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Item 8.01	Other Events

Liquidity Enhancing Activities

United Airlines, Inc. (“United”), a wholly-owned subsidiary of United Airlines Holdings, Inc. (“UAL” and, together with United, the “Company”), expects to have approximately $17 billion of available liquidity at the end of the third quarter of 2020, which includes liquidity available under the Company’s $2 billion revolving credit facility, $5 billion of committed financing to be secured by the Company’s loyalty program, MileagePlus (further described below), as well as $4.5 billion expected to be available to the Company through the Coronavirus Aid, Relief, and Economic Security Act (the “CARES Act”) Loan Program.

The Company continues to work with the U.S. Treasury Department on the CARES Act Loan Program loan, and it is the Company’s expectation that, if the Company takes the loan, it will use available slots, gates and routes collateral. The Company believes it has sufficient slots, gates and routes collateral available to meet the collateral coverage that may be required for the full $4.5 billion available to the Company under the Loan Program.

MileagePlus Financing

On June 12, 2020, UAL, United and their subsidiaries Mileage Plus Holdings, LLC (“MPH”) and Mileage Plus Intellectual Property Assets, Ltd. (“MIPA”) entered into a commitment letter (the “Commitment Letter”) with Goldman Sachs Lending Partners LLC (“GSLP”), Barclays Bank PLC and Morgan Stanley Senior Funding, Inc. (collectively, the “Lead Arrangers” or the “Committed Lenders”) pursuant to which, the Committed Lenders have committed to provide MPH and MIPA with, and the Lead Arrangers have agreed to arrange, a term loan facility of up to $5.0 billion, subject to the satisfaction of certain customary conditions (the “MileagePlus Financing”). GSLP will act as sole structuring agent and lead left arranger for the MileagePlus Financing. It is expected that MPH and MIPA will seek long-term debt financing in lieu of borrowing the full available amount under the committed term loan facility, or in order to refinance amounts drawn under the committed term loan facility, subject to market and other conditions.

Prior to the closing of the proposed MileagePlus Financing, United and MPH will contribute to MIPA their respective rights to certain MileagePlus intellectual property, including brands and member data. The debt issued in the proposed MileagePlus Financing will be secured on a first priority basis by, among other things, the assets of MIPA, MPH and their subsidiaries, specified cash accounts that include the accounts into which MileagePlus revenues are or will be paid by its marketing partners and by United, and pledges of the equity in MIPA, MPH and certain additional subsidiaries. In addition, UAL, United and certain of their subsidiaries, including all subsidiaries of MPH, will provide senior guarantees of the obligations under the proposed MileagePlus Financing. MIPA and MPH will continue to be wholly-owned subsidiaries of UAL and United, and the MileagePlus program is expected to continue to operate as it has in the past. The agreements governing the MileagePlus Financing will include the requirement that, upon the occurrence of certain mandatory prepayment events, which include, among others, issuances of debt other than permitted debt, MPH and MIPA will prepay the MileagePlus Financing debt to the extent of any cash proceeds received in connection with such prepayment event, plus an applicable premium. In addition, the financing documents will provide that an uncured early amortization event, which includes, among others, the failure to meet a required debt service coverage ratio, will require MPH and MIPA to make one or more early amortization payments. The occurrence of an event of default under the financing documents may cause the entire outstanding portion of the MileagePlus Financing debt to become immediately due and payable.

Following the closing of the proposed MileagePlus Financing, MPH and MIPA intend to lend to the Company the net proceeds from the MileagePlus Financing, after depositing a portion of such proceeds in a reserve account.

The MileagePlus Financing is expected to be seamless for both MileagePlus members and partners, with no change in the day-to-day operations of the program.

Multiplying MPH 2019 EBITDA by a factor of 12 equates to a MileagePlus valuation of approximately $21.9 billion.

In connection with commencing discussions with potential investors in the proposed MileagePlus Financing, the Company is making available certain information about MPH and the proposed MileagePlus Financing, a copy of which is attached to this report as Exhibit 99.1, and a term sheet setting forth the significant terms and conditions of the proposed MileagePlus Financing, a copy of which is attached to this report as Exhibit 99.2.
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There is no assurance that the proposed MileagePlus Financing will be completed on the terms described herein or at all or when it may be completed.

Company Outlook

The Company continues to see a steady improvement in demand in the domestic United States and certain international destinations, with a more than 70% reduction in customer cancellation rates since the high rates experienced in April 2020. June ticketed passenger revenue is expected to be up close to 400% versus April.

Net bookings for the remainder of the second quarter and the third quarter have remained positive since the end of May.

As such, for July 2020 the Company expects consolidated capacity to be down approximately 75%, and domestic capacity to be down approximately 70%, which is almost double the June 2020 schedule. The Company also expects July passenger revenue to be up between 50% and 100% versus the Company’s June 2020 passenger revenue estimate.

	
	April 2020
	May 2020
	June 2020E
	July 2020E

	Available Seat Miles1 year-over-year
	down 88%
	down 88%
	down ~85%
	down ~75%

	Domestic
	down 84%
	down 85%
	down ~85%
	down ~70%

	International
	down 93%
	down 92%
	down ~90%
	down ~80%

	Passenger Load Factor2 year over year
	16%
	35%
	~50%
	~55%

	Domestic
	13%
	39%
	~60%
	

	International
	20%
	25%
	~40%
	

	Ticketed Passenger Revenue3 year-over-year
	down 98%
	down 95%
	down ~90%
	down 82% - 88%

	Gross year-over-year bookings4
	down 87%
	down 82%
	down 73%5
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· The number of seats available for passengers multiplied by the number of scheduled miles those seats are flown.

· Revenue passenger miles divided by available seat miles.

· Ticketed passenger revenue is a component of total passenger revenue. It excludes ancillary fees and frequent flyer revenue (including both passengers flying on awards and the deferred revenue associated with frequent flyer miles earned will traveling) among other items, which are reported as part of passenger revenue. It also excludes passenger revenue associated with expired tickets, other airline interline billing differences, certain travel agency commissions, charters, customer compensation for oversold flights, and changes fees.

· Gross bookings include new bookings made for all future time periods as compared to the corresponding month in 2019.

· June gross bookings reflect month-to-date bookings through June 13, 2020.
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Cargo revenues continue to be strong and are expected to be up over 30% in the second quarter of 2020 versus the second quarter of 2019. These results support international cargo-only flying and have been a significant driver of revenue and cash flow to the Company.

Including Cargo and other revenue, the Company now expects total revenues to be down 88% in the second quarter of 2020 compared to the second quarter of 2019.

The Company has aggressively managed its costs and capital expenditures to preserve cash. Operating expenses in the second quarter are expected to decline by 53% as compared to the second quarter of 2019. Operating expenses excluding special charges, salaries and related costs and depreciation are expected to

decline by 72% in the second quarter or $4.6 billion.6 In addition, the Company is on track to achieve more than $2.5 billion of full-year reductions in adjusted capital expenditures, bringing expected 2020 full-year adjusted capital expenditures to below $4.5 billion.7

The Company currently expects average daily cash burn for the second quarter of 2020 to be at the low end of the previously-provided guidance range of between $40 million and $45 million, at approximately $40 million per day. The Company also currently expects average daily cash burn in the third quarter of 2020 to be approximately $30 million per day. For this purpose, “cash burn” is defined as net cash from operations, less investing and financing activities. Proceeds from the issuance of new debt (excluding expected aircraft financing), government grants associated with the Payroll Support Program of the CARES Act and any new issuances of UAL common stock are not included in this figure.

The Company expects to end the second quarter of 2020 with approximately $9.4 billion in total liquidity which does not include the proposed MileagePlus Financing, the approximately $500 million of funding to be received under the Payroll Support Program of the CARES Act, which is expected to be received in July 2020, or the $4.5 billion CARES Act loan.

In the second quarter of 2020, the Company’s wholly-owned subsidiary, MPH, expects to record revenue, net of redemptions, of $300 to $350 million. In April and May 2020, MPH recorded cash flow from sales of $270 million and $185 million, respectively, which results are preliminary and subject to change.

While the Company has seen improvements in the demand environment as described above, it continues to expect that demand will be reduced year-over-year as of October 1, 2020. Since March 2020, thousands of Company employees have elected to take part in voluntary programs, including leaves of absences, reduced work hours and voluntary separation programs. The Company plans to continue to use these and similar programs to align payroll expenses with the demand environment and is continuing negotiations with its labor union partners; however, it is possible that the Company may need to use furloughs or other measures to align its payroll expenses with the demand environment. As required by applicable federal and state law, including the Worker Adjustment and Retraining Notification Act of 1988, the Company anticipates issuing certain required notices to employees in July 2020.

Update to Risk Factors

The Company is providing the following risk factors to update the risk factors of the Company previously disclosed in periodic reports filed with the U.S. Securities and Exchange Commission (the “SEC”), including its Annual Report on Form 10-K for the fiscal year ended December 31, 2019 (the “2019 Form 10-K”) and its Quarterly Report on Form 10-Q for the fiscal quarter ended March 31, 2020 (the “Q1 2020 Form 10-Q”).
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· Operating expenses excluding special charges, salaries and related costs and depreciation is a non-GAAP measure and certain components, including special charges, are not determinable at this time. Accordingly, the Company is not providing this guidance on a GAAP basis.

· Non-cash capital expenditures are not determinable at this time. Accordingly, the Company is not providing capital expenditure guidance on a GAAP basis.
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The global pandemic resulting from a novel strain of coronavirus has had an adverse impact that has been material to the Company's business, operating results, financial condition and liquidity, and the duration and spread of the pandemic could result in additional adverse impacts. The outbreak of another disease or similar public health threat in the future could also have an adverse effect on the Company's business, operating results, financial condition and liquidity.

In December 2019, a novel strain of coronavirus ("COVID-19") was reported in Wuhan, China, and the World Health Organization (the "WHO") subsequently declared COVID-19 a "pandemic." As a result of COVID-19, the U.S. government has declared a national emergency, the U.S. Department of State has issued numerous travel advisories, including a global Level 4 "do not travel" advisory advising U.S. citizens to avoid all international travel, and the U.S. government has implemented a number of travel-related protocols, including enhanced screenings and mandatory 14-day quarantines. Many foreign and U.S. state governments have instituted similar measures and declared states of emergency.

In the United States and other locations around the world, throughout the first half of 2020, people were instructed to stay home or “shelter in place” and public events, such as conferences, sporting events and concerts, have been canceled, attractions, including theme parks and museums, have been closed, cruise lines have suspended operations and schools and businesses are operating with remote attendance, among other actions. In addition, governments, non-governmental organizations and entities in the private sector have issued non-binding advisories or recommendations regarding air travel or other social distancing measures, including limitations on the number of persons that should be present at public gatherings. While “shelter in place” restrictions and similar advisories and recommendations have been reduced or otherwise eased in certain circumstances, this varies by jurisdiction and organization. In addition, numerous jurisdictions have provided that more severe restrictions could be reimposed or newly imposed depending on the continued spread of COVID-19. In that case, other governmental restrictions and regulations in the future in response to COVID-19 could include additional travel restrictions (including restrictions on domestic air travel within the United States, requirements for passengers to wear face coverings while traveling, requirements for passengers to submit to temperature checks or other health examinations prior to entering an airport or boarding an airplane or requirements to limit the number of seats that can be occupied on an aircraft to allow for social distancing), quarantines of additional populations (including our personnel), restrictions on our ability to access our facilities or aircraft, requirements to collect additional passenger data or requirements to conduct testing on our personnel or passengers.

The Company began experiencing a significant decline in international and domestic demand related to COVID-19 during the first quarter of 2020. The decline in demand caused a material deterioration in our revenues in the first quarter of 2020, resulting in a first quarter net loss of $1.7 billion. Although during the second quarter of 2020 the Company has experienced steady improvement in demand, the Company currently expects our results of operations for the second quarter of 2020 and full-year 2020 to be materially impacted and that we will incur a net loss for the second quarter of 2020 and full-year 2020. For planning purposes, the Company has assumed that demand will remain suppressed for the remainder of 2020 and likely into 2021. The Company expects its scheduled capacity, relative to 2019 levels, for June 2020 to be down approximately 85% and for July 2020 to be down approximately 75%. The Company plans to continue to proactively evaluate and cancel flights on a rolling 60-day basis until it sees signs of a recovery in demand.

The Company has taken a number of actions in response to decreased demand. In addition to the schedule reductions discussed above, the Company has reduced its planned capital expenditures and reduced operating expenditures for the remainder of 2020 and 2021 (including by postponing projects deemed non-critical to the Company's operations), suspended share repurchases under its share repurchase program and subsequently terminated the program, entered into approximately $3.0 billion in secured term loan facilities and new aircraft financings, raised approximately $1.1 billion in cash proceeds in an underwritten public offering of UAL common stock, entered into an agreement to finance certain aircraft currently subject to purchase agreements through a sale and leaseback transaction, temporarily grounded certain of its mainline fleet and taken a number of human capital management actions. In addition, on April 20, 2020, in connection with the Payroll Support Program under the CARES Act, United entered into a Payroll Support Program Agreement with the U.S. Treasury Department providing the Company with total funding of approximately $5.0 billion to pay the salaries and benefits of employees through September 30, 2020. The Company has received approximately $3.5 billion of the expected $5.0 billion through the Payroll Support Program under the CARES Act. Approximately $1.0 billion of the remaining balance is expected by the end of June 2020, and approximately $500 million of the remaining balance is expected by the end of July 2020. The Company also expects to have the ability, through September 30, 2020, to borrow up to approximately $4.5 billion from the U.S. Treasury Department for a term of up to five years pursuant to the Loan Program under the CARES Act. The grants and/or loans under the CARES Act will subject the Company and its business to certain restrictions, including, but not limited to, restrictions on the payment of dividends and the ability to repurchase UAL's equity securities, requirements to maintain certain levels of scheduled service, requirements to maintain employment levels through September 30, 2020, requirements to issue warrants for UAL common stock to the U.S. Treasury Department and certain limitations on executive compensation. These restrictions have materially affected and will continue to materially affect the Company’s operations, and the Company may not be successful in managing these impacts for the duration of the restrictions. In particular, limitations on executive compensation, which, depending on the form of aid, could extend up to six years, may impact the Company's ability to attract and retain senior management or attract other key employees during this critical time. Furthermore, the Company has also entered into a commitment letter for the proposed MileagePlus Financing.
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The Company continues to focus on reducing expenses and managing its liquidity. The Company currently expects average daily cash burn for the second quarter of 2020 to be approximately $40 million per day. The Company also currently expects average daily cash burn in the third quarter of 2020 to be approximately $30 million per day. For this purpose, “cash burn” is defined as net cash from operations, less investing and financing activities. Proceeds from the issuance of new debt (excluding expected aircraft financing), government grants associated with the Payroll Support Program of the CARES Act and any new issuances of UAL common stock are not included in this figure. We expect to continue to modify our cost management, liquidity-raising efforts and capacity as the timing of demand recovery becomes more certain. The Company's reduction in expenditures, measures to improve liquidity or other strategic actions that the Company may take in the future in response to COVID-19 may not be effective in offsetting decreased demand, and the Company will not be permitted to take certain strategic actions as a result of the CARES Act, which could result in a material adverse effect on the Company's business, operating results and financial condition.

The full extent of the ongoing impact of COVID-19 on the Company's longer-term operational and financial performance will depend on future developments, many of which are outside of our control, including the effectiveness of the mitigation strategies discussed above, the duration and spread of COVID-19 and related travel advisories and restrictions, the impact of COVID-19 on overall long-term demand for air travel, including the impact on overall demand for business travel as a result of increased usage of teleconferencing and other technologies, the impact of COVID-19 on the financial health and operations of the Company's business partners and future governmental actions, all of which are highly uncertain and cannot be predicted. The COVID-19 pandemic has had a material impact on the Company, and the continuation of reduced demand could have a material adverse effect on the Company's business, operating results, financial condition and liquidity.

In addition, an outbreak of another disease or similar public health threat, or fear of such an event, that affects travel demand, travel behavior or travel restrictions could have a material adverse impact on the Company's business, financial condition and operating results. Outbreaks of other diseases could also result in increased government restrictions and regulation, such as those actions described above or otherwise, which could adversely affect our operations.

The Company has a significant amount of financial leverage from fixed obligations and intends to seek material amounts of additional financial liquidity in the short-term, and insufficient liquidity may have a material adverse effect on the Company's financial condition and business.

