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PART 1

ITEM 1. BUSINESS.

UAL Corporation (together with its consolidated subsidiaries, we, our, us, UAL orthe Company ) was incorporated under the laws of the Stz
Delaware on December 30, 1968. World headquarters is located at 1200 East Algonquin Road, Elk Grove Township, Illinois 60007. The mailing
address is P.O. Box 66919, Chicago, Illinois 60666 (telephone number (847) 700-4000).

UAL is a holding company whose principal subsidiary is United Air Lines, Inc. ( 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 UAL s revenues and expenses in 2006.
United provides these services through full-sized jet aircraft (which the Company refers to as its mainline operations), as well as smaller aircraft

in its regional operations conducted under contract by United Express® —carriers.

United is one of the largest passenger airlines in the world with more than 3,600 flights a day to more than 200 destinations through its mainline
and United Express services. United offers approximately 1,550 average daily mainline (including Ted(SM)) departures to more than 120
destinations in 30 countries and two U.S. territories, including the Washington Dulles-Rome service commencing in
the first half of 2007. In addition, United will commence its Washington Dulles-Beijing service on March 28, 2007
having received final U. S. Department of Transportation ( DOT ) approval for this route in February 2007. United
provides regional service, connecting primarily via United s domestic hubs, through marketing relationships with
United Express carriers, which provide more than 2,050 average daily departures to approximately 160 destinations.
United serves virtually every major market around the world, either directly or through its participation in the Star
Alliance®, the world s largest airline network.

United offers services that the Company believes will allow it to generate a revenue premium by meeting distinct customer needs. This strategy
of market segmentation is intended to optimize margins and costs by offering the right service to the right customer at the right time. These
services include:

e United mainline, including United First®, United Business® and Economy Plus®, the last providing three to five
inches of extra legroom on all United mainline flights (including Ted), and on explus(sm) regional jet flights;

e Ted, a low-fare service, now operates 56 aircraft and serves 20 airports with over 230 daily departures from all
United hubs;

e p.s.(SM) apremium transcontinental service connecting New York with Los Angeles and San Francisco; and

e United Express, with a total fleet of 290 aircraft operated by regional partners, including over 100 70-seat aircraft
that offer explus, United s premium regional service, redefining the regional jet experience.

The Company also generates significant revenue through its Mileage Plus® Frequent Flyer Program ( Mileage Plus ), United
Cargo(sm) and United Services. Mileage Plus contributed approximately $600 million to passenger and other revenue
in 2006 and helps the Company attract and retain high-value customers. United Cargo generated $750 million in
freight and mail revenue in 2006. United Services generated approximately $280 million in revenue in 2006 by
utilizing downtime of otherwise under-utilized resources.

The Company believes its restructuring has made United competitive with network airline peers. In every year of the restructuring, beginning in
2003, the Company has improved its financial performance. The Company s 2006 financial results clearly demonstrate this progress despite an
increase in the price of mainline fuel of over 160% since 2002. Since emerging from bankruptcy on February 1, 2006, the Company
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generated operating income of $499 million for the eleven months ended December 31, 2006. Mainline fuel expense in this period was $4.5
billion. These amounts compare to an operating loss of $2.8 billion and mainline fuel expense of $1.9 billion in 2002, the year the Company
filed for bankruptcy as discussed below.

Management s goal is to further improve profit margins through continuous improvements to its core business across its operations by focusing
on superior customer service, controlling unit costs and improving unit revenues by offering differentiated products and services and realizing
revenue premiums. Having completed its reorganization and prepared a solid platform for growth, the Company is now building on its core
competitive advantages, including strong brand recognition, its leading loyalty program and broad global airline network.

The Company s web address is www.united.com. The information contained on or connected to the Company s web address is not incorporated
by reference into this Annual Report on Form 10-K and should not be considered part of this or any other report filed with the U.S. Securities

and Exchange Commission ( SEC ). Through this website, the Company s filings with the SEC, including annual reports on Form 10-K, quarterly
reports on Form 10-Q, current reports on Form 8-K, and all amendments to those reports, are accessible without charge as soon as reasonably
practicable after such material is electronically filed with or furnished to the SEC.

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 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 Item 1A. Risk Factors. 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

The following discussion provides general background information regarding the Company s Chapter 11 cases, and is not intended to be an
exhaustive summary. Detailed information pertaining to its bankruptcy filings may be obtained at www.pd-ual.com. See also Note 1, Voluntary
Reorganization Under Chapter 11, in the Notes to Consolidated Financial Statements.

