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INFORMATION CONTAINED HEREIN IS SUBJECT TO COMPLETION OR AMENDMENT. A
REGISTRATION STATEMENT RELATING TO THESE SECURITIES HAS BEEN FILED WITH THE
SECURITIES AND EXCHANGE COMMISSION. THESE SECURITIES MAY NOT BE SOLD NOR MAY
OFFERS TO BUY BE ACCEPTED PRIOR TO THE TIME THE REGISTRATION STATEMENT BECOMES
EFFECTIVE. THIS PROSPECTUS SHALL NOT CONSTITUTE AN OFFER TO SELL OR THE
SOLICITATION OF AN OFFER TO BUY NOR SHALL THERE BE ANY SALE OF THESE SECURITIES
IN ANY STATE IN WHICH SUCH OFFER, SOLICITATION OR SALE WOULD BE UNLAWFUL PRIOR
TO REGISTRATION OR QUALIFICATION UNDER THE SECURITIES LAWS OF ANY SUCH STATE.

SUBJECT TO COMPLETION, DATED FEBRUARY 3, 1995

UAL CORPORATION
offer to Exchange
% Convertible Subordinated Debentures due 2025
for
Series A Convertible Preferred Stock

THE EXCHANGE OFFER WILL EXPIRE AT 5:00 P.M.,
NEW YORK CITY TIME, ON , 1995, UNLESS EXTENDED.

UAL Corporation, a Delaware corporation (the "Company"), hereby offers, upon
the terms and subject to the conditions set forth in this Prospectus (the
"Prospectus") and the accompanying Letter of Transmittal (the "Letter of
Transmittal" which, together with the Prospectus, constitute the "Exchange
offer"), to exchange up to $600,000,000 aggregate principal amount of debentures
designated as its % Convertible Subordinated Debentures due 2025 (the
"Debentures") for up to all shares of the outstanding Series A Convertible
Preferred Stock of the Company (the "Series A Preferred Stock"). The Debentures
are offered in minimum denominations of $1,000 and integral multiples thereof,
and the Series A Preferred Stock has a liquidation preference of $100 per share.
Consequently, the Exchange Offer will be effected on a basis of $1,000 principal
amount of Debentures for every ten shares of Series A Preferred Stock validly
tendered and accepted for exchange. The Company will pay amounts of less than
$1,000 due to exchanging stockholders in cash, in lieu of issuing Debentures
with a principal amount of less than $1,000. [The dividend on the Series A
Preferred Stock payable on will be payable to stockholders of record
on regardless of when shares of the Series A Preferred Stock are
tendered pursuant to the Exchange Offer.] Dividends accumulated after

will not be paid on Series A Preferred Stock accepted for exchange
in the Exchange Offer. In lieu thereof, holders of Debentures will be entitled
to interest from , as described below.

The Company will accept for exchange Series A Preferred Stock validly
tendered and not withdrawn prior to 5:00 p.m., New York City time, on
__, 1995, or if extended by the Company, in its sole discretion, the latest date
and time to which extended (the "Expiration Date"). The Exchange Offer will
expire on the Expiration Date. Tenders of Series A Preferred Stock may be
withdrawn at any time prior to the Expiration Date and, unless accepted for
exchange by the Company, may be withdrawn at any time after forty business days
after the date of this Prospectus. The Company expressly reserves the right to
(1) extend, amend or modify the terms of the Exchange Offer in any manner and
(ii) withdraw or terminate the Exchange Offer and not accept for exchange any
Series A Preferred Stock, at any time for any reason, including (without
limitation) if fewer than shares of Series A Preferred Stock are tendered
(which condition may be waived by the Company). See "The Exchange Offer--
Expiration Date; Extensions; Amendments; Termination."

(Continued on next page)

SEE "SPECIAL CONSIDERATIONS RELATING TO THE DEBENTURES" FOR A DISCUSSION OF
CERTAIN FACTORS THAT SHOULD BE CONSIDERED IN CONNECTION WITH THE EXCHANGE OFFER
AND AN INVESTMENT IN THE DEBENTURES, INCLUDING IN THE CASE OF THE DEBENTURES THE
PERIOD AND CIRCUMSTANCES DURING AND UNDER WHICH PAYMENT OF INTEREST MAY BE
DEFERRED AND CERTAIN RELATED FEDERAL INCOME TAX CONSEQUENCES.

THESE SECURITIES HAVE NOT BEEN APPROVED OR DISAPPROVED BY THE SECURITIES
AND EXCHANGE COMMISSION OR BY ANY STATE SECURITIES COMMISSION NOR HAS
THE SECURITIES AND EXCHANGE COMMISSION OR ANY STATE SECURITIES
COMMISSION PASSED UPON THE ACCURACY OR ADEQUACY OF THIS PROSPECTUS.

ANY REPRESENTATION TO THE CONTRARY IS A CRIMINAL OFFENSE.

The Dealer Managers for the Exchange Offer are:
Goldman, Sachs & Co. Lehman Brothers

The date of this Prospectus is , 1995



The Debentures will mature on , 2025 and will bear interest at an
annual rate of % from the first day following the Expiration Date (the "Issue
Date"). In addition, holders of record of the Debentures will be entitled to
interest at a rate of 6 1/4% per annum from through the Expiration
Date in lieu of dividends accumulating after , 1995 on their Series A
Preferred Stock accepted for exchange, payable at the time of the first interest
payment on the Debentures. Interest will be payable quarterly in arrears on
February 1, May 1, August 1, and November 1 of each year, commencing

, 1995, provided that, so long as the Company shall not be in
default in the payment of interest on the Debentures, the Company shall have the
right, upon prior notice by public announcement given in accordance with New
York Stock Exchange, Inc. (the "NYSE") rules at any time during the term of the
Debentures, to extend the interest payment period from time to time for a period
not exceeding 20 consecutive calendar quarters (each, an "Extension Period"). No
interest shall be due and payable during an Extension Period, but at the end of
each Extension Period the Company shall pay all interest then accrued and unpaid
on the Debentures, together with interest thereon, compounded quarterly. Upon
the termination of any Extension Period and the payment of all interest then
due, the Company may commence a new Extension Period. After prior notice by
public announcement given in accordance with NYSE rules, the Company also may
prepay at any time all or any portion of the interest accrued during an
Extension Period. Consequently, there could be multiple Extension Periods of
varying lengths throughout the term of the Debentures. The Company has no
current intention of exercising its right to extend an interest payment period.
However, should the Company determine to exercise such right in the future, the
market price of the Debentures is likely to be affected. See "Special
Considerations Relating to the Debentures" and "Description of Debentures--
Interest" and "--Option to Extend Interest Payment Period."

Each Debenture is convertible at the option of the holder at any time after
the date of original issuance thereof, unless previously redeemed, into a
combination of cash in the amount of $541.90 and common stock of the Company,
par value $.01 per share (the "Common Stock"), at a conversion price of $143.50
(equivalent to approximately 3.192 shares of the Common Stock per $1000
principal amount of the Debentures). Such conversion price is subject to
adjustment in certain events. See "Description of Debentures--Conversion." On
February 2, 1995, the last reported sale price of the Common Stock on the NYSE
was $91.625 per share.

The Debentures are redeemable at any time after May 1, 1996 at the option of
the Company, in whole or in part, initially at a redemption price of 104.375% of
the principal amount of the Debentures redeemed, and thereafter at prices
declining ratably to 100% of the principal amount of the Debentures redeemed
from and after May 1, 2003, plus interest accrued and unpaid to the redemption
date. The Company may exercise this redemption option only if for 20 trading
days within any period of 30 consecutive trading days, including the last
trading day, the last sale price of the Company's Common Stock as reported by
the NYSE Composite Transaction Tape exceeds 120% of the conversion price,
subject to adjustment as described herein. No sinking fund will be established
for the payment of the Debentures. See "Description of Debentures--Redemption."
The Debentures are unsecured obligations of the Company and will be subordinate
to all Senior Indebtedness (as defined herein) of the Company. Because the
Company is a holding company that conducts business through its subsidiaries,
the Debentures are also effectively subordinated to all existing and future
obligations of the Company's subsidiaries. On September 30, 1994, approximately
$586 million of such Senior Indebtedness and approximately $13.3 billion of
additional indebtedness, leases and other obligations of the Company's
subsidiaries (net of those obligations of the Company to its subsidiaries that
are included in the definition of Senior Indebtedness (as defined)) not included
in Senior Indebtedness were outstanding. See "Description of Debentures--
Subordination."

For federal income tax purposes, the exchange of Series A Preferred Stock
for Debentures will, depending upon each particular exchanging holder's facts
and circumstances, be treated as either an exchange in which gain or loss is
recognized or as a dividend, and the Debentures will be treated as having been
issued with original issue discount. For a discussion of these and other United
States federal income tax considerations relevant to the Exchange Offer, see
"Certain Federal Income Tax Considerations" and "Certain Federal Tax
Considerations for Non-United States Persons."

The Debentures constitute a new issue of securities with no established
trading market. While the Company intends to apply to list the Debentures on the
NYSE, there can be no assurance that an active market for the Debentures will
develop. The Series A Preferred Stock and the Common Stock issuable upon
conversion of such Series A Preferred Stock have not been and will not be
registered under the Securities Act of 1933, as amended (the "Securities Act"),
and are subject to certain restrictions on transfer provided for therein and
pursuant to their terms at original issuance. Such restrictions will continue to
apply to the Series A Preferred Stock and the Common Stock issuable upon
conversion of such Series A Preferred Stock that is not exchanged for
Debentures. Moreover, to the extent that Series A Preferred Stock is tendered
and accepted in the Exchange Offer, a holder's ability to sell untendered Series
A Preferred Stock could be adversely affected.



NO PERSON HAS BEEN AUTHORIZED TO GIVE ANY INFORMATION OR TO MAKE ANY
REPRESENTATIONS IN CONNECTION WITH THE EXCHANGE OFFER OTHER THAN THOSE CONTAINED
IN THIS PROSPECTUS. IF GIVEN OR MADE, SUCH INFORMATION OR REPRESENTATIONS
SHOULD NOT BE RELIED UPON AS HAVING BEEN AUTHORIZED BY THE COMPANY. NEITHER THE
DELIVERY OF THIS PROSPECTUS NOR ANY EXCHANGE MADE HEREUNDER SHALL, UNDER ANY
CIRCUMSTANCES, CREATE ANY IMPLICATION THAT THERE HAS BEEN NO CHANGE IN THE
AFFAIRS OF THE COMPANY SINCE THE RESPECTIVE DATES OF WHICH INFORMATION IS GIVEN
HEREIN. THE EXCHANGE OFFER IS NOT BEING MADE TO (NOR WILL TENDERS BE ACCEPTED
FROM OR ON BEHALF OF) HOLDERS (AS DEFINED BELOW) OF SERIES A PREFERRED STOCK IN
ANY JURISDICTION IN WHICH THE MAKING OF THE EXCHANGE OFFER OR THE ACCEPTANCE
THEREOF WOULD NOT BE IN COMPLIANCE WITH THE LAWS OF SUCH JURISDICTION. HOWEVER,
THE COMPANY MAY, AT ITS DISCRETION, TAKE SUCH ACTION AS IT MAY DEEM NECESSARY TO
MAKE THE EXCHANGE OFFER IN ANY SUCH JURISDICTION AND EXTEND THE EXCHANGE OFFER
TO HOLDERS OF SERIES A PREFERRED STOCK IN SUCH JURISDICTION. IN ANY
JURISDICTION THE SECURITIES LAWS OR BLUE SKY LAWS OF WHICH REQUIRE THE EXCHANGE
OFFER TO BE MADE BY A LICENSED BROKER OR DEALER, THE EXCHANGE OFFER IS BEING
MADE ON BEHALF OF THE COMPANY BY THE DEALER MANAGERS OR ONE OR MORE REGISTERED
BROKERS OR DEALERS WHICH ARE LICENSED UNDER THE LAWS OF SUCH JURISDICTION.

AVAILABLE INFORMATION

The Company is subject to the informational requirements of the Securities
Exchange Act of 1934, as amended (the "Exchange Act"), and in accordance
therewith files reports, proxy statements and other information with the
Securities and Exchange Commission (the "Commission"). Such reports, proxy
statements and other information concerning the Company can be inspected and
copied at the public reference facilities maintained by the Commission at
Judiciary Plaza, 450 Fifth Street, N.W., Washington, D.C. 20549, Room 1024;
Citicorp Center, 500 West Madison Street, Suite 1400, Chicago, Illinois 60661-
2511; and 7 World Trade Center, Suite 1300 New York, New York 10048. Copies of
such material can be obtained from the Public Reference Section of the
Commission at 450 Fifth Street, N.W., Washington, D.C. 20549, at prescribed
rates. Such material can also be inspected and copied at the offices of the
NYSE, 20 Broad Street, New York, New York 10005; the Chicago Stock Exchange, 440
South LaSalle Street, Chicago, Illinois 60605; and the Pacific Stock Exchange,
301 Pine Street, San Francisco, California 94104 or 618 South Spring Street, Los
Angeles, California 90014.

This Prospectus constitutes a part of a registration statement on Form S-4
(together with all amendments and exhibits, the "Registration Statement") filed
by the Company with the Commission under the Securities Act. This Prospectus
does not contain all of the information included in the Registration Statement,
certain parts of which are omitted in accordance with the rules and regulations
of the Commission. Statements contained herein concerning the provisions of any
document do not purport to be complete and, in each instance, are qualified in
all respects by reference to the copy of such document filed as an exhibit to
the Registration Statement or otherwise filed with the Commission. Each such
statement is subject to and qualified in its entirety by such reference.
Reference is made to such Registration Statement and to the exhibits relating
thereto for further information with respect to the Company and the securities
offered hereby.