The Company has a significant amount of financial leverage from fixed obligations, including aircraft lease and debt financings, leases of airport property, secured loan facilities and other facilities, and other material cash obligations. In addition, the Company has substantial noncancelable commitments for capital expenditures, including for the acquisition of new aircraft and related spare engines.

In addition, in response to the travel restrictions, decreased demand and other effects the COVID-19 pandemic has had and is expected to have on the Company's business, the Company currently intends to continue to seek material amounts of additional financial liquidity in the short-term, which may include the proposed MileagePlus Financing, the proposed drawing of loans under the Loan Program of the CARES Act, the issuance of additional unsecured or secured debt securities, equity securities and equity-linked securities, the sale of assets as well as additional bilateral and syndicated secured and/or unsecured credit facilities, among other items. There can be no assurance as to the timing of any such incurrence or issuance, which may be in the near term, or that any such additional financing will be completed on favorable terms, or at all. Furthermore, if we consummate the proposed MileagePlus Financing, our indebtedness will increase significantly. As of March 31, 2020, after giving effect to our borrowing on April 7, 2020 of a $250 million secured term loan and our borrowings on April 21 and May 29, 2020 of an aggregate of $1.0 billion under a senior unsecured promissory note to the U.S. Treasury Department pursuant to the Payroll Support Program of the CARES Act, we had total long-term debt of $18.5 billion and $2.0 billion available for borrowing under our revolving credit facility. We also expect to receive an additional approximately $5.0 billion of proceeds in connection with the consummation of the proposed MileagePlus Financing and an additional $4.5 billion under the Loan Program under the CARES Act.
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The Company's substantial level of indebtedness, the Company’s non-investment grade credit rating and the availability of Company assets as collateral for loans or other indebtedness, which available collateral has been reduced as a result of additional secured term loan facilities and would be reduced as a result of the proposed MileagePlus Financing, any CARES Act Loan Program borrowings and other future liquidity-raising transactions, may make it difficult for the Company to raise additional capital if needed to meet its liquidity needs on acceptable terms, or at all. Furthermore, the commitment letter for the proposed MileagePlus Financing limits our ability to access the capital markets in certain circumstances beginning on the date on which we entered into the commitment letter and ending on the earlier of forty-five days after the funding of the term loan facility and the successful syndication of the MileagePlus Financing.

Although the Company's cash flows from operations and its available capital, including the proceeds from financing transactions, have been sufficient to meet its obligations and commitments to date, the Company's liquidity has been, and may in the future be, negatively affected by the risk factors discussed in the 2019 Form 10-K, as updated by the Q1 2020 Form 10-Q and this report, including risks related to future results arising from the COVID-19 pandemic. If the Company's liquidity is materially diminished, the Company’s cash flow available for general corporate purposes may be materially and adversely affected. In particular, with respect to the proposed MileagePlus Financings, the cash flows generated by the MileagePlus business would be required to first satisfy interest and principal due thereunder. Therefore, following the consummation of the proposed MileagePlus Financing, the cash generated by the MileagePlus program will not be fully available for our operations or to satisfy our other indebtedness obligations for the seven-year term of the proposed MileagePlus Financing debt. This limitation on our cash flows could have a material adverse effect on our operations and flexibility.

A material reduction in the Company’s liquidity could also result in the Company not being able to timely pay its leases and debts or comply with material provisions of its contractual obligations, including covenants under its financing and credit card processing agreements. Moreover, as a result of the Company's recently-completed financing activities in response to the COVID-19 pandemic, the number of financings with respect to which such covenants and provisions apply has increased, thereby subjecting the Company to more substantial risk of cross-default and cross-acceleration in the event of breach, and additional covenants and provisions could become binding on the Company as it continues to seek additional liquidity. In addition, the Company has agreements with financial institutions that process customer credit card transactions for the sale of air travel and other services. Under certain of the Company's credit card processing agreements, the financial institutions in certain circumstances have the right to require that the Company maintain a reserve equal to a portion of advance ticket sales that have been processed by that financial institution, but for which the Company has not yet provided the air transportation. Such financial institutions may require cash or other collateral reserves to be established or withholding of payments related to receivables to be collected, including if the Company does not maintain certain minimum levels of unrestricted cash, cash equivalents and short-term investments. In light of the effect COVID-19 is having on demand and, in turn, capacity, the Company has seen an increase in demand from consumers for refunds on their tickets, and we anticipate some level of increased demand for refunds on tickets will continue to be the case for the near future. Refunds lower our liquidity and put us at risk of triggering liquidity covenants in these processing agreements and, in doing so, could force us to post cash collateral with the credit card companies for advance ticket sales. The Company also maintains certain insurance- and surety-related agreements under which counterparties may require collateral.
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In addition to the foregoing, the degree to which we are leveraged could have important consequences to holders of our securities, including the following:

· we must dedicate a substantial portion of cash flow from operations to the payment of principal and interest on applicable indebtedness, which, in turn, reduces funds available for operations and capital expenditures;

· our flexibility in planning for, or reacting to, changes in the markets in which we compete may be limited;

· we may be at a competitive disadvantage relative to our competitors with less indebtedness;

· we are rendered more vulnerable to general adverse economic and industry conditions;

· we are exposed to increased interest rate risk given that a portion of our indebtedness obligations are at variable interest rates; and

· our credit ratings may be reduced and our debt and equity securities may significantly decrease in value.

Finally, as of May 31, 2020, the Company had $7.3 billion in variable rate indebtedness, all or a portion of which uses London interbank offered rates ("LIBOR") as a benchmark for establishing applicable rates. As announced in July 2017, LIBOR is expected to be phased out by the end of 2021. Although many of our LIBOR-based obligations provide for alternative methods of calculating the interest rate payable if LIBOR is not reported, the extent and manner of any future changes with respect to methods of calculating LIBOR or replacing LIBOR with another benchmark are unknown and impossible to predict at this time and, as such, may result in interest rates that are materially higher than current interest rates. If interest rates applicable to the Company's variable interest indebtedness increase, the Company's interest expense will also increase, which could make it difficult for the Company to make interest payments and fund other fixed costs and, in turn, adversely impact our cash flow available for general corporate purposes.

See Part I, Item 2. Management's Discussion and Analysis of Financial Condition and Results of Operations, of the Q1 2020 Form 10-Q for additional information regarding the Company's liquidity as of March 31, 2020.

The proposed MileagePlus Financing may not be completed.

The obligation of the Committed Lenders to fund the proposed MileagePlus Financing is subject to a number of customary conditions precedent set forth in their commitment letter, including, among others, the absence of a material adverse change from December 31, 2019 until the time of funding, except as disclosed in our public filings. A material adverse change under the commitment letter means a material adverse effect on the Company’s consolidated operations, business or financial condition taken as a whole, the validity or enforceability of the documentation governing the proposed MileagePlus Financing or the rights or remedies of the lenders and secured parties thereunder, the ability of MPH and MIPA to pay the obligations under such documentation, the validity of, enforceability of or collectability under certain agreements constituting collateral for the financing, taken as a whole or the ability of MPH, MIPA, UAL or United to perform their obligations under certain of such agreements. The occurrence of this and certain other conditions precedent are outside of our control. We may not be able to complete the MileagePlus Financing if we are not able to satisfy any of these conditions precedent or if other events were to occur. Because the MileagePlus program is one of our most significant unencumbered assets, if the proposed MileagePlus Financing is not completed, we will likely need to pursue other financing alternatives, and there is no assurance that we will be able to consummate any such alternatives on acceptable terms or at all.

If we are not able to comply with the covenants in the proposed MileagePlus Financing agreements, our lenders could accelerate the MileagePlus indebtedness, foreclose upon the collateral securing the MileagePlus indebtedness or exercise other remedies, which would have a material adverse effect on our business, results of operations and financial condition.

The covenants in the agreements governing the proposed MileagePlus Financing contain a number of provisions that will limit our ability to modify aspects of the MileagePlus program if such modifications would be reasonably expected to have a material adverse effect on the MileagePlus program or on our ability to pay the obligations under the MileagePlus Financing agreements. Moreover, the terms of such agreements will also place certain restrictions on our establishing or owning another mileage or loyalty program and our ability to make material modifications to our agreements with certain MileagePlus partners. Furthermore, the proposed MileagePlus Financing may also negatively affect certain material business relationships, and if any such relationship were to be materially impaired and/or terminated, we could experience a material adverse effect on our business, results of operations and financial condition.
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The agreements governing the proposed MileagePlus Financing will restrict our ability to terminate or modify the intercompany agreements governing the relationship between United and the MileagePlus program, including the agreement governing the rate that United must pay MPH for the purchase of miles and United’s obligation to make certain seat inventory available to MPH for redemption. Such restrictions will be in addition to restrictions on the ability of the obligors under the MileagePlus indebtedness to make restricted payments, incur additional indebtedness, dispose of, create or incur certain liens on, or transfer or convey, the collateral securing the MileagePlus indebtedness, enter into certain transactions with affiliates, merge, consolidate, or sell assets, or designate certain subsidiaries as unrestricted. Complying with these covenants may restrict our ability to make material changes to the operation of the MPH business and may limit our ability to take advantage of business opportunities that may be in our long-term interest. We may also take actions, or omit to take actions, to comply with such covenants that could have a material adverse effect on our business and operations.

Our failure to comply with any of these covenants or restrictions could result in a default under the agreements governing the proposed MileagePlus Financing, which could lead to an acceleration of the debt under such instruments and, in some cases, the acceleration of debt under other instruments that contain cross-default or cross-acceleration provisions, each of which could have a material adverse effect on us. In the case of an event of default under the agreements governing the MileagePlus Financing agreements, or a cross-default or cross-acceleration under our other indebtedness, we may not have sufficient funds available to make the required payments. If we are unable to repay amounts owed under the agreements governing the proposed MileagePlus Financing, the lenders or noteholders thereunder may choose to exercise their remedies in respect of the collateral securing such indebtedness, including foreclosing upon the MileagePlus collateral, in which case we would lose the right to operate the MileagePlus program thereafter. The exercise of such remedies, especially the loss of the MileagePlus program, would have a material adverse effect on our business, results of operations and financial condition.

In connection with the proposed MileagePlus Financing, we will be required to contribute certain assets, including certain MileagePlus intellectual property, including brands and member data, to a newly-formed subsidiary structured to be bankruptcy remote that will serve as a co-issuer of the MileagePlus Financing indebtedness, the assets of which subsidiary will be collateral for such indebtedness. United and MPH will have the right to use the contributed intellectual property pursuant to a license agreement with the newly formed subsidiary. Such license agreement will be terminated, and our right to use such intellectual property will cease, upon specified termination events, including, but not limited to, our failure to assume the license agreement and various related intercompany agreements in a restructuring process. The termination of the license agreement would be an event of default under the agreements governing the MileagePlus Financing and in certain circumstances would trigger a liquidated damages payment in an amount that is several multiples of the principal amount of the MileagePlus Financing debt. Thus, the terms of the MileagePlus Financing will limit our flexibility to manage our capital structure going forward, and as a result, in the future we may take actions to ensure that the MileagePlus Financing debt is satisfied or that the lenders’ remedies under such debt are not exercised, potentially to the detriment of our other creditors.

Our significant investments in AVH and its affiliates, and the commercial relationships that we have with Avianca may not produce the returns or results we expect.

In November 2018, as part of our global network strategy, United entered into a revenue-sharing joint business arrangement (“JBA”) with Aerovías del Continente Americano S.A. (“Avianca”), a subsidiary of Avianca Holdings, S.A. (“AVH”), Copa Airlines and several of their respective affiliates, subject to regulatory approval. Concurrently with this transaction, United, as lender, entered into a Term Loan Agreement (the “BRW Term Loan Agreement”) with, among others, BRW Aviation Holding LLC (“BRW Holding”) and BRW Aviation LLC (“BRW”), as guarantor and borrower, respectively. Pursuant to the BRW Term Loan Agreement, United provided to BRW a $456 million term loan (the “BRW Term Loan”), secured by a pledge of BRW's equity, as well as BRW's 516 million common shares of AVH (which are eligible to be converted into the same number of preferred shares, which may be deposited with the depositary for AVH's American Depositary Receipts (“ADRs”), the class of AVH securities that trades on the New York Stock Exchange (the “NYSE”), in exchange for 64.5 million ADRs) (such shares and equity, collectively, the “BRW Loan Collateral”). In connection with funding the BRW Term Loan Agreement, the Company entered into an agreement with Kingsland Holdings Limited, AVH's largest minority shareholder (“Kingsland”), pursuant to which United granted to Kingsland a right to put its AVH common shares to United at market price on the fifth anniversary of the BRW Term Loan Agreement or upon certain sales of AVH common shares owned by BRW, including upon a foreclosure of United's security interest or any completed liquidation or dissolution of AVH, and also guaranteed BRW's obligation to pay Kingsland the excess, if any, of $12 per ADR on the NYSE and such market price of AVH common shares on the fifth anniversary, or upon any such sale, as applicable (the “Cooperation Payment”), for an aggregate maximum possible combined put payment and guarantee amount of $217 million. See Notes 7 and 9 to the financial statements included in Part I, Item 1 of the Q1 2020 Form 10-Q for additional information regarding our obligations to Kingsland and their interrelationship with the BRW Term Loan Agreement.
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BRW is currently in default under the BRW Term Loan Agreement. In order to protect the value of its collateral, on May 24, 2019, United began to exercise certain remedies available to it under the terms of the BRW Term Loan Agreement and related documents. In connection with the delivery by United of a notice of default to BRW, Kingsland, was granted, in accordance with the agreements related to the BRW Term Loan Agreement, authority to manage BRW, which remains the majority shareholder of AVH. After a hearing on September 26, 2019, a New York state court granted Kingsland summary judgment authorizing it to foreclose on the BRW Loan Collateral under the BRW Term Loan Agreement. Kingsland then continued with the foreclosure process, which was expected to result in a judicially supervised sale of the BRW Loan Collateral. The New York state court also granted Kingsland's motion for a preliminary injunction that, among other things, enjoins BRW Holding from interfering with Kingsland's ability to exercise voting and other rights in certain equity interests in BRW. These rulings are intermediate steps in the judicial foreclosure process in New York and are subject to appeal.

The judicial foreclosure process is subject to significant uncertainty given the filing by AVH and certain of its affiliates of voluntary reorganization proceedings under Chapter 11 of the United States Bankruptcy Code in the U.S. Bankruptcy Court for the Southern District of New York on May 10, 2020 (as described in more detail below, the “AVH Reorganization Proceedings”). In light of the AVH Reorganization Proceedings, the New York state court judge presiding over the foreclosure proceedings agreed to stay those proceedings until later this year. The repayment of the BRW Term Loan is dependent on this judicial foreclosure process and the value of the BRW Loan Collateral, if any, during or upon the conclusion of the AVH Reorganization Proceedings, and there is no assurance that a judicial foreclosure sale will be completed, or, if completed, will result in the full satisfaction of all of the obligations under the BRW Term Loan, including the obligation to repay United for any payment made in respect of our guarantee of the Cooperation Payment. In that regard, based on United's assessment of AVH's financial uncertainty and the fact that Avianca has currently ceased operations as a consequence of the COVID-19 pandemic, during the three months ended March 31, 2020, the Company recorded a $697 million expected credit loss allowance for the BRW Term Loan and the Cooperation Payment. Even if a foreclosure sale of the BRW Loan Collateral were to proceed, the amount we receive from such a foreclosure sale may be inadequate to fully pay the amounts owed to us by BRW (including in respect of any payment we make in respect of the Cooperation Payment, if any) and our costs incurred to foreclose, repossess and sell the collateral. In addition, our ability to enforce a deficiency judgment against BRW in the event that the proceeds from the sale of the BRW Loan Collateral in the judicial foreclosure are insufficient to repay the full amount of the BRW Term Loan may be limited. Any of these circumstances may lead to a loss or delay in the repayment of the BRW Term Loan. In addition, depending on the impact of the AVH Reorganization Proceedings on the equity interests of AVH, the value of the BRW Loan Collateral could be significantly and adversely affected, or the BRW Loan Collateral could be eliminated entirely, and United may not be able to recover any amounts owed to us by BRW (including in respect of any payment we make in respect of the Cooperation Payment, if any).