On December 9, 2002 (the Petition Date ), UAL, United, and 26 direct and indirect wholly-owned subsidiaries (collectively, the Debtors ) filed
voluntary petitions to reorganize their businesses under Chapter 11 of the United States Bankruptcy Code in the United States Bankruptcy Court
for the Northern District of Illinois, Eastern Division (the Bankruptcy Court ). On January 20, 2006, the Bankruptcy Court confirmed the Debtors
Second Amended Joint Plan of Reorganization Pursuant to Chapter 11 of the United States Bankruptcy Code (the Plan of Reorganization ). The
Plan of Reorganization became effective and the Debtors emerged from bankruptcy protection on February 1, 2006 (the Effective Date ). On the
Effective Date, UAL implemented fresh-start reporting in accordance with American Institute of Certified Public Accountants Statement of
Position 90-7  Financial Reporting by Entities in Reorganization under the Bankruptcy Code ( SOP 90-7 ).

The Plan of Reorganization generally provides for the full payment or reinstatement of allowed administrative claims, priority claims, and
secured claims, and the distribution of new equity and debt securities to the Debtors creditors and employees in satisfaction of allowed
unsecured and deemed claims. The Plan of Reorganization contemplates UAL issuing up to 125 million shares of common stock (out of the one
billion shares of new common stock authorized under its certificate of incorporation). The new common stock was listed on the NASDAQ
National Market and began trading under the symbol UAUA
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on February 2, 2006. Ultimately, distributions of common stock, subject to certain holdbacks as described in the Plan of Reorganization, will be
as follows:

e Approximately 115 million shares of common stock to unsecured creditors and employees;

e Up to 9.825 million shares of common stock (or options or other rights to acquire shares) under the Management
Equity Incentive Plan ( MEIP ) approved by the Bankruptcy Court; and

e Up to 175,000 shares of common stock (or options or other rights to acquire shares) under the Director Equity
Incentive Plan ( DEIP ) approved by the Bankruptcy Court.

The Plan of Reorganization also provides for the issuance of the following securities:

e 5 million shares of 2% mandatorily convertible preferred stock issued to the Pension Benefit Guaranty
Corporation ( PBGC ) shortly after the Effective Date;

e Approximately $150 million in aggregate principal amount of 5% senior convertible notes issued to holders of
certain municipal bonds shortly after the Effective Date;

e $726 million in aggregate principal amount of 4.5% senior limited-subordination convertible notes issued in
July 2006 to certain irrevocable trusts established for the benefit of certain employees (the Limited-Subordination
Notes );

e $500 million in aggregate principal amount of 6% senior notes issued to the PBGC shortly after the Effective
Date; and

e $500 million in aggregate principal amount of 8% senior contingent notes (in up to eight equal tranches of $62.5
million) issuable to the PBGC upon the satisfaction of certain contingencies.

Pursuant to the Company s Plan of Reorganization, the Limited-Subordination Notes were required to be issued within 180 days of the Effective
Date with a conversion price equal to 125% of the average closing price for the 60 consecutive trading days following February 1, 2006, and an
interest rate established so the notes would trade at par upon issuance. In July 2006, the Company reached agreement with five of the seven
eligible employee groups to modify the conversion price to instead be based upon the volume-weighted average price of the common stock over
the two trading days ending on July 25, 2006. This modification resulted in a new conversion price of $34.84, rather than of $46.86, which was
the conversion price under the initial terms of the notes. Because the reduction in the conversion price resulted in a benefit to noteholders, the
Company was able to issue the notes at an interest rate of 4.5%, which is a lower rate of interest than would have been required under the initial
terms in order for the notes to trade at par upon issuance. The Company reached agreement with the two other employee groups to pay them
cash totaling approximately $0.4 million rather than issuing additional notes of similar value. See Note 11, Debt Obligations, in the Notes to
Consolidated Financial Statements for further information.

Pursuant to the Plan of Reorganization, UAL common stock, preferred stock, and Trust Originated Preferred Securities issued before the Petition
Date were canceled on the Effective Date, and no distribution was made to holders of those securities.

