least such level of employment (calculated annually thereafter);

(c) (HIbbing Employment) To cause to be employed at the HIbbing facility HIbbing
employees at substantially the following levels: (i) not less than 200 HIbbing
employees not later than September 30, 1995; (ii) afte! September 30, 1995, until
the effective date in (iii) below, an annually increasing number of HIbbing
employees and for any day, not less than the number of HIbbing employees that
were employed on any preceding day and in no event less than 200 HIbbing
employees; and (iii) not less than 500 HIbbing employees not later than three (3)
years after the HIbbing facility becomes operational or June 30, 1998, whichever
first occurs, and to maintain at least such level of employment (calculated annually
thereafter); and

(d) (Headquarters) To maintain the corporate headquarters ofNAI in the Minneapolis
St. Paul metropolitan area.

- 35-



Section 21.2(a)-(d) above shall not be deemed to prevent Lessee or its affiliates:

(i) from moving particular categories of employment or the facilities or operations
associated therewith (other than NAYs corporate headquarters) from Minnesota,
provided the required employment levels are maintained; or

(il) from reducing or changing its Minnesota employment, operations, or facilities (other
than the location of NAYs corporate headquarters) in response to force majeure,
business conditions, technological changes or statutory or regulatory changes;
provided, except to the extent prolnbited by applicable Jawor contractual
obligations, NAI and NWA will use their best efforts to cause any such reductions
or changes in Minnesota employment, operations, or facilities to be substantially
proportional to the comparable reductions or changes occurring elsewhere in its
domestic business locations, taking into account the category and character of
employment, facility, or operation.

Lessee represents as of the date of this agreement that it intends that the Duluth facility and
the HIbbing facility when operational shall employ, respectively, Duluth employees and
HIbbing employees performing the particular functions and subject to the particular ranges
of compensation descnbed in attachments 1 and 2 hereto." [lEASE AGREEMENT,
Article XXI, Section 21.2]

"21.4. Teimination; Remedies.

(a) In the event Lessee, NWA and NATCO have paid or defeased all amounts owing
under the MAC leases, the Duluth lease and the HIbbing lease, then all of the
public policy covenants shall terminate.

(b) The public policy covenants shall be enforceable by the state of Minnesota
Department of Finance ("State") and MAC, jointly or individually.

(c) H it is determined that Lessee has breached any of the public policy covenants and
failed to cure such breach within 60 days, and with respect to the Hub covenant
within six months, after being notified by an authorized official of the state or of
Lessor, the state or Lessor (as the case may be) shall be entitled to pursue all
remedies provided by law or in equity except as limited below:

(i) To the extent Lessee breaches the noise covenant set forth in section 21.1(c)
(Proportional Utilization) in either respect in an amount less than five
percentage points of the total percentage amounts measured, then Lessee
must in the succeeding calendaryear modify its performance to be in complete
conformance with the requirements of all the terms ofsuch Noise covenant set
forth in section 21.1(c). To the extent Lessee breaches either or both of the
requirements of the Noise covenant set forth in section 21.1(c), (A) in any
such succeeding calendar year in any amount, or (B) in any year in an amount
offive percentage points or greater of the total percentage amounts measured,
then Lessee must, if any amounts outstanding under the MAC leases remain
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unpaid, prepay the MAC leases in an amount equal to the applicable noise
prepayment amount in instaIlments on the applicable payment dates; provided,
that Lessor may elect the alternative remedy of specific performance of the
requirements of Noise covenant set forth in section 21.1(c) provided that if
both elements of the Noise Covenant set forth in Section 21.1 (c) shall be
breached and not timely cured, then the remedy shall be applied against that
element of the covenant yielding the greater penalty.

(ii) To the extent NAI breaches the Noise covenant set forth in section 21.1(d)
(Curfew), Lessee shall pay liquidated damages in the amount of $10,000 per
breach (with one flight per day deemed to be one breach) to be applied by
MAC for noise abatement purposes.

(iii) To the extent Lessee breaches any Employment Covenant or the
Headquarters Covenant, Lessee must, if any amount outstanding under the
MAC Leases remains unpaid, prepay the MAC Leases in an amount equal to
the applicable PrePayment Amount in InstaIlments payable upon each of the
applicable Payment Dates.

(iv) To the extent Lessee breaches the Hub Covenant, Lessee must, if any amount
outstanding under the MAC Leases remains unpaid, prepay the MAC Leases
in an amount equal to the applicable Pre-Payment Amount in Installments
payable upon each of the applicable Payment Dates; provided that if both
elements of the Hub Covenant shall be breached and not timely cured, then
the remedy shall be applied against that element of the covenant yielding the
greater penalty. .

(d) With respect to the remedies set forth in Section 21.4 (c) (i), (ii), (iii) and (iv)
above, the following additional principles apply:

(i) With respect to the Noise Covenants set forth in Section 21.1 (a) and (b), the
. State or Lessor, as the case may be, shall be entitled to pursue all remedies
provided by law or in equity.

(ii) With respect to the Noise Covenant set forth in Section 21.1 (c) as more fully
set forth under Section 21.4 (c) (i) above, MAC or the State, as the case may
be, may elect specific performance or prepayment of the applicable Lease
(ie., MAC Leases, Duluth Lease and/or HIbbing Lease, as the case may be)
as the remedy for each uncured default of the Noise Covenant set forth in
Section 21.1 (c); provided, however, that (A) only one remedy (ie., specific
performance or prepayment) may be elected for each such default; and (B)
the availability of alternative remedies for any such default is expressly
intended by the parties and such alternative remedies shall not be deemed
mutually exclusive (ie., it is not intended that availability of prepayment shall
Preclude the availability of prepayment shall preclude the availability of
specific performance or that the availability of specific performance shall
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preclude the availability of prepayment) although only one such remedy may
be elected for each such default.

(iii) With resPect to the Noise Covenant set forth in Section 21.1 (d), the remedy
stated in Section 21.4 (c) (ii) above is the exclusive remedy to MAC or the
State, as the case may be, the parties agreeing that the damages for breach of
the Noise Covenant set forth in Section 21.1 (d) are difficult or impossible to
ascertain.

(iv) With resPect to breach of the Employment Covemints, and with resPect to the
Headquarters. Covenant, the remedies set forth in Section 21.4 (c) (iii) above
shall be the exclusive remedies of the State or MAC, as the case may be.

(v) With resPect to breach of the Hub Covenant, the remedies set forth in Section
21.4 (c) (iv) aboVe shall be the exclusive remedies of the State or MAC, as the
case may be.

(vi) The remedies set forth herein have been structured to encourage performance
by the Lessee of its obligations under the covenants set forth in this Article
XXI collectiv'ely and to facilitate receipt by the Lessor,' the State ofMinnesota
and' to the public at large of the benefits to be provided by such covenants.

(vii) A determinationby a court of competent jurisdiction that any ofthe provisions
of this Article XXI, including the provisions of this Article XXI relating to
remedies, are invalid and void under the Act shall not affect the other
provisions of this Article XXI or other provisions of this Agreement which
shall remain fully valid and enforceable, it being the intent of the parties that
each and every provision of this Agreement shall be enforceable to the fullest
extent of law. To the extent any remedy is deemed unenforceable as
aforesaid, it is the intent of the parties that with resPect to any alternative
remedy not expressly authorized under this Article XXI, Lessor shall be
entitled to exercise such alternative remedy after giving Lessee notice of such
breach and a 6O-day period to cure the default (or such other cure period as
a court of competent jurisdiction may dictate).