In November 2019, United entered into a senior secured convertible term loan agreement (the “AVH Convertible Loan Agreement”) with, among others, AVH, as borrower, for the provision by the lenders thereunder (including United) to AVH of convertible term loans for general corporate purposes. In December 2019, United provided such a convertible term loan to AVH under the AVH Convertible Loan Agreement in the aggregate amount of $150 million (the “AVH Convertible Loan”). See Notes 7 and 9 to the financial statements included in Part I, Item 1 of the Company's Q1 2020 Form 10-Q for additional information regarding our investments in AVH and its affiliates and our guarantee of the Cooperation Payment, respectively.
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Upon the commencement of the AVH Reorganization Proceedings, an automatic stay was imposed that prohibits us from attempting to collect pre-bankruptcy debts from AVH or its properties, including repayment of the AVH Convertible Loan, and any other claims we may have against AVH or its affiliates unless we obtain relief from the automatic stay from the bankruptcy court. The AVH Convertible Loan is secured by a pledge of equity interests in certain of AVH’s major subsidiaries, including LifeMiles, Ltd., the indirect subsidiary of AVH that owns and operates the LifeMiles frequent flier program and did not file for bankruptcy protection (“LifeMiles”), and, until released, certain Colombian Peso-denominated credit card receivables owing to Avianca, a guarantor under the AVH Convertible Loan Agreement. However, the amount of the claim with respect to the AVH Convertible Loan will be determined to be secured only to the extent of the value of the underlying collateral securing our claim and there is no assurance that the AVH Convertible Loan will be repaid in full. The duration of the AVH Reorganization Proceedings is difficult to predict, and United’s recovery on its claims, including possibly its secured claim on account the AVH Convertible Loan, may be adversely affected by delays while a plan of reorganization is being negotiated, approved by parties in interest and confirmed by the bankruptcy court until it ultimately becomes effective.

These transactions and relationships involve significant challenges and risks, particularly given the AVH Reorganization Proceedings, the impact of the COVID-19 pandemic and the judicial foreclosure process to which the repayment of the BRW Term Loan is subject. Furthermore, while we have worked closely with Avianca in connection with the JBA, and have supported AVH by providing capital in the form of the AVH Convertible Loan, Avianca is a separately certificated commercial air carrier, and we do not have control over its or AVH's operations, strategy, management or business methods. Avianca is also subject to a number of the same risks as our business, which are described in the Company's 2019 Form 10-K, as updated by the Q1 2020 Form 10-Q and this report, including the impact of the COVID-19 pandemic, competitive pressures on pricing, demand and capacity, changes in aircraft fuel pricing, and the impact of global and local political and economic conditions on operations and customer travel patterns, among others, as well as to its own distinct financial and operational risks.

As a result of these and other factors, including the AVH Reorganization Proceedings and delays in foreclosure proceedings, we may not receive full (or any) repayment of our BRW Term Loan (including any payment we make in respect of the Cooperation Payment) or our AVH Convertible Loan, and we may be unable to realize the full (or any) value of the BRW Loan Collateral or the collateral securing the AVH Convertible Loan. As a consequence, we may not realize a satisfactory (or any) return on our invested or loaned funds with respect to AVH and its affiliates.

Further, these investments may not generate the revenue or operational synergies we expect, and they may distract management focus from our operations or other strategic options. Finally, our reliance on Avianca in the region in which it operates may negatively impact our global operations and results if AVH does not successfully emerge from the AVH Reorganization Proceedings or the COVID-19 pandemic, if the JBA is rejected in connection with the AVH Reorganization Proceedings or if AVH is otherwise impacted by general business risks or performs below our expectations or needs. Any one or more of these events could have a material adverse effect on our operating results or financial condition.

Cautionary Statement Regarding Forward-Looking Statements:

Certain statements in this Current Report on Form 8-K are forward-looking and thus reflect the Company’s current expectations and beliefs with respect to certain current and future events and anticipated financial and operating performance. Such forward-looking statements are and will be subject to many risks and uncertainties relating to the Company’s operations and business environment that may cause actual results to differ materially from any future results expressed or implied in such forward-looking statements. Words such as “expects,” “will,” “plans,” “anticipates,” “indicates,” “remains,” “believes,” “estimates,” “forecast,” “guidance,” “outlook,” “goals,” “targets” and similar expressions are intended to identify forward-looking statements.

Additionally, forward-looking statements include statements that do not relate solely to historical facts, such as statements which identify uncertainties or trends, discuss the possible future effects of current known trends or uncertainties, or which indicate that the future effects of known trends or uncertainties cannot be predicted, guaranteed or assured. All forward-looking statements in this report are based upon information available to the Company on the date of this report. The Company undertakes no obligation to publicly update or revise any forward-looking statement, whether as a result of new information, future events, changed circumstances or otherwise, except as required by applicable law.
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The Company’s actual results could differ materially from these forward-looking statements due to numerous factors including, without limitation, the following: the duration and spread of the ongoing global COVID-19 pandemic and the outbreak of any other disease or similar public health threat and the impact on the business, results of operations and financial condition of the Company; the risk that the MileagePlus Financing is not completed; the lenders’ ability to accelerate the MileagePlus indebtedness, foreclose upon the collateral securing the MileagePlus indebtedness or exercise other remedies if the Company is not able to comply with the covenants in the MileagePlus Financing agreement; the final terms of borrowing pursuant to the Loan Program under the CARES Act, if any, and the effects of the grant and promissory note through the Payroll Support Program under the CARES Act; the costs and availability of financing; the Company’s significant amount of financial leverage from fixed obligations and ability to seek additional liquidity and maintain adequate liquidity; the Company’s ability to comply with the terms of its various financing arrangements; the material disruption of the Company’s strategic operating plan as a result of the COVID-19 pandemic and the Company’s ability to execute its strategic operating plans in the long term; general economic conditions (including interest rates, foreign currency exchange rates, investment or credit market conditions, crude oil prices, costs of aircraft fuel and energy refining capacity in relevant markets); risks of doing business globally, including instability and political developments that may impact its operations in certain countries; demand for travel and the impact that global economic and political conditions have on customer travel patterns; the Company’s capacity decisions and the capacity decisions of its competitors; competitive pressures on pricing and on demand; changes in aircraft fuel prices; disruptions in the Company’s supply of aircraft fuel; the Company’s ability to cost-effectively hedge against increases in the price of aircraft fuel, if it decides to do so; the effects of any technology failures, cybersecurity or significant data breaches; disruptions to services provided by third-party service providers; potential reputational or other impact from adverse events involving the Company’s aircraft or operations, the aircraft or operations of its regional carriers or its code share partners or the aircraft or operations of another airline; the Company’s ability to attract and retain customers; the effects of any terrorist attacks, international hostilities or other security events, or the fear of such events; the mandatory grounding of aircraft in the Company’s fleet; disruptions to the Company’s regional network as a result of the COVID-19 pandemic or otherwise; the impact of regulatory, investigative and legal proceedings and legal compliance risks; the success of the Company’s investments in other airlines, including in other parts of the world, which involve significant challenges and risks, particularly given the impact of the COVID-19 pandemic; industry consolidation or changes in airline alliances; the ability of other air carriers with whom the Company has alliances or partnerships to provide the services contemplated by the respective arrangements with such carriers; costs associated with any modification or termination of the Company’s aircraft orders; disruptions in the availability of aircraft, parts or support from its suppliers; the Company’s ability to maintain satisfactory labor relations and the results of any collective bargaining agreement process with its union groups; any disruptions to operations due to any potential actions by the Company’s labor groups; labor costs; the impact of any management changes; extended interruptions or disruptions in service at major airports where the Company operates; U.S. or foreign governmental legislation, regulation and other actions (including Open Skies agreements, environmental regulations and the United Kingdom’s withdrawal from the European Union); the seasonality of the airline industry; weather conditions; the costs and availability of aviation and other insurance; the Company’s ability to realize the full value of its intangible assets and long-lived assets; any impact to the Company’s reputation or brand image and other risks and uncertainties set forth under Part I, Item 1A., “Risk Factors,” of the 2019 Form 10-K, as updated by our Q1 2020 Form 10-Q and this report, as well as other risks and uncertainties set forth from time to time in the reports we file with the SEC.
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Exhibit 99.2

Summary of Terms and Conditions

$5.0 Billion Senior Secured Term Loan Facility

Mileage Plus Holdings, LLC

This Summary of Terms and Conditions is a summary of principal terms and conditions for the Term Facility (defined below). This Summary of Terms and Conditions is not intended to summarize all of the conditions, covenants, representations, warranties and other provisions that will be contained in the definitive documentation for the Term Facility (as defined below) and is qualified in its entirety by reference thereto. Further, as the documentation for the Term Facility is not finalized, these terms are subject to change in all respects, and reference should be made to the definitive documentation for the final terms of the Term Facility.

	Borrowers
	Mileage Plus Holdings, LLC, a Delaware limited liability company (the “Company”), and Mileage

	
	Plus Intellectual Property Assets, Ltd., an exempted company incorporated with limited liability under

	
	the laws of the Cayman Islands (“IPB” and together with the Company, each a “Borrower” and

	
	together, the “Borrowers”). The Company shall have at least one independent manager and the IPB

	
	shall have at least two independent managers, in each case, which such managers are not affiliated

	
	with the Borrowers or United or the Master Collateral Agent and whose consent is necessary for any

	
	voluntary bankruptcy filing by such entity. IPB is a special-purpose entity that will have no business

	
	other than the transactions described herein or in the Credit Documentation.  Additionally, IPB will

	
	issue a special share to Walkers Fiduciary Limited who has granted a proxy to vote such share to the

	
	Master Collateral Agent.  The consent of the special shareholder will be necessary solely for any

	
	voluntary bankruptcy filing.

	Parent Guarantors
	Each of United Airlines Holdings, Inc., a Delaware corporation (the “Parent”), and United Airlines,

	
	Inc., a Delaware corporation (“United”, together with the Parent, the “Parent Guarantors” and

	
	collectively with the Borrowers, the “Parent/Borrower Parties”).

	Company Subsidiary Guarantors
	Mileage Plus, Inc., a Delaware corporation, MPH I, Inc., a Delaware corporation and Mileage Plus

	
	Marketing, Inc., a Delaware corporation and each subsidiary of the Company, including the

	
	Aggregator Entities (as defined below) (the “Company Subsidiary Guarantors”), but excluding

	
	IPB.

	
	“Aggregator Entity” shall mean each entity (other than United and the Borrowers) party to an IP

	
	Contribution Agreement.

	Parent Subsidiary Guarantors
	Each subsidiary of Parent (other than United, a Borrower or a Company Subsidiary Guarantor) that is

	
	not an Excluded Subsidiary (each a “Parent Subsidiary Guarantor”, and together with the Parent

	
	Guarantors, the Borrowers and the Company Subsidiary Guarantors, the “Guarantors” or the “Loan

	
	Parties”).

	Guaranty
	Each Guarantor shall jointly and severally guarantee all of the Borrowers’ obligations under the Term

	
	Facility on a senior basis (the “Guaranty”).

	
	



Excluded Subsidiaries


The Credit Documentation will carve out from the guarantee requirement each (i) Immaterial Subsidiary, (ii) unrestricted subsidiary, (iii) foreign subsidiary, (iv) captive insurance company that is prohibited from becoming a Guarantor pursuant to applicable rules and regulations, (v) receivables subsidiary, (vi) Specified Acquisition Subsidiary, and (vii) United Ground Express, Inc. (“UGE”). For the avoidance of doubt, none of the Company, the Borrower nor any of their respective subsidiaries (including the Aggregator Entities) can be an Excluded Subsidiary.


“Immaterial Subsidiaries” shall mean one or more subsidiaries, for which (a) the assets of all such subsidiaries constitute, in the aggregate, no more than 5.0% of the total assets of the Parent and its subsidiaries on a consolidated basis, and (b) the revenues of all such subsidiaries account for, in the aggregate, no more than 5.0% of the total revenues of the Parent and its subsidiaries on a consolidated basis for the twelve-month period; provided that (x) a subsidiary will not be considered to be an Immaterial Subsidiary if it (i) is a subsidiary of the Company, (ii) directly or indirectly guarantees, or pledges any property or assets to secure, any obligations under the Credit Documentation, or (iii) owns any properties or assets that constitute Collateral and (y) (i) CALFINCO Inc., and (ii) Covia LLC shall not be Immaterial Subsidiaries.


“Specified Acquisition Subsidiary” means any subsidiary (x) acquired by Parent or any of its subsidiaries (other than any Borrower or a Company Subsidiary Guarantor) after the Closing Date or

(y) which is an entity formed in connection with the acquisition of a subsidiary or any other assets (including any business lines or divisions) from (or constituting) a commercial airline carrier or any of its affiliates with a Loyalty Program, in each case so long as (a) a guarantee by such subsidiary of the obligations under the Credit Documentation are prohibited by applicable law, rule or regulation or by any contractual obligation, or require consent, approval, license or authorization, including from a governmental authority or counterparty to any contract (unless such consent, approval, license or authorization has been received; provided, that there shall be no obligation to obtain such consent) so long as (except in the case of a subsidiary described in clause (y) above) such prohibition is not created in contemplation of such acquisition; (b) which has not guaranteed or pledged its assets to secure (nor has its equity been pledged to secure) any indebtedness of Parent or any of its subsidiaries (other than any other Specified Acquisition Subsidiary or any of its subsidiaries); and (c) any indebtedness of which is not guaranteed or secured by the assets of Parent or any of its subsidiaries (other than any other Specified Acquisition Subsidiary or any of its subsidiaries).

Notwithstanding the foregoing, (i) no subsidiary may be designated an unrestricted subsidiary if, as a result of such designation, either (a) the assets of all subsidiaries that are Immaterial Subsidiaries or unrestricted subsidiaries shall constitute, in the aggregate, more than 5.0% of the total assets of the Parent and its subsidiaries on a consolidated basis, or (b) the revenues of all subsidiaries that are Immaterial Subsidiaries or unrestricted subsidiaries account for, in the aggregate, more than 5.0% of the total revenues of the Parent and its subsidiaries on a consolidated basis for the twelve-month period ending on the last day of the most recent fiscal quarter of the Parent and (ii) (x) CALFINCO Inc., and (y) Covia LLC shall not be unrestricted subsidiaries.
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	Administrative Agent
	Goldman Sachs Bank USA (in such capacity, the “Administrative Agent”).

	Master Collateral Agent and
	Wilmington Trust, National Association (in such capacities, the “Master Collateral Agent” and the

	Collateral Administrator
	“Collateral Administrator”).

	Account Bank
	Wilmington Trust, National Association, with respect to the Collection Account, the Payment

	
	Account and the Reserve Account (in such capacity, an “Account Bank”).  In the event that the

	
	Account  Bank  shall  no  longer  have  the  required  deposit  rating  (as  defined  in  the  Credit

	
	Documentation), the Company shall be permitted to and shall promptly, and in any event within 30

	
	days, move the Collection Account, the Payment Account and the Reserve Account to a depository

	
	institution selected by the Company, subject to the approval of the Administrative Agent, such consent

	
	not to be unreasonably withheld, conditioned, delayed or denied, that has the required deposit rating,

	
	and will cause such depositary institution to execute a triparty agreement granting control to the

	
	Master Collateral Agent over such accounts.

	Agents
	The Administrative Agent, the Master Collateral Agent, the Collateral Administrator and the Account

	
	Bank (the “Agents”, and together with the Lenders, the “Secured Parties”).

	Joint Lead Arrangers and Joint Bookrunner
	Goldman Sachs Lending Partners LLC, Barclays Bank PLC and Morgan Stanley Senior Funding, Inc.

	
	(collectively, the “Lead Arrangers”).

	Lenders
	Goldman Sachs Lending Partners LLC, Barclays Bank PLC and Morgan Stanley Senior Funding, Inc.

	
	and a group of lenders selected by the Lead Arrangers and consented to (such consent not to be

	
	unreasonably withheld or delayed) by the Borrowers and excluding, for the avoidance of doubt, any

	
	disqualified lenders (the “Lenders”).

	Facility
	An aggregate principal amount of up to $5.0 billion (the “Term Facility” and the loans thereunder,

	
	the “Initial Term Loans”, and together with the Incremental Term Loans and the Replacement Term

	
	Loans, the “Term Loans”) minus the gross cash proceeds, net of any original issue discount, from the

	
	issuance of any Permitted First Lien Notes (as defined below) or permanent debt.

	Availability
	The Term Loans will be available in a single drawing on a closing date (the “Closing Date”).  The

	
	Term Loans may not be re-borrowed once repaid.