INCORPORATION OF CERTAIN DOCUMENTS BY REFERENCE

The following documents have been filed with the Commission and are
incorporated herein by reference (Commission File No. 1-6033):

1. The Company's Annual Report on Form 10-K for the year ended December 31,
1993, as amended.

2. The Company's Quarterly Reports on Form 10-Q for the periods ended March
31, 1994, as amended, June 30, 1994 and September 30, 1994.

3. The Company's Current Reports on Form 8-K dated February 4, 1994 (3
reports), March 25, 1994 (2 reports), April 27, 1994, April 28, 1994, May
3, 1994, June 2, 1994, June 10, 1994, June 15, 1994, June 29, 1994, July
8, 1994, July 11, 1994 and July 12, 1994 (2 reports).

_2-



4., A description of the Company's Common Stock and Rights that are attached
to the Common Stock, as contained in the Company's Proxy Statement/Joint
Prospectus dated June 10, 1994 filed pursuant to Rule 424(b) under the
Securities Act under the caption "Description of Securities--the Common
Stock, the Series A Preferred Stock and the Junior Participating Preferred
Stock."

All documents filed by the Company pursuant to Section 13(a), 13(c), 14 or
15(d) of the Exchange Act subsequent to the date of this Prospectus and prior to
the termination of the offering of the securities offered hereby shall be deemed
to be incorporated by reference in this Prospectus and to be a part hereof from
the date of filing of such documents. Any statement contained in a document
incorporated or deemed to be incorporated herein by reference shall be deemed to
be modified or superseded for purposes of this Prospectus to the extent that a
statement contained herein or in any other subsequently filed document which
also is or is deemed to be incorporated by reference herein modifies or
supersedes such statement. Any such statement is so modified or superseded shall
not be deemed, except as so modified and superseded, to constitute a part of
this Prospectus

THIS PROSPECTUS INCORPORATES DOCUMENTS BY REFERENCE WHICH ARE NOT PRESENTED
HEREIN OR DELIVERED HEREWITH. THE COMPANY WILL PROVIDE WITHOUT CHARGE TO EACH
PERSON, INCLUDING ANY BENEFICIAL OWNER OF THE SERIES A PREFERRED STOCK, TO WHOM
THIS PROSPECTUS IS DELIVERED, UPON THE WRITTEN OR ORAL REQUEST OF SUCH PERSON, A
COPY OF ANY OR ALL OF THE FOREGOING DOCUMENTS INCORPORATED HEREIN BY REFERENCE,
OTHER THAN EXHIBITS TO SUCH DOCUMENTS (UNLESS SUCH EXHIBITS ARE SPECIFICALLY
INCORPORATED BY REFERENCE INTO SUCH DOCUMENTS). THESE DOCUMENTS ARE AVAILABLE
UPON REQUEST FROM UAL CORPORATION, P.0. BOX 66919, CHICAGO, ILLINOIS 60666
(TELEPHONE NUMBER (708) 952-4000), ATTENTION: FRANCESCA M. MAHER, SECRETARY. IN
ORDER TO ENSURE TIMELY DELIVERY OF THE DOCUMENTS, ANY REQUEST SHOULD BE MADE NOT
LATER THAN FIVE BUSINESS DAYS PRIOR TO THE EXPIRATION DATE.

-3-



TABLE OF CONTENTS

PAGE
Available Information.......... ... it 2
Incorporation of Certain Documents by Reference................... 2
Prospectus SUMMAIY . ...ttt ittt et e s 5
Special Considerations Relating to the Debentures................. 11
The COMPANY . ettt ettt e s 14
RECENt DEVELOPMENES . ot vttt ittt i e e 14
Price Range of Common Stock and Dividends............ovuiuuunnnnnns 16
Capitalization. ... s 17
Selected Consolidated Financial and Operating Information......... 18
The Exchange Offer. ... .. e e e 19
Description of Debentures........... .. i e 26
Description of Capital Stock........... .. 42
Certain Federal Income Tax Considerations...............ovvvviunnn 60
Certain Federal Tax Considerations for Non-United States Persons.. 64
Legal OpiNioNS . . vttt sttt 67
L0 = 67



PROSPECTUS SUMMARY

The following summary does not purport to be complete and is qualified in its
entirety by the detailed information contained elsewhere in this Prospectus or
by documents incorporated by reference into this Prospectus.

THE COMPANY

UAL Corporation, a Delaware corporation (the "Company"), is a holding company
and its primary subsidiary is United Air Lines, Inc., a Delaware corporation
("United"), which is wholly-owned. At the end of 1994, United served 152
airports in the United States and 31 foreign countries. During 1994, United
averaged 2,004 departures daily, flew a total of 108 billion revenue passenger
miles and carried an average of 203,400 passengers per day. At the end of 1994,
United's fleet of aircraft totaled 543. United's major hub operations are
located at Chicago, Denver, San Francisco, Washington, D.C., London and Tokyo.

THE EXCHANGE OFFER
PURPOSE OF EXCHANGE OFFER

The principal purpose of the Exchange Offer is to improve the Company's
after-tax cash flow by replacing the Series A Preferred Stock (as defined below)
with the Debentures (as defined below). The potential cash flow benefit to the
Company arises because interest payable on the Debentures should be deductible
by the Company for federal income tax purposes, while dividends payable on the
Series A Preferred Stock are not deductible. See "The Exchange Offer--Purpose
of the Exchange Offer."

THE EXCHANGE OFFER; SECURITIES OFFERED

Upon the terms and subject to the conditions set forth herein and in the
Letter of Transmittal, the Company hereby offers to exchange up to $600,000,000
aggregate principal amount of debentures designated as its % Convertible
Subordinated Debentures due 2025 (the "Debentures") for up to all of the
outstanding shares of Series A Convertible Preferred Stock (the "Series A
Preferred Stock"). Exchanges will be made on a basis of $1,000 principal amount
of Debentures (the minimum permitted denomination) for every ten shares of
Series A Preferred Stock validly tendered and accepted for exchange in the
Exchange Offer. The Company will pay amounts of less than $1,000 due to any
exchanging stockholder in cash, in lieu of issuing Debentures with a principal
amount of less than $1,000. See "The Exchange Offer -- Terms of the Exchange
offer."

The Debentures will mature on , 2025 and will bear interest at an
annual rate of % from the first day following the Expiration Date (the "Issue
Date") or from the most recent interest payment date to which interest has been
paid or duly provided for. Interest will be payable quarterly in arrears on
February 1, May 1, August 1 and November 1 of each year, commencing
__, 1995, provided that, so long as the Company shall not be in default in the
payment of interest on the Debentures, the Company shall have the right, upon
prior notice by public announcement given in accordance with NYSE rules at any
time during the term of the Debentures, to extend any interest payment period
from time to time for a period not exceeding 20 consecutive calendar quarters.
The Company has no current intention of exercising its right to extend any
interest payment period. However, should the Company determine to exercise such
right in the future, the market price of the Debentures is likely to be
affected. See "Special Considerations Relating to the Debentures" and
"Description of Debentures -- Option to Extend Interest Payment Period."

[The dividend on the Series A Preferred Stock payable on will
be payable to stockholders of record on , regardless of when
shares of the Series A Preferred Stock are tendered pursuant to
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the Exchange Offer.] Dividends accumulated after will not be
paid on Series A Preferred Stock accepted for exchange in the Exchange Offer.

In lieu thereof, holders of record of the Debentures will be entitled to
interest at a rate of 6 1/4% per annum from through the
Expiration Date, payable at the time of the first interest payment on the
Debentures. The Debentures will be issued pursuant to an indenture, to be dated
as of __, 1995, between the Company and ,
as trustee. See "Description of Debentures."

EXPIRATION DATE; WITHDRAWALS

The Company will accept for exchange Series A Preferred Stock, validly
tendered and not withdrawn prior to 5:00 p.m., New York City time, on
, 1995, or if extended by the Company, in its sole discretion,
the latest date and time to which extended (the "Expiration Date"). The
Exchange Offer will expire on the Expiration Date. Tenders of Series A
Preferred Stock pursuant to the Exchange Offer may be withdrawn at any time
prior to the Expiration Date and, unless accepted for exchange by the Company,
may be withdrawn at any time after forty business days after the date of this
Prospectus. See "The Exchange Offer -- Withdrawal of Tenders" and " --
Expiration Date; Extensions; Amendments; Termination."

EXTENSIONS, AMENDMENTS AND TERMINATION

The Company expressly reserves the right to (i) extend, amend or modify the
terms of the Exchange Offer in any manner and (ii) withdraw or terminate the
Exchange Offer and not accept for exchange any Series A Preferred Stock, at any
time for any reason, including (without limitation) if fewer than
shares of Series A Preferred Stock are tendered (which condition may be waived
by the Company). See "The Exchange Offer--Expiration Date; Extensions;
Amendments; Termination."

PROCEDURES FOR TENDERING

Each Holder of the Series A Preferred Stock wishing to accept the Exchange
Offer must (i) properly complete and sign the Letter of Transmittal or a
facsimile thereof (all references in this Prospectus to the Letter of
Transmittal shall be deemed to include a facsimile thereof) in accordance with
the instructions contained herein and therein, together with any required
signature guarantees, and deliver the same to , as Exchange Agent,
at either of its addresses set forth in "The Exchange Offer--Exchange Agent" and
either (a) certificates for the Series A Preferred Stock must be received by the
Exchange Agent at such address or (b) such Series A Preferred Stock must be
transferred pursuant to the procedures for book-entry transfer described herein
and a confirmation of such book-entry transfer must be received by the Exchange
Agent, in each case prior to the Expiration Date or (ii) comply with the
guaranteed delivery procedures described herein. See "The Exchange Offer--
General" and "--Procedures for Tendering."

SPECIAL PROCEDURES FOR BENEFICIAL OWNERS

Any beneficial owner whose Series A Preferred Stock is registered in the name
of a broker, dealer, commercial bank, trust company or other nominee and who
wishes to tender should contact such registered holder promptly and instruct
such registered holder to tender on such beneficial owner's behalf. If such
beneficial owner wishes to tender on its own behalf, such owner must, prior to
completing and executing a Letter of Transmittal and delivering its Series A
Preferred Stock, either make appropriate arrangements to register ownership of
the Series A Preferred Stock in such owner's name or obtain a properly completed
stock power from the registered holder. The transfer of registered ownership
may take considerable time and may not be able to be completed prior to the
Expiration Date. See "The Exchange Offer--Procedures for Tendering--Signature
Guarantee."
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GUARANTEED DELIVERY PROCEDURES

If a Holder desires to accept the Exchange Offer and time will not permit a
Letter of Transmittal or Series A Preferred Stock to reach the Exchange Agent
before the Expiration Date or the procedure for book-entry transfer cannot be
completed on a timely basis, a tender may be effected in accordance with the
guaranteed delivery procedures set forth in "The Exchange Offer--Procedures for
Tendering--Guaranteed Delivery."

ACCEPTANCE OF SHARES AND DELIVERY OF DEBENTURES

Upon the terms and subject to the conditions of the Exchange Offer,
including the reservation by the Company of the right to withdraw or terminate
the Exchange Offer and certain other rights, the Company will accept for
exchange shares of Series A Preferred Stock that are properly tendered in the
Exchange Offer and not withdrawn prior to the Expiration Date. Subject to such
terms and conditions, the Debentures issued pursuant to the Exchange Offer will
be issued as of the Issue Date and will be delivered as promptly as practicable
following the Expiration Date. See "The Exchange Offer--Terms of the Exchange
Offer" and "--Expiration Date; Extensions; Amendments; Termination."

CERTAIN FEDERAL INCOME TAX CONSIDERATIONS

The exchange of Series A Preferred Stock for Debentures pursuant to the
Exchange Offer will be a taxable event. Depending on each exchanging
stockholder's particular facts and circumstances, the exchange may be treated as
(1) a transaction in which gain or loss will be recognized in an amount equal to
the difference between the fair market value of the Debentures received in the
exchange and the exchanging stockholder's tax basis in the share of Series A
Preferred Stock surrendered or (ii) a distribution taxable as a dividend in an
amount equal to the fair market value of the Debentures received by such
exchanging stockholder. See "Certain Federal Income Tax Considerations" and
"Certain Federal Tax Considerations for Non-United States Persons."

In the event an Extension Period occurs, holders of the Debentures would
continue under the original issue discount rules to accrue income corresponding
to stated interest on the Debentures for United States federal income tax
purposes. As a result, a holder ordinarily would include such amounts in gross
income in advance of the receipt of cash. A holder that disposes of its
Debentures prior to the record date for payment of interest at the end of an
Extension Period will not receive cash from the Company related to such interest
because such interest will be paid to the holder of record on such record date,
regardless of who the holders of record may have been on other dates during the
Extension Period. The extent to which such a holder would receive a return on
the Debentures for the period it held such Debentures will depend on the market
for the Debentures at the time of disposition. 1In addition, under the original
issue discount rules, a holder will, in effect, be required to accrue the
difference between the fair market value of the Debentures at the time of the
exchange and the stated principal amount as interest income over the term of the
Debentures. See "Certain Federal Income Tax Considerations--Interest and
Original Issue Discount on Debentures."