(e) With resPect to the remedies listed under Section 21.4 (c) (i), (iii) and (iv) above,
the following additional principles apply:

(i) All amounts prepaid under a lease shall be applied against rents coming due
in the inverse order of maturity, subject to Section 21.4 (e) (vii).

(ii) A breach of any covenant shall be counted as a single breach unless a
subsequent breach with resPect to such covenant results in a higher
PrePayment Percentage or Noise PrePayment Percentage, s the case may be.

(iii) In the event a breach is cured, then any remaining PrePayment obligation
relating to such breach shall terminate.
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(iv) In the event a breach is cured, but later recurs, the PrePayment obligation
relating to such breach shall recommence from the date of the new breach
and the amount thereof shall be calculated on the basis of such new breach
only.

(v) The Headquarters Covenant is only suscepnble of being a breach one time
(unless cured).

(vi) With respect to PrePayments of the MAC Leases, the portion of each
InSt8.Ument consisting of the Reimbursement Rent Principal PrePayment
Portion shall be applied in the manner descnbed for partial prepayments of
Reimbursement Rent in Section 3.2. With respect to PrePayments of the

. MAC Leases, the portion of each Installment attnbutable to Replacement
Rent (if any) shall be applied in inverse order of due dates for Principal
Components, and shall not reduce the amounts of intervening payments of
Replacement Rent.

(vii) With respect to PrePayments of the MAC Leases, the portion' of each
Installment and consisting of the Defeasance Amount (Breach) and
attnbutable to PrePayments of Basic Rent shall be held and deposited by the
Lessor in a deposit account (''Deposit Account'') and invested by the Lessor
in Defeasance Obligations and shall be irrevocably pledged to the payment of
the last maturing principal and interest due on any outstanding GO Bonds
without reducing installments of Basic Rent as a result thereof. Such Deposit
Account shall be maintained until such time as the sum of the balances in (a)
such Deposit Account, and (B) the Series 9 Bond account Balance, is an
amount sufficient to pay the remaining principal payment obligations on the
MAC Leases consisting of the sum of (X) the Reimbursement Balance set
forth on Schedule C (as such Schedule may be modified' from time to time)
with respect to Reimbursement Rent, (Y) the sum of the unpaid Principal
Components set forth in Schedule B with respect to Basic Rent together with
any Redemption Premium related thereto, and (Z) the unpaid Principal
Components set forth in the Replacement Rent Schedule with respect to
Replacement Rent, if any.

(viii) With respect to any PrePayments of the MAC Leases under this Article XXI,
there shall be a contnbution to each Installment of each such PrePayment by
each of the Lessees under each of the MAC Leases in an amourit equal to
their respective Applicable Percentages of each such Installment.

Lessee will report annually to the State Department of Finance and MAC concerning
compliance with the Public Policy Covenants, which report shall be submitted for a particular
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calendar year not later than January 31 of the immediately succeeding calendar year;
provided, however, that with respect to employment covenants relating to the Duluth Facility
and the HIbbing Facility, additional compliance reports shall be submitted not later than
thirty (30) days after each of the specified target dates for achievement of specified
employment levels. [LEASE AGREEMENT, ARTICLE XXI, Section 21.4]

REICHGOlT AMENDMENT

(3) That NAI maintain a sufficient proportion of connecting flights at the Minneapolis
St. Paul Airport to ensure continuation of the hub in Minnesota as a major NAI
hub;

NEGOTIATED AGREEMENT
(actual agreement language)

"21.3. Hub Covenant. Lessee agrees that it shall, with respect to the airport
Hub:

(a) In order to ensure the continuation of the Hub in Minnesota as a major NAI Hub,
NAI will maintain a sufficient proportion of connecting flights at the airport such
that the number ofNAI and NAI Code-Share Airlines enplaned revenue passengers
whose flight travel involves a flight or flights which arrive at and depart from the
airport (but whose flight travel neither originates from nor terminates at the
airport) will not be less than 30 percent of the total number of NAI and NAI code
share airlines enplaned revenue passengers whose flight travel involves a flight or
flights which arrive at or depart from the airport (calculated annually); and

(b) NAI will maintain not less than substantially 187 departing NAI and NAI code
share airlines flights per day from the airport, calculated annually (which amount
is 75 percent of the 1991 number of such flights).

The above provision shall not be deemed to prevent NAI from reducing the airport Hub in
response to force majeure or to avoid violations ofapplicable law, statutes or regulations that
would otherwise arise from compliance with such covenant." [LEASE AGREEMENT,
Article XXI, Section·21.3]
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REICHGOTT AMENDMENT

(4) That if NAI rejects or voids one or more leases in bankruptcy or similar
proceedings, all NAI leases of property owned by MAC are also rejected or voided;

NEGOTIATED AGREEMENT
(actual agreement language)

"(g) Lease Rejection. H lessee, or any of its affiliates, rejects any of the leases of
property between the lessee or any such affiliate, as lessee, and MAC, as lessor,
under § 365 of the Bankruptcy Code (or under any similar provision of any similar
law), lessee agrees that it shall act to reject, and shall cause all its affiliates to act
to reject, all such leases. Lessee further covenants and agrees that any such
rejection shall automatically constitute rejection of all other such leases, whether or
not further action is taken by lessee or such affiliates to do so. The provisions of
this section 20.2 (g) shall not affect the determination of whether any contract or
agreement constitutes a "lease" for purposes of § 365 the Bankruptcy Code (or any
similar provision)." [LEASE AGREEMENT, Article xx, Section 20.2, Paragraph
(g)]

REICHGOTT AMENDMENT

(6) Cross default provisions that pennit the state to enforce all rights under any of the
financing agreements, including those between MAC and NAI.

NEGOTIATED AGREEMENT
(actual agreement language)

"(b) The public policy covenants shall be enforceable by the state of Minnesota
Department of Finance ("State") and MAC, jointly or individually." [LEASE
AGREEMENT, Article XXI, Section 21.4, Paragraph (b)]
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IV. MERRIAM AMENDMENT

The financing agreement entered between Northwest Airlines, Inc., and the Metropolitan
Airports Commission for the purpose of acquiring or refinancing facilities or leasehold
interests of Northwest Airlines, Inc., includes a provision by which Northwest Airlines, Inc.,
agrees not to submit an investment proposal to or request an investment from any
retirement fund administered by the Minnesota State Board of Investment during the entire
term of bonds issued by the Metropolitan Airports Commission for the purpose of financing
or refinancing property or bonds issued to refund these bonds as authorized under
Minnesota Laws 1991, chapter 350, article 2, sections 3 and 4.

For purposes of this motion, "NA!" means Northwest Airlines Incorporated or its affiliates
or successors, "MAC financing" means the leases and loans financed with the proceeds of
general obligation MAC bonds or from the MAC construction fund.

NEGOTIATED AGREEMENT
(actual agreement language)

"(h) No Investment PrQPOSCll The Lessee covenants and agrees to not, and to cause all
of its affiliates to not, submit any proposal for investment in the Lessee or any of
its affiliates, or request any investment in the Lessee or any of its affiliates, from
any retirement, pension, or similar fund administered by the Minnesota State Board
of Investment. For purposes of this section 2O.2(i) "investment" sball include any
property delivered to or exchanged with any person whether against delivery of
stock, evidence of indebtedness, or other obligations or security." [lEASE
AGREEMENT, Article xx, Section 20.2, Paragraph (h)]
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EXHiBIT 1

MAC BOND RESOLUTION 14n

Ust of Documents & Reports

1.04 Bond Documents Presented. Forms of the following documents relating to the
issuance, sale and method of payment of the Bonds have been presented to the
Commission:

(a) Bond Purchase Agreement to be dated as of the date of execution thereof (the
"Bond Purchase Agreement") between the Commission and Dain Bosworth
Incorporated, as Representative of the several Underwriters named therein,
pursuant to which the Bonds are to be sold by the Commission to the Underwriters;

(b) Preliminary Official Statement dated March 17, 1992 (the "Preliminary Official
Statement") pursuant to which the Bonds are being offered for sale by the
Underwriters; and

(c) Letter of Representation to be dated as of the date of delivery of the Bonds to
the Underwriters (the "Letter of Representation") between the Commission and the
Depository Trust Company, New York, New York ("DTC") providing for the
manner of payment and certain other matters relating to the Bonds.