	Use of Proceeds
	The Borrowers will use the net proceeds of the Term Loans (after deducting fees, costs and expenses

	
	of the transaction) to fund the Reserve Account (as defined below) and to make an intercompany loan

	
	to the Parent and United (the “MileagePlus Intercompany Loan”).
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	Incremental Term Loans
	The Borrowers shall have the right to request an increase to the Term Facility or one or more new

	
	term loan facilities (the “Incremental Term Loans”), so long as certain conditions are met, including

	
	the following:

	
	(a)   after giving effect to the Incremental Term Loans, the aggregate outstanding principal

	
	amount of the existing Term Loans and any Permitted First Lien Notes (such existing debt,

	
	the “Priority Lien Debt”), giving effect to any reductions of such outstanding amount

	
	including as a result of any voluntary prepayments (including those pursuant to debt

	
	buybacks made by the Borrowers in an amount equal to the face value of such indebtedness),

	
	mandatory prepayments and amortization of Priority Lien Debt prior to such time, shall not

	
	(excluding any fees, premiums, costs and expenses) exceed an amount equal to $[6.8 billion]

	
	(the “Priority Lien Cap”);

	
	(b) the Rating Agency Condition has been satisfied;

	
	(c)  the pro forma Peak Debt Service Coverage Ratio (calculated using the Maximum Quarterly

	
	Debt Service of the then existing Term Loans and the Incremental Term Loans) as of the

	
	immediately preceding Determination Date, immediately after giving effect to the making of

	
	the Incremental Term Loans shall be more than (A) so long as a DSCR Step-up Period is not

	
	in effect, (i) for any date of determination prior to the Determination Date occurring in

	
	March, 2022, 1.50:1.00, (ii) for any date of determination during the period beginning on or

	
	after the Determination Date occurring in March 2022 but excluding the Determination Date

	
	occurring in September 2022, 1.75:1.00 and (iii) for any date of determination occurring on

	
	or after the Determination Date in September 2022, 2.25:1.00 and (B) if a DSCR Step-up

	
	Period is in effect on any Determination Date, 2.25:1.00;

	
	(d)  there is no action, proceeding, or investigation pending or threatened in writing against any

	
	Loan Party before any court or administrative agency that has a reasonable likelihood of

	
	adverse determination, which determination would reasonably be expected to result in a

	
	Material Adverse Effect;

	
	(e)  the maturity date for any Incremental Term Loans shall not be earlier than the latest maturity

	
	date for the then-outstanding Term Loans; and such Incremental Term Loans shall not have a

	
	weighted average life to maturity shorter than the weighted average life to maturity of the

	
	then-outstanding Term Loans;

	
	(f)   to the extent that the terms and provisions of Incremental Term Loans are not identical to

	
	any outstanding class of Term Loans (except to the extent permitted by the clause (e) above

	
	and (g) below), such terms and conditions shall (A) be reasonably acceptable to the

	
	Administrative Agent or (B) not be materially more restrictive to the Borrower and the

	
	Company Subsidiary Guarantors (as determined in good faith by the Borrowers), when taken

	
	as a whole, than the terms of the then-outstanding Term Loans (except for (1) covenants,

	
	events of default and guarantees applicable only to periods after the latest maturity date of

	
	any then outstanding Loan Parties (as of the date of the incurrence of such Incremental Term

	
	Loans) and (2) subject to clause (i), pricing, fees, rate floors, premiums, optional prepayment

	
	or redemption terms) unless the Lenders under the then-outstanding Term Loans, receive the

	
	benefit of such more restrictive terms;
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(g) terms and provisions with respect to interest rates, maturity date and amortization schedule of Incremental Term Loans shall be as agreed upon between the Borrowers and the applicable Lenders providing such Incremental Term Loans (it being understood that the Incremental Term Loans may be part of any existing class of Term Loans);

(h) such Incremental Term Loans shall not be subject to any guarantee by any person other than a Loan Party and shall not be secured by a lien on any asset other than any asset constituting Collateral (except to the extent that any additional collateral security is added to the Collateral to secure, and additional guarantees are added for the benefit of, the then-outstanding Term Loans); and

(i) the All-In Yield applicable to any Incremental Term Loans shall be determined by the Company and the applicable Lenders providing such Incremental Term Loans; provided, that if the All-In Yield of any such Incremental Term Loans exceeds the All-In Yield on any then-existing Term Loans (calculated in the same manner and after giving effect to any amendment to interest rate margins applicable to such existing Term Loans after the Closing Date but immediately prior to the time of the making of such Incremental Term Loans) by more than 0.50%, the applicable margins applicable to such existing Term Loans shall be increased to the extent necessary so that the yield on such Term Loans is 0.50% less than the All-In Yield on such Incremental Term Loans (it being agreed that any increase in yield to such existing Term Loans required due to the application of a LIBO Rate or Alternate Base Rate floor on any Incremental Term Loans shall be effected solely through an increase in (or implementation of, as applicable) any LIBO Rate or Alternate Base Rate floor applicable to such existing Term Loans).

“All-In Yield” shall mean as to any debt, the yield thereof, whether in the form of interest rate, margin, original issue discount, upfront fees, a LIBOR or Alternate Base Rate, or otherwise, in each case, incurred or payable by the Borrowers generally to all the lenders of such Indebtedness; provided that upfront fees and original issue discount shall be equated to interest rate based upon an assumed four year average life to maturity (e.g., 100 basis points of original issue discount equals 25 basis points of interest rate margin for a four year average life to maturity); provided, further, that “All-In Yield” shall exclude any structuring, ticking, unused line, commitment, amendment, consent, underwriting, syndication and arranger fees, other similar fees and other fees not generally paid to all lenders and, if applicable, consent fees paid generally to consenting lenders.
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	Maturity
	The seventh anniversary of the Closing Date; provided that the Credit Documentation shall provide

	
	customary provisions whereby individual Lenders may agree to extend the maturity of their Term

	
	Loans upon the request of the Borrowers and without the consent of any other Lender (as further

	
	described under the heading “Voting” below).

	Interest Rate
	The interest rates per annum applicable to the Term Facility will be (i) LIBO Rate plus [__]% per

	
	annum, subject to a LIBO Rate floor of 1.0%, or (ii) if the LIBO Rate is unavailable, the Alternate

	
	Base Rate plus [__]% per annum, subject to an Alternate Base Rate floor of 0.0%. Interest shall be

	
	payable in cash, quarterly in arrears on each Payment Date. The Credit Documentation with include

	
	customary LIBO Rate replacement provisions.

	
	At any time when the Borrowers are in default in the payment of any amount of principal or interest

	
	due under the Term Facility, such overdue amount shall bear interest at 2% above the rate otherwise

	
	applicable thereto. Overdue fees and other amounts shall bear interest at 2% above the alternate base

	
	rate.

	Payment Dates
	Quarterly, on the 20th calendar day of March, June, September and December of each year, or if such

	
	day is not a business day, the next business day, commencing September 21, 2020.

	Allocation Date
	With respect to any Payment Date and the related Quarterly Reporting Period, the business day that is

	
	two business days prior to such Payment Date.

	Interest-Only Period
	No principal is scheduled to be paid in respect of the Term Loans during the period from the Closing

	
	Date to, but excluding, September 20, 2022. Interest shall be payable in cash, quarterly in arrears on

	
	each Payment Date.

	Principal Payments
	Following the interest-only period, principal shall be payable in equal quarterly installments on each

	
	Payment Date (as such amounts may be adjusted for optional and mandatory prepayments, the

	
	“Scheduled Principal Amortization Amount”).

	Optional Prepayments
	The Term Loans may be prepaid, in whole or in part, in minimum principal amounts to be agreed,

	
	subject to prepayment premiums and non-call periods as set forth in “Premium Payments” below,

	
	together with all accrued interest and unpaid interest thereon, and reimbursement of Lenders’

	
	customary redeployment and breakage costs.  Optional prepayments shall be applied pro rata to

	
	reduce all remaining installments of Scheduled Principal Amortization Amounts.
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Mandatory Prepayments


The Borrowers will prepay (or, with respect to clauses (b), (c) and (e) below, offer to prepay), Term Loans together with all accrued interest and unpaid interest thereon, and reimbursement of Lenders’ customary redeployment and breakage costs, as follows:


(a)	100% of the net cash proceeds of any debt (other than (i) permitted debt, and (ii) any Permitted Pre-Paid Miles Purchase (as defined below)) of the Borrowers;

(b)	100% of the net cash proceeds of insurance and condemnation events received by the Company or any of its subsidiaries subject to customary exceptions, qualifications and reinvestment rights;

(c)	from 100% of the net cash proceeds of any indemnity, termination payment, liquidated damages or similar payment to the Parent or any of its subsidiaries under a MileagePlus Agreement in excess of $50.0 million, in the aggregate after the Closing Date, subject to certain exceptions and limitations;

(d)	100% of the net cash proceeds of any Permitted Pre-Paid Miles Purchase above $300.0 million in the aggregate after the Closing Date; or

(e)	101% of the outstanding principal amount of the Term Loans as a result of a Parent Change of Control.


Mandatory prepayments shall be applied to the Term Loans pro rata to reduce all remaining installments of Scheduled Principal Amortization Amounts.

“Parent Change of Control” to be defined to occur upon the occurrence of following:

(a)	the sale, lease, transfer, conveyance or other disposition (other than by way of merger or consolidation), in one or a series of related transactions, of all or substantially all of the properties or assets of the Parent and its subsidiaries taken as a whole to any person (including any “person” (as that term is used in Section 13(d)(3) of the Exchange Act)), together with a Rating Decline; or

(b) the consummation of any transaction (including, without limitation, any merger or consolidation), the result of which is that any person (including any “person” (as that term is used in Section 13(d)(3) of the Exchange Act)) becomes the beneficial owner, directly or indirectly, of more than 50% of the voting stock of the Parent (subject to certain exceptions), together with a Rating Decline.
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	“Rating Decline” shall mean with respect to the Term Loans, if, within 60 days after public notice of

	
	the occurrence of a Parent Change of Control (which period shall be extended so long as the rating of

	
	the Term Loans is under publicly announced consideration for possible downgrade by any nationally

	
	recognized statistical rating organization that has provided a rating for the Term Facility (each a

	
	“Rating Agency”)), the rating of the Term Loans by each Rating Agency shall be decreased by one or

	
	more gradations provided that a Rating Decline shall not be deemed to have occurred if such Rating

	
	Agencies have not expressly indicated that such downgrade is a result of such Parent Change of

	
	Control.

	
	“Rating Agency Condition” means, with respect to any then-existing Term Loans and any action, the

	
	Borrowers have provided evidence to the Administrative Agent and the Master Collateral Agent that

	
	each Rating Agency that has provided a rating for the Term Facility has provided a written

	
	confirmation that such action will not result in either (A) a withdrawal of its credit ratings on the then-

	
	existing Term Loans or (B) the assignment of credit ratings on the then-existing Term Loans below

	
	the lower of (x) the then-current credit ratings on such Term Loans or (y) the initial credit ratings

	
	assigned to such Term Loans (in each case, without negative implications); provided that any time that

	
	there are no Term Loans rated by a Rating Agency, references to any condition or requirement that the

	
	“Rating Agency Condition” shall have been satisfied shall have no effect and no such action shall be

	
	required.

	
	A combination of the Parent and United shall not be a Change of Control.

	Premium Payments
	Non-callable for a period TBD followed by declining call premiums thereafter.

	Rating
	The Parent/Borrower Parties shall use commercially reasonable efforts to maintain ratings for the

	
	Term Facility from two of the Rating Agencies (but not a specific rating). The Borrowers will be

	
	responsible for all rating agency fees in connection with obtaining and maintaining such ratings.

	MileagePlus Agreements
	All currently existing, future and successor co-branding, partnering or similar agreements related to or

	
	entered into in connection with the MileagePlus Program (as defined below) (the “MileagePlus

	
	Agreements”).
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	Intercompany Agreements
	All currently existing or future agreements governing the sale, transfer or redemption of Miles (as

	
	defined below), use of the MileagePlus Intellectual Property and Excluded Intellectual Property or

	
	provision of services by the Parent Guarantors or any of their subsidiaries to either Borrower or the

	
	Company Subsidiary Guarantors in connection with the MileagePlus Program (the “Intercompany

	
	Agreements”) including: (a) the Third Amended and Restated General Services Agreement, dated on

	
	or about the Closing Date, between the Company and United (the “General Services Agreement”),

	
	(b) the Fourth Amended and Restated MileagePlus Operating Agreement, dated on or about the

	
	Closing Date (the “Operating Agreement”), between the Company and United, (c) the Fourth

	
	Amended and Restated Umbrella Agreement, dated on or about the Closing Date, between the

	
	Company and United (the “Umbrella Agreement”, together with the General Services Agreement

	
	and the Operating Agreement, the “Integrated Agreements”) and (d) for certain circumstances, the

	
	IP Agreements, as defined below. United may terminate its obligations to the Company under the

	
	Integrated Agreements upon written notice at any time upon or after (i) the payment in full of all

	
	senior secured debt obligations or (ii) the sale or disposition of the Company (or any equity interests

	
	in the Company) by the Master Collateral Agent to third parties other than the secured parties after

	
	foreclosure following an Event of Default, the Company ceases to be affiliated with United; provided

	
	that such termination would not affect the rights and obligations of the parties to such agreements that

	
	may have accrued prior to such termination, or as a result of such termination, or that expressly

	
	survive termination pursuant to the terms thereof.

	IP Contribution Structure and IP Contribution
	United, the Company and the Company’s subsidiaries will enter into contribution agreements (the “IP

	Agreements
	Contribution Agreements”) pursuant to which each of United and the Company will contribute all

	
	its rights, title and interest to the MileagePlus Intellectual Property owned or purported to be owned,

	
	or later developed (and owned) or acquired, by United or MPH to IPB through a series of

	
	contributions as described below, provided that such MileagePlus Intellectual Property will be

	
	transferred subject to existing third-party rights to such MileagePlus Intellectual Property under the

	
	MileagePlus Agreements and other permitted liens (collectively “Contributed Property”). United or

	
	the Company, as applicable, may terminate its obligation to contribute later developed or acquired

	
	MileagePlus Intellectual Property to IPB or any immediate assignees upon written notice at any time

	
	upon or after (i) the payment in full of all senior secured debt obligations or (ii) the sale or disposition

	
	of IPB (or any equity interests in IPB) or any immediate assignees by the Master Collateral Agent to

	
	third parties other the secured parties after foreclosure following an Event of Default, IPB or any of

	
	the intermediate assignees cease to be affiliated with United; provided that such termination would not

	
	affect the rights and obligations of the parties that may have accrued prior to such termination, or as a

	
	result of such termination, or that expressly survive termination pursuant to the terms thereof.
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To the extent that certain MileagePlus Intellectual Property cannot be transferred or contributed under applicable law, domain registrar restrictions or existing contractual restrictions (“Specified IP”), such Specified IP will not be contributed to IPB, provided that it will later be contributed if and when it is permissible to do so.

“MileagePlus Intellectual Property” means (a) MileagePlus Customer Data and (b) all intellectual property (i.e., patents, trademarks, brand names, trade dress, know how, copyrights, trade secrets, domain names, social media accounts and other intellectual property, whether registered or unregistered, including unregistered copyrights in software and source code and applications to register any of the foregoing) (but excluding data, which is addressed in clause (a)) owned or purported to be owned, or later developed or acquired and owned or purported to be owned, by United or MPH and required or necessary to operate the MileagePlus Program. In the case of clause (b) MileagePlus Intellectual Property shall exclude intellectual property used to operate the United airline business that, even if used in connection with the MileagePlus Program, would be required or necessary to operate the United airline business in the absence of a Loyalty Program (the “United Intellectual Property”), including the following and certain other to be agreed specified intellectual property: (1) the UNITED, UAL, STAR ALLIANCE, GLOBAL SERVICES, PERKSPLUS, PERKSPLUS NAVIGATOR, PASSPLUS, PASSPLUS FLEX, PASSPLUS SECURE, PASSPLUS EXEC, UNITED VACATIONS, UNITED PACKAGES, UNITED CORPORATE PREFERRED, UNITED PROPEL, UNITED ACADEMIA, UNITED MEETINGS, UNITED EXPRESS, UNITED CLUB, UNITED POLARIS, UNITED FIRST, UNITED BUSINESS, UNITED PREMIUM PLUS, ECONOMY PLUS, RED CARPET CLUB, FLY THE FRIENDLY SKIES, HEMISPHERES, THREE PERFECT DAYS, and ECO-SKIES marks (including UAL as a stock symbol) and the “globe” logo mark, together with any translations, logos or designs for the foregoing; (2) the composite marks that have been identified and discussed by the parties (which composite marks will be expressly cancelled by United, unless otherwise agreed by the parties); (3) the united.com domain name registration and website (including all content and source code that is not otherwise MileagePlus Intellectual Property) and United’s social media accounts; and (4) the United mobile app. For the avoidance of doubt any use of the MileagePlus Intellectual Property in combination with the specifically excluded intellectual property shall be subject to and governed by the IP Licenses including any termination thereof.