UNTENDERED SHARES

Holders of Series A Preferred Stock who do not tender their Series A
Preferred Stock in the Exchange Offer or whose Series A Preferred Stock is not
accepted for exchange will continue to hold such Series A Preferred Stock and
will be entitled to all the rights and preferences, and will be subject to all
of the limitations, applicable thereto, including without limitation the
existing restrictions on transfer under the Securities Act. See "The Exchange
Offer--Listing and Trading of Debentures and Series A Preferred Stock; Transfer
Restrictions."
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EXCHANGE AGENT

has been appointed as Exchange Agent in connection with the Exchange

offer.

Questions and requests for assistance,
this Prospectus or of the Letter of Transmittal and requests for Notices of
Guaranteed Delivery should be directed to the Exchange Agent.

requests for additional copies of

The address and

telephone number of the Exchange Agent is set forth in "The Exchange Offer--

Exchange Agent."

DEALER MANAGERS

Goldman, Sachs & Co. and Lehman Brothers Inc.

Managers to solicit exchanges of Series A Preferred Stock for Debentures.

Questions with respect to the Exchange Offer,
this Prospectus or of the Letter of Transmittal and requests for Notices of

have been retained as Dealer

requests for additional copies of

Guaranteed Delivery may be directed to Goldman Sachs & Co. at (800) 323-5678 and

to Lehman Brothers Inc.,

Equity Syndicate Desk at (800) 524-4462.

COMPARISON OF DEBENTURES AND SERIES A PREFERRED STOCK

The following is a brief summary comparison of certain of the principal terms
of the Debentures and the Series A Preferred Stock.

Interest/Dividend Rate

Conversion

DEBENTURES

% annual interest from the Issue Date
(6 1/4% per annum for the period from and
including through the
Expiration Date) payable quarterly in arrears
on February 1, May 1, August 1 and
November 1 of each year, commencing
1, 1995, subject to the

Company's right to extend the interest

payment period from time to time to a

period of up to 20 consecutive calendar
quarters, as described herein. At the end of
each Extension Period the Company shall

pay to the holders all interest then accrued
and unpaid, together with interest thereon,
compounded quarterly, at the rate of interest
on the Debentures.

Convertible into a combination of cash in the
amount of $541.90 and approximately 3.192
shares of Common Stock (equivalent to a
Conversion Price of $143.50 per share of
Common Stock) per $1,000 principal

amount of Debentures converted, subject to
adjustment as described herein.

SERIES A PREFERRED STOCK

6 1/4% annual dividend, payable quarterly in
arrears out of funds legally available therefor
on February 1, May 1, August 1 and

November 1 of each year, when, as and if
declared by the Company's Board of Directors
(the "Board"). All dividends on the Series A
Preferred Stock have been paid to date [and
the Company has declared the dividend

payable on to holders of
recordon .1 In the event
dividends are not paid on a dividend payment
date in the future, holders would not be
entitled to receive interest on any dividend
arrearages.

Convertible into a combination of cash in the
amount of $54.19 and approximately 0.3195
shares of Common Stock per each Series A
Preferred Stock share (equivalent to a
Conversion Price of $143.38 per share of
Common Stock), giving effect to the
adjustment to the consideration deliverable
upon conversion of the Series A Preferred
Stock resulting from the recapitalization of the
Company (the "Recapitalization") on July 12,
1994 and subject to further adjustment as
described herein.



Optional Redemption

Subordination

Voting Rights

Redeemable at the option of the Company at
any time on or after May 1, 1996, in whole

or in part, initially at a redemption price of
104.375% of the principal amount of the
Debentures redeemed, declining ratably to
100% of the principal amount of the
Debentures redeemed from and after May 1,
2003, in each case plus accrued and unpaid
interest to the date fixed for redemption.
The Company may exercise this redemption
option ONLY IF for 20 trading days within any
period of 30 consecutive trading days,
including the last trading day, the last sale
price of the Company Common Stock as

reported by the NYSE Corporate

Transaction Tape exceeds 120% of the
Conversion Price, subject to adjustment as
described herein.

Subordinated to all existing and future

Senior Indebtedness of the Company, and
effectively subordinated to all obligations of
the Company's subsidiaries, but senior to all
Preferred Stock of the Company, including

the Series A Preferred Stock and Series B
Preferred Stock, and to the Common Stock

and any shares of Series C Junior
Participating Preferred Stock ("Series C
Preferred Stock"). On September 30, 1994,
approximately $586 million of such Senior
Indebtedness and approximately $13.3

billion of additional indebtedness, leases and
other obligations of the Company's
subsidiaries (net of those obligations of the
Company to its subsidiaries that are included
in the definition of Senior Indebtedness) not
included in Senior Indebtedness were
outstanding.

None.

Redeemable at the option of the Company at

any time on or after May 1, 1996, in whole

or in part, initially at a redemption price of
104.375% of the liquidation preference of the
Series A Preferred Stock redeemed, declining
ratably to 100% of the liquidation preference
of the Series A Preferred Stock redeemed

from and after May 1, 2003, in each case plus
accumulated and unpaid dividends to the date
fixed for redemption.

Subordinate to claims of creditors, including
holders of the Company's outstanding debt
securities and the Debentures, and effectively
subordinated to all obligations of the
Company's subsidiaries, but on parity with the
Series B Preferred Stock and senior to the
Common Stock and any shares of Series C
Preferred Stock.

None, except in certain circumstances.



Transfer Restrictions; The Debentures and the Common Stock
New York Stock issuable upon conversion thereof will be
Exchange Listing registered under the Securities Act and will
be transferable to the extent permitted
thereunder. The Company intends to apply
to list the Debentures and the Common
Stock issuable upon conversion thereof on

the NYSE.
Dividends Received Interest will not be eligible for the
Deduction dividends received deduction for corporate
stockholders.
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The Series A Preferred Stock and the

Common Stock issuable upon conversion of

such Series A Preferred Stock have not been
and will not be registered under the Securities
Act. The Series A Preferred Stock has not
been and will not be listed on the NYSE. The
Series A Preferred Stock and the Common

Stock issuable upon conversion thereof are
subject to certain significant restrictions on
their transfer under the Securities Act and
pursuant to their terms at original issuance
and unexchanged Series A Preferred Stock

and the Common Stock issued upon

conversion thereof will remain subject to such
transfer restrictions. Beginning February 5,
1996, the Series A Preferred Stock and the
Common Stock issuable upon conversion

thereof may be resold pursuant to Rule 144
under the Securities Act, subject, in certain
cases, to the volume and other limitations of
Rule 144.

Dividends are eligible for the dividends
received deduction for corporate stockholders.



SPECIAL CONSIDERATIONS RELATING TO THE DEBENTURES

Prospective exchanging stockholders should carefully consider, in addition to
the other information set forth elsewhere in this Prospectus, the following:

RIGHT OF COMPANY TO DEFER PAYMENT OF INTEREST

So long as the Company shall not be in default in the payment of interest on
the Debentures, the Company shall have the right, upon prior notice by public
announcement given in accordance with NYSE rules at any time during the term of
the Debentures, to extend any interest payment period from time to time for a
period not exceeding 20 consecutive calendar quarters (each, an "Extension
Period"). No interest shall be due and payable during an Extension Period, but
on the interest payment date occurring at the end of each Extension Period the
Company shall pay to the holders of record on the record date for such interest
payment date (regardless of who the holders of record may have been on other
dates during the Extension Period) all accrued and unpaid interest on the
Debentures, together with interest thereon, compounded quarterly.

Upon the termination of any Extension Period and the payment of all interest
then due, the Company may commence a new Extension Period. After prior notice
given by public announcement in accordance with NYSE rules, the Company may also
prepay at any time all or a portion of the interest accrued during an Extension
Period. Consequently, there could be multiple Extension Periods of varying
lengths throughout the term of the Debentures. See "Description of Debentures--
Option to Extend Interest Payment Period."

The Company has no current intention of exercising its right to defer any
interest payment period.

NO CASH PAYMENTS DURING EXTENSION PERIOD TO PAY ACCRUED TAX LIABILITY

In the event an Extension Period occurs, holders of the Debentures would
continue under the original issue discount rules to accrue income corresponding
to stated interest on the Debentures for U.S. federal income tax purposes. As a
result, a holder ordinarily would include such amounts in gross income in
advance of the receipt of cash. A holder that disposes of its Debentures prior
to the record date for payment of interest at the end of an Extension Period
will not receive cash from the Company related to such interest because such
interest will be paid to the holder of record on such record date, regardless of
who the holders of record may have been on other dates during the Extension
Period. The extent to which such a holder would receive a return on the
Debentures for the period it held such Debentures will depend on the market for
the Debentures at the time of disposition. See "Certain Federal Income Tax
Considerations--Interest and Original Issue Discount on Debentures."

SUBORDINATION OF DEBENTURES

The Debentures are unsecured obligations of the Company and will be
subordinate to all Senior Indebtedness (as defined below) of the Company.
Because the Company is a holding company that conducts business through its
subsidiaries, the Debentures will also be effectively subordinated to all
existing and future obligations of the Company's subsidiaries. On September 30,
1994, approximately $586 million of such Senior Indebtedness and approximately
$13.3 billion of additional indebtedness, leases and other obligations of the
Company's subsidiaries (net of those obligations of the Company to its
subsidiaries that are included in the definition of Senior Indebtedness) not
included in Senior Indebtedness were outstanding. See "Description of
Debentures--Subordination."
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POTENTIAL MARKET VOLATILITY DURING EXTENSION PERIOD

As described above, the Company has the right to extend an interest payment
period from time to time for a period not exceeding 20 consecutive calendar
quarters. In the event the Company determines to extend an interest payment
period, or in the event the Company thereafter extends an Extension Period or
prepays interest accrued during an Extension Period as described above, the
market price of the Debentures is likely to be affected. 1In addition, as a
result of such rights, the market price of the Debentures may be more volatile
than other debt instruments with original issue discount that do not have such
rights. A holder that disposes of its Debentures during an Extension Period,
therefore, may not receive the same return on its investment as a holder that
continues to hold its Debentures. See "Description of Debentures--Option to
Extend Interest Payment Period."

CASH CONVERSION CONSIDERATION NOT ESCROWED

Upon conversion of the Series A Preferred Stock or the Debentures, the holder
of the Series A Preferred Stock or the Debentures, as the case may be, is
entitled to receive $54.19 for each share of Series A Preferred Stock or $541.90
for each Debenture such holder converts in addition to the Common Stock
receivable upon such conversion. The Company is not obligated to and has not
set aside or escrowed any cash to be issued in connection with such conversions
and there can be no assurance that a sufficient amount of cash will be available
at the time that a holder elects to convert its shares of Series A Preferred
Stock or Debentures. If all of the outstanding untendered Series A Preferred
Stock and all of the Debentures offered hereby are converted into Common Stock,
the Company would be required to pay approximately $325 million to the holders
of the Debentures upon conversion. The Company's consolidated cash, cash
equivalents and short-term investments at December 31, 1994 aggregated
approximately $1.5 billion.

EXCHANGE OFFER AS TAXABLE EVENT

The exchange of Series A Preferred Stock for Debentures pursuant to the
Exchange Offer will be a taxable event. Depending on each exchanging
stockholder's particular facts and circumstances, the exchange may be treated as
(i) a transaction in which gain or loss will be recognized in an amount equal to
the difference between the fair market value of the Debentures received in the
exchange and the exchanging stockholder's tax basis in the shares of Series A
Preferred Stock surrendered or (ii) a distribution taxable as a dividend in an
amount equal to the fair market value of the Debentures received by such
exchanging stockholder. See "Certain Federal Income Tax Considerations" and
"Certain Federal Tax Considerations for Non-United States Persons." All holders
of Series A Preferred Stock are advised to consult their own tax advisors
regarding the federal, state, local and foreign tax consequences of the exchange
of Series A Preferred Stock.

ORIGINAL ISSUE DISCOUNT

Under the original issue discount rules, a holder will, in effect, be
required to accrue the difference between the fair market value of the
Debentures at the time of the exchange and the stated principal amount as
interest income over the term of the Debentures. See "Certain Federal Income
Tax Considerations--Interest and Original Issue Discount on Debentures."

CORPORATE GOVERNANCE

The Company's restated certificate of incorporation (the "Restated
Certificate") provides, among other things, that until the Sunset (as defined
under "Description of Capital Stock--Corporate Governance--Sunset"), the
Company's board of directors (the "Board") and committees thereof are required
to consist of directors elected by certain stockholders and Board actions be
approved by specified numbers of directors, including, in some cases, directors
elected by certain classes of the Company's stockholders. 1In addition, until
the Sunset the Company's
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ability to take certain specified actions without the consent of or the vote of
certain of the Company's stockholders is limited. See "Description of Capital
Stock--Corporate Governance."