1.05. Financing Documents Presented. Forms of the following documents (sometinies
referred to herein as the "Financing Documents") relating to the NATCO Property
and the Airport Property,.the leases to NATCO, NWA and NAI and to the security
for the lease payments have been presented to the Commission:

(a) Purchase and Sale Agreement For Certain Assets of Northwest Aerospace
Training Corporation (the ''NATCO Purchase Agreement") between NATCO, as
seller, and the Commission, as purchaser, providing for the purchase by the
Commission of the portions of the NATCO Property presently owned by NATCO;

(b) Purchase and Sale Agreement For Certain Assets of NWA Inc. (the "NWA
Purchase Agreement") between NWA, as seller, and the Commission, as purchaser,
providing for the purchase by the Commission of the portions of the NATCO
Property presently owned by NWA and the refinancing of NWA's leasehold interest
in Sun Country Hangar (the "Sun Country Hangar·Lease");

(c) Purchase and Sale Agreement For Certain Assets of Northwest Airlines, Inc.
(the I'NAI Purchase Agreement") between NAI, as seller, and the Commission, as
purchaser, providing for the purchase by the Commission ofAirport Equipment and
the portions of the NATCO property presently owned by NAIand for refinancing
of the Airport Leases other than the Sun Country Hangar Lease;
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(d) Facilities and Equipment Lease Agreement (the "NATCO Financing Lease")
between the Commission, as lessor, and NATCO, as lessee, providing for the lease
back of the portions of the NATCO Property acquired from NATCO;

(e) Facilities and Equipment Lease Agreement (the "NWA Financing Lease")
between the Commission, as lessor, and NWA, as lessee, providing for the lease
back of the portions of the NATCO Property acquired from NWA and certain
other payment obligations on account of the refinancing of the Sun Country Hangar
Lease;

(t) Facilities and Equipment Lease Agreement (the "NAl Financing Lease")
between the Commission, as lessor, and NAl, as lessee, providing for the lease back
of the portions of the Airport Equipment and the NATCO Property acquired from
NAl and certain other payment obligations on account of the refinancing of the
Airport Leases other than the Sun Country Hangar Lease;

(g) Guaranty (the "NAl Guaranty") from NAl to the Commission, whereby NAl
guaranties the obligations of NATCO and NWA under the NATCO Financing
Lease and NWA Financing Lease and certain other obligations;

(h) Guaranty (the ''NWA Guaranty") from NWA, as parent ofNAl and NATCO,
to the Commission, whereby NWA guaranties the obligations of NATCO and NAI
under the NATCO Financing Lease, the NAl Financing Lease and certain other
obligations;

(i) Guaranty.(the "Wings Guaranty") from Wings Holdings, Inc., as parent of NWA
("Wings"), to the Commission, whereby Wings guaranties the obligations of
NATCO, NWA and NAl under the NATCO Financing Lease, the NWA Financing
Lease and the NAl financing Lease and certain other obligations;

G) Guaranty (the ''NATCO Guaranty") from NATCO to the Commission, whereby
NATCO guaranties the obligations of NAl and NWA under the NAl Financing
Lease and the NWA Financing Lease and certain other obligations;

(k) Security Agreement (the ''NWA Security Agreement") between NWA and the
Commission whereby NWA pledges certain property to the Commission as security
for "its obligations under the NWA Financing Lease and the NWA Guaranty;

(1) Security Agreement (the "NAl Security Agreement") between NAl and the
Commission whereby NAl pledges certain property to the Commission as security
for its obligations under the NAl Financing Lease and the NAl Guaranty;

(m) Security Agreement (the "NATCO Security Agreement") between NATCO
and the Commission whereby NATCO pledges certain property to the Commission
as security for its obligations under the NATCO Financing Lease and the NATCO
Guaranty;
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(n) Pledge Agreement (the "NWA Pledge Agreement") between NWA and the
Commission whereby NWA pledges the stock of NATCO and certain other
property to the Commission as security for the NWA Financing Lease and NWA
Guaranty;

(0) Mortgage and Security Agreement and Fixture Financing Statement from
NWA, as mortgagor, to the Commission, as mortgagee, whereby NWA grant to the
.Commission a mortgage and security interest in portions of the NATCO Property;

(p) Collateral Assignment of Lease, and Security Agreement and Fixture Financing
Statement from NWA to the Commission, whereby NWA makes an assignment to
the Commission of its interest in the Sun Country Hangar Lease;

(q) Assignment of Subleases, Rents and Other Income from NAI to the
Commission whereby NAI assigns the rents with respect to certain of the NATCO
Property to the Commission;

(r) Assignment of Leases, Rents and Other Income from NWA to the Commission
whereby NWA assigns the rents with respect to certain of the NATCO Property to
the Commission; ,

(s) Subordination and Attornment Agreement (the "NATCO Subordination")
whereby NAI, NWA and NATCO subordinate their leasehold interests in the
NATCO Property to the Commission; "

(t) Subordination Agreement relating to the simulator portions of the NATCO
Property;

(u) Collateral Assignment of Leases, Security Agreement and Fixture Financing
Statement (the ''Lease Collateral Assignment") whereby NAI makes an assignment
of its interests in the Airport Leases other than the Sun Country Hangar Lease to
the Commission;

(v) Collateral Agreement (the "Collateral Agreement"), between NATCO, NAI and
NWA and the Commission whereby NATCO, NAI and NWA agree to pledge and
mairitain certain collateral (the "Collateral") as security for the Financing Leases;

(w) Security Agreement relating to that portion of the Collateral consisting of
engine parts;

(x) Security Agreement relating to that portion of the Collateral consisting of
international routes;

(y) Subordination and Intercreditor Rights Agreement between the State of
Minnesota and the Commission;

(z) Subordination of Alfred Checchi Associates, Inc.;
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(aa) Financing and Refinancing Agreement (the "Transaction Agreement")
between NATCO, NAI, NWA and Wings and the Commission relating to various
aspects of the transaction;

As used herein the term "Financing Leases" refers collectively to the NATCO
Financing Lease, the NAI Financing Lease and the NWA Financing Lease.

