WUNITED

March 28, 2003

Dear shareholder,

The airline industry is at a pivotal point in its history. Network carriers face an increasingly aggressive com-
petitive environment defined by radically shifting customer needs, unworkable cost structures and low-cost
carriers. These industry conditions are exacerbated by the reduction in demand caused by a continuing slump
in the world economy and serious geopolitical tensions, especially the run-up to and war with Iraq.

Further, all travel customers, including the dedicated business travelers who have made up United’s core
market for many years, have become increasingly price sensitive. In 2002, only two carriers were profitable —
Southwest and JetBlue. Low-cost carriers continue to target and make inroads into markets historically con-
sidered the sole domain of network carriers, while network carriers find themselves with little flexibility to
respond effectively. In fact, United has the highest exposure of any network carrier to low-cost competition.

The industry has been a roller coaster of boom and bust, with expedient decisions made in the boom years
adding to the corrective actions required in the bust years. As a result, the industry has experienced tremendous
upheaval, as evidenced by the 150 airline bankruptcies since 1979. The industry’s future remains uncertain with
many analysts and industry experts convinced that the lost passengers and their travel dollars will not return
in the next industry up-cycle.

United’s financial results for 2002 were abysmal and unsustainable. United did make significant changes
in 2002 to reduce costs. We downsized our network by an additional 6 percent over and above the initial cut-
backs following the events of 9/11 — to a total of 24 percent. Our workforce was correspondingly reduced
from more than 100,000 employees in 2001 to about 72,000 employees today. But it was not enough. United
still suffered from the highest costs and lowest productivity in the industry.

The company’s application for federal loan guarantees submitted to the Air Transportation Stabilization
Board (ATSB) was not approved. The ATSB ruled that we had not gone far enough in reducing our cost structure
and had not created a viable competitive model to cope with the future erosion of our markets by low-cost com-
petition. In mid-December, facing $875 million in debt maturities, United found it necessary to seek protection
under Chapter 11 of the U.S. Bankruptcy Code.

Our current circumstance and the unrelenting nature of the market demands that we change. Our customers
are demanding more value for their money. Our business model must meet the changing needs of customers
while remaining cost competitive in a very unsettled and volatile market.

Today, in Chapter 11, we have an obligation to our customers, creditors, employees and other stakeholders
to make the necessary, dramatic transformation of our business in a way that is durable, sustainable and prof-
itable — so that we do not find ourselves back in this situation. United is using the tools provided by Chapter
11 to help us mark our business to the market. For example, we are using section 1110 of the Bankruptcy Code
to create substantial economic benefits by restructuring and reducing the costs of our fleet and other sections
of the Bankruptcy Code to ensure a wide range of other agreements are aligned with current market needs and
price levels.

We are undertaking this process with tremendous assets. We have a great global brand, a worldwide route
network second to none, one of the youngest fleets in the industry, a strong core business in our mainline oper-
ations and a dedicated team of committed, knowledgeable and talented employees who outperformed every
other major carrier in the U.S. in 2002 in on-time performance. The people of this company have been through
wrenching times in recent years, and it’s been hard on them and their families. Yet through all these hardships,
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with past expectations not having been realized, they are continuing to outperform all metrics and to stay focused
on the needs of our customers. The people of United have done — and continue to do — remarkable work:

B United was #1 in on-time performance for all of 2002;
B We have continued business as usual worldwide for our passengers despite the Chapter 11 filing;

B United has maintained the highest performance standards and a sharp focus on customer service — in
fact, employees broke 35 United performance records in 2002;

B The company has retained its corporate accounts, including all of the top 50 since filing for bankruptcy;
B Significant initial progress has been made in bringing costs in line with revenues; and

B United has rapidly implemented key business initiatives, including national and international code-share
agreements, other international alliances and carefully researched and orchestrated marketing initiatives,
such as the business fare sale launched in January.

In developing our strategy for the future, we took a critical look at every part of our operations through the
eyes of our customers — and we built a comprehensive plan for transformation focused on serving their needs
even more effectively. At the same time, we also took into consideration the two imperatives required of us by
the capital markets: (1) the need to create a cost structure that can weather significant economic challenges,
and (2) the need to meet and beat competition that comes our way, including from low-cost carriers. We are
working collaboratively with our unions, our creditors’ committee and others in order to:

B Create an expanded, integrated suite of travel products that together will enhance and sustain our value
to our core business customers while offering attractive, competitively priced products to retain price-
sensitive business and leisure travelers and feed the mainline;

B Maximize the value and efficiency of United’s global route network and leverage the power of our world-
wide alliances;

B Reduce our costs and gain the flexibility needed to compete effectively in a changing market; and

B Ensure United is an attractive place to work for our employees in a way that is real and sustainable
through both upswings and downturns in the economy.

Our network model will continue to be a real strength. The hub-and-spoke model increases our ability to
connect customers effectively, drives scheduling advantages and provides customers with a more seamless
travel experience worldwide. Within the network, we will continue to concentrate on what we do best — deliv-
ering top quality service to our core business customers through United's mainline. Our route structure will be
kept intact and supported by strengthening United's growing national and international alliance partnerships
and by continuing to enhance our vital express carriers with more regional jets feeding the mainline.
Additionally, United remains determined to tap the market for price sensitive customers with our own value for
money, low-cost approach.

United is moving decisively in close collaboration with all our constituents to address the extraordinary
challenges we as a company and industry face today. We cannot and will not repeat the mistakes of the past.
Throughout this process we remain dedicated to keeping a sharp focus on our customers and to maintaining
the best performance of any of our competitors. United's plan for transforming our business addresses our dual
goals of successfully emerging from Chapter 11 and building a durable foundation for the future. Our long-term
commitment is to become a competitive, resilient airline with the flexibility and best-in-class cost structure that
will keep United in its rightful position of leadership in the airline industry.

Lastly, on behalf of our employees, | want to thank all those whose active support is enabling us to reach
our goals, starting with our corporate and individual customers. We are grateful for the help of so many, including
our business partners, union leaders, government officials, civic and business leaders and many more. All of
us at United are pledged to doing our best work each day to rebuild this company.

Sincerely,
////rm 24//%
Glenn Tilton

Chairman, President and CEO
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ITEM 1. BUSINESS.

UAL Corporation ("UAL" or the "Company") was incorporated under the laws of the State of Delaware on December 30, 1968.
The world headquarters of the Company islocated at 1200 East Algonquin Road, EIk Grove Township, Illinois 60007. The Company's
mailing address is P.O. Box 66919, Chicago, I1linois 60666. The telephone number for the Company is (847) 700-4000.

UAL isaholding company and its principal, wholly owned subsidiary is United Air Lines, Inc., a Delaware corporation
("United"). United's operations, which consist primarily of the transportation of persons, property and mail throughout the U.S. and
abroad, accounted for most of the Company's revenues and expenses in 2002. United is the second largest scheduled passenger airline
in the world and for the full year 2002 was the industry leader in domestic on-time performance, according to U.S. Department of
Transportation data.

The Company's web address is www.united.com. Through the Company's web site, its annual report on Form 10-K, quarterly
reports on Form 10-Q, current reports on Form 8-K, and all amendments to those reports are made available (free of charge) as soon as
reasonably practicable after such material is electronicaly filed with or furnished to the Securities and Exchange Commission.

This Form 10-K contains various "forward-looking statements” within the meaning of Section 27A of the Securities Act of 1933, as amended, and Section 21E
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of the Securities Exchange Act of 1934, as amended. Forward-looking statements represent the Company's expectations and beliefs concerning future events,
based on information available to the Company on the date of the filing of this Form 10-K, and are subject to various risks and uncertainties. Factors that
could cause actual results to differ materially from those referenced in the forward-looking statements are listed in the last paragraph of the section, "Outlook
for 2003" in Item 7. Management's Discussion and Analysis of Financial Condition and Results of Operations.

The Company disclaims any intent or obligation to update or revise any of the forward-looking statements, whether in response to new information, unforeseen
events, changed circumstances or otherwise.

Bankruptcy Considerations

On December 9, 2002 (the "Petition Date"), UAL, United and 26 other direct and indirect wholly owned subsidiaries (collectively,
the "Debtors") filed voluntary petitions for relief under Chapter 11 of the United States Bankruptcy Code in the United States
Bankruptcy Court for the Northern District of Illinois, Eastern Division, in Chicago (the "Bankruptcy Court") under case numbers
02-B-48191 through 02-B-48218 (the "Chapter 11 Cases"). Specific information pertaining to the bankruptcy filing may be obtained
from the website www.pd-ual.com.

The Debtors are currently operating their business as "debtors-in-possession” under the jurisdiction of the Bankruptcy Court and in
accordance with the applicable provisions of the Bankruptcy Code, the Federal Rules of Bankruptcy Procedure and applicable court
orders. In general, as debtors-in-possession, the Debtors are authorized under Chapter 11 to continue to operate as an ongoing business,
but may not engage in transactions outside the ordinary course of business without the prior approval of the Bankruptcy Court.

Changes in consumer behavior, particularly the reduction in business travel and the changes in businesstravel patterns, have led to
asignificant declinein revenues, yield and revenue passenger miles for United, which in turn have severely impacted the Company's
financial condition and United's ability to meet some of its maturing debt obligations. The Company filed for bankruptcy because the
Chapter 11 process offered the best available means to facilitate the implementation of necessary changes to the Debtors' businessto
bring costs and operationsin line with the current business environment. In addition, the protections of the Chapter 11 process offered
the Debtors access to capital through debtor-in-possession financing that otherwise would not have been available.

On the Petition Date, the Bankruptcy Court gave interim approval for an aggregate of up to $1.5 billion in debtor-in-possession
secured financing (the "DIP Financing"). The DIP Financing is structured as a $300 million facility from Bank One, NA (the "Bank One
Facility") and a$1.2 billion facility provided by a group led by JPMorgan Chase Bank, Citicorp USA, Inc., Bank One, NA and The CIT
Group/Business Crediit, Inc. (the "Club Facility"). The Company has received commitments of $1.0 billion under the Club Facility
following the completion of the syndication process for that facility; the balance is conditioned upon the participation of one or more
additional lenders, subject to approval by the existing participants. The Company currently has access to the entire Bank One Facility
and to $500 million of the Club Fecility. Access to the balance of the Club Facility is subject to specified terms of that facility. These
terms require that the Company achieve performance milestones under its business plan, which include substantial cost savingsin the
near term. Fina approval of the DIP Financing was granted by the Bankruptcy Court on December 30, 2002.

United's DIP Financing requires compliance with anumber of financial covenants, including the achievement of specified earnings
thresholds. The adverse economic impact of external events, such as those described below in "Fuel," "Conflict with Iraq" and
"Employees - Labor Matters," if not offset by the achievement of savings el sewhere, could lead to the breach of one or more of those
covenants and, absent awaiver from the DIP lenders, their foreclosure on substantial assets United needs to operate its business. For
more information on the DIP Financing, see Note 1, "Proceedings Under Chapter 11 of the Bankruptcy Code" in the Notes to
Consolidated Financial Statements.

In order to exit Chapter 11 successfully, the Company will need to propose, and obtain confirmation by the Bankruptcy Court of, a
plan of reorganization that satisfies the requirements of the Bankruptcy Code. A plan of reorganization would resolve, among other
things, the Debtors' pre-petition obligations, set forth the revised capital structure of the newly reorganized entity and provide for its
corporate governance subsequent to exit from bankruptcy. On March 21, 2003, the Bankruptcy Court approved the extension to October
2003 of the Company's "exclusivity period," during which it isthe only party permitted to file a plan of reorganization. Under certain
circumstances, the exclusivity period could be shortened by two months. The timing of filing a plan of reorganization by the Company
will depend on the timing and outcome of numerous other ongoing matters in the Chapter 11 Cases. Although the Company expects to
file aplan of reorganization that provides for its emergence from bankruptcy as a going concern, there can be no assurance at thistime
that a plan of reorganization will be confirmed by the Bankruptcy Court or that any such plan will be implemented successfully.

Under Section 362 of the Bankruptcy Code, the filing of a bankruptcy petition automatically stays most actions against a debtor,
including most actions to collect pre-petition indebtedness or to exercise control over the property of the debtor's estate. Absent an order
of the Bankruptcy Court, substantially all pre-petition liabilities are subject to settlement under the plan of reorganization.

Notwithstanding the preceding general discussion of the automatic stay, the Debtors' rights to possess and operate certain
qualifying aircraft, aircraft engines and other aircraft-related equipment that are leased or subject to a security interest or conditional sale
contract are governed by a particular provision of the Bankruptcy Code that specifies different treatment. Section 1110 of the
Bankruptcy Code ("Section 1110") provides that unless the Debtors take certain action, within 60 days after the Petition Date or such
later date asis agreed by the applicable lessor, secured party, or conditional vendor, the contractua rights of such financier to take
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possession of such equipment and to enforce any of its other rights or remedies under the applicable agreement are not limited or
otherwise affected by the automatic stay or any other provision of the Bankruptcy Code. For more information on Section 1110, see
"Properties - Flight Equipment" under Item 2 below and Note 1, "Proceedings Under Chapter 11 of the Bankruptcy Code" in the Notes
to Consolidated Financial Statements.

Under Section 365 of the Bankruptcy Code, the Debtors may assume, assume and assign, or reject certain executory contracts and
unexpired leases, including leases of real property, aircraft and aircraft engines, subject to the approval of the Bankruptcy Court and
certain other conditions. In general, rejection of an unexpired lease or executory contract is treated as a pre-petition breach of the lease
or contract in question. Subject to certain exceptions, this rejection relieves the Debtors of performing their future obligations under that
lease or contract but entitles the lessor or contract counterparty to a pre-petition general unsecured claim for damages caused by the
deemed breach.

Counterparties to these rejected contracts or leases may file proofs of claim against the Debtors' estate for such damages. Dueto
the uncertain nature of many of the potential rejection and abandonment related claims, the Company is unable to project the magnitude
of these claims with any degree of certainty at thistime.

Generaly, the assumption of an executory contract or unexpired lease requires a debtor to cure most existing defaults under such
executory contract or unexpired lease.

The Bankruptcy Code provides specia treatment for collective bargaining agreements ("CBAS"). In particular, Section 1113(c) of
the Bankruptcy Code permits the Company to move to reject its collective bargaining agreements if the Company first satisfies a number
of statutorily prescribed substantive and procedural prerequisites and obtains the Bankruptcy Court's approval of the regjection. After
bargaining in good faith and sharing relevant information with its unions, the debtor must make proposals to modify its existing CBAs
based on the most complete and reliable information available at the time. The proposed modifications must be necessary to permit the
reorganization of the debtor and must ensure that all the affected parties are treated fairly and equitably relative to the creditors and the
debtor. Ultimately, rejection is appropriate if the unions refuse to agree to the debtors necessary proposals "without good cause" and the
balance of the equities favors rejection. See "Employees - Labor Matters' below under this Item 1 and "Labor Matters" under
Management's Discussion and Analysis of Financial Condition and Results of Operation.

The United States Trustee for the Northern District of Illinois (the "U.S. Trustee") has appointed an official committee of unsecured
creditors (the "Creditors Committee”). The Creditors Committee and its legal representatives have aright to be heard on all matters
that come before the Bankruptcy Court. There can be no assurance that the Creditors Committee will support the Debtors' positions or
the Debtors' ultimate plan of reorganization, once proposed, and disagreements between the Debtors and the Creditors Committee could
protract the Chapter 11 Cases, could negatively impact the Debtors' ability to operate during the Chapter 11 Cases and could prevent the
Debtors emergence from Chapter 11.

At thistime, it is not possible to predict accurately the effect of the Chapter 11 reorganization process on the Company's business or
when it may emerge from Chapter 11. The Company's future results depend on the timely and successful confirmation and
implementation of a plan of reorganization. The rights and claims of various creditors and security holders will be determined by the
plan aswell. No assurance can be given as to what values, if any, will be ascribed in the bankruptcy proceedings to each of these
constituencies, and it is possible that UAL's equity or other securities will be restructured in a manner that will reduce substantially or
eliminate any remaining value. Accordingly, the Company urges that appropriate caution be exercised with respect to existing and future
investmentsin any of such securities and claims.

On February 24, 2003, the Bankruptcy Court entered a preliminary injunction in order to restrict the trading of the Company's
common stock and debt interests in the Company. The purpose of the preliminary injunction was to ensure that the Company did not
lose the benefit of its net operating loss ("NOL"). Under federal and state income tax law, an NOL can be used to offset future taxable
income, and thusis an extremely valuable asset. However, a company can lose the benefit of its NOLs if the company is deemed to
undergo an "ownership change" under certain very specific tax rulesin the Internal Revenue Code. Excessive trading in a company's
stock (or debt when the company isin bankruptcy) can trigger such an "ownership change,” and thus the Company sought to restrict the
trading of the Company's common stock and debt interests.

Under the terms of the preliminary injunction, no person can buy or sell UAL stock if that person holds more than 4.8 million
shares of UAL common stock or would hold more than 4.8 million shares after the purchase. Any person who holds more than $200
million in debt claims against UAL must register as a "substantial claimholder" with UAL, and no person may acquire debt claims
against UAL if the acquisition of the claims would cause them to hold more than $200 million in such claims. See Note 7, "Income
Taxes" in the Notes to Consolidated Financial Statements.

Plan for Transformation

Central to UAL's reorgani zation and emergence from Chapter 11 isits plan for transformation, which outlines the fundamental
changesto United's strategic direction. The plan, which the Company seeks to refine through further collaboration with its employee and
creditor congtituencies, isintended to lay the foundation for a company that is successful and competitive for the long run. Core
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objectives of the plan are the reduction of United's labor and non-labor costs and the devel opment of a more comprehensive and
compelling portfolio of products. Key operational elements of the plan include: (1) the preservation and enhancement of United's
extensive mainline service targeted primarily at the business traveler; (2) the creation of alow-cost offering to compete directly with
low-cost carriers for leisure and price-sensitive travelers; (3) the growth of the Company's United Express regional operations and (4)
the expansion of United's domestic and international alliances. See Other Information, "Plan for Transformation™ in Management's
Discussion and Analysis of Financial Condition and Results of Operations.

Operations
Segments.

UAL operates its businesses through five reporting segments. North America, the Pacific, the Atlantic and Latin America, each of
which is operated by United, and UAL Loyalty Services, Inc. ("ULS"). Financial information on UAL's operating segments can be
found in Note 23, " Segment Information” in the Notes to Consolidated Financial Statements.

During 2002, United carried approximately 69 million passengers and flew approximately 109 billion revenue passenger miles.
United's network provides comprehensive transportation service within its North American segment and to international destinations
within its Pacific, Atlantic and Latin America segments.

Operating revenues attributed to United's North America segment were $8.8 billion in 2002, $10.7 billion in 2001 and $13.1 billion
in 2000. Operating revenues attributed to United's international segments were $4.7 billion in 2002, $5.4 billion in 2001 and $6.2 billion
in 2000.

North America. Asof March 24, 2003, United serves approximately 83 destinations throughout North America and operates hubs
in Chicago, Denver, Los Angeles, San Francisco and Washington, D.C. United's North America operations accounted for 61.9% of
UAL'srevenuesin 2002.

Pacific. Viaits Tokyo hub, United provides passenger service between its U.S. gateway cities (Chicago, Honolulu, Los Angeles,
New Y ork, San Francisco and Seattle) and the Asian cities of Bangkok, Beijing, Hong Kong, Seoul, Singapore and Taipei. United also
provides nonstop service between Hong Kong and each of Chicago and San Francisco; between San Francisco and each of Osaka,
Shanghai, Sydney and Melbourne (via Sydney); between Los Angeles and Sydney and Melbourne (via Sydney); and between Chicago
and Beijing. In 2002, United's Pacific operations accounted for 16.9% of UAL's operating revenues.

Atlantic. Washington, D.C. is United's primary gateway to Europe, serving Amsterdam, Brussels, Frankfurt, London, Munich and
Paris. Chicago is United's secondary gateway to Europe, with nonstop service to Frankfurt, London and Paris. United also provides
nonstop service between San Francisco and each of London and Frankfurt; and between London and each of Los Angeles, Newark and
New York. In 2002, United's Atlantic operations accounted for 12.9% of UAL's operating revenues.

Latin America. United's primary gateway to Latin Americais Washington, D.C., providing service from Washington, D.C. to
Aruba, Buenos Aires, Rio de Janeiro (one-stop), Sao Paolo, San Juan and St. Thomas. United also provides service from Mexico City to
each of Chicago, Los Angeles, San Francisco, Washington, D.C., and San Jose (Costa Rica). In addition, United has service from
Chicago to Aruba, Montevideo (one-stop), San Juan, Sao Paulo and St. Thomas; between Miami and Buenos Aires and Sao Paulo;
between Los Angeles and Guatemala City, San Jose (one-stop) and San Salvador; between New Y ork and San Juan; and between
Guatemala City and San Jose. In 2002, United's Latin America operations accounted for 3.4% of UAL's revenues.

UAL Loyalty Services, Inc. UAL Loyalty Services, Inc. ("ULS") isthe fifth reporting segment of UAL's operations and accounted
for 4.9% of UAL's 2002 revenues. UL S focuses on expanding the non-core marketing businesses of UAL and building customer loyalty
for United and others. ULS operatesin four areas. loyalty programs, travel distribution, direct-to-consumer services and media assets.

UL S operates substantialy all United-branded travel distribution and customer loyalty e-commerce activities, such as united.com,
and aso owns and manages UAL's interests in various third-party e-commerce enterprises, such as Orbitz and Hotwire. In addition, as
of thefirst quarter of 2002, ULS owns and operates the Mileage Plus frequent flyer programs and is responsible for certain aspects of it,
including member relationships, communications and account management, while United continues to be responsible for the elite
frequent flyer aspects of the program, including the Premier, Premier Executive and Premier Executive 1K programs, as well as the air
travel accrual and award aspects of the program. United also retains responsibility for managing the relationship with Mileage Plus
airline partners, while UL S manages relationships with non-airline business partners, such as the Mileage Plus Visa Card, hotels, car
rental companies and dining programs. UL S also owns and operates certain other United-branded customer programs as well asthe
MyPoints.com online loyalty program, under which registered consumers earn points for goods and services purchased from
participating vendors.

United Cargo®. United Cargo offers both domestic and international shipping through its Small Package Delivery; T.D.
Guaranteed; First Freight; International Freight; UA 2-Day service; and United SameDay. Freight accounts for most of United Cargo's
shipments, while mail remains an important component of United's cargo strategy.

file:/l/K|/DeAragon/SEC/10K/10-K 2002/ual.htm (5 of 87) [3/28/2003 5:13:21 PM]



(1) Summary of Significant Accounting Policies

For the year 2002, United Cargo generated approximately $673 million in freight and mail revenue, which represents a 4.4%
decrease versus 2001. Traffic has gradually improved, but volumes remain below pre-September 11, 2001 levels.

In August 2002, United Cargo opened a new cargo warehouse facility in Chicago, which is presently the largest facility for
processing freight and mail in North America. This completes United Cargo's planned investment in facilities.

In January of 2003, United Cargo, along with Unisys Corporation and two other cargo carriers, launched Cargo Portal Services, an
internet portal that allows freight forwarders to book and manage shipments more easily through the delivery cycle. By providing
enhanced computer-based communications between customers and air carriers, United expects Cargo Portal Services to reduce
transaction costs for both United and its customers.

Fuel. Fuel isUnited's second largest cost behind labor.  The Company's fuel costs and consumption for the years 2002, 2001 and
2000 were as follows:

2002 2001 2000
Gallons consumed (in millions) 2,458 2,861 3,101
Average price per gallon, including tax 78.2¢ 86.5¢ 81.0¢
Cost (in millions) $1,921 $2,476 $2,511

The price and availability of jet fuel significantly affect United's operations. Based on projected 2003 fuel consumption, the
Company estimates that every $0.01 change in the average annual price-per-gallon of jet fuel will impact United's 2003 fuel costs by
approximately $21 million, absent any fuel hedging arrangements. Due to the highly competitive nature of the airline industry, United
may be unable to pass on to its customers any increased fuel costs that it may encounter.

To help mitigate against price increases, United in the past has entered into hedging arrangements. In 2002, United hedged 26% of
its fuel consumption using crude oil and heating oil swaps. United had also put in place hedges for 7% of its estimated fuel consumption
for the first half of 2003 (the impact of these hedgesisincluded in the total fuel cost shown above). However, as aresult of the filing of
the Chapter 11 Cases, the derivatives counterparties terminated all outstanding swap contracts, leaving United completely unhedged. As
market conditions and its economic outlook change, the Company continually evaluates the potential economic benefit of entering into
fuel hedging arrangements.

To ensure adequate supplies of fuel and to provide a measure of control over fuel costs, United ships fuel on major pipelines and
stores fuel closeto its mgjor hub locations. Although the Company currently does not anticipate a significant reduction in the
availability of jet fuel, a number of factors make accurate predictions impossible, including geopoalitical uncertaintiesin oil-producing
nations. For example, hostilitiesin Iraq could lead to disruptionsin oil production and/or to substantialy increased oil prices. The
continuing political turmoil in Venezuela also could have similar effects.

Insurance. United carries hull and liability insurance of atype customary in the air transportation industry, in amounts which it
deems adequate, covering passenger liability, public liability and damage to United's aircraft and other physical property. However, asa
result of the September 11, 2001 terrorist attacks, the premiums have increased significantly.

Additionally, after September 11, 2001 commercial insurers cancelled United's liability insurance for losses resulting from war
perils (terrorism, sabotage, hijacking and other similar perils), but United obtained replacement coverage through the FAA. Under the
Homeland Security Act, which became effective in February 2003, the FAA is authorized to offer thisinsurance through August 31,
2003, and it may be extended to December 31, 2003, if the federal government determines such an extension isin the national interest.
Likewise, United maintains hull war risk insurance through the FAA program, which provides worldwide coverage for war and
associated perils (including hijacking and confiscation). There can be no assurance, however, that the FAA insurance will continue to be
available. Should the FAA discontinue this coverage, obtaining it from commercial underwriters could result in substantially higher
premiums and more restrictive terms, if it isavailable at all.

Also, United maintains other types of insurance such as property and casualty, directors and officers, cargo, automabile and the
like, with limits and deductibles that are standard within the industry. Compared to insurance prior to September 11, the premiums are
substantially higher with lower limits.

Civil Reserve Air Fleet Program. Intime of war or certain other national emergencies, the U.S. government can require United
and other major air carriersto provide airlift services to the U.S. Military under the Civil Reserve Air Fleet Program ("CRAF"). On
February 8, 2003, the U.S. government activated CRAF (for only the second time since the program was established in 1951) because
the U.S. military's airlift needs exceeded the military's capabilities in connection with the buildup of troops in the Middle East. Asa
result, United, along with other U.S. commercial airlines, is currently participating in the transportation of troops and cargo to the
Middle East. While United's participation in the CRAF program to date has had a positive impact on United's profitability, should
United be required to provide a more substantial amount of these services for an extended period, its business could be adversely
impacted.
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Conflict With Iraq

In anticipation of the U.S. conflict with Irag, United conducted extensive contingency preparations and developed a plan to address
the likely effects on the airline industry as awhole and on United in particular. With theinitiation of the military campaign on March
19, 2003, United implemented that plan, which included an immediate reduction in capacity of 8% effective April 6, 2003 and placing a
number of employees on temporary unpaid leave.

In addition, United has been working with other carriers, major labor unions, and the Air Transport Association, a trade association
of major U.S. airlines, to develop and propose a comprehensive government assistance package for the carriers. Potential components
could include relief from certain taxes, the payment by the federal government of al costs for airport security, opening up the Strategic
Oil Reserve and government-provided terrorism insurance for the airlines. At thistimeit isimpossible to assess the prospects of such
legidlation and there can be no assurance that Congress or the President will approve this or any other relief for the industry.

Further, if other relief isinsufficient or is unavailable on atimely basis, the Company may seek to implement additional, temporary
wage reductions for al employees.

Marketing Strategy

United seeks to attract customers and create customer preference for United by providing a comprehensive network, an attractive
frequent flyer program and enhanced and differentiated product and service offerings.

Alliances. United has entered into a number of bilateral and multilateral alliances with other airlines to provide its customers more
choices and to participate in markets worldwide that it does not serve directly. These collaborative marketing arrangements typically
include one or more of the following features: joint frequent flyer participation; code sharing of flight operations (whereby one carrier's
flights can be marketed under the two-letter airline designator code of another carrier); coordination of reservations, baggage handling
and flight schedules; and other resource-sharing activities.

The most significant of these isthe Star Alliance], aglobal integrated airline network co-founded by United in 1997. As of
December 31, 2002, Star Alliance carriers served approximately 727 destinations in approximately 125 countries with approximately
10,622 daily flights. Current Star Alliance partners, in addition to United, are Air Canada, Air New Zealand, All Nippon Airways,
Asiana, Austrian Airlines, bmi, Lauda Air, Lufthansa, Mexicana, SAS, Singapore Airways, Thai International Airways, Tyrolean and
Varig. Two additional carriers are expected to join in 2003: Spanair as of April 1 and LOT Polish Airlines as of October 26. United
currently holds bilateral antitrust immunity with Air Canada and integrated antitrust immunity with Lufthansa, SAS and the Austrian
Airlines Group (which includes Austrian Airlines, Lauda Air and Tyrolean). United has limited antitrust immunity with bmi subject to
completion of an "Open Skies* Agreement between the U.S. and U.K. For more information on Open Skies and international rights, see
"Government Regulation" in this Item 1.

In July 2002, United announced the development of a marketing partnership with US Airways to include joint frequent flyer
participation, joint lounge access and code sharing on certain flights. Currently, United and US Airways have substantialy implemented
the first two of those arrangements. The carriers currently code share on selected flights and expect to compl ete the implementation of
the code sharing element of the partnership by the end of 2003, subject to certain conditions imposed by the U.S. government. On
August 11, 2002, US Airways and certain subsidiaries filed voluntary petitions for relief under Chapter 11 of the Bankruptcy Code.

That caseis till pending before the Bankruptcy Court. Although US Airways has filed a plan of reorganization that has been approved
by its creditors and confirmed by the Bankruptcy Court and that provides for its emergence from bankruptcy as a going concern, there
can be no assurance that such plan will be implemented successfully. If US Airwaysis unable to emerge as a going concern or if it
emerges as a significantly smaller or different company, the anticipated benefits to United of the marketing partnership may never
materialize and United's business may suffer.

United has also formed independent marketing agreements with other air carriers, including Aloha, BWIA West Indies Airways,
Continental Connection (operated by Gulfstream), Great Lakes Airlines (aregional carrier) and Spanair. United continually evaluates
the need for relationships with these and other carriers and from time to time will change its independent marketing partners as
conditions warrant.

In addition, United operates the United Express® marketing program in North America, under which independent regional carriers
serve small and medium-sized cities and link them to United's mainline network. United Express carriers are Air Wisconsin Airlines,
Atlantic Coast Airlines and Sky West Airlines. On February 27, 2003, United announced that it had entered into an agreement with
Mesa Air Group, Inc., pursuant to which Mesa Air will become a United Express carrier on western routes. As part of the Chapter 11
process, the Company is reevaluating each of the contracts with the three existing United Express carriers and may renegotiate or reject
any of these agreements in connection with its reorgani zation.

Mileage Plus. The Mileage Plus frequent flyer program was established to devel op passenger loyalty by offering awards and
servicesto frequent travelers. More than 40 million members have enrolled in Mileage Plus since it beganin 1981. Mileage Plus
members earn mileage credit for flights on United, United Express, the Star Alliance carriers and certain other airlines that participatein
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the program. Miles also can be earned by purchasing the goods and services of non-airline program participants, such as hotels, car
rental companies, and credit card issuers. Mileage credits can be redeemed for free, discounted or upgraded travel and non-travel
awards. For adetailed description of the treatment of Mileage Plus awards, see "Critical Accounting Policies' in Management's
Discussion and Analysis of Financia Condition and Results of Operations.

Distribution Channels. The overwhelming majority of United's airline inventory continues to be distributed through the traditional
channels of travel agencies and global distribution systems ("GDS"). The U.S. Department of Transportation ("DOT") hasissued a
Notice of Proposed Rulemaking that could significantly change the rules under which carriers deal with the GDS. These new rules are
expected to be finalized in January 2004.

United uses the Apollo reservation system, which is hosted by Galileo International. The hosting agreement with Galileo continues
through 2004.

Industry Conditions

Operating Environment. Theair travel businessis subject to seasonal fluctuations. United's operations can be adversely impacted
by winter westher and United's first- and fourth-quarter results normally reflect reduced travel demand. Historically, operating results
are better in the second and third quarters. The events of September 11, 2001, and the recession in the U.S. economy distorted the
normal seasonal relationshipsin 2001 and 2002. Asaresult of the U.S. war with Iraqg, the typical seasonal fluctuations may continue to
be disrupted in 2003.

Competition. Theairline industry is highly competitive. In domestic markets, new and existing carriers are free to initiate service
on any route. United's domestic competitorsinclude al of the other mgjor U.S. airlines as well as regional carriers, most of which have
lower cost structures than United. Recently, three of United's largest competitors, Delta Airlines, Continental Airlines and Northwest
Airlines, have given notice of their intention to implement a comprehensive code sharing arrangement, subject to certain regulatory
approval. The successful introduction of this arrangement, or of other comparable arrangements by other carriers, likely will further
intensify domestic competition.

Initsinternational service, United competes not only with U.S. airlines, but also with foreign carriers. United's competition on
specified international routesis subject to varying degrees of governmental regulations (see "Government Regulation”). United has
advantages over foreign air carriersin the U.S. because of its ability to generate U.S. origin-destination traffic from its integrated
domestic route systems, and because foreign carriers are prohibited by U.S. law from carrying local passengers between two pointsin
the U.S. United experiences comparable restrictionsin foreign countries. In addition, U.S. carriers are often constrained from carrying
passengers to points beyond designated international gateway cities dueto limitations in air service agreements or restrictions imposed
unilaterally by foreign governments. To compensate for these structural limitations, U.S. and foreign carriers have entered into alliances
and marketing arrangements that allow the carriersto provide traffic feed to each other's flights. See "Marketing Strategy - Alliances."

Government Regulation

Domestic Regulation. All carriers engaged in air transportation in the U.S. are subject to regulation by the DOT. Among its
responsihilities, the DOT has authority to issue certificates of public convenience and necessity for domestic air transportation, grant
international route authorities, approve international code share agreements, regulate methods of competition and enforce certain
consumer protection regulations, such as those dealing with advertising, denied boarding compensation and baggage liability.

Airlines are also regulated by the FAA, primarily in the areas of flight operations, maintenance and other safety and technical
matters. The FAA has authority to issue air carrier operating certificates and aircraft airworthiness certificates, prescribe maintenance
procedures, and regul ate pilot and other employee training, among other responsibilities. The FAA aso administersthe U.S. air-traffic
control system. From time to time, the FAA issuesrulesthat require air carriers to take certain actions, such as the inspection or
modification of aircraft and other equipment, that may cause United to incur substantial, unplanned expenses.

From time to time, the Company is subject to inquiries by these and other U.S. and international regulatory bodies. The Company
does not believe that any such existing inquiries will have a material effect on its business.

Access to landing and take-off rights, or "slots," at four U.S. airports historically has been subject to government regulation. At
these airports, O'Hare International in Chicago, John F. Kennedy International and LaGuardiain New Y ork, and Reagan National in
Washington, D.C., the FAA has regulated the number of available slots. The Wendell H. Ford Aviation Investment and Reform Act for
the 21st Century, enacted in April of 2000, eliminated all slot restrictions at O'Hare in July of 2002 and called for the elimination of slot
restrictions at Kennedy and LaGuardia by 2007. The eliminations to date have not had, and the planned eliminations are not expected to
have, amateria effect on the Company.

I nternational Regulation. Internationally, the Company is subject to the aviation authorities of the foreign countries that United
serves. These authorities may from time to time impose regul ations beyond those that apply to United's domestic operations.

Historically, access to foreign markets has been tightly controlled through bilateral treaties regul ating the number of points served,
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the number of carriers and the frequencies of flights. More recently, the U.S. has pursued a policy of "Open Skies," under which the U.S.
government has negotiated a number of bilateral agreements allowing unrestricted access to foreign markets. While a considerable
number of foreignh governments have agreed to Open Skies, several major markets remain subject to restrictive bilateral agreements.
Among them are London and Tokyo, where United has significant operations. Further, United's ability to serve some countries and its
expansion into certain othersis limited by the absence altogether of aviation agreements between the U.S. and the relevant governments.
Shiftsin U.S. or foreign government aviation policies can lead to the alteration or termination of air service agreements between the U.S.
and other countries. These changes could diminish the value of United's international route authority because changesin these
agreements could curtail or terminate United's international rights in the associated markets.

During 2002, United sought to expand its access to and presencein Asia. In response to United's application for additional
frequencies under newly negotiated rightsin the U.S.-Hong Kong bilateral agreement, the DOT awarded United rights that will allow
United to operate a second daily Hong Kong-Tokyo flight. United also was awarded an additional code share frequency to serve
Vietnam, which brings the carrier's current pool of Vietnam code share frequenciesto eight. Although Vietnam holds significant
commercial potential, the absence of an air service treaty between the United States and Vietnam prohibits U.S. carriers from serving
this market directly.

The air services agreement between the U.S. and Japan provides an unlimited number of frequenciesto certain carriers, including
United. United also holds significant traffic rights from Japan to other locations within the Pacific. These rights and the 2002 opening
of Tokyo's Naritaairport's second runway provided United with the opportunity to add service in 2002 between Tokyo and Taipei.

In connection with its international services, United is required to make regular filings with the DOT and, in some cases, to
observe rules establishing the tariffs charged and service provided. In some cases, fares and schedules also require the approval of the
relevant foreign governments.

The European Union (the "EU") istaking an increasingly active role in regulating international aviation. In October of 2002, the
European Commission granted antitrust immunity, subject to certain conditions, to United, Lufthansaand SAS.

In November 2002, the European Court of Justice issued aruling that invalidated certain provisions of aviation agreements between
the U.S. and the EU. The governments are committed to ensuring that this ruling does not interrupt existing air service. This decision
paves the way for the EU to negotiate aviation treaties on behalf of EU Member States with other non-EU countries.

The European Commission continues its attempts to modify the existing regulation that governs slots at EU airports. The most
recent proposal, if accepted, would have the effect of favoring EU airlines and would dramatically ater the manner in which EU slots
are held and allocated. The proposed changes threaten to redefine the issue of slot ownership and impede the selling and trading of slots.

Starting in late 2001 and continuing through March 24, 2002, airport authorities and other regulatory bodies granted United and
other international slot holders short-term waivers from an international rule that ordinarily requires a carrier to forfeit any dot that it
uses less than 80% of the timein any season. Separately, the DOT waived through March 31, 2002 its requirement that U.S. carriersin
limited-entry international markets return to the DOT fregquencies in those markets that they do not use more than 90 days. In light of the
current conflict with Irag, United and other carriers are seeking comparable waivers of the slot and frequency-of-use requirements from
domestic and internationa regulatory bodies and airport authorities.

Legislation. The Air Transportation Safety and System Stabilization Act of 2001 (the "Stabilization Act") established the federal
Air Transportation Stabilization Board ("ATSB") and made $5 billion in federal grants and $10 billion in loan guarantees conditionally
available to the airline industry. The legislation also provides relief from increased insurance premiums, caps potential liability from the
September 11 terrorist attacks, limits liability for any future terrorist events and creates a federal compensation fund for attack victims.
In 2001 and 2002, United received $782 million in grants. On June 24, 2002, UAL submitted an application to the ATSB for aloan
guarantee in connection with a contemplated financing. After discussions with the ATSB and subsequent revision to the application, on
December 4, 2002, the ATSB informed the Company that it had not approved the application. Notwithstanding the denial of the
Company's application for a pre-petition loan guaranty, UAL has been continuing to work with the ATSB toward the possible funding of
aloan that would provide financing to the Company upon its exit from bankruptcy.