“MileagePlus Customer Data” means all data owned or purported to be owned, or later developed or acquired and owned or purported to be owned, by United or the Company and used, generated or produced as part of the MileagePlus Program, including all of the following: (a) a list of all members of the MileagePlus Program; and (b) the MileagePlus Member Profile Data for each member of the MileagePlus Program, but excluding United Traveler Related Data.
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“MileagePlus Member Profile Data” means with respect to each member of the MileagePlus Program such member’s (a) name, mailing address, email address, and phone numbers, (b) communication and promotion opt-ins, (c) Premiere Program history, (d) total miles flown, including miles flown for Million Miler program, (e) third party engagement history and (f) accrual and redemption activity of each such MileagePlus member, including any data related to member segment designations or member segment activity or qualifications, but in the case of clauses (b) through (f) excluding United Traveler Related Data.

“United Traveler Related Data” means data (a) generated, produced or acquired as a result of the issuance, modification or cancellation of customer tickets from United or for flights on United or United Express, including data in or derived from “Passenger Name Records” (including name and contact information) associated with flights on United or United Express, and (b) a customer’s flight-related experience, but excluding in the case of clause (a) information that would not be generated, produced or acquired in the absence of a Loyalty Program. The parties acknowledge that customer name and contact information is included in both MileagePlus Customer Data and United Traveler Related Data.

Pursuant to an Intellectual Property Quitclaim Assignment (the “Quitclaim”) to be effective immediately prior to the Closing Date, including prior to the granting of any security interests for the benefit of the Secured Parties, and before giving effect to the IP Contribution Agreements, to the extent that the Company has acquired any right, title and interest to Excluded Intellectual Property, the Company shall assign such right, title and interest to United. The Quitclaim will provide that if any MileagePlus Intellectual Property is determined to have been inadvertently assigned to United, United shall assign such MileagePlus Intellectual Property back to the Company or IPB, as applicable.

The Intercompany Agreements will include a license from United to the Company to use the Excluded Intellectual Property in connection with the MileagePlus Program (to the extent necessary or required) subject to United’s right of termination described in “Intercompany Agreements” above.

“Excluded Intellectual Property” means (1) intellectual property other than the MileagePlus Intellectual Property and (2) the United Traveler Related Data.

United and the Company will initially contribute their respective Contributed Property (other than the Madrid IP and the Specified EU Domain Name) to special purpose holding companies organized under the laws of the Cayman Islands (“United HoldCo” and “Company HoldCo” respectively). United HoldCo and Company HoldCo will then contribute their respective Contributed Property to a bankruptcy remote holding company of IPB organized under the laws of the Cayman Islands (“IPB HoldCo”). IPB HoldCo will then contribute the Contributed Property to IPB.
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The assignment of MileagePlus Customer Data is subject to all applicable laws, regulations and privacy policies, and IPB will be required to comply with the same.

With respect to any MileagePlus Intellectual Property registered under the Madrid System of the World Intellectual Property Organization (the “Madrid IP”) and the mileageplus.eu domain name (the “Specified EU Domain Name”), United shall undertake the following. On or before the Closing Date, (i) United shall contribute United’s rights to the Madrid IP to the Company and (ii) cause the Company to license the Madrid IP to IPB pursuant to an irrevocable, exclusive, sub-licensable royalty free license (which license will be included in the MPH License).

No later than ninety (90) days after the Closing Date (as extended by the Administrative Agent in its reasonable discretion), United shall take such actions as shall be agreed between the Company and the Administrative Agent to: (a) cause the Madrid IP and the Specified EU Domain Name to be owned by an entity organized in Luxembourg that is a wholly-owned subsidiary of IPB (the “Madrid SPV”),

(b) cause the Madrid SPV to pledge the Madrid IP and the Specified EU Domain Name as Collateral,

(c) cause the Madrid SPV to license the Madrid IP and the Specified EU Domain Name to IPB pursuant to an irrevocable, exclusive, sub-licensable royalty free license for inclusion in the IP Licenses described below (which license will be in substantially the form of a license to be attached to the Credit Agreement) and (d) deliver to the Administrative Agent customary legal opinions in respect of joining such person as a guarantor and the security interest on the Madrid IP and other supporting documents in connection with the Madrid Protocol Holding Structure, as modified (the “Madrid Protocol Holding Structure”).

Notwithstanding the foregoing or any provision herein or in any Credit Documentation to the contrary, if, (a) at any time following the Closing Date, a Loan Party determines in its reasonable judgment that, due to applicable law or a change in law (including, for the avoidance of doubt, any legislative or regulatory action or decision by any administrative or judicial body responsible for the administration of Taxes) the Madrid Protocol Holding Structure has or will cause any Loan Party or any of its subsidiaries to incur any material tax detriment (determined after taking into account the ability to utilize any foreign tax credit within the same tax year) that such Loan Party (or such subsidiary) would not recognize if the Madrid Protocol Holding Structure was not in place; or (b) the Company and the Administrative Agent reasonably conclude that there is no structure available that would not violate the foregoing clause (a) without the incurrence of material costs, then, in the case of either clause (a) or clause (b), the Loan Parties and applicable subsidiaries shall, upon notice to the Master Collateral Agent, implement the following alternative structure for the ownership and licensing of the Madrid IP (“Alternative Madrid Structure”): (i) transferring ownership of the Madrid IP to the Company and exclusively licensing it to IPB pursuant to an irrevocable, exclusive, sub-licensable, royalty free license (which license will be in the same form contemplated for the license described in the paragraph above), and (ii) filing national trademark registrations in all material Madrid Protocol jurisdictions in the name of IPB and once deemed advisable in United’s reasonable business judgment (i.e., if advisable to maintain the Madrid IP registration to preserve IPB’s rights in the brand while national trademark registrations are pending) or at the written direction of the Master Collateral Agent, abandon registration under the Madrid System of the World Intellectual Property Organization Madrid IP; provided that the Loan Parties shall have exercised commercially reasonable efforts to implement such Alternative Madrid Structure that are within the control of the Loan Parties within one hundred and eighty (180) days of providing such notice to the Master Collateral Agent (as extended by the Administrative Agent in its reasonable discretion). If the Alternative Madrid Structure is implemented, the Specified EU Domain Name shall constitute Specified IP for all purposes under the Credit Documentation.
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	MPH License
	IPB, as licensor, will grant to the Company, as licensee, an exclusive, irrevocable and perpetual

	
	(subject to termination as set forth below) worldwide license (with the right to sublicense) to the

	
	MileagePlus Intellectual Property pursuant to an Intellectual Property License Agreement (the “MPH

	
	License”) and in turn the Company will grant United a non-exclusive, irrevocable and perpetual

	
	(subject to termination as set forth below) worldwide sublicense (with the right to grant further

	
	sublicenses) to the MileagePlus Intellectual Property pursuant to an Intellectual Property Sub-License

	
	Agreement (the “United Sublicense” and together with the MPH License, the “IP Licenses”), in each

	
	case subject to any third party rights. The obligations of United under the United Sublicense will be

	
	jointly and severally guaranteed by Parent and the Guarantors (the “License Guarantors”).

	
	Under the applicable IP License, the Company, United and each License Guarantor will covenant that

	
	on and after the Closing Date it shall not, and shall not permit any of its subsidiaries to, establish,

	
	create, or operate any Loyalty Program, other than a Permitted Acquisition Loyalty Program, unless

	
	substantially all Loyalty Program cash revenues (which excludes, for the avoidance of doubt, airline

	
	revenues such as ticket sales and baggage fees), accounts in which such cash revenue is deposited,

	
	intellectual property and member data (but solely to the extent that such intellectual property and

	
	member data would be included in the definition of MileagePlus Intellectual Property, substituting

	
	references to the MileagePlus Program with references to such other Loyalty Program), and third-

	
	party contracts and intercompany agreements, related to such Loyalty Program are Collateral on a first

	
	lien basis (but solely to the extent such revenues and assets would have been required to have been

	
	granted as Collateral as of the Closing Date), subject to third party rights and other permitted liens;

	
	provided that, for the avoidance of doubt, nothing shall prohibit Parent or any of its subsidiaries from

	
	offering and providing discounts or other incentives for travel or carriage on United, United Express

	
	or any of the Star Alliance partners (or, in the case of, United’s Global Services program, from

	
	offering and providing other goods and services) to (a) businesses or (b) members of Unaffiliated

	
	Loyalty Programs or United’s Global Services program so long as no Currency is provided to such

	
	members other than Currency under the MileagePlus Program (the “Non-Compete”).
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“Permitted Acquisition Loyalty Program” means a Loyalty Program owned, operated or controlled, directly or indirectly by a Specified Acquisition Subsidiary or any of its subsidiaries, or principally associated with such Specified Acquisition Subsidiary or any of its subsidiaries, so long as (1) the MileagePlus Program is the primary Loyalty Program for United Airlines, and (2) the Specified Acquisition Subsidiary’s Loyalty Program is operated so that it is not more competitive, taken as a whole, to the MileagePlus Program (as determined by United in good faith).

If any Specified Acquisition Subsidiary that owns or operates a Permitted Acquisition Loyalty Program generates cash revenues for any twelve month period, as calculated on each Determination Date, greater than 15% of the cash revenues of the MileagePlus Program during such period, each Loan Party agrees to undertake the following actions as soon as commercially practicable after the later of (x) such Determination Date and (y) the date permitted under the Material MileagePlus Agreements, such Specified Acquisition Subsidiary’s co-branding, partnering or similar agreements and debt obligations and applicable law:

(i) announce and communicate to the general public and each member of the Specified Acquisition Subsidiary’s Loyalty Program that the MileagePlus Program will be the primary Loyalty Program of United Airlines;

(ii) take commercially reasonable efforts to (A) merge and consolidate the Specified Acquisition Subsidiary’s Loyalty Program into the MileagePlus Program, (B) after consummation of the merger described in clause (A), convert the Currency issued under the Specified Acquisition Subsidiary’s Loyalty Program into Miles, and (C) amend or renegotiate the Specified Acquisition Subsidiary’s co-branding, partnering or similar agreements to reflect clauses (A) and (B) to the extent necessary; and

(iii) to the extent not constituting Excluded Property, cause the Permitted Acquisition Loyalty Program’s cash revenues (which excludes airline revenues such as ticket sales and baggage fees) to be pledged as Collateral.

For the avoidance of doubt, until it is merged into or consolidated with the MileagePlus Program, any Permitted Acquisition Loyalty Program shall not constitute a MileagePlus Program and its co-branding, partnering or similar agreements and shall not constitute MileagePlus Agreements.
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“MileagePlus Program” means any Loyalty Program which is operated, owned or controlled, directly or indirectly by the Company, the Parent Guarantors or any of their respective subsidiaries, or principally associated with the Company, a Parent Guarantor or any of their respective subsidiaries, as in effect from time to time, whether under the “MileagePlus” name or otherwise, in each case including any successor program.

“Loyalty Program” means any customer loyalty program available to individuals (i.e. natural persons) that grants members in such program Currency based on a member’s purchasing behavior and that entitles a member to accrue and redeem such Currency for a benefit or reward, including flights and/or other goods and services.

“Currency” means miles, points and/or other units that are a medium of exchange constituting a convertible, virtual, and private currency that is tradable property and that can be sold or issued to persons.

“Unaffiliated Loyalty Program” means any Loyalty Program not operated, owned or controlled by the Company, the Parent Guarantors or any of its subsidiaries and in each case not principally associated with the Company, the Parent Guarantors or any of their respective restricted subsidiaries.

As security for its obligations under the MPH License, including its obligation to pay the Company License Fee, the Company shall pledge all of its rights to payment (including payment of any License Termination Payments) under the United Sublicense to IPB.

MPH License

As consideration for the right to use and sublicense the MileagePlus Intellectual Property, the Company will pay a monthly license fee to IPB equal to the aggregate amount of all Transaction Revenues of the Company in the immediately preceding month (which, in the case of revenue received from MileagePlus Agreements, shall be net revenue against payments required to be made to the applicable airline partner counter-party to a MileagePlus Agreement) (the “Company License Fee”).

The Company License Fee will be paid to IPB in daily installments pursuant to a standing instruction to sweep all amounts on deposit in the MPH Revenue Account to the Collection Account.
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The following shall constitute “Termination Events” under the MPH License, subject to materiality thresholds and cure periods to be set forth in the Credit Documentation: (a) payment default in respect of the Company License Fee; (b) breach of representation or warranty; (c) breach of the Non-Compete; (d) use of any MileagePlus Intellectual Property by the Company other than as permitted by the licenses granted under the MPH License; (e) use of any MileagePlus Intellectual Property by a sublicensee of Company other than as permitted by the licenses granted under the MPH License; (f) bankruptcy events in respect of the Company; (g)(i) the MPH License ceasing to be in full force and effect or is declared to be null and void, or (ii) the Company, Parent, United or any of their respective subsidiaries contesting the validity or enforceability of the IP Contribution Agreements or the MPH License; (h) an “Event of Default” with respect to the senior secured debt has occurred; or (i) the termination of the United Sublicense.

Upon the occurrence of the Termination Events described in clauses (c), (f), and (g)(ii), and (h) (solely in respect of (x) a bankruptcy of a Parent Guarantor or Parent Subsidiary Guarantor for which any of the United Case Milestones shall cease to be met or complied with and (y) a Borrower Change of Control) the MPH License shall automatically terminate (without any notice to the Company or any other act by IPB or the Master Collateral Agent). Upon the occurrence of any other Termination Event, so long as such event shall be continuing, IPB or the Master Collateral Agent (acting at the direction of the required holders of the senior secured debt) by written notice to the Company, may declare the MPH License to be terminated.

The Company may terminate the MPH License upon written notice at any time upon or after (i) the payment in full of all senior secured debt obligations or (ii) the sale or disposition of IPB (or any equity interests in IPB) by the Master Collateral Agent to third parties other than the secured parties after foreclosure after an Event of Default, IPB ceases to be affiliated with United; provided that such termination would not affect the rights and obligations of the parties that may have accrued prior to such termination or will accrue upon such termination, or that expressly survive termination pursuant to the terms thereof.

Upon the termination of the MPH License, the Company will immediately cease to be entitled to use and will immediately be required to cease all use of any and all MileagePlus Intellectual Property, all of the rights granted to the Company under the MPH License will immediately cease, and IPB may take all action required to cause the Company and any sublicensees, including United, to cease use of the MileagePlus Intellectual Property (in each case subject to any confidentiality provisions and rights of third parties).

United Sublicense

As consideration for the right to use and sublicense the MileagePlus Intellectual Property, the amounts due and payable by United to the Company under the Intercompany Agreements in such month shall also constitute payment of a monthly license fee (the “United License Fee”). All payments of the United License Fee shall be payable on the same day such payments are due under the Intercompany Agreements in immediately available funds into the MPH Revenue Account.
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“Miles” means Currency under the MileagePlus Program.

The following shall constitute “Sublicense Termination Events” under the United Sublicense, subject to materiality thresholds and cure periods to be set forth in the Credit Documentation: (a) payment default in respect of the United License Fee; (b) breach of representation or warranty; (c) breach of the Non-Compete by United, any License Guarantor or any of their respective subsidiaries;
(d) use of any MileagePlus Intellectual Property by United or any License Guarantor other than as permitted by the licenses granted under the United Sublicense; (e) use of any MileagePlus Intellectual Property by a sublicensee of United other than as permitted by the licenses granted under the United Sublicense; (f)(i) the United Sublicense ceasing to be in full force and effect or is declared to be null and void, or (ii) United contesting the validity or enforceability of the IP Contribution Agreements or the United Sublicense; (h) an “Event of Default” with respect to the senior secured debt has occurred; or (i) the termination of the MPH Sublicense.