1.06. Reports and Other Information Presented. The following reports and other
information have been presented to the Commission:

(a) Report of Price Waterhouse dated November 10, 1991 entitled "Financial
Analysis of Northwest" projecting the available revenues ofNAI and its affiliates for
the term of the Bonds, (the "Price Waterhouse Report"), together with letters from
Price Waterhouse relating thereto dated December 15, 1991 and March 17, 1992;

(b) Report of KPMG Peat Marwick dated November 27, 1991 entitled "Financial
Analysis, Metropolitan Airport System Incorporating Financing for Northwest
Airlines" projecting available revenues of the Commission for the term of the Bonds
(the "Peat Marwick Report");

(c) Report of audit by Deloitte & Touche of the 1991 financial statements of the
Commission (the "Audit Report");

(d) Appraisal prepared by Airline Economics, Inc. of portions of the NATCO
Property and supplements thereto prepared by Hap Pareti & Associates (the
''NATCO Appraisal");

(e) Appraisals prepared by Marquette Partners of the Airport Property (the
"Airport Appraisals") and the real estate portion of the NATCO Property (the
"NATCO Real Estate Appraisal");

(t) Appraisal of spare parts to be pledged as collateral for the Financing Leases
prepared by SH & E (the "Parts Appraisal");

(g) Appraisals of international routes to be pledged as collateral for the Financing
Leases prepared by Airline Economics and Hap Pareti & Associates (the "Route
Appraisals");

(h) Letter dated March 24, 1992 from Dain Bosworth Incorporated, investment
bankers, to the Commission relating to the terms of the Financing Documents and
certain additional information relating to the terms of other financings; and

(i) Certificate from NAIto the Commission describing the relationship between the
transactions contemplated hereby and the transactions descnbed in Section 1.07
hereof.
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Johnc.MoMl
Vice President
BT SeeUritle:e Co~cratj.Qn
1"tlepnQnel 21%·250.71"
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EXHIBIT 3

Mailing Addre,,:
P.O. Box 31S, ChllKh Street Station
New York, New York 10008

Adciteaa:
.One Btnk,,, Trust Pla:a
New York, New York 10006

Warch Ie, 1992

Commluioner or finance
sea. ofMinn••ota
4th Floor Centennial OSee Building
6&8 Cedar Street

.It. Paul, Mlnn.lOt& 55155

Metropolitan Airporu Comml..1on
8040 28th Avenue South '
Minneapolis, Minnl1ot1 55450

Ladiea and Gentlemen:

Reference il made to certain transactions to be entered into between the State ofMinnescia
and Northweat Alrlinel, Inc. ("Northweat"> and cenaln of ita affiliates whereby bonds will be
itlued by the State of Minnesota, the Metropolitan Airporu Commission and certain other
parties, the proceeds ofwhich will be to used to pul"Cbue, re6nanee and finance varioul fac:ilines
to be leased by Northwest and c:ertain oOts aftillate.ln Min1'1uotl.

We hereby confirm to you that Bankm TrustCompany, uagent, and certain cthertinane1&l
institutions have entered into an Amended and R.estated Credit Agreement with Northwest,
NWA Inc:. and Wlng. HolcUngl Inc. dated aa orMarch 26. 1992. We are in receipt of signed
PIles of Iuch Credit Aareement from the retluiaite bank., Northwest and certain Northwest
a.fIi1ia~l. and sueb documentation i. eiFective.

TOTAL P.01



EXHIBIT 4
FACILITIES AND EQUIPMENT LEASE AGREEMENT

DEFINED TERMS

"Affiliate" shall mean with respect to any Person, any other Person directly or indirectly
controlling, controlled by or under common control with, such Person. For the purposes of
this definition, "control" (including with correlative meanings the terms "controlling,"
"controlled by," and "under common control with"), as used with respect to any Person shall
mean the possession, directly or indirectly, of the power to direct or cause the direction of
the management and policies of such Person, whether through the ownership of voting
securities, by cOntract or otherwise. Unless otherwise specified, "Affiliate" means an
Affiliate of the Lessee and any guarantor of any of the obligations of Lessee hereunder.

Notwithstanding the foregoing, for purposes of Article XXI and Section 20.20) only,
"Affiliate" means an entity controlling, controlled by, or under common control with NAI.
For purposes of this definition "control" shall mean greater than 50% control of all classes
of voting stock. Wings shall in all events be deemed an Affiliate of NAI for purposes of
Article XXI.

"Affiliated Employees" means active employees (not on leave of absence) of NAI and its
Affiliates together with active employees (not on leave of absence) of third parties that
perform work on behalf of NAI or its Affiliates in lieu of their employees (consistent with
the contractual obligations of NAI and its Affiliates). The number of Affiliated Employees
shall be calculated at any time by counting one such full-time employee as one Affiliated
Employee and one such·part-time employee as three-quarters of one Affiliated Employee.
Such calculations shall be made using the full-time/part-time reporting standards required
by the Minnesota Department of Jobs and Training applicable to NAI as of February 29,
1992 (e.g., such that a pilot or flight attendant employed to work the "full-time" hours
permitted by contract and the regulations of the Federal Aviation Administration shall be
deemed a full-time employee).

"Corporate Headquarters" means the principal office of a corporation from which its
business is conducted and the principal office of its chief executive officer.

"Default" shall mean an event or condition which, with the giving of notice or the lapse of
time or both, would become an Event of Default.

"Defeasance Amount (Breach)" means, as certified by an accounting or financial consulting
firm acceptable to Lessor, an amount which, if held as cash or invested in then available
Defeasance Obligations, would provide funds sufficient; without reinvestment, to pay on the
next available Redemption Date, principal on the last maturing GO Bonds outstanding in
the amount of the Bonds Principal Pre-Payment Portion together with (i) interest thereon
to such Redemption Date, and (li) any Redemption Premium thereof; provided, however,
that such amount shall never be less than the Bonds Principal Pre-Payment Portion.
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"Defeasance Amount (Optional)" means, as of any date of computation, as certified by an
accounting or financial consulting firm acceptable to Lessor, an amount which, if held as
cash or invested in then available Defeasance Obligations, will provide funds sufficient,
without reinvestment, to pay when· due or called for redemption on the Redemption Date,
principal, Redemption Premium, if any, and interest for all or a designated portion of GO
Bonds outstanding.

"Development Agreements" shall mean, collectively, the Development Agreement of even
date herewith among the City of Duluth, MAC and NAI, and the Development Agreement
of even date herewith among, inter alia, the City of Hibbing and NAI.

"Defeasance Obligations" means one or more of the following, to the extent not callable or
callable only at the option of the holder thereof:

(i) cash;

(li) State and local Government Series issued by the United States Treasury;

(iii) United State Treasury bills, notes and bonds, as traded on the open market;
and

(iv) Zero Coupon United States Treasury Bonds.

"Discharge Amount" means with respect to a Redemption Date, the amount necessary to
pay the principal of, Redemption Premium, if any, and interest on GO Bonds to the
Redemption Date.

"Duluth Employees" means employees of NAI and its Affiliates at the Duluth Facility
together with employees of third parties that perform work at the Duluth Facility on behalf
of NAI or its Affiliates in lieu of their employees (consistent with the contractual obligations
of NAI and its Affiliates) and employees of third parties which NAI or its Affiliates directly
cause to be employed at the Duluth Facility (e.g., employees of joint venture partners of
NAI). The number of Duluth Employees shall be calculated at any time on a full-time
equivalent basis.

"Duluth Facility" means the proposed heavy maintenance facility at the Duluth airport for
which financing has been authorized by the Minnesota legislature.

"Duluth Lease" means that certain lease agreement and related documents between NAI
and the Metropolitan Airports Commission concerning the Duluth Facility.

"Equipment" shall have the meaning specified in the Recitals hereof.

"Facilities Pre-payment Amount" means the product of (i) the remaining principal payment
obligations (inclusive of all elements of rental thereunder) under the MAC Leases,
multiplied by (li) the Facilities Pre-Payment Percentage. The remaining principal payment
obligations under the MAC Leases consist of the sum of (i) the Reimbursement Balance set
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forth in Schedule C with respect to Reimbursement Rent, (ii) the sum of the unpaid
Principal Components set forth in Schedule B with respect to Basic Rent, and (iii) the
unpaid Principal Components set forth in the Replacement Rent Schedule with respect to
Replacement Rent; if any.