Separate legislation enacted in November 2001, the Aviation and Transportation Security Act (the "Aviation Act"), has had
wide-ranging effects on United's operations. The Aviation Act makes the federal government responsible for virtually all aspects of
security that United hastraditionally provided. The Aviation Act created a new government agency, the TSA, responsible for aviation
security. Notably, the Aviation Act required that the security screener workforce be composed entirely of federal employees by
November 2002. Regulations under the Aviation Act also require carriers to charge passengers in the U.S. a security fee of $2.50 per
enplanement, capped at $10.00 per round trip and to remit that fee to the DOT. The DOT, as provided in the Aviation Act, also has
assessed an additional fee, equal to the amount paid by carriers for security screening in the year 2000, directly on air carriersto
compensate for the costs of screening activities and property. The Aviation Act mandates numerous additional security measures,
including that, as of December 31, 2002, all checked baggage be screened by explosive detection systems.

Privacy Laws. Aninitiative of significant impact within the EU and elsewhere is the introduction of privacy standards that apply to
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companies transmitting private information from the EU to non-EU countries. To comply with the privacy directives, the U.S.
Commerce Department and the EU have agreed to safe harbor principles. Although the safe harbor principles are voluntary at thistime,
United plansto comply with them. The U.S. Commerce Department and the EU continue to review the status of voluntary compliance.

Canada, Argentina and Australia have enacted new privacy laws covering the collection and disclosure of personally identifiable
information. These laws may have an impact on the way United collects and transmits personally identifiable information in these
jurisdictions.

Environmental Regulations. The Company, like othersin the airline industry, is subject to federal, state, local, and foreign
environmental laws and regulations concerning emissions to the air, discharges to surface and subsurface waters, safe drinking water,
and the management of hazardous substances, oils, and waste materials. The Company and the industry are also subject to other
environmental laws and regulations, including those that require the Company to remediate soil or groundwater to meet certain
objectives. It isthe Company's policy to comply with all environmental laws and regulations, which can require expenditures. The
Company also conducts voluntary remediation actions. These costs are not expected to have a material adverse effect on the business.

Under the federal Comprehensive Environmental Response, Compensation and Liability Act (commonly known as " Superfund")
and similar environmental clean-up laws, waste generators can be subject to liability for investigation and remediation costs at disposal
sites that have been identified as requiring response actions. The Company has been identified as a potentially responsible party (by a
governmental unit or private party) at certain sites that could result in future expenditures, including the Mattiace Petrochemical
Superfund Site, the Approved Oil Superfund Site, the Chemsol Inc. Superfund Site, and the Gibson Environmental Inc. Superfund Site.

Thereisadispute primarily among United, American, and Ogden Services (as well as Northwest Airlines and Delta) concerning
the responsibility for payment of certain clean up costs for groundwater and soil contamination near terminals 8 and 9 at New Y ork's
JFK Airport. The parties views on proper allocation of the costs differ. Thislitigation, which wasinitiated in 2000 in the Supreme
Court of the State of New Y ork, is currently stayed because of the bankruptcy.

The Miami International Airport has been conducting a long-term project to investigate and remediate soil and groundwater
contamination at the airport. Recently, the Miami International Airport has identified a multitude of current and former tenants it
believes should help pay for these remedial measures, and United is one of these tenants. While the airport initiated alawsuit in 2001
against a handful of potentially responsible parties, United is not one of the parties named in the lawsuit.

In accordance with a June 1999 order issued by the California Regional Water Quality Control Board ("CRWQCB"), United, along
with most of the other tenants of the San Francisco International Airport, has been investigating potential environmental contamination
at the airport and conducting remediation when needed. Among these projectsis an investigation and remediation project for solvent
impacts to soil and groundwater at the San Francisco Maintenance Center. This project is being conducted in accordance with
CRWQCB approvals.

In August 2002, the Company entered into a settlement with the U.S. EPA to address voluntarily disclosed Clean Air Act violations
associated with the requirement that low-sulfur diesel fuel be used in certain ground support equipment. This settlement involves a
penalty payment and performance of a Supplemental Environmental Project (involving the replacement of some older ground support
equipment with new el ectric-powered equipment).

The U.S. EPA and the State of California are seeking penalties, and potentially injunctive relief, from the Company for alleged
non-compliance with hazardous waste generator requirements at United's San Francisco Maintenance Center identified in 1999 and
2001. The Company has been working with both governmental entities to resolve this matter.

In addition to the matters discussed above, from time to time the Company becomes aware of potential non-compliance with
environmental regulations, which have either been identified by the Company (through itsinternal environmental compliance auditing
program) or through a governmental entity. In some instances, these matters could potentially become the subject of an administrative
or judicial proceeding and could potentially involve monetary sanctions of $100,000 or more.

The Company does not expect these matters, individually or collectively, to have amaterial adverse effect on the Company.
Employees- Labor Matters

As of March 1, 2003, the Company and its subsidiaries had approximately 72,000 employees, of which approximately 80% are
represented by various labor organizations. This number represents a significant reduction from the end of 2001, when the Company
and its subsidiaries had approximately 84,000 employees. Thisreduction was a direct response to the continuing adverse impact on air
travel resulting from the September 11, 2001 terrorist attacks, reduced demand for air travel in general, as well as United's concerted
efforts to reduce costs.

The employee groups, number of employees, labor organization and current contract status for each of United's collective
bargaining groups, as of February 28, 2003, were as follows:
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Number of Contract Open
Employee Group Employees Union for Amendment
Pilots 8,231 ALPA September 1, 2004
Flight Attendants 18,099 AFA March 1, 20061
Mechanics & Related 10,326 1AM July 12, 2005
Public Contact Employees/Ramp &
Stores/Food Service Employees 21,180 IAM November 1, 2004
Dispatchers 173 PAFCA January 1, 2005
Meteorologists 18 TWU June 1, 2005

Collective bargaining agreements ("CBAS") are negotiated under the Railway Labor Act, which governs labor relationsin the
transportation industry, and typically do not contain an expiration date. Instead, they specify an amendable date, upon which the
contract is considered "open for amendment.” Prior to the amendable date, neither party is required to agree to modifications to the
bargaining agreement. Nevertheless, nothing prevents the parties from agreeing to start negotiations or to modify the agreement in
advance of the amendable date. Contracts remain in effect while new agreements are negotiated. During the negotiating period, both the
Company and the negotiating union are required to maintain the status quo.

In order to meet the earnings covenant under the DIP Financing, United needed to obtain substantial |abor savings from its
employees by mid-February 2003. Therefore, the Company imposed immediate wage reductions on its management and salaried
employees, including officersin December 2002. Additionally, United immediately began negotiations with all of its unionsin early
December regarding the changes to the Company's CBAS necessary to satisfy United's short-term and long-term financial and business
imperatives.

In the event the parties cannot reach consensual modifications, Section 1113(c) of the Bankruptcy Code permits the Company to
moveto regject its CBAs. Under Section 1113(c), the Company must satisfy several statutorily prescribed substantive and procedural
prerequisites before the Bankruptcy Court will authorize the Company to reject its CBAs. In order to meet the deadline imposed by the
DIP Financing covenants for reducing its labor costs, United had been prepared to file amotion to reject its CBAS pursuant to Section
1113(c) of the Bankruptcy Code by December 26, 2002, if consensual CBA modifications could not be reached before that date.

Asthe December 26 deadline neared, however, United and several of its unions agreed to consensual interim wage relief from its
unions that would alow United and its unions more time to continue negotiations to reach agreements on the CBA modifications
necessary for United to reorganize successfully while still meeting the short-term financial imperatives established by the DIP
covenants. United reached agreements with four of its five unions to reduce wages on an interim basis, effective January 1, 2003 to April
30, 2003. The leadership of the IAM rejected the Company's proposal and therefore, on December 27, 2002, United filed a motion with
the Bankruptcy Court to impose awage reduction for the |AM-represented employees. On January 10, 2003, the Bankruptcy Court
granted the Company's motion.

1 The collective bargaining agreement between the Company and the AFA provides for negotiated mid-term wage adjustments.

Under the terms of the interim agreements with its unions, and the relief granted by the Bankruptcy Court against the IAM, United
agreed not to file amotion to reject its CBAS pursuant to Section 1113(c) before March 15, 2003. In the meantime, United and its unions
continued negotiations. The Company's DIP covenants, however, still require United to obtain all of the relief sought in its proposed
CBA modifications by May 1, 2003. Asaresult, on March 17, 2003, United filed a motion to reject its CBAS pursuant to Section
1113(c) and the Bankruptcy Court has scheduled hearings on this motion for April 14. March 17 was the deadline by which such a
motion needed to be filed to ensure that the Company could obtain aruling on its motion by early May 2003 and stay in compliance with
its DIP Financing covenants.

On March 26, 2003, the Company reached a tentative agreement with the Air Line Pilots Association, International ("ALPA™) on a
restructured CBA. The agreement, which will become effective May 1, 2003, if ratified by the pilot membership, has a 6-year duration
and would reduce pay and benefits, and improve productivity (through work rule changes), by an average of approximately $1.1 billion
per year versus the current contract. As part of these changes, retirement and medical benefits for pilots would be reduced through a
decrease in the Company's contribution to the pilot defined contribution plan, areduction in the formulafor their defined benefit plan,
and changes to the medical plan including increases to co-payments.

The tentative agreement includes a success-sharing program that provides the opportunity for annual pay-outs tied to the
Company's level of profitability and performance. The tentative agreement provides for significantly enhanced flexibility with respect
to regional jets, code share arrangements and a low-cost offering. Finally, the Company has agreed to include in its plan of
reorganization provisions that pilots would receive a distribution of the equity, securities or other consideration provided to the general
unsecured creditors. Additionally, the Company had agreed that any plan of reorganization it proposes or supports will provide the pilot
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group with adistribution of the above-described equity, securities or other consideration (as compared to the total distribution provided
to all employee groups) which matches the proportion of pilots contribution to total employee cost reductions.

The pilot contribution in the tentative agreement represents a significant portion of the overall labor cost reductions sought by the
Company. Should the Company be unable to abtain labor cost reductions from any of its union groups (through consensual agreements
or otherwise) which fall below the relief the Company has articul ates as necessary from that group, the Company has agreed to
proportionately reduce ALPA's approximate $1.1 billion contribution.

For additional information on labor negotiations, see Other Information, "Labor Agreements’ in Management's Discussion and
Analysis of Financia Condition and Results of Operations.

Corporate Governance and the ESOPs; Sunset

In July 1994, the stockholders of UAL approved a plan of recapitalization that provided an approximately 55% equity and voting
interest in UAL to certain employees of United, in exchange for wage concessions and work-rule changes. The employees equity
interest was allocated to individual employee accounts through the year 2000 under the Employee Stock Ownership Plans ("ESOPS")
created as part of the recapitalization. The entire ESOP voting interest is voted by the ESOP trustee at the direction of, and on behalf of,
the employees participating in the ESOPs through V oting Preferred Stock. For further background information and a description of the
ESOPs see Note 16, "ESOP Preferred Stock™ and Note 19, "Employee Stock Ownership Plans' in the Notes to Consolidated Financial
Statements.

As part of the recapitalization, the Company's stockhol ders approved an elaborate governance structure, which was contained
principally in the Company's Restated Certificate of Incorporation ("UAL Charter") and the ESOPs. Among other matters, the UAL
Charter provided that the Company's Board of Directors was to consist of five public directors, four independent directors and three
employee directors appointed by different classes of stockholders. A number of special stockholder, Board and Board Committee voting
requirements were also established which included special Board voting regquirements on Extraordinary Matters (e.g. specified business
transaction outside the ordinary course of business; significant asset dispositions; and most issuances of equity securities), amendments
to the UAL Charter and specified bylaws, repurchases of common stock, stock sales to employee benefit plans, and business transactions
with labor.

Under the terms of the UAL Charter, these special governance provisions, except as set forth below, expired or "Sunset” in all
relevant respects on March 7, 2003, when the (a) common shares issuable upon conversion of outstanding Class 1 and Class 2 ESOP
convertible preferred stock, plus (b) Common Equity (generally common stock issued or issuable as of July 1995) and common stock
held in the ESOP and any other employee benefit plans sponsored by UAL or any of its subsidiaries for the benefit of employees,
represented, in the aggregate, less than 20% of Common Equity. For purposes of measuring the Sunset, employee ownership was
33.37% at December 31, 2002 and 19.21% on March 7, 2003. After Sunset, Class P Voting Preferred Stock, Class M Voting Preferred
Stock and Class S Voting Preferred Stock represent the right to cast in the aggregate the number of votesthat is equal to 46.23%,
37.13% and 16.64%, respectively, of the number of shares of Common Stock issuable upon conversion of ESOP Preferred Stock
outstanding or issuable under the Supplemental ESOP. The following provisions relating to the Board of Directors are in effect
following Sunset: the three employee directors (representing ALPA, IAM and salaried and management employees) continue to serve on
the Board; the Board size remains at 12 directors; the Outstanding Public Director Nominating Committee has the responsibility to
nominate up to nine directors; and the two union directors serve on the Executive Committee and on any other committees with
responsibilities substantially the same as to those of any committee on which the union directors were serving immediately prior to
Sunset.

This section isintended as a general summary and is qualified in its entirety by reference to the UAL Charter.

ITEM 2. PROPERTIES.
Flight Equipment

As of December 31, 2002, United's operating aircraft fleet totaled 567 jet aircraft, of which 267 were owned and 300 were |eased.
These aircraft are listed below:

Average Average
Aircraft Type No. of Seats  Owned L eased Total Age (Years)
A319-100 120 33 22 55 3
A320-200 138 43 55 98 5
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B737-300 120 10 91 101 14
B737-500 104 39 18 57 11
B747-400 347 23 21 44 8
B757-200 182 43 54 97 11
B767-200 168 18 0 18 20
B767-300 219 17 20 37 8
B777-200 288 41 _19 _60 4
Total Operating Fleet 267 300 567 9

As of December 31, 2002, all 267 of the aircraft owned by United were encumbered under debt agreements. For additional
information on accounting for these aircraft see Note 12, "Long-Term Debt" and Note 13, "L ease Obligations® in the Notes to
Consolidated Financial Statements.

United has on firm order with the manufacturers 42 Airbus A319-100 and A320-200 and one Boeing 777-200 aircraft. The
Company is evaluating these contractsin light of itsfinancial condition and operational requirements.

In connection with the Company's bankruptcy reorganization under Chapter 11, United is reassessing its fleet requirementsand is
seeking to reduce significantly its aircraft financing costs. Central to this undertaking is the Company's effort to readjust |ease and
mortgage payments for aircraft whose fair market values have fallen since the execution of the original agreements. United is
negotiating with a significant number of its aircraft lenders and lessors to restructure the underlying financings to reflect current market
rates. Although the Company has reached agreements in principle with respect to a number of aircraft, there can be no assurance that
those tentative arrangements will be successfully converted to final contracts, or that other comparabl e arrangements will be available to
the Company. To the extent United is unable to reach final agreements at economically attractive terms for the requisite number of
aircraft, itsfinancial and operational performance may be adversely affected.

Under Section 1110 of the Bankruptcy Code, the automatic stay lasts for only 60 days with respect to Section 1110-€ligible aircraft,
engines and related equipment except under two conditions. The debtor may extend the 60-day period by agreement of the relevant
financier, with court approval. Alternatively, the debtor may agree to perform all of the abligations under the applicable financing and
cure any defaults thereunder as required by the Bankruptcy Code. In the absence of either such arrangement, the financier may take
possession of the property and enforce any of its contractual rights or remedies to sell, lease or otherwise retain or dispose of such
equipment.

The 60-day period under Section 1110 in UAL's Chapter 11 Case expired on February 7, 2003. The Company has reached
agreements with a significant number of aircraft financiers to extend the automatic stay, in exchange in certain instances for United's
agreement to make specified payments. United also has made elections with respect to certain other aircraft to cure al existing defaults
and to pay the contract rates as required by the Bankruptcy Code. With respect to certain aircraft, however, United neither negotiated an
extension of the automatic stay nor agreed to cure and resume payments. Accordingly, the financiers of such aircraft may seek to
repossess the property. Although no such financiers have sought to repossess any United equipment, and although the Company
believes that market conditions for commercial aircraft make repossession unlikely, there can be no assurance that UAL's lenders and
lessors will not repossess any of the applicable aircraft. Any such repossessions could result in substantial disruptionsto United's
operations and could have a material adverse effect on the Company's business.

For more information on Section 1110, see Note 1, "Proceedings Under Chapter 11 of the Bankruptcy Code" in the Notes to
Consolidated Financial Statements.

Ground Facilities

United has entered into various leases relating to its use of airport landing areas, gates, hangar sites, terminal buildings and other
airport facilities in most of the municipalitiesit serves. Major leases expire at San Francisco in 2003 and 2011, Oakland in 2007,
Washington-Dullesin 2014, Chicago O'Harein 2018, Los Angelesin 2021, Denver in 2025 and Indianapolisin 2031. United intendsto
exercise its rights under the 2003 San Francisco lease by extending the term until 2013 pursuant to a 10-year renewa option. United
owns a 106-acre complex in suburban Chicago consisting of more than 1,000,000 square feet of office space for its world headquarters,
acomputer facility and atraining center. United also owns aflight training center, located in the City and County of Denver, that can
accommodate 36 flight simulators and more than 90 computer-based training stations. Both the Chicago and Denver facilities are fully
mortgaged. United owns a limited number of other properties, including a reservations facility and an office building in Denver and a
crew hotel in Honolulu, Hawaii; all of these facilities are fully mortgaged.

United's Maintenance Operation Center at San Francisco International Airport occupies 129 acres of land, 3,000,000 square feet of
floor space and 12 aircraft hangar docks under alease expiring in 2003, with an option to extend for 10 years. United intends to exercise
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its rights under the lease agreement by extending the term until 2013 pursuant to the renewal option. United's Indianapolis Maintenance
Center, amajor aircraft maintenance and overhaul facility, is operated under alease with the Indianapolis Airport Authority that expires
in 2031. The Indianapolis Maintenance Center occupies 300 acres of land, 1,690,000 square feet of floor space and 12 aircraft hangar
docks. United also leases amajor facility at the Oakland, California airport, dedicated to widebody airframe maintenance. The Oakland
facility occupies 44 acres of land, 380,000 square feet of floor space and has four aircraft hangar docks.

United's off-airport leased properties have included a number of ticketing, sales and general office space in the downtown and
outlying areas of most of the larger cities comprised in the United system. As part of its restructuring and cost containment efforts,
United has closed, terminated or rejected all of its city ticket office leases. United continues to lease and operate a number of general
office, reservations, sales and other support facilities.

At December 31, 2002, approximately $1.7 billion in special facilities revenue bonds ("municipal bonds") originally issued on
behalf of United to build or improve airport-related facilities were outstanding. The Company leases facilities at airports pursuant to
| ease agreements where municipal bonds funded at least some of its airport-related projects. Pursuant to the financing agreements
entered into by United in connection with such issuance of municipal bonds, the Company is required to make payments in amounts
sufficient to pay the interest semi-annually with principal payable upon maturity.

United is not permitted under the Bankruptcy Code to make payments on unsecured pre-petition debt without providing notice to its
creditors and receiving the approval of the Bankruptcy Court. As United has been advised its municipal bonds are unsecured (or in
certain instances, partially secured) pre-petition debt, United cannot make payments thereon without first meeting the requirements
outlined above.Accordingly, the Company has classified all of its municipal bonds as liabilities subject to compromise.

Section 365 of the Bankruptcy Code requires that the Company timely perform all of its post-petition obligations under unexpired
leases of non-residential real property. The Company believesthat it isin compliance with all payment obligations under its lease
agreements relating to those airports where it has municipal bonds outstanding. Under certain of the airport |ease agreements, however,
the Company may be considered in default due to the non-payment of the debt and therefore subject to the default provisions of the lease
agreements with the airports. Possible consequences could include loss of the Company's status as a signatory airline (resulting in
increased rents and landing fees) and loss of the Company's exclusive space agreement.

The Company did not pay certain rental and landing fees when first due on December 1, 2002 under its airport use agreement with
the City of Chicago with respect to the Chicago O'Hare International Airport. By letter to the Company dated December 4, 2002,
Corporation Counsel for the City of Chicago asserted that the Company may have forfeited its exclusive rightsto its premises at O'Hare
on account of the Company's non-payment of such rental and landing fees. By letter to Corporation Counsel for the City of Chicago on
December 5, 2002, the Company confirmed that it had paid, by wire transfer, on December 5, 2002, the full payment of outstanding
rental and landing fee obligations at O'Hare and that such payment constituted a cure of any delinquency or default and that the
Company's rights under such lease remain unaffected. Likewise, by letter to Corporation Counsel for the City of Chicago on December
6, 2002, the Company reiterated its position that the December 5th payment represented a cure of any rental delinquencies or defaults
and that the City's attempt to modify the Company's exclusive rights was ineffective. A difference of opinion remains asto whether the
City of Chicago's attempt to change the exclusive nature of the premises at O'Hare has any legal effect.

The Company did not make the debt service payments due March 1, 2003 of approximately $3.2 million on its Chicago O'Hare
Series 1999A Bonds and of approximately $1.0 million on its Miami-Dade Series 2000 Bonds. Additionally, the Company does not
intend to make debt service payments or any other payment due on or after April 1, 2003 on any of the municipal bond issuances, which
include those referenced above, issued on behalf of the Company and relating to domestic airport financings.

The Company filed a Complaint Of Debtor For Declaratory Judgment with the Bankruptcy Court on February 28, 2003 and entered
into a Standstill Agreement with the City of Chicago to seek clarification of its obligations under the municipal bonds and to protect its
rights under its airport |ease agreement at Chicago's O'Hare International Airport until the Bankruptcy Court decides the merits of the
complaint.

On March 21, 2003, the Company filed other Complaints of Debtor for Declaratory Judgment and, in connection therewith,
corresponding Mations for Temporary Restraining Order with respect to the municipal bonds issuances relating to the facilities at the
Denver International Airport, the New Y ork City - John F. Kennedy International Airport, the San Francisco International Airport, and
the Los Angeles International Airport, each seeking a clarification of the Company's obligations under the applicable municipal bonds,
and the protection of its rights under its underlying airport |ease agreements at the applicable airport until the Bankruptcy Court decides
the merits of each of the above complaints. On March 27, the Bankruptcy Court conducted a hearing on thisissue. At that time, the
Court continued the hearing until March 31, 2003 and the parties are attempting to negotiate an order that would protect the Company's
rights under its leases by requiring the lessors to give additional notice of certain alleged defaults. The Company is unable to predict
what, if any, action might be taken in the future by either the bondholders or the airport authorities as aresult of its failure to pay these
obligations as contractually required.
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ITEM 3. LEGAL PROCEEDINGS.
Inre: UAL Corporation, et. al.

As discussed above, on the Petition Date, the Company, United and 26 other direct and indirect wholly owned subsidiaries filed
voluntary petitions for reorganization under Chapter 11 of the Bankruptcy Code in the Bankruptcy Court. The Chapter 11 Cases are
being jointly administered under the caption "In re UAL Corporation, et al., Case Nos. 02-B-48191 through 02-B-48218." As
debtors-in-possession, the Debtors are authorized under Chapter 11 to continue to operate as an ongoing business, but may not engagein
transactions outside the ordinary course of business without the prior approval of the Bankruptcy Court. As of the Petition Date,
virtually al pending litigation (including some of the actions described below) is stayed, and absent further order of the Bankruptcy
Court, no party, subject to certain exceptions, may take any action, again subject to certain exceptions, to recover on pre-petition claims
against the Debtors. In addition, Debtors may reject pre-petition executory contracts and unexpired lease obligations, and parties
affected by these rejections may file claims with the Bankruptcy Court. At thistime, it is not possible to predict the outcome of the
Chapter 11 Cases or their effect on the Company's business.

Summersv. UAL Corporation ESOP, et. al.

The UAL Corporation ESOP and the ESOP Committee were sued on February 28, 2003, by certain ESOP participantsin a
purported class action that alleges that the ESOP Committee breached its fiduciary duty by not selling UAL stock held by the ESOP
from July 19, 2001 to the present. The complaint cites numerous events and disclosures that allegedly should have aerted the
Committee to the need to sell the shares. The ESOP committee ultimately appointed State Street to act as fiduciary, and State Street
started selling the shares in September 2002 when the stock was trading between $1 and $5 per share. The Company has $10 millionin
fiduciary insurance in place to cover some portion of any liability and is obligated to indemnify the Committee members beyond that
coverage.

Frank, et al. v. United; EEOC v. United

A class action lawsuit against United was filed on February 7, 1992 in federal district court in California, alleging that United's
former flight attendant weight program, in effect from 1989 to 1994, unlawfully discriminated against flight attendants on the grounds of
sex, age and other factors, and seeking monetary relief. On April 29, 1994, the class was certified as to the sex and age claims.
Following extensive motion practice, on March 10, 1998, the district court dismissed all the claims against United. Following an appeal
to the U.S. Court of Appealsfor the Ninth Circuit, athree-judge panel of the Ninth Circuit, on June 21, 2000, overturned the ruling. The
court ruled that the plaintiffs were entitled to judgment as a matter of law on their claims for discrimination based on sex and that a trial
was required for determination on their claims for age discrimination. In addition, the appellate court reversed the dismissal of all
individual class representative claims of discrimination and the case was remanded to the district court for further proceedings. United's
petition before the U.S. Supreme Court was rejected. Prior to United's Chapter 11 filing, the parties settled the case to enable plaintiffs
to establish the size of their unsecured claim. The automatic stay resulting from United's Chapter 11 filing will be lifted to allow the
court to conduct proceedingsto allow the finalization of the settlement as to the class.

Hall d.b.a. Travel Specialistsv. United

A North Carolinatravel agent filed an antitrust class action suit against United (and other carriers) initially in state court and then in
federal court in North Carolinafollowing the reduction by United (and other carriers) in November 1999 of commission rates payable to
travel agents. Plaintiffs allege that United and the other carrier-defendants conspired to fix travel agent commissionsin violation of the
Sherman Act and seek treble damages and injunctive relief. Subsequent to thisinitial filing, the case has been expanded by the addition
of five new travel agencies, ARTA, and eight new carrier defendants, including two Star Alliance carriers. In addition, the court has
alowed the addition of claims related to carriers commission reduction actionsin 1997, 1998, 2001, and 2002. Earlier this year the
Court granted plaintiffs motion to certify the case as a class action consisting of all U.S. (and its possessions) travel agencies. Plaintiffs
have claimed lost commissions, assuming liability, in the amount of approximately $13 billion, although United's alleged share of this
amount has not been determined by plaintiffs. Upon UAL's Chapter 11 filing, this case was stayed as against United. Since that date, all
remaining defendants have moved for summary judgment. Those motions are pending before the court. Tria has been set for September
2, 2003.

In addition to the Hall case, United has been named in several other casesfiled in the U.S. and Canada, involving commission rates
payable to travel agencies. These cases arein their early stages. United does not expect the outcome of Hall and the related cases to have
any material effect upon UAL's consolidated financial position or results of operations.

Litigation Associated with September 11 Terrorism

Approximately 40 lawsuits have been served on United in the U.S. District Court for the Southern District of New Y ork related to
the September 11 terrorist attacks. The suits seek avariety of recoveries, including wrongful death, injury or property damage, and
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claim that United and others breached their duty of care to the passengers and to the ground victims. A number of lawsuits have also
been filed against American and other defendants. Under federal law, United's liability on such claims will be limited to the amount of
United's insurance coverage. United anticipates the filing of other lawsuits related to the September 11 attacks in the future. Also, a
forum was created under federal law to provide, as an alternative to litigation, an administrative avenue for the payment of compensation
to victims of the terror attacks. United has stipulated that the automatic stay applicable to these lawsuits under the U.S. Bankruptcy Code
will belifted for 60 days to permit United's participation in a motion to dismiss the claims of the ground victims.

Seeaso Item 1, "Business - Environmental Regulation” and Note 21, "Commitments, Contingent Liabilities and Uncertainties’ in
the Notes to Consolidated Financial Statements.

ITEM 4. SUBMISSION OF MATTERSTO A VOTE OF SECURITY HOLDERS.

No matter was submitted to a vote of security holders of the Company during the fourth quarter of 2002.

PART 11

ITEM 5. MARKET FOR REGISTRANT'SCOMMON EQUITY AND RELATED
STOCKHOLDER MATTERS.

The Company's Common Stock, $.01 par value (the "Common Stock"), is traded principally on the New Y ork Stock Exchange (the
"NY SE") under the symbol UAL, and is aso listed on the Chicago Stock Exchange and the Pacific Stock Exchange. The following sets
forth for the periods indicated the high and low sales prices of the Company's Common Stock on the NY SE Composite Tape and
dividends paid per share.

High Low Dividends Paid

2002:

1st quarter $17.90 $10.90 none

2nd quarter 16.11 9.50 none

3rd quarter 11.60 1.90 none

4th quarter 491 0.64 none
2001:

1st quarter $45.50 $30.50 $.3125

2nd quarter 38.50 30.50 3125

3rd quarter 36.54 16.22 .0500

4th quarter 20.10 9.40 none

The Company has suspended the payment of cash dividends on the Common Stock. No assurance can be given as to when or
whether the payment of dividends will resume.

Therights and claims of the Company's various creditors and security holders will be determined by any plan of reorganization
filed by UAL. No assurance can be given asto what values, if any, will be ascribed in the bankruptcy proceedings to each of these
congtituencies, and it is possible that UAL's equity or other securities will be restructured in a manner that will reduce substantially or
eliminate any remaining value. Accordingly, the Company urges that appropriate caution be exercised with respect to existing and future
investmentsin any of such securities and claims.

On February 28, 2003, based on reports by the Company's transfer agent for the Common Stock, there were 19,665 common
stockholders of record.

Continued listing on the NY SE requires, among other things, compliance with certain quantitative criteria established by the
NY SE. One such requirement is that the stock price remain, on average, at or above $1. On March 25, 2003, the Company received
notice from the NY SE that the Common Stock was "below criteria’ in thisregard in that its average closing price for the preceding 30
consecutive trading days was less than $1. The Company has determined that it cannot affirm to the NY SE an intent to cure this
deficiency within the prescribed period of time and, as aresult, the NY SE hasinitiated delisting procedures of the Common Stock and
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other NY SE-listed securities of UAL. The Company expects the last day of trading on the NY SE to be April 2, 2003.

ITEM 6. SELECTED FINANCIAL DATA AND OPERATING STATISTICS.

(In Millions, Except Per Share and Rates) Y ear Ended December 31

2002 2001 2000 1999 1998
Income Statement Data:
Operating revenues $ 14,286 $16,138 $ 19,352 $ 18,027 $17,561
Earnings (loss) before extraordinary item
and cumulative effect (3,212) (2,137) 265 1,238 821
Net earnings (10ss) (3,212) (2,145) 50 1,235 821

Per share amounts, diluted:
Earnings (loss) before extraordinary

item and cumul ative effect (53.55) (39.90) 1.89 9.97 6.83
Net earnings (10ss) (53.55) (40.04) 0.04 9.94 6.83
Cash dividends declared per common share - 0.36 125 - -

Other Information:

Total assets at year-end $ 23,656 $ 25,197 $ 24,355 $20,963 $ 18,559
Long-term debt and capital lease

obligations, including current portion,

and redeemable preferred stock 700 10,117 7,487 5,369 5,345

Liabilities subject to compromise 13,833 - - - -

Revenue passengers 69 75 85 87 87

Revenue passenger miles 109,460 116,635 126,933 125,465 124,609

Available seat miles 148,827 164,849 175,485 176,686 174,008

Passenger |oad factor 73.5% 70.8% 72.3% 71.0% 71.6%
Breakeven passenger load factor 92.3% 90.1% 69.4% 64.9% 64.9%
Passenger revenue per passenger mile 10.8¢ 11.7¢ 13.3¢ 12.5¢ 12.4¢
Operating revenue per available seat mile 9.4¢ 9.8¢ 11.0¢ 10.2¢ 10.1¢
Operating expense per available seat mile 11.4¢ 12.0¢ 10.6¢ 9.4¢ 9.2¢
Fuel gallons consumed 2,458 2,861 3,101 3,065 3,029

Average price per gallon of jet

fuel, including tax 78.2¢ 86.5¢ 81.0¢ 57.9¢ 59.0¢

ITEM 7. MANAGEMENT'S DISCUSSION AND ANALYSISOF FINANCIAL CONDITION AND RESULTSOF
OPERATIONS.

This section contains various "forward-looking statements" within the meaning of Section 27A of the Securities Act of
1933, as amended, and Section 21E of the Securities Exchange Act of 1934, as amended. Forward-looking statements
represent the Company's expectations and beliefs concerning future events, based on information available to the
Company on the date of the filing of this Form 10K, and are subject to various risks and uncertainties. Factors that could
cause actual resultsto differ materially from those referenced in the forward-looking statements are listed in the last
paragraph of the section, "Outlook for 2003." The Company disclaims any intent or obligation to update or revise any of
the forward-looking statements, whether in response to new information, unforeseen events, changed circumstances or
otherwise.

Chapter 11 Reorganization

On December 9, 2002, the Debtors filed voluntary petitions for relief under Chapter 11 of the United States Bankruptcy Codein the
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United States Bankruptcy Court for the Northern District of Illinois, Eastern Division, in Chicago. For further details regarding the
bankruptcy filing, see "Bankruptcy Considerations' under Item 1.

On the Petition Date, the Bankruptcy Court gave interim approval for an aggregate of up to $1.5 billion in DIP Financing. The DIP
Financing is structured as a $300 million facility from Bank One, NA (the "Bank One Facility") and a $1.2 hillion facility provided by a
group led by JPMorgan Chase Bank, Citicorp USA, Inc., Bank One, NA and The CIT Group/Business Credit, Inc. (the "Club Facility").
The Company has received commitments of $1.0 billion under the Club Facility following the completion of the syndication process for
that facility; the balance is conditioned upon the participation of one or more additional lenders, subject to approval by the existing
participants. The Company currently has access to the entire Bank One Facility and to $500 million of the Club Facility. Accessto the
balance of the Club Facility is subject to specified terms of that facility. These terms require that the Company achieve performance
milestones under its business plan, which include substantial cost savingsin the near term. Final approva of the DIP Financing was
granted by the Bankruptcy Court on December 30, 2002. For more information on the DIP Financing, see Note 1, "Proceedings Under
Chapter 11 of the Bankruptcy Code" in the Notes to Consolidated Financial Statements.

In order to successfully exit Chapter 11, the Company will need to propose, and obtain confirmation by the Bankruptcy Court of, a
plan of reorganization that satisfies the requirements of the Bankruptcy Code. A plan of reorganization would resolve, among other
things, the Debtors' pre-petition obligations, set forth the revised capital structure of the newly reorganized entity and provide for its
corporate governance subsequent to exit from bankruptcy. The timing of filing a plan of reorganization by the Company will depend on
the timing and outcome of numerous other ongoing matters in the Chapter 11 Cases. Although the Company expectsto file a plan of
reorganization that provides for its emergence from bankruptcy as a going concern, there can be no assurance at this time that a plan of
reorganization will be confirmed by the Bankruptcy Court, or that any such plan will be implemented successfully.

Under Section 362 of the Bankruptcy Code, the filing of a bankruptcy petition automatically stays most actions against a debtor,
including most actions to collect pre-petition indebtedness or to exercise control over the property of the debtor's estate. Absent an order
of the Bankruptcy Court, substantially all pre-petition liabilities are subject to settlement under the plan of reorganization.
Notwithstanding the foregoing, the Debtors' rights to possess and operate certain qualifying aircraft, aircraft engines and other
aircraft-related equipment that are leased or subject to a security interest or conditional sale contract are governed by Section 1110 of the
Bankruptcy Code (" Section 1110") that specifies different treatment. For further information on Section 1110 and its impact on the
Company, see "Properties - Flight Equipment” under Item 2 and Note 1, "Proceedings Under Chapter 11 of the Bankruptcy Code" in the
Notes to Consolidated Financial Statements.

Under Section 365 of the Bankruptcy Code, the Debtors may assume, assume and assign, or reject certain executory contracts and
unexpired leases, including leases of real property, aircraft and aircraft engines, subject to the approval of the Bankruptcy Court and
certain other conditions. In general, rejection of an unexpired lease or executory contract is treated as a pre-petition breach of the lease
or contract in question. Subject to certain exceptions, this rejection relieves the Debtors of performing their future obligations under that
lease or contract but entitles the lessor or contract counterparty to a pre-petition general unsecured claim for damages caused by the
deemed breach. Section 1113(c) of the Bankruptcy Code specified particular treatment of collective bargaining agreements ("CBAS")
which a debtor may moveto reject if the debtor first satisfies anumber of statutorily prescribed substantive and procedural prerequisites
and obtains the Bankruptcy Court's approval of the rejection. See "Employees - Labor Matters' under Item 1 and "L abor Agreements’
below for further information.

At thistime, it is not possible to predict accurately the effect of the Chapter 11 reorganization process on the Company's business or
when it may emerge from Chapter 11. The Company's future results depend on the timely and successful confirmation and
implementation of a plan of reorganization. The rights and claims of various creditors and security holders will be determined by the
plan aswell. No assurance can be given asto what values, if any, will be ascribed in the bankruptcy proceedings to each of these
constituencies, and it is possible that UAL's equity or other securities will be restructured in a manner that will reduce substantially or
eliminate any remaining value. Accordingly, the Company urges that appropriate caution be exercised with respect to existing and future
investmentsin any of such securities and claims.

On February 24, 2003, the Bankruptcy Court entered a preliminary injunction in order to restrict the trading of the Company's
common stock and debt interestsin the Company. The purpose of the preliminary injunction was to ensure that the Company did not
lose the benefit of its net operating loss ("NOL"). Under federal and state income tax law, an NOL can be used to offset future taxable
income, and thus is an extremely valuabl e asset. However, a company can lose the benefit of its NOLsif the company is deemed to
undergo an "ownership change" under certain very specific tax rulesin the Internal Revenue Code. Excessive trading in acompany's
stock (or debt when the company isin bankruptcy) can trigger such an "ownership change,” and thus the Company sought to restrict the
trading of the Company's common stock and debt interests.

Under the terms of the preliminary injunction, no person can buy or sell UAL stock if that person holds more than 4.8 million
shares of UAL common stock or would hold more than 4.8 million shares after the purchase. Any person who holds more than $200
million in debt claims against UAL must register as a"substantial claimholder" with UAL, and no person may acquire debt claims
against UAL if the acquisition of the claims would cause them to hold more than $200 million in such claims. See Note 7, "Income
Taxes" in the Notes to Consolidated Financial Statements.
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The accompanying consolidated financial statements have been prepared in accordance with SOP 90-7 and on a going-concern
basis, which contemplates continuity of operations, realization of assets and satisfaction of liabilities in the ordinary course of business.
However, as aresult of the Debtors Chapter 11 filing, such realization of assets and satisfaction of liabilities, without substantial
adjustments or changes in ownership, are subject to uncertainty. While operating as debtors-in-possession under the protection of
Chapter 11 of the Bankruptcy Code and subject to approval of the Bankruptcy Court or otherwise as permitted in the ordinary course of
business, the Debtors may sell or otherwise dispose of assets, or liquidate and settle liabilities, for some amounts other than those
reflected in the consolidated financial statements. Further, a plan of reorganization could materially change the amounts and
classifications in the historical financia statements.