Upon the occurrence of the Sublicense Termination Events described in clauses (c), (f)(ii), (g) (solely in respect of (x) a bankruptcy of a Parent Guarantor or Parent Subsidiary Guarantor for which any of the United Case Milestones shall cease to be met or complied with and (y) a Borrower Change of Control) or (h), the United Sublicense shall immediately and automatically terminate (without any notice to United or any other act by the Company or the Master Collateral Agent). Upon the occurrence of the Sublicense Termination Events described in clauses (c), (f)(ii), or (g) (solely in respect of (x) a bankruptcy of a Parent Guarantor or Parent Subsidiary Guarantor for which any of the United Case Milestones shall cease to be met or complied with and (y) a Borrower Change of Control) or (h), there shall automatically (without any notice to United or any other act by the Company or the Master Collateral Agent) become due and payable as liquidated damages for loss of bargain and not as a penalty, an amount equal (x) to the present value (the “PV”) of all future payments of the United License Fee, assuming a fixed annual United License Fee of $1.4 billion, from the date of termination through and including the date that is the 30th anniversary of the date of the United Sublicense, discounted to the termination date at a rate of 10% per annum minus (y) the recovery value of the MileagePlus Intellectual Property (the “License Termination Payment”). For illustrative purposes, the results of the PV calculation assuming the termination date occurs on the following days are:

PV if termination date occurs at end of year 1: US$12,918,000,000.00

PV if termination date occurs at end of year 2: US$12,831,000,000.00

PV if termination date occurs at end of year 3: US$12,735,000,000.0


17
[image: ]

	
	PV if termination date occurs at end of year 4: US$12,630,000,000.00

	
	PV if termination date occurs at end of year 5: US$12,514,000,000.00

	
	PV if termination date occurs at end of year 6: US$12,387,000,000.00

	
	Upon  the  occurrence  of  any  other  Sublicense  Termination  Event  not  resulting  in  automatic

	
	termination, so long as such event shall be continuing, IPB, the Company or the Master Collateral

	
	Agent (acting at the direction of the required holders of the senior secured debt) by written notice to

	
	the Company and United, may declare the United Sublicense to be terminated. If the United

	
	Sublicense is terminated as a result of a Sublicense Termination Event described in clauses (a) or (h)

	
	(solely in respect of a payment default under the senior secured debt), the License Termination

	
	Payment shall become immediately due and payable. Other than payment, nothing shall relieve

	
	United from its obligation to pay the License Termination Payment whether or not the Company is an

	
	affiliate of United.

	
	United may terminate the United Sublicense upon written notice at any time upon or after (i) the

	
	payment in full of all senior secured debt obligations or (ii) the sale or disposition of the Company (or

	
	any equity interests in the Company) by the Master Collateral Agent to third parties other than the

	
	secured parties after foreclosure following an Event of Default, the Company ceases to be affiliated

	
	with United; provided that such termination would not affect the rights and obligations of the parties

	
	that may have accrued prior to such termination, or as a result of such termination, or that expressly

	
	survive termination pursuant to the terms thereof.

	
	If any subsidiary of the Parent becomes a Guarantor under the Term Facility, such person will become

	
	a License Guarantor under the United Sublicense.

	
	Upon the termination of the United Sublicense, United will immediately cease to be entitled to use

	
	and will immediately be required to cease all use of, and cause its subsidiaries to cease all use of, any

	
	and all MileagePlus Intellectual Property, all of the rights granted to it under the United Sublicense

	
	will immediately cease, and the Company may take all action required to cause United and any

	
	sublicensees to cease use of the MileagePlus Intellectual Property, in each case subject to any

	
	confidentiality provisions and rights of third parties.

	Management Agreement
	United will act as manager (in such capacity, the “Manager”) pursuant to a management agreement to

	
	be entered into on the Closing Date (the “Management Agreement”), entered into by the Borrowers,

	
	United, Parent, and the Master Collateral Agent, pursuant to which the Manager will provide certain

	
	to-be-agreed services to IPB with respect to the MileagePlus Intellectual Property on behalf of IPB,

	
	including performing IPB’s obligations as licensor under the MPH License, exercising IPB’s rights

	
	under the MPH License and prosecuting managing, maintaining, protecting, enforcing, and defending

	
	the MileagePlus Intellectual Property and undertaking such other duties and services as may be

	
	necessary in connection with the MileagePlus Intellectual Property on behalf of IPB, in each case in

	
	accordance with and subject to the terms of the Management Agreement and the IP Licenses.
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The Manager will be authorized to, and agrees that it will provide services (a) in accordance with those standards imposed by the IP Licenses and (b) otherwise, in accordance with standards that are at least equal to the performance and quality control standards of United and its subsidiaries as of the Closing Date and in a commercially reasonable manner taken as a whole (the “Management Standard”).

The following acts or occurrences will constitute “Manager Termination Events” under the

Management Agreement:

(a) a material default by the Manager in the due performance and observance of any covenant set forth in the Management Agreement shall have occurred, and such default shall not be cured or remedied within 45 days after the earlier of Manager’s knowledge thereof or notice from the Master Collateral Agent, provided, however, that as long as the Manager is diligently attempting to cure such default (so long as such default is capable of being cured or remedied), such cure period shall be extended by an additional period as may be required to cure or remedy such default, but in no event by more than an additional sixty (60) days (or such later date as the Master Collateral Agent, at the direction of the Administrative Agent, may agree in its reasonable discretion);

(b) any representation or warranty of the Manager made in the Management Agreement proves to be incorrect in any material respect when made or deemed made and such breach remains unremedied or uncured for 10 business days after the earlier of Manager’s knowledge thereof or notice in writing by the Master Collateral Agent of such breach;

(c) any final, non-appealable order, judgment or decree is entered in any proceedings against the Manager by a court of competent jurisdiction decreeing the dissolution of the Manager and such order, judgment or decree remains unstayed and in effect for more than 60 consecutive days;

(d) the Management Agreement ceases to be in full force and effect or enforceable, and such event shall continue unremedied for more than 45 days (or 60 days if being cured or remedied in good faith) after the earlier of the Manager’s knowledge thereof or notice in writing from the Administrative Agent or the Master Collateral Agent of such event;
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	(e)
	the occurrence of an “Event of Default” under the senior secured debt; or

	
	(f)
	the termination of any IP License.

	
	If a Manager Termination Event has occurred and is continuing, the Master Collateral Agent (acting at

	
	the direction of the required holders of the senior secured debt) may (x) waive a Manager Termination

	
	Event (other than the Manager Termination Event described in clause (d)) or (y) terminate the

	
	Manager in its capacity as such by the delivery of a termination notice to the Manager (with a copy to

	
	each of IPB and the Company).

	
	Within 60 days of the termination of the Manager under the Manager Agreement for any reason, the

	
	Manager will deliver and surrender to IPB (including to any back-up or successor manager) all

	
	documentation with respect to the MileagePlus Intellectual Property maintained by the Manager

	
	pursuant to the terms of the Management Agreement (except to the extent such documentation is

	
	provided to United in its capacity as sublicensee under the United Sublicense and the United

	
	Sublicense remains in effect), and subject to confidentiality restrictions.

	Collateral
	The obligations of the Loan Parties under the Term Facility will be secured on a perfected first

	
	priority basis by the applicable Loan Parties’ right, title and interest in the following assets

	
	(collectively, the “Collateral”):

	
	(a)
	a pledge by United of 100% of the equity interests in the Company,

	
	(b)
	a pledge by each applicable Loan Party of any payment or other rights under MileagePlus

	
	
	Agreements,

	
	(c)
	any Currency under the MileagePlus Program or other Loyalty Program of the Loan Parties

	
	
	issued in any form by any of the Loan Parties under any MileagePlus Agreement,

	
	(d)
	IPB’s, United’s and the Company’s rights under the IP Agreements,

	
	(e)
	the Collection Account, the Payment Account, the MPH Revenue Account and the Reserve

	
	
	Account, in each case including all amounts credited thereto or carried therein, any and all

	
	
	investments made with funds therein, any and all other financial assets credited thereto or

	
	
	carried therein and any and all security entitlements with respect to such financial assets, and
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(f) all other right, title and interest, whether now owned or hereafter existing and wherever located, in, to and under all assets of the Borrowers and their subsidiaries, including:

(i) all accounts of the Borrowers and their subsidiaries (collectively, the “MPH Accounts”), in each case including all amounts credited thereto or carried therein, any and all investments made with funds therein, any and all other financial assets credited thereto or carried therein and any and all security entitlements with respect to such financial assets,

(ii) accounts,

(iii) documents,

(iv) equipment,

(v) fixtures,

(vi) general intangibles,

(vii) inventory,

(viii) cash and currency,

(ix) deposit accounts and securities accounts,

(x) investment property,

(xi) instruments (including the note evidencing the MileagePlus Intercompany Loan),

(xii) commercial tort claims,

(xiii) letter-of-credit rights,

(xiv) supporting obligations,

(xv) financial assets,

(xvi) intellectual property, including MileagePlus Intellectual Property and other Contributed Property,

(xvii) goods,

(xviii) chattel paper,

(xix) all works of art now owned or hereafter acquired by each of the grantors, including, without limitation, paintings, sketches, drawings, prints, sculptures, crafts, tapestries, porcelain, carvings, artifacts, renderings and designs,
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(xx) all books, records, ledger cards and other property at any time evidencing, relating to, describing or used in connection with, the collateral,

(xxi) all corporate and other business records,

(xxii) all customer and supplier lists, correspondence, and advertising materials (to the extent the same are assignable),

(xxiii) all other personal property of whatever type or description, and

(xxiv) to the extent not otherwise included, all accessions to and all proceeds of the foregoing, and all offspring, rents, profits and products of any of the foregoing in each case whether now owned or hereafter acquired and wherever the same may be located.

Notwithstanding the foregoing, the following shall be excluded from the Collateral (collectively, the “Excluded Property”):

(i) Excluded Equity,

(ii) any owned real estate with a fair market value (measured at time of acquisition) of less than any amount to be mutually agreed or any parcel of real estate and the improvements thereto owned in fee by a grantor outside the United States (including, for the avoidance of doubt, any requirement to obtain any mortgage or related documentation with respect to any such real estate) and all leasehold interests in real estate (including, for the avoidance of doubt, any requirement to obtain any landlord or other third party waivers, estoppels, consents or collateral access letters in respect of such leasehold interests),

(iii) any lease, license, instrument, charter, permit, franchise, authorization, contract or other agreement, and any of its rights or interest thereunder or any property subject thereto, if and to the extent (but only to the extent) that a security interest:

(A) is prohibited by or in violation of any law, rule or regulation applicable to such

grantor,

(B) would (x) result in a breach of the terms of, or constitute a default under, such lease, license, instrument, charter, permit, franchise, authorization, contract or other agreement unless and until any required consent shall have been obtained (provided that except with respect to MileagePlus Agreements in effect on the Closing Date and MileagePlus Agreements that are not reasonably expected to produce $25.0 million or more in revenue, each grantor shall use commercially reasonable efforts to obtain any such required consent) or (y) give any other party to such lease, license, instrument, charter, permit, franchise, authorization, contract or other agreement the right to terminate its obligations thereunder pursuant to a valid and enforceable provision, or
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(C) is expressly permitted under such lease, license, instrument, charter, permit, franchise, authorization, contract or other agreement only with consent of the parties thereto (other than consent of a grantor) and such necessary consents to such grant of a security interest have not been obtained, it being understood and agreed that except with respect to MileagePlus Agreements in effect on the Closing Date and MileagePlus Agreements that are not reasonably expected to produce $25.0 million or more in revenue (for which each grantor shall use commercially reasonable efforts to obtain any such required consent) that there shall be no obligation to obtain such consents to permit the security interests contemplated hereby,

in each case of the foregoing clauses (A) through (C) unless such law, rule, regulation, term, provision or condition would be rendered ineffective with respect to the creation of the security interest hereunder pursuant to Sections 9-406, 9-407, 9-408 or 9-409 of the uniform commercial code (or any successor provision or provisions) of any relevant jurisdiction or any other applicable law (including the bankruptcy code) or principles of equity; provided, however, that the Collateral shall include (and such security interest shall attach) immediately at such time as the contractual or legal prohibition shall no longer be applicable and to the extent severable, shall attach immediately to any portion of such lease, license, instrument, charter, permit, franchise, authorization, contract or other agreement not subject to the prohibitions specified in the foregoing clauses (A) through (C) above and such lease, license, instrument, charter, permit, franchise, authorization, contract or other agreement was not entered into in contemplation of circumventing any grantor’s obligation to grant a security interest hereunder,

(iv) any “intent to use” trademark applications for which a statement of use has not been filed with and accepted by the United States Patent and Trademark Office (but only until such statement is filed and accepted),

(v) any vehicles, trucks, trailers, tractors, service vehicles, automobiles, aircraft, rolling stock or other registered mobile equipment or equipment covered by certificates of title or ownership of any grantor,

(vi) specific assets and proceeds thereof owned by any grantor that is subject to a permitted purchase money lien, capital lease or similar arrangement if the contractual obligation pursuant to which such lien is granted (or in the document providing for such capital lease) prohibits or requires the consent of any person (other than the Borrowers or any subsidiary of the Parent) which has not been obtained as a condition to the creation of any other lien on such property,
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(vii) cash of the Company that is the subject of a deposit or pledge constituting a permitted lien and that is earmarked to be used to satisfy or discharge Permitted First Lien Notes or permitted junior lien debt in connection with a permitted repayment thereof and in favor of the Master Collateral Agent (in the case of Permitted First Lien Notes) or the collateral agent, administrative agent or trustee in respect of such permitted junior lien debt,

(viii) other than a mortgage over shares of IPB, United HoldCo, Company HoldCo, IPB HoldCo and Madrid IP Holdings II, any assets that require action under the law of any non-U.S. jurisdiction to create or perfect a security interest in such assets (and, other than the IPB share mortgage, United HoldCo share mortgage, Company HoldCo share mortgage, IPB HoldCo share mortgage and Madrid IP Holdings II share mortgage, no security agreements or pledge agreements governed under the laws of any non-U.S. jurisdiction shall be required),

(ix) any rights of United under the Quitclaim Agreement, and

(x) those assets as to which the Master Collateral Agent, acting at the direction of the Administrative Agent, and the grantors reasonably determine that the cost of obtaining a security interest is excessive in relation to the benefit to the Secured Parties of the security to be afforded thereby;

provided, however, (1) that “Excluded Property” shall not include any proceeds, products, substitutions or replacements of Excluded Property (unless such proceeds, products, substitutions or replacements would otherwise constitute Excluded Property) and (2) in the case of any lease, license or other agreement to which any grantor is a party, and any of its rights or interest thereunder or any property subject thereto (including any general intangibles), if and to the extent (but only to the extent) that a security interest therein to be granted by such grantor would (a) result in a breach of the terms of, or constitute a default under, such contract, instrument, license or other document unless and until any required consent of any grantor shall have been obtained or (b) give any other grantor party to such contract, instrument, license or other document the right to terminate its obligations thereunder, each such grantor hereby agrees that its consent to such security interest is hereby provided and any such right to terminate such obligations is hereby waived, in each case in connection with the security interests granted hereby (and such grantor agrees that such property shall not constitute Excluded Property).
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For purposes of the foregoing:

“Excluded Equity”, unless otherwise elected by the Borrowers in their sole discretion, means (i) any equity interest with respect to which, in the reasonable judgement of the Administrative Agent and the Borrowers, the burden or cost or other consequences (including tax, regulatory or accounting consequences) of pledging such stock and stock equivalents in favor of the Secured Parties outweighs the benefits to be obtained by the Secured Parties therefrom, (ii) any stock and stock equivalents to the extent the pledge thereof would violate any applicable requirement of law or any contractual obligation (including any legally effective requirement to obtain the consent or approval of, or a license from, any governmental authority or any other third party unless such consent, approval or license has been obtained (it being understood that the foregoing shall not be deemed to obligate either Borrower or any of their subsidiaries to obtain any such consent, approval or license)) and (iii) any equity interest of any foreign subsidiary (other than any direct or indirect subsidiary of a Borrower) not directly owned by a grantor; provided further, that the grantor holding such Excluded Equity, in its sole discretion, may elect (by written notice to the Master Collateral Agent) to cause

(x) one or more shares, units or equivalent or issuances of Excluded Equity to become Collateral and

(y) any Collateral that satisfies clauses (i), (ii) or (iii) of this definition to be released from such security interest or pledge thereof. For the avoidance of doubt, none of the equity interests of any Borrower or any Company Subsidiary Guarantor shall be Excluded Equity and the Credit Documentation shall include representations and covenants to such effect.