"Facilities Pre-Payment Percentage" means sixty percent (60%), upon the failure to
complete the Duluth Facility, and forty percent (40%), upon the failure to complete the
Hibbing Facility, and one hundred percent (100%) upon the failure to complete either the
Duluth Facility or the Hibbing Facility.

"Facilities Pre-Payment Dates" mean· the eighth (8th), ninth (9th) and tenth (lOth)
anniversaries of this Agreement. The applicable percentage of the Facilities Pre-Payment
Amount payable on each Facilities Pre-Payment Date shall be as follows:

Anniversary

8
9
10

Percentage of Facilities
Pre-Payment Amount

26%
37%
37%

"Flight" means a scheduled flight of jet aircraft with not less than 70 passenger seats.

"Force Majeure" means any direct effect of prolonged strikes or other major labor troubles,
acts of God, litigation commenced by third parties resulting in injunction or other similar
judicial action, or acts of any federal, state or local governmental unit, which in any case
directly prohtbits or prevents compliance with this covenant notwithstanding the best efforts
to comply. With respect to the Noise covenant set forth in Section 21.1(c), force majeure
shall include the direct effect of any grounding of a specific fleet or aircraft by the
manufacturer thereof or by a governmental authority during the period of such grounding.

"Greater Breach" means (i) with respect to any of the Employment covenants or of the Hub
covenant, a breach resulting in a Non-Compliance Percentage greater than fifty percent.
(50%) and (ii) with respect to Noise covenant set forth in section 21.1(c), a breach resulting
in a Noise Non-Compliance Percentage greater than ten percent (10%), and (iii) with
respect to the Headquarters Covenant, a breach.

"HIbbing Employees" means employees of NAI and its Affiliates at the HIbbing Facility
together with employees of third parties that perform work at the Hibbing Facility on behalf
of NAI or its Affiliates in lieu of their employees (consistent with the contractual obligations
of NAI and its Affiliates) and employees of third parties which NAI or its Affiliates directly
cause to be employed at the Hibbing Facility (e.g., employees of joint venture partners of
NAl). The number of HIbbing Employees shall be calculated at any time on a full-time
equivalent basis.
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"Hibbing Facility" means the proposed aircraft engine repair facility at the
Hibbing/Chisholm airport for which financing has been authorized by the Minnesota
legislature.

"HIbbing Lease" means that certain lease agreement and related documents between NAI
and the Chisholm-Hibbing Airport Commission concerning the Hibbing Facility.

"Hub" means an airport used by an airline for a significant number of its connecting flight
passengers.

"Initial Payment Date" means the next succeeding regular Rental Payment Date under the
affected MAC Lease following written notice by MAC or the State, as the case may be, to
NAI of the Pre-Payment Amount or the Noise Pre-Payment Amount, as the case may be.

"Installment" means with respect to a particular Payment Date, the sum of (i) the
Defeasance Amount (Breach) related thereto, plus (li) the Reimbursement Rent Principal
Pre-Payment Portion.

"Lessee" shall mean NAI and, to the extent permitted in Sections 15.2 and 20.2(c) and (d)
of this Agreement, its successors and assigns.

"Lesser Breach" means (i) with respect to any of the Employment covenants or of the Hub
covenant, a breach resulting in a Non-Compliance Percentage of less than or equal to fifty
percent (50%) and (li) with respect to the Noise covenant set forth in Section 21.1(c), a
breach resulting in a Noise Non-Compliance Percentage of less than or equal to ten percent
(10%). .

"Lessor" shall mean MAC and to the extent permitted in Section 22.5 of this Agreement,
its successors and assigns.

"MAC" means the Metropolitan Airports Commission, a public authority organized under
the laws of the State of Minnesota, and its successors and assigns.

"Minor Affiliates" shall mean an Affiliate with a tangible net worth of less than
$1,000,000.00, as determined in accordance with GAAP.

"Multiemployer Plan" means a multiemployer plan as defined in ERISA Section 4001(a)(3)
and to which the Lessee or any. ERISA Affiliate is making, or is obligated to make,
contnbutions or has made, or has been obligated to make, contributions.

"NAI" means Northwest Airlines, Inc., a Minnesota corporation, and its successors and
assigns.

"NAI Code-Share Airlines" means airlines other than NAI which share the "NW" (or
equivalent) computer code of NAI for ticket sales purposes.
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"Noise Non-Compliance Percentage" means, but only if a positive number, the greater of
the two percentages calculated by subtracting the actual percentages of compliance with
respect to the two requirements of Noise covenant set forth in Section 21.1(c) from the
applicable required percentages of compliance.

"Noise Pre-Payment Amount" means the product of (i) the remaining principal payment
obligation (inclusive of all elements of base rental thereunder) under the MAC Leases,
multiplied by (ii) the Noise Pre-Payment Percentage. The remaining principal payment
obligations under the MAC Leases consist of the sum of (i) the Reimbursement Balance set
forth and Schedule C with respect to Reimbursement Rent, (ii) the sum of the unpaid
Principal Components set forth in Schedule B with respect to Basic Rent, and (iii) the
unpaid Principal Component set forth in the Replacement Rent Schedule with respect to
Replacement Rent, if any.

"Noise Pre-Payment Percentage" means, with respect to a particular Noise Non-Compliance
Percentage, the particular Noise Pre-Payment Percentage indicated below:

Noise Non-Compliance
Percentage

greater than 0% and to 2.5%
greater than 2.5% and to 5%
greater than 5% and to 7.5%
greater than 7.5% and to 10%
greater than 10%

Noise Pre-Payment
Percentage

15%
30%
50%
75%
100%

"Non-Compliance Percentage" means the percentage by which NAI is not in compliance
with an applicable covenant, as the case may be (determined without deduction for the
"substantially" calculation). .

"NWA" meal).S NWA Inc., a Delaware corporation, and its successors and assigns.

"Off-Airport Aircraft Noise Costs" has the meaning provided in the Scheduled Airline
operating Agreement and Terminal Building Lease.

"Operational" means that date after completion of the Duluth Facility or the HIbbing
Facility, as the case may be, at which such facility is fully operational for its intended use,
but not later than six months after "substantial completion" as said term is defined in the
Hibbing Lease with respect to the HIbbing Facility and in the Duluth Lease with respect to
Phase I of the Duluth Facility.

"Overdue Rate" shall mean the rate of eleven percent (11%) per annum.

"Payment Date" means the Initial Payment Date and one of the following, as applicable:
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(i) with respect to breaches of the Noise covenant set forth in Section 21.1(c), the
Employment covenants or the Hub covenants, the applicable Succeeding Payment
Dates.

(ii) with respect to a breach of the Headquarters covenant, the applicable
Succeedmg Payment Dates (Headquarters).

"Pre-Payment Amount" means the product of (i) the remaining principal payment obligation
(inclusive of all elements of rental thereunder) under the MAC Leases, multiplied by (ii) the
Pre-Payment Percentage. The remaining principal payment obligations under the MAC
Leases consist of the sum of (i) the Reimbursement Balance set forth in Schedule C with
respect to Reimbursement Rent, (ii) the sum of the unpaid Principal Components set forth
in Schedule B with respect to Basic Rent, and (iii) the unpaid Principal Component set forth
in the Replacement Rent Schedule with respect to Replacement Rent, if any.

"Pre-Payment Percentage" means, with respect to a particular Non-Compliance Percentage,
the particular Pre-Payment Percentage indicated below:

Non-Compliance Percentage

greater than 10% and to 20%
greater than 20% and to 30%
greater than 30% and to 40%
greater than 40% and to 50%
Greater than 50%

Pre-Payment Percentage

15%
30%
50%
75%
100%

"Principal Pre-Payment Installment" means an amount determined by dividing the Pre
Payment Amount or the Noise Pre-Payment Amount, as the case may be, by the number
of Applicable Payment Dates.