REDUCTION IN SHAREHOLDERS' EQUITY

To the extent that shares of Series A Preferred Stock are exchanged for
Debentures, the Company's shareholders' equity will be reduced. If all of the
outstanding shares of Series A Preferred Stock were exchanged for Debentures, on
a pro forma basis at September 30, 1994, shareholders' equity would have been
reduced by approximately $525 million, from a deficit of $328 million to a
deficit of $853 million. A reduction in the level of shareholders' equity could
be viewed negatively by financial institutions which may limit the Company's
ability to effect future financings. A reduction in shareholders' equity could
also affect the Company's ability to pay dividends on the Company's outstanding
capital stock, including the Series A Preferred Stock. The Delaware General
Corporation Law (the "DGCL") requires that dividends may only be made from
surplus or the net profits of the Company for the fiscal year in which the
dividend is declared and/or the preceding fiscal year. For purposes of the
DGCL, surplus equals the excess, if any, at any given time, of the net assets of
the corporation over stated capital. Since the Exchange Offer would increase
the Company's indebtedness and reduce shareholders' equity the Company's ability
to pay dividends could be reduced. 1In addition, dividends may not be paid if
after giving effect to such dividends, the Company would not be able to pay its
debts as they become due in the usual course of business.
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THE COMPANY

UAL Corporation, a Delaware corporation (the "Company"), is a holding company
and its primary subsidiary is United Air Lines, Inc., a Delaware corporation
("United"), which is wholly-owned. At the end of 1994, United served 152
airports in the United States and 31 foreign countries. During 1994, United
averaged 2,004 departures daily, flew a total of 108 billion revenue passenger
miles and carried an average of 203,400 passengers per day. At the end of 1994,
United's fleet of aircraft totaled 543. United's major hub operations are
located at Chicago, Denver, San Francisco, Washington, D.C., London and Tokyo.

RECENT DEVELOPMENTS
RECAPITALIZATION

Oon July 12, 1994, the stockholders of the Company approved a plan of
recapitalization that provides an approximately 55% equity and voting interest
in the Company to certain employees of United in exchange for wage concessions
and work-rule changes. The employees' equity interest will be allocated to
individual employee accounts through the year 2000 under Employee Stock
Ownership Plans ("ESOPs") which were created as a part of the Recapitalization.
Since the ESOP shares will be allocated over time, the current ownership
interest held by employees is substantially less than 55%. The entire 55% ESOP
voting interest is currently exercisable, which generally will be voted by the
ESOP trustee at the direction of, and on behalf of, the employees participating
in the ESOPs. The employee interest may increase to up to 63%, depending on the
average market value of a share of Common Stock between July 13, 1994 and July
12, 1995. Based on the average market value of a share of Common Stock through
January 30, 1995 the market value of Common Stock for the remainder of the
measuring period would have to average at least $187 7/8 for any adjustment to
be made in the ESOP percentage interest. In connection with the
Recapitalization, holders of the Company's old common stock received
approximately $2.1 billion in cash and the remaining 45% (subject to reduction,
as described above, to not less than 37%) of the equity in the form of Common
Stock. Each share of old common stock was converted into 0.5 shares of Common
Stock and cash in lieu of fractional shares plus a cash payment of $84.81. The
conversion of certain convertible securities and the exercise of certain stock
options could result in additional distributions of up to $428 million, based on
the amount of convertible securities and stock options outstanding on December
31, 1994. Distributions on account of stock option exercises would be reduced by
cash proceeds on the exercise of the options. In connection with the
Recapitalization, United issued $370 million of 10.67% debentures due in 2004
(the "10.67% Debentures") and $371 million of 11.21% Debentures due 2014 (the
"11.21% Debentures") and the Company issued Series B 12 1/4% preferred stock
(the "Series B Preferred Stock") with an aggregate liquidation preference of
$410 million. Approximately $169 million of one-time costs, before any related
taxes, were incurred in connection with the Recapitalization, including
transaction costs and severance payments to certain former United employees.

The Delaware Court of Chancery, after a fairness hearing on January 24,1995,
approved the proposed settlement of two stockholder class actions challenging
the Recapitalization and awarded the plaintiffs $5.1 million in costs and
attorneys' fees.

FINANCIAL RESULTS

On January 24, 1995, the Company reported consolidated fourth quarter net
earnings of $11 million versus a net loss in the same period in 1993 of $64
million. The 1993 loss included a $25 million after-tax charge related to the
merger of United's computer reservation system affiliates. Operating earnings
for the quarter were $78 million versus $19 million in 1993. After preferred
dividend requirements, the fourth quarter results represented a loss of $0.98
per share of Common Stock versus a 1993 loss of $3.02 per share of Common Stock.
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For the full year 1994, the Company reported preliminary consolidated
unaudited operating earnings of $521 million on operating revenues of $13,950
million. Unaudited net earnings for the year were $51 million. After preferred
dividend requirements, the reported full year financial results represent a loss
of $0.61 per share.
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PRICE RANGE OF COMMON STOCK AND DIVIDENDS

The Common Stock is traded principally on the NYSE, and are also listed on
the Chicago Stock Exchange and the Pacific Stock Exchange. The following sets
forth for the periods indicated the high and low closing sales prices per share
of the Company's old common stock outstanding immediately prior to the
Recapitalization and of the Common Stock on the NYSE Composite Tape.

HIGH Low
OLD COMMON STOCK:
1993
First Quarter..........coviiiiivinnnnn 132 1/4 110 3/4
Second QuUarter.......c.oueeirrrrrnnnnn 149 3/4 118
Third Quarter........ccovviiiiinnnnn 150 1/2 121 5/8
Fourth Quarter...................... 155 1/2 135 7/8
1994
First Quarter.............. ... ... ... 150 123 3/4
Second Quarter.........cooiuiirinnnan 130 1/2 115 1/8
Third Quarter (through July 12)..... 130 1/2 125 1/2
COMMON STOCK:
1994
Third Quarter (from July 13)........ 105 86 3/4
Fourth Quarter...................... 96 7/8 83 1/8
1995
First Quarter (through February 2).. 99 5/8 89 1/2

For a recent last reported sales price of the Common Stock on the NYSE, see
the cover page of this Prospectus.

The Recapitalization was consummated on July 12, 1994. In connection with
the Recapitalization, holders of the Company's old common stock received one-
half of a share of Common Stock and $84.81 for each share of old common stock.
As a result of the foregoing, the price per share of old common stock is not
comparable to the price per share of the Common Stock.

The Company has not paid cash dividends on its common stock since 1987. The
payment of any future dividends on the Common Stock and the amount thereof will
be determined by the Board in light of earnings, the financial condition of the
Company and other relevant factors.
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CAPITALIZATION

The following table sets forth the unaudited consolidated capitalization of
the Company at September 30, 1994 and as adjusted to give effect to the Exchange
offer (assuming that 50% and 100% of the outstanding shares of the Series A

Preferred Stock are exchanged).

Short-term borrowings, long-term debt maturing
within one year and current obligations
under capital leases............iiiinnnnnnnnnns

Long-term debt, excluding portion due within
ONE YA . vttt ettt e e
Secured NOtES. .. ittt i i
Deferred purchase certificates................
Debentures. ... ... .. i i
Convertible debentures (b)....................
Promissory notes........... ..
Unamortized discount on debt (b)..............

Long-term obligations under capital leases........

Total long-term debt and capital lease
0bligationsS. ... i e

Class 2 ESOP Preferred Stock, $.01 par
L= 0 0= (= )

Shareholders' equity:

Series A Preferred Stock, $.01 stated value...
Series B Preferred Stock, $.01 stated value...
Class 1 ESOP Preferred Stock, $.01 par value..
Class 2 ESOP Preferred Stock, $.01 par value..
Class P, M and S Voting Preferred Stock,

$.01 par value. .. ..vvriii i
Class I, Pilot MEC, IAM and SAM

Preferred Stock, $.01 par value...........
Common Stock, $.01 par value..................
Additional capital invested (b)...............
Retained earnings (deficit)...................
Other equity adjustments......................
Unearned ESOP Preferred Stock.................
Common stock held in treasury.................

Total shareholders' equity................

Total capitalization..................

September 30, 1994

Assuming
50% Exchange

Assuming
100% Exchange

(a) The Class 2 ESOP Preferred Stock committed to be contributed to the
Supplemental ESOP (as defined under "Description of Capital Stock--The
ESOP Preferred Stock") is reported outside of equity because the
employees can elect to receive their "book entry" shares from the

Company in cash upon termination of employment.
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(b)

Assuming a 50% exchange, the Debentures that will be issued are expected to
have an aggregate principal amount of $300 million and an aggregate fair
market value of $263 million as of the date of exchange. Assuming a 100%
exchange, the Debentures that will be issued are expected to have an
aggregate principal amount of $600 million and an aggregate fair market
value of $525 million as of the date of exchange.

The difference between the aggregate principal amount and the aggregate
fair market value of the Debentures is classified as a debt discount. The
difference between the fair market value of the Debentures and the carrying
value of the Preferred Stock is credited to additional capital invested. To
the extent the actual aggregate fair market value of the Debentures at the
date of exchange differs from the expected amounts, the balances of the
unamortized debt discount and additional capital invested will change
accordingly.

-18-



SELECTED CONSOLIDATED FINANCIAL AND OPERATING INFORMATION

The following should be read in conjunction with the Company's Consolidated
Financial Statements and the related notes thereto. The financial information
for each of the years in the three-year period ended December 31, 1993 and as of
December 31, 1993 and 1992 has been derived from the consolidated financial
statements of the Company incorporated herein by reference which have been
audited by Arthur Andersen LLP, independent public accountants, as indicated in
their reports incorporated by reference herein. Reference is made to said
reports for the years 1993 and 1992 which include an explanatory paragraph with
respect to the changes in methods of accounting for income taxes and
postretirement benefits other than pensions as discussed in the notes to the
consolidated financial statements for such years. The summary for each of the
years in the two year period ended December 31, 1990 and as of December 31,
1991, 1990 and 1989 has been derived from separate audited consolidated
financial statements of the Company.

The financial information for each of the nine-month periods ended
September 30, 1994 and 1993 has been derived from the Company's unaudited
consolidated financial statements incorporated by reference herein. The
information for interim periods is unaudited, but, in the opinion of management,
reflects all adjustments (which, except for the effects of the employee
investment transaction, include only normal recurring adjustments) necessary for
a fair presentation of the results of operations for such periods. Results for
interim periods should not be considered as indicative of results for any other
periods or for the year. See "Incorporation of Certain Documents by Reference."

NINE MONTHS ENDED
SEPTEMBER 30, YEAR ENDED DECEMBER 31,

(DOLLARS IN MILLIONS, EXCEPT PER SHARE AMOUNTS)
STATEMENT OF OPERATIONS DATA:

Operating revenues(a)........ovvvvuuun.. $ 10,5112 $ 9,978 $ 13,325 $ 11,853 $ 10,706 $ 10,296
Earnings (loss) from operations......... 443 244 263 (538) (494) (36)
Earnings (loss) before extraordinary

item and cumulative effect of

accounting changes.................... 66 34 (31) (417) (332) 94
Net earnings (loss)............ ..o, 40 15 (50) (957) (332) 94
Earnings (loss) per common share

before extraordinary item and

cumulative effect of accounting

ChaNgeS . vttt 1.25 0.39 (2.64) (17.34) (14.31) 4.33
Net earnings (loss)
per common share(b)................... 0.03 (0.38) (3.40) (39.75) (14.31) 4.33

STATEMENT OF FINANCIAL POSITION DATA (at
end of period):
TOtal @SSeLES. . vvrernein e 12,312 12,953 12,840 12,257 9,876 7,983
Total long-term debt and capital
lease obligations, including current

POrEiON. « ettt ittt e 4,290 3,700 3,735 3,783 2,531 1,327
Shareholders' equity...........covvvvnn (328) 1,302 1,203 706 1,597 1,671
Book value per common share(c).......... (107.80) 28.72 24.55 29.11 67.21 76.34

OTHER DATA:
Ratio of earnings to fixed charges...... 1.14 1.01 (d) (d) (d) 1.16
Ratio of earnings to fixed charges
and preferred stock dividends......... 1.13 1.01 (d) (d) (d) 1.16
UNITED OPERATING DATA:
Revenue passengers (millions)........... 55 53 70 67 62 58
Average length of a passenger trip in

T = 1,473 1,453 1,450 1,390 1,327 1,322
Revenue passenger miles (millions)...... 81,292 76,576 101, 258 92,690 82.290 76,137
Available seat miles (millions)......... 113,790 113,557 150,728 137,491 124,100 114,995
Passenger load factor................... 71.4% 67.4% 67.2% 67.4% 66.3% 66.2%
Break even passenger load factor........ 68.1% 65.3% 65.5% 70.6% 69.7% 66.5%
Revenue per passenger mile.............. 11.4c 11.6c 11.6c 11.3c 11.5c 11.8c
Cost per available seat mile............ 8.8C 8.4c 8.5C 8.9c 9.0c 9.0c
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$ 9,288

465

324
324

14.96

14.96

7,194

1,405
1,564
71.64

55

1,269

69, 639

104,547
66.6%
62.8%
11.6c
8.4c



Average price per gallon of jet fuel.... 58.2c 63.9c 63.6C

(b)

(c)

(d)

In the first quarter of 1994, United began recording certain air
transportation price adjustments, which were previously recorded as
commission expense, as adjustments to revenues. Operating revenues and
certain operating statistics for periods prior to 1994 have been adjusted
to conform with the current presentation. See the Company's Current Report
on Form 8-K dated May 3, 1994 which is incorporated by reference in this
Prospectus.

In connection with the July 1994 recapitalization, each old common share
was exchanged for one half new common share. As required under generally
accepted accounting principles for transactions of this type, the
historical weighted average shares outstanding have not been restated.
Thus, direct comparisons between 1994 and prior years' per share amounts
are not meaningful. For the nine months ended September 30, 1994, certain
common stock equivalents were dilutive; however, primary and fully diluted
earnings per share were the same. For all other periods, common stock
equivalents were not dilutive.