Results of Operations

Summary of Results-

The air travel business is subject to seasonal fluctuations. United's operations are often adversely impacted by winter weather and
United's first- and fourth-quarter results normally reflect reduced travel demand. Historically, operating results are better in the second
and third quarters. The events of September 11 and the downturn in the U.S. economy distorted the normal seasonal relationshipsin
2001 and 2002. As aresult of the U.S. war with Irag, the typical seasonal fluctuations may continue to be disrupted in 2003.

During 2000, the Company experienced significant operational disruptions, as aresult of labor-related delays and cancellations, as
well as weather and air traffic control limitations, which adversely affected both revenue and expense performance. The Company
attempted to mitigate the impact of these operational difficulties by reducing capacity, particularly in the domestic markets, where most
of the problems were concentrated. The Company estimated the revenue shortfall arising from these disruptions and associated schedule
reductions and cancellations to be somewhere between $700 and $750 million for the year.

Additionally, beginning in early 2001, the weakening U.S. economy had a significant impact on the airline industry as corporations
reduced their business travel budgets and changed their travel behavior. During the first six months of 2001, the industry began
experiencing significant revenue declines as a result of the decrease in business traffic, which impacted both unit revenues and yields,
particularly in the domestic markets. United's domestic passenger revenue was down $728 million (12%) in the first six months of 2001
compared to the same period in 2000, partialy driven from a 4% domestic capacity reduction and a 15% decline in business revenues.
Domestic unit revenue was down 8% from 2000. Domestic business revenue was down $631 million (15%) in the first six months of
2001, driven by a 13% decline in volume and a 2% decline in yield.

Historically, there has been a strong correlation between airline revenues and GDP and corporate profitability. As corporate
profitability dropped during this period, companies reduced spending on travel. During this period, approximately 65% to 75% of
United's domestic revenues were derived from business travelers, which resulted in United being disproportionately affected by this
decline as compared to some of United's competitors who rely less heavily on businesstravelers.

Theterrorist attacks of September 11, 2001 had a significant negative impact on passenger and cargo demand for air travel. In a
direct response to the adverse impact on air travel as aresult of the terrorist attacks, United reduced its capacity by 23% based on
system-wide available seat miles compared to levels prior to September 11. This schedule reduction allowed for the early retirement of
the entire B727-200 and B737-200 fleets in 2001. Additionally, United began the process of furloughing approximately 20,000
employees. During the fourth quarter 2001, United restructured its aircraft delivery program with both The Boeing Company and Airbus
Industrie to defer deliveries of new aircraft for 2002 and 2003 from the 67 originally planned to 24 aircraft. United took delivery of 24 of
an original 49 aircraft scheduled for the year 2002 and will not take delivery of any of the 18 aircraft originally scheduled for 2003. The
remaining 43 aircraft have been deferred into 2004 and beyond. United's future schedule will vary as the Company reacts to continuing
changes in demand and yields, as well as normal factors such as seasonality and fleet composition.

As part of the Air Transportation Safety and System Stabilization Act of 2001 (the "Act") enacted in response to the events of
September 11, 2001, the federal government made $5.0 billion in federal grants available to the airline industry. The Company received
atotal of $782 million in grants under the Act. This amount represents the Company's total allocation of grant money under the Act and
is recorded as non-operating income in the Statements of Consolidated Operations. For further discussion of the impact of the attacks,
the Company's response and the Act on the Company's financial statements, see Note 3, "Special Charges' in the Notes to Consolidated
Financia Statements.

Throughout 2002, the Company continued to suffer from the weakened revenue environment resulting from the events of
September 11 and the weak U.S. economy. In early 2002, year-over-year unit revenues had been improving each month from a 14%
decline in January to a 4% decline in May; however, unit revenue growth stalled in the third and fourth quarters as demand continued to
be weak and yields declined. Industry revenues continue to remain below 1995 levels and United, in particular, has experienced declines
in domestic unit revenue that are below industry levels. United's unit revenue for 2002 decreased 4% from the prior year and yields have
declined 8% year-over-year.

UAL 'sloss from operations was $(2.8) billion in 2002, compared to $(3.8) billion in 2001. UAL's net loss for 2002 was $(3.2)
billion ($(53.55) per share), compared to $(2.1) billion ($(39.90) per share) before the cumulative effect of an accounting change in
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2001.

The 2002 resultsinclude a specia charge of $149 million recorded in connection with the closing of Avolar ($82 million) and
severance related to furloughs ($67 million) Additionally, the Company recorded a gain of $46 million on the sale of itsinvestment in
Cendant Corporation and recognized $130 million in non-operating income as compensation under the Act. During 2002, the Company
also had a 0% effective tax rate, as compared to recognizing a $1.2 hillion tax credit in 2001.

During 2001, United recorded a special charge of $1.3 billion in operating expense and $49 million in non-operating expense for
amounts relating to the September 11 terrorist attacks and the resulting impact on the Company's schedule and operations. In addition,
through December 31, United has recognized $652 million in non-operating income as compensation under the Act.

Also during 2001, UAL recognized a special charge of $116 million for costs associated with aterminated merger with US Airways
Group, Inc., including a $50 million termination fee. In addition, the Company recorded a gain of $261 million on the sale of certain
investments.

Each of the above special charges and gains on sales are described more fully in Note 3, " Special Charges," Note 7, "Income
Taxes"' and Note 8 "Investments' in the Notes to Consolidated Financial Statements.

2002 Compared with 2001 -

Operating Revenues. Operating revenues decreased $1.9 hillion (12%) and United's revenue per available seat mile (unit revenue)
decreased 4% from 9.76 cents to 9.35 cents. Passenger revenues decreased $1.9 billion (14%) due to a 6% decrease in revenue passenger
miles and an 8% decrease in yield. United's avail able seat miles across the system decreased 10% from 2001; however, passenger |oad
factor increased 2.7 pointsto 73.5%. The following analysis by market is based on information reported to the DOT:

Increase (Decrease)

Available Seat Revenue Passenger Miles Revenue Per Revenue

Miles (Capacity) (Traffic) Passenger Mile (Yield)
Domestic (7%) (5%) (11%)
Pecific (15%) (4%) (3%)
Atlantic (15%) (10%) -
Latin America (16%) (19%) (13%)
System (10%) (6%) (8%)

Cargo revenues decreased $31 million (4%) due primarily to a 5% decrease in cargo ton miles, as cargo yields remained flat year
over year. Other operating revenues increased $95 million (6%) primarily due to increasesin Mileage Plus third-party revenues.

Operating Expenses. Operating expenses decreased $1.5 billion (8%) and United's cost per available seat mile (unit cost) increased
0.8% from 11.24 cents to 11.33 cents, excluding special charges. Salaries and related costs decreased $51 million (1%) as the impact of
furloughing employees was partially offset by contractually driven salary and benefit enhancements as well as increases to pension and
postretirement expense. Aircraft fuel decreased $555 million (22%) on a 14% decrease in consumption and a 10% decrease in fuel price.
Purchased services decreased $239 million (15%) primarily as aresult of volume-driven decreasesin GDS (global distribution systems)
and credit card discount fees. Depreciation and amortization decreased $66 million (6%) primarily due to retirements of older aircraft.
Aircraft maintenance decreased $141 million (20%) due to retirements of older aircraft and a decrease in engine and aircraft repair
volumes as aresult of reduced flying. Commissions decreased $294 million (41%) as aresult of United discontinuing paying base
commissions on al tickets purchased in the U.S. and Canada, effective March 20, 2002, as well as a decrease in commissionable
revenues. Other operating expenses decreased $157 million (9%) due to decreases in crew layover expenses and volume-driven food and
beverage costs, offset by increased costs for hull and liability insurance of approximately $100 million.

Other income (expense). Other non-operating expense amounted to $534 million in 2002 compared to $450 million in 2001,
excluding special charges, reorganization items, gains on sales and the airline stabilization grant. Interest expense increased $65 million
(12%) due to new debt issuances and increased borrowing rates. Interest capitalized decreased $54 million (68%) primarily as aresult of
lower advance payments outstanding towards future aircraft purchases. Interest income decreased $45 million (43%) due to lower
investment balances combined with lower interest rates. Miscellaneous, net decreased $64 million (74%) primarily as aresult of lower
reserve requirements for legal and environmental costs.

2001 Compared with 2000 -

Operating Revenues. Operating revenues decreased $3.2 billion (17%) and United's revenue per available seat mile (unit revenue)
decreased 11% from 11.02 cents to 9.76 cents. Passenger revenues decreased $3.1 billion (19%) due to an 8% decrease in revenue
passenger miles and an 11% decrease in yield. United's available seat miles across the system decreased 6% from 2000 which, combined
with the decrease in revenue passenger miles, resulted in a decrease to passenger load factor of 1.5 pointsto 70.8%. The following
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analysis by market is based on information reported to the DOT:

Increase (Decrease)

Available Seat Revenue Passenger Miles Revenue Per Revenue

Miles (Capacity) (Traffic) Passenger Mile (Yield)
Domestic (8%) (10%) (11%)
Pacific (4%) (6%) (13%)
Atlantic 2% (2%) (11%)
Latin America (10%) (12%) (6%)
System (6%) (8%) (11%)

Cargo revenues decreased $227 million (24%) due to a 24% decrease in cargo ton miles largely as aresult of the September 11
terrorist attacks, as well as the discontinuation of freighter operations in the fourth quarter 2000. Other operating revenues grew $157
million (11%) primarily due to a $161 million increase in fuel salesto third parties.

Operating Expenses. Operating expenses decreased $78 million (0.4%) and United's cost per available seat mile (unit cost)
increased 6%, from 10.58 centsto 11.24 cents, excluding special charges. Salaries and related costs increased $203 million (3%) due to
routine annual salary increases for non-contract employees, contractually-driven increases for employees represented by ALPA and the
estimated costs of contracts with the IAM, which were partially offset by the reduction in force implemented after September 11.
Commissions decreased $315 million (31%) as aresult of a decrease in commissionable revenues and a change to the commission
structure implemented in August 2001, which reduced the cap paid on commissionsissued in the U.S. for domestic travel from $50 for a
round-trip ticket ($25 for a one-way ticket) to $20 and $10, respectively. Aircraft rent decreased $61 million (7%) as the retirement of
older aircraft reduced the number of aircraft under operating leases. Landing fees and other rent increased $50 million (5%) primarily
dueto increased rates at various airports. Depreciation and amortization increased $38 million (4%) due to an increase in the number of
owned aircraft. Cost of sales increased $219 million (21%) primarily due to costs associated with fuel salesto third parties.

Other income (expense). Other non-operating expense amounted to $450 million in 2001 compared to $271 million in 2000,
excluding special charges, gains on sales and the airline stabilization grant. Interest expense increased $123 million (31%) as aresult of
new debt issuances. Equity in losses of affiliates increased $11 million (92%) primarily due to losses recorded for the Company's
investment in Orbitz.

Liquidity and Capital Resour ces

The matters described in "Liquidity and Capital Resources," to the extent that they relate to future events or expectations, may be
significantly affected by the Chapter 11 Cases. Those proceedings will involve, or may result in, various restrictions on the Company's
activities, limitations on financing, the need to obtain Bankruptcy Court and Creditor's Committee approval for various matters and
uncertainty as to relationships with vendors, suppliers, customers and others with whom the Company may conduct or seek to conduct
business.

Generally, under the Bankruptcy Code, most of a debtor's liabilities must be satisfied in full before the debtor's stockholders can
receive any distribution on account of such shares. The rights and claims of the Company's various creditors and security holders will be
determined by any plan of reorganization filed by UAL. Further, itisalso likely that pre-petition unsecured claims against the Company
will be substantially impaired in connection with the Company's reorgani zation. No assurance can be given asto what values, if any,
will be ascribed in the bankruptcy proceedings to each of these constituencies, and it is possible that UAL's equity or other securities
will be restructured in a manner that will reduce substantially or eliminate any remaining value.

Liquidity -

UAL'stotal of cash, cash equivalents and short-term investments, including restricted cash (both short- and long-term), was $1.9
billion at December 31, 2002, compared to $2.6 billion at December 31, 2001. Cash flows used in operations amounted to $1.1 billion,
including the receipt of $130 million in government grant money.

Property additions, including aircraft and aircraft spare parts, amounted to $887 million, including $730 million of vendor-financed
purchases. During 2002, United took delivery of eight A319, twelve A320 and four B777 aircraft. All of these aircraft were purchased.
United also acquired one B757 and nine B737 aircraft off lease during the same period. Additionally, ten owned aircraft were sold and
then leased back under operating leases during the year.

Financing activities during 2002 included principal payments under debt and capital lease obligations of $1.3 billion and $220
million, respectively. During 2002, United closed on a $775 million private debt financing which refinanced certain aircraft and raised
approximately $250 million in additional cash. United also arranged long-term financing for approximately $314 million in debt that had
been placed in interim financing facilities and refinanced $238 million in long-term debt through a sal e-leaseback transaction that raised
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approximately $72 million in additional cash. Additionally, United repaid $133 million in receivables-backed short-term borrowings
when certain banks supporting the borrowing program declined to renew it. In December 2002, United borrowed $700 million under the
DIP Financing.

In June 2002, United repaid $34 million to the State of Indiana, on behalf of the various parties to the agreements, for failure to
reach its capital targetsin connection with the construction of the Indianapolis Maintenance Center. In addition, in December 2002, the
Company paid $59 million in retroactive pay plus accrued interest to |AM-represented employees.

During 2002, the Company received approximately $580 million, net, in income tax refunds, part of which was a result of changes
in the tax laws. In addition, United paid $290 million in federal transportation taxes that had been deferred under the Act after the
September 11 terrorist attacks.

Also in 2002, the Company received $137 million in proceeds from the sale of its Cendant Corporation stock and $130 millionin
compensation under the Act. In the third quarter of 2002, the Company received approximately $113 million in cash which had been
held in trust under a services agreement with Galileo International (now Cendant Corporation).

As of December 31, 2002, the Company had $578 million in restricted cash (including $116 million in long-term restricted cash)
on deposit with various state and local governments. The cash largely represents security for worker compensation obligations in states
where United self-insures, security deposits for airport leases and reserves with institutions which process the Company's sales. Prior to
2002, United met many of these obligations through surety bonds or a secured letter of credit facility; however, many of the bonds have
been cancelled and the letter of credit facility expired in August of 2002. As aresult, United has been and may, in the future, be required
to post additional collateral in the form of cash deposits to support these types of obligations.

United's liability insurance for losses resulting from war perils (terrorism, sabotage, hijacking and other similar perils) was
cancelled effective September 26, 2001. United obtained replacement coverage, although it was charged significantly higher premiums
for this replacement coverage which was in a substantially reduced amount for claims not involving aircraft passengers. Additionaly,
the FAA began providing supplemental third-party war risk insurance coverage to commercial carriers for renewable 60-day periods for
levels of coverage not available in the market, which United also obtained.

In November 2002, Congress passed the Homeland Security Act of 2002, which required the FAA to provide third party,
passenger and hull war risk insurance through August 31, 2003. This insurance may be extended to December 31, 2003, subject to the
federal government's determination that such coverage is necessary to the national interest. There can be no assurance, however, that the
FAA insurance will continue to be available. Should the FAA discontinue this coverage, obtaining replacement insurance from
commercia underwriters could result in substantially higher premiums and more restrictive terms, if it is available at all.

United did not make any cash contributions to its defined benefit pension plan trusts for U.S. based employeesin 2001 or 2002. In
lieu of making cash contributions, the Company utilized a portion of its credit balance (the cumulative difference between prior year
minimum required contributions and actual contributions) to meet the minimum required contribution. The Company has a remaining
credit balance that is available to be used in 2003; however, once the credit balance is fully utilized, substantial contributions may be
required. The Company currently estimates, based on current market conditions and benefit plans, that it could be required to contribute
approximately $5.5 billion to its defined benefit pension plan trusts over the next few years. However, future funding requirements are
dependent upon factors such as interest rate levels, funded status, regulatory requirements for funding purposes and the level and timing
of asset returns as compared with the level and timing of expected benefit disbursements. In addition, the Company is seeking to revise
its pension plans, as discussed in "Labor Agreements' below, which would also impact future funding requirements. As such, it is not
possible to be more specific with respect to required contributions and actual future contributions may differ materially. As of December
31, 2002, United's defined benefit pension plans were in compliance with all U.S. government funding requirements.

In conjunction with the ratification of the contracts for the IAM, the Company has provided collateral consisting of certain rea
estate, flight simulators, ground equipment and spare part assets to support the payment of approximately $520 million in retroactive
wages due under the contractsin eight quarterly installments commencing December 2002. In December 2002, the Company made the
first payment required under the contract and is currently seeking release of the additional collateral.

On September 30, 2002, UAL announced that it was suspending the payment of dividends on its 12.25% Series B preferred stock
and extending the payment of the December 31 distribution on its 13.25% Trust Originated Preferred Securities ("TOPrS") to March 31,
2003. As aresult of its bankruptcy filing, UAL is no longer making dividend payments on the Series B or paying distributions on the
TOPrS.

In connection with UAL's announcement that it was suspending dividend and distribution payments, Standard & Poor's ("S&P")
downgraded UAL's Series B preferred stock and TOPrSto D from CC. Asaresult of the bankruptcy filing, S& P downgraded United's
senior unsecured debt to D. In August 2002, Moody's Investors Service Inc. downgraded its credit ratings on United's senior unsecured
debt from Caal to Caand itsratings on UAL's Series B preferred stock and redeemabl e preferred securities from Cato C. Downgrades
of the Company's credit ratings during 2002 have resulted in an increase of $2 million in interest expense for the year.
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At December 31, 2002, commitments for the purchase of property and equipment, principally aircraft, approximated $1.6 billion,
after deducting advance payments. Of this amount, an estimated $0.1 billion is expected to be spent in 2003. For further details, see Note
21, "Commitments, Contingent Liabilities and Uncertainties' in the Notes to Consolidated Financial Statements.

Capital Commitments -

The Company's businessis very capital intensive, requiring significant amounts of capital to fund the acquisition of assets,
particularly aircraft. United has, in the past, funded the acquisition of aircraft through outright purchase, by issuing debt, or by entering
into capital or operating leases. Similarly, the Company often enters into long-term lease commitments with airports to ensure access to
terminal, cargo, maintenance and other similar facilities. As can be seen in the table below, these operating lease commitments (which
are sometimes referred to as "off-balance sheet debt") are significant.

Following is a summary of the Company's material contractual cash obligations as of December 31, 2002:

(In billions) Lessthan Years Years After
oneyear 2and 3 4and5 5years Total

Long term debt $- $.7 $- $- $.7
Capital lease obligations 3 .6 8 12 29
Operating leases 16 32 32 15.3 233
Pension obligations - 32 2.3 nm 55
Capital spending commitments d 7 .8 - 16
Total contractual cash obligations $20 $84 $7.1 $16.5 $34.0

As aresult of the bankruptcy filing, the Company is not permitted to make any payments on its pre-petition debt and therefore, the
amounts have been excluded from the above table. In addition, as discussed in Note 1, "Proceedings under Chapter 11 of the Bankruptcy
Code" and Note 13, "Lease Obligations" in the Notes to Consolidated Financial Statements, the Company may assume, assume and
assign or reject certain executory contracts and unexpired leases pursuant to the Bankruptcy Code. As aresult, the Company anticipates
that its lease obligations as currently detailed in the above table will change significantly in the future.

The pension obligations as of December 31, 2002 are based on the Company's current pension assumptions and current |abor
contracts. Thus, they assume no permanent wage concessions are achieved, nor any changes to the Company's pension benefit plans are
implemented and that no waivers have been obtained from the government to spread the minimum cash contributions for pensions over
alonger period. If these changes are effected in the future, the Company's pension funding obligations could be reduced by
approximately $1.9 billion over this same period.

See Note 12, "Long-Term Debt," Note 13, "L ease Obligations," Note 20, "Pension and Postretirement Plans' and Note 21,
"Commitments, Contingent Liabilities and Uncertainties' in the Notes to Consolidated Financial Statements for additional discussion of
these items.

Capital Resour ces -

DIP Financing. The DIP Financing consists of two facilities, the Bank One Facility for $300 million and the Club Facility for
$1.2 billion. The Company has received commitments of $1.0 billion under the Club Facility following the completion of the
syndication process for that facility; the balance is conditioned upon the participation of one or more additional lenders, subject to
approval by the existing participants.

The Bank One Facility consists of a $300 million term loan with an interest rate option of the prime rate plus 5.5% or LIBOR plus
6.5% (with aLIBOR floor of 3%). As of December 31, 2002, the Company had borrowed $300 million at the LIBOR option which is
duein five equal monthly installments beginning in March 2004.

The Club Facility consists of arevolving credit and letter of credit facility of $800 million and aterm loan of $400 million, which
matures on July 1, 2004. The Company has the option of borrowing under the Club Facility at an interest rate of the prime rate plus
5.5% or LIBOR plus 6.5% (with a LIBOR floor of 3%). As of December 31, 2002, the Company had borrowed $400 million under the
term loan at the LIBOR option. In addition, the Company had available a $100 million |etter of credit facility that was drawn down in
March 2003. The remaining $700 million under the revolving credit facility is subject to stringent availability hurdles as discussed
below.

The terms of the DIP Financing include covenants that require the Company to satisfy monthly ongoing financial requirements as
determined by EBITDAR (earnings before interest, income taxes, depreciation, amortization and aircraft rents) and covenants that limit,
among other things, the Debtors' ahility to borrow additional money, make capital expenditures and make additional corporate
investments. In addition, the Company is required to maintain a minimum unrestricted cash balance, excluding escrowed amounts, of
$300 million.

Under the Club Facility, borrowing availability is determined by a formula based on a percentage of eligible assets. The eligible
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assets consist of certain previously unencumbered aircraft, spare engines, spare parts inventory, certain flight simulators and quick
engine change kits. The underlying value of such assets may fluctuate periodically due to prevailing market conditions and fluctuations
in value may have an impact on the borrowing availability under the Club Facility. Availability may be further limited by additional
reserves imposed by the banksin their commercially reasonable discretion.

The remaining $700 million of availability under the Club Facility, subject to the limitation on borrowing availability discussed
above, will be available to the Company after certain conditions are met, including achieving positive cumulative EBITDAR; submitting
a certified updated business plan; providing updated appraisals on the collateral and ascertaining there has been no material adverse
change with respect to transferability of routes, gate leaseholds or dlots.

Other Information

Plan for Transformation -

During the first quarter of 2003, the Company presented to its Board of Directors and employees information regarding the plan
for transformation (the "Plan"), which outlines the fundamental changesto United's strategic direction. The Plan, which the Company is
working to refine through further collaboration with its employee and creditor constituencies, seeks to develop a durable and sustainable
business model that will lay the foundation for a company that is successful and competitive for the long run.

Core abjectives of the Plan are the reduction of United's labor and non-labor costs and the devel opment of a more comprehensive
and compelling portfolio of products. The Plan isintended to leverage United's strengths, including its industry-leading global route
network, substantial, well-situated hubs and large and loyal customer base, including its Mileage Plus frequent flyer program. Key
operational elements of the plan include: (1) the preservation and enhancement of United's extensive mainline service targeted primarily
at the business traveler; (2) the creation of alow-cost offering to compete directly with low-cost carriers for leisure and price-sensitive
travelers; (3) the growth of the Company's United Express regional operations and (4) the expansion of United's domestic and
international alliances.

Through the Plan, the Company must:

« reduce costs and develop a business model that builds credibility with the financial and investment community to ensure that
United has access to capital to emerge from Chapter 11;

« create clear and compelling value for customers,

« maintain and build on United's strong global network by creating a competitive portfolio of products that allows United to
continue to serve our core business customer, yet offers additional value to cost-conscious fliers and addresses the threat from
low-cost carriers; and

« deliver value to employeesin afundamentally changed industry environment.
The Company has already began making cost reductions through a comprehensive restructuring program that includes:
« reducing union labor costs through interim wage reductions as discussed below in "Labor Agreements;"

« reducing salaried and management costs by $250 million in 2003 through wage reductions implemented in December 2002,
headcount reductions effective January 2003 and proposed benefit changes,

« identifying business transformation initiatives that involve strategic projects, such as the US Airways code share, and a systematic
cost reduction program to increase revenues and lower costs by over $1 billion in 2003 and $1.4 billion in 2004;

« renegotiating aircraft lease and mortgage agreements for approximately $500 million in estimated savings by 2005; and
« reducing capacity by 6% in 2003 and closing al U.S. city ticket offices and certain reservation call centers

Additionally, in 2003, the Company has implemented an additional across-the-board reduction to cut costs by targeting such areas
as overhead staffing, food and beverage costs and technology spending. The Company has also begun a "best practices' program
designed to examine every area of the Company and implement more efficient practices. This program is expected to result in an
additional $400 million in cost reductions by 2005.

Labor Agreements-

In order to meet the EBITDAR covenant under the DIP Financing, United needed to obtain substantial labor savings from its
employees by mid-February 2003. Therefore, the Company imposed immediate wage reductions of between 3% and 11% on its
management and salaried employees, including officersin December 2002. Additionally, United immediately began negotiations with
al of itsunionsin early December regarding the changes to the Company's CBAS necessary to satisfy United's short-term and long-term
financial and business imperatives. The Company's proposed changes to its CBAs involve targeted cost savings of $2.56 billion annually
on acash basis compared to the current contractual path. These cost savings are expected to be realized through wage rate reductions,
work rule modifications and reduced benefit levels.

In the event the parties cannot reach consensua modifications, Section 1113(c) of the Bankruptcy Code permits the Company to
moveto rgject its CBAs. Under Section 1113(c), the Company must satisfy several statutorily prescribed substantive and procedural
prerequisites before the Bankruptcy Court will authorize the Company to reject its CBAS. In order to meet the deadline for reducing its
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labor costs and avoid being in default under the terms of the DIP Financing, United had been prepared to file amotion to reject its CBAs
pursuant to Section 1113(c) of the Bankruptcy Code by December 26, 2002, if consensual CBA modifications could not be reached
before that date.

Asthe December 26 deadline neared, however, United and several of its unions agreed to consensual interim wage relief from its
unions that would alow United and its unions more time to continue negotiations to reach agreements on the CBA modifications
necessary for United to successfully reorganize while still meeting the short-term financial imperatives established by the DIP covenants
in the meantime. United reached agreements with four of its five unions to reduce wages on an interim basis, effective January 1, 2003
to April 30, 2003, resulting in a reduction to wages for AL PA-represented employees of 29%, AFA-represented employees of 9% and
PAFCA and TWU-represented employees of 13%. The leadership of the IAM rejected the Company's proposal and therefore, on
December 27, 2002, United filed a motion with the Bankruptcy Court to impose a 13% wage reduction for the |AM-represented
employees. On January 10, 2003, the Bankruptcy Court granted the Company's motion and the Company effectively reduced
| AM-represented employee wages by 13% (14% from wages earned after January 10, 2003). These wage reductions, combined with the
wage reductions for the Company's salaried and management employees, are expected to result in cost savings of approximately $70
million per month through April 2003.

Under the terms of the interim agreements with its unions, and the relief granted by the Bankruptcy Court against the IAM, United
agreed not to file amotion to reject its CBAS pursuant to Section 1113(c) before March 15, 2003. In the meantime, United and its unions
continued negotiations. The Company's DIP covenants, however, still require United to obtain al of the relief sought in its proposed
CBA modifications by May 1, 2003. Asaresult, on March 17, 2003, United filed a motion to reject its CBAS pursuant to Section
1113(c) and the Bankruptcy Court has scheduled hearings on this motions for April 14. March 17 was the deadline by which such a
motion needed to be filed to ensure that the Company could obtain a ruling on its motion by early May 2003 and stay in compliance with
its DIP Financing covenants. Without the full relief sought by United's proposed CBA modifications becoming effective by early May,
the Company would be unable to meet its covenants, entitling its DIP lenders to foreclose on substantial assets United needs to operate
its business.

On March 26, 2003, the Company reached a tentative agreement with the Air Line Pilots Association on arestructured CBA. The
agreement, which will become effective May 1, 2003, if ratified by the pilot membership, has a 6-year duration, includes provisions for
a 30% pay cut (with1.5% increases on May 1, 2006, 2007, 2008 and April 30, 2009) and common pay rates for three groupings of
aircraft: B747-400 and B777 (paid at the B777 rate), B767 and B757 (paid at a blended rate), and A319/320 and B737 300/500 (paid at
the B737 rate). The pilot defined benefit plan multiplier is reduced to 1.35 and the participation credit is capped at 30 years. The
Company's contribution to the pilot defined contribution plan is reduced from 11% to 9%. Pilot health benefits will be adjusted to
incorporate mainstream benefit provisions and form the basis for a common plan among all employees with a 20% co-pay.

The agreement provides for flexibility with respect to regional jets, domestic and international code share, cargo, and targeted
low-cost operations. The contract no longer contains a prohibition on furlough or arequirement to maintain a minimum fleet or level of
pilot staffing. Instead, the agreement provides for the establishment of a single block hours commitment at the time of emergence from
bankruptcy.

Asapart of the restructured CBA, United pilots will participate in atwo-part success-sharing program including an annual
incentive plan that aligns the interests of management and other employees and a pre-tax profit-sharing plan that recognizes the pilots
level of participation in the overall restructuring. In addition, the pilot group will have a representative on the UAL board of directors
with ordinary voting power. The pilots additionally will receive equity securities or other consideration under the plan of reorganization
that fairly reflects the value of the pilot contribution to the reorganization of the Company.

US Airways Code Share -

On July 24, 2002, the Company announced a code share agreement with US Airways. The agreement, which is expected to
generate more than $200 million in annual revenue for United, would allow bath carriers to market service on each other's network,
providing significant consumer benefits and bringing new revenue and customers to their route networks.

United and US Airways customers have access to each carriers airport clubs and they are able to earn and redeem miles on each
carriers frequent flyer program. Additionally, beginning January 28, 2003, the two carriers began to code share on selected flights and
expect to complete implementation of the code sharing arrangement by the end of 2003.

Foreign Operations -

United generates revenues and incurs expenses in numerous foreign currencies. These expenses include aircraft |eases,
commissions, catering, personnel expense, advertising and distribution costs, customer service expenses and aircraft maintenance.
Changes in foreign currency exchange rates impact operating income through changes in foreign currency-denominated operating
revenues and expenses. Despite the adverse (favorable) effects a strengthening (weakening) foreign currency may have on U.S.
originating traffic, a strengthening (weakening) of foreign currencies tends to increase (decrease) reported revenue and operating income
because United's foreign currency-denominated operating revenue generally exceeds its foreign currency-denominated operating
expense for each currency.
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With aworldwide network and significant sales and marketing effortsin the U.S. aswell as every major economic region in the
world, United is able to mitigate its exposure to fluctuations in any single foreign currency. The Company's biggest net exposures are
typicaly for British pound, Hong Kong dollar, euro and Japanese yen. The table below sets forth the Company's exposure to various
currenciesin 2002:

Operating revenue net of operating expense

Currency (in millions) Foreign Currency usb
Value Value
British pound 72 $107
Hong Kong dollar 795 102
euro 71 68
Japanese yen 6,615 54

To reduce the impact of exchange rate fluctuations on United's financial results, the Company may hedge some of the risk of
exchange rate volatility on its anticipated future foreign currency revenues by purchasing put options (consisting of Japanese yen, euro,
Canadian dollars, Australian dollars and British pounds) and selling Hong Kong dollar forwards. To reduce hedging costs, the Company
sellsacorrelation option in the first five currencies referred to above. United a so attempts to reduce its exposure to transaction gains
and losses by converting excess local currencies generated to U.S. dollars on atimely basis and by entering into currency forward or
exchange contracts. As aresult of the bankruptcy filing, all swaps and forwards were terminated by the respective counterparties and the
Company's ability to enter into new swaps or forwards may be limited in the future as aresult of the bankruptcy filing.

United's foreign operations involve insignificant amounts of physical assets; however, the Company does have sizable intangible
assets related to acquisitions of Atlantic and Latin America route authorities. Operating authorities in international markets are governed
by bilateral aviation agreements between the U.S. and foreign countries. Changesin U.S. or foreign government aviation policies can
lead to the alteration or termination of existing air service agreements that could adversely impact the value of United's international
route authority. Significant changes in such policies could also have a material impact on UAL's operating revenues and results of
operations.

Municipal Bonds -

At December 31, 2002, approximately $1.7 billion in specia facilities revenue bonds ("municipal bonds") originally issued on
behalf of United to build or improve airport-rel ated facilities were outstanding. The Company leases facilities at airports pursuant to
|ease agreements where municipal bonds funded at least some of its airport-related projects. Pursuant to the financing agreements
entered into by United in connection with such issuance of municipal bonds, the Company is required to make paymentsin amounts
sufficient to pay the interest semi-annually with principal payable upon maturity.

United is not permitted under the Bankruptcy Code to make payments on unsecured pre-petition debt without providing noticeto
its creditors and receiving the approval of the Bankruptcy Court. As United has been advised its municipa bonds are unsecured (or in
certain instances, partially secured) pre-petition debt, United cannot make payments thereon without first meeting the requirements
outlined above. Accordingly, the Company has classified all of its municipal bonds as liabilities subject to compromise.

Section 365 of the Bankruptcy Code requires that the Company timely perform all of its post-petition obligations under unexpired
leases of non-residential real property. The Company believes that it isin compliance with all payment obligations under its lease
agreements relating to those airports where it has municipal bonds outstanding. Under certain of the airport |ease agreements, however,
the Company may be considered in default due to the non-payment of the debt and therefore subject to the default provisions of the lease
agreements with the airports. Possible consequences could include loss of the Company's status as a signatory airline (resulting in
increased rents and landing fees) and loss of the Company's exclusive space agreement.

The Company did not make the debt service payments due March 1, 2003 of approximately $3.2 million on its Chicago O'Hare
Series 1999A Bonds and of approximately $1.0 million on its Miami-Dade Series 2000 Bonds. Additionally, the Company does not
intend to make debt service payments or any other payment due on or after April 1, 2003 on any of the municipal bond issuances, which
include those referenced above, issued on behalf of the Company and relating to domestic airport financings.

The Company filed a Complaint Of Debtor For Declaratory Judgment with the Bankruptcy Court on February 28, 2003 and
entered into a Standstill Agreement with the City of Chicago to seek clarification of its obligations under the municipal bonds and to
protect its rights under its airport |ease agreement at Chicago's O'Hare International Airport until the Bankruptcy Court decides the
merits of the complaint.

On March 21, 2003, the Company filed other Complaints of Debtor for Declaratory Judgment and, in connection therewith,
corresponding Motions for Temporary Restraining Order with respect to the municipal bonds issuances relating to the facilities at the
Denver International Airport, the New Y ork City - John F. Kennedy International Airport, the San Francisco International Airport, and
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the Los Angeles International Airport, each seeking a clarification of the Company's obligations under the applicable municipal bonds,
and the protection of its rights under its underlying airport lease agreements at the applicable airport until the Bankruptcy Court decides
the merits of each of the above complaints. On March 27, the Bankruptcy Court conducted a hearing on thisissue. At that time, the
Court continued the hearing until March 31, 2003 and the parties are attempting to negotiate an order that would protect the Company's
rights under its leases by requiring the lessors to give additional notice of certain alleged defaults. The Company is unable to predict
what, if any, action might be taken in the future by either the bondholders or the airport authorities as aresult of its failure to pay these
obligations as contractually required.

Airport Rentsand Landing Fees -

United is charged facility rents and/or landing fees at every airport at which it operates. In recent years, many airports have
increased or sought to increase rates charged to airlines as a means of compensating for increased demands upon airport revenues.
Airlines have challenged certain of these increases through litigation and, in some cases, have not been successful. However, to the
extent the limitations on such charges are relaxed or the ability of airlines to challenge such chargesis restricted, the rates charged by
airports may increase substantially. Management cannot predict either the likelihood or the magnitude of any such increase.

Environmental and L egal Contingencies -

United has been named as a Potentially Responsible Party at certain Environmental Protection Agency or State Environmental
Protection Agency ("EPA or State EPA") cleanup sites which have been designated as Superfund Sites. United's alleged proportionate
contributions at the sites are minimal; however, at sites where the EPA or State EPA have commenced litigation or administrative
proceedings, potential liability isjoint and several. Additionally, United has participated and is participating in remediation actions at
certain other sites, primarily airports. The estimated cost of these actions is accrued when it is determined that it is probable that United
isliable. Environmental regulations and remediation processes are subject to future change, and determining the actual cost of
remediation will require further investigation and additional progress of the remediation. Therefore, the ultimate disposition cannot be
determined at this time. However, while such cost may vary from United's current estimate, United believes the difference between its
accrued reserve and the ultimate liability will not be material.

UAL has certain other contingencies resulting from the above environmental actions and other litigation and claims incident to the
ordinary course of business. Management believes, after considering a number of factors, including (but not limited to) the views of
legal counsel, the nature of such contingencies and prior experience, that the ultimate disposition of these contingenciesis not likely to
materialy affect UAL's financial condition, operating results or liquidity.

As aresult of the Chapter 11 Filing, as of the Petition Date, virtually al pending litigation is stayed, and absent further order of the
Bankruptcy Court, no party, subject to certain exceptions, may take any action, again subject to certain exceptions, to recover on
pre-petition claims against the Debtors.

Sunset -

In connection with the July 1994 recapitalization, certain employees of United were granted an approximate 55% equity and voting
interest in UAL in exchange for wage concessions and work-rule changes. In addition, the Company's stockholders approved an
€elaborate governance structure as described in Item 1. Business, "Corporate Governance and the ESOPs." Under the recapitalization, the
governance structure remained in place and employees maintained 55% of the aggregate voting power until " Sunset." Sunset occurred
on March 7, 2003, resulting in the elimination of the 55% voting power of the employees, among other things. (See Note 16, "ESOP
Preferred Stock" and Note 19, "Employee Stock Ownership Plans’ in the Notes to Consolidated Financial Statements, aswell as ltem 1.
Business, "Corporate Governance and the ESOPs; Sunset.")

Outstanding Income Tax Claims -

The Company has income tax refund claims ("Refund") against the Internal Revenue Service ("IRS") of $126 million resulting
from tax overpayments attributable to the six years 1988 to 1993 as well as $262 million resulting from a 2002 net operating loss that
has been carried back to and generates arefund for taxes paid in 1998 and 1999. However, the U.S. Department of Justice ("DOJ") had
imposed an "administrative freeze" that prohibited the IRS from remitting any of the $388 million to the Company. The DOJ action was
in response to the Company's bankruptcy filing and was based on alleged claims of the U.S. government that might be subject to setoff
against the Refund. After discussions with the DOJ, the Company reached an agreement with the government to lift the freeze and
permit the IRS to process and remit approximately $365 million of the Refund. On March 27, 2003, the Bankruptcy Court approved the
settlement and the Company anticipates receiving the funds shortly.

Critical Accounting Policies -

Critical accounting policies are defined as those that are reflective of significant judgments and uncertainties and potentially result
in materially different results under different assumptions and conditions. UAL has prepared the accompanying financial statementsin
conformity with generally accepted accounting principles, which require management to make estimates and assumptions that affect the
reported amountsin the financial statements and accompanying notes. Actual results could differ from those estimates under different
assumptions or conditions. The Company has identified the following critical accounting policies utilized in the preparation of these
financial statements.
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Accounting for Long-Lived Assets. The Company has approximately $16 billion in operating property and equipment at December
31, 2002. In addition to the original cost of these assets, their recorded value isimpacted by a number of policy elections made by the
Company, including the estimation of useful lives, residual values and in 2001, impairment charges.