"Proportional Utilization" means the proportion of NAI's Stage 2 Aircraft Utilization
compared with the aggregate of NAI's Stage 2 Aircraft and Stage 3 Aircraft Utilization.

"Proportionate Share" has the meaning provided in the Scheduled Airline Operating
Agreement and Terminal Building Lease.

"Public Policy Covenants" means the noise, employment, headquarters and Hub covenants
mandated by the Minnesota State Legislature set forth in Article XXI hereof.

"Reimbursement Balance" means, as of any date of determination, the aggregate unpaid
Principal Components of Reimbursement Rent, as set forth under the column entitled
"Reimbursement Balance" on Schedule C.

"Reimbursement Rate" shall have the meaning specified in Section 3.2 hereof.

"Reimbursement Rent" has the meaning given it in section 3.2.
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"Reimbursement Rent Principal Pre-Payment Portion" means 15% of the Principal Pre
Payment Installment, but if Reimbursement Rent under the MAC Leases is paid or prepaid
in full, then 0% thereof.

"Rent" shall mean, collectively, the Basic Rent, Reimbursement Rent, Replacement Rent
and Supplemental Rent.

."Stage 2 Aircraft" means an aircraft that complies with the Stage 2 requirements under 14
C.F.R. part 36, as amended from time to time.

"Stage 3 Aircraft" means an aircraft that complies with the Stage 3 requirements under 14
C.P.R. part 36, as amended from time to time.

"State" shall mean the State of Minnesota, acting through its Commissioner of Finance.

"Subsidiary" of any Person shall mean any corporation, partnership, joint venture, limited
liability company association or other business entity of which more than 50% of the total
voting power of share of stock or other interests therein entitled to vote in the election of
members of the board of directors, partnership committee, board of managers or trustees
or other managerial body thereof is at the time owned or controlled directly or indirectly,
by such Person or a combination thereof. Unless otherwise specified, "Subsidiary" means
a Subsidiary of the Lessee.

"Substantially" shall mean at least ninety percent (90%), except when used as part of the
definition of the term "Substantially all of the Equipment."

"Substantially all of the Equipment" shall be deemed to mean 50% or more 'of the fair
market value of the Equipment. For purposes of this definition, "fair market value" shall
be the estimated amount at which the Equipment might be expected to be exchanged
between a willing buyer and a willing seller, neither being under compulsion, each having
reasonable knowledge of all relevant facts, with equity to both.

"Succeeding Payment Date" means each of (i) the number of immediately succeeding
anniversary dates of the Initial Payment Date determined by reference to the table and notes
thereto below or (ii) such number of immediately succeeding anniversary dates of the Initial
Payment Date occurring within.the remaining term of the applicable lease (inclusive of .
exercised options to renew but exclusive of unexercised options to renew) whichever is less.

Succeeding Payment Date Table

Lesser Breaches (only)

first
second
third
fourth
fifth
sixth

- 7 -

Anniversary Dates

9
8
6
4
2
1



Greater Breaches (only)

first
second
third and all subsequent

4
2
1

Notes: (i) if after the first breach one or more subsequent breaches
shall occur, the Succeeding Payment Dates for the earlier breaches
shall be adjusted to be such that none shall be later than the final
Succeeding Payment Date of the last breach.

(ii) if both a Greater Breach and a subsequent Lesser Breach
shall occur, the remaining applicable Succeeding Payment Dates
of all breaches shall each be accelerated by six months.

"Succeeding Payment Date (Headquarters)" means each of (i) if the remaining term of the
MAC leases is greater than 24 years at the time of the breach, the four immediately
succeeding anniversary dates of the Initial Payment Date, (ii) if the remaining term of the
MAC Leases is greater than 18 years but less than or equal to 24 years, the three
immediately succeeding anniversary dates of the Initial Payment Date, (iii) if the remaining
term of the MAC Leases is greater than 12 years but less than or equal to 18 years, the two
immediately succeeding anniversary dates of the Initial Payment Date or (iv) if the remaining
term of the MAC Leases is greater than six years but less than or equal to 12 years, the one
immediately succeeding anniversary date of the Initial Payment Date.

"Utilization" means the number of NAI scheduled Domestic passenger and cargo jet aircraft
landings and takeoffs.

"Wings" shall mean Wings Holdings, Inc., a Delaware corporation, and its successors and
assigns.
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SCHEDULE A

RENTAL PAYMENT SEQUENCE SEQUENCE YEAR
3. , (b )(i)

1.2S~

Q!m !W! QEBTYEAR PAINQPAL , INTEREST BASIC RENT AQJU§WENT

1Q-Ftb-20Q5 2005 2007 29,036,128 7,259.032 726,007
10-May-20Q5 2005 2007 29.036.128 7,259.032 726.007
10-Aug-20Q5 2005 2007 29.036.128 7,259.032 nla
10-Nov-20Q5 2006 2008 29.018,393 7,~,598 725,682
10-Feb-2008 2006 2008 29.018.393 7.~,598 725.682
10-May-2006 2006 2008 29,018,393 7,2~,598 725,682
10-Aug-2006 2006 2008 29,018.393 7,~.598 nla
; O-Nov-2006 2007 2009 29.006.533 7.251.633 725.312
10-Feb-2007 2007 2009 29.006.533 7,251.633 725,312
1O-May- 2007 2007 2009 29.006,533 7,251,633 725,312
10-Aug-2OO7 2007 2009 29.006.533 7,251,633 nla
10-Nov-2007 2008 2010 28.990.173 7,247.~3 724,959
10-Fec-2008 2008 2010 28.990.173 7,247,~3 724.959
10-May-2008 2008 2010 28.990.173 7,247.543 724,959
10-Aug-2008 2008 2010 28.990.173 7,247.543 nla
10-Nov-2008 2009 2011 28.955,~ 7.238,837 724,319
10-Feb-2009 2009 2011 28,955.~ 7,238.837 724,319
10-May-2009 2009 '2011 28.955.~ 7,238.831 724,319
10-Aug-2009 2009 2011 28.955.348 7.238.837 nla
10-Nov-2009 2010 2012 28.918.309 7,229.571 723.421
10-Feb-201 0 2010 2012 28.918,309 7,229.571 723.421
10-May-201 0 2010 2012 28.918.309 7,229.571 723.421
10-Aug-2010 2010 2012 28.918.309 7,229.571 nla
10-Nov-2010 2011 2013 28.877,889 7.219;472 722.452
10-Feb-2011 2011 2013 28.877,889 7,219.472 722.452
10-May-201 1 2011 2013 28.877,889 7.219.472 722.452
10-Aug-201 1 2011 2013 28,877,889 7.219.472 nla
10-Nov-2011 2012 201. 28.831.256 7.207.814 721.364
10-Feb-2012 2012 2014 28.831.256 7.207.81. 721.364
10-May-2012 2012 201. 28.831,256 7.207.814 721,364
10-Aug-2012 2012 2014 28.831.256 7,207.814 nla
10-Nov-201 2 2013 2015 28.7&4.68S 7,196.171 720.199
10-Feb-2013 2013 2015 28.7&4.68S 7.196.171 720.199

10-May-201 3 2013 2015 28.7&4.68S 7.196.171 720.199

10-Aug-2013 2013 2015 28.7&4,68S 7.196.171 nla
10-Nov-2013 2014 2018 28.733.5~ 7.183.388 718.978