On the Effective Date, the Company secured access to $3.0 billion in secured exit financing (the Credit Facility ) which consisted of a $2.45
billion term loan, a $350 million delayed draw term loan and a $200 million revolving credit line. On the Effective Date, the $2.45 billion term
loan and the entire revolving credit line, consisting of $161 million in cash and $39 million of letters of credit, were drawn and used to repay the
Debtor-In-Possession credit facility (the DIP Financing ) and to make other payments required upon exit from bankruptcy, as well as to provide
ongoing liquidity to conduct post-reorganization operations. Subsequently, during the first quarter of 2006, the Company repaid the entire
outstanding balance on the revolving credit line and accessed the $350 million delayed draw term loan. In
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February 2007, the Company prepaid $972 million of its Credit Facility debt and amended certain terms of the Credit Facility. For further details
on the Credit Facility including the prepayment and related facility amendment (the Amended Credit Facility ), see Note 11, Debt Obligations, in
the Notes to Consolidated Financial Statements.

Significant Matters Remaining to be Resolved in Bankruptcy Court. During the course of its Chapter 11 proceedings, the
Company successfully reached settlements with most of its creditors and resolved most pending claims against the
Debtors. However, certain significant matters remain to be resolved in the Bankruptcy Court. For details, see Note 1,

Voluntary Reorganization Under Chapter 11 Bankruptcy Considerations, in the Notes to Consolidated Financial
Statements.

Operations

Segments. UAL operates its businesses through two reporting segments: mainline and United Express. In 2006, in
light of the Company s bankruptcy-related restructuring and organizational changes, management reevaluated the
Company s segment reporting. As a result, the Company determined that the geographic regions and UAL Loyalty
Services, LLC ( ULS ), which it previously reported as segments, were no longer segments requiring disclosure under
Statement of Financial Accounting Standards No. 131, Disclosures about Segments of an Enterprise and Related
Information ( SFAS 131 ). UAL now manages its business as an integrated network with assets deployed across
integrated mainline and regional carrier networks, whereas in the past United focused its business management
decisions within specific geographic regions and services. This new focus on managing the business seeks to
maximize the profitability of the overall airline network. The operations of ULS are included in mainline operations.
See UAL Loyalty Services, LLC, below for further information on its business activities. Financial information on
UAL s reportable segments, including restated segment information for 2005 and 2004, can be found in Note 9,
Segment Information, in the Notes to Consolidated Financial Statements.

Mainline. Mainline operating revenues were $16.4 billion in 2006, $15.0 billion in 2005 and $14.5 billion in 2004. As
of December 31, 2006, mainline domestic operations served 85 destinations primarily throughout the U.S. and Canada
and operated hubs in Chicago, Denver, Los Angeles, San Francisco and Washington, D.C. Mainline international
operations serve the Pacific, Atlantic, and Latin America regions. The Pacific region includes nonstop service to
Beijing, Hong Kong, Nagoya, Osaka, Seoul, Shanghai, Sydney and Tokyo (with service to Taipei scheduled to
commence in June 2007); direct service to Bangkok, Seoul, Singapore and Taipei via its Tokyo hub; direct service to
Ho Chi Minh City and Singapore via Hong Kong, and to Melbourne via Sydney. The Atlantic region includes nonstop
service to Amsterdam, Brussels, Frankfurt, London, Munich, Paris and Zurich, with service to Rome scheduled to
commence in April 2007. In 2006, United commenced service from Washington Dulles to Kuwait City as part of the
Atlantic region. United also provides seasonal service to Bermuda. The Latin American region offers nonstop service
to Buenos Aires and Sao Paulo and direct service to Montevideo (via Buenos Aires) and Rio de Janeiro (via Sao
Paulo). The Latin American region also serves various Mexico destinations including Cancun, Mexico City, Puerto
Vallarta, San Jose del Cabo, and Ixtapa/Zihuatanejo (seasonal); various Caribbean points including Aruba and
seasonal service to Montego Bay, Nassau, Punta Cana, and St. Maarten; and Central America including Guatemala
City, San Salvador and Liberia, Costa Rica (seasonal).

Operating revenues attributed to mainline domestic operations were $10.0 billion in 2006, $9.0 billion in 2005 and $9.1 billion in 2004.
Operating revenues attributed to mainline international operations were $6.4 billion in 2006, $6.0 billion in 2005 and $5.3 billion in 2004. For
purposes of the Company s geographic revenue reporting, the Company considers destinations in Mexico to be part of the Latin America region
as opposed to the North America region. See Note 9, Segment Information, in the Notes to Consolidated Financial Statements for financial
information on the mainline and United Express segments and operating revenues by geographic regions as reported to the DOT.
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As of December 31, 2006, the mainline segment operated 460 aircraft and produced approximately 143 billion available seat miles ( ASMs ) and
117 billion revenue passenger miles ( RPMs ) during 2006.