The Company records aircraft at acquisition cost, upon delivery. Depreciable life is determined by using economic analysis,
reviewing existing fleet plans, and comparing estimated lives to other airlines operating similar fleets. Older generation aircraft are
assigned lives of 25 years which is consistent with the experience of United and other airlines. As aircraft technology has improved,
useful life hasincreased. Thus, the Company has estimated the lives of "new generation™ aircraft to be 30 years. Residual values are
estimated based on the Company's historical experience with regardsto the sale of both aircraft and spare parts and are established in
conjunction with the estimated useful lives of the aircraft. Residual values are based on current dollars when the aircraft are acquired and
typically reflect asset values that have not reached the end of their physical life. Both depreciable lives and residual values are revised
periodically to recognize changesin the Company's fleet plans and changes in conditions.

The Company recognizes an impairment charge when an asset's carrying value exceeds its net undiscounted future cash flows and
itsfair market value. The amount of the charge is the difference between the asset's carrying value and fair market value. Typically,
management estimates the undiscounted future cash flows for its aircraft fleet with models used by the Company in making fleet and
scheduling decisions. These models utilize the Company's projections of passenger yield, fuel costs, labor costs and other relevant
factors for the markets where the specific aircraft will operate.

In 2001, the Company recorded an impairment charge of $517 million for the B737-500 and B747-400 aircraft fleets resulting
from the anticipated decrease in future cash flows in accordance with Statement of Financial Accounting Standards ("SFAS") No. 121,
"Accounting for the Impairment of Long-Lived Assets and for Long-Lived Assetsto be Disposed Of." (See Note 3, "Special Charges' in
the Notes to Consolidated Financial Statements.) In the fourth quarter of 2002, the Company evaluated its fleet in accordance with SFAS
No. 144, " Accounting for the Impairment or Disposal of Long-Lived Assets." Utilizing the Company's current cash flow projections,
based on the proposed CBA maodifications and other cost savings as discussed above in "Plan for Transformation™ and "L abor
Agreements,” and current appraisals of aircraft value, management determined that no further impairment was necessary.

See Note 2(f), "Summary of Significant Accounting Policies - Operating Property and Equipment” in the Notes to Consolidated
Financial Statements for additional information regarding United's policies on accounting for long-lived assets.

Frequent Flyer Accounting. United's Mileage Plus frequent flyer program awards miles to passengers who fly on United, United
Express, the Star Alliance carriers and certain other airlines that participate in the program. Additionally, United sells mileage credits to
participating airline partners in the Mileage Plus program and UL S sells mileage credits to non-airline business partners. In either case,
the outstanding miles may be redeemed for travel on any airline that participates in the program. The Company has an obligation to
provide this future travel; therefore, for awards to passengers redeeming on United, United Express or one of the Mileage Plus partners,
the Company recognizes aliability and corresponding expense for this future obligation. For miles sold to third parties, a portion of
revenue from the sale of mileage is deferred and recognized when the transportation is provided.

At December 31, 2002, United's estimated outstanding number of awards was approximately 10.5 million, as compared with 11.1
million at the end of the prior year. United estimates approximately 8.6 million of these awards will ultimately be redeemed and,
accordingly, the Company has recorded aliability of $717 million, which includes the deferred revenue from the sale of milesto
program participants. The Company utilizes anumber of estimates in accounting for its Mileage Plus program that require management
judgment.

Members may not reach the threshold necessary for afree ticket and outstanding miles may not always be redeemed for free travel.
Therefore, the Company estimates how many miles will never be used and excludes those miles from its estimate of the liability. Based
on historical data, the difference between the awards expected to be redeemed and the total awards outstanding arises because: (1) some
awards will never be redeemed, (2) some will be redeemed for non-travel benefits, and (3) some will be redeemed on partner carriers.
The Company also estimates the number of milesthat will be used per award. If actual miles used are more or less than estimated, the
Company must adjust its liability and corresponding expense.

When atravel award level is attained, the Company records aliability for the estimated incremental costs of providing travel,
based on expected redemptions. United's incremental costs include the additional costs of providing service to the award recipient, such
as fuel, meals, insurance and ticketing costs, for what would otherwise be a vacant seat. The incremental costs do not include any
contribution to overhead or profit. A change to these cost estimates could have a significant impact on the Company's liability in the
year of change aswell asin future years.

In each of 2002, 2001 and 2000, 2.0 million Mileage Plus travel awards were used on United. This number represents the number
of awards for which travel was actually provided in 2002 and not the number of seats that were allocated to award travel. These awards
represented 7.8% of United's total revenue passenger milesin 2002, 8.1% in 2001, and 7.2% in 2000. Passenger preference for Saver
awards, which have inventory controls, keeps displacement of revenue passengers at aminimum. Total miles redeemed for travel on
United in 2002, including awards and upgrades, represented 59% of the total miles redeemed, of which 70% were used for travel within
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the U.S. and Canada. In addition to the awardsissued for travel on United, approximately 24% of the total miles redeemed in 2002 were
used for travel on partner airlines.

Asthe Company aso sells mileage credits to participating airline and non-airline partners, a change to either the time period over
which the credits are used or the estimate of the number or fair value of tickets could have a significant impact on the Company's
revenues in the year of change as well as future years. Additional information regarding the Mileage Plus frequent flyer program is
included in Note 2(g), "Summary of Significant Accounting Policies - Mileage Plus Awards" in the Notes to Consolidated Financial
Statements.

Pension Benefits. The Company accounts for pension benefits using SFAS No. 87, "Employers Accounting for Pensions” ("SFAS
No. 87.") Under SFAS No. 87, pension expense is recognized on an accrual basis over employees' approximate service periodsand is
generally calculated independent of funding decisions or requirements. Detailed information regarding the Company's pension plans are
included in Note 20, "Retirement and Postretirement Plans” in the Notes to Consolidated Financial Statements. The Company's future
funding requirements are discussed in "Liquidity and Capital Resources" above.

The calculation of pension expense and pension obligations requires the use of a number of assumptions, including the assumed
discount rate and the expected return on plan assets. The fair value of plan assets decreased from $7.6 billion at December 31, 2001 to
$6.3 billion at December 31, 2002. Lower investment returns, higher benefit payments due to recent labor contract amendments and
declining discount rates have increased the difference between the plans fair value and accumulated benefit obligations from $1.3
billion at December 31, 2001 to $4.7 billion at December 31, 2002.

The Company utilized a discount rate of 6.75% at December 31, 2002, compared to 7.5% at December 31, 2001 and 7.75% at
December 31, 2000. The discount rate is based on the Moody's Aa bond index as of December 31, 2002, adjusted for the duration of
United's pension obligations. Duration isa commonly used measure of interest rate risk that either assumes that yield changes do not
change the expected cash flows ("modified duration™) or assumes that expected cash flows may change given the fact that the yield
changes ("effective duration™). Since United's pension obligations are generally not satisfied in a single lump sum distribution,
management, with assistance from its actuary, used the modified duration methodology to determine an acceptable discount rate by
matching the expected cash outflows of United's pension obligations against available bonds with appropriate maturities.

The Company assumed an expected rate of return on plan assets of 9.0% at December 31, 2002 compared to 9.75% used at
December 31, 2001 and 2000. The expected return on plan assets is based on an evaluation of the historical behavior of the broad
financial markets and the Company's investment portfolio and taking into consideration input from the plans' investment consultant and
actuary regarding expected long-term market conditions and investment management performance. The expected long-term rate of
return on plan assets is based on atarget all ocation of assets to the following fund types. 60% equities, 35% fixed income and 5% other
with expected long-term rates of return of 11%, 6.5% and 13%, respectively.

The Company believes that the long-term asset allocation on average will approximate the targeted allocation and regularly
reviews the actual asset allocation to periodically rebalance the investments to the targeted all ocation when appropriate. Pension expense
is reduced by the expected return on plan assets, which is measured by assuming the market-related value of plan assets increases at the
expected rate of return. The market-related value is a calculated value that phases in differences between the expected rate of return and
the actual return over a period of five years.

Actuaria gains or losses are triggered by changes in assumptions or experience that differ from the original assumptions. Under
SFAS No. 87, those gains and losses are not required to be recognized currently as pension expense, but instead may be deferred. If the
unrecognized net gain or loss exceeds 10% of the greater of the projected benefit obligations and the market-related value of plan assets,
the amount outside the 10% corridor is subject to amortization over the average remaining service life of the covered active employees.
At December 31, 2002, the Company had unrecognized actuarial losses of $4.5 billion. The recognition of these losses is expected to
increase pension expense by approximately $75 million, $108 million and $157 million in 2003, 2004 and 2005, respectively.
Additionally, the Company had unrecognized prior service costs from past benefit improvements of $1.2 billion, which will be
amortized as a component of pension expense over the average remaining service life of the covered active employees. The recognition
of these costs is expected to increase pension expense by approximately $91 million in each of 2003, 2004 and 2005.

Valuation Allowance for Deferred Tax Assets. The Company initially recorded atax valuation allowance against its deferred tax
assetsin the third quarter of 2002. In recording the val uation allowance, management considered whether it was more likely than not
that some or all of the deferred tax assets would be realized. This analysis included consideration of scheduled reversals of deferred tax
liabilities, projected future taxable income, carryback potential and tax planning strategies, in accordance with SFAS No. 109,
"Accounting for Income Taxes." At December 31, 2002, the Company had recorded atax valuation allowance of $1.2 billion against its
deferred tax assets. See also Note 7, "Income Taxes" in the Notes to Consolidated Financia Statements for additional information.

New Accounting Pronouncements -
In June 2002, the Financial Accounting Standards Board ("FASB") issued SFAS No. 146, "Accounting for Costs Associated with
Disposal or Exit Activities' ("SFAS No. 146"). SFAS No. 146 requires that liabilities for costs associated with exit or disposal activities
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be recognized when the liabilities are incurred, rather than when an entity commits to an exit plan. The Company adopted SFAS No. 146
on January 1, 2003. The new rules will change the timing of liability and expense recognition related to exit or disposal activities, but
not the ultimate amount of such expenses.

In November 2002, the FASB issued Interpretation 45, "Guarantor's Accounting and Disclosure Requirements for Guarantees,
Including Indirect Guarantees of Indebtedness of Others' ("FIN 45"). FIN 45 requires a guarantor to recognize, at the inception of a
guarantee, aliability for the fair value of the obligation undertaken in issuing the guarantee. FIN 45 also expands the disclosures
required to be made by a guarantor about its obligations under certain guaranteesthat it has issued. Initial recognition and measurement
provisions of FIN 45 are applicable on a prospective basis to guaranteesissued or modified. The disclosure requirements are effective
immediately and are provided in Note 21, "Commitments, Contingent Liabilities and Uncertainties" in the Notes to Consolidated
Financia Statements. The Company does not expect FIN 45 to have a material effect on its results of operations.

In January 2003, the FASB issued Interpretation 46, " Consolidation of Variable Interest Entities® ("FIN 46"). FIN 46 requires the
consolidation of variable interest entities ("VIES'), as defined. FIN 46 appliesto VIEs created after January 31, 2003. The related
disclosure requirements are effective immediately and are provided in Note 21, "Commitments, Contingent Liabilities and
Uncertainties' in the Notes to Consolidated Financial Statements. The Company is still evaluating the impact of FIN 46 on its financial
Statements.

Outlook for 2003 -

The threat of war with Irag and subsequent initiation of hostilities has resulted in a significant declinein revenues for the first
quarter and the immediate future. Passenger unit revenue for January and February 2003 has declined 6% and 11%, respectively, as
compared to the same months of 2002 and future international bookings in particular, have dropped significantly from the same period
last year. UAL currently expects to report an operating loss of approximately $900 million for the first quarter of 2003.

United's near-term revenue forecast has deteriorated significantly from recent projections, as the threat of war became aredlity. In
recent weeks, the Company has experienced declinesin fuel prices, but due to continued volatility in the market place, is unable to
predict what impact, if any, the war with Irag will have on fudl pricesin the future. Asfuel is asignificant expense to United, changesin
fuel price could have a significant impact on the Company's results of operations.

With the initiation of military action between the U.S. and Irag on March 19, the Company immediately began the implementation
of its contingency plan, which involved reducing the schedule by an additional 8% effective April 6, 2003 and the implementation of
associated reductions in employment levels through placing a portion of its employees on temporary unpaid leave.

The Company, in participation with the ATA and other airlines, isin discussions with the U.S. government regarding the need for
financial relief for the industry. Although the Company will continue to pursue relief from the government and other sources, given the
uncertain situation, further temporary reductions in employee compensation may be necessary in the future.

The Company's existing fuel hedges were terminated December 9, 2002 by the counterparties, as the Company's bankruptcy filing
constituted an event of default under the contracts. The terms of the DIP Financing limit United's ability to post collateral in connection
with fuel hedging. Notwithstanding the above, as market conditions and its economic outlook change, the Company continually
evaluates the potential economic benefit of entering into fuel hedging arrangements.

Certain statements included in the above "Outlook™ paragraphs, as well as el sewhere throughout M anagement's Discussion and
Analysis of Financial Condition and Results of Operations, are forward-looking and thus reflect the Company's current expectations and
beliefs with respect to certain current and future events and financial performance. Such forward-looking statements are and will be, as
the case may be, subject to many risks and uncertainties relating to the operations and business environments of the Company that may
cause actua resultsto differ materialy from any future results expressed or implied in such forward-looking statements. Factors that
could significantly affect net earnings, revenues, expenses, unit costs, fuel, load factor and capacity include, without limitation, the
following: the Company's ability to continue as a going concern; the Company's ability to operate pursuant to the terms of the DIP
Financing; the Company's ahility to obtain court approval with respect to motions in the Chapter 11 proceeding prosecuted by it from
time to time; the Company's ability to develop, prosecute, confirm and consummate one or more plans of reorganization with respect to
the Chapter 11 cases; risks associated with third parties seeking and obtaining court approval to terminate or shorten the exclusivity
period for the Company to propose and confirm one or more plans of reorganization, for the appointment of a Chapter 11 trustee or to
convert the cases to Chapter 7 cases; the Company's ability to achieve necessary reductionsin labor costs; the Company's ability to
obtain and maintain normal terms with vendors and service providers, the Company's ability to maintain contracts that are critical to its
operations; the potential adverse impact of the Chapter 11 cases on the Company's liquidity or results of operations; the costs and
availability of financing; the Company's ahility to execute its business plan; the Company's ability to attract, motivate and/or retain key
employees, the Company's ability to attract and retain customers; demand for transportation in the markets in which the Company
operates, general economic conditions; the effects of the war in Iraq and any other hostilities or act of war (in the Middle East or
elsewhere) or any terrorist attack; the ability of other air carriers with whom the Company has alliances or partnerships to provide the
services contemplated by the respective arrangements with such carriers; the costs and availability of aircraft insurance; the costs of
aviation fuel; the costs associated with existing or future security measures and practices, competitive pressures on pricing (particularly
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from lower-cost competitors); government legislation and regulation; consumer perceptions of the Company's products; weather
conditions; and other risks and uncertainties set forth from time to time in UAL's reports to the United States Securities and Exchange
Commission. Consequently, the forward-looking statements should not be regarded as representations or warranties by the Company
that such matters will be realized. The Company disclaims any intent or obligation to update or revise any of the forward-looking
statements, whether in response to new information, unforeseen events, changed circumstances or otherwise.

ITEM 7A. QUANTITATIVE AND QUALITATIVE DISCLOSURES ABOUT MARKET RISK

Interest Rate Risk - United's exposure to market risk associated with changes in interest rates relates primarily to its debt
obligations and short-term investments. United does not use derivative financial instrumentsin itsinvestments portfolio. United's policy
isto manage interest rate risk through a combination of fixed and floating rate debt and entering into swap agreements, depending upon
market conditions. A portion of the borrowings are denominated in foreign currencies which exposes the Company to risks associated
with changes in foreign exchange rates. To hedge against some of this risk, the Company has placed foreign currency deposits (primarily
for Japanese yen and euros) to meet foreign currency lease obligations designated in the respective currencies. Since unrealized
mark-to-market gains or losses on the foreign currency deposits are offset by the losses or gains on the foreign currency obligations, the
Company reduces its overall exposure to foreign currency exchange rate volatility. The fair value of these deposits is determined based
on the present value of future cash flows using an appropriate swap rate. The fair value of long-term debt is based on the quoted market
prices for the same or similar issues or the present value of future cash flows using a U.S. Treasury rate that matches the remaining life
of the instrument, adjusted by a credit spread.

(In millions) Expected Maturity Dates 2002 2001
Fair Fair

2003 2004 2005 2006 2007 Thereafter Total Vaue Total Vaue
ASSETS
Cash equivalents
Fixed rate $856 $- $- $- $- $- $856 $ 856 $1,647 $1,647
Avg. interest rate 1.36% - - - - - 1.36% 2.21%
Variablerate $30 $- $- $- $- $- $30 $30 $41 $41
Avg. interest rate 2.07% - - - - - 2.07% 2.28%

Short term investments

Fixed rate $110 $- $- $- $- $- $110 $110 $742 $742
Avg. interest rate 6.50% - - - - - 6.50% 5.09%
Variablerate $278 $- $- $- $- $- $278 $278 $198 $198
Avg. interest rate 1.81% - - - - - 1.81% 2.53%

L ease deposits

Fixed rate - yen deposits $- $- $- $- $64 $293 $357 $419 $314 $361
Avg. interest rate - - - - 3.25% 3.01% 3.06% 3.06%

Fixed rate - FF deposits $- $- $- $- $- $- $- $- $10 $10
Avg. interest rate - - - - - - - 5.61%

Fixed rate - DM deposits $- $- $- $- $- $- $- $- $304 $329
Avg. interest rate - - - - - - - 6.73%

Fixed rate - EUR deposits $2 $2 $2 $2 $60 $337 $405 $480 $26 $25
Avg. interest rate 4.56% 4.59% 4.63% 4.66% 6.58% 5.56% 5.61% 4.14%

Fixed rate- USD deposits $- $- $- $- $- $14 $14 $16 $13 $15
Avg. interest rate - - - - - 6.49% 6.49% 6.49%

LONG-TERM DEBT

U. S. Dollar denominated

Fixed rate debt $- $- $- $- $- $- $- $- $5,101 $4,273
Avg. interest rate - - - - - - - - 7.58%
Variable rate debt $- $700 $- $- $- $- $700 $700 $2,746 $2,591
Avg. interest rate - 7.75% - - - - 7.75% 3.3™%
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December 31, 2002

(In millions, except average contract rates) Notional Average Estimated
Amount Contract Rate Fair Value
(Pay)/Receive
Interest rate swap $130 7.56% $(27)

December 31, 2001

(In millions, except average contract rates) Notional Average Estimated
Amount Contract Rate Fair Value
(Pay)/Receive2
Interest rate swap $135 7.86% $(17)

Foreign Currency Risk - United has established aforeign currency hedging program using currency forwards and options
(purchasing put options and selling correlation options) to hedge exposure to the Japanese yen, Hong Kong dollar, Canadian dollar,
British pound, Australian dollar and the euro. The goal of the hedging program is to effectively manage risk associated with fluctuations
in the value of the foreign currency, thereby making financial results more stable and predictable. United does not use currency forwards
or currency options for trading purposes. As of December 31, 2002, United had no outstanding currency hedges.

December 31, 2001

(In millions, except average contract rates) Notional Average Estimated
Amount Contract Rate Fair Value

Forward exchange contracts (Pay)/Receive2

Japanese Y en - Purchased forwards $115 126.60 $(4)

- Sold forwards $58 130.90 $-

French Franc - Purchased forwards $50 5.05 $(6)

Euro - Purchased forwards $152 127 $(16)

Price Risk (Aircraft Fuel) - When market conditions indicate risk reduction is achievable, United entersinto fuel option contracts
to reduceits price risk exposure to jet fuel. The option contracts are designed to provide protection against sharp increases in the price of
aircraft fuel. As market conditions change, so may United's hedging program. As aresult of the bankruptcy filing, al fuel hedges were
terminated by the respective counterparties.

December 31, 2001

(In millions, except average contract rates) Notional Average Estimated
Amount Contract Rate Fair Value
(Pay)/Receive2
Purchased forward contracts - Crude oil $201 $23.96/bbl $(28)
Purchased forward contracts - Heating oil $120 $27.16/bbl $(17)

2 Egtimated fair values represent the amount United would pay/receive on December 31, 2002 or December 31, 2001 to terminate the contracts.

ITEM 8. FINANCIAL STATEMENTSAND SUPPLEMENTARY DATA
INDEPENDENT AUDITORS REPORTS

To the Board of Directors and Stockholders of
UAL Corporation
Elk Grove Township, lllinois

We have audited the accompanying consolidated statement of financial position of UAL Corporation (Debtor-in-Possession) and
subsidiaries as of December 31, 2002, and the related consolidated statements of operations, stockholders' equity, and cash flows for the
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year then ended. Our audit also included the financial statement schedule listed in the Index at Item 15(a)2 for the year ended December
31, 2002. These consolidated financial statements ("financial statements") and the financial statement schedule are the responsibility of
the Company's management. Our responsibility is to express an opinion on these financial statements and financial statement schedule
based on our audit. The financia statements of the Company and financial statement schedule listed in the Index at Item 15(a)2 for the
years ended December 31, 2001 and 2000, before the change in composition of its reportable segments and inclusion of disclosures as
discussed in Note 23 and Note 2(k), respectively, were audited by other auditors who have ceased operations. Those auditors, expressed
an ungualified opinion on those financial statements and financial statement schedule in their report dated February 20, 2002, and
included an explanatory paragraph that described a change in accounting principle for the measurement of redeemable preferred ESOP
stock and change in accounting principles for revenue recognition.

We conducted our audit in accordance with auditing standards generally accepted in the United States of America. Those standards
require that we plan and perform the audit to obtain reasonable assurance about whether the financial statements are free of material
misstatement. An audit includes examining, on atest basis, evidence supporting the amounts and disclosures in the financia statements.
An audit also includes assessing the accounting principles used and significant estimates made by management, as well as evaluating the
overall financia statement presentation. We believe that our audit provides a reasonable basis for our opinion.

In our opinion, such 2002 financial statements present fairly, in all material respects, the financial position of UAL Corporation
(Debtor-in-Possession) and subsidiaries as of December 31, 2002, and the results of their operations and their cash flows for the year
then ended in conformity with accounting principles generally accepted in the United States of America. Also in our opinion, the 2002
financial statement schedule, when considered in relation to the basic 2002 financial statements taken as awhole, presentsfairly in all
material respects the information set forth therein.

Asdiscussed in Note 1, the Company has filed for reorganization under Chapter 11 of the United States Bankruptcy Code. The
accompanying financial statements do not purport to reflect or provide for the consequences of the bankruptcy proceedings. In
particular, such financial statements do not purport to show (@) as to assets, their realizable value on aliquidation basis or their
availability to satisfy liabilities; (b) asto prepetition liahilities, the amounts that may be alowed for claims or contingencies, or the status
and priority thereof; (c) asto stockholder accounts, the effect of any changes that may be made in the capitalization of the Company; or
(d) asto operations, the effect of any changes that may be made in its business.

The accompanying financial statements have been prepared assuming that the Company will continue as a going concern. As discussed
in Note 1, as aresult of the bankruptcy filing, realization of assets and satisfaction of liabilities, without substantial adjustments and/or
changes in ownership, are subject to uncertainty and raise substantial doubt about the Company's ability to continue as a going concern.
Management's plan concerning these mattersis also discussed in Note 1. The financial statements do not include adjustments that might
result from the outcome of this uncertainty.

As discussed above, the financia statements as of and for the years ended December 31, 2001 and 2000 were audited by other auditors
who have ceased operations. As described in Note 23, the Company changed the composition of its reportable segments in 2002, and the
amountsin the 2001 and 2000 financial statements relating to reportable segments have been restated to conform to the 2002
composition of reportable segments. We audited the adjustments that were applied to restate the disclosures for reportable segments
reflected in the 2001 and 2000 financial statements. Our procedures included (i) comparing the adjusted amounts to the Company's
underlying records obtained from management, and (ii) testing the mathematical accuracy of the reconciliations of segment amountsto
the financia statements. In our opinion, such adjustments are appropriate and have been properly applied. However, we were not
engaged to audit, review, or apply any procedures to the 2001 and 2000 financial statements of the Company other than with respect to
such adjustments and, accordingly, we do not express an opinion or any other form of assurance on the 2001 and 2000 financial
statements taken as awhole.

Asdescribed in Note 2(k), these financial statements have been revised to include the transitional disclosures required by Statement of
Financial Accounting Standards No. 142, "Goodwill and Other Intangible Assets," which was adopted by the Company as of January 1,
2002. Our audit procedures with respect to the disclosuresin Note 2(k) with respect to 2001 and 2000 included (a) agreeing the
previously reported net earnings (10ss) to the previously issued financia statements and the adjustments to reported net earnings (10ss)
representing amortization expense (including any related tax effects) recognized in those periods related to intangibl e assets that are no
longer being amortized to the Company's underlying records obtained from management, and (b) testing the mathematical accuracy of
the reconciliation of adjusted net earnings (10ss) to reported net earnings (loss), and the related earnings (10ss) per share amounts. In our
opinion, the disclosures for 2001 and 2000 in Note 2(k) are appropriate. However, we were not engaged to audit, review, or apply any
procedures to the 2001 and 2000 financial statements of the Company other than with respect to such disclosures and, accordingly, we
do not express an opinion or any other form of assurance on the 2001 and 2000 financia statements taken as awhole.

DELOITTE & TOUCHELLP

Chicago, Illinois
March 20, 2003
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To the Stockholders and
Board of Directors, UAL Corporation:

We have audited the accompanying statements of consolidated financial position of UAL Corporation (a Delaware corporation) and
subsidiary companies as of December 31, 2001 and 2000, and the related statements of consolidated operations, consolidated cash flows
and consolidated stockholders equity for each of the three yearsin the period ended December 31, 2001. These financial statements and
the schedule referred to below are the responsibility of the Company's management. Our responsibility is to express an opinion on these
financial statements based on our audits.

We conducted our audits in accordance with auditing standards generally accepted in the United States. Those standards require that we
plan and perform the audit to obtain reasonable assurance about whether the financial statements are free of material misstatement. An
audit includes examining, on atest basis, evidence supporting the amounts and disclosures in the financial statements. An audit also
includes assessing the accounting principles used and significant estimates made by management, as well as evaluating the overall
financia statement presentation. We believe that our audits provide a reasonable basis for our opinion.

In our opinion, the consolidated financial statements referred to above present fairly, in all material respects, the financial position of
UAL Corporation and subsidiary companies as of December 31, 2001 and 2000, and the results of their operations and their cash flows
for each of the three years in the period ended December 31, 2001, in conformity with accounting principles generally accepted in the
United States.

Asexplained in Note 1(b) of the Notes to Consolidated Financial Statements, effective January 1, 2001, the Company changed its
accounting principles for the measurement of redeemable preferred ESOP stock as aresult of the adoption of Topic D-98 "Classification
and Measurement of Redeemable Securities' and effective January 1, 2000, the Company changed certain of its accounting principles
for revenue recognition as aresult of the adoption of Staff Accounting Bulletin No. 101 "Revenue Recognition in Financial Statements.”

Our audits were made for the purpose of forming an opinion on the basic financial statements taken as awhole. The schedul e referenced
in Item 14(a) 2 herein is presented for purposes of complying with the Securities and Exchange Commission's rules and is not part of the
basic financial statements. This schedul e has been subjected to the auditing procedures applied in the audit of the basic financial
statements and, in our opinion, fairly statesin all material respects the financial data required to be set forth therein in relation to the
basic financial statements taken as awhole.

Arthur Andersen LLP (1)

Chicago, Illinois
February 20, 2002

(1) Thisreport isacopy of the previously issued report covering 2001, 2000 and 1999. The predecessor auditors have not reissued their report.

UAL Corporation and Subsidiary Companies
(Débtor and Debtor-In-Possession)

Statements of Consolidated Operations
(In millions, except per share)

Y ear Ended December 31

Operating revenues: 2002 2001 2000
Passenger $11,872 $ 13,788 $ 16,932
Cargo 673 704 931
Other operating revenues 1,741 1,646 1,489

14,286 16,138 19,352
Operating expenses:
Salaries and related costs 7,029 7,080 6,877
Aircraft fuel 1,921 2,476 2,511
Commissions 416 710 1,025
Purchased services 1,411 1,650 1,711
Aircraft rent 851 827 888
Landing fees and other rent 1,021 1,009 959
Depreciation and amortization 960 1,026 988
Aircraft maintenance 560 701 698
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Cost of sales 1,240 1,280 1,061
Other operating expenses 1,565 1,722 1,841
Special charges 149 1,428 139
17,123 19,909 18,698
Earnings (loss) from operations (2,837) (3,771) 654
Other income (expense):
Interest expense (590) (525) (402)
Interest capitalized 25 79 77
Interest income 60 105 101
Equity in earnings (losses) of affiliates (7) (23) (12)
Gain on sale of investments 46 261 109
Non-operating special charges - (49) (61)
Airline stabilization grant 130 652 -
Reorganization items, net (10) - -
Miscellaneous, net (22) (86) (35)
368 414 223
Earnings (loss) before income taxes, distributions on preferred
securities, extraordinary item and cumulative effect (3,205) (3,357) 431
Provision (credit) for income taxes - (1,226) 160
Earnings (loss) before distributions on preferred securities,
extraordinary item and cumulative effect (3,205) (2,131) 271
Distributions on preferred securities, net of tax Q) @ @
Earnings (loss) before extraordinary item and cumulative effect (3,212) (2,137) 265
Extraordinary loss on early extinguishment of debt, net of tax - - (6)
Cumulative effect of accounting change, net of tax - (8) 209
Net earnings (10ss) $(3,212) $(2,145) $50
Per share, basic:
Earnings (loss) before extraordinary item and cumulative effect $(53.55) $(39.90) $2.02
Extraordinary loss on early extinguishment of debt, net of tax - - (0.05)
Cumulative effect of accounting change, net of tax - M) @)
Net earnings (10ss) $(53.55) $.(40.04) $0.04
Per share, diluted:
Earnings (loss) before extraordinary item and cumulative effect $(53.55) $(39.90) $1.89
Extraordinary loss on early extinguishment of debt, net of tax - - (0.06)
Cumulative effect of accounting change, net of tax - M) @)
Net earnings (10ss) $(53.55) $.(40.04) $0.04
See accompanying Notes to Consolidated Financial Statements.
UAL Corporation and Subsidiary Companies
(Debtor and Debtor-1n-Possession)
Statements of Consolidated Financial Position
(In millions)
December 31
Assets 2002 2001
Current assets:
Cash and cash equivalents $ 886 $1,688
Restricted cash 462 -
Short-term investments 388 940
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Receivables, |ess allowance for doubtful

accounts (2002 - $29; 2001 - $30) 788 1,047
Aircraft fuel, spare parts and supplies, less
obsol escence allowance (2002 - $57; 2001 - $70) 310 329
Income tax receivables 326 174
Deferred income taxes - 272
Prepaid expenses and other 219 636
3,379 5,086
Operating property and equipment:
Owned -
Flight equipment 15,533 14,745
Advances on flight equipment 173 566
Other property and egquipment 3,882 3,919
19,588 19,230
Less - Accumulated depreciation and amortization 5,306 4,716
14,282 14,514
Capital leases -
Flight equipment 2,489 2,667
Other property and equipment 84 99
2,573 2,766
Less - Accumulated amortization 494 472
2,079 2,294
16,361 16,808
Other assets:
Long-term restricted cash 116 -
Investments 124 278
Intangibles, less accumulated amortization
(2002 - $347; 2001 - $333) 412 422
Pension assets 1,162 562
Aircraft lease deposits 776 667
Prepaid rent 408 374
Deferred income taxes - 97
Other 918 903
3,916 3,303
$ 23,656 $25,197
See accompanying Notes to Consolidated Financial Statements.
UAL Corporation and Subsidiary Companies
(Débtor and Debtor-In-Possession)
Statements of Consolidated Financial Position
(In millions, except share data)
December 31
Liabilities and Stockholders' Equity 2002 2001
Current ligbilities:
Notes payable $- $133
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Long-term debt maturing within one year - 1,217
Current obligations under capital leases - 237
Advance ticket sales 1,021 1,183
Accounts payable 284 1,268
Accrued salaries, wages and benefits 1,496 1,227
Accrued aircraft rent - 903
Other accrued liabilities 1,190 1,898

3,991 8,066
Long-term debt 700 6,622
Long-term obligations under capital leases - 1,943

Other liabilities and deferred credits:

Deferred pension liability 4,661 1,241
Postretirement benefit liability 1,809 1,690
Deferred gains - 827
Accrued aircraft rent - 551
Deferred income taxes 249 -
Other 894 1,049
7,613 5,358
Liabilities subject to compromise (Note 10) 13,833 -

Commitments and contingent liabilities (Note 21)
Company-obligated mandatorily redeemable

preferred securities of asubsidiary trust - 98

Preferred stock committed to Supplemental ESOP 2 77

Stockholders' equity:

Seria preferred stock (Note 15) - -

ESOP preferred stock (Note 16) - -

Common stock at par, $0.01 par value; authorized 200,000,000

shares; issued 98,470,381 shares at December 31, 2002 and

71,266,547 shares at December 31, 2001 1 1

Additional capital invested 5,070 4,995

Retained deficit (3417) (199)

Stock held in treasury, at cost -

Preferred, 10,213,519 depositary shares at December 31,

2002 and 2001 (Note 15) (305) (305)

Common, 16,102,418 shares at December 31, 2002 and

16,282,369 shares at December 31, 2001 (1,167) (1,180)

Accumulated other comprehensive loss (2,663) (275)

Other @] (@)

2,483 3,033

$ 23,656 $25,197

See accompanying Notes to Consolidated Financial Statements.

UAL Corporation and Subsidiary Companies
(Débtor and Debtor-In-Possession)
Statements of Consolidated Cash Flows
(In millions)
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Y ear Ended December 31
2002 2001 2000
Cash and cash equivalents at beginning of year $1,688 $1,679 $310
Cash flows from (utilized by) operating activities:
Net earnings (10ss) (3,212) (2,145) 50
Adjustments to reconcile to net cash provided by
operating activities -
Reorganization items 10 - -
ESOP compensation expense - - 147
Cumulative effect of accounting change, net of tax - 8 209
Extraordinary loss on debt extinguishment, net of tax - - 6
Gain on sale of investments (46) (261) (109)
Investment impairment - - 61
Pension funding less than (greater than) expense 451 391 (21)
Deferred postretirement benefit expense 339 214 153
Depreciation and amortization 970 1,932 1,058
Provision (credit) for deferred income taxes 665 (1,144) 317
Undistributed (earnings) losses of affiliates 8 30 13
Decrease (increase) in receivables 262 165 68
Decrease (increase) in other current assets 130 170 (208)
Increase (decrease) in advance ticket sales (162) (271) 42
Increase (decrease) in accrued income taxes (85) (60) 77)
Increase (decrease) in accounts payable
and accrued liabilities (704) 589 761
Amortization of deferred gains (64) (66) (66)
Other, net 299 288 68
(1,139) 160 2,472
Cash flows from (utilized by) investing activities:
Additions to property and equipment (157) (1,951) (2,538)
Proceeds on disposition of property and equipment 364 178 324
Proceeds on sale of investments 137 259 147
Acquisition of MyPoints.com, net of cash acquired (Note 24) - (32) -
Decrease (increase) in short-term investments 552 (275) (286)
Increase in restricted cash (578) - -
Other, net 247 148 168
n (1,969) (2,521)
Cash flows from financing activities:
Repurchase of common stock - - (81)
Proceeds from issuance of long-term debt 950 2,485 2,515
Proceeds from DIP lenders 700 - -
Repayment of long-term debt (1,338) (176) (441)
Principal payments under capital leases (220) (289) (283)
Purchase of equipment certificates under Company |leases - - (208)
Decrease in equipment certificates under Company leases 296 33 228
Increase (decrease) in short-term borrowings (133) 133 (61)
Cash dividends (7 (88) (118)
Other, net 18 40 133
266 2138 1418
Increase (decrease) in cash and cash equivalents during the year 802 9 1,369
Cash and cash equivalents at end of year $.886 $1,688 $1,679
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Balance at December 31, 1999
Y ear ended December 31, 2000:

Net earnings
Other comprehensive income, net:

Unrealized losses on securities, net
Minimum pension liability adj.

Total comprehensive income
Cash dividends on preferred

stock ($1.44 per Series B share)
Cash dividends on common

stock ($1.25 per share)
Common stock repurchases
Issuance and amortization of

ESOP preferred stock
ESOP dividend ($8.89 per share)
Preferred stock committed to

Supplemental ESOP
Other

Balance at December 31, 2000
Y ear ended December 31, 2001:

Net loss
Other comprehensive income, net:

Unrealized |osses on investments, net
Unrealized losses on derivatives, net
Minimum pension liability adj.

Total comprehensive income
Cash dividends on preferred

stock ($1.44 per Series B share)
Cash dividends on common

stock ($0.30 per share)
Preferred stock committed to

Supplemental ESOP
Other

Balance at December 31, 2001
Y ear ended December 31, 2002:

Net loss
Other comprehensive income, net:

Unrealized losses on investments, net
Unrealized gains on derivatives, net
Minimum pension liability adj.

Total comprehensive income
Cash dividends on preferred

stock ($1.08 per Series B share)

See accompanying Notes to Consolidated Financial Statements.

UAL Corporation and Subsidiary Companies

(Debtor and Debtor-In-Possession)

Statements of Consolidated Stockholders' Equity

(In millions, except per share)

Additional
Common Capital
Stock Invested

$- $1 $4,038

Retained

Earnings

(Deficit)
$2138

50

(10)

(144)

(36)

(10)

(42)

(199)

(3212)
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Preferred

Stock

$(28)
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Other
Treasury Comp.
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$(1.402) $352
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M)_ 152
- (116)
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Other

$09

Total

$5,090

(10)

(144)
(81)

147

(2,145)

(116)
(46)

(265)
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(10)
(42
229

29)

3,033

(3212)

(40)
16

2,364
(5.600)
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Preferred stock committed to

Supplemental ESOP - - 75 - - - - - 75
Other = - - = z 13 - 2 15
Balance at December 31, 2002 $- $1 $5,070 $(3,417) $- $(1,472) $(2,663) $(2) $(2,483)

See accompanying Notes to Consolidated Financial Statements.

Notes to Consolidated Financial Statements

(1) Proceedings Under Chapter 11 of the Bankruptcy Code

Chapter 11 Reorganization. On December 9, 2002 ("Petition Date"), UAL Corporation, United Air Lines, Inc. and 26 direct and
indirect wholly owned subsidiaries (collectively, the "Debtors") filed voluntary petitions for relief under Chapter 11 of the United States
Bankruptcy Code in the United States Bankruptcy Court for the Northern District of Illinois, Eastern Division ("Bankruptcy Court™).
The reorganization cases are being jointly administered under the caption "In re: UAL Corporation, et al., Case No. 02-48191" (*Chapter
11 Cases"). Included in the Consolidated Financial Statements are subsidiaries which have not commenced Chapter 11 cases and are not
Debtors. The assets and liabilities of such non-filing subsidiaries are not considered material to the Consolidated Financial Statements.

The Debtors continue to operate their businesses as "debtors-in-possession” under the jurisdiction of the Bankruptcy Court and in
accordance with the applicable provisions of the Bankruptcy Code, the Federal Rules of Bankruptcy Procedure and applicable court
orders. In general, as debtors-in-possession, the Debtors are authorized under Chapter 11 to continue to operate as an ongoing business,
but may not engage in transactions outside the ordinary course of business without the prior approval of the Bankruptcy Court. At
hearings held on December 9, 2002, the Bankruptcy Court granted the Debtors first day maotions for various relief designed to stabilize
operations and business relationships with customers, vendors, employees and others and entered orders granting authority to the
Debtors to, among other things. (a) pay pre-petition and post-petition employee wages, salaries, benefits and other employee obligations;
(b) honor customer service programs, including United's Mileage Plus frequent flyer program and ticketing program; and (c) honor
obligations arising prior to the Petition Date related to the Company's interline, clearinghouse, code sharing and other similar
agreements. The Bankruptcy Court also gave interim approval for the Debtors to access atotal of up to $1.5 billion of
debtor-in-possession secured financing ("DIP Financing") provided by JPMorgan Chase Bank, Citicorp USA, Inc., Bank One, NA and
The CIT Group/Business Credit, Inc. Final approval of the DIP Financing was granted by the Bankruptcy Court on December 30, 2002.
(See"DIP Financing" below.)