10-Feb-2014 2014 2018 28.733.5~ 7.183.388 718.978

10-May-2014 2014 2016 28.733.5~ 7.183.388 718.978

10-Aug-2014 2014 2016 28.733.5~ 7.183.388 nla
10-Nov-2014 2015 2017 28.671.570 7.169.393 717,639

10-FeD-2015 2015 2017 28.671.570 7.169.393 717.639

10-May-2015 2015 2017 28.671.570 7.169.393 717,639

10-Aug-2015 2015 2011 28.677,570 7.169.393 nla
10-Nov-2015 2016 2018 28.610.710 7.152.693 716.104

10-FeD-201e 2016 2018 28.610.770 7.152.693 716.104

10-May-2016 2018 2018 28.610.770 7.152.693 716.104

10-Aug-2016 2016 2018 28.610.710 7.152.693 nla
10-Nov-2016 2017 2019 28.~.848 7.136.462 714.454

10-Feb-2017 2017 2019 28.~.848 7.136.462 714.454

10-May-201 7 2017 2019 28.~.848 7.138.462 714.451

10-Aug-2017 2017 2019 28.~.848 7.136.462 nil
10-Nov-201 7 2018 2020 28.469.378 7.117.344 712.690



SCHEDULE 8

CALENDAR PRINCIPAL IN'1"EAEST OCT. 10 REQUIRED

!W COMPONENT COMPONENT TQTAL BONO ACCOUNT BALANCE

1992 0 5.990.023 5.990.023 47.920.185
1993 0 23.960.093 23.960.093 47,920.185
1994 0 23.960.093 23.960.093 47.920.185
1995 0 23,960.093 23.960.093 47.920.185
1996 0 23.960.093 23.960,093 47,920.185
1997 0 23,960,093 23,960,093 47.920.185
1998 0 23.960.093 23.960.093 47.920.185
1999 0 23.960.093 23,960,093 47,920,185
2000 0 23.960.093 23,960.093 47,920,185
2001 0 23.960,093 23,960,093 53.035.350
2002 0 23.960.093 23.960.093 58.145.420
2003 5.3045,000 23,730,258 29.075,258 58.127,875
2004 5,820,000 23,250.163 29.070,163 58.102.180
2005 6.330,000, 22.727,713 29.057,713 58,080,595
2006 6.885,000 22.159,468 29,Q.4.4.468 58.054.520
2007 7.495,000 21.541.128 29,036,128 58.024.925
2008 8,150.000 20,868,393 29.018,393 57.996.705
2009 8.870.000 20.136.533 29,006,533 57.945,520
2010 9.650.000 19,3040.173 28.990.173 57,873.656
2011 10.500.000 18.455.3048 28,955,3048 57.796.198
2012 11,"5.000 17.473.309 28.918.309 57,709.145
2013 12.475.000 16.402.889 28.8n,889 57,615.941
2014 13.595.000 15,236.256 28.831,256 57,518.239 .
2015 14.820.000 13.964,685 28.784.685 57.411,124
2016 16.155.000 12.578.554 28.733,554 57,288.3040
2017 17.610.000 11,067.570 28;6n.570 57,156.618
2018 19.190.000 9.42O.no 28.610.no 57,015,225
2019 20,920.000 7.625.848 28.545.848 56.861,194
2020 22.800,000 5,669.318 28.469.318 56.694,094
2021 24,855.000 3.536.816 28.391.816 28.302.218
2022 27.090,000 1.212.278 28.302.278 nla

$270,000,000 1551,988.472 $821.988.472



, SCHEDULE C
RENTAL

IN'TERESTPAYMENT PRINCIPAL REIMBURSeMENT REIMBURSeMENT

Q!!i COMPONENT COMPONENT (1) 8gffi BALANCE

10-May-92 0 289,250 289.250 45,000.000

10-Aug-92 213.~ 1,001.250 1,214.796 4.4,786.454
10-Noy-92 218.291 996.499 1,214,796 4.4,568.157
10-FtO-93 223.1504 991.~1 1,214,796 4.4, J.-5,003
10-May-93 228.119 986.676 1,214.796 4.4,116.884
10-Aug-93 233,195 981.601 1,214,796 43,883.689
10-Noy-93 238,~ 976,412 1,214,796 43,~5,3OS

10-FtO-904 243.688 971,108 1,214,796 43.401,617
10-May-904 249,110 965,686 1,214,796 43,152.508
10-Aug-904 2504,652 960.143 1,214,796 42.897,855
10-NOY-904 260.318 954,4n 1,214.796 42.637,537
10-Feo-95 266.111 948,685 1.214.796 42.371,426
10-May-95 272.031 9042.7~ 1.214:796 42.099,395
10-Aug-95 278.084 936.712 1,214,796 41,821,311
10-Nov-95 2a.,272 930,524 1.214.796 41,537,039
10-Feo-96 290,597 924.199 1,214,796 41,246.4.43
10-May-96 29,7,062 917,733 1.214.796 40.9049.380
10-Aug-96 303.672 911.124 1,214.796 40.~.708

10-Nov-96 310.429 ~,361 1.214.796 40.335.279
10-FtO-97 317.336 897.460 1,214.796 40,017,944
10':'May-91 324.396 890.399 1,214.796 39.693.5041
10':'Aug-91 331.6'14 883.181 1.214.796 39.361.933
10-Nov-91 338.993 875.S03 1,214.796 39.022.940
10-FtO-98 346.535 868.260 1,214,796 38.616.405
10-May-98 3504,246 860.550 1.214.796 38.322.159
10-Aug-98 362.128 852.668 1.214.796 37.960.032
10-Nov-98 370.185 8".611 1,214.796 37.589.a.1
10-Feo-99 378.422 836.374 1,214.796 37.211.425
10-May-99 386.a.l 827.95-' 1,214.796 36.824.584
10-Aug-99 395."9 819.J.-7 1,214.796 36.429.135
10-Nov-99 4~.241 810.5<'8 1.214.796 36.024.888

10-FtO-2000 413.242 S01.554 1,214.796 35.611.646
10-May-2000 422.431 792.359 1,214.796 35.189.209
10-AUg-2000 431.836 782.960 1,214.796 J.-.751.313
10-Nov-2000 "1.~ n3.352 1.214.796 34.315.929
10-FtO':'2001 4051.261 763.529 1.214,796 33.*.663
10-May-2001 461.307 753,489 1.214.796 33.403.356
10-Aug-2001 471.571 743.225 1.214.796 32.931.785
10-Nov-2001 462.063 732.732 1.214.796 32.4.49.121

10-Fetl-2002 492.788 722.006 1.214.796 31,956.932

10-May-2002 503.150' 711.~2 1.214.796 31.4053.178
10-Aug-2002 514.962 699.833 1,214.796 30.938.215

10-Nov-2002 526.420 688.375 1.214.796 30;411.795

10-FtO-2003 538;133 616.662 1.214.796 29.873.662

10-May-2003 550.107 6&U89 1.214.796 29.323.555

10-Aug-2003 562.347 652."9 1.214,796 28,761.208

10-Nov-2003 574,859 639.937 1.214,796 28,186,350

10-FtO-2004 587.~9 627.146 1.214,796 27,598.100

10-May-2004 600.725 614.071 1.214.796 26.997.978

10-Aug-2004 614.091 600.705 1.214.196 26,383••

10-Nov-2004 627.754 587,~1 1.214.796 25,756,131

10-Feb-2005 ~1.722 573,074 1.214,796 25,114,409
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SCHEDULE C
ReNTAL