Book value per common share represents total equity, less the aggregate
liquidation value of preferred stock, divided by actual common shares
outstanding.

Earnings were insufficient to cover both fixed charges and fixed charges
and preferred stock dividends by $98 million in 1993, by $748 million in
1992 and by $599 million in 1991.
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THE EXCHANGE OFFER
GENERAL

Participation in the Exchange Offer is voluntary and Holders should
carefully consider whether to accept. Neither the Board nor the Company makes
any recommendation to Holders as to whether to tender or refrain from tendering
in the Exchange Offer. Holders of the Series A Preferred Stock are urged to
consult their financial and tax advisors in making their own decisions on what
action to take in light of their own particular circumstances.

Unless the context requires otherwise, the term "Holder" with respect to
the Exchange Offer means (i) any person in whose name any shares of Series A
Preferred Stock are registered on the books of the Company or (ii) any other
person who has obtained a properly completed stock power from the registered
holder, or (iii) any person whose shares of Series A Preferred Stock are held of
record by The Depository Trust Company ("DTC") who desires to deliver such
Series A Preferred Stock by book-entry transfer at DTC.

PURPOSE OF THE EXCHANGE OFFER

The principal purpose of the Exchange Offer is to improve the Company's
after-tax cash flow by replacing the Series A Preferred Stock with the
Debentures. The potential cash flow benefit to the Company arises because
interest payable on the Debentures (whether paid currently or deferred under the
terms of the Debentures) should be deductible by the Company as it accrues for
federal income tax purposes, while dividends payable on the Series A Preferred
Stock are not deductible. The extent of this cash flow benefit, however, cannot
be predicted because it depends upon the number of shares of Series A Preferred
Stock exchanged pursuant to the Exchange Offer, upon the Company's federal
income tax position in any year and the period of time the Debentures remain
outstanding. Neither the Company's ability to defer interest payments on the
Debentures nor the lack of voting rights on the part of holders of the
Debentures is a purpose of the Company in making the Exchange Offer.

Except as described herein, the Company has no present plans or intention
to make acquisitions of or offers for the Series A Preferred Stock. However, if
any shares of Series A Preferred Stock remain outstanding after the expiration
of the Exchange Offer, the Company will continue to monitor the market for the
Series A Preferred Stock and reserves the right, in its sole discretion, to
acquire and to make offers for Series A Preferred Stock subsequent to the
Expiration Date for cash or in exchange for other securities, by optional
redemption or otherwise. The terms of any such acquisitions or offers may
differ from the terms of the Exchange Offer. Such acquisitions or offers, if
any, may depend upon, among other things, the price and availability of such
shares and the Company's tax position.

TERMS OF THE EXCHANGE OFFER

Upon the terms and subject to the conditions set forth herein and in the
Letter of Transmittal, the Company will exchange up to $600,000,000 aggregate
principal amount of Debentures for up to all of the outstanding shares of Series
A Preferred Stock. The Debentures are offered in minimum denominations of
$1,000 and integral multiples thereof, and the Series A Preferred Stock has a
liquidation preference of $100 per share. Consequently, the Exchange Offer will
be effected on a basis of $1,000 principal amount of Debentures for every ten
shares of Series A Preferred Stock validly tendered and accepted for exchange.
The Company will pay cash to tendering Holders of Series A Preferred Stock in
lieu of issuing Debentures with a principal amount of less than $1,000. Upon
the terms and subject to the conditions set forth herein and in the Letter of
Transmittal, the Company will accept Series A Preferred Stock validly tendered
and not withdrawn as promptly as practicable after the Expiration Date unless
the Exchange Offer has been withdrawn or terminated. The Company will not
accept Series A Preferred Stock for exchange prior to the Expiration Date. The
Company expressly reserves the right, in its sole discretion, to delay
acceptance for exchange of Series A Preferred Stock tendered under the Exchange
Offer or the exchange of the Debentures for the Series A Preferred Stock
accepted for exchange (subject to Rules 13e-4 and 14e-
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1 under the Exchange Act, which require that the Company consummate the Exchange
Offer or return the Series A Preferred Stock deposited by or on behalf of the
Holders thereof promptly after the termination or withdrawal of the Exchange
Offer), or to withdraw or terminate the Exchange Offer and not accept any Series
A Preferred Stock at any time for any reason. 1In all cases, except to the
extent waived by the Company, delivery of Debentures in exchange for the Series
A Preferred Stock accepted for exchange pursuant to the Exchange Offer will be
made only after timely receipt by the Exchange Agent of Series A Preferred Stock
(or confirmation of book-entry transfer thereof), a properly completed and duly
executed Letter of Transmittal and any other documents required thereby.

As of February 2, 1995, there were 5,999,900 shares of Series A Preferred
Stock outstanding. This Prospectus, together with the Letter of Transmittal, is
being sent to all registered Holders as of _, 1995.

The Company shall be deemed to have accepted validly tendered Series A
Preferred Stock (or defectively tendered Series A Preferred Stock with respect
to which the Company has waived such defect) when, as and if the Company has
given oral or written notice thereof to the Exchange Agent. The Exchange Agent
will act as agent for the tendering Holders for the purpose of receiving the
Debentures from the Company and remitting such Debentures to tendering Holders.
Upon the terms and subject to the conditions of the Exchange Offer, delivery of
Debentures in exchange for Series A Preferred Stock will be made as promptly as
practicable after the Expiration Date.

If any tendered Series A Preferred Stock is not accepted for exchange
because of an invalid tender, the occurrence of certain other events set forth
herein or otherwise, unless otherwise requested by the Holder under "Special
Delivery Instructions" in the Letter of Transmittal, such Series A Preferred
Stock will be returned, without expense, to the tendering Holder thereof (or in
the case of Series A Preferred Stock tendered by book-entry transfer into the
Exchange Agent's account at DTC, such Series A Preferred Stock will be credited
to an account maintained at DTC designated by the participant therein who so
delivered such Series A Preferred Stock), as promptly as practicable after the
Expiration Date or the withdrawal or termination of the Exchange Offer.

Holders of Series A Preferred Stock will not have any appraisal or
dissenters' rights under the DGCL in connection with the Exchange Offer. The
Company intends to conduct the Exchange Offer in accordance with the applicable
requirements of the Exchange Act and the rules and regulations of the Commission
thereunder.

Holders who tender Series A Preferred Stock in the Exchange Offer will not
be required to pay brokerage commissions or fees or, subject to the instructions
in the Letter of Transmittal, transfer taxes with respect to the exchange of
Series A Preferred Stock pursuant to the Exchange Offer. See "--Fees and
Expenses."

EXPIRATION DATE; EXTENSIONS; AMENDMENTS; TERMINATION

The Exchange Offer will expire on the Expiration Date. The term
"Expiration Date" shall mean 5:00 p.m., New York City time, on
__, 1995, unless the Company, in its sole discretion, extends the Exchange
offer, in which case the term "Expiration Date" shall mean the latest date and
time to which the Exchange Offer is extended.

The Company reserves the right to extend the Exchange Offer in its sole
discretion at any time and from time to time by giving oral or written notice to
the Exchange Agent and by timely public announcement communicated, unless
otherwise required by applicable law or regulation, by making a release to the
Dow Jones News Service. During any extension of the Exchange Offer, all Series
A Preferred Stock previously tendered pursuant to the Exchange Offer and not
withdrawn will remain subject to the Exchange Offer.

The Company expressly reserves the right to (i) amend or modify the terms
of the Exchange Offer in any manner and (ii) withdraw or terminate the Exchange
offer and not accept for exchange any Series A Preferred
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Stock, at any time for any reason, including (without limitation) if fewer than

shares of Series A Preferred Stock are tendered (which condition may
be waived by the Company). If the Company makes a material change in the terms
of the Exchange Offer or if it waives a material condition of the Exchange
offer, the Company will extend the Exchange Offer. The minimum period for which
the Exchange Offer will be extended following a material change or waiver, other
than a change in the amount of Series A Preferred Stock sought for exchange,
will depend upon the facts and circumstances, including the relative materiality
of the change or waiver. With respect to a change in the amount of Series A
Preferred Stock sought, the offer will be extended for a minimum of ten business
days following public announcement of such change. Any withdrawal or
termination of the Exchange Offer will be followed as promptly as practicable by
public announcement thereof. In the event the Company withdraws or terminates
the Exchange Offer, it will give immediate notice to the Exchange Agent, and all
Series A Preferred Stock theretofore tendered pursuant to the Exchange Offer
will be returned promptly to the tendering Holders thereof. See "--Withdrawal
of Tenders."

ACCUMULATED DIVIDENDS AND INTEREST ON DEBENTURES

The Debentures will bear interest at an annual rate of % from the first
day following the Expiration Date (the "Issue Date") or from the most recent
interest payment date to which interest has been paid or duly provided for. The
dividend on the Series A Preferred Stock payable on will be payable
to stockholders of record on , regardless of when shares of the
Series A Preferred Stock are tendered pursuant to the Exchange Offer. Dividends
accumulated after will not be paid on Series A Preferred Stock
accepted for exchange in the Exchange Offer. 1In lieu thereof, holders of
Debentures will be entitled to interest at a rate of 6 1/4% per annum (equal to
the stated dividend rate on the Series A Preferred Stock) from
through the Expiration Date, payable at the time of the first interest payment
on the Debentures. See "Description of Debentures--Interest."

PROCEDURES FOR TENDERING

The tender of Series A Preferred Stock by a Holder thereof pursuant to one
of the procedures set forth below will constitute an agreement between such
Holder and the Company in accordance with the terms and subject to the
conditions set forth herein and in the Letter of Transmittal.

Each Holder of the Series A Preferred Stock wishing to accept the Exchange
Ooffer must (i) properly complete and sign the Letter of Transmittal or a
facsimile thereof (all references in this Prospectus to the Letter of
Transmittal shall be deemed to include a facsimile thereof) in accordance with
the instructions contained herein and therein, together with any required
signature guarantees, and deliver the same to the Exchange Agent, at either of
its addresses set forth in "--Exchange Agent" and either (a) certificates for
the Series A Preferred Stock must be received by the Exchange Agent at such
address or (b) such Series A Preferred Stock must be transferred pursuant to the
procedures for book-entry transfer described below and a confirmation of such
book-entry transfer must be received by the Exchange Agent, in each case prior
to the Expiration Date or (ii) comply with the guaranteed delivery procedures
described below.

LETTERS OF TRANSMITTAL, SERIES A PREFERRED STOCK AND ANY OTHER REQUIRED
DOCUMENTS SHOULD BE SENT ONLY TO THE EXCHANGE AGENT, NOT TO THE COMPANY OR THE
DEALER MANAGERS.

Signature Guarantees. If tendered Series A Preferred Stock is registered
in the name of the signer of the Letter of Transmittal and the Debentures to be
issued in exchange therefor are to be issued (and any untendered Series A
Preferred Stock is to be reissued) in the name of the registered Holder (which
term, for the purposes described herein, shall include any participant in DTC
whose name appears on a security listing as the owner of Series A Preferred
Stock), the signature of such signer need not be guaranteed. If the tendered
Series A Preferred Stock is registered in the name of someone other than the
signer of the Letter of Transmittal, such tendered Series A Preferred Stock must
be endorsed or accompanied by written instruments of transfer in form
satisfactory to the
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Company and duly executed by the registered Holder, and the signature on the
endorsement or instrument of transfer must be guaranteed by a financial
institution (including most banks, savings and loans associations and brokerage
houses) that is a participant in the Security Transfer Agents Medallion Program
or The New York Stock Exchange Medallion Signature Guarantee Program or the
Stock Exchange Medallion Program (any of the foregoing hereinafter referred to
as an "Eligible Institution"). If the Debentures and/or Series A Preferred
Stock not exchanged are to be delivered to an address other than that of the
registered Holder appearing on the register for the Series A Preferred Stock,
the signature in the Letter of Transmittal must be guaranteed by an Eligible
Institution. Any beneficial owner whose Series A Preferred Stock is registered
in the name of a broker, dealer, commercial bank, trust company or other nominee
and who wishes to tender should contact such registered holder promptly and
instruct such registered holder to tender on such beneficial owner's behalf. If
such beneficial owner wishes to tender on its own behalf, such owner must, prior
to completing and executing a Letter of Transmittal and delivering its Series A
Preferred Stock, either make appropriate arrangements to register ownership of
the Series A Preferred Stock in such owner's name or obtain a properly completed
stock power from the registered holder. The transfer of registered ownership
may take considerable time and may not be able to be completed prior to the
Expiration Date.

THE METHOD OF DELIVERY OF SERIES A PREFERRED STOCK AND ALL OTHER DOCUMENTS
IS AT THE ELECTION AND RISK OF THE HOLDER. IF SENT BY MAIL, IT IS RECOMMENDED
THAT REGISTERED MAIL, RETURN RECEIPT REQUESTED, BE USED, PRIOR INSURANCE
OBTAINED, AND THE MAILING BE MADE SUFFICIENTLY IN ADVANCE OF THE EXPIRATION DATE
TO PERMIT DELIVERY TO THE EXCHANGE AGENT ON OR BEFORE THE EXPIRATION DATE.