Under Section 362 of the Bankruptcy Code, the filing of the bankruptcy petition automatically stays most actions against a debtor,
including most actions to collect pre-petition indebtedness or to exercise control over the property of the debtor's estate. Absent an order
of the Bankruptcy Court, substantially all pre-petition liabilities are subject to settlement under a plan of reorganization to be approved
by the Bankruptcy Court.

Shortly after the Chapter 11 filing, the Debtors began notifying al known current or potential creditors of the Chapter 11 filing for
the purpose of identifying and quantifying all pre-petition claims against the Debtors. The Chapter 11 filing triggered defaults on
substantially all debt and lease obligations of the Debtors.

Notwithstanding the preceding general discussion of the automatic stay, the Debtors' rights to possess and operate certain
qualifying aircraft, aircraft engines and other aircraft-related equipment that are leased or subject to a security interest or conditional sale
contract are governed by aparticular provision of the Bankruptcy Code that specifies different treatment. Section 1110 of the
Bankruptcy Code (" Section 1110") provides that unless the Debtors take certain action, within 60 days after the Petition Date or such
later date asis agreed by the applicable lessor, secured party, or conditional vendor, the contractual rights of such financier to take
possession of such equipment and to enforce any of its other rights or remedies under the applicable agreement are not limited or
otherwise affected by the automatic stay or any other provision of the Bankruptcy Code.

Under Section 1110 of the Bankruptcy Code, the automatic stay lasts for only 60 days with respect to Section 1110-€ligible aircraft,
engines and related equipment except under two conditions. The debtor may extend the 60-day period by agreement of the relevant
financier, with court approval. Alternatively, the debtor may agree to perform all of the obligations under the applicable financing and
cure any defaults thereunder as required by the Bankruptcy Code. In the absence of either such arrangement, the financier may take
possession of the property and enforce any of its contractual rights or remedies to sell, lease or otherwise retain or dispose of such
equipment.

The 60-day period under Section 1110 in the Company's Chapter 11 Case expired on February 7, 2003. The Company has reached
agreements with a significant number of aircraft financiers to extend the automatic stay, in exchange in certain instances for United's
agreement to make specified payments. United also has made elections with respect to certain other aircraft to cure all existing defaults
and to pay the contract rates as required by the Bankruptcy Code. With respect to certain aircraft, however, United neither negotiated an
extension of the automatic stay nor agreed to cure and resume payments. Accordingly, the financiers of such aircraft may seek to
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repossess the property. Although no such financiers have sought to repossess any United equipment, and although the Company believes
that market conditions for commercial aircraft make repossession unlikely, there can be no assurance that United's lendors and lessors
will not repossess any of the applicable aircraft. Any such repossessions could result in substantial disruptions to United's operations and
could have amateria adverse effect on the Company's business.

Under Section 365 of the Bankruptcy Code, the Debtors may assume, assume and assign, or reject certain executory contracts and
unexpired leases, including, without limitation, leases of real property, aircraft and aircraft engines, subject to the approval of the
Bankruptcy Court and certain other conditions. In general, rejection of an unexpired lease or executory contract istreated as a
pre-petition breach of the lease or contract in question and, subject to certain exceptions, relieves the Debtors of performing their future
obligations under such lease or contract but entitles the lessor or contract counterparty to a pre-petition general unsecured claim for
damages caused by such deemed breach. Counterparties to such rejected contracts or |eases may file claims against the Debtors' estate
for such damages. Generally, the assumption of an executory contract or unexpired lease requires the Debtors to cure most existing
defaults under such executory contract or unexpired lease. In thisregard, the Company expects that liabilities subject to compromise and
resolution in the Chapter 11 Cases will arise in the future as aresult of damage claims created by the Debtors' rejection of various
executory contracts and unexpired leases. Conversely, the Company would expect that the assumption of certain executory contracts and
unexpired leases may convert liabilities shown as subject to compromise to liabilities not subject to compromise.

Section 1113(c) of the Bankruptcy Code permits a debtor to move to reject its collective bargaining agreements ("CBAS") if the
debtor first satisfies several statutorily prescribed substantive and procedural prerequisites and obtains the Bankruptcy Court's approval
of the rejection. After bargaining in good faith and sharing relevant information with its unions, the debtor must make proposals to
modify its existing CBAs based on the most complete and reliable information available at the time. The proposed modifications must
be necessary to permit the reorganization of the debtor and must ensure that all the affected parties are treated fairly and equitably
relative to the creditors and the debtor. Ultimately, rejection is appropriate if the unions refuse to agree to the debtors necessary
proposals "without good cause" and the balance of the equities favors rejection.

As required by the Bankruptcy Code, the United States Trustee for the Northern District of Illinois ("U.S. Trustee") has appointed
an official committee of unsecured creditors (the "Creditors Committee™). The Creditors Committee and its legal representatives have a
right to be heard on all matters that come before the Bankruptcy Court with respect to the Debtors. There can be no assurance that the
Creditors' Committee will support the Debtors' positions or the Debtors' ultimate plan of reorganization, once proposed, and
disagreements between the Debtors and the Creditors Committee could protract the Chapter 11 Cases, could negatively impact the
Debtors ability to operate during the Chapter 11 Cases and could delay the Debtors emergence from Chapter 11.

In order to successfully exit Chapter 11, the Company will need to propose, and obtain confirmation by the Bankruptcy Court of, a
plan of reorganization that satisfies the requirements of the Bankruptcy Code. A plan of reorganization would resolve, among other
things, the Debtors' pre-petition obligations, set forth the revised capital structure of the newly reorganized entity and provide for its
corporate governance subsequent to exit from bankruptcy. On March 21, 2003, the Bankruptcy Court approved the extension of the
Company's "exclusivity period" (during which it isthe only party permitted to file a plan of reorganization) to October 2003, but under
certain circumstances, the exclusivity period could be shortened by two months. The timing of filing a plan of reorganization by the
Company will depend on the timing and outcome of numerous other ongoing matters in the Chapter 11 Cases. Although the Company
expectsto file a plan of reorganization that provides for its emergence from bankruptcy as a going concern, there can be no assurance at
this time that a plan of reorganization will be confirmed by the Bankruptcy Court, or that any such plan will be implemented
successfully.

Financial Statement Presentation. The accompanying consolidated financial statements have been prepared in accordance with
American Institute of Certified Public Accountants Statement of Position 90-7 (*SOP 90-7"), "Financial Reporting by Entitiesin
Reorganization Under the Bankruptcy Code," and on a going-concern basis, which contemplates continuity of operations, realization of
assets and satisfaction of liabilities in the ordinary course of business.

SOP 90-7 requires that the financial statements for periods subsequent to the Chapter 11 filing petition distinguish transactions and
eventsthat are directly associated with the reorganization from the operations of the business. Accordingly, revenues, expenses
(including professional fees), realized gains and losses, and provisions for losses directly associated with the reorganization and
restructuring of the business are reported separately in the financial statements. The Statements of Consolidated Financial Position
distinguish pre-petition liabilities subject to compromise from both those pre-petition liabilities that are not subject to compromise and
from post-petition liabilities. Liabilities subject to compromise are reported at the amounts expected to be allowed, even if they may be
settled for lesser amounts.

In addition, as aresult of the Chapter 11 filing, the realization of assets and satisfaction of liabilities, without substantial
adjustments and/or changes in ownership, are subject to uncertainty. Given this uncertainty, there is substantial doubt about the
Company's ability to continue as a going concern. While operating as debtors-in-possession under the protection of Chapter 11 of the
Bankruptcy Code and subject to approval of the Bankruptcy Court or otherwise as permitted in the ordinary course of business, the
Debtors, or some of them, may sell or otherwise dispose of assets and liquidate or settle liabilities for some amounts other than those
reflected in the consolidated financial statements. Further, a plan of reorganization could materially change the amounts and
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classifications in the historical consolidated financial statements.

Pursuant to the Bankruptcy Code, the Debtors have filed schedules with the Bankruptcy Court setting forth the assets and liabilities
of the Debtors as of the Petition Date. Differences between amounts recorded by the Debtors and claimsfiled by creditors will be
investigated and resolved as part of the Chapter 11 Cases. The deadline for filing proofs of claim with the Bankruptcy Court isMay 12,
2003, with a limited exception for governmental entities, which have until June 9, 2003 to file proofs of claim. Accordingly, the ultimate
number and allowed amounts of such claims are not presently known.

DIP Financing. The DIP Financing consists of two facilities, a $300 million facility provided by Bank One N.A. ("Bank One
Facility") and a$1.2 billion facility provided by J.P. Morgan Chase Bank, Citicorp USA, Inc., Bank One, N.A. and The CIT
Group/Business Credit, Inc. ("Club Facility"). The Company has received commitments of $1.0 billion under the Club Facility following
the completion of the syndication process for that facility; the balance is conditioned upon the participation of one or more additional
lenders approved by the existing participants.

The Bank One Facility consists of a $300 million term loan with an interest rate option of the prime rate plus 5.5% or LIBOR plus
6.5% (with aLIBOR floor of 3%). As of December 31, 2002, the Company had borrowed $300 million at the LIBOR option which is
duein five equal monthly installments beginning in March 2004.

The Club Facility consists of arevolving credit and letter of credit facility of $800 million and aterm loan of $400 million, which
matures on July 1, 2004. The Company has the option of borrowing under the Club Facility at an interest rate of the prime rate plus
5.5% or LIBOR plus 6.5% (with aLIBOR floor of 3%). As of December 31, 2002, the Company had borrowed $400 million under the
term loan at the LIBOR option. In addition, the Company had available a $100 million letter of credit facility which was not drawn
down on in December, but was fully utilized by March 2003. The remaining $700 million under the revolving credit facility is subject to
stringent availability hurdles as discussed below.

The DIP Financing is guaranteed by each of the Debtors and is secured by first priority liens on all unencumbered present and
future assets of the Debtors and by junior liens on al other assets of the Debtors, other than certain specified assets, including assets
which are subject to financing agreements that are entitled to the benefits of Section 1110 to the extent such financing agreements
prohibit such junior liens. In addition, the Bank One Facility is secured by cash collateral collected under the Co-Branded Credit Card
Agreement between Bank One and the Company.

The terms of the DIP Financing include covenants that require the Company to satisfy ongoing monthly financial requirements as
determined by EBITDAR (earnings before interest, income taxes, depreciation, amortization and aircraft rents) and covenants that limit,
among other things, the Debtors' ahility to borrow additional money, make capital expenditures and make additional corporate
investments. In addition, the Company is reguired to maintain a minimum unrestricted cash balance, excluding escrowed amounts, of
$300 million.

Under the Club Facility, borrowing availability is determined by a formula based on a percentage of eligible assets. The eligible
assets consist of certain previously unencumbered aircraft, spare engines, spare parts inventory, certain flight simulators and quick
engine change kits. The underlying value of such assets may fluctuate periodically due to prevailing market conditions and fluctuations
in value may have an impact on the borrowing availability under the Club Facility. Availability may be further limited by additional
reserves imposed by the banks in their commercially reasonable discretion.

The remaining $700 million of availability under the Club Facility, subject to the limitation on borrowing availability discussed
above, will be available to the Company after certain conditions are met, including achieving positive cumulative EBITDAR; submitting
a certified updated business plan; providing updated appraisals on the collateral and ascertaining there has been no material adverse
change with respect to transferability of routes, gate leaseholds or slots.

(2) Summary of Significant Accounting Policies

(a) Basis of Presentation - UAL is aholding company whose principal subsidiary is United. The consolidated financial statements
include the accounts of UAL and al of its mgjority-owned affiliates (collectively "the Company™). All significant intercompany
transactions are eliminated. Certain prior-year financial statement items have been reclassified to conform to the current year's
presentation.

(b) Use of Estimates - The preparation of financial statements in conformity with generally accepted accounting principles requires
management to make estimates and assumptions that affect the reported amounts of assets and liabilities and disclosure of contingent
assets and liabilities at the date of the financial statements and the reported amounts of revenues and expenses during the reporting
period. Actual results could differ from those estimates.

(c) Airline Revenues - Passenger fares and cargo revenues are recorded as operating revenues when the transportation is furnished.
The value of unused passenger ticketsisincluded in current liabilities as advance ticket sales. In addition, United has formed bilateral
aliances with other airlines which include: joint frequent flyer participation; code sharing of flight operations; coordination of
reservations, baggage handling and flight schedules and other resource-sharing activities. Code sharing is an agreement under which a
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carrier's flights can be marketed under the two-letter airline designator code of another carrier. Revenues earned under these
arrangements are all ocated between the code share partners based on existing contractual agreements and airline industry standard
pro-ration formulas and are recognized as passenger revenue when the transportation is provided.

(d) Cash and Cash Equivalents and Short-Term I nvestments - Cash in excess of operating requirementsisinvested in short-term,
highly liquid, income-producing investments. Investments with a maturity of three months or less on their acquisition date are classified
as cash and cash equivaents. Other investments are classified as short-term investments.

From time to time, United lends certain of its securities classified as cash and cash equivalents and short-term investments to third
parties. United requires collateral in an amount exceeding the value of the securities and is obligated to reacquire the securities at the end
of the contract. United accounts for these transactions as secured borrowings rather than sales and does not remove the securities from
the balance sheet. At December 31, 2002, United had no secured borrowings outstanding.

At December 31, 2002 and 2001, $402 million and $526 million, respectively, of investmentsin debt securities included in cash
and cash equivalents and short-term investments were classified as available-for-sale, and $714 million and $2.0 billion, respectively,
were classified as held-to-maturity. Investments in debt securities classified as available-for-sale are stated at fair value based on the
guoted market prices for the securities, which does not differ significantly from their cost basis. Investments classified as
held-to-maturity are stated at cost which approximates market due to their short-term maturities. The gains or losses from sales of
available-for-sale securities are included in interest income for each respective year.

At December 31, 2002, the Company had $578 million in restricted cash, including $116 million in long-term restricted cash. The
cash largely represents security for worker compensation obligations in states where United self-insures, security deposits for airport
leases and reserves with institutions which process the Company's sales.

(e) Aircraft Fuel, Spare Parts and Supplies - Aircraft fuel and maintenance and operating supplies are stated at average cost.
Flight equipment spare parts are stated at average cost less an obsol escence allowance.

(f) Operating Property and Equipment - Owned operating property and equipment is stated at cost. Property under capital |eases,
and the related obligation for future lease payments, are initially recorded at an amount egqual to the then present value of those lease
payments.

Depreciation and amortization of owned depreciable assets is based on the straight-line method over their estimated service lives.
L easehold improvements are amortized over the remaining period of the lease or the estimated service life of the related asset,
whichever isless. Aircraft are depreciated to estimated salvage values, generally over lives of 25 to 30 years; buildings are depreciated
over lives of 25 to 45 years; and other property and equipment are depreciated over lives of 3to 15 years.

Properties under capital |eases are amortized on the straight-line method over the life of the lease or, in the case of certain aircraft,
over their estimated service lives. Leaseterms are 10 to 22 years for aircraft and flight simulators and 29 years for buildings.
Amortization of capital leasesisincluded in depreciation and amortization expense.

Maintenance and repairs, including the cost of minor replacements, are charged to maintenance expense accounts as incurred. Costs
of additions to and renewals of units of property are charged to property and equipment accounts.

(9) Mileage Plus Awards - UAL accrues the estimated incremental cost of providing free travel awards earned under its Mileage
Plus frequent flyer program when such award levels are reached. United sells mileage credits to participating airline partnersin the
Mileage Plus program and UAL Loyalty Services ("ULS"), awholly owned subsidiary of UAL, sells mileage credits to non-airline
business partners.

A portion of revenue from the sale of mileage credits is deferred and recognized as passenger revenue when the transportation is
provided. Accordingly, UAL recorded a charge of $209 million, net of tax, in 2000, for the cumulative effect of a change in accounting
principle to reflect the application of the accounting method to prior years. This change resulted in a reduction to revenues of
approximately $38 million for 2000.

(h) Deferred Gains - Gains on aircraft sale and leaseback transactions are deferred and amortized over the lives of the leasesas a
reduction of rental expense.

(i) United Express - United has marketing agreements under which independent regional carriers, flying under the United Express
name, feed passengers to United owned and operated flights. United pays these carriers on a fee-per-departure basis and includes the
revenues derived from the carriers in passenger revenue, net of these expenses. United Express revenues (net of expenses) included in
passenger revenues were $(255) million, $(232) million and $(49) million for 2002, 2001 and 2000, respectively.

While the effect on United's results, taking into account only the United Express flights, is negative, the Company realizes a
significant benefit (not included in the results shown above) from the traffic provided to United's operations as a result of these
agreements.
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United has call options on 83 regional jets owned or leased by these carriers. The call option is a standard part of the United
Express agreement and is intended to allow United to secure control over regional jets used for United Express flying in the event a
United Express agreement is terminated. The call option reduces thisrisk if the Company determines that a change of United Express
carrier is necessary, particularly due to the significant time lag between order and delivery of aircraft (such asregiona jets madeto
United's specifications).

The call options are only exercisable if United maintains a specified credit rating and the United Express carrier fails to meet
required operating and/or financial performance levels for a specified period of time. Due to United's current credit rating, none of the
call options are exercisable at thistime.

() Advertising - Advertising costs, which are included in other operating expenses, are expensed as incurred. Advertising expense
was $169 million, $217 million and $269 million for the years ended December 31, 2002, 2001 and 2000, respectively.

(k) Intangibles - Intangibles consist primarily of route acquisition costs and intangible pension assets (see Note 20, "Retirement
and Postretirement Plans').

Effective January 1, 2002, UAL adopted SFAS No. 142, "Goodwill and Other Intangible Assets' ("SFAS No. 142"). In connection
with the adoption of SFAS No. 142, UAL discontinued $12 million in annual amortization expense on route acquisition costs, which are
indefinite-lived intangible assets. SFAS No. 142 a so requires companies to test intangibles for impairment on an annual basis or on an
interim basis when a triggering event occurs. During the first quarter of 2002, the Company performed an initial evaluation of its
intangibles and determined that the fair value of itsintangibles was in excess of the book value.

The following information relates to UAL's intangibles at December 31, 2002:

(In millions) Gross Carrying Accumulated
Amount Amortization

Amortized intangible assets

Airport Slots and Gates $184 $ 166
Other 47 14
$231 $180

Unamortized intangible assets

Routes $344
Goodwill 17
$361

Slots and gates are amortized on a straight-line basis over the life of the related |eases. Other intangibles are amortized over periods
of 3to 10 years. Total amortization expense recognized in 2002 was $12 million. The Company expects to record amortization expense
of $8 million in 2003, $7 million in 2004 and 2005, $6 million in 2006 and $4 million in 2007.

Route authorities are rights granted by governments to operate flights to and from a particular country. These authorities are very
specific and limited, fixed in nature and are rarely available in the marketplace. Accordingly, route authorities are highly valued and
sought after assets by al airlines. During 2002, UAL obtained athird-party appraisal of its route authorities which concluded that the
market value of these assets continues to be considerably in excess of the book value.

Slots and gates, like routes, are highly valued assets that do not frequently come into the marketplace. The Company has no
intention to sell these assets and believes that the market value isin excess of the recorded book value.

Goodwill primarily relatesto UAL Loyalty Services ("ULS") acquisition of MyPoints.com, which occurred in July 2001 and is
based on the final purchase price allocation. Management believes that the cash flows of ULS's operation, asreflected in Note 23,
"Segment Information” are sufficient to support the value of these intangibles and goodwill.

Pro formaresults for the years ended 2001 and 2000 assuming the discontinuation of amortization are shown below:

(In millions, except per share) 2001 2000

Earnings (loss) before cumulative effect
and extraordinary loss, as reported $(2,137) $ 265
Amortization of routes, net of tax 7 7
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Earnings (loss) before cumulative effect

and extraordinary loss, pro forma $(2,130) $272

Net earnings (l0ss), as reported $(2,145) $50

Amortization of routes, net of tax 7 7

Net earnings (loss), pro forma $(2,138) $57
Per share Basic Diluted Basic Diluted
Earnings (loss) before cumulative effect
and extraordinary loss, as reported $(39.90) $(39.90) $2.02 $1.89
Amortization of routes, net of tax 0.14 0.14 0.08 0.06
Earnings (loss) before cumulative effect $(39.76) $(39.76) $2.10 $1.95

and extraordinary loss, pro forma

Net earnings (l0ss), as reported $(40.04) $(40.04) $0.04 $0.04
Amortization of routes, net of tax 0.14 0.14 0.08 0.06
Net earnings (loss), pro forma $(39.90) $(39.90) $0.12 $0.10

() Measurement of I mpairments - Effective January 1, 2002, the Company adopted SFAS No. 144, "Accounting for the
Impairment or Disposal of Long-Lived Assets' ("SFAS No. 144"), which addresses the accounting and reporting for the impairment or
disposal of long-lived assets. SFAS No. 144 did not have an effect on the Company's results of operations.

United's policy isto recognize an impairment charge when an asset's carrying value exceeds its net undiscounted future cash flows
and its fair market value. The amount of the charge is the difference between the asset's carrying value and fair market value.

(m) Stock Option Accounting - At December 31, 2002, the Company had certain stock-based empl oyee compensation plans, as
described in Note 18, "Stock Options and Awards." The Company has el ected to continue accounting for those plans under the
recognition and measurement provisions of Accounting Principles Board Opinion No. 25, "Accounting for Stock Issued to Employees,”
and related Interpretations. No stock-based employee compensation cost pertaining to stock optionsis reflected in the Company's net
earnings (loss), as al options granted under those plans had an exercise price equal to the market value of the underlying common stock
on the date of grant. If compensation cost for stock-based employee compensation plans had been determined using the fair value
recognition provisions of SFAS No. 123, "Accounting for Stock-Based Compensation," the Company's net earnings (10ss) and earnings
(loss) per share would have instead been reported as the pro forma amounts indicated below:

(In millions, except per share) Y ear Ended December 31
2002 2001 2000
Net earnings (loss), as reported $(3,212) $(2,145) $50
Less: Total compensation expense determined under
fair value method, net of tax in 2001 and 2000 (28) (16) [€4)
$(3,240) $(2,161) $33

Net earnings (loss) per share:

Basic and Diluted - As reported $(53.55) $ (40.04) $0.04
Basis and Diluted - Pro forma $(54.02) $(40.34) $(0.10)

(3) Special Charges

2002 -

Avolar.On March 22, 2002, UAL announced the orderly shutdown of its wholly owned subsidiary Avolar, which was formed in
early 2001 to operate and sell fractional ownership interestsin premium business aircraft. In connection with the closing of Avolar, UAL
recorded a specia charge of $82 million in the first quarter 2002 which included aircraft deposits and termination fees ($55 million),
operating related expenses ($18 million), severance related costs ($7 million) and other costs ($2 million).

In accordance with Emerging Issues Task Force No. 94-3, "Liability Recognition for Certain Employee Termination Benefits and
Other Coststo Exit an Activity," the Company identified those charges which should be recognized at the time management had
committed to an exit plan. The specia charge included current period and future estimated liabilities incurred which would produce no
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future economic benefit to UAL.

Specifically, the current period expenses included in the charge were related to obligations incurred prior to the commitment date
which would not produce any future benefit to the Company and included costs for promotional flights, consultant fees for the
development of computer systems, advertising in anticipation of operations and other miscellaneous expenses.

Severance. During the fourth quarter of 2002, UAL announced the closing of three reservation centers, a maintenance line and four
international stations and the conversion of five stationsin the U.S. to United Express service, which resulted in the furloughing of a
number of employees. Additionally, in connection with the Company's plan to decrease the airline's flying schedule, as well as overall
cost-saving measures, the Company announced a reduction in employment levels effective January and February 2003. As aresult of the
announced furloughs, the Company recorded a specia charge of $67 million in the fourth quarter of 2002 for severance-related charges.

2001 -

Related to September 11. During the third quarter of 2001, United recorded a specia charge of $1.3 billion in operating expense
and $49 million in non-operating expense for amounts relating to the September 11 terrorist attacks and the resulting impact on the
Company's schedul e and operations.

The special charge in operating expense was made up of the following (in millions):

Amount
Special charges:
Aircraft groundings and impai rment $788
Reduction in force 217
Early termination fees 181
Discontinued capital projects 107
Miscellaneous 19
Total operating special charges $1312

After the September 11 terrorist attacks, the Company grounded the B727-200 and B737-200 fleets and recorded a charge of $271
million, reflecting the write down of the fleets to fair value.

Due to the changes implemented to United's operations, the Company reviewed its fleet for impairment in accordance with SFAS
No. 121, asamended by SFAS No. 144. Management determined that the estimated net undiscounted future cash flows generated by its
B737-500 and B747-400 fleets would be less than their carrying value. Management estimated the undiscounted future cash flows with
models used by the Company in making fleet and scheduling decisions. These models utilized the Company's projections of passenger
yield, fuel costs, labor costs and other relevant factors for the markets where these aircraft will operate. The aircraft in each of these
fleets were written down to their fair market values, as estimated by management using published sources, third-party appraisals and
bids received from third parties. Accordingly, the special charge includes an impairment charge of $517 million for these aircraft fleets
resulting from the anticipated decrease in future cash flows.

Also asaresult of the terrorist attacks, the Company furloughed approximately 20,000 employees across all work groups (pilots,
flight attendants, mechanics, ramp service, customer service and management and salaried employees). In connection with the furloughs,
United accrued severance costs of approximately $217 million, including a one-time curtailment charge relating to the accelerated
recognition of unrecognized prior service costs for certain of the Company's pension plans.

Also included in the specia chargeis $107 million relating to the write-off of capital projects no longer being pursued. As a direct
result of September 11, management made the decision to terminate all funding and labor resources for numerous capitalized projects
that were in-process prior to September 11 and which did not provide any immediate economic or long-term safety benefits to customers
or the airline. The projects and related amounts capitalized that were discontinued following September 11 included computer system
development costs ($48 million), aircraft improvements ($33 million), airport facility improvements ($21 million) and other
miscellaneous projects ($5 million).

After management announced the furlough and the freeze on al capital expenditures, United determined that the Company was
unlikely to meet certain commitments or provisions of certain executory contracts with third parties. The executory contracts are related
to agreements with state and local governments ($157 million), aircraft improvements ($11 million) and facilities and other ($13
million)

Additionally, the Company recorded a non-operating special charge of $49 million related to certain non-operating aircraft that
were |leased to others. The fair value of these aircraft was significantly impacted by the events of September 11.
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As part of the Air Transportation Safety and System Stabilization Act of 2001 (the "Act") enacted in response to the events of
September 11, 2001, the federal government made $5.0 billion in federal grants available to the airline industry. The Company received
atotal of $782 million in grants under the Act, of which $652 million was received in 2001 and $130 million in 2002. These amounts
represent the Company's total allocation of grant money under the Act.

Following is areconciliation of activity related to the accruals for the reduction in force and early termination fees:

Reduction in force Early termination fees
Balance at December 31, 2001 $87 $171
Accruals 67 39
Payments (43) (48)
Reversal of overaccruals (49 -
Balance at December 31, 2002 $.67 $162

During 2002, the Company reversed $44 million of overaccruals pertaining to the reduction in force as aresult of the Company
furloughing fewer employees than was initially anticipated in early 2002.

Through December 31, 2002, the Company had received approximately $58 million related to insurance recoveries on aircraft
destroyed by the September 11 attacks and approximately $12 million related to other covered expenses. The Company anticipates that
itsliability from claims arising from the events of September 11, 2001 will be significant, after considering the liability protections
provided for by the Act; however, the Company expects that any amounts paid on such claims will be borne by itsinsurance carriers as
claims are resolved and, in any event, the Company believes that, under the Act, itsliability will be limited to itsinsurance coverage.

The Company has not incurred any material environmental obligations relating to September 11.

US Airways Merger.During the second quarter of 2001, UAL recognized a specia charge of $116 million for incremental direct
costs incurred related to the potential acquisition of US Airways Group, Inc. that was ultimately terminated. In addition to a $50 million
termination fee, the Company incurred costs of $29 million related to integration project management, $16 million in legal fees and $21
million in other professional fees that were written off.

2000 -
Operating Special Charges. The Company recorded the following special charges in operating expense in 2000:

(inmillions) Amount
Fleet impairments $33
Sublease |osses 16
Write-down of |eased equipment 36

Impairment of equipment 54
$139

During 2000, the Company permanently grounded certain BAe Turbo-Prop aircraft which had been used in the United Express
operation and announced the planned early retirement of the B727-222 aircraft fleet resulting in an impairment charge of $33 million, in
accordance with SFAS No. 121, as amended by SFAS No. 144. In connection with the grounding of the BAe aircraft, the Company also
incurred a charge of $16 million for losses related to subleases, in accordance with FASB Technical Bulletin 79-15, " Accounting for
Loss on a Sublease Not Involving the Disposal of a Segment.”

The Company also announced its decision to end its freighter operation effective December 24, 2000, resulting in the early
retirement of four DC10-30 freighter aircraft which were under lease. Accordingly, the Company recorded a charge of $12 millionin the
fourth quarter of 2000. Additionally, the Company permanently grounded seven leased B747-238 aircraft in the second quarter of 2000
and recorded a $24 million charge, as the aircraft continued to be leased but were no longer used for operating purposes beyond 2000.
These charges were recognized in accordance with EITF 88-10, "Costs Associated with Lease Modification or Termination," asit was
determined that the grounded, leased aircraft and improvements had no substantive future use or benefit. Accordingly, the remaining
rental payments and capitalized |easehold improvements were written-off.

Finally, the Company recorded a charge of $37 million in the second quarter of 2000 when the Company retired the inflight video
system on certain B777-222 aircraft, which was replaced by an enhanced and more reliable inflight video system. The Company aso
recorded an impairment charge of $17 million to reduce the carrying value of certain equipment no longer used in the Company's
operations as of the fourth quarter 2000, to net realizable value in accordance with SFAS No. 121.
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Priceline. In 1999, United received 5.5 million warrants convertible into 5.5 million shares of Priceline common stock at an
exercise price of $52.625, which were recorded at their fair value of $61 million. In the third quarter of 2000, United recorded an
impairment loss of $38 million, net of tax, in non-operating expense, for the write-down of these warrants to zero. Subsequent to the
third quarter of 2000, the Company sold all of itswarrantsin Priceline for less than $1 million in proceeds.

(4) Per Share Amounts

Basic earnings per share were computed by dividing net earnings (loss) before extraordinary item and cumul ative effect by the
weighted-average number of shares of common stock outstanding during the year and potential participating ESOP preferred sharesin
periods where such shares are dilutive using the if-converted method. In addition, diluted earnings per share amounts include potential
common shares, including common shares issuable upon conversion of ESOP shares committed to be released.

Earnings (L oss) Attributable to Common Stockholders (in millions) 2002 2001 2000

Net earnings (loss) before cumulative effect and extraordinary item $(3,212) $(2,137) $ 265
Preferred stock dividends (10) (10) (46)
Earnings (loss) attributable to common stockholders (Basic and Diluted) $(3,222) $(2,147) $219

Shares (in millions)

Weighted average shares outstanding 60.2 53.8 51.3
Participating convertible ESOP preferred stock - - 57.0
Weighted average number of shares (Basic) 60.2 53.8 108.3
Non-participating convertible ESOP preferred stock - - 7.5
Other - - 0.7
Weighted average number of shares (Diluted) 60.2 53.8 116.5

Earnings (Loss) Per Share (before cumulative effect and extraordinary item)

Basic $(5355)  $(39.90)  $2.02
Diluted $(5355  $(39.90) $1.89

At December 31, 2002, stock options to purchase 12,850,750 shares of common stock were outstanding, but were not included in
the computation of diluted earnings per share, because the exercise price of these options was greater than the average market price of
the common shares. In addition, 33,857,761 shares of convertible ESOP preferred stock were not included in the computation of diluted
earnings per share, as the result would be antidilutive.

(5) Comprehensive Income

The following table presents the tax effect of those items included in other comprehensive income:

Y ear Ended December 31
(Inmillions) 2002 2001 2000
Tax Net of Tax Net of Tax Net of
Pre-Tax Effect Tax Pre-Tax Effect Tax Pre-Tax Effect Tax

Unrealized holding gains (losses) on

investments arising during period $6 $- $6 $79 $(29) $50 $(297) $101  $(196)
Less: reclassification adjustment

for gainsincluded in net income 46 - 46 261 (95) 166 - - E
Net unrealized holding gains (losses) (40) - (40) (182) 66 (116) (297) 101 (196)
Net unrealized gains (l0sses)

on derivatives 16 - 16 (72) 26 (46)

Minimum pension liability 2364 - 2364 418 153 265 (6) 2 (@)
Total other comprehensive income $(2.388) $- $(2.388) $(672) $245  $(427) $(303) $103 $(200)

Unrealized gains (losses) on securities primarily represent gains (losses) on the Company's investments in Galileo and Cendant as
discussed in Note 8, "Investments."

The components of accumulated other comprehensive income (loss) (which are al net of applicable taxesin 2000 and 2001) are as
follows:
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Unrealized Unrealized Minimum
(in millions) Gain/(Loss) Losseson Pension

on Investments Derivatives Liability Total
Balance at December 31, 1999 $355 $- $(3) $ 352
Current year net change (196) - [C)) 200
Balance at December 31, 2000 $159 $- $(7) $ 152
Current year net change (116) (46) (265) 427
Balance at December 31, 2001 $43 $ (46) $(272) $(275)
Current year net change (40) 16 (2,364) (2,388)
Balance at December 31, 2002 $3 $(30) $(2,636) $(2,663)

(6) Other Income (Expense) - Miscellaneous

Included in Other income (expense) - "Miscellaneous, net" was $(13) million, $(21) million and $(22) million of foreign exchange

gains (losses) in 2002, 2001 and 2000, respectively.

(7) Income Taxes

In 2002, UAL incurred both aregular and an aternative minimum tax ("AMT") loss. The carryback of the AMT lossto 1998 and
1999 will produce afederal tax refund, thereby reducing AMT credits. The primary differences between UAL's regular tax loss and
AMT loss are the depreciation adjustments and preferences.

In assessing the realizability of its deferred tax assets, management considers whether it is more likely than not that some portion
of the deferred tax asset will be realized. During 2002, the Company recorded a valuation allowance against its deferred tax assets.

The provision (credit) for income taxes is summarized as follows:

(In millions) 2002 2001 2000
Current -
Federal $(669) $(82) $(133)
State 4 i (24)
665 (82) 157
Deferred -
Federal 755 (1,048) 278
State (90) (96) 39
665 1,144 317
$- $(1,226) $160
The significant components of the deferred income tax provision (credit) are as follows:
(In millions) 2002 2001 2000
Deferred tax provision (exclusive of the
other components listed below) $ (495) $(1,150) $317
Increase in the valuation allowance
for deferred tax assets 1,160 6 -
$665 $(1,144) $317

The income tax provision differed from amounts computed at the statutory federal income tax rate, as follows:

(In millions) 2002 2001 2000
Income tax provision at statutory rate $(1,124) $(1,175) $151
State income taxes, net of federal income

tax benefit (56) (62) 10
ESOP dividends - a7) (32
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Nondeductible employee meals 13 18 24

Valuation alowance 1,160 6 -

Other, net 7 4 7
$- $(1,226) $160

Temporary differences and carryforwards that give rise to asignificant portion of deferred tax assets and liabilities for 2002 and
2001 are asfollows:

(In millions) 2002 2001
Deferred Tax Deferred Tax Deferred Tax Deferred Tax
Assets Liabilities Assets Liabilities

Employee benefits, including
postretirement medical and ESOP $ 1,753 $29 $1,329 $80
Depreciation, capitalized interest
and transfers of tax benefits - 3,733 - 3,180
Federal and state net operating loss
carryforwards 1,627 - 1,162
Mileage Plus deferred revenue 196 - 171
Gains on sale and leasebacks 247 - 275
Rent expense 468 - 462
AMT credit carryforwards 294 - 255 -
Other 1,126 1,032 939 958
Less: Valuation allowance (1,166) - (6) -

$4,545 $4,794 $4,587 $4,218

At December 31, 2002, UAL and its subsidiaries had $294 million of federal AMT credits and $1.6 billion of federal and state net
operating loss ("NOL") credits which may be carried forward to reduce the tax liabilities of future years. Federal NOL credits of $218
million expire in 2022 and $1.2 billion expire in 2023.

Current Internal Revenue Service ("IRS") rules would place the Company's NOL s at risk if an ownership change occurs during the
three years prior to emergence from bankruptcy. An ownership change is triggered if shareholders owning 5% or more of the stock
change their holdingsin the aggregate by at least 50 percentage points. Consequently, the Bankruptcy Court has entered an injunction
preventing trading in the Company's securities by substantial equity holders and claimholders, including the ESOP trustee, State Street
Bank & Trust.

On March 4, 2003, the Company announced that it had received a private letter ruling from the IRS which would permit the
Company to allow the additional sale of UAL common stock held by the ESOP without jeopardizing these tax benefits. (See Note 16,
"ESOP Preferred Stock™ and Note 19, "Employee Stock Ownership Plans' for further details.)

The Company has determined, based on its history of operating earnings (losses) and current declaration of bankruptcy, that it is
more likely than not that the gross deferred tax assets, net of valuation allowances at December 31, 2002 are expected to be realized
through the reversals of existing deferred tax credits.

(8) Investments

At December 31, 2000, United owned 15,940,000 shares (18%) in Galileo, a leading provider of electronic global distribution
services for the travel industry. On October 1, 2001, Cendant Corporation ("Cendant") acquired all of the outstanding common stock of
Gdlileo for a combination of stock and cash. Accordingly, United tendered al of its sharesin Galileo for net proceeds of $65 million and
21,168,320 shares in Cendant, resulting in again of $244 million. In the fourth quarter of 2001, United sold 14 million shares of
Cendant common stock for net proceeds of $194 million, resulting in again of $17 million. In January 2002, United sold its remaining
investment in Cendant for net proceeds of $137 million, resulting in again of $46 million.

During 2000, 2001 and 2002, UL S invested approximately $53 million in Orbitz, an Internet travel web site. ULS owns
approximately 22% of Orbitz and accounts for this investment using the equity method of accounting.

During 1998 and 1999, United invested approximately $51 million in GetThere.com resulting in a 28% minority interest consisting
of common stock, warrants and options. United accounted for itsinvestment in GetThere.com using the equity method of accounting.
On October 6, 2000, Sabre Holdings Corporation acquired all of the outstanding common stock of GetThere.com for $17.75 per share.
Accordingly, after converting its options and warrants, United tendered all of its shares for net proceeds of $147 million, resultingin a
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gain of approximately $69 million, net of tax.
(9) Acquisitions

On July 18, 2001, UL S successfully completed its cash tender offer to acquire al of the outstanding common stock of
MyPoints.com for $2.60 per share. MyPoints.com is an Internet-based direct marketing and membership services company, known for
its database-driven loyalty infrastructure. Including the costs related to vested management stock options, outstanding warrants and
transaction-rel ated expenditures, the aggregate cost of the acquisition was approximately $118 million ($32 million, net of cash
acquired). The Company recorded approximately $32 million to goodwill and intangible assets based on the final purchase price

alocation. Thistransaction is being accounted for under the purchase method, in accordance with SFAS No. 141, "Business
Combinations."