Each Guarantor shall agree that (1)(a) all indebtedness and other payment obligations owed to any Parent Guarantor or Parent Subsidiary Guarantor by any Borrower or Company Subsidiary Guarantor shall be subordinate and junior in right of payment to (and not subject to setoff, netting or recoupment prior to) the prior payment in full of all the Term Loans (including interest accruing on and after the filing of any petition in bankruptcy or of reorganization of an obligor whether or not post filing interest is allowed in such proceeding); and (b) all indebtedness and other payment obligations owed to any Parent Guarantor or Parent Subsidiary Guarantor by any other Parent Guarantor or Parent Subsidiary Guarantor shall be subordinate and junior in right of payment to (and not subject to setoff, netting or recoupment prior to) the prior payment in full of all the Term Loans (including interest accruing on and after the filing of any petition in bankruptcy or of reorganization of an obligor whether or not post filing interest is allowed in such proceeding); provided, that, in the case of each of clauses (a) and (b) above, so long as no Event of Default shall have occurred and be continuing and neither the Required Lenders nor the Administrative Agent has provided written direction to cease such payments, any payments in respect of such debt and other payment obligations shall not be prohibited (to the extent not otherwise prohibited under the Credit Documents); and (2) all indebtedness and other payment obligations owed by such Parent Guarantor or Parent Subsidiary Guarantor to any Borrower or Company Subsidiary Guarantor shall not be subordinated or junior in right of payment to, and shall rank pari passu with, any other indebtedness or payment obligations of such Parent Guarantor or Parent Subsidiary Guarantor. Notwithstanding anything in this paragraph to the contrary, in no event will setoff or netting apply with respect to amounts due from any Guarantor to the Company pursuant any Integrated Agreement or with respect to funds such Guarantor has received pursuant to certain co-branded agreements.

25
[image: ]

	Collection Account
	All revenues of the Borrowers and the Company Subsidiary Guarantors, all payments to the

	
	Parent/Borrower Parties under the MileagePlus Agreements (it being agreed that revenues from

	
	MileagePlus Agreements with third-party counterparties that are airlines and/or Loyalty Programs of

	
	airlines (other than United) shall be net payments received) and all payments to Borrowers and

	
	Company Subsidiary Guarantors under Intercompany Agreements (the “Transaction Revenues”),

	
	will be required to be deposited into an account of the Company, subject to the control of the Master

	
	Collateral Agent (the “MPH Revenue Account”). As payment by MPH of the Company License Fee,

	
	funds on deposit in the MPH Revenue Account shall be transferred to a segregated account

	
	established with an Account Bank (the “Collection Account”) subject to the exceptions specified

	
	below. The Company shall promptly, and in any event not later than September 1, 2020 (or such later

	
	date as the Administrative Agent may agree in its reasonable discretion), establish a standing order

	
	that shall sweep funds from the MPH Revenue Account to the Collection Account no later than the

	
	business day after the day such funds are deposited into the MPH Revenue Account. The Collection

	
	Account shall be in the name of IPB and subject to the lien of the Master Collateral Agent for the

	
	benefit of the Secured Parties and under the control of the Master Collateral Agent as an entitlement

	
	holder and bearing a designation clearly indicating that the funds deposited therein are held in trust for

	
	the benefit of the Secured Parties. The Account Bank shall have no right of set-off or counterclaim on

	
	account of claims against the Loan Parties, the Agents or any other person against the MPH Revenue

	
	Account, the Collection Account, the Reserve Account, the Payment Account or any other account

	
	established in connection with the Term Facility.

	
	The Parent/Borrower Parties shall instruct and use commercially reasonable efforts to cause sufficient

	
	counterparties to MileagePlus Agreements and Intercompany Agreements to direct payments of

	
	Transaction Revenues into the MPH Revenue Account such that in any Quarterly Reporting Period

	
	(as defined below), at least 90% of Collections are deposited into the MPH Revenue Account,

	
	provided that if with respect to any Quarterly Reporting Period beginning on or after September 2020,

	
	less than 90% of Collections are deposited directly into the MPH Revenue Account, United shall

	
	cause control agreements to be granted to the Master Collateral Agent with respect to the accounts

	
	into which Transaction Revenues were deposited such that the Master Collateral Agent has control

	
	over the accounts into which at least 90% of the Collections are directly deposited. To the extent a

	
	Parent/Borrower Party or any of its controlled affiliates receives any such payments to an account

	
	other than the MPH Revenue Account or the Collection Account, such Parent/Borrower Parties shall

	
	cause such amounts to be deposited into the Collection Account within three business days after

	
	receipt and identification thereof.
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So long as no Event of Default has occurred and is continuing, funds on deposit in the Collection Account (excluding Cure Amounts) in excess of the Aggregate Required Deposit Amount for the related Quarterly Reporting Period will be permitted to be withdrawn from the Collection Account on any business day and released to IPB in accordance with this paragraph. The “Aggregate Required Deposit Amount” with respect to any Quarterly Reporting Period means the sum of the Required Deposit Amount with respect to such Quarterly Reporting Period for the Term Loans and the corresponding amount with respect to such Quarterly Reporting Period for any Permitted First Lien Notes. The “Required Deposit Amount” with respect to the Term Loans means (x) for any Quarterly Reporting Period during the continuance of an Early Amortization Period, so long as no Event of Default has occurred and is continuing, the amount (as estimated by the Parent) necessary to pay in full, on the related Payment Date, all outstanding payments estimated to be due on such Payment Date pursuant to clauses first through ninth under the Payment Account Waterfall set forth below (such estimated payments, in the aggregate, the “Estimated Quarterly Payment Amount”), (y) for any other Quarterly Reporting Period, so long as no Event of Default has occurred and is continuing, (i) with respect to any day in the first calendar month of any Quarterly Reporting Period, one third of the Estimated Quarterly Payment Amount calculated, so long as the Deferral Accrual Conditions are met, on the basis that the Scheduled Principal Amortization Amount for the related Payment Date is deemed to be zero, (ii) with respect to any day in the second calendar month of any Quarterly Reporting Period, two thirds of the Estimated Quarterly Payment Amount calculated, so long as the Deferral Accrual Conditions are met, on the basis that the Scheduled Principal Amortization Amount for the related Payment Date is deemed to be zero, and (ii) with respect to any day in the third calendar month of any Quarterly Reporting Period and until the time when amounts are transferred to the Payment Account on the Allocation Date related to such Quarterly Reporting Period, the Estimated Quarterly Payment Amount calculated, so long as the Deferral Accrual Conditions are met, on the basis that the Scheduled Principal Amortization Amount for the related Payment Date is deemed to be zero, it being agreed that, if the Required Deposit Amount was calculated on the basis that the Scheduled Principal Amortization Amount was deemed to be zero, on or prior to the Determination Date, the Borrowers shall cause an amount equal to the Scheduled Principal Amortization Amount for the related Payment Date to be deposited into the Collection Account, which deposit shall not constitute Cure Amounts, but shall be deemed to be Collections retained in the Collection Account. The “Deferred Accrual Conditions” shall be deemed to be satisfied as of any date on which: (i) no Early Amortization Event is continuing, (ii) United has a long-term unsecured debt rating of either BB- or better by Fitch, Inc. (“Fitch”) or Ba3 or better by Moody’s Investor Services, Inc. (“Moody's”), and (iii) United and its subsidiaries have liquidity (unrestricted cash and availability under then existing credit facilities) of not less than $8.0 billion. If an Event of Default has occurred and is continuing, no funds will be permitted to be released to IPB pursuant to this paragraph.
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Any amounts not constituting Transaction Revenues or Cure Amounts deposited into the MPH Revenue Account or the Collection Account in error will be permitted to be withdrawn from the Collection Account on any business day and released to United upon certification to the Account Bank and the Master Collateral Agent to such effect.

The Parent/Borrower Parties may or may cause any of their affiliates (with written notice to the Master Collateral Agent) to deposit amounts into the Collection Account from time to time prior to an Allocation Date for the purpose of pre-funding the Aggregate Required Deposit Amount. Any such funds so deposited shall be allocated as set forth above, but shall not constitute “Collections” for purposes of the Peak Debt Service Coverage Ratio Test.

On each Allocation Date, Collections, including any amounts constituting Required Deposit Amounts, on deposit in the Collection Account as of the last day of the prior Quarterly Reporting Period together with any amounts constituting Cure Amounts with respect to such Quarterly Reporting Period on deposit in the Collection Account on or prior to the related Determination Date (the “Ending Balance”) shall be distributed to the Collateral Administrator as follows:

(i) to the extent the Ending Balance equals or exceeds the Aggregate Required Deposit Amount, in an amount equal to the sum of the Required Deposit Amount plus a pro rata share based on the outstanding principal balance of the Term Loans as of the last day of the Quarterly Reporting Period (the “Allocable Share”) of the amount in excess of the Aggregate Required Deposit Amount; and

(ii) to the extent the Ending Balance is less than the Aggregate Required Deposit Amount, an Allocable Share of the Ending Balance.

If an Allocation Date or Payment Date is not a business day or a payment is required to be made on a day on which payment cannot be made, then the Account Bank will make such payment on its next business day on which such payment can be made.

Pending application, amounts retained in the Collection Account may be invested by the Account Bank (at the instruction of the Company, which may be a standing instruction) in cash equivalent eligible investments that are both denominated and payable in Dollars.
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	Payment Account
	The Payment Account shall be in the name of IPB and shall be funded on each Allocation Date with

	
	amounts allocated to the Collateral Administrator from the Collection Account as set forth above.

	
	Such allocated funds plus any amounts transferred from the Reserve Account are the “Available

	
	Funds” for such Payment Date. The Payment Account will be under the sole control and dominion of

	
	the Master Collateral Agent, over which the Collateral Administrator shall have sole right of

	
	withdrawal.

	
	On each Payment Date, Available Funds shall be applied in the priority set forth below (the “Payment

	
	Account Waterfall”):

	
	first, (x) ratably to the Collateral Administrator, the Master Collateral Agent and the Account

	
	Banks, fees, costs, expenses, reimbursements and indemnification amounts due and payable to such

	
	Agents pursuant to the terms of the Credit Documentation up to an amount to be mutually agreed and

	
	then  (y)  ratably  to  the  Administrative  Agent,  fees,  costs,  expenses,  reimbursements  and

	
	indemnification amounts due and payable to the Administrative Agent pursuant to the terms of the

	
	Credit Documentation up to an amount to be mutually agreed;

	
	second, to the Administrative Agent, on behalf of the Lenders, an amount equal to the

	
	Interest Distribution Amount with respect to such Payment Date minus the amount of interest paid by

	
	the Borrowers after the immediately preceding Payment Date and prior to such Payment Date;

	
	third, to the Administrative Agent, on behalf of the Lenders, in an amount equal to the

	
	Scheduled Principal Amortization Amount due and payable on such Payment Date;

	
	fourth, to the Reserve Account, to the extent the amount on deposit in the Reserve Account is

	
	less than the Reserve Account Required Balance;

	
	fifth, to the Administrative Agent on behalf of the Lenders, as a reduction in the outstanding

	
	principal balance of the Term Loans, the amount of any outstanding mandatory prepayments;

	
	sixth, after the fifth anniversary of the Closing Date, any “AHYDO catch-up payments” on

	
	the Term Loans;

	
	seventh, any Premium Payment due and unpaid as of such Payment Date;

	
	eighth, to pay (x) ratably to each of the Collateral Administrator, the Master Collateral Agent

	
	and the Account Bank, and then (y) to the Administrative Agent on behalf of the Lenders, any

	
	additional obligations under the Credit Documentation that are due and payable to such person on

	
	such Payment Date;

	
	ninth, if an Early Amortization Period is in effect as of the last day of the related Quarterly

	
	Reporting Period, then to the Administrative Agent on behalf of the Lenders, as a reduction in the

	
	outstanding principal balance of the Term Loans, an amount equal to the Early Amortization Payment

	
	for such Payment Date;
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tenth, to the extent any amounts are due and owing under any other Priority Lien Debt, to the Master Collateral Agent for further distribution to the appropriate person pursuant to a Collateral Agency and Accounts Agreement to be dated as of the Closing Date (the “Collateral Agency and Accounts Agreement”) among the Borrowers, the Collateral Custodian, the Collateral Administrator, each other Senior Secured Debt Representative (as defined therein) from time to time party thereto

	
	and the Master Collateral Agent; and

	
	
	eleventh, all remaining amounts shall be released to or at the direction of the Company.

	
	
	For the avoidance of doubt, to the extent that Available Funds with respect to any Payment

	
	Date are insufficient to pay amounts due to any person on such Payment Date, the Borrowers and, to

	
	the extent provided in the Credit Documentation, the Guarantors, are fully obligated to timely pay

	
	such amounts.

	
	
	“Early Amortization Payment” shall mean, with respect to any Payment Date relating to a

	
	Quarterly Reporting Period in which the Early Amortization Period was in effect as the last day of the

	
	related Quarterly Reporting Period, an amount equal to the lesser of (i) 50% of the excess of (A) the

	
	Term Loans’ Allocable Share of the sum of the Collections received in the Collection Account on or

	
	after the start of the Early Amortization Period during the related Quarterly Reporting Period plus any

	
	Cure Amounts deposited on or prior to the related Determination Date with respect to such Quarterly

	
	Reporting Period over (B) the amount estimated to be distributed pursuant to clauses first through

	
	eighth of the Payment Account Waterfall on the related Payment Date and (ii) the amount necessary to

	
	pay the outstanding principal balance of the Term Loans in full.

	Reserve Account
	The Reserve Account shall be in the name of IPB and shall maintain a balance at all times of not less

	
	than the Reserve Account Required Balance.

	
	The “Reserve Account Required Balance” means, with respect to any Payment Date, an amount

	
	equal to the Interest Distribution Amount due with respect to the Term Loans on the related Payment

	
	Date.
	

	
	The account will be under the sole control and dominion of the Master Collateral Agent, over which

	
	the Collateral Administrator shall have sole right of withdrawal.

	
	Amounts on deposit in the Reserve Account shall be applied as follows:

	
	(a)
	If on any Determination Date, the amount then on deposit in the Reserve Account would

	
	
	exceed the then-applicable Reserve Account Required Balance for the related Payment Date,

	
	
	such excess shall be withdrawn from the Reserve Account and deposited into the Payment

	
	
	Account on the related Allocation Date.
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Credit Documentation






Conditions Precedent to Closing Date


Representations and Warranties


(b) If on any Determination Date Available Funds for the related Payment Date would be insufficient to pay in full all amounts required to be paid on such Payment Date pursuant to clauses first through third of the Payment Account Waterfall, amounts shall be withdrawn from the Reserve Account in the amount of such deficiency and deposited into the Payment Account on the related Allocation Date.

Pending application, amounts in the Reserve Account may be invested by the Account Bank (at the instruction of the Company, which may be a standing instruction) for the benefit of the Borrowers in cash equivalent eligible investments that are both denominated and payable in Dollars.

The definitive documentation for the Term Facility (the “Credit Documentation”) shall be negotiated in good faith and shall contain only those financial covenants and mandatory prepayments set forth herein, and include only those representations and warranties, conditions to borrowing, affirmative covenants, negative covenants, and events of default set forth herein, with customary materiality thresholds, qualifications, exceptions, “baskets” and grace and cure periods. The Credit Documentation shall include LSTA model EU/UK bail-in provisions and QFC stay provisions.

The availability of the borrowing under the Term Facility on the Closing Date will be subject to the satisfaction (or waiver by the Lead Arrangers) of conditions customary for transactions of this type.

Usual and customary for facilities of this type and to include only the following (to be applicable to the Loan Parties): organization and authority, air carrier status, licenses, due execution, written factual statements made, financial statements, Material Adverse Change (as defined below), ownership of subsidiaries, liens, use of proceeds, litigation and compliance with laws, margin regulations, investment company act, ownership of collateral, perfected security interests, payment of taxes, anti-corruption laws and sanctions, provision and accuracy of the MileagePlus Agreements, representations regarding the MileagePlus Agreements, compliance with the IP Agreements, solvency on the Closing Date, intellectual property and privacy and data security.

“Material Adverse Change” shall mean any event, development or circumstance that has had or could reasonably be expected to have a Material Adverse Effect (as defined below).