Book-Entry Transfer. The Company understands that the Exchange Agent will
make a request promptly after the date of this Prospectus to establish accounts
with respect to the Series A Preferred Stock at DTC for the purpose of
facilitating the Exchange Offer, and subject to the establishment thereof, any
financial institution that is a participant in DTC's system may make book-entry
delivery of Series A Preferred Stock by causing DTC to transfer such Series A
Preferred Stock into the Exchange Agent's account with respect to the Series A
Preferred Stock in accordance with DTC's Automated Tender Offer Program ("ATOP")
procedures for such book-entry transfers. However, the exchange for the Series
A Preferred Stock so tendered will only be made after timely confirmation (a
"Book-Entry Confirmation") of such Book-Entry Transfer of Series A Preferred
Stock into the Exchange Agent's account, and timely receipt by the Exchange
Agent of an Agent's Message (as such term is defined in the next sentence) and
any other documents required by the Letter of Transmittal. The term "Agent's
Message" means a message, transmitted by the Book-Entry Transfer Facility and
received by the Exchange Agent and forming a part of a Book-Entry Confirmation,
which states that the Book-Entry Transfer Facility has received an express
acknowledgement from a participant tendering Series A Preferred Stock that is
the subject of such Book-Entry Confirmation that such participant has received
and agrees to be bound by the terms of the Letter of Transmittal, and that the
Company may enforce such agreement against such participant.

Guaranteed Delivery. If a Holder desires to accept the Exchange Offer and
time will not permit a Letter of Transmittal or Series A Preferred Stock to
reach the Exchange Agent before the Expiration Date or the procedure for book-
entry transfer cannot be completed on a timely basis, a tender may be effected
if the Exchange Agent has received at its office prior to the Expiration Date, a
letter, a telegram or facsimile transmission from an Eligible Institution
setting forth the name and address of the tendering Holder, the name(s) in which
the Series A Preferred Stock is registered and, if the Series A Preferred Stock
is held in certificated form, the certificate number of the Series A Preferred
Stock to be tendered, and stating that the tender is being made thereby and
guaranteeing that within five NYSE trading days after the date of execution of
such letter, telegram or facsimile transmission by the Eligible Institution, the
Series A Preferred Stock in proper form for transfer together with a properly
completed and duly executed Letter of Transmittal (and any other required
documents), or a confirmation of book-entry transfer of such Series A Preferred
Stock into the Exchange Agent's account at DTC, will be delivered by such
Eligible Institution. Unless the Series A Preferred Stock being tendered by the
above-described method is deposited with the Exchange Agent within the time
period set forth above (accompanied or preceded by a properly completed Letter
of Transmittal and any other required documents) or a confirmation of book-entry
transfer of such Series A

-24-



Preferred Stock into the Exchange Agent's account at DTC in accordance with
DTC's ATOP procedures is received, the Company may, at its option, reject the
tender. Copies of a Notice of Guaranteed Delivery which may be used by Eligible
Institutions for the purposes described in this paragraph are available from the
Exchange Agent.

Miscellaneous. All questions as to the validity, form, eligibility
(including time of receipt) and acceptance for exchange of any tender of Series
A Preferred Stock will be determined by the Company, whose determination will be
final and binding. The Company reserves the absolute right to reject any or all
tenders not in proper form or the acceptance for exchange of which may, in the
opinion of the Company's counsel, be unlawful. The Company also reserves the
absolute right to waive any defect or irregularity in the tender of any Series A
Preferred Stock, and the Company's interpretation of the terms and conditions of
the Exchange Offer (including the Instructions in the Letter of Transmittal)
will be final and binding. None of the Company, the Exchange Agent or the
Dealer Managers or any other person will be under any duty to give notification
of any defects or irregularities in tenders or incur any liability for failure
to give any such notification.

Tenders of Series A Preferred Stock involving any irregularities will not
be deemed to have been made until such irregularities have been cured or waived.
Series A Preferred Stock received by the Exchange Agent that is not validly
tendered and as to which the irregularities have not been cured or waived will
be returned by the Exchange Agent to the tendering Holder (or in the case of
Series A Preferred Stock tendered by book-entry transfer into the Exchange
Agent's account at DTC, such Series A Preferred Stock will be credited to an
account maintained at DTC designated by the participant therein who so delivered
such Series A Preferred Stock), unless otherwise requested by the Holder in the
Letter of Transmittal, as promptly as practicable after the Expiration Date or
the withdrawal or termination of the Exchange Offer.

LETTER OF TRANSMITTAL

The Letter of Transmittal contains, among other things, the following terms
and conditions, which are part of the Exchange Offer.

The party tendering Series A Preferred Stock for exchange (the
"Transferor") exchanges, assigns and transfers the Series A Preferred Stock to
the Company and irrevocably constitutes and appoints the Exchange Agent as the
Transferor's agent and attorney-in-fact to cause the Series A Preferred Stock to
be assigned, transferred and exchanged. The Transferor represents and warrants
that it has full power and authority to tender, exchange, assign and transfer
the Series A Preferred Stock and to acquire Debentures issuable upon the
exchange of such tendered Series A Preferred Stock, and that, when the same are
accepted for exchange, the Company will acquire good and unencumbered title to
the tendered Series A Preferred Stock, free and clear of all liens,
restrictions, charges and encumbrances and not subject to any adverse claim.

The Transferor also warrants that it will, upon request, execute and deliver any
additional documents deemed by the Company to be necessary or desirable to
complete the exchange, assignment and transfer of tendered Series A Preferred
Stock or transfer ownership of such Series A Preferred Stock on the account
books maintained by DTC. All authority conferred by the Transferor will survive
the death, bankruptcy or incapacity of the Transferor and every obligation of
the Transferor shall be binding upon the heirs, legal representatives,
successors, assigns, executors and administrators of such Transferor.

WITHDRAWAL OF TENDERS

Tenders of Series A Preferred Stock pursuant to the Exchange Offer may be
withdrawn at any time prior to the Expiration Date and, unless accepted for
exchange by the Company, may be withdrawn at any time after 40 business days
after the date of this Prospectus.

To be effective, a written notice of withdrawal delivered by mail, hand
delivery or facsimile transmission must be timely received by the Exchange Agent
at the address set forth in the Letter of Transmittal. The method of
notification is at the risk and election of the Holder. Any such notice of
withdrawal must specify (i) the Holder
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named in the Letter of Transmittal as having tendered Series A Preferred Stock
to be withdrawn, (ii) if the Series A Preferred Stock is held in certificated
form, the certificate numbers of the Series A Preferred Stock to be withdrawn,
(iii) that such Holder is withdrawing his election to have such Series A
Preferred Stock exchanged, and (iv) the name of the registered Holder of such
Series A Preferred Stock, and must be signed by the Holder in the same manner as
the original signature on the Letter of Transmittal (including any required
signature guarantees) or be accompanied by evidence satisfactory to the Company
that the person withdrawing the tender has succeeded to the beneficial ownership
of the Series A Preferred Stock being withdrawn. The Exchange Agent will return
the properly withdrawn Series A Preferred Stock promptly following receipt of
notice of withdrawal. If Series A Preferred Stock has been tendered pursuant to
the procedure for book-entry transfer, any notice of withdrawal must specify the
name and number of the account at DTC to be credited with the withdrawn Series A
Preferred Stock and otherwise comply with DTC's procedures. All questions as to
the validity of notice of withdrawal, including time of receipt, will be
determined by the Company, and such determination will be final and binding on
all parties. Withdrawals of tenders of Series A Preferred Stock may not be
rescinded and any Series A Preferred Stock withdrawn will thereafter be deemed
not validly tendered for purposes of the Exchange Offer. Properly withdrawn
Series A Preferred Stock, however, may be retendered by following the procedures
therefor described elsewhere herein at any time prior to the Expiration Date.
See "--Procedures for Tendering."

EXCHANGE AGENT

has been appointed as Exchange Agent for the

Exchange Offer.
The Exchange Agent:

By Hand or Overnight Courier: By Mail:

By Facsimile:

Confirm Receipt of Notice of Guaranteed Delivery by Telephone:

Questions and requests for assistance regarding the Exchange Offer,
requests for additional copies of this Prospectus or of the Letter of
Transmittal and requests for Notice of Guaranteed Delivery may be directed to
the Exchange Agent at , telephone .

The Company will pay the Exchange Agent reasonable and customary fees for
its services and will reimburse them for all their reasonable out-of-pocket
expenses in connection therewith.

DEALER MANAGERS

Goldman, Sachs & Co. and Lehman Brothers Inc., as Dealer Managers, have
agreed to solicit exchanges of Series A Preferred Stock for Debentures. The
Company will pay each Dealer Manager a fee that is dependent on the number of
shares of Series A Preferred Stock accepted pursuant to the Exchange Offer. The
maximum fee payable is approximately $ . Additional solicitation may
be made by telecopier, telephone or in person by officers and regular employees
of the Company and its affiliates. No additional compensation will be paid to
any such officers and employees who engage in soliciting tenders.
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LISTING AND TRADING OF DEBENTURES AND SERIES A PREFERRED STOCK; TRANSFER
RESTRICTIONS

There has not previously been any public market for the Debentures. While
the Company intends to apply to list the Debentures and the Common Stock
issuable upon conversion thereof on the NYSE, there can be no assurance that an
active market for the Debentures will develop or be sustained in the future on
such exchange. Although the Dealer Managers have indicated to the Company that
they intend to make a market in the Debentures as permitted by applicable laws
and regulations, they are not obligated to do so and may discontinue any such
market-making at any time without notice. Accordingly, no assurance can be
given as to the liquidity of, or trading markets for, the Debentures.

The Series A Preferred Stock and the Common Stock issuable upon conversion
of such Series A Preferred Stock have not been and will not be registered under
the Securities Act and may not be offered or sold within the United States or
to, or for the account or benefit of, U.S. persons except pursuant to an
exemption from, or in a transaction not subject to, the registration
requirements of the Securities Act. Such Series A Preferred Stock and such
Common Stock are subject to restrictions on their transfer designed to ensure
compliance with the requirements of the Securities Act and, upon consummation of
the Exchange Offer, will continue to be subject to such existing restrictions
upon transfer, including the terms of the original issuance of such Series A
Preferred Stock and such Common Stock. Holders of Series A Preferred Stock who
do not tender their Series A Preferred Stock in the Exchange Offer or whose
Series A Preferred Stock is not accepted for exchange will continue to hold such
Series A Preferred Stock and will be entitled to all the rights and preferences,
and will be subject to all of the limitations applicable thereto. Moreover, to
the extent that Series A Preferred Stock is tendered and accepted in the
Exchange Offer, a holder's ability to sell untendered Series A Preferred Stock
could be adversely affected. Beginning February 5, 1996, the Series A Preferred
Stock and the Common Stock issuable upon conversion thereof may be resold
pursuant to Rule 144 under the Securities Act, subject, in certain cases, to the
volume and other limitations of Rule 144.

TRANSACTIONS AND ARRANGEMENTS CONCERNING THE SERIES A PREFERRED STOCK

Except as described herein, there are no contracts, arrangements,
understandings or relationships in connection with the Exchange Offer between
the Company or any of its directors or executive officers and any person with
respect to any securities of the Company, including the Debentures, the Series A
Preferred Stock and the Common Stock issuable upon conversion thereof.

FEES AND EXPENSES; TRANSFER TAXES

The expenses of soliciting tenders of the Series A Preferred Stock will be
borne by the Company. For compensation to be paid to the Dealer Managers see "-
- -Dealer Managers." The total cash expenditures to be incurred by the Company in
connection with the Exchange Offer, other than fees payable to the Dealer
Managers, but including the expenses of the Dealer Managers, printing,
accounting and legal fees, and the fees and expenses of the Exchange Agent and
the Trustee under the Indenture, are estimated to be approximately
$

Holders of the Series A Preferred Stock accepted in the Exchange Offer are
responsible for paying any transfer taxes in connection with such exchange. If
satisfactory evidence of payment of such taxes or exemption therefrom is not
submitted with the Letter of Transmittal, the amount of such transfer taxes will
be billed directly to such tendering Holder.
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DESCRIPTION OF DEBENTURES
GENERAL

The Debentures constitutes a series of debt securities ("Debt Securities")

to be issued under an Indenture (the "Indenture"), to be dated as of
__, 1995, between the Company and , as trustee

(the "Trustee"). The following statements with respect to the Debentures are
summaries and are subject to the detailed provisions of the Trust Indenture Act
of 1939, as amended (the "Trust Indenture Act"), and the Indenture, a copy of
the form of which has been filed as an exhibit to the Registration Statement.
The following summaries of certain provisions of the Indenture do not purport to
be complete and are subject to, and are qualified in their entirety by reference
to, all the provisions of the Debentures and the Indenture, including the
definitions therein of certain terms capitalized and not otherwise defined in
this Prospectus. Wherever references are made to particular provisions of the
Indenture or terms defined therein, such provisions or definitions are
incorporated by reference as part of the statements made and such statements are
qualified in their entirety by such references.

The Debentures will be unsecured, subordinated obligations of the Company,
will be limited in aggregate principal amount to the aggregate principal amount
of Debentures issued in the Exchange Offer and will mature on
2025. The Debentures will be issued only in fully registered form, w1thout
coupons, in minimum denominations of $1,000 and any integral multiples of $1,000
in excess thereof.

The Indenture provides that the Debt Securities may be issued without
limitation as to aggregate principal amount, in one or more series, in each case
as established from time to time in or pursuant to authorization granted by
resolution of the Board and an officer's certificate or as established in one or
more indentures supplemental to the Indenture. All Debt Securities of one series
need not be issued at the same time and, unless otherwise provided, a series may
be reopened, without the consent of the holders of the Debt Securities of such
series, for issuances of additional Debt Securities of such series.