(10) Liabilities Subject to Compromise

Liabilities subject to compromise refers to liabilities incurred prior to the commencement of the Chapter 11 Cases. These amounts
represent the Company's estimate of known or potential pre-petition claims to be resolved in connection with the Chapter 11 Cases.
Such claims remain subject to future adjustments. Adjustments may result from negotiations, actions of the Bankruptcy Court, rejection
of executory contracts and unexpired leases, the determination as to the value of any collateral securing claims, proofs of claim or other

events. It is anticipated that such adjustments may be material. Payment terms for these amounts will be established in connection with
the Chapter 11 Cases.

At December 31, 2002, the Company had liabilities subject to compromise of approximately $13.8 billion which consisted of the
following:

(In millions)

Long-term debt, including accrued interest $8,331

Aircraft-related accruals and deferred gains 2,306

Capita lease obligations, including accrued interest 2,195

Accounts payable 332

Company-obligated mandatorily redeemable

preferred securities of asubsidiary trust 97

Other 572
$13,833

(11) Short-Term Borrowings

At December 31, 2001, United had outstanding $133 million in short-term borrowings, bearing an average interest rate of 2.80%.
Receivables amounting to $145 million were pledged by United to secure repayment of such outstanding borrowings. This arrangement
was terminated in May 2002 and the borrowings repaid.

(12) Long-Term Debt

As of December 31, 2002, all of the Company's pre-petition debt isin default due to the Chapter 11 filing. Pre-petition debt, which
is classified asliabilities subject to compromise as of December 31, consisted of the following:

(In millions)

Secured notes, 2.03% to 9.52%, averaging

5.83%, due through 2014 $ 7,050
Debentures, 9.00% to 11.21%, averaging

9.89%, due through 2021 646
Special facility bonds, 5.63% to 6.38%,

averaging 5.90%, due through 2035 493

$8,189

A summary of long-term debt, including current maturities, as of December 31 is asfollows:

file:/lIK|/DeAragon/SEC/10K/10-K 2002/ual.htm (51 of 87) [3/28/2003 5:13:23 PM]



(1) Summary of Significant Accounting Policies

(In millions) 2002 2001

DIP Facility, 7.75%, due 2004 $700 $-

Secured notes, 2.30% to 9.83%, averaging

5.78%, due through 2014 - 6,708

Debentures, 9.00% to 11.21%, averaging

9.89%, due through 2021 - 646

Special facility bonds, 5.63% to 6.38%,

averaging 5.90%, due through 2035 - 493

700 7.847

Less: Unamortized discount on debt - 8

Current maturities - (1,217)
$700 $6,622

At December 31, 2002, United had outstanding a total of $3.9 billion of debt at variable rates from 2.03% to 9.52% based on
specified spreads over LIBOR.

In December 2002, the Company borrowed $700 million under the DIP Facility as described more fully in Note 1, "Proceedings
Under Chapter 11 of the Bankruptcy Code."

During 2002, the Company refinanced approximately $525 million in interim financing through a $775 million private debt
financing which refinanced certain aircraft. The Company also arranged long-term financing for approximately $314 million in debt that
had been placed in interim financing facilities and refinanced $238 million in long-term debt through a sale-leaseback transaction.

In July 2000, the Company issued $921 million in enhanced equipment trust certificates ("EETCS") to refinance certain owned
aircraft and aircraft under operating leases. Net proceeds after refinancing the operating leases was $622 million. In December 2000, the
Company issued an additional $1.5 billion in EETCs to finance certain owned aircraft and in August 2001, the Company issued $1.5
billion in EETCsto finance certain owned aircraft. Also during 2001, the Company issued $1.0 billion in long-term debt to finance the
acquisition of aircraft.

In addition to scheduled principal payments, in 2000 the Company repaid $116 million in principal amount of debentures prior to
maturity. The debentures were scheduled to mature at various times through 2021. An extraordinary loss of $6 million, net of tax
benefits of $4 million was recorded, reflecting amounts paid in excess of the debt carrying value.

At December 31, 2002, United had recorded $493 million in special facilities revenue bonds to finance the acquisition and
construction of certain facilities at Los Angeles, San Francisco, Miami and Chicago. United guarantees the payment of these bonds
under various payment and loan agreements. The bond proceeds are restricted to expenditures on the facilities and unspent amounts are
classified as other assetsin the Statements of Consolidated Financial Position.

Various assets, principaly aircraft, having an aggregate book value of $11.0 billion at December 31, 2002, were pledged as security
under various loan agreements.

The carrying amount of the Company's borrowings under the DIP Facility approximates the fair value. The fair value of the
Company's debt included in liabilities subject to compromise cannot be reasonably estimated at December 31, 2002. The fair value of
debt at December 31, 2001 was $6.9 billion.

(13) L ease Obligations

The Company leases aircraft, airport passenger terminal space, aircraft hangars and related maintenance facilities, cargo terminals,
other airport facilities, real estate, office and computer equipment and vehicles. As allowed under Section 365 of the Bankruptcy Code,
the Company may assume, assume and assign, or reject certain executory contracts and unexpired leases, including leases of real
property, aircraft and aircraft engines, subject to the approval of the Bankruptcy Court and certain other conditions. Consequently, the

Company anticipates that its liabilities pertaining to leases, and the amounts related thereto as discussed below, will change significantly
in the future.

At December 31, 2002, scheduled future minimum lease payments under capital |eases (substantially all of which are for aircraft)
and operating leases having initial or remaining noncancel able |ease terms of more than one year were as follows:

(In millions) Operating Leases Capital
Aircraft Non-aircraft L eases
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Payable during -

2003 $985 $614 $318
2004 1,021 595 329
2005 1,034 582 298
2006 1,045 559 325
2007 1,025 620 451
After 2007 7,694 7,488 1,144
Tota minimum lease payments $12,804 $10458 2,865
Imputed interest (at rates of 5.3% to 12.2%) 805
Present value of minimum lease payments $ 2,060

As of December 31, 2002, United leased 300 aircraft, 59 of which were under capital |eases. These leases have terms of 5 to 26
years, and expiration dates ranging from 2003 through 2018. Under the terms of al leases, United has the right to purchase the aircraft at
the end of the lease term, in some cases at fair market value and in others at fair market value or a percentage of cost. The theoretical
present value of United's future minimum lease payments under operating |eases for aircraft and non-aircraft was $5.2 hillion and $3.5
billion, respectively, at December 31, 2002.

Certain of the Company's aircraft | ease transactions contain provisions such as put options giving the lessor the right to require the
Company to purchase the aircraft at lease termination for a certain amount resulting in residual value guarantees. L eases containing this
or similar provisions are recorded as capital leases on the statement of financial position and, accordingly, any and all residual value
guarantee amounts contained in an aircraft lease are fully reflected as capital |ease obligations on the Statements of Consolidated
Financia Position.

In connection with the financing of certain aircraft accounted for as capital leases, United had on deposit at December 31, 2002 an
aggregate 42 billion yen ($357 million), 387 million euro ($405 million) and $14 million in certain banks and had pledged an
irrevocable security interest in such deposits to certain of the aircraft lessors. These deposits will be used to pay off an equivalent
amount of recorded capital |ease obligations.

Amounts charged to rent expense, net of minor amounts of sublease rentals, were $1.5 billion in 2002, $1.4 billion in 2001 and $1.5
billion in 2000. Included in 2002 rental expense was $11 million in contingent rentals, resulting from changes in interest rates for
operating leases under which the rent payments are based on variable interest rates.

(14) Company-Obligated M andatorily Redeemable Preferred Securities of a Subsidiary Trust

In December 1996, UAL Corporation Capital Trust | (the "Trust") issued $75 million of its 13 1/4% Trust Originated Preferred
Securities (the "Preferred Securities") in exchange for 2,999,304 depositary shares, each representing 1/1000 of one share of SeriesB 12
1/4% preferred stock (see Note 15, "Serial Preferred Stock™). Concurrent with the issuance of the Preferred Securities and the related
purchase by UAL of the Trust's common securities, the Company issued to the Trust $77 million aggregate principal amount of its 13
1/4% Junior Subordinated Debentures (the "Debentures') due 2026. The Debentures are and will be the sole assets of the Trust. The
interest and other payment dates on the Debentures correspond to the distribution and other payment dates on the Preferred Securities.
Upon maturity or redemption of the Debentures, the Preferred Securities will be mandatorily redeemed. The Debentures are redeemable
at UAL'soption, in whole or in part, on or after July 12, 2004, at a redemption price equal to 100% of the principal amount to be
redeemed, plus accrued and unpaid interest to the redemption date. Upon the repayment of the Debentures, the proceeds thereof will be
applied to redeem the Preferred Securities.

Thereisafull and unconditional guarantee by UAL of the Trust's obligations under the securities issued by the Trust. However, the
Company's obligations are subordinate and junior in right of payment to certain other of its indebtedness. UAL hasthe right to defer
payments of interest on the Debentures by extending the interest payment period, at any time, for up to 20 consecutive quarters. If
interest payments on the Debentures are so deferred, distributions on the Preferred Securities will also be deferred. During any deferral,
distributions will continue to accrue with interest thereon. In addition, during any such deferral, UAL may not declare or pay any
dividend or other distribution on, or redeem or purchase, any of its capital stock.

Asaresult of the Chapter 11 filing, the Company isin default to the Trust and is no longer making interest payments on the
Debentures. As aresult, the Trust will no longer have the funds available to pay distributions on the Preferred Securities and stopped
accruing and paying such dividends in October 2002. The Trust isin default on the Preferred Securities. As the Company is a guarantor
on the outstanding Debentures, as aresult of the default, the Company has become a debtor to the holders of the Preferred Securities
directly. Thisliability is a pre-petition liability and has been classified as liabilities subject to compromise. Additionally, the Company is
no longer accruing for distributions on the Preferred Securities.

The fair value of the Preferred Securities at December 31, 2002 and 2001 was $3 million and $57 million, respectively.
(15) Serial Preferred Stock
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At December 31, 2002, UAL had outstanding 3,203,177 depositary shares, each representing 1/1000 of one share of SeriesB 12
1/4% preferred stock, with aliquidation preference of $25 per depositary share ($25,000 per Series B preferred share) and a stated
capital of $0.01 per Series B preferred share. Under itsterms, any portion of the Series B preferred stock or the depositary sharesis
redeemable for cash after July 11, 2004, at UAL's option, at the equivalent of $25 per depositary share, plus accrued dividends. The
Series B preferred stock is not convertible into any other securities, has no stated maturity and is not subject to mandatory redemption.

The Series B preferred stock ranks senior to al other preferred and common stock outstanding, except the Preferred Securities, as
to receipt of dividends and amounts distributed upon liquidation. The Series B preferred stock has voting rights only to the extent
required by law and with respect to charter amendments that adversely affect the preferred stock or the creation or issuance of any
security ranking senior to the preferred stock. Additionally, if dividends are not paid for six cumulative quarters, the Series B preferred
stockholders are entitled to elect two additional membersto the UAL Board of Directors until all dividends are paid in full. Pursuant to
UAL 'srestated certificate of incorporation, UAL is authorized to issue atotal of 50,000 shares of Series B preferred stock.

On September 30, 2002, UAL announced that it was suspending the payment of dividends on the Series B preferred stock. Asa
result of the Chapter 11 filing, the Company is no longer accruing for dividends on the Series B preferred stock.

UAL isauthorized to issue up to 15,986,584 additional shares of serial preferred stock.
(16) ESOP Preferred Stock

The following activity relatesto UAL's outstanding ESOP preferred stocks (see Note 19, "Employee Stock Ownership Plans' for a
description of the ESOPs):

Class 1 ESOP Class 2 ESOP ESOP Voting
Balance December 31, 1999 12,100,463 948,036 12,625,323
Shares issued 539,177 855,998 3,073,968
Converted to common (420,958) (283,428) (710,056)
Balance December 31, 2000 12,218,682 1,520,606 14,989,235
Shares issued - 692,811 857,496
Converted to common (359,780) (239,705) (603,107)
Balance December 31, 2001 11,858,902 1,973,712 15,243,624
Shares issued - 980,724 -
Converted to common 5,346,850 (1,362,881) (6,790,616)
Balance December 31, 2002 6,512,052 1,591,555 8,453,008

An aggregate of 17,675,345 shares of Class 1 and Class 2 ESOP Preferred Stock were issued to employees under the ESOPs. Each
share of ESOP Preferred Stock is convertible into four shares of UAL common stock. Shares typically are converted to common as
employees retire or otherwise leave the Company. The stock has a par value of $0.01 per share and is nonvoting. The Class 1 and Class
2 ESOP Preferred Stocks have a liquidation value of $126.96 per share. The Class 1 ESOP Preferred Stock provided a fixed annual
dividend of $8.8872 per share, which ceased on March 31, 2000; the Class 2 does not pay a fixed dividend.

Class P, M and S Voting Preferred Stocks were established to provide the voting power to the employee groups participating in the
ESOPs. Additional Voting Preferred Stock were issued as shares of the Class 1 and Class 2 ESOP Preferred Stock were allocated to
employees. In the aggregate, 17,675,345 shares of Voting Preferred Stock were issued through the year 2000. The Voting Preferred
Stock outstanding at any time commands voting power for approximately 55% of the vote of all classes of capital stock in al matters
requiring a stockholder vote, other than for the election of members of the Board of Directors. The Voting Preferred Stock has a par
value and liquidation preference of $0.01 per share. The stock is not entitled to receive any dividends and is convertible into .0004
shares of UAL common stock.

Class Pilot MEC, IAM, SAM and | junior preferred stock (collectively "Director Preferred Stocks') were established to effectuate
the election of one or more membersto UAL's Board of Directors. One share each of Class Pilot MEC and Class IAM junior preferred
stock is authorized and issued. The Company is authorized to issue ten shares each of Class SAM and Class | junior preferred stock.
There were three shares of Class SAM and four shares of Class | issued at December 31, 2002. Each of the Director Preferred Stocks has
apar value and liquidation preference of $0.01 per share. The stock is not entitled to receive any dividends and Class | was redeemed
automatically upon "Sunset," which occurred March 7, 2003, as discussed below.

In September 2002, State Street Bank and Trust (" State Street") was appointed as an independent fiduciary for the ESOP. On
September 27, 2002, State Street filed a Form 144 "Notice of Proposed Sale of Securities* ("Form 144") with the SEC to indicate it may
sell up to 10,964,700 shares of UAL common stock over the next three months. On October 25, 2002, November 22, 2002 and
December 9, 2002, State Street amended its Form 144 to sell an additional 4,040,758, 10,283,398 and 28,291,896, respectively. The
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shares of common stock are issuable upon the conversion of shares of Class 1 and Class 2 ESOP Preferred Stock held by the plan and
are issued on a private placement basis to State Street. As of December 31, 2002, State Street had converted 6.0 million shares of ESOP
Preferred Stock to an equivalent 24.0 million common shares and sold them on the open market, pursuant to the Form 144 as amended.

On December 9, 2002, the Company filed a motion with the Bankruptcy Court to prevent the sale of UAL common stock by
substantial holders of equity or claimsin order to protect its NOLs. (See Note 7, "Income Taxes.") The Bankruptcy Court issued a
temporary injunction but permitted the Company to allow State Street to sell a certain number of shares. In January 2003, State Street
was allowed to convert an additional 3.2 million shares of ESOP Preferred Stock to an equivalent 12.8 million common shares and sell
them on the open market. On March 4, 2003, the Company announced it had received a private letter ruling from the IRS which would
alow the Company to permit State Street to sell an additional 3.9 million shares of UAL common stock without jeopardizing its NOLs.

State Street then converted 0.9 million shares of ESOP Preferred Stock to an equivalent 3.9 million common shares and sold them on the
open market.

Also in September 2002, the United Air Lines, Inc. Pension and Welfare Plans Administrative Committee appointed AON
Fiduciary Counselors, Inc. ("AON") as an independent fiduciary for the UAL Stock Funds offered in the Company's 401(k) plans. On
September 27, 2002, AON filed a Form 144 with the SEC to indicate it may sell up to 10,577,325 shares of UAL common stock in the
401(k) plans. Simultaneous with the filing of the Form 144, AON directed Fidelity Investments ("Fidelity") and Frank Russell Trust
Company ("Frank Russell") to cease the purchase of UAL common stock and to raise the amount of cash held in the UAL Stock Fund to
20% by selling UAL common stock. As of December 31, 2002, Fidelity and Frank Russell had sold al of the UAL common stock
previously held by the plans.

Employee voting under the ESOP is determined by Voting Preferred Stock and not by Class 1 and Class 2 ESOP Preferred Stock.
The Voting Preferred Stock will generally continue to represent approximately 55% of the aggregate voting power until "Sunset,” even
though the common stock issuable upon conversion of the ESOP stock may represent more or |ess than 55% of the fully diluted
common stock of UAL. Sunset will occur when the common shares issuable upon conversion of Class 1 and Class 2 ESOP Preferred
Stock, plus any common shares held by any other Company sponsored employee benefit plan, plus any available unissued ESOP shares
held in the ESOPs, equal, in the aggregate, less than 20% of the common equity (generally common stock issued or issuable at the time
of the recapitalization), and available unissued ESOP shares of UAL. For purposes of measuring the Sunset, employee ownership was
approximately 33% at December 31, 2002. As aresult of the additional sales of UAL common stock discussed above, employee
ownership was reduced to less than 20% on March 7, 2003, thus triggering the Sunset.

(17) Common Stockholders Equity

Changes in the number of shares of UAL common stock outstanding during the years ended December 31 were as follows:

2002 2001 2000

Shares outstanding at beginning of year 54,984,178 52,538,692 50,776,583
Stock options exercised - 34,000 187,400
Shares issued from treasury under

compensation arrangements 181,401 53,242 32,458
Shares acquired for treasury (1,398) (40,097) (1,326,877)
Forfeiture of restricted stock - - (5,800)
Conversion of ESOP preferred stock 27,197,566 2,398,184 2,817,829
Other 6,216 157 57,099
Shares outstanding at end of year 82,367,963 54,984,178 52,538,692

During 2000, the Company repurchased 1,258,263 shares of common stock on the open market at atotal purchase price of $81
million.

(18) Stock Optionsand Awards

The Company has granted options to purchase common stock to various officers and employees. The option price for all stock
optionsis at least 100% of the fair market value of UAL common stock at the date of grant. Options generally vest and become
exercisablein four equal, annual installments beginning one year after the date of grant, and generally expire in ten years.

The Company has also awarded shares of restricted stock to officers and key employees. These shares generally vest over a
five-year period and are subject to certain transfer restrictions and forfeiture under certain circumstances prior to vesting. Unearned
compensation, representing the fair market value of the stock at the measurement date for the award, is amortized to salaries and related
costs over the vesting period. During 2002 and 2000, respectively, 175,000 and 23,000 shares of restricted stock were issued from
treasury. No shares were issued in 2001. The amortization of restricted stock resulted in $1 million in compensation expense being
recorded in 2002 and $2 million in each of the years 2001 and 2000. As of December 31, 2002, 263,800 shares were restricted and
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unvested.

SFAS No. 123 establishes afair value based method of accounting for stock options. As discussed in Note 2(m), "Summary of
Significant Accounting Policies - Stock Option Accounting," the Company has elected to continue using the intrinsic value method of
accounting prescribed in Accounting Principles Board Opinion No. 25, "Accounting for Stock Issued to Employees,”" as permitted by
SFAS No. 123, asamended by SFAS No. 148, "Accounting for Stock-Based Compensation-Transition and Disclosure.”

The weighted-average grant date fair value of restricted shares issued was $3.03 for sharesissued in 2002 and $51.83 for shares
issued in 2000. The fair value of each option grant was estimated on the date of grant using the Black-Scholes option-pricing model with
the following assumptions:

2002 2001 2000
Risk-free interest rate 4.8% 6.4% 6.4%
Dividend yield 0.0% 2.4% 2.4%
Volatility 46.0% 36.0% 35.0%
Expected life (years) 4.0 4.0 4.0

The Black-Scholes option valuation model was developed for use in estimating the fair value of traded options which have no
vesting restrictions and are fully transferable. In addition, option valuation models require the input of highly subjective assumptions
including expected stock price volatility. Because the Company's stock options have characteristics significantly different from those of
traded options and because changes in the subjective input assumptions can materially affect the fair value estimate, in management's
opinion, the existing models do not necessarily provide areliable single measure of the fair value of its stock options.

Stock option activity for the past three years was as follows:

2002 2001 2000
Wtd Avg Witd. Avg. Witd. Avg.

Shares Exer Price Shares Exer. Price Shares Exer. Price
Outstanding at beginning of year 10,744,224 $47.44 7,660,472 $52.78 6,666,409 $52.42
Granted 5,785,975 $10.22 3,178,500 $34.50 1,447,600 $53.24
Exercised - - (34,000) $20.72 (187,400) $23.96
Terminated (2,078 049) $39.42 (60 748) $54.05 (266 137) $67.50
Outstanding at end of year 14,452,150 $33.69 10,744,224 $47.44 7,660,472 $52.78
Options exercisable at year-end 6,567,992 $47.89 5,507,581 $48.72 4,200,748 $44.54
Reserved for future grants at year-end 14,051,244 5,166,804 8,284,556
Witd avg fair value of options
granted during the year $4.15 $11.90 $17.80

The following information relates to stock options outstanding as of December 31, 2002:

Options Outstanding Options Exercisable
Weighted-Average
Range of Outstanding at Remaining Weighted-Average Exercisable at Weighted-Average
Exercise Prices December 31, 2002 Contractual Life Exercise Price December 31, 2002 Exercise Price
$2t013 5,185,660 9.3 years $9.90 - -
$14t029 2,127,290 2.9 years $21.18 2,127,290 $21.18
$30to45 2,370,750 8.0 years $37.47 651,200 $37.77
$46t0 59 2,045,100 5.5 years $53.34 1,475,752 $53.34
$60to 69 1,545,450 6.2 years $62.76 1,185,100 $62.78
$70t0 92 1,177,900 5.3 years $81.18 1,128,650 $81.30
14,452,150 6,567,992

(19) Employee Stock Owner ship Plans

On July 12, 1994, the stockholders of UAL approved a plan of recapitalization to provide an approximately 55% equity interest in
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UAL to certain employees of United in exchange for wage concessions and work-rule changes. The employees equity interest was
allocated to individual employees through the year 2000 under ESOPs which were created as a part of the recapitalization.

The ESOPs cover employees represented by ALPA, the IAM and U.S. management and salaried employees and include a
"Leveraged ESOP," a"Non-Leveraged ESOP" and a" Supplemental ESOP." Both the Leveraged ESOP and the Non-Leveraged ESOP
are tax-qualified plans while the Supplemental ESOP is not atax-qualified plan.

The equity interests were delivered to employees through two classes of preferred stock (Class 1 and Class 2 ESOP Preferred
Stock, collectively "ESOP Preferred Stock"), and the voting interests were delivered through three separate classes of preferred stocks
(Class P, M and S Voting Preferred Stock, collectively, "Voting Preferred Stock™). The Class 1 ESOP Preferred Stock was delivered to
an ESOP trust in seven separate sales under the Leveraged ESOP, the last of which occurred on January 5, 2000. Based on Internal
Revenue Code Limitations, shares of the Class 2 ESOP Preferred Stock were either contributed to the Non-Leveraged ESOP or allocated
as "book entry" shares to the Supplemental ESOP annually through the year 2000. The classes of preferred stock are described more
fully in Note 16, "ESOP Preferred Stock."

Shares of ESOP Preferred Stock were legally released or allocated to employee accounts as of year-end. The final allocation of
shares occurred in March 2001 effective December 31, 2000. During 2002, 88,981 shares of Class 2 ESOP Preferred Stock previously
allocated in book entry form were issued and either contributed to the qualified plan or converted and sold on behalf of terminating
employees. In addition, during 2002, State Street began converting shares as discussed in Note 16, "ESOP Preferred Stock."

For the Class 2 ESOP Preferred Stock committed to be contributed to employees under the Supplemental ESOP, employees can
elect to receive their "book entry" sharesin cash upon termination of employment. At December 31, 2002, there were 360,831 book
entry shares outstanding under the Supplemental ESOP. The estimated fair value of such shares at December 31, 2002 and 2001 is
reflected in the Statements of Consolidated Financial Position.

(20) Retirement and Postr etirement Plans

The Company has various retirement plans, both defined benefit and defined contribution, which cover substantially all employees.
The Company also provides certain health care benefits, primarily in the U.S,, to retirees and eligible dependents, as well as certain life
insurance benefitsto retirees. The Company has reserved the right, subject to collective bargaining agreements, to modify or terminate
the health care and life insurance benefits for both current and future retirees. The amounts disclosed below do not reflect the impact of
any changes to the benefit plans that might be contemplated as aresult of the bankruptcy filing or negotiations with unions under the
collective bargaining agreements.

The following table sets forth the reconciliation of the beginning and ending balances of the benefit obligation and plan assets, the
funded status and the amounts recognized in the Statements of Consolidated Financial Position for the defined benefit and other
postretirement plans as of December 31:

(In millions)
Change in Benefit Obligation Pension Benefits Other Benefits

2002 2001 2002 2001
Benefit obligation at beginning of year $10,095 $9,252 $2,359 $1,706
Service cost 399 352 100 68
Interest cost 809 722 211 149
Plan participants' contributions 2 1 11 11
Amendments 544 4 217 -
Actuaria (gain) loss 1,442 284 1,218 473
Curtailments - 13 - 69
Foreign currency exchange rate changes 17 (15) - -
Benefits paid 635 518 151 117
Benefit obligation at end of year $12,673 $10,095 $_3,965 $2,359

Changein Plan Assets
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Fair value of plan assets at beginning of year
Actual return on plan assets

Employer contributions

Plan participants' contributions

Foreign currency exchange rate changes
Benefits paid

Fair value of plan assets at end of year

Funded status

Unrecognized actuarial (gains) losses
Unrecognized prior service costs
Unrecognized net transition obligation
Net amount recognized

Amounts recognized in the statement of
financial position consist of:

Prepaid (accrued) benefit cost

Accrued benefit liability

Intangible asset

Accumulated other comprehensive income
Net amount recognized

Weighted-average assumptions

Discount rate
Expected return on plan assets
Rate of compensation increase

2002

$ 7575
(704)
53

2

7

635
$6,298

$(6,377)
4,456
1,150
13

$(758)

2002

$ (758)
(3,956)
1,162
2,794
$(758)

2002

6.75%
9.00%
4.30%

2001

$8,511
(457)
43

1
®

518
$7.575

$(2,520)
1,508
692

15

$(305)

2001

$(305)
(991)
562
429

$.(305)

2001

7.50%
9.75%
4.20%

2002 2001
$118 $116
6 7
135 101
11 11
151 117
$119 $118
$(3,846) $(2,241)
1,677 484
209 2
$(1,960) $(1,755)
2002 2001
$(1,960) $(1,755)
$(1,960) $(1,755)
2002 2001
6.75% 7.50%
8.00% 8.00%

The assumed health care cost trend rate for gross claims paid was 10.0% for 2003 decreasing to an ultimate rate of 4.5% in 2009
and 8% for 2002 decreasing to an ultimate rate of 4.5% in 2006.

The net periodic benefit cost included the following components:

2002

(In millions)

Service cost

Interest cost

Expected return on plan assets
Amortization of prior service cost
including transition obligation/(asset)
Curtailment charge

Recognized actuaria (gain)/loss

Net periodic benefit costs

Pension Benefits
2001

$ 399 $352
809 722
(822) (805)
89 73
74
26 16
$501 $432

Other Benefits
2000 2002 2001 2000

$ 269 $100 $68 $47
629 211 149 120
(740) 9) 9) 9)

58 10 - -

- - 4 -

@ 21 2 ©
$209 $339 $214 $149

Total pension expense for al retirement plans (including defined contribution plans) was $683 million in 2002, $629 millionin

2001 and $302 million in 2000.

The projected benefit obligation, accumulated benefit obligation, and fair value of plan assets for the plans with accumulated
benefit obligationsin excess of plan assets were $12.7 billion, $11.0 billion and $6.3 billion, respectively, as of December 31, 2002 and
$10.1 billion, $8.9 billion and $7.6 hillion, respectively, as of December 31, 2001.

Assumed health care cost trend rates have a significant effect on the amounts reported for the health care plan. A
one-percentage-point change in assumed health care trend rate would have the following effects:
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(In millions) 1% Increase 1% Decrease
Effect on total service and interest cost $50 $ (40)
Effect on postretirement benefit obligation $672 $(539)

Changesin interest rates or rates of inflation may impact the assumptions used in the valuation of pension obligations and
postretirement obligations including discount rates, rates of return on plan assets and rates of increase in compensation, resulting in
increases or decreases in United's pension and postretirement liabilities and pension and postretirement costs.

The pension obligation and future pension expense both increase as the discount rate is reduced. Lowering the discount rate by
0.5% (from 6.75% to 6.25%) would increase the Company's pension obligation at December 31, 2002 by approximately $820 million
and increase the estimated 2003 pension expense by approximately $85 million.

Pension expense increases as the expected rate of return on plan assets decreases. Lowering the expected long-term rate of return
on plan assets by 0.5% (from 9.0% to 8.5%) would increase the estimated 2003 pension expense by approximately $40 million.

(21) Commitments, Contingent Liabilities and Uncertainties

General Guarantees and I ndemnifications. In the normal course of business, the Company enters into numerous real estate leasing
and aircraft financing arrangements that have various guarantees included in the contracts. These guarantees are primarily in the form of
indemnities. In both leasing and financing transactions, the Company typically indemnifies the lessors, and any tax/financing parties
against tort liabilities that arise out of the use, occupancy, operation or maintenance of the leased premises or financed aircraft. The
Company currently believes that any future payments required under these guarantees or indemnities would be immaterial, as most tort
liabilities and related indemnities are covered by insurance (subject to deductibles). Additionally, certain leased premises such as fueling
stations or storage facilities include indemnities of such parties for any environmental liability that may arise out of or relate to the use of
the leased premise.

Financings and Guarantees. In addition to common commercial lease transactions, United also enters into numerous long-term
agreements to lease certain airport and maintenance facilities which are financed through tax-exempt special facilities revenue bonds and
issued by various local municipalities to build or improve airport and maintenance facilities. Under these lease agreements, United is
required to make rental payments in amounts sufficient to pay the maturing principal and interest payments on the bonds. At December
31, 2002, $1.2 hillion principal amount of such bonds was outstanding. As of December 31, 2002, UAL and United had jointly
guaranteed $35 million of such bonds and United had guaranteed $1.2 billion of such bonds, including accrued interest. The payments
required to satisfy these obligations are included in the future minimum lease payments disclosed in Note 13, "L ease Obligations."

Third Party Guarantees. In conjunction with efforts to enhance the Star Alliance, in 1999 United agreed to guarantee a portion of
third-party debt. The guarantee is set to expire in 2009 when the loan is due in full. United's maximum exposure to the guaranteed loan
is approximately $106 million and will only trigger if the loan isin default. No liability was recorded by United at the time of the
guarantee. United earns commitment fees on the maximum guaranteed amount of the loan. In addition, United may also earn drawdown
fees on the outstanding |oan balance based on a calculated formula, requiring the borrower to pay the incremental difference between
United's credit rating and the borrower's. Upon drawdown on the guaranteed loan, United can seek reimbursement of the paid amount
from the borrower plusinterest at the Federal funds rate plus 2%. United has subordinate security interests on the aircraft purchased with
the loan proceeds.

Fuel Consortiums. United aso participates in numerous fuel consortiums with other carriers at major airports to reduce the costs
of fuel distribution and storage. Interline agreements govern the rights and responsibilities of the consortium members and provide for
the allocation of the overall costs to operate the consortium based on usage. The consortiums (and in limited cases, the participating
carriers) have entered into long-term agreements to lease certain airport fuel storage and distribution facilities that are typically financed
through tax-exempt bonds (either specia facilities |ease revenue bonds or general airport revenue bonds), issued by various local
municipalities. In general, the consortium lease agreement requires the consortium to make lease payments in amounts sufficient to pay
the maturing principal and interest payments on the bonds. As of December 31, 2002, approximately $450 million principal amount of
such bonds are direct indebtedness of fuel consortiums at major hubs in which United participates. United's maximum exposure is
approximately $210 million principal amount of such bonds based on United's past consortium participation and will only trigger if the
other participating carriers or consortiums members default on their lease payments. The guarantees are set to expire when the
tax-exempt bonds are paid in full, which ranges from 2010 to 2028. No liability was recorded by United at the time the indirect
guarantees were made.

In January 2003, the FASB issued Interpretation No. 46, "Consolidation of Variable Interest Entities' ("FIN 46") which requires
the consolidation of variable interest entities ("VIES"), as defined. The Company is till evaluating whether special facilities revenue
bonds and fuel consortiums should be considered VIEs under FIN 46.

EETC Debt. In 1997 and 2000, United issued EETCs to refinance certain owned aircraft and aircraft under operating leases. A
portion of these proceeds are direct obligations of United and were recognized in the Statements of Consolidated Financial Position
while certain proceeds were place in trusts not owned or affiliated with United. The proceeds placed in off-balance sheet trusts were
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used to refinance the remaining bank debt of the lessorsin existing leveraged leases with United. As of December 31, 2002,
approximately $300 million of these proceeds were placed in off-balance sheet trusts. For one of the trusts, United is the swap provider
and pays fixed interest and receives variable interest which converts the trust's variabl e rate assets to fixed rate assets and converts
United's variable rate lease payments to fixed rate | ease payments.

The Company is still evaluating whether or not the EETC trusts are considered VIEs under FIN 46.

Legal and Environmental Contingencies. The Company has certain contingencies resulting from litigation and claims (including
environmental issues) incident to the ordinary course of business. Management believes, after considering a number of factors, including
(but not limited to) the views of legal counsel, the nature of contingencies to which the Company is subject and its prior experience, that
the ultimate disposition of these contingenciesis not expected to materially affect UAL's consolidated financial position or results of
operations.

UAL records liabilities for legal and environmental claims against it in accordance with generally accepted accounting principles.
These amounts are recorded based on the Company's assessments of the likelihood of their eventual settlements. The amounts of these
liabilities could increase or decrease in the near term, based on revisions to estimates relating to the various claims. In addition, asa
result of the bankruptcy filing, as of the Petition Date, virtually all pending litigation is stayed, and absent further order of the
Bankruptcy Court, no party, subject to certain exceptions, may take any action, again subject to certain exceptions, to recover on
pre-petition claims against the Debtors. Accordingly, the Company has classified certain of these liabilities as liabilities subject to
compromise.

Commitments. At December 31, 2002, commitments for the purchase of property and equipment, principally aircraft,
approximated $1.6 billion, after deducting advance payments. An estimated $0.1 billion will be spent in 2003, $0.3 billion in 2004, $0.4
billion in 2005, $0.4 billion in 2006 and $0.4 billion in 2007 and thereafter. The major commitments are for the purchase of A319, A320
and B777 aircraft, which are currently scheduled to be delivered through 2007.

In connection with the construction of the Indianapolis Maintenance Center, United agreed to spend an aggregate $800 million on
capital investments by the year 2001 and employ at least 7,500 individuals by the year 2004. In the event such targets are not reached,
United may be required to make certain payments to the city of Indianapolis and state of Indiana. Asaresult of the events of September
11 and the subsequent reduction in the Company's operations, headcount and capital spending, United repaid $34 million to the state and
local governmentsin June of 2002 and has accrued for the additional estimated liability for 2004.

Approximately 80% of United's employees are represented by various labor organizations. The contracts with ALPA and the IAM
become amendable in 2004 and with the AFA in 2006. The Company isin the process of negotiating with its labor unions to amend the
existing contracts in light of the bankruptcy filing and United's need to cut costs. As described in Note 1, "Proceedings Under Chapter
11 of the Bankruptcy Code," Section 1113(c) of the Bankruptcy Code permits the Company to move to reject its labor contracts. On
March 17, 2003, United filed a motion with the Bankruptcy Court to reject its labor contracts pursuant to Section 1113(c) and the
Company expects to obtain aruling on the motion by early May.

(22) Financial Instruments and Risk M anagement

Derivative Financial | nstruments - Effective January 1, 2001, UAL adopted SFAS No. 133, "Accounting for Derivative
Instruments and Hedging Activities' ("SFAS No. 133"), as amended. The adoption of SFAS No. 133 resulted in a cumulative charge of
$8 million, net of tax, to 2001 earnings. This primarily related to the changesin fair values of certain equity warrants that were not
designated as qualifying hedging instruments.

Hedges of Future Cash Flows

Foreign Currency - United entersinto forwards and currency swaps to reduce exposure to currency fluctuations on Japanese yen-
and euro-denominated capital |ease obligations. The cash flows of the forwards and swaps mirror those of the capital leases. These
forwards and swaps have been designated as cash flow hedges of the foreign currency denominated lease payments. For these forwards
and swaps, United excludes changesin fair value resulting from changes in the forward pointsin its assessment of effectiveness. Any
gains or losses redlized upon early termination of these forwards and swaps are recorded (net of tax) as a component of other
comprehensive income and recognized in income as the hedged transaction impacts earnings. As aresult of the bankruptcy filing, all
swaps and forwards were terminated by the respective counterparties while out of the money. The outstanding liabilities for these swaps
and forwards are recorded as liahilities subject to compromise.

The Company hedges some of the risks of exchange rate volatility on its anticipated future Japanese yen, euro, Canadian dollar,
Australian dollar and British pound revenues by purchasing put options and on Hong Kong dollar revenues by entering into forward
contracts. These options and forwards have a duration of less than one year and the amounts are synchronized with the expected cash
receipts. Accordingly, the put options and forwards have been designated as cash flow hedges of the anticipated cash receipts. Changes
in the fair value of purchased put option contracts, to the extent they are effective, are recorded as a component of other comprehensive
income (net of tax) and then recognized as a component of passenger revenue when the underlying hedged revenue is recorded. United
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excludes, in its assessment of effectiveness, changesin the fair value of these instruments that are aresult of changesin their time value.
As of December 31, 2002, the Company has no outstanding currency hedges.

Aircraft Fuel - From timeto time, United uses crude oil and heating oil forwards and options to hedge a portion of its price risk
related to aircraft fuel purchases. These contracts have maturity dates of less than two years and have been designated as cash flow
hedges of anticipated jet fuel purchases. These contracts are recorded at fair value with the changesin fair value, to the extent they are
effective, recorded in other comprehensive income (net of tax), until the underlying hedged fuel is consumed. The Company determines
the ineffective portion of the fuel forwards and options as the change in the fair value of the hedge contracts compared to the change in
expected cash outflows for the hedged jet fuel. United excludes, in its assessment of effectiveness, changesin the fair value of these
instruments that are aresult of changesin their time value. As aresult of the bankruptcy filing, all fuel hedges were terminated by the
respective counterparties. The gain that resulted from the early termination of the hedgesis recorded as a component of other
comprehensive income and will be reclassified into earnings in the period of the original maturity of the hedges.

Interest Rate - United is a party to aseries of interest rate swaps that convert floating-rate operating leases to fixed-rate leases.
United has designated these swaps as cash flow hedges of the floating-rate |eases and has recorded these contracts at fair value with the
effective portion recorded as a component of other comprehensive income (net of tax). As of December 31, 2002, United had $130
million notional amount of interest rate swaps outstanding with afair value to United of $(27) million.

The ineffectiveness resulting from the changes in fair value of aircraft fuel and interest rate hedge positions was immaterial. There
was no ineffectiveness resulting from the changes in fair value of foreign currency hedge positions reported in earnings. Amounts
excluded from the assessment of effectiveness amounted to approximately $1 million before income taxes and were recorded in
"Miscellaneous, net."