PAY\4ENT PRINCIPAL INTEREST RElMBURSa.4ENT REIMBURSB.4ENT

Q!!5 CC!4POM:HT CC!4PQNENT (1) ~ BALANce

1O-May-2005 656.000 558,796 1,21~.796 2~.4S8.~

1o-Aug-2005 670.596 s.u,2OQ 1,214.796 23.787.813
10-Nov-2005 685.517 529.279 1,214.796 23.102.296
10-Feb-2008 7oo.no 514,026 1,214,796 22.401,526
10-May-2008 716.362 498.~ 1,214.796 21,685.1&4
10-Aug-2006 732,301 482.495 1.21~.796 20.952,864
10-Nov-2006 748,590' '06.201 1.214.796 2O.~.269

10-F80-2OO7 765.251 ~9,54S 1,21~.796 19.~9.018

1O-May- 2007 782.278 432.518 1.214.796 18,656,741
10-Aug-2OO7 799.683 415.112 1.214,796 17.857,058
10-Nov-2OO7 817,476 397,320 1,21~.796 17,039.581
10-F90-2008 835,665 379.131 1,21~.796 16,203.916
10-May-2008 ~.259 360,537 1,21~.796 15.3049.658
10-Aug-2008 873.266 3041.530 1,21~.796 14,476,392

. 10-Nov-2008 892.696 322.100 1,21~.796 13.583.696
10-F90-2009 91'2.558 302.237 1.214.796 12.671.138
10-May-2009 932.863 281.933 1.21~.796 11.738.275
10-Aug-2009 953.619 261.177 1.21~.796 10.784.656
10-Nov-2009 97~.837 239.959 1,214.796 9.809.819
10-F80-2010 996.527 218.268 1.21~.796 8.813.291
1O-May-2010 1.018.700 196.096 1.21~.796 7.794.591
10-Aug-2010 1.Q.41.366 173.~ 1.21~.796 6.753.225
10-Nov-201 0 1.~.536 150.259 1,21~.796 5.688.689
10-F80-2011 1,088.222 126.573 1.21~.791 ~.600.467

10-May-201 1 1.112.435 102.360 1.21~.796 3.488.031
10-Aug-201 1 1.137.187 n,609 1.214.796 2.350.&U
10-Nov-201 1 1,162.489 52.306 1.214.796 1.188.355
10-F80-2012 1.188.355 26.~1 1,214.796 0

$45.000.000 $51.258.110 $96.258.110

(1) Reimbursement Ratl: 8.~



.. EXHIBIT 6

3.02. Redemption. All Bonds are subject to redemption and
prior payment in wbole or in part in such order of maturity as
the commission may determine at the option of the Commission on
January 1, 2002, and any date thereafter, from any moneys that
may be made available for such purpose, at a redemption price of
par plUS a premium (expressed as a percentage of the principal
amount to be redeemed) as set forth below, plus accrued interest
to the redemption date:

Redemption Date Premium
January 1, 2002 to and including December 31, 2002 4.50 %
January 1, 2003 to and including December 31, 2003 -4.05-%
January 1, 2004 to-and including December 31, 2004 -3.60-%
January 1, 2005 to and including December 31, 2005 -3.15-t-
January 1, 2006 to and including December 31, 2006 -2.70-%
January 1, 2007 to and including December 31, 2007 -2.25-%
January I, 2008 to and including December 2008 -1. 80-%31, -January 1, 2009 to and inclUding December 31, 2009 1.3S-%

2010 to and inclUding December - .90-%January 1, 31, 2010
January 1, 2011 to and inclUding December 31, 2011 .4S-t--January 1, 2012 and thereafter December 31~ 2012 -0- %

All Bonds due on January 1, 2010 are subject to mandatory
redemption and shall be redeemed in part at par plus accrued
interest on the mandatory redemption dates and in the principal
amounts as follows:

MandatokY Redemption Date
January 1, 2003
January 1, 2004
January 1, 2005
January 1, 2006
January 1, 2007
January 1, 2008
January 1, 2009
January 1, 2010

Principal Amount
$5,345,000
5,820,000
6,330,000
6,885,000
7,495,000
8,150,000
8,870,000
9,650,000

All Bonds due on January 1, 2022 are subject to mandatory
redemption and shall be redeemed in part at par plus accrued
interest on the mandatory redemption dates and in the principal
amounts as follows·:

Mandato~ Redemption Date
January 1, 2011
January 1, 2012
January 1, 2013
January 1, 2014
January 1, 2015
January I, 2016
January I, 2017
January 1, 2018

18

Principal Amount
$10,SOO,OOO
11,445,000
12,475,000
13,S95,OOO
14,820,000
16,155,000
17,610,000
19,190,000



...

January 1, 2019
January 1, 2020
January 1, 2021
January 1, 2022

20,920,000
22,800,000
24,855,000
27,090,000

The principal amount of the Bonds maturing on January 1, 2010, or
. January 1, 2022 required to be redeemed on each mandatory

redemption date as set forth above, may be reduced through the
earlier optional redemption thereof, with any partial optional
redemptions of Bonds of such maturities credited against future
mandatory redemption requirements for such Bonds in such order as
the Commission shall determine. In addition, on or prior to the
60th day preceding any mandatory redemption date, the Registrar
and Paying Agent may, and if directed by theCornmission shall,
purchase Bonds of the applicable maturity in an amount not
exceeding the amount of Bonds of such maturity required to be
redeemed on such date and at a price not exceeding the principal
amount thereof plus accrued interest. Any Bonds so purchased
shall be canceled and the redemption thereof shall be credited
against the principal amount of Bonds of such maturity required
to be redeemed on the next mandatory redemption date. Thirty
days prior to the redemption date notice of any such redemption
shall be g~ven by mail to the banks where the Bonds are payable
and to the registered owners by- first-class mail (postage
prepaid), in accordance with Chapter 475, Minnesota Statutes.
Failure to give such notice by mail or any defect therein with
respect to any registered owner shall not affect .the validity of
the proceedings for redemption of any other Bonds. In the event
of partial redemption of Bonds,of any maturity, the Commission
shall redeem Bonds of such maturity from each registered holder
thereof in the same proportion, rounded to increments of $5,000,
that the aggregate principal amount of Bonds of such maturity to
be redeemed then owned by each registered holder bears to the
principal amount of Bonds of such maturity then outstanding.
Upon partial redemption of any Bond, the same shall be
surrendered in exchange tor one or more new Bonds in authorized
form for the unredeemed portion of principal.



./ SCHEDULE A
:3. 1('o)(i)

RENTAL PAYMENT SEQUENCE SEQUENCE YEAR 12S'IlI

~ ~ DEBT YEAR PRINCIPAL & IN'TEfIES! BASCRENT AOJUS'T'MENT

10-Ftb-2018 2018 2020 28.469.378 7.117.3" 712.690
10-May-2018 2018 2020 28.469.378 7.117,3" 712.690
10-Aug-201a 2018 2020 28.469.378 7.117.3" n/a

10-Nov-201a 2019 2021 28.391.816 7.097.954 710.765

10-Feo-2019 2019 2021 28.391.816 7.097.954 710.765

10-May-2019 2019 2021 28.391.816 7.097.954 710.765
10-Aug-2019 2019 2021 28.391.816 7,097.954 n/a

10-Nov-201g 2020 2022 28.302.278 7.075.569 708.676
10-Feb-202O 2020 2022 28.302.278 7.075.569 708.676
10-May-202O 2020 2022 28.302.278 7.075.569 708.676

10-Aug-202O 2020 2022 28.302.278 7.075.569 nJa

$780.058.310

( .