The Indenture does not contain any provisions that would limit the ability
of the Company to incur indebtedness or that would afford holders of the
Debentures protection in the event of a highly leveraged or similar transaction
involving the Company or in the event of a change of control.

Debentures will be transferable or exchangeable at the agency of the
Company maintained for such purpose in The City of New York (which, unless
changed, shall be a corporate trust office or agency of the Trustee). Debentures
may be transferred or exchanged without service charge, other than any tax or
governmental charge imposed in connection therewith. (Section 3.5 of the
Indenture.)

INTEREST

The Debentures will mature on , 2025 and will bear
interest at an annual rate of % from the Issue Date or from the most recent
interest payment date to which interest has been paid or duly provided for. In
addition, holders of record of the Debentures will be entitled to interest at a
rate of 6 1/4% per annum from through the Expiration Date, in
lieu of dividends accumulating after on their Series A Preferred
Stock accepted for exchange, payable at the time of the first interest payment
on the Debentures. Interest will be payable quarterly in arrears on February 1,
May 1, August 1 and November 1 of each year commencing , 1995,
provided that so long as the Company shall not be in default in the payment of
interest on the Debentures, the Company shall have the right, upon prior notice
by public announcement given in accordance with NYSE rules at any time during
the term of the Debentures, to extend the interest payment period from time to
time for a period not exceeding 20 consecutive calendar quarters (each, an
"Extension Period"). Interest will continue to accrue on the Debentures during
an Extension Period and will compound quarterly, at the rate specified for the
Debentures, to the extent permitted by applicable law. See "--Option to Extend
Interest Payment Period." Interest payable on any Debenture that is punctually
paid or duly provided for on any Interest
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Payment Date shall be paid to the person in whose name such Debenture is
registered at the close of business on the January 15, April 15, July 15 or
October 15, respectively, preceding such Interest Payment Date (each, a "Record
Date"). Interest will be computed on the basis of twelve 30-day months and a
360-day year and, for any period shorter than a full calendar month, on the
basis of the actual number of days elapsed in such period. (Section 3.10 of the
Indenture). If any date on which interest is payable on the Debentures is not a
Business Day, the payment of interest due on such date may be made on the next
succeeding Business Day (and without any interest or other payment in respect of
such delay). A "Business Day" shall mean any day other than a day on which
banking institutions in The City of New York or in Chicago, Illinois are
authorized or required by law to close.

Payments in respect of the Debentures will be made at the office or agency
of the Company maintained for that purpose in The City of New York (which,
unless changed, shall be a corporate trust office or agency of the Trustee).
However, at the option of the Company, payments on the Debentures may be made
(1) by checks mailed by the Trustee to the Holders entitled thereto at their
registered addresses or (ii) by wire transfers to accounts maintained by the
Holders entitled thereto as specified in the Register, provided that, in either
case, the payment of principal with respect to any Debenture will be made only
upon surrender of such Debenture to the Trustee. Interest payable on any
Debenture that is not punctually paid or duly provided for on any Interest
Payment Date will forthwith cease to be payable to the person in whose name such
Debenture is registered on the relevant Record Date, and such defaulted interest
will instead be payable to the person in whose name such Debenture is registered
on the special record date or other specified date determined in accordance with
the Indenture; provided, however, that interest shall not be considered payable
by the Company on any Interest Payment Date falling within an Extension Period
unless the Company has elected to make a full or partial payment of interest
accrued on the Debentures on such Interest Payment Date. (Section 3.7 of the
Indenture.)

In the event the Company fails at any time to make any payment of interest,
principal or premium on the Debentures when due (after giving effect to any
grace period for payment thereof as described in "--Events of Default, Notice
and Certain Rights on Default") or the Company exercises its option to extend
the interest payment period for an Extension Period as described in "--Option to
Extend Interest Payment Period," the Company will not, until all defaulted
interest on the Debentures and all interest accrued on the Debentures during an
Extension Period and all principal and premium, if any, then due and payable on
the Debentures shall have been paid in full, (i) declare, set aside or pay any
dividend or distribution on any capital stock of the Company, including the
Series A Preferred Stock and the Common Stock, except for dividends or
distributions in shares of its capital stock or in rights to acquire shares of
its capital stock, or (ii) repurchase, redeem or otherwise acquire, or make any
sinking fund payment for the purchase or redemption of, any shares of its
capital stock (except by conversion into or exchange for shares of its capital
stock and except for a redemption, purchase or other acquisition of shares of
its capital stock made for the purpose of an employee incentive plan or benefit
plan of the Company or any of its subsidiaries); provided, however, that any
moneys deposited in any sinking fund with respect to any preferred stock of the
Company in compliance with the provisions of such sinking fund and not in
violation of this provision may thereafter be applied to the purchase or
redemption of such preferred stock in accordance with the terms of such sinking
fund without regard to the restrictions contained in this provision. (Section
9.7 of the Indenture.)

OPTION TO EXTEND INTEREST PAYMENT PERIOD

So long as the Company shall not be in default in the payment of interest
on the Debentures, the Company shall have the right, upon prior notice by public
announcement given in accordance with NYSE rules at any time during the term of
the Debentures, prior to an Interest Payment Date as provided below, to extend
the interest payment period from time to time to another Interest Payment Date
by one or more quarterly periods, not to exceed 20 consecutive calendar quarters
from the last Interest Payment Date to which interest was paid in full (each, an
"Extension Period"). No interest shall be due and payable during an Extension
Period, but on the Interest Payment Date occurring at the end of each Extension
Period the Company shall pay to the holders of record on the Record Date for
such Interest Payment Date (regardless of who the holders of record may have
been on other dates during the Extension Period) all accrued and unpaid interest
on the Debentures, together with interest thereon. Interest
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will continue to accrue on the Debentures during an Extension Period and will
compound quarterly, at the rate specified for the Debentures, to the extent
permitted by applicable law. Prior to the termination of any Extension Period,
the Company may pay all or any portion of the interest accrued on the Debentures
on any Interest Payment Date to holders of record on the Record Date for such
Interest Payment Date or from time to time further extend the interest payment
period, provided that any such Extension Period together with all such previous
and further extensions thereof may not exceed 20 calendar quarters. If the
Company shall elect to pay all of the interest accrued on the Debentures on an
Interest Payment Date during an Extension Period, such Extension Period shall
automatically terminate on such Interest Payment Date. Upon the termination of
any Extension Period and the payment of all amounts of interest then due, the
Company may commence a new Extension Period, subject to the above requirements.
Consequently, there could be multiple Extension Periods of varying lengths
throughout the term of the Debentures. The Company has no current intention of
exercising its right to defer any interest payment period. However, in the event
the Company determines to extend an interest payment period, or in the event the
Company thereafter extends an Extension Period or prepays interest accrued
during an Extension Period as described above, the market price of the
Debentures is likely to be affected. In addition, as a result of such rights,
the market price of the Debentures may be more volatile than other debt
instruments with original issue discount that do not have such rights. A holder
that disposes of its Debentures during an Extension Period, therefore, may not
receive the same return on its investment as a holder that continues to hold its
Debentures.

The Company shall cause the Trustee to give holders of the Debentures prior
notice, by public announcement given in accordance with NYSE rules and by mail
to all such holders, of (i) the Company's election to initiate an Extension
Period and the duration thereof, (ii) the Company's election to extend any
Extension Period beyond the Interest Payment Date on which such Extension Period
is then scheduled to terminate and the duration of such extension and (iii) the
Company's election to make a full or partial payment of interest accrued on the
Debentures on any Interest Payment Date during any Extension Period and the
amount of such payment. In no event shall such notice be given less than five
Business Days prior to the January 15, April 15, July 15 or October 15 next
preceding the applicable Interest Payment Date. (Section 3.1 of the Indenture.)

SUBORDINATION

The payment of the principal of, and premium, if any, and interest on the
Debentures will be subordinated to the extent set forth in the Indenture to the
prior payment in full of amounts then due on all Senior Indebtedness (as defined
below). No payments or distributions, whether in cash, securities or other
property (other than securities of the Company or any other corporation provided
for by a plan of reorganization or readjustment the payment of which is
subordinated, at least to the same extent as the Debentures, to the payment of
all Senior Indebtedness at the time outstanding and to any securities issued in
respect thereof under any such plan of reorganization or readjustment) on
account of principal of, and premium, if any, or interest on the Debentures may
be made by the Company unless full payment of all amounts then due on Senior
Indebtedness has been made or provided for in money or money's worth. Upon any
payment or distribution of assets of the Company of any kind or character,
whether in cash, property or securities (other than securities of the Company or
any other corporation provided for by a plan of reorganization or readjustment
the payment of which is subordinated, at least to the same extent as the
Debentures, to the payment of all Senior Indebtedness at the time outstanding
and to any securities issued in respect thereof under such plan of
reorganization or readjustment) to creditors upon any dissolution or winding up
or total or partial liquidation or reorganization of the Company, whether
voluntary or involuntary or in bankruptcy, insolvency, receivership or other
proceedings, all amounts due upon all Senior Indebtedness shall first be paid in
full, or payment thereof provided for in money or money's worth, before the
holders of the Debentures or the Trustee shall be entitled to retain any assets
so paid or distributed (other than the securities described in the first
parenthetical of this sentence) in respect of the Debentures (for principal or
interest) or of the Indenture. (Article 12 of the Indenture.)

The term "Senior Indebtedness" of the Company means all Indebtedness of the
Company (other than the Debentures), unless such Indebtedness by its terms or
the terms of the instrument creating or evidencing the same
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expressly provides that it is subordinate in right of payment to or pari passu
with the Debentures. (Section 1.1 of the Indenture.) "Indebtedness," when used
with respect to the Company, means, without duplication, the principal of, and
premium, if any, and accrued and unpaid interest (including post-petition
interest) on any obligation, whether outstanding on the date hereof or
thereafter created, incurred or assumed, which is (i) indebtedness of the
Company for money borrowed, (ii) Indebtedness Guarantees (as defined in the
Indenture) by the Company of indebtedness for money borrowed by any other
person, (iii) indebtedness evidenced by notes, debentures, bonds or other
instruments of indebtedness for payment of which the Company is responsible or
liable, (iv) obligations for the reimbursement of any obligor on any letter of
credit, bankers' acceptance or similar credit transaction, (v) obligations of
the Company under Capital Leases (as defined in the Indenture) and Flight
Equipment (as defined in the Indenture) leases (the amount of the Company's
obligation under such Flight Equipment leases to be computed in accordance with
Statement of Financial Accounting Standards No. 13 as if such Flight Equipment
leases were Capital Leases), (vi) obligations (net of counterparty payments)
under interest rate and currency swaps, caps, collars, options, forward or spot
contracts or similar arrangements or with respect to foreign currency hedges,
and (vii) commitment and other bank financing fees under contractual obligations
associated with bank debt; provided, however, that Indebtedness shall not
include amounts owed to trade creditors in the ordinary course of business.

By reason of the subordination described herein, in the event of the
distribution of assets upon insolvency, creditors of the Company who are not
holders of Senior Indebtedness or of the Debentures may recover less, ratably,
than holders of Senior Indebtedness, and may recover more, ratably, than holders
of the Debentures. Moreover, upon any distribution of the assets of the Company,
the holders of the Debentures are required to pay over their share of such
distribution to the holders of Senior Indebtedness to the extent necessary to
pay all holders of Senior Indebtedness in full.

On September 30, 1994 approximately $586 million of Senior Indebtedness was
outstanding. The calculation of the amount of Senior Indebtedness assumes that
the Company is primarily obligated for the present value of future minimum lease
payments under operating leases guaranteed by the Company but does not include
other contingent obligations such as stipulated values or liquidated damages.
There is no restriction under the Indenture on the creation of additional
indebtedness, including Senior Indebtedness, by the Company, including
indebtedness owed by the Company to United and its other subsidiaries.

Because the Company is a holding company that conducts business through its
subsidiaries, the Debentures are effectively subordinated to all existing and
future obligations of the Company's subsidiaries, including United. Any right of
the Company to participate in any distribution of the assets of any of the
Company's subsidiaries, including United, upon the liquidation, reorganization
or insolvency of such subsidiary (and the consequent right of the holders of the
Debentures to participate in those assets) will be subject to the claims of the
creditors (including trade creditors) and preferred stockholders of such
subsidiary, except to the extent that claims of the Company itself as a creditor
of such subsidiary may be recognized, in which case the claims of the Company
would still be subordinate to any security interest in the assets of such
subsidiary and any indebtedness of such subsidiary senior to that held by the
Company. On September 30, 1994, approximately $13.3 billion of indebtedness,
leases and other obligations (including trade payables) of the Company's
subsidiaries (net of those obligations of the Company to its subsidiaries that
are included in the definition of Senior Indebtedness) not included in the
definition of Senior Indebtedness was outstanding.

Because the Company is a holding company, the Company's cash flow and
consequent ability to meet its debt obligations are primarily dependent upon the
earnings of its subsidiaries, particularly United, and on dividends and other
payments therefrom. The Company's subsidiaries are not obligated or required to
pay any amounts due pursuant to the Debentures or to make funds available
therefor in the form of dividends or advances to the Company.
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CONVERSION

Each Debenture will be convertible at the option of the holder thereof at
any time after the date of original issuance thereof, unless previously
redeemed, into $541.90 and the number of fully paid and nonassessable shares of
Common Stock obtained by dividing the aggregate Principal Amount of such
Debenture minus $541.90 by the Conversion Price and surrendering such Debentures
to be converted as provided below; provided, however, that the right to convert
Debentures called for redemption shall terminate at the close of business on the
day preceding the Redemption Date, unless the Company shall default in making
payment of the cash payable upon such redemption. Certificates will be issued
for the remaining Debentures in any case in which fewer than all of the
Debentures represented by a certificate are converted.