United Express. United Express operating revenues were $2.9 billion in 2006, $2.4 billion in 2005 and $1.9 billion in
2004. United has contractual relationships with various regional carriers to provide regional jet and turboprop service
branded as United Express. United Express is an extension of the United mainline network (United, Ted and p.s.).
SkyWest Airlines, Mesa Airlines, Colgan Airlines, Chautauqua Airlines, Shuttle America, Trans States Airlines and
Golet Airlines are all United Express carriers, most of which operate under capacity purchase agreements. Under
these agreements, United pays the regional carriers contractually-agreed fees (carrier-controlled costs) for operating
these flights plus a variable reimbursement (incentive payment) based on agreed performance metrics. The
carrier-controlled costs are based on specific rates for various operating expenses of the United Express carriers, such
as crew expenses, maintenance and aircraft ownership, some of which are multiplied by specific operating statistics
(e.g., block hours, departures) while others are fixed monthly amounts. The incentive payment is a markup applied to
the carrier-controlled costs for superior operational performance. Under these capacity agreements, United is
responsible for all fuel costs incurred as well as landing fees, facilities rent and de-icing costs, which are passed
through without any markup. In return, the regional carriers operate this capacity on schedules determined by United,
which also determines pricing, revenues and inventory levels and assumes the inventory and distribution risk for the
available seats.

The capacity agreements which United has entered into with United Express carriers do not include the provision of ground handling services.
As aresult, United Express sources ground handling support from a variety of third-party providers as well as by utilizing internal United
resources in some cases.

While the regional carriers operating under capacity purchase agreements comprise over 95% of United Express flying, the Company also has
limited prorate agreements with SkyWest Airlines and Colgan Airlines. Under these prorate agreements, United and its prorate partners agree to
divide revenue collected from each passenger according to a formula, while both United and the prorate partners are individually responsible for
their own costs of operations. United also collects a program fee from Colgan Airlines to cover certain marketing and distribution costs such as
credit card transaction fees, global distribution systems ( GDS ) transaction fees, and frequent flyer costs. Unlike capacity purchase agreements,
these prorate agreements require the regional carrier to retain the control and risk of scheduling, market selection, seat pricing and inventory for
its flights.

As of December 31, 2006, United Express carriers operated 290 aircraft and produced approximately 16 billion ASMs and 12 billion RPMs
during 2006.

Ted. In February of 2004, United launched Ted in Denver to provide a tailored single-class service, including
Economy Plus seating, to better serve leisure destinations in the United network. Currently 56 A320 aircraft are
configured for Ted service. Ted provides service from United s hubs in Denver, Washington Dulles, Chicago O Hare
International Airport ( O Hare ), Los Angeles and San Francisco to destinations in Arizona, California, Florida,
Louisiana, Nevada, Mexico and the Caribbean. As of December 31, 2006, Ted provided service from all of United s
hubs to 11 destinations in the U.S., including its territories, and four in Mexico.

United Cargo. United Cargo offers both domestic and international shipping through a variety of services including
United Small Package Delivery, EXP ( Express ), and GEN ( General ) cargo services. Freight shipments comprise
approximately 85% of United Cargo s volumes, with mail comprising the remainder. During 2006, United Cargo
accounted for approximately 4% of UAL s operating revenues by generating $750 million in freight and mail revenue,
a 3% increase versus 2005.

United Services. United Services is a global airline support business offering customers comprehensive solutions for
their aircraft maintenance, repair and overhaul ( MRO ), aircraft ground
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handling and flight crew training. United Services brings nearly 80 years of experience to serve approximately 140 airline customers worldwide.
MRO services account for approximately 75% of United Services revenue with ground handling and flight crew training accounting for the
remainder. MRO revenue sources include engine maintenance, maintenance of high-tech components, line maintenance and landing gear
maintenance. During 2006, United Services generated approximately $280 million in revenue, a 12% increase as compared to 2005.

Fuel. In 2006, fuel was the Company s largest operating expense. The Company s annual mainline and United Express
fuel costs and consumption were as follows:

2006 2005
United United
Mainline Express Mainline Express
Gallons consumed (in millions) 2,290 373 2,250 353
Average price per gallon, including tax and hedge impact $ 2.11 $ 223 $ 179 $ 201
Cost (in millions) $ 4824 $ 834 $ 4,032 $ 709

United Express fuel expense is classified as Regional affiliates expense in the Statements of Consolidated Operations.