The following is areconciliation of current period changes of the portion of stockholders equity relating to derivatives that qualify
as cash flow hedges:

(In millions) (decrease)/increase
Balance as of December 31, 2001 $ (46)
Current period increase in fair value 4
Reclassifications into earnings 12
Balance as of December 31, 2002 $.(30)

Of this amount, $5 million in losses is expected to be recorded into earnings within the next twelve months. At December 31, 2002,
the term of derivative instruments hedging variability in cash flows, except those related to payment of variable interest on existing
financial instruments, was sixteen years.

Other Derivative Instruments Not Designated as Hedges

Foreign Currency - From timeto time, United enters into Japanese yen forward exchange contracts to minimize gains and losses on
the revaluation of short-term yen-denominated liabilities. The yen forwards, typically having short-term maturities, are not designated
hedges under SFAS No. 133 and are marked to fair value through the income statement at the end of each accounting period. The
unrealized mark-to-market gains and losses generally offset the losses and gains recorded on the yen liabilities.

To reduce hedging costs, the Company sells a correlation option denominated in Japanese yen, euros, Canadian dollars, Australian
dollars and British pounds. These correlation options are not designated as a hedge and the changes in the fair market value of the
correlation options are included in "Miscellaneous, net."

(23) Segment I nformation

In thefirst quarter of 2002, the Company made changes to its corporate structure which resulted in substantially all of UAL's
customer loyalty and on-line travel marketing programs (which were previously the responsibility of United) becoming owned and
operated by ULS. UL S had been United's agent to market and sell Mileage Plus miles to non-airline business partners beginning in
October of 2000. In the first quarter of 2002, UL S assumed direct responsibility for these relationships rather than as an agent of United.
The above changes were designed to increase the overal value of UAL'sloyalty businesses by focusing management attention on these
activities and enhancing the range of products and services offered to Mileage Plus members and business partners. United remains
responsible for al Mileage Plus airline partnerships and the setting of airline mileage accruals and award levels and airline-related
loyalty recognition levels. As both United and ULS remain wholly owned subsidiaries of UAL, there is no impact to UAL's consolidated
results of operations or statements of financial position for these transactions.

Asaresult of the transactions described in the previous paragraph, the Company has adjusted its segment reporting structure. UAL
now has five reportable segments which reflect the current management of the business: North America, the Pacific, the Atlantic and
Latin Americawhich are part of United, and ULS. Prior year information has been restated to reflect the change to UAL's reportable
segments; however, the 2001 and 2000 information does not reflect the change in arrangements between United and ULS which
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occurred in the first quarter of 2002.

In accordance with DOT guidelines, the Company allocates passenger and cargo revenues for the North America segment based on
the actual flown revenue for flights with an origin and destination in the U.S. Passenger and cargo revenue for international segmentsis
based on the actual flown revenue for flights with an origin or destination in that segment. Other revenues that are not directly associated
with aflight (such as Red Carpet Club membership fees) are alocated based on available seat miles flown in that segment.

The accounting policies for each of these segments are the same as those described in Note 2, " Summary of Significant Accounting
Policies," except that segment financial information has been prepared using a management approach which is consistent with how the
Company's management internally disperses financial information for the purpose of making internal operating decisions. UAL
evaluates performance based on earnings before income taxes, special charges and gains on sales. A reconciliation of the total amounts
reported by reportable segments to the applicable amounts in the consolidated financial statements follows:

(In millions) Y ear Ended December 31, 2002
United Air Lines, Inc. Inter- UAL
North Latin segment Consolidated

America Pacific  Atlantic America ULS Other Elimination Total
Revenue $8,840 $2,415 $1,830 $477 $703 $ 21 - $ 14,286
Intersegment revenue 221 68 53 12 51 4 (409) -
Interest income 74 20 15 4 6 (59) - 60
Interest expense 338 126 106 31 60 (7)) - 590
Equity in earnings (losses)
of affiliates 1 - - - (8) - - )
Depreciation and amortization 599 175 138 36 12 - - 960

Earnings before income taxes,
special charges, gainson

sales and stabilization grant (2,298) (565) (369) (194) 226 (22 - (3,222
(In millions) Y ear Ended December 31, 2001
United Air Lines, Inc. Inter- UAL
North Latin segment Consolidated

America Pacific  Atlantic  America ULS Other Elimination Total
Revenue $10,664 $2,663 $2,081 $679 $27 $24 - $ 16,138
Intersegment revenue - - - - 175 30 (205) -
Interest income 63 16 12 4 9 1 - 105
Interest expense 329 81 101 29 - (15) - 525
Equity in earnings (losses)
of affiliates 4 1 1 - (29) - (23)
Depreciation and amortization 689 161 153 18 5 - - 1,026

Earnings before income taxes,
special charges, gains on

sales and stabilization grant 1,771) (580) (386) (141 96 (11 - (2,793)
(In millions) Y ear Ended December 31, 2000
United Air Lines, Inc. Inter- UAL
North Latin segment Consolidated

America Pacific  Atlantic  America ULS Other Elimination Tota
Revenue $13,094  $3,161 $2,260 $816 $- $21 - $ 19,352
Intersegment revenue - - - - 22 - (22) -
Interest income 55 23 16 5 1 1 - 101
Interest expense 234 95 66 21 - (19 - 402
Equity in earnings (losses)
of affiliates (5) 2 @ - 4 - (12)
Depreciation and amortization 628 176 141 43 - - - 988
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Earnings before income taxes,
special charges, gainson

sales and stabilization grant 285 73 108 12 5 39 - 522
(In millions) 2002 2001 2000
Total earnings for reportable segments $(3,200) $(2,782) $483
Special charges, including reorganization items (159) (1,477) (200)
Airline stabilization grant 130 652 -
Gainson sales 46 261 109
Other UAL subsidiary earnings (22) (11) 39
Total earnings (loss) before income taxes,
distributions on preferred securities,
extraordinary item and cumul ative effect $.(3,205) $(3,357) $ 431

UAL's operations involve an insignificant level of dedicated revenue producing assets by reportable segment. The overwhelming
majority of United's revenue producing assets can be deployed in any of the four reportable segments, as any given aircraft may be used
in multiple segments on any given day. Therefore, United allocates depreciation and amortization expense associated with those assets
on the basis of available seat miles flown in each segment. In addition, UAL has significant intangible assets related to the acquisition of
its Atlantic and Latin America route authorities. ULS has $379 million in total assets as of December 31, 2002.

(24) Statement of Consolidated Cash Flows - Supplemental Disclosures

Supplemental disclosures of cash flow information and non-cash investing and financing activities were as follows:

(In millions) 2002 2001 2000

Cash paid during the year for:

Interest (net of amounts capitalized) $ 493 $393 $298

Income taxes 58 42 23

Acquisition of MyPoints.com:

Fair value of:

Assets acquired - 151 -

Liabilities assumed - (33) -

Cash paid - 118 -

L ess cash acquired - (86) -

Net cash paid for acquisitions - 32 -

Non-cash transactions:

Capital lease obligations incurred - - 339

Long-term debt incurred in connection

with additions to equipment 730 669 32

Increase in pension intangible assets 600 307 107

Net unrealized gain (loss) on investments (29) a73) (196)

(25) Selected Quarterly Financial Data (Unaudited)
(In millions, except per share) 1st 2nd 3rd 4th
Quarter Quarter Quarter Quarter Year

2002:
Operating revenues $ 3,288 $3,793 $3,737 $ 3,468 $ 14,286
L oss from operations (711) (485) (646) (995) (2,837)
Net loss $(510) $(341) $(889) $(1,472) $(3,212)

Per shares amounts, basic and diluted:
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Net loss $(9.22) $(6.08) $(15.57) $(20.70) $ (53.55)
2001:

Operating revenues $4,424 $ 4,658 $4,107 $2,949 $16,138
L oss from operations (391) (469) (2,025) (886) (3,771)
Loss before cumul ative effect (305) (365) (1,159) (308) (2,137)
Cumulative effect of accounting change, net (8) - - - (8)
Net loss $ (313) $ (365) $(1,159) $ (308) $(2,145)

Per share amounts, basic and diluted:

Loss before cumulative effect $(5.82) $(6.87) $(21.43) $(5.68) $(39.90)
Cumulative effect of accounting change, net (0.15) - - - (0.14)
Net loss $(5.97) $(6.87) $(21.43) $(5.68) $ (40.04)

The sum of quarterly earnings (loss) per share amounts is not the same as annual earnings (10ss) per share amounts because of
changing numbers of shares outstanding.

During the first quarter of 2002, UAL recorded a specia charge of $82 million in connection with the closing of its wholly owned
subsidiary Avolar. Also during the first quarter of 2002, UAL sold its remaining investment in Cendant Corporation and recognized a
gain of $46 million in non-operating income.

During the second and third quarters of 2002, United recognized $80 million and $50 million, respectively, in compensation under
the Act as non-operating income.

In the third quarter of 2002, UAL recorded $418 million in non-cash tax expense to establish a valuation allowance against its
deferred tax asset. Additionally, in the fourth quarter of 2002, UAL recorded $326 million in additional non-cash tax expense to achieve
a 0% effective tax rate for the full year.

In the fourth quarter of 2002, UAL recorded a special charge of $67 million for severance related to furloughs announced for
various employee groups. In addition, UAL recorded $10 million in reorganization items related to its bankruptcy filing in non-operating
expense.

During the second quarter of 2001, UAL recorded a specia charge of $116 million for costs associated with a terminated merger
with US Airways Group, Inc.

During the third quarter of 2001, UAL recorded a special charge of $1.3 billion in operating expense and $49 million in
non-operating expense for amounts relating to the September 11 terrorist attacks. Additionally, in the third and fourth quarters of 2001,
UAL recognized $391 million and $261 million, respectively, in compensation under the Act as non-operating income.

During the fourth quarter of 2001, United recognized a gain of $261 million on the sale of itsinvestmentsin Galileo and Cendant.

Each of the above itemsis described more fully in Note 3, "Special Charges.”

ITEM 9. CHANGESIN AND DISAGREEMENTSWITH ACCOUNTANTSON ACCOUNTING AND FINANCIAL
DISCLOSURE.

For information regarding the Company's change in independent auditors from Arthur Andersen LLP to Deloitte and Touche LLP,
please refer to UAL's Form 8-K filed with the SEC on May 2, 2002.

PART 111
ITEM 10. DIRECTORSAND EXECUTIVE OFFICERSOF THE REGISTRANT.
Directors.

Glenn F. Tilton. Age 54. Director since September 2002. Mr. Tilton has been Chairman, President and Chief Executive Officer of
the Company and United since September 2002. From October 2001 until August 2002, he served as Vice Chairman of ChevronTexaco
Corporation (global energy). From February 2001 until October 2001 he served as Chairman and Chief Executive Officer of Texaco,
Inc. From January 1997 until February 2001 he served as President of Texaco's Global Business Unit. He serves as a Director of
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Lincoln National Corporation.

W. James Farrell. Age60. Director since 2001. Mr. Farrell has been Chairman and Chief Executive Officer of Illinois Tool
Works Inc. (manufacturing and marketing of engineered components) for the past five years. Mr. Farrell also currently servesasa
Director of Allstate Insurance Company, Illinois Tool Works Inc., Kraft Foods, Inc. and Sears, Roebuck and Company.

JamesJ. O'Connor. Age66. Director since 1984. Mr. O'Connor has been retired Chairman and Chief Executive Officer since
1998 and served as Chairman and Chief Executive Officer of Unicom Corporation (holding company) from 1994 to 1998 and its wholly
owned subsidiary, Commonweal th Edison Company (supplier of electricity) from 1980 to 1998. He serves as a Director of Corning
Incorporated, Smurfit-Stone Container Corporation and Tribune Company.

Paul E. Tierney, Jr. Age60. Director since 1990. Mr. Tierney has been a General Partner at Darwin Capital Partners (investment
management) since 1999 and as a Managing Member of Development Capital, LL C (investment management) since 1997. He serves as
aDirector of Liz Claiborne, Inc.

Richard D. McCormick. Age 62. Director since 1994. Mr. McCormick has been Chairman Emeritus since 1999 and served as
Chairman from 1992 to 1999 of US WEST, Inc. (telecommunications). From 1996 to 1998 he served as President and from 1991 to
1998 as Chief Executive Officer of USWEST. He serves as a Director of Wells Fargo & Company and United Technologies
Corporation. Mr. McCormick was nhominated by the Independent Director Nomination Committee and elected in 2002, pursuant to the
terms of a stockholders agreement, by the holders of UAL's Class | Stock (the Company, ALPA and IAM). At the time Sunset occurred
(March 7, 2003), the Class | Stock was automatically redeemed. In the future, Mr. McCormick and the other directors elected by the
holders of the Class | Stock or their replacements will be elected by the UAL common stockholders.

Hazel R. O'Leary. Age 65. Director since 1999. Ms. O'Leary has been President of O'Leary & Associates (energy services and
investment strategy) since 2002. From 2000 to 2002 she served as President and Chief Operating Officer of Blaylock & Partners
(investment banking). From 1997 to 2000 she served as President of O'Leary & Associates. From 1993 to 1997, she served as Secretary
at the U.S. Department of Energy (government). She serves as a Director of The AES Corporation and Scottish Annuity & Life
Holdings, Ltd. Ms. O'Leary was nominated by the Independent Director Nomination Committee and elected in 2002, pursuant to the
terms of a stockholders agreement, by the holders of UAL's Class | Stock (the Company, ALPA and the IAM).

John K. Van de Kamp. Age67. Director since 1994. Mr. Van de Kamp serves as President of the Thoroughbred Owners (trade
association) of Californiaand is Of Counsel for Dewey Ballantine (law firm), both since 1996. Mr. Van de Kamp was nominated by the
Independent Director Nomination Committee and elected in 2002, pursuant to the terms of a stockholders agreement, by the holders of
UAL'sClass| Stock (the Company, ALPA and the IAM).

John H. Walker. Age45. Director since 2002. Mr. Walker has been the Chief Executive Officer since 2001 and from 2001 to
2000 has been President and Chief Operating Officer of Weirton Steel Corporation (steel manufacturer). From 1997 to 2000 he was
President of Flat Rolled Products, adivision of Kaiser Aluminum Corporation, and from 1996 to 1997 he served as Vice President,
Operations of Kaiser Aluminum Corporation, a aluminum company that filed for protection under federal bankruptcy laws on February
12, 2002. He serves as a Director of Weirton Steel Corporation. Mr. Walker was nominated by the Independent Director Nomination
Committee and elected in 2002, pursuant to the terms of a stockholders agreement, by the holders of UAL's Class | Stock (the Company,
ALPA and IAM).

Paul R. Whiteford, Jr. Age52. Director since 2002. Captain Whiteford has served as Chairman since 2002 and was
Vice-Chairman from 2000 to 2001 of ALPA-MEC (labor union). He has been a United B767 Captain since 1990. Captain Whiteford
was nominated by the ALPA-MEC and elected in 2002 by the United Airlines Pilots Master Executive Council, ALPA, the holder of
UAL's Class Pilot MEC stock.

Stephen R. Canale. Age58. Director since 2002. Mr. Canale has served as President and Directing General Chairman since 1999
and was Assistant General Chairman in 1997 of the IAM District Lodge 141 (labor union). Mr. Canale was nominated by the IAM and
elected in 2002 by the International Association of Machinists and Aerospace Workers, the holder of UAL's Class |AM stock.

W. Douglas Ford. Age59. Director since 2002. Mr. Ford served as the Chief Executive of Refining & Marketing in 1999 and as
the Executive Director from 2000 to 2002 of BP p.l.c. (petroleum and petrochemical's holding company). From 1993 to 1999 he served
as Executive Vice President of Amoco Corporation (oil company). He serves as aDirector of USG Corporation. Mr. Ford was
nominated by the System Roundtable, a body of salaried and management employees of United, and elected in 2002 by the holders of
UAL's Class SAM stock, who are W. Douglas Ford, the Salaried/M anagement Employee Director and Sara A. Fields, United's Senior
Vice President-People.

Executive Officers of the Registrant

Information regarding the executive officers of the Company is as follows:

Frederic F. Brace. Age45. Mr. Brace has been Executive Vice President and Chief Financial Officer of the Company and United
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since August 2002. From September 2001 until August 2002, Mr. Brace served as the Company and United's Senior Vice President and
Chief Financial Officer. From July 1999 until September 2001, Mr. Brace had served as United's Senior Vice President - Finance and
Treasurer. From February 1998 through July 1999, he served as Vice President - Finance of United.

DouglasA. Hacker. Age47. Mr. Hacker has been Executive Vice President - Strategy of the Company and United since
December 2002. From September 2001 until December 2002, Mr. Hacker served as United's Executive Vice President and President of
UAL Loyalty Services, Inc. From July 1999 to September 2001, Mr. Hacker had served as the Company's Executive Vice President and
Chief Financia Officer and as United's Executive Vice President Finance & Planning and Chief Financial Officer. From February 1996
to September 2001, he served as Senior Vice President and Chief Financial Officer.

Francesca M. Maher. Age45. Ms. Maher has been Senior Vice President, General Counsel and Secretary of the Company and
United since October 1998. From June 1997 until October 1998, she served as Vice President, General Counsel and Secretary of the
Company and United. Previoudly, she served as Vice President - Law and Corporate Secretary of the Company and Vice President -
Law, Deputy General Counsel and Corporate Secretary of United.

Peter D. McDonald. Age51. Mr. McDonald has been Executive Vice President - Operations of the Company and United since
September 2002. From January 2002 until September 2002, Mr. McDonald served as United's Senior Vice President - Airport
Operations. From May 2001 until January 2002, he served as United's Senior Vice President - Airport Services. From July 1999 until
May 2001, he served as Vice President - Operational Services. From July 1995 until July 1999, he served as Managing Director - Los
Angeles Metro Area.

Glenn F. Tilton. Seeinformation regarding Mr. Tilton above under Directors.

There are no family relationships among the executive officers or the directors of the Company. The executive officers of the
Company serve at the discretion of the Board of Directors.

ITEM 11. EXECUTIVE COMPENSATION.

Director Compensation

UAL does not pay its directors who are also employees of UAL additional compensation for their services as directors. 1n 2002,
compensation for non-employee directors included the following:

-- annual retainer of $18,000;
-- $900 for each board and board committee meeting attended;

-- annua retainer of $2,700 to committee chairmen (other than chair of Compensation Administration
Committee); the chairs of the CAP and Transaction Committees were only paid for the quarters in which the
Committees were active,

-- expenses of attending board and committee meetings;
-- 400 shares of common stock; and

-- 189 deferred stock units representing common stock.

Under the Company's stock ownership guidelines, it is recommended that UAL directors keep the 400 shares they receive each year
while they serve are on the Board. They may aso elect to receive some or all of their cash retainers and feesin UAL common stock, as
well asto defer their stock and cash compensation for tax purposes. The deferred stock units are unfunded and are settled in shares of
UAL common stock after the director leaves the Board.

UAL considersit important for its directors to understand UAL's business and have exposure to UAL's operations and employees.
For this reason, UAL provides free transportation and free cargo shipment on United to its directors and their spouses and eligible
dependent children. UAL reimbursesits directors for federal and state income taxes resulting from actual use of the travel and shipment
privileges. A director who retires from the Board with at least five years of UAL creditable service will receive free travel, subject to
certain exceptions.

The cost of this policy in 2002 for each director, including cash payments made in January and October 2002 for income tax
liability, was as follows:

Name [ Cost(3) Name Cost($) |
Stephen R. Canale ’ 1,009 (Hazel R. O'Leary 5,010‘
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John W. Creighton, Jr. (1) ’ 1,448 |John F. Peterpaul (1) 10,759

Rono J. Dutta (1) y 60,543 | Paul E. Tierney, Jr. 147,485

| W. James Farrell ] 73,018 |Glenn F. Tilton 2,638
W. Douglas Ford ] 8,447 [John K. Van de Kamp 54,758
Richard D. McCormick y 75,555 John H. Walker 20,635

James J. O'Connor ] 79,442 | Paul R. Whiteford, Jr. 24,286

(1) Messrs. Creighton, Dutta and Peterpaul each ceased to be adirector of UAL in 2002.

Compensation Committee I nterlocks and I nsider Participation

Mr. Tilton and Captain Whiteford serve on the Compensation Committee, but not the Compensation Administration Committee.
Mr. Tilton, Captain Whiteford and Mr. Canale are employees of United. Captain Whiteford is also the Chairman of the ALPA-MEC and
an officer of ALPA. ALPA and UAL are parties to a collective bargaining agreement for its pilots represented by ALPA. Mr. Canaleis
President and Directing General Chairman of the IAM District Lodge 141. UAL and the IAM are partiesto a collective bargaining
agreement for its ramp and stores, public contact employees, food service, security officers and Mileage Plus employees represented by
the IAM.

Executive Compensation

Summary Compensation Table

Annual Compensation Long Term Compensation
Awards Payouts
Name and Y ear Salary Bonus Other Restricted Securities LTIP All Other
Principal Position (©)] (©)] Annual Stock Underlying Payouts Compensation
Compensation Awards Options/SARs %) (3 %)
®O $( ®

Glenn F. Tilton 2002 312,314 3,000,000 88,683 287,000 1,150,000 0 4,500,000(4)
Chairman, President,
Chief Executive Officer
John W. Creighton 2002 0 250,000 1,398 0 0 0 0
Former Chairman and
Chief Executive Officer 2001 0 0 11,364 0 400,000 0 0
Rono J. Dutta 2002 448,000 0 59,537 0 220,000 0 1,787,996(5)
Former President

2001 600,000 0 17,633 0 145,700 0 47,741

2000 556,379 118,062 39,739 0 78,000 0 35,670
Douglas A. Hacker 2002 524,100 192,880 111,260 0 0 161,693 37,387(6)
Executive Vice President -
Strategy 2001 515,000 192,880 70,037 0 60,700 160,116 41,482

2000 464,583 109,316 9,001 0 65,000 0 25,622
Andrew P. Studdert 2002 389,000 0 24,565 0 220,000 0 1,577,267(7)
Former Executive Vice
President and Chief Operating 2001 515,000 0 6,562 0 121,400 0 21,271
Officer

2000 451,042 85,586 4,634 0 65,000 0 30,120
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Frederic F. Brace 2002 445,717 0 33,552 82,000 200,000 0 9,884(8)

Executive Vice President and

Chief Financial Officer 2001 350,953 0 38,193 0 52,300 0 12,166

Peter D. McDonald 2002 301,818 0 32,913 58,500 157,650 0 8,963(9)

Executive Vice President -

Operations

Francesca M. Maher Senior 2002 353,373 0 29,906 0 100,000 0 7,472(10)

Vice President, General

Counsel and Secretary 2001 347,500 0 38,507 2,419(2) 26,000 0 10,053
2000 296,745 60,477(2) 9,592 0 19,190

(1) The amounts represented under "Other Annual Compensation” include payments to the named executive officers to cover their tax
liabilities incurred in connection with the free transportation and cargo shipment on United that it provides to the officers. With respect to Mr.
Tilton, the other annual compensation amount for 2002 includes $43,643 for temporary living expenses and a payment to cover the tax liabilities
incurred in connection with the payment for the temporary living expenses. With respect to Mr. Creighton, the other annual compensation does
not include amounts related to temporary living expenses and temporary office space, which are described below under "Employment Contracts
and Arrangements--Mr. Creighton's Retirement Arrangements.”

(2) Thenumber and value of restricted stock holdings at December 31, 2002 for each of Messrs. Brace, Dutta, Hacker, McDonald and
Studdert is 25,000 shares and $35,750, respectively. These grants vest 100% five years from the date of grant. For Mr. Tilton the number and
value of restricted stock holdings at December 31, 2002 is 100,000 shares and $143,000. This grant vestsin four annual installments beginning
on September 2, 2003. With respect to Messrs. Dutta and Studdert, their restricted shares were forfeited in connection with their recent
termination as executive officers. Dividends are paid on these restricted shares/units to the extent paid on our common stock. Ms. Maher elected
to receive a portion of her 2000 incentive award in deferred stock units under our incentive program. As aresult of this election, she was
credited with arestricted stock unit award in 2001. These units are subject to forfeiture if withdrawn prior to January 1, 2006.

(3) Represents a payment under the UAL Loyalty Services ("ULS") long-term incentive plan equa to Mr. Hacker's vested interest in net value
created of ULS asset portfolio upon aliquidating event involving a sale of a portfolio asset as described in the Executive Compensation report.

(4) For Mr. Tilton, amount represents $4.5 million paid by the Company into three secular trusts on Mr. Tilton's behalf. The secular trusts are
described in more detail under "Employment Contracts and Arrangements - Mr. Tilton's Employment Agreement.”

(5) For Mr. Dutta, amount in 2002 includes $46,041 in split dollar life insurance premiums, $1.6 million as severance (based on two times his
annual salary less $2,000 a month for the term of his agreement) under his employment agreement $50,000, representing a payment of $2,000
per month from September 2002 through September 2004 in connection with his resignation from the Company (as described in more detail
under "Employment Contracts and Arrangements - Mr. Dutta's Agreement") and $91,955 in accrued but unused vacation.

(6) For Mr. Hacker, amount in 2002 includes $37,387 in split dollar life insurance premiums.

(7) For Mr. Studdert, amount in 2002 includes $20,574 in split dollar life insurance premiums, $1.452 million as severance (based on two
times his annual salary less $1,000 a month for the term of his agreement) under his employment agreement $25,000, representing a payment of
$1,000 per month from September 2002 through September 2004 in connection with his resignation from the Company (as described in more
detail under "Employment Contracts and Arrangements - Mr. Studdert's Agreement") and, $79,693 in accrued but unused vacation.

(8) For Mr. Brace, amount in 2002 includes $9,884 in split dollar life insurance premiums.
(9) For Mr. McDonald, amount in 2002 includes $8,963 in split dollar life insurance premiums.

(10) For Ms. Maher, amount in 2002 includes $7,472 in split dollar life insurance premiums.

Option Grantsin 2002

The table below provides information about stock options that UAL granted during 2002 to the officers named in the Summary
Compensation Table. The hypothetical present values of stock options granted in 2002 are cal culated under a modified Black-Scholes
model, a mathematical formula used to value options. The actual amount realized upon exercise of stock options will depend upon the
amount by which the market price of common stock on the date of exerciseis greater than the exercise price. The officerswill not be
able to realize a gain from the stock options granted unless, during the exercise period, the market price of common stock exceeds the
exercise price of the options.

Number of % of Total Exercise Expiration Hypothetical
Name Securities Options Or Base Date Present Value
Underlying Granted to Price at Date of Grant
Options Employeesin ($/sh) $(3)
Granted(#)(1) Fiscal Year(2)
y Glenn F. Tilton | 1,150,000 | 19.9 | 303 | 9/1/12 | 1,460,500
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| John W. Creighton, Jr. 0 | - - | - | -
| Rono J. Dutta 220,000 | 38 13.12 2 1,210,000
Frederic F. Brace 125,000 2.2 13.12 2/26/12 687,500
75,000 13 3.48 8/27/12 109,500
| Douglas A. Hacker 0 | - - - -
| Andrew P. Studdert 220,000 3.8 13.12 2 1,210,000
| Francesca M. Maher 100,000 17 13.12 2/26/12 550,000
Peter D. McDonald 82,650 14 12.61 2/26/12 436,392
75,000 13 243 10/23/12 76,500

(1) All options become exercisable in four equal annua installments commencing February 27, 2003, one year from the date of grant, except
Mr. Tilton's which becomes exercisable in four equal annual installments commencing on September 2, 2003, Mr. Brace's option for 75,000,
which becomes exercisable in four equal annual installments commencing on August 28, 2003, and Mr. McDonald's option for 75,000, which
becomes exercisable in four equal annual installments commencing on October 24, 2003. The options are transferable, at each officer's election,
to certain family members.

(2) Messrs. Dutta and Studdert's options were cancelled on September 13, 2002 in connection with their departure from UAL.

(3) Toredize hypothetical present values upon the exercise of the options, the market price would have to increase to $18.62 for the February
26, 2002 grant; $4.30 for the September 2, 2002 grant; $4.94 for the August 28, 2002 grant; and $3.45 for the October 24, 2002 grant. The
modified Black-Scholes model used to calculate the hypothetical values at date of grant considers a number of factors to estimate the option's
present value, including the stock's historic volatility cal culated using the monthly closing price of common stock over a 91 month period
ending February 2002, the estimated average holding period of the option, interest rates and the stock's expected dividend yield. The
assumptions used in the valuation of the options were: stock price volatility of .46, holding period of 4 years, interest rate of 4.8%, and dividend
yield of 0%.

There is no assurance that the hypothetical present values of stock options presented in the table above represent the actual values of the
options, and the hypothetical values shown should not be viewed as UAL's predictions of the future value of common stock.

Aggregated 2002 FY-End Option Values (1)

The table below provides information about stock options held at the end of 2002 by the officers named in the Summary
Compensation Table. The value of those options at year-end is based on the difference between the fair market value of the underlying
securities on that date and the option exercise price. No options were exercised by these officersin 2002.

Name Number of Securities Value of Unexercised
Underlying Unexer cised In-the-M oney Options
Optionsat FY-End (#) at FY-End ($)
Exer cisable/Unexer cisable (1) Exer cisable/Unexer cisable
Glenn F. Tilton 0/1,150,000 0/0
John W. Creighton 400,000/0 0/0
Rono Dutta 2 0/0
Frederic F. Brace 153,025/260,875 0/0
Douglas A. Hacker 299,850/94,350 0/0
Andrew P. Studdert 2 0/0
FrancescaM. Maher 127,025/159,975 0/0
Peter D. McDonad 31,525/182,375 0/0

(1) Optionsgranted prior to July 12, 1994 to Mr. Hacker are exercisable for two shares of common stock and $84.81.
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(2) All options cancelled on September 13, 2002.
Pension Plan Table

Y ears of Participation

Final Average
Pay 5 10 15 20 25 30 35
$200,000  $16,300 $32,600 $48,900 $65,200 $81,500 $97,800  $114,100
400,000 32,600 65,200 97,800 130,400 163,000 195,600 228,200
600,000 48,900 97,800 146,700 195,600 244,500 293,400 342,300
800,000 65,200 130,400 195,600 260,800 326,000 391,200 456,400
1,000,000 81,500 163,000 244,500 326,000 407,500 489,000 570,500

Thistable is based on retirement at age 65 and selection of a straight life annuity (other annuity options are available, which would
reduce the amounts shown). The amount of the normal retirement benefit under the plan is the product of 1.63% times years of credited
participation in the plan times final average pay (highest five of last ten years of covered compensation). The retirement benefit amount
is not offset by the participant's social security benefit. Compensation used in cal culating benefits under the plan includes base salary
and amounts shown as bonus in the Summary Compensation Table. Under the qualified plan, years of participation for persons named
in the compensation table are as follows: Mr. Studdert - 7 years; Ms. Maher - 9 years; Mr. Hacker - 9 years; Mr. Brace - 14 years; Mr.
Dutta- 17 years; Mr. McDonald - 31 years. Mr. Tilton, who joined UAL in September of 2002, is not eligible to participate in the
Company's qualified plan until October 1, 2003. The amounts shown do not reflect limitations imposed by the Internal Revenue Code
on retirement benefits that may be paid under plans qualified under the code. United has agreed to provide under non-qualified plans the
portion of the retirement benefits earned under the pension plan that would otherwise be subject to code limitations.

In light of the Company's recent Chapter 11 filing, UAL is currently considering the adoption of one pension plan for all of the
Company's officers and employees.

If Mr. Hacker is employed until age 50, he will be credited with additional years of participation so that his total years of
participation will equal 25.4 years. In addition, if he is employed during the period between the date he attains age 50 and the date he
attains age 55, he will be credited with an additional month of participation for each month of participation credited to him during that
period. If he remains employed past age 55, he will be credited an additional 1/2 month of participation for each month of participation
credited to him after age 55.

Mr. Duttaand Mr. Studdert continued to receive participation credit through February 15, 2003.

In connection with the hiring of Mr. Tilton, UAL agreed to provide a pension make-whole payment, which is described below.

Employment Contracts and Arrangements

Mr. Tilton's Employment Agreement

Mr. Tilton was elected Chairman, President and Chief Executive Officer of UAL effective September 2, 2002. The Company
entered into afive-year employment agreement with Mr. Tilton effective September 5, 2002, which agreement was amended on
December 8, 2002 and again on February 17, 2003 in connection with the Company's bankruptcy filing. The amended agreement
provides for an annual base salary of $845,500 (which reflects an 11% reduction from the original amount), and is subject to increases as
part of the normal salary program for the Company's senior executives. The agreement provides Mr. Tilton a $3 million signing bonus,
which Mr. Tilton will be required to repay if he voluntarily resigns other than for good reason or UAL terminates him for cause on or
before the earlier of June 1, 2004 or the date a plan of reorganization is approved by the Bankruptcy Court.

Under the terms of the agreement, Mr. Tilton also received options to purchase 1,150,000 shares of UAL common stock. The
exercise price for the options is $3.03, which was the average of the high and low sales price of the common stock on the New Y ork
Stock Exchange on August 30 and September 3, 2002. The options expire on September 1, 2012. The Company a so agreed to
reimburse Mr. Tilton for his and his family's rel ocation expenses, including a cash payment to cover hisincometax liability for the
relocation reimbursement. Under his employment agreement, Mr. Tilton is eligible to receive an annual incentive bonus with atarget
percentage equal to 100% of his base salary. Heis entitled to an additional 100% over this target bonus amount for superior
performance.

If Mr. Tilton's employment isterminated by UAL without "cause," or by him for "good reason," or if thereis a"change in control,"
UAL will pay him his base salary as reduced by the December 8th amendment, any annual bonus and any earned and vested benefits he
may be entitled to through the termination date. UAL will aso pay Mr. Tilton alump sum payment equal to his base salary reduced by
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the December 8th amendment and target bonus multiplied by the greater of (1) the remaining term of his agreement or (2) three years.
Mr. Tilton's other benefits will be continued for this period. All long-term incentive awards will immediately vest on the termination
date, including any unvested stock options or restricted stock awards. Under Mr. Tilton's agreement, a "change of control" is defined as:
(1) amerger, consolidation or sale of substantially all the Company's assets in which the voting securities of the Company immediately
before the merger, consolidation or sale represent |ess than 80% of the voting power after the merger, consolidation or sale; (2) the
acquisition by a person or group of 25% or more of the voting securities of the Company; (3) the UAL shareholders approve any plan or
proposal for the liquidation of the Company; (4) achangein the majority of the Board over a 24-month period (unless the new directors
were approved by atwo-thirds mgjority of prior directors); or (5) any other event or transaction that the Board of Directors determinesis
achange of control.

A "change of control" will generally not arise as aresult of events occurring prior to or on account of a plan of reorganization of the
Company under Chapter 11 of the Bankruptcy Code, unless (1) thereis a merger with another commercia airline and the holders of the
claims and/or interests in the Company before the merger have less than 80% of the combined voting power after the merger; or (2)
creditors of the Company with an intent to control the management and policies of the Company on an on-going basis acquire at least
25% of the voting securities of the Company; or (3) a sale of the assets of the Company to another commercia airline, unlessthe
creditors and/or interest holders in the Company receive, directly or indirectly, at least 80% of the combined voting power of the
acquirer.

In consideration of projected retirement benefits foregone by Mr. Tilton as aresult of hisresignation from his prior employer and
acceptance of UAL's employment offer, $4.5 million was paid into three secular trusts on Mr. Tilton's behalf subject to ratable vesting
over three years. The non-vested portion isto be forfeited and returned to UAL if Mr. Tilton voluntarily terminates employment for
other than good reason or is terminated for cause.

On February 21, 2003, the Bankruptcy Court approved UAL's motion to assume Mr. Tilton's amended employment agreement.

Mr. Creighton's Retirement Arrangements

In connection with Mr. Creighton's retirement in 2002, UAL agreed that he would remain as an on-call employee of United through
year-end 2002. Although Mr. Creighton did not receive a salary and bonus, he received benefits, including medical, dental and life
insurance, through December 31, 2002. He aso received a one-time cash payment of $250,000 as consideration for his services.

In addition, Mr. Creighton's temporary living expenses while working at UAL's headquarters in Chicago, including the cost of a
temporary residence (which could not exceed $3,000 per month) and a per diem allowance, continued to be paid by UAL through
November 2002. Through October 2002, UAL also provided Mr. Creighton with office space located in the vicinity of his personal
residence in Seattle to be used primarily for UAL business while he was staying at his personal residence. The reimbursement for this
office space was limited to $3,000 per month.

Mr. Studdert's Agreement

UAL and Mr. Andrew Studdert recently entered into an agreement regarding Mr. Studdert's recent termination as an executive
officer of UAL. Under the terms of the agreement, Mr. Studdert will remain an on-call employee of UAL and will receive $1,000 per
month through September 2004 unless the agreement isterminated earlier. During the term of the agreement, Mr. Studdert will continue
to provide services for UAL if UAL reasonably requests such services. Mr. Studdert will continue to receive the transportation benefit
that UAL providesto its executive officers, aswell as other health and insurance benefits. Mr. Studdert has agreed to forfeit all vested
and unvested stock options granted under UAL's equity incentive plans as well as any unvested restricted stock. The agreement and Mr.
Studdert's employment will terminate prior to September 2004 if Mr. Studdert voluntarily terminates his employment or, without the
Company's consent, accepts a position with a competitor of United or he otherwise breaches the agreement.

Mr. Dutta's Agreement

UAL and Mr. Rono Dutta recently entered into an agreement regarding Mr. Dutta's recent termination as an executive officer of
UAL. Under the terms of the agreement, Mr. Duttawill remain an on-call employee of UAL and will receive $2,000 per month through
September 2004 unless the agreement is terminated earlier. During the term of the agreement, Mr. Dutta will continue to provide
servicesfor UAL if UAL reasonably requests such services. Mr. Duttawill continue to receive the transportation benefit that United
provides to its executive officers, as well as other health and insurance benefits. Mr. Dutta has agreed to forfeit al vested and unvested
stock options granted under UAL's equity incentive plans as well as any unvested restricted stock. The agreement and Mr. Dutta's
employment will terminate prior to September 2004 if Mr. Dutta voluntarily terminates his employment or, without the Company's
consent, accepts a position with a competitor of United or he otherwise breaches the agreement. UAL has consented to Mr. Dutta
serving on the board of directors of US Airways and to him serving as a consultant to an investment banking firm that may represent the
American Airlines creditors committee in the event that airline were to file for bankruptcy protection.

ITEM 12. SECURITY OWNERSHIP OF CERTAIN BENEFICIAL OWNERSAND MANAGEMENT.
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Equity Compensation Plan Information

The following table sets forth information as of December 31, 2002 regarding the number of shares of UAL common stock that
may be issued under UAL's equity compensation plans.

A B C
Number of securitiesto beissued Weighted-average exercise price Number of securities remaining
upon exercise of outstanding of outstanding options, warrants ~ available for future issuance
options, warrants and rights and rights under equity compensation plans
(excluding securities reflected in
Plan Category column A)
Equity Compensation Plans 12,877,750 $35.58 2,108,878
approved by the Company's
stockholders
Equity Compensation Plans not 1,586,168 $13.79(2) 11,983,738 (3)
approved by the Company's
stockholders (1)
Total 14,463,918 $33.69(4) 14,092,616 (3)

Q) Includes shares and other awards under the following plans that have not been approved by UAL's stockholders. 1995 Director's Plan;
United Employees Performance Incentive Plan; an option issued to aformer CEO and 2002 Share Incentive Plan. The material terms of each of
these plansis described following the table.

(2)  Theweighted-average exercise price was cal culated based on 800,000 options granted to Mr. Greenwald at an exercise price of $22.53
and 650,000 options granted to Mr. Tilton at an exercise price of $3.03. The remaining 136,168 shares do not have an exercise price.