Holders of Debentures at the close of business on an interest payment
record date shall be entitled to receive the interest payable on such Debentures
on the corresponding Interest Payment Date notwithstanding the conversion
thereof following such interest payment record date and prior to such Interest
Payment Date. However, Debentures surrendered for conversion during the period
between the close of business on any interest payment record date and the
opening of business on the corresponding Interest Payment Date (except
Debentures converted after the issuance of a notice of redemption with respect
to a Redemption Date during such period, which shall be entitled to such
interest on the Interest Payment Date) must be accompanied by payment of an
amount equal to the interest payable on such Debentures on such Interest Payment
Date. A holder of Debentures on an interest payment record date who (or whose
transferee) tenders any such Debentures for conversion into shares of Common
Stock on such Interest Payment Date will receive the interest payable by the
Company on such Debentures on such date, and the converting holder need not
include payment of the amount of such interest upon surrender of Debentures for
conversion. Except as provided above, the Company shall make no payment or
allowance for unpaid interest, whether or not in arrears, on converted
Debentures or for dividends on the shares of Common Stock issued upon such
conversion.

Each conversion shall be deemed to have been effected immediately prior to
the close of business on the date on which the Debentures shall have been
surrendered and such notice (and if applicable, payment of an amount equal to
the interest payable on such Debentures) received by the Company as aforesaid,
and the person or persons in whose name or names any certificate or certificates
for shares of Common Stock shall be issuable upon such conversion shall be
deemed to have become the holder or holders of record of the shares represented
thereby at such time on such date and such conversion shall be at the Conversion
Price in effect at such time on such date, unless the stock transfer books of
the Company shall be closed on that date, in which event such person or persons
shall be deemed to have become such holder or holders of record at the close of
business on the next succeeding day on which such stock transfer books are open,
but such conversion shall be at the Conversion Price in effect on the date upon
which such shares shall have been surrendered and such notice received by the
Company.

No fractional shares or scrip representing fractions of shares of Common
Stock will be issued upon conversion of the Debentures. Instead of any
fractional interest in a share of Common Stock that would otherwise be
deliverable upon the conversion of a Debenture, the Company shall pay to the
holder of such share an amount in cash based upon the Current Market Price of
Common Stock on the Trading Day immediately preceding the date of conversion. If
more than one Debenture shall be surrendered for conversion at one time by the
same holder, the number of full shares of Common Stock issuable upon conversion
thereof shall be computed on the basis of the aggregate principal amount of the
Debentures so surrendered.

The Conversion Price shall be adjusted from time to time as follows:

(a) If the Company shall after the Issue Date (A) pay a dividend or make a
distribution on its capital stock in shares of its Common Stock, (B) subdivide
its outstanding Common Stock into a greater number of shares, (C) combine its
outstanding Common Stock into a smaller number of shares or (D) issue any shares
of capital stock by reclassification of its Common Stock, the Conversion Price
in effect at the opening of business on the day next
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following the date fixed for the determination of stockholders entitled to
receive such dividend or distribution or at the opening of business on the day
next following the day on which such subdivision, combination or
reclassification becomes effective, as the case may be, shall be adjusted so
that the holder of any Debentures thereafter surrendered for conversion shall be
entitled to receive the number of shares of Common Stock that such holder would
have owned or have been entitled to receive after the happening of any of the
events described above had such Debenture been converted immediately prior to
the record date in the case of a dividend or distribution or the effective date
in the case of a subdivision, combination or reclassification. An adjustment
made pursuant to this paragraph (a) shall become effective immediately after the
opening of business on the day next following the record date (except as
provided below) in the case of a dividend or distribution and shall become
effective immediately after the opening of business on the day next following
the effective date in the case of a subdivision, combination or
reclassification.

(b) If the Company shall issue after the Issue Date rights or warrants (in
each case, other than the Rights) to all holders of Common Stock entitling them
(for a period expiring within 45 days after the record date mentioned below) to
subscribe for or purchase Common Stock at a price per share less than the Fair
Market Value per share of Common Stock on the record date for the determination
of stockholders entitled to receive such rights or warrants, then the Conversion
Price in effect at the opening of business on the day next following such record
date shall be adjusted to equal the price determined by multiplying (1) the
Conversion Price in effect immediately prior to the opening of business on the
day next following the date fixed for such determination by (2) a fraction, the
numerator of which shall be the sum of (A) the number of shares of Common Stock
outstanding on the close of business on the date fixed for such determination
and (B) the number of shares that the aggregate proceeds to the Company from the
exercise of such rights or warrants for Common Stock would purchase at such Fair
Market Value, and the denominator of which shall be the sum of (A) the number of
shares of Common Stock outstanding on the close of business on the date fixed
for such determination and (B) the number of additional shares of Common Stock
offered for subscription or purchase pursuant to such rights or warrants. Such
adjustment shall become effective immediately after the opening of business on
the day next following such record date (except as provided below). In
determining whether any rights or warrants entitle the holders of Common Stock
to subscribe for or purchase shares of Common Stock at less than such Fair
Market Value, there shall be taken into account any consideration received by
the Company upon issuance and upon exercise of such rights or warrants, the
value of such consideration, if other than cash, to be determined by the Board.

(c) If the Company shall distribute to all holders of its Common Stock any
shares of capital stock of the Company (other than Common Stock) or evidence of
its indebtedness or assets (excluding cash dividends or distributions paid from
profits or surplus of the Company) or rights or warrants (in each case, other
than the Rights) to subscribe for or purchase any of its securities (excluding
those rights and warrants issued to all holders of Common Stock entitling them
for a period expiring within 45 days after the record date referred to in
paragraph (b) above to subscribe for or purchase Common Stock, which rights and
warrants are referred to in and treated under paragraph (b) above (any of the
foregoing being hereinafter in this paragraph (c) called the "Securities"), then
in each such case the Conversion Price shall be adjusted so that it shall equal
the price determined by multiplying (1) the Conversion Price in effect
immediately prior to the close of business on the date fixed for the
determination of stockholders entitled to receive such distribution by (2) a
fraction, the numerator of which shall be the Fair Market Value per share of the
Common Stock on the record date mentioned below less the then fair market value
(as determined by the Board, whose determination shall be conclusive) of the
portion of the capital stock or assets or evidences of indebtedness so
distributed or of such rights or warrants applicable to one share of Common
Stock, and the denominator of which shall be the Fair Market Value per share of
the Common Stock on the record date mentioned below. Such adjustment shall
become effective immediately at the opening of business on the Business Day next
following (except as provided below) the record date for the determination of
stockholders entitled to receive such distribution. For the purposes of this
paragraph (c), the distribution of a Security, which is distributed not only to
the holders of the Common Stock on the date fixed for the determination of
stockholders entitled to receive such distribution of such security, but also is
distributed with each share of Common Stock delivered to a person converting a
Debenture after such determination date, shall not require an adjustment of the
Conversion Price
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pursuant to this paragraph (c); provided that on the date, if any, on which a
Person converting a Debenture would no longer be entitled to receive such
Security with a share of Common Stock (other than as a result of the termination
of all such Securities), a distribution of such Securities shall be deemed to
have occurred and the Conversion Price shall be adjusted as provided in this
paragraph (c) (and such day shall be deemed to be "the date fixed for the
determination of the stockholders entitled to receive such distribution" and
"the record date" within the meaning of the two preceding sentences).

(d) No adjustment in the Conversion Price shall be required unless such
adjustment would require a cumulative increase or decrease of at least 1% in
such price; provided, however, that any adjustments that by reason of this
paragraph (d) are not required to be made shall be carried forward and taken
into account in any subsequent adjustment until made; and provided, further,
that any adjustment shall be required and made in accordance with these
conversion provisions (other than this paragraph (d)) not later than such time
as may be required in order to preserve the tax-free nature of a distribution to
the holders of shares of Common Stock. Notwithstanding any other provisions, the
Company shall not be required to make any adjustment of the Conversion Price for
the issuance of any shares of Common Stock pursuant to any plan providing for
the reinvestment of dividends on securities of the Company. All calculations
shall be made to the nearest cent (with $.005 being rounded upward) or to the
nearest 1/10 of a share (with .05 of a share being rounded upward), as the case
may be. Anything to the contrary notwithstanding, the Company shall be entitled,
to the extent permitted by law, to make such reductions in the Conversion Price,
in addition to those required by this conversion provision, as it in its
discretion shall determine to be advisable in order that any stock dividends,
subdivision of shares, reclassification or combination of shares, distribution
of rights or warrants to purchase stock or securities, or a distribution of
other assets (other than cash dividends) hereafter made by the Company to its
stockholders shall not be taxable.

If the Corporation shall be a party to any transaction (including without
limitation a merger, consolidation, sale of all or substantially all of the
Company's assets or recapitalization of the Common Stock and excluding any
transaction as to which paragraph (a) above applies) (each of the foregoing
being referred to herein as a "Transaction"), in each case as a result of which
shares of Common Stock shall be converted into the right to receive stock,
securities or other property (including cash or any combination thereof), each
Debenture which is not converted into the right to receive stock, securities or
other property in connection with such Transaction shall thereafter be
convertible into the kind and amount of shares of stock, securities and other
property (including cash or any combination thereof) receivable upon the
consummation of such Transaction by a holder of that number of shares or
fraction thereof of Common Stock into which $1,000 principal amount of Debenture
was convertible immediately prior to such Transaction, assuming such holder of
Common Stock (i) is not a Person with which the Company consolidated or into
which the Company merged or which merged into the Company or to which such sale
or transfer was made, as the case may be ("Constituent Person"), or an affiliate
of a Constituent Person and (ii) failed to exercise his rights of election, if
any, as to the kind or amount of stock, securities and other property (including
cash) receivable upon such Transaction (provided that if the kind or amount of
stock, securities and other property (including cash) receivable upon such
Transaction is not the same for each share of Common Stock of the Company held
immediately prior to such Transaction by other than a Constituent Person or an
affiliate thereof and in respect of which such rights of election shall not have
been exercised ("non-electing share"), then for the purpose of this paragraph
the kind and amount of stock, securities and other property (including cash)
receivable upon such Transaction by each non-electing share shall be deemed to
be the kind and amount so receivable per share by the plurality of the non-
electing shares). The Company shall not be a party to any Transaction unless the
terms of such Transaction are consistent with the provisions herein and it shall
not consent or agree to the occurrence of any Transaction until the Company has
entered into an agreement with the successor or purchasing entity, as the case
may be, for the benefit of the holders of the Debentures that will contain
provisions enabling the holders of the Debentures that remain outstanding after
such Transaction to convert into the consideration received by holders of Common
Stock at the Conversion Price in effect immediately prior to such Transaction.
The provisions of this paragraph shall similarly apply to successive
Transactions.

If:
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(1) the Company shall declare a dividend (or any other distribution)
on the Common Stock (other than in cash out of profits or surplus and
other than the Rights); or

(ii) the Company shall authorize the granting to the holders of the
Common Stock of rights or warrants (other than the Rights) to subscribe
for or purchase any shares of any class or any other rights or warrants
(other than the rights); or

(iii) there shall be any reclassification of the Common Stock (other
than an event to which paragraph (a) above with respect to Conversion
Price adjustment applies) or any consolidation or merger to which the
Company is a party and for which approval of any stockholders of the
Company is required, or the sale or transfer of all or substantially all
of the assets of the Company as an entirety; or

(iv) there shall occur the voluntary or involuntary liquidation,
dissolution or winding up of the Company,

then the Company shall cause to be filed with the Trustee and shall cause to be
mailed to the holders of the Debentures at their addresses as shown on the
register of the Company, as promptly as possible, but a least 15 days prior to
the applicable date hereinafter specified, a notice stating (A) the date on
which a record is to be taken for the purpose of such dividend, distribution or
rights or warrants, or, if a record is not to be taken, the date as of which the
holders of Common Stock of record to be entitled to receive such dividend,
distribution or rights or warrants are to be determined or (B) the date on which
such reclassification, consolidation, merger, sale, transfer, liquidation,
dissolution or winding up is expected to become effective, and the date as of
which it is expected that holders of Common Stock of record shall be entitled to
exchange their shares of Common Stock for securities or other property, if any,
deliverable upon such reclassification, consolidation, merger, sale, transfer,
liquidation, dissolution or winding up. Failure to give or receive such notice
or any defect therein shall not affect the legality or validity of the
proceedings herein.

Whenever the Conversion Price is adjusted as herein provided, the Company
shall promptly file with the Transfer Agent an officer's certificate setting
forth the Conversion Price after such adjustment and setting forth a brief
statement of the facts requiring such adjustment which certificate shall be
prima facie evidence of the correctness of such adjustment. Promptly after
delivery of such certificate, the Company shall prepare a notice of such
adjustment of the Conversion Price setting forth the adjusted Conversion Price
and the effective date of such adjustment and shall mail such notice of such
adjustment of the Conversion Price to the holders of the Debentures at such
holders' last address as shown on the register of the Company.

In any case in which an adjustment shall become effective on the day next
following a record date for an event, the Company may defer until the occurrence
of such event (A) issuing to the holder of any Debenture converted after such
record date and before the occurrence of such event the additional shares of
Common Stock issuable upon such conversion by