The price and availability of jet fuel significantly affect the Company s results of operations. A significant rise in jet fuel prices was the primary
reason that the Company s fuel expense increased in each of the last two years. The Company expects to be able to offset some, but not all, of
any future fuel expense increases through higher revenues and the use of fuel hedge contracts.

To ensure adequate supplies of fuel and to provide a measure of control over fuel costs, the Company arranges to have fuel shipped on major
pipelines and stored close to its major hub locations. Although the Company currently does not anticipate a significant reduction in the
availability of jet fuel, a number of factors make predicting fuel prices and fuel availability uncertain, including changes in world energy
demand, geopolitical uncertainties affecting energy supplies from oil-producing nations, industrial accidents, threats of terrorism directed at oil
supply infrastructure, extreme weather conditions causing temporary shutdowns of production and refining capacity, and changes in relative
demand for other petroleum products that may impact the quantity and price of jet fuel produced from period to period.

Alliances. United has entered into a number of bilateral and multilateral alliances with other airlines, expanding travel
choices for our customers through these relationships by participating in markets worldwide that United does not
serve directly. These marketing alliances typically include one or more of the following features: joint frequent flyer
program participation; code sharing of flight operations (whereby selected seats on one carrier s flights can be
marketed under the brand name of another carrier); coordination of reservations, ticketing, passenger check-in,
baggage handling and flight schedules; and other resource-sharing activities.

The most significant of these arrangements is the Star Alliance, a global integrated airline network co-founded by United in 1997. As of
February 1, 2007, Star Alliance carriers serve over 800 destinations in over 150 countries with over 14,000 average daily flights. Current Star
Alliance partners, in addition to United, are Air Canada, Air New Zealand, All Nippon Airways, Asiana, the Austrian Airlines Group, bmi, LOT
Polish Airlines, Lufthansa, SAS, Singapore Airways, South African Airways, Spanair, Swiss, TAP Portugal, Thai International Airways and US
Airways.

In 2006, Star Alliance accepted the applications of Air China, Shanghai Airlines and Turkish Airlines to join the alliance. These airlines are in
the process of completing their Star Alliance joining requirements.
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United also has independent marketing agreements with other air carriers, not currently members of the Star Alliance, including Air China,
Aloha, Gulfstream International, Great Lakes Airlines, TACA Group, Island Air, Shanghai Airlines and Virgin Blue.

Mileage Plus. Mileage Plus builds customer loyalty by offering awards and services to frequent travelers. Mileage Plus
members can earn mileage credit for flights on United, United Express, Ted, members of the Star Alliance, and certain
other airlines that participate in the program. Miles also can be earned by purchasing the goods and services of our
non-airline partners, 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. There are nearly 50 million members enrolled in Mileage
Plus. For a detailed description of the accounting treatment of Mileage Plus program activity, which was changed to a
deferred revenue model upon the adoption of fresh-start reporting on the Effective Date, see Critical Accounting
Policies in Item 7. Management s Discussion and Analysis of Financial Condition and Results of Operations.

UAL Loyalty Services, LLC. ULS focuses on expanding the non-core marketing businesses of United and building airline
customer loyalty. ULS operates substantially all United-branded travel distribution and customer loyalty e-commerce
activities, such as united.com. In addition, ULS owns and operates Mileage Plus, being responsible for member
relationships, communications and account management; while United is responsible for other aspects of Mileage
Plus, including elite membership programs such as Global Services, Premier, Premier Executive and Premier
Executive 1K, and the establishment of award mileage redemption programs and airline-related customer loyalty
recognition policies. United is also responsible for managing relationships with its Mileage Plus airline partners, while
ULS manages relationships with non-airline business partners, such as the Mileage Plus Visa Card, hotels, car rental
companies and dining programs, among others.

Distribution Channels. 'The majority of United s airline seat inventory continues to be distributed through the traditional
channels of travel agencies and GDS, such as Sabre and Galileo. The growing use of alternative distribution systems,
including the Company s website and GDS new entrants, however, provides United with an opportunity to lower its
ticket distribution costs. To encourage customer use of lower-cost channels and capitalize on these cost-saving
opportunities, the Company will continue to expand the capabilities of its website, www.united.com, and it guarantees
the availability of the lowest prices on united.com.

Industry Conditions

Seasonality. The air travel business is subject to seasonal fluctuations. The Company s operations can be adversely
impacted by severe weather and the first and fourth quarter results of operations normally reflect lower travel demand.
Historically, results of operations are better in the second and third