3 Includes 11,942,366 shares available for future issuance under the 2002 I ncentive Share Plan and 41,372 shares available for issuance
under the 1995 Directors Plan. The number of shares available for future issuance does not include any shares issuable under outstanding
awards or the 2002 Share Incentive Plan that are subsequently forfeited, expired or canceled without the delivery of shares of common stock or
withheld by UAL to satisfy any applicable tax withholding obligations, which are available again for issuance under the 2002 Share Incentive
Plan.

(4)  Thetotal weighted-average exercise price does not include the 136,168 shares referred to in footnote 2, for which there is no exercise
price.

1995 Directors Plan

Under the 1995 Directors Plan, each outside director is granted 400 shares of common stock and 189 deferred stock units
(each unit representing the right to receive a share of common stock at a future date) during each year that he or sheis an outside
director of UAL. If any outside director is not adirector for the entire calendar year, such director's award of deferred stock units
will be prorated. Each outside director may elect to forego the receipt of al or any portion of cash fees payable to him or her for
service as adirector (i.e., meeting fees and committee fees) and instead receive shares of common stock equivalent in value to the
cash fees based on the fair market value of a share of common stock on the date the cash fee is payable to the director. The
outside directors may also elect to defer the receipt of cash fees payable to the director as well as the stock award and the deferred
stock unitsto be granted to the director in any year, which deferral may be paid after the director leaves the Board, either asa
lump sum or in ten or less annual payments. The 1995 Directors Plan authorizes the issuance of up to 400,000 shares of common
stock (either through use of treasury shares or open market purchases) and, as of December 31, 2002, 41,372 shares remained
available for future awards.

2002 Share I ncentive Plan

The 2002 Share Incentive Plan permits the award of nonqualified stock options and restricted shares to participants as well as
stock appreciation rights. The exercise price of a nonqualified stock option cannot be less than the fair market value of a share of
UAL common stock on the date of grant and the exercise period cannot exceed ten years. Restricted sharesissued under the 2002
Share Incentive Plan vest over atime period established by the applicable committee (not to exceed ten years) and are subject to
certain transfer restrictions and forfeiture under certain circumstances prior to vesting. In addition, the Compensation Committee
or the Compensation Administration Committee may grant to participants other awards, including dividends and dividend
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equivaents and other awards that are valued in whole or part by reference to, or are otherwise based on, the fair market value of
shares of UAL common stock. The 2002 Share Incentive Plan authorizes the issuance of 12,500,000 shares of common stock as
well as 267,366 shares that were available for issuance as awards under the 1998 Restricted Stock Plan as of July 31, 2002 and, as
of December 31, 2002, approximately 11,942,366 shares remained available for future awards under the 2002 Share Incentive
Plan. Only treasury shares may be issued under the 2002 Share Incentive Plan. The terms of the 2002 Share Incentive Plan also
provides that any shares awarded under the 1998 Restricted Stock Plan or the 2002 Share Incentive Plan that are subsequently
forfeited, expired or canceled without the delivery of shares of common stock or withheld by UAL to satisfy any applicable tax
withholding obligations will be available again for issuance under the plan.

Gerald Greenwald Option Shares

On July 12, 1994, UAL entered into an employment agreement with Gerald Greenwald, UAL's then Chairman and Chief
Executive Officer. Pursuant to the agreement, Mr. Greenwald received options to acquire 800,000 shares of UAL common stock
(post-stock split). The exercise price for the options is $22.53, which was the fair market value for the UAL common stock on
July 12, 1994. The options wereto vest over afive-year period, but vested earlier in connection with the termination of Mr.
Greenwald's employment with UAL. To date, al 800,000 of the options received by Mr. Greenwald are outstanding. The options
are due to expire on July 11, 2004.

United Employees Performance | ncentive Plan

Under the terms of the United Employees Performance Incentive Plan (referred to as PIP), participants may receive
additional cash compensation if the Company meets specified performance criteria and the employee'sindividual performance
warrants additional compensation. Prior to the beginning of each year, the Company's Compensation Committee establishes a
threshold level of pre-tax profit margin that the Company must obtain before any award may be made under the PIP for that year.
The Compensation Committee also determines the appropriate individual performance objectives for each year that are related to
specified areas, including financial performance, operational performance or customer satisfaction.

Under the PIP, an incentive award istypically paid in cash following the end of a calendar year; however, certain key
employees are allowed to elect to defer receipt of their incentive award and can elect to receive their deferred incentive award in
UAL common stock (treasury shares or shares purchased in the open market). The amount of the stock to be paid to each
employeeis equal to the amount of the incentive award divided by the fair market value of the stock (using afive-day average
share price) determined as of the date the incentive award would have been paid in cash but for the deferral election. Under the
PIP, any employee who defers his or her receipt of the incentive award for five or more years will also be credited with an
additional amount equal to the 20% of the incentive award. The Compensation Administration Committee administers the plan
with respect to any "officer" as defined in the Exchange Act rules and the Compensation Committee administers the plan with
respect to all other participants. Thereis no fixed number of shares available for issuance under this plan. 1n 2000, UAL's
sharehol ders approved the portion of the PIP relating to any "covered award" that could result in the application of Section 162(m)
of the Code.

BENEFICIAL OWNERSHIP OF SECURITIES

Certain Beneficial Owners

The following table shows the number of shares of UAL voting securities owned by any person or group known to UAL as of

March 17, 2003, to be the beneficial owner of more than 5% of any class of its voting securities.

Amount and Nature
of Beneficial
Owner ship(1)
Name and Address of Beneficial Title of Class Per cent of
Owner Class
State Street Bank and Trust Common Stock 17,583,559 (2) 14.45%
Company, Trustee Class P ESOP Voting
225 Franklin Street Junior Preferred Stock 1,862,255 (2) 100%
Boston, MA 02110 ClassM ESOP Voting
Junior Preferred Stock 1,637,880 (2) 100%
Class SESOP Voting
Junior Preferred Stock 658,255 (2) 100%
Susquehanna | nvestment Group Common Stock 4,397,029 (3) 6.6%
401 City Avenue, Suite 220
Baa Cynwyd, PA 19004
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United Airlines Pilots Master Class Pilot MEC Junior 1 100%
Executive Council Preferred Stock

Air Line Pilots Association,

International

6400 Shafer Court, Suite 700
Rosemont, IL 60018

Amount and Nature

Name and Address of Beneficial Title of Class of Beneficial Per cent of
Owner Ownership(1) Class
International Association of Class 1AM Junior 1 100%
Machinists and Aerospace Workers Preferred Stock

District #141

9000 Machinists Place

Upper Marlboro, MD 20722

W. Douglas Ford Class SAM Junior 2 66.67%
UAL Corporation Preferred Stock

P.O. Box 66919
Chicago, IL 60666

SaraA. Fields Class SAM Junior 1 33.33%
Senior Vice President-People Preferred Stock

United Airlines

P.O. Box 66100

Chicago, IL 60666

(1) Sharesof ClassPilot MEC, Class IAM and Class SAM stock elect one ALPA, |IAM and Salaried/M anagement Employee Director,
respectively, and have one vote on all matters submitted to the holders of common stock other than the election of directors.

(2) Based on information provided to the Company from State Street Bank and Trust Company, as of March 17, 2003, State Street, (1) as
trustee under the ESOP, it had shared voting power over 1,862,255 shares of Class P ESOP Voting Junior Preferred Stock representing 6.68% of
our voting power, 1,637,880 shares of Class M ESOP Vating Junior Preferred Stock representing 5.36% of our voting power, and 658,255
shares of Class S ESOP Voting Junior Preferred Stock (Class P, M and S voting stocks referred to as the voting preferred stocks) representing
2.4% of our voting power, and shares dispositive power over 3,127,800 shares of Class 1 ESOP Convertible Preferred Stock and 962,245 shares
of Class 2 ESOP Convertible Preferred Stock, each convertible into quadruple that number of shares of common stock, as well as 1,663 shares
of common stock issuable upon conversion of the voting preferred stocks and (2) as trustee acting in various fiduciary capacities, it had sole
dispositive power over 853,203 shares of common stock, and sole voting power for 793,441 shares. The reporting person disclaims beneficial
ownership of all shares reported. Voting power of voting preferred stocks is limited to matters other than the vote for directors.

(3) Based on a Schedule 13G filed with the SEC on February 10, 2003 in which Susquehanna | nvestment Group reported sole voting power
and sole dispositive power for 4,397,029 shares of common stock.

Director s and Executive Officers

The following table sets forth the number of shares of common stock and of voting preferred stock held in the ESOP owned as of
March 17, 2003, by each director, and each executive officer included in the Summary Compensation Table, and by UAL directors and
executive officersasagroup. Unless UAL says otherwise in afootnote, the owner exercises sole voting and investment power over the
securities (other than unissued securities which ownership we have imputed to the owner). Some UAL directors and executive officers
also own shares of other classes of its preferred stock as shown in the table above.

Name of Director or Common Stock Per cent Voting Preferred Stock

Executive Officer and Group Beneficially Owned(1) Of Class Beneficially Owned(2)
Stephen R. Canale ] 1,337 * 0
W. James Farrell ] 14,441 * 0
W. Douglas Ford ] 12,331 | * 0
Richard D. McCormick ] 31,587 | * 0
James J. O'Connor ’ 24,684 * 0
Hazel R. O'Leary ] 6,482 * 0
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Paul E. Tierney, Jr. y 40,649 | * 0
Glenn F. Tilton ] 100,000 | * 0

| John K. Van de Kamp ] 24,254 | * | 0
John H. Walker y 13,126 | * 0
Paul R. Whiteford, Jr. ] 1,529 | * 382
Douglas A. Hacker ] 399,641 | * | 1,344
Frederic F. Brace ] 256,483 * 673
Francesca M. Maher y 189,806 * 659
Peter D. McDonald ] 87,651 | * 172
Directors and Executive Officers as a Group (15 1,204,001 1.2 3,230
persons)

* Lessthan 1%

(1) These numbersinclude (a) deferred stock units for Farrell 13,641, Ford 12,331, McCormick 29,389, O'Connor 17,563, O'Leary
6,082, Tierney 4,833, Van de Kamp 24,254 and Walker 13,126 (which reflects beneficial ownership of common stock represented by
deferred stock units under the UAL Corporation 1995 Directors Plan); (b) options exercisable within 60 days of March 17, 2003 for
Brace 212,000, Hacker 337,800, Maher 181,200, and McDonald 61,963; (c) common stock issuable upon conversion of ESOP preferred
for Brace 2,691, Hacker 5,377, Maher 2,637, McDonald 688, Whiteford 1,529, and for the group -- (see footnote 2); (d) for Mr. Canale,
1,337 held indirectly by apension plan; (€) for Mr. Brace, 5,090 held indirectly by histrust and 5,090 held indirectly by his spouse's
trust; and (f) for Ms. Maher, 4,320 held indirectly by estate of deceased spouse.

(2) Reflectsbeneficial ownership through the ESOP of (&) Class P Voting Stock for Mr. Whiteford, and (b) Class S Voting Stock for
Messrs. Brace, Hacker and McDonald and Ms. Maher, and for directors and executive officers as agroup. Represents less than 1%.

ITEM 13. CERTAIN RELATIONSHIPSAND RELATED TRANSACTIONS.

See "Compensation Committee Interlocks and Insider Participation” under "Executive Compensation.”

ITEM 14. CONTROLSAND PROCEDURES.

Within the 90-day period prior to the filing of this report, an evaluation was carried out under the supervision and with the
participation of the Company's management, including the Chief Executive Officer ("CEQO") and Chief Financial Officer ("CFQ"), of the
effectiveness of the Company's disclosure controls and procedures. Based on that evaluation, the Company's CEO and CFO have
concluded that UAL's disclosure controls and procedures are effective to ensure that information required to be disclosed by usin the
reports that we file or submit under the Securities Exchange Act of 1934 is recorded, processed, summarized and reported within the
time periods specified in Securities and Exchange Commission rules and forms. Subsequent to the date of their evaluation, there were
no significant changesin UAL'sinternal controls or in other factors that could significantly affect the disclosure controls, including any
corrective actions with regard to significant deficiencies and material weaknesses.

PART IV
ITEM 15. EXHIBITS, FINANCIAL STATEMENT SCHEDULES AND REPORTSON FORM 8-K.

(@ 1. Financia Statements. Thefinancial statements required by thisitem arelisted in Item 8, "Financial Statements and
Supplementary Data' herein.

2. Financia Statement Schedules. The financial statement schedule required by thisitem islisted below and included in this
report after the signature page hereto.

Schedule Il - Valuation and Qualifying Accounts for the years ended December 31, 2002, 2001 and 2000.

All other schedules are omitted because they are not applicable, not required or the required information is shown in the
consolidated financial statements or notes thereto.

3. Exhibits. The exhibits required by thisitem are listed in the Exhibit Index which immediately precedes the exhibits filed with
this Form 10-K, and is incorporated herein by thisreference. Each of Exhibits 10.31 through 10.39 and 10.41 through 10.60 listed in the
Exhibit Index is a management contract or compensatory plan or arrangement required to be filed as an exhibit pursuant to Item 15(c) of
Form 10-K.
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(b) Reportson Form 8-K.

Form 8-K dated November 5, 2002 to report an agreement in principle with KfW to restructure debt.

Form 8-K dated November 26, 2002 to report the extent of employee participation in the UAL recovery plan.
Form 8-K dated December 2, 2002 to report United's reliance on grace periods included in certain debt obligations.
Form 8-K dated December 9, 2002 to report United's (and certain of its subsidiaries) filing under Chapter 11.

Form 8-K dated December 12, 2002 to report the filing of an NOL order to assist the Debtors in preserving their net operating
losses.

SIGNATURES

Pursuant to the requirements of Section 13 or 15(d) of the Securities Exchange Act of 1934, the Registrant has duly caused this
Form 10-K to be signed on its behalf by the undersigned, thereunto duly authorized, on the 28th day of March, 2003.

UAL CORPORATION

/s Glenn F. Tilton

Glenn F. Tilton

Chairman of the Board, President
and Chief Executive Officer

Pursuant to the requirements of the Securities Exchange Act of 1934, this Form 10-K has been signed below on the 28th day of
March, 2003 by the following persons on behalf of the registrant and in the capacities indicated.

/sl Glenn F. Tilton
Glenn F. Tilton

Chairman of the Board, President
and Chief Executive Officer
(principal executive officer)

/s Frederic F. Brace /s Hazel R. O'Leary
Frederic F. Brace Hazel R. O'Leary
Executive Vice President and Director

Chief Financial Officer
(principal financial and accounting officer)

/s/ Stephen R. Canale /s Paul E. Tierney, Jr.
Stephen R. Canale Paul E. Tierney, Jr.
Director Director

/sl W. James Farrell /s/ John K. Van de Kamp
W. James Farrell John K. Van de Kamp
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Director Director

/sl W. Douglas Ford /s/ John H. Walker

W. Douglas Ford John H. Walker

Director Director

/s/ Richard D. McCormick /s Paul R. Whiteford, Jr.
Richard D. McCormick Paul R. Whiteford, Jr.
Director Director

/s/ James J. O'Connor
James J. O'Connor
Director

Certification of the Principal Executive Officer
Pursuant to 15 U.S.C. 78m(a) or 780(d)
(Section 302 of the Sarbanes-Oxley Act of 2002)

I, Glenn F. Tilton, the Chairman, President and Chief Executive Officer of UAL Corporation (the "Company"), certify that:
(1) | have reviewed this annual report on Form 10-K of the Company;

(2) Based on my knowledge, this annual report does not contain any untrue statement of a material fact or omit
to state amateria fact necessary to make the statements made, in light of the circumstances under which such
statements were made, not misleading with respect to the period covered by this annual report;

(3) Based on my knowledge, the financia statements, and other financial information included in this annual
report, fairly present in all material respects the financial condition, results of operations and cash flows of the
Company as of, and for, the periods presented in this annual report;

(4) The Company's other certifying officers and | are responsible for establishing and maintaining disclosure
controls and procedures (as defined in Exchange Act Rules 13a-14 and 15d-14) for the Company and we have:

(@) designed such disclosure controls and procedures to ensure that material information relating
to the Company, including its consolidated subsidiaries, is made known to us by others within
those entities, particularly during the period in which this annual report is being prepared;

(b) evaluated the effectiveness of the Company's disclosure controls and procedures as of a date
within 90 days prior to the filing date of this annual report (the "Evaluation Date"); and

(c) presented in this annual report our conclusions about the effectiveness of the disclosure
controls and procedures based on our evaluation as of the Evaluation Date;

(5) The Company's other certifying officers and | have disclosed, based on our most recent evaluation, to the
Company's auditors and the audit committee of Company's board of directors (or persons performing the
equivalent function):

() al significant deficienciesin the design or operation of internal controls which could
adversely affect the Company's ability to record, process, summarize and report financial data and
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have identified for the Company's auditors any material weaknessesin internal controls; and

(b) any fraud, whether or not material, that involves management or other employees who have a
significant role in the Company'sinternal controls; and

(6) The Company's other certifying officers and | have indicated in this annual report whether or not there were
significant changesin internal controls or in other factors that could significantly affect internal controls
subsequent to the date of our most recent evaluation, including any corrective actions with regard to significant
deficiencies and material weaknesses.

/s Glenn F. Tilton

Glenn F. Tilton

UAL Corporation

Chairman, President and Chief Executive Officer
March 28th, 2003

Certification of the Principal Financial Officer
Pursuant to 15 U.S.C. 78m(a) or 780(d)
(Section 302 of the Sarbanes-Oxley Act of 2002)

|, Frederic F. Brace, the Executive Vice President and Chief Financial Officer of UAL Corporation (the "Company"), certify that:
(1) I have reviewed this annual report on Form 10-K of the Company;

(2) Based on my knowledge, this annual report does not contain any untrue statement of a material fact or omit
to state amaterial fact necessary to make the statements made, in light of the circumstances under which such
statements were made, not misleading with respect to the period covered by this annual report;

(3) Based on my knowledge, the financia statements, and other financial information included in this annual
report, fairly present in al material respects the financial condition, results of operations and cash flows of the
Company as of, and for, the periods presented in this annual report;

(4) The Company's other certifying officers and | are responsible for establishing and maintaining disclosure
controls and procedures (as defined in Exchange Act Rules 13a-14 and 15d-14) for the Company and we have:

(a) designed such disclosure controls and procedures to ensure that material information relating
to the Company, including its consolidated subsidiaries, is made known to us by others within
those entities, particularly during the period in which this annual report is being prepared;

(b) evaluated the effectiveness of the Company's disclosure controls and procedures as of a date
within 90 days prior to the filing date of this annual report (the "Evaluation Date"); and

(c) presented in this annual report our conclusions about the effectiveness of the disclosure
controls and procedures based on our evaluation as of the Evaluation Date;

(5) The Company's other certifying officers and | have disclosed, based on our most recent evaluation, to the
Company's auditors and the audit committee of Company's board of directors (or persons performing the
equivalent function):

(a) al significant deficienciesin the design or operation of internal controls which could
adversely affect the Company's ability to record, process, summarize and report financial data and
have identified for the Company's auditors any material weaknessesin internal controls; and
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(b) any fraud, whether or not material, that involves management or other employees who have a
significant role in the Company's internal controls; and

(6) The Company's other certifying officers and | have indicated in this annual report whether or not there were
significant changes in internal controls or in other factors that could significantly affect internal controls
subsequent to the date of our most recent evaluation, including any corrective actions with regard to significant
deficiencies and material weaknesses.

/9 Frederic F. Brace

Frederic F. Brace

UAL Corporation

Executive Vice President and Chief Financial Officer

March 28th, 2003

Certification of the Principal Executive Officer
Pursuant to 18 U.S.C. 1350
(Section 906 of the Sarbanes-Oxley Act of 2002)

I, Glenn F. Tilton, the Chairman and Chief Executive Officer of UAL Corporation (the "Company") certify that to the best of my
knowledge, based upon areview of the Annual Report on Form 10-K for the period ended December 31, 2002 of the Company (the
"Report"):

(1) The Report fully complies with the requirements of Section 13(a) or 15(d) of the Securities Exchange Act of 1934, as
amended; and

(2) Theinformation contained in the Report fairly presents, in al material respects, the financial condition and results of
operations of the Company.

/9 Glenn F. Tilton

Glenn F. Tilton

UAL Corporation

Chairman and Chief Executive Officer
March 28th, 2003

Certification of the Principal Financia Officer
Pursuant to 18 U.S.C. 1350
(Section 906 of the Sarbanes-Oxley Act of 2002)

I, Frederic F. Brace, the Executive Vice President and Chief Financial Officer of UAL Corporation (the "Company") certify that to the
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best of my knowledge, based upon areview of the Annual Report on Form 10-K for the period ended December 31, 2002 of the

Company (the "Report"):

(1) The Report fully complies with the requirements of Section 13(a) or 15(d) of the Securities Exchange Act of 1934, as

amended; and

(2) Theinformation contained in the Report fairly presents, in all materia respects, the financial condition and results of

operations of the Company.

/9 Frederic F. Brace

Frederic F. Brace

UAL Corporation

Executive Vice President and Chief Financial Officer
March 28th, 2003

UAL Corporation and Subsidiary Companies

Vauation and Qualifying Accounts

For the Y ears Ended December 31, 2002, 2001 and 2000

(In millions)
Additions
Balance at Charged to
Beginning Costs and
Description of Period Expenses

Y ear Ended December 31, 2000
Reserves deducted from assets to which they apply:
Allowance for doubtful accounts $13

Obsolescence allowance -

Flight equipment spare parts $45

Y ear Ended December 31, 2001
Reserves deducted from assets to which they apply:
Allowance for doubtful accounts $14

Obsol escence allowance -
Flight equipment spare parts $55

Valuation allowance for
deferred tax assets $-
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Y ear Ended December 31, 2002
Reserves deducted from assets to which they apply:
Allowance for doubtful accounts $30 $40 $41 $29

Obsolescence allowance -
Flight equipment spare parts $70 $14 $27 $57

Vauation allowance for
deferred tax assets $6 $1,160 $- $1,166

F-1

3 Deduction from reserve for purpose for which reserve was created.

31

3.2

4.1

4.2

4.3

4.4

4.5

EXHIBIT INDEX

Restated Certificate of Incorporation of UAL Corporation ("UAL"), as amended (filed as Exhibit 3.1 to
UAL's Form 10-Q for the quarter ended June 30, 2000 and incorporated herein by reference)

By-laws (filed as Exhibit 3.2 to UAL's Form 10-Q for the quarter ended September 30, 1999 and
incorporated herein by reference)

Deposit Agreement dated as of July 12, 1994 between UAL Corporation and holders from time to time of
Depository Receipts described herein (filed as Exhibit 4.1 to UAL's Form 10-K for the year ended
December 31, 2000 and incorporated herein by reference)

Indenture dated as of December 20, 1996 between UAL Corporation and The First National Bank of
Chicago, as Trustee (filed as Exhibit 4.2 to UAL's Form 10-K for the year ended December 31, 2001 and
incorporated herein by reference)

Officer's Certificate relating to UAL's 13-1/4% Junior Subordinated Debentures due 2026 (filed as Exhibit
4.3to UAL's Form 10-K for the year ended December 31, 2001 and incorporated herein by reference)

Form of UAL's 13-1/4% Junior Subordinated Debenture due 2026 (filed as Exhibit 4.4 to UAL's Form
10-K for the year ended December 31, 2001 and incorporated herein by reference)

Guarantee Agreement dated as of December 30, 1996 with respect to the 13-1/4% Trust Originated
Preferred Securities of UAL Corporation Capital Trust | (filed as Exhibit 4.5 to UAL's Form 10-K for the
year ended December 31, 2001 and incorporated herein by reference)
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4.6

4.7

4.8

4.9

4.10

4.11

4.12

101

10.2

10.3

104

Amended and Restated Declaration of Trust of UAL Corporation Capital Trust | dated as of December 30,
1996 (filed as Exhibit 4.6 to UAL's Form 10-K for the year ended December 31, 2001 and incorporated
herein by reference)

Debtor in Possession Credit Agreement dated December 24, 2002 by and among United Air Lines, Inc.,
the United subsidiaries named therein, the Lenders named therein and Bank One, NA, as agent

First Amendment and Limited Waiver dated February 19, 2003 to Debtor in Possession Credit Agreement
dated December 24, 2002 by and among United Air Lines, Inc., the United subsidiaries named therein, the
Lenders named therein and Bank One, NA, as agent

Revolving Credit, Term Loan and Guaranty Agreement dated December 24, 2002 by and among United
Air Lines, Inc., UAL Corporation, certain Subsidiaries of United Air Lines, Inc. and UAL Corporation as
named therein, the Lenders named therein, J Morgan Chase Bank, Et al.

First Amendment dated February 10, 2003 to Revolving Credit, Term Loan and Guaranty Agreement
dated December 24, 2002 by and among United Air Lines, Inc., UAL Corporation, certain Subsidiaries of
United Air Lines, Inc. and UAL Corporation as named therein, the Lenders named therein, J® Morgan
Chase Bank, Et al.

Second Amendment dated February 10, 2003 to Revolving Credit, Term Loan and Guaranty Agreement
dated December 24, 2002 by and among United Air Lines, Inc., UAL Corporation, certain Subsidiaries of
United Air Lines, Inc. and UAL Corporation as named therein, the Lenders named therein, JP Morgan
Chase Bank, Et al.

Third Amendment dated February 18, 2003 to Revolving Credit, Term Loan and Guaranty Agreement
dated December 24, 2002 by and among United Air Lines, Inc., UAL Corporation, certain Subsidiaries of
United Air Lines, Inc. and UAL Corporation as named therein, the Lenders named therein, JP Morgan
Chase Bank, Et al.

UAL'sindebtedness under any single instrument does not exceed 10% of UAL'stotal assetson a
consolidated basis. Copies of such instruments will be furnished to the Securities and Exchange
Commission upon request.

Amended and Restated Agreement and Plan of Recapitalization, dated as of March 25, 1994 (the
"Recapitalization Agreement"), as amended, among UAL Corporation, the Air Line Pilots Association
("ALPA"), International and the International Association of Machinists and Aerospace Workers ("|AM")
(filed as Exhibit 10.1 to UAL's Form 10-K for the year ended December 31, 2000 and incorporated herein
by reference)

Second Amendment to the Agreement and Plan of Recapitalization, dated as of June 2, 1994, among UAL,
ALPA and the IAM (filed as Exhibit 10.2 to UAL's Form 10-K for the year ended December 31, 2000 and
incorporated herein by reference)

Agreement, dated as of July 16, 1996, pursuant to Section 1.6q of the Recapitalization Agreement among
UAL, ALPA and IAM (filed as Exhibit 10.3 to UAL's Form 10-K for the year ended December 31, 2001
and incorporated herein by reference)

UAL Corporation Employee Stock Ownership Plan, effective as of July 12, 1994 (filed as Exhibit 10.4 to
UAL's Form 10-K for the year ended December 31, 2000 and incorporated herein by reference)
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105

10.6

10.7

10.8

109

10.10

1011

10.12

10.13

10.14

10.15

10.16

10.17

First Amendment to UAL Corporation Employee Stock Ownership Plan, dated December 28, 1994 (filed
as Exhibit 10.5 to UAL's Form 10-K for the year ended December 31, 2000 and incorporated herein by
reference)

Second Amendment to UAL Corporation Employee Stock Ownership Plan, dated as of August 17, 1995
(filed as Exhibit 10.6 to UAL's Form 10-K for the year ended December 31, 2000 and incorporated herein
by reference)

Third Amendment to UAL Corporation Employee Stock Ownership Plan, dated as of December 28, 1995
(filed as Exhibit 10.7 to UAL's Form 10-K for the year ended December 31, 2001 and incorporated herein
by reference)

Fourth Amendment to UAL Corporation Employee Stock Ownership Plan, dated as of July 16, 1996 (filed
as Exhibit 10.8 to UAL's Form 10-K for the year ended December 31, 2001 and incorporated herein by
reference)

Fifth Amendment to UAL Corporation Employee Stock Ownership Plan, dated as of December 31, 1996
(filed as Exhibit 10.9 to UAL's Form 10-K for the year ended December 31, 2001 and incorporated herein
by reference)

Sixth Amendment to UAL Corporation Employee Stock Ownership Plan, dated as of August 11, 1997
(filed as Exhibit 10.3 to UAL's Form 10-Q for the quarter ended September 30, 1997 and incorporated
herein by reference)

Seventh Amendment to UAL Corporation Employee Stock Ownership Plan, dated as of May 19, 1999
(filed as Exhibit 10.10 to UAL's Form 10-K for the year ended December 31, 1999 and incorporated herein
by reference)

Eighth Amendment to UAL Corporation Employee Stock Ownership Plan, dated as of November 10, 1999
(filed as Exhibit 10.11 to UAL's Form 10-K for the year ended December 31, 1999 and incorporated herein
by reference)

Ninth Amendment to UAL Corporation Employee Stock Ownership Plan, dated as of October 29, 1999
(filed as Exhibit 10.12 to UAL's Form 10-K for the year ended December 31, 1999 and incorporated herein
by reference)

Tenth Amendment to UAL Corporation Employee Stock Ownership Plan, dated as of April 28, 2000 (filed
as Exhibit 10.3 to UAL's Form 10-Q for the quarter ended June 30, 2000 and incorporated herein by
reference)

Eleventh Amendment to UAL Corporation Employee Stock Ownership Plan, dated as of December 29,
2000 (filed as Exhibit 10.15 to UAL's Form 10-K for the year ended December 31, 2000 and incorporated
herein by reference)

Twelfth Amendment to UAL Corporation Employee Stock Ownership Plan, dated as of January 28, 2002
(filed as Exhibit 10.1 to UAL's Form 10-Q for the quarter ended March 31, 2002 and incorporated herein
by reference)

Fourteenth Amendment to UAL Corporation Employee Stock Ownership Plan ,dated as of December 19,
2002
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10.18

10.19

10.20

10.21

10.22

10.23

10.24

10.25

10.26

10.27

10.28

10.29

10.30

10.31

10.32

UAL Corporation Employee Stock Ownership Plan Trust Agreement between UAL Corporation and State
Street Bank and Trust Company, effective July 12, 1994 (filed as Exhibit 10.16 to UAL's Form 10-K for
the year ended December 31, 2000 and incorporated herein by reference)

UAL Corporation Supplemental ESOP, effective as of July 12, 1994 (filed as Exhibit 10.17 to UAL's Form
10-K for the year ended December 31, 2000 and incorporated herein by reference)

First Amendment to UAL Corporation Supplemental ESOP, dated February 22, 1995 (filed as Exhibit
10.18 to UAL's Form 10-K for the year ended December 31, 2000 and incorporated herein by reference)

Second Amendment to UAL Corporation Supplemental ESOP, dated as of August 17, 1995 (filed as
Exhibit 10.19 to UAL's Form 10-K for the year ended December 31, 2000 and incorporated herein by
reference)

Third Amendment to UAL Corporation Supplemental ESOP, dated as of December 28, 1995 (filed as
Exhibit 10.20 to UAL's Form 10-K for the year ended December 31, 2000 and incorporated herein by
reference)

Fourth Amendment to UAL Corporation Supplemental ESOP, dated as of July 16, 1996 (filed as Exhibit
10.21 to UAL's Form 10-K for the year ended December 31, 2001 and incorporated herein by reference)

Fifth Amendment to UAL Corporation Supplemental ESOP, dated as of December 31, 1996 (filed as
Exhibit 10.22 to UAL's Form 10-K for the year ended December 31, 2001 and incorporated herein by
reference)

Sixth Amendment to UAL Corporation Supplemental ESOP, dated as of August 11, 1997 (filed as Exhibit
10.4 to UAL's Form 10-Q for the quarter ended September 30, 1997 and incorporated herein by reference)

Seventh Amendment to UAL Corporation Supplemental ESOP, dated as of May 19, 1999 (filed as Exhibit
10.21 to UAL's Form 10-K for the year ended December 31, 1999 and incorporated herein by reference)

Eighth Amendment to UAL Corporation Supplemental ESOP, dated as of November 10, 1999 (filed as
Exhibit 10.22 to UAL's Form 10-K for the year ended December 31, 1999 and incorporated herein by
reference)

Ninth Amendment to UAL Corporation Supplemental ESOP, dated as of October 29, 1999 (filed as
Exhibit 10.23 to UAL's Form 10-K for the year ended December 31, 1999 and incorporated herein by
reference)

UAL Corporation Supplemental ESOP Trust Agreement between UAL Corporation and State Street,
effective July 12, 1994 (filed as Exhibit 10.28 to UAL's Form 10-K for the year ended December 31, 2000
and incorporated herein by reference)

Class SAM Preferred Stockholders' Agreement, dated as of July 12, 1994 (filed as Exhibit 10.30 to UAL's
Form 10-K for the year ended December 31, 2000 and incorporated herein by reference)

UAL Corporation 2000 Incentive Stock Plan (filed as Exhibit 10.1 to UAL's Form 10-Q for the quarter
ended June 30, 2000 and incorporated herein by reference)

UAL Corporation Employees Performance Incentive Plan (filed as Exhibit 10.2 to UAL's Form 10-Q for
the quarter ended June 30, 2000 and incorporated herein by reference)
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10.33

10.34

10.35

10.36

10.37

10.38

10.39

10.40

1041

10.42

1043

1044

10.45

10.46

10.47

1048

UAL Corporation 1998 Restricted Stock Plan (filed as Exhibit 10.1 to UAL's Form 10-Q for the quarter
ended June 30, 1998 and incorporated herein by reference)

UAL Corporation 2002 Share Incentive Plan (filed as Exhibit 10.1 to UAL's Form 10-Q for the quarter
ended September 30, 2002 and incorporated herein by reference)

United NewVentures Long Term Incentive Plan (filed as Exhibit 10.44 to UAL's Form 10-K for the year
ended December 31, 2001 and incorporated herein by reference)

Description of Compensation and Benefits for Directors (filed as Exhibit 10.34 to UAL's Form 10-K for
the year ended December 31, 1999 and incorporated herein by reference)

UAL Corporation 1995 Directors Plan, as amended and restated effective October 24, 2002

United Supplemental Retirement Plan (filed as Exhibit 10.35 of UAL's Form 10-K for the year ended
December 31, 1998 and incorporated herein by reference)

Description of Officer Benefits (filed as Exhibit 10.37 to UAL's Form 10-K for the year ended December
31, 2001 and incorporated herein by reference)

2000 Agreement between United Air Lines, Inc. and the Air Line Pilotsin the service of United Air Lines,
Inc. represented by ALPA (filed as Exhibit 10.41 to UAL's Form 10-K for the year ended December 31,
2000 and incorporated herein by reference)

Description of Benefit Arrangement for John W. Creighton, Jr. (filed as Exhibit 10.42 to UAL's Form
10-K for the year ended December 31, 2001 and incorporated herein by reference)

Non-Qualified Stock Option Agreement for John W. Creighton, Jr. (filed as Exhibit 10.43 to UAL's Form
10-K for the year ended December 31, 2001 and incorporated herein by reference)

Employment Agreement dated September 5, 2002 by and among United Air Lines, Inc., UAL Corporation
and Glenn F. Tilton (filed as Exhibit 10.3 to UAL's Form 10-Q for the quarter ended September 30, 2002
and incorporated herein by reference)

Amendment No. 1 dated December 8, 2002 to the Employment Agreement dated September 5, 2002 by
and among United Air Lines, Inc., UAL Corporation and Glenn F. Tilton

Amendment No. 2 dated February 17, 2003 to the Employment Agreement dated September 5, 2002 by
and among United Air Lines, Inc., UAL Corporation and Glenn F. Tilton

Glenn F. Tilton Secular Trust Agreement No. 1 dated September 5, 2002 by and among UAL Corporation,
Glenn F. Tilton and the Northern Trust Company (filed as Exhibit C to Exhibit 10.3 to UAL's Form 10-Q
for the quarter ended September 30, 2002 and incorporated herein by reference)

Amendment No. 1 dated February 17, 2003 to the Glenn F. Tilton Secular Trust Agreement No. 1 dated
September 5, 2002 by and among UAL Corporation, Glenn F. Tilton and The Northern Trust Company

Amendment No. 2 dated February 28, 2003 to the Glenn F. Tilton Secular Trust Agreement No. 1 dated
September 5, 2002 by and among UAL Corporation, Glenn F. Tilton and The Northern Trust Company
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10.49

10.50

1051

10.52

10.53

10.54

10.55

10.56

10.57

10.58

10.59

10.60

10.61

121

122

21

23

Glenn F. Tilton Secular Trust Agreement No. 2 dated September 5, 2002 by and among UAL Corporation,
Glenn F. Tilton and the Northern Trust Company (filed as Exhibit D to Exhibit 10.3 to UAL's Form 10-Q
for the quarter ended September 30, 2002 and incorporated herein by reference)

Amendment No. 1 dated February 17, 2003 to the Glenn F. Tilton Secular Trust Agreement No. 2 dated
September 5, 2002 by and among UAL Corporation, Glenn F. Tilton and The Northern Trust Company

Amendment No. 2 dated February 28, 2003 to the Glenn F. Tilton Secular Trust Agreement No. 2 dated
September 5, 2002 by and among UAL Corporation, Glenn F. Tilton and The Northern Trust Company

Glenn F. Tilton Secular Trust Agreement No. 3 dated September 5, 2002 by and among UAL Corporation,
Glenn F. Tilton and the Northern Trust Company (filed as Exhibit E to Exhibit 10.3 to UAL's Form 10-Q
for the quarter ended September 30, 2002 and incorporated herein by reference)

Amendment No. 1 dated February 17, 2003 to the Glenn F. Tilton Secular Trust Agreement No. 3 dated
September 5, 2002 by and among UAL Corporation, Glenn F. Tilton and The Northern Trust Company

Amendment No. 2 dated February 28, 2003 to the Glenn F. Tilton Secular Trust Agreement No. 3 dated
September 5, 2002 by and among UAL Corporation, Glenn F. Tilton and The Northern Trust Company

Agreement dated February 16, 2003 by and among United Air Lines, Inc., UAL Corporation and Rono J.
Dutta

Agreement dated February 16, 2003 by and among United Air Lines, Inc., UAL Corporation and Andrew
P. Studdert

Employment Agreement dated July 12, 1994 between UAL Corporation and Gerald Greenwald (filed as
Exhibit 10.5 to UAL's Form 10-Q for the quarter ended June 30, 1994 and incorporated herein by
reference)

Amendment No. 1 dated July 12, 1994 to Employment Agreement dated July 12, 1994 between UAL
Corporation and Gerald Greenwald (filed as Exhibit 10.6 to UAL's Form 10-Q for the quarter ended June
30, 1994 and incorporated herein by reference)

Amendment No. 2 dated April 5, 1999 to Employment Agreement dated July 12, 1994 between UAL
Corporation and Gerald Greenwald (filed as Exhibit 10.2 to UAL's Form 10-Q for the quarter ended June
30, 1999 and incorporated herein by reference)

Non-Qualified Stock Option Agreement between UAL Corporation and Gerald Greenwald (filed as
Exhibit 10.9 to UAL's Form 10-Q for the quarter ended June 30, 1994 and incorporated by reference)

Restricted Stock Agreement dated September 2, 2002 between Glenn F. Tilton and UAL Corporation
(filed as Exhibit B to Exhibit 10.3 to UAL's form 10-Q for the quarter ended September 30, 2002 and
incorporated here by reference)

Computation of Ratio of Earningsto Fixed Charges
Computation of Ratio of Earningsto Fixed Charges and Preferred Stock Dividend Requirements
List of UAL's subsidiaries

Consent of Independent Public Accountants
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With respect to the documents incorporated by reference to this Form 10-K, UAL's Commission File Number is 1-6033.
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