31
[image: ]

	Affirmative Covenants
	Usual and customary for facilities of this type and to include only the following (which shall be

	
	subject to customary materiality qualifiers, exceptions and limitations): reports, taxes, stay, extension

	
	and usury laws, corporate existence, compliance with laws, designation of unrestricted subsidiaries,

	
	special purpose covenants for IPB, independent managers, regulatory matters, citizenship, utilization,

	
	collateral requirements, collateral ownership, guarantors, grantors, collateral, access to books and

	
	records, further assurances, commercially reasonable efforts to maintain ratings (but no specific

	
	ratings), MileagePlus Program, MileagePlus Agreements, accounts and mandatory prepayments.

	
	Financial Reporting: The Company will provide:

	
	☐  (i) within 90 days after the end of each fiscal year, annual audited consolidated financial

	
	statements (including cash flows) of the Parent and its subsidiaries on a consolidated basis, to

	
	be accompanied by an opinion of a nationally recognized independent accounting firm

	
	(which opinion shall be without exception as to the scope of such audit) and (ii) within 180

	
	days after the end of the fiscal year ending December 31, 2020, and within 90 days after the

	
	end of each fiscal year thereafter, annual audited consolidated financial statements (including

	
	cash flows) of the Company, to be accompanied by an opinion of a nationally recognized

	
	independent accounting firm (which opinion shall be without exception as to the scope of

	
	such audit); and

	
	☐  (i) within 45 days after the end of each of the first three fiscal quarters of each fiscal year,

	
	consolidated financial statements (including cash flows) of the Parent and its subsidiaries on

	
	a consolidated basis and (ii) within 90 days after the end of the fiscal quarter ending June 30,

	
	2020 and within 45 days after the end of each of the first three fiscal quarters of each fiscal

	
	year thereafter, consolidated financial statements (including cash flows) of the Company and

	
	its subsidiaries on a consolidated basis.

	
	MileagePlus Agreement Reporting: In addition, the Borrowers shall provide the Lenders on a

	
	quarterly basis a report, certified by a responsible officer of a Borrower, (i) setting forth the name of

	
	each new Material MileagePlus Agreement (other than the IP Agreements) entered into as of such

	
	date and each of the parties thereto, (ii) certifying compliance with deposit requirements with respect

	
	to such MileagePlus Agreements, and (iii) with respect to any Quarterly Reporting Period beginning

	
	on or after September 2020, (x) verifying that Transaction Revenues representing 90% of all

	
	Collections  from  MileagePlus  Agreements  and  Intercompany  Agreements  for  such  Quarterly

	
	Reporting Period were deposited directly into the MPH Revenue Account or (y) providing the control

	
	agreements as previously described under the “Collection Account” heading.
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United shall within six (6) months of the Closing Date segregate, compile, host and maintain MileagePlus Customer Data on a database separate from the database containing United Traveler Related Data; provided that such period may be extended (a) by an additional one (1) month period upon written notice to the Administrative Agent by United certifying that it is diligently taking steps to complete such action and (b) thereafter to a later date as the Administrative Agent may agree in its reasonable discretion.

The Loan Parties will covenant (and ensure its subsidiaries agree) (i) to honor Miles according to the policies and procedure of the MileagePlus Program, except to the extent that would not be reasonably expected to cause a Material Adverse Effect, (ii) not to change the policies and procedures of the MileagePlus Program except to the extent that would not be reasonably expected to cause a Material Adverse Effect, (iii) not to substantially reduce the MileagePlus business in any manner that would reasonably be expected to have a Material Adverse Effect, (iv) not to modify the terms of the MileagePlus Program in any manner that may reasonably be expected to have a Material Adverse Effect, or (v) comply with the Non-Compete, provided that in the cases of clauses (ii), (iii) and (iv) such condition continues for a period of 90 consecutive days.

For purposes hereof:

“IP Agreements” shall mean (a) each IP Contribution Agreement, (b) each IP License, (b) the Quitclaim Agreement, (c) the Management Agreement and (d) each other license related to the MileagePlus Intellectual Property that is required to be entered into after the Closing Date pursuant to the terms of the Credit Agreement and mutually specified as an IP Agreement. Notwithstanding anything to contrary, the rights of United under the Quitclaim Agreement are not collateral and is excluded from definition of IP Agreements to the extent IP Agreements are pledged.

“Material MileagePlus Agreements” shall mean (a) each Integrated Agreement, (b) certain existing co-branded agreements, (c) any Permitted Replacement MileagePlus Agreement and (d) each other MileagePlus Agreement identified as a Material MileagePlus Agreement, as updated from time to time pursuant to the terms of the Credit Agreement.

“Permitted Replacement MileagePlus Agreement” shall mean any MileagePlus Agreement entered into by any Parent Guarantor or the Company to replace any Significant MileagePlus Agreement (other than an Integrated Agreement) that has been (or will be) terminated, cancelled or expired; provided that:

(a) the Rating Agency Condition has been met;

(b) the counterparty to such Permitted Replacement MileagePlus Agreement shall have a corporate rating from at least two of Standard & Poor’s Ratings Group (“S&P”), Moody’s and Fitch of not lower than BBB, Baa2 and BBB, respectively;
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(c) the projected revenues (as determined in good faith by the Loan Parties) under such Permitted Replacement MileagePlus Agreement for the immediately succeeding 12 months shall equal no less than 85% of the actual revenues of the Significant MileagePlus Agreement that it is replacing for the 12 months preceding the termination of such Significant MileagePlus Agreement;

(d) such Permitted Replacement MileagePlus Agreement shall expressly permit the applicable Loan Party to pledge its rights thereunder to the Master Collateral Agent;

(e) such Permitted Replacement MileagePlus Agreement shall have confidentiality obligations that are not materially more restrictive (taken as a whole) than the confidentiality obligations in the Significant MileagePlus Agreements in existence on the date hereof (as determined in good faith by the Loan Parties); and

(f) such Permitted Replacement MileagePlus Agreement shall not have a scheduled termination date prior to the latest maturity date for the then-outstanding Term Loans.


Negative Covenants



Usual and customary for facilities of this type and to include the following (which shall be subject to


customary materiality qualifiers, exceptions and limitations as set forth below or in the Credit Documentation):

(a)	restricted payments of the Parent and its restricted subsidiaries, including repayments of subordinated intercompany debt by the Borrowers and their subsidiaries, subject to exceptions and baskets consistent with those in the Parent’s existing credit facilities; provided that restricted payments will build, among other things, with the sum of (x) 50% of the consolidated net income of Parent for the period (taken as one accounting period) from July 1, 2011 to the end of Parent’s first fiscal quarter of 2020 and (y) 50% of the consolidated net income of Parent for the period (taken as one accounting period) from January 1, 2021 to the end of Parent’s most recently ended fiscal quarter for which internal financial statements are available at the time of such restricted payment (or consolidated net income for such period is a deficit, less 100% of such deficit); provided further that the Company may only make restricted payments (x) so long as no Event of Default exists or would result therefrom, in cash payments (including the making of any intercompany loans and any payments in respect of intercompany debt or Junior Secured Debt) from amounts released to the Borrowers under clause eleventh in the Payment Account Waterfall described above (including any payment with respect to indebtedness in the nature of an “AHYDO catch-up payment” with respect to any indebtedness that constitutes an applicable high-yield discount obligation); and (y) solely in the form of distributions of a portion of its rights in respect of the MileagePlus Intercompany Loan, so long as after giving effect to such distribution the principal amount owing to the Company shall not be less than the then-outstanding principal amount of Priority Lien Debt;
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(b) dispositions of Collateral; subject to limited ordinary course exceptions and including (i) Permitted Pre-Paid Miles Purchases (as described in clause (g) below) in an aggregate amount of up to $500.0 million and (ii) a general basket for sales of assets (other than by IPB) of $10.0 million;

(c) transactions with affiliates;

(d) liens on Collateral, prohibiting additional consensual liens (other than liens imposed by law) on rights under any MileagePlus Agreement but permitting (i) customary liens not securing indebtedness, (ii) pari passu liens on the Collateral to secure Priority Lien Debt, subject to the Collateral Agency Agreement and (iii) junior liens on the Collateral to secure Junior Secured Debt (as defined below), subject to a customary intercreditor agreement (the “Junior Lien Intercreditor Agreement”);

(e) business activities;

(f) merger, consolidation, sale of assets;

(g) debt of the Borrowers and their subsidiaries, subject to baskets including:

(i) debt (the “Permitted First Lien Notes”) issued in a public offering or private placement by the Borrowers under a single indenture; provided that (w) any such debt (other than with respect to clauses (A) and (B), customary bridge loans which, subject only to customary conditions (which shall be limited to no payment or bankruptcy event of default), would either automatically be converted into or required to be exchanged for permanent refinancing that does not mature prior to the latest maturity date of any then-outstanding Term Loans) incurred in connection therewith (A) shall have a maturity date not earlier than the latest maturity date of any then-outstanding Term Loans, (B) shall have a weighted average life to maturity thereof no shorter than the weighted average life to maturity of any existing Term Loans, and (C) shall not be subject to any guarantee by any person other than a Loan Party, (x) after giving effect to any such debt, the outstanding principal amount of the Priority Lien Debt shall not exceed the Priority Lien Cap (plus, fees, expenses, premium and accrued interest in respect of any permitted refinancing), (y) prior to the issuance of such Permitted First Lien Notes (other than the Permitted First Lien Notes to be issued on the Closing Date), the Rating Agency Condition shall be satisfied, and (z) the terms and conditions governing such indebtedness shall (A) be reasonably acceptable to the Administrative Agent or (B) be substantially similar to, or (taken as a whole) no more favorable (as reasonably determined by the Company) to the investors or holders providing such indebtedness than those applicable to the then-outstanding Term Loans (except to the extent (I) such terms are conformed (or added) in the Credit Documentation for the benefit of the Lenders holding then-outstanding Term Loans pursuant to an amendment hereto or thereto subject solely to the reasonable satisfaction of the Company and the Administrative Agent or (II) applicable solely to periods after the latest final maturity date of any Term Loans existing at the time of such incurrence) and any permitted refinancing thereof;
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(ii) secured debt (the “Junior Secured Debt”), so long as (a) the liens on the Collateral securing such debt are subordinated to the liens on the Collateral securing the Term Loans, and such indebtedness of the Loan Parties shall be subordinated to the Term Loans, in each case pursuant to the Junior Lien Intercreditor Agreement, (b) the weighted average life to maturity of such indebtedness shall be no shorter than the weighted average life to maturity of the existing Term Loans, (c) the maturity date for such debt shall be at least 91 days after the latest maturity of the then-outstanding Term Loans, (d) prior to the incurrence of such debt, the Borrowers have provided rating agency confirmation after giving effect to such incurrence of Junior Secured Debt, (e) no Event of Default or Early Amortization Event shall have occurred and be continuing or would result from the issuance of such Junior Secured Debt, (f) to the extent that immediately after giving effect to the issuance of such Junior Secured Debt the aggregate outstanding amount of Junior Secured Debt would exceed $750.0 million, the ratio of (A) (I) the aggregate outstanding amount of Junior Secured Debt (including such Junior Secured Debt being then issued) plus (II) the greater of
(x) the then outstanding principal amount of Priority Lien Debt and (y) the Priority Lien Cap divided by (B) the aggregate amount of Transaction Revenues received during the period of four consecutive Quarterly Reporting Periods ending on the most recent Determination Date, shall not exceed 1.60 to 1.00 on a pro forma basis, and (g) the terms and conditions governing such debt shall (A) be reasonably acceptable to the Administrative Agent or (B) not be materially more restrictive to the Borrowers and the Company Subsidiary Guarantors (as determined in good faith by the Borrowers), when taken as a whole, than the terms of the then-outstanding Term Loans (except for (1) terms that are conformed (or added) in the Credit Documentation for the benefit of the Lenders holding then-outstanding Term Loans pursuant to an amendment hereto or thereto subject solely to the reasonable satisfaction of the Company and the Administrative Agent, (2) covenants, events of default and guarantees applicable only to periods after the latest maturity date then in effect for any Term Loans (as of the date of the incurrence of such Junior Secured Debt) and (3) pricing, fees, rate floors, premiums, optional prepayment or redemption terms) unless the Lenders under the then-outstanding Term Loans receive the benefit of such more restrictive terms, provided that in no event shall such Junior Secured Debt include an event of default or mandatory prepayment or acceleration upon a bankruptcy of the Parent or any of its subsidiaries (other than the Company and its subsidiaries);
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(bi) Pre-paid Miles Purchases, so long as (i) the aggregate amount of Miles purchased thereunder does not exceed an amount equal to the result of (x) $500.0 million divided by

(y) the rate by which such person purchases Miles from the Company as of the Closing Date, (ii) such Pre-paid Miles Purchases are consummated on or before December 31, 2020,
(bi) the proceeds of such Pre-paid Miles Purchases are deposited to the MPH Revenue Account and (iv) the debt related thereto is (x) unsecured and subordinated to the obligations under the Credit Documentation pursuant to an agreement in form and substance reasonably satisfactory to the Administrative Agent and (y) not guaranteed by Parent or any of its subsidiaries; and

(iv) a general basket for the Company and its subsidiaries (other than IPB) in an aggregate outstanding amount not to exceed $50.0 million;

(h) use of proceeds;

(i) amendments to organizational documents; and

(j) termination, amendment, waiver, supplement or other modification of any IP Agreement or any provision thereof, exercise any right or remedy under or pursuant to or under any IP Agreement, without the prior written consent of the Required Lenders if such termination, amendment, waiver, supplement or modification or exercise of remedies would reasonably be expected to result in a Material Adverse Effect; provided however, that (i) termination of any IP License or the Management Agreement or any amendment to the termination provisions thereof, or (ii) any amendment to an IP Agreement that (A) materially and adversely affects rights to the Contributed Property or rights to use Contributed Property, (B) shortens the scheduled term thereof, (C) in the case of the United Sublicense and the MPH License, materially and adversely changes the amount or calculation of the termination payment, or the amount, calculation or rate of fees due and owing thereunder, (D) changes the contractual subordination of payments thereunder in a manner materially adverse to Lenders, (E) reduces the frequency of payments thereunder or permits payments due to the Company or IPB thereunder to be deposited to an account other than the MPH Revenue Account or the Collection Account, respectively, (F) changes the amendment standards applicable to such IP Agreement (other than changes affecting rights of the Administrative Agent or the Collateral Agent to consent to amendments, which is covered by clause (G)) in a manner that would reasonably be expected to result in a Material Adverse Effect or (G) materially impairs the rights of the Administrative Agent or the Master Collateral Agent to enforce or consent to amendments to any provisions thereof in accordance therewith shall, in each case, be deemed to have a Material Adverse Effect.
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“Material Adverse Effect” means a material adverse effect on (a) the consolidated business, operations or financial condition of the Parent and its subsidiaries, taken as a whole (b) the validity or enforceability of the Credit Documentation or the rights or remedies of the Lenders and the secured parties thereunder, (c) the ability of the Borrowers to pay the obligations under the Credit Documentation, (d) the validity, enforceability or collectability of the Material MileagePlus Agreements, the IP Licenses or the IP Contribution Agreements generally or any material portion of the Material MileagePlus Agreements, the IP Licenses or the IP Contribution Agreements, taken as a whole, (e) the business and operations of the MileagePlus Program, taken as a whole, or (f) the ability of the Loan Parties to perform their material obligations under the IP Agreements, the MileagePlus Intercompany Loan, or the Material MileagePlus Agreements to which it is a party; provided, that no condition or event that has been disclosed in the public filings for Parent on or prior to the Closing Date shall be considered a “Material Adverse Effect” hereunder.

	Financial Covenants
	Financial covenants to be limited to the Parent to maintain minimum liquidity at the end of any

	
	business day of at least $2.0 billion.

	Early Amortization Events
	The occurrence of each of the following shall constitute an “Early Amortization Event”:

	
	(a)
	the Peak Debt Service Coverage Ratio test as set forth in the quarterly statement is not satisfied

	
	
	on any Determination Date;

	
	(b)
	the balance in the Reserve Account is less than the Reserve Account Required Balance on any

	
	
	Payment Date after giving effect to the deposits made pursuant to the Payment Account

	
	
	Waterfall;

	
	(c)
	the Borrower has received written notice or has actual knowledge that an Event of Default

	
	
	shall have occurred; or

	
	(d)
	the Borrower has received written notice or has actual knowledge that an “Early Amortization

	
	
	Event” shall have occurred under the Permitted First Lien Notes.
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The “Early Amortization Period” shall mean the period commencing on the occurrence of an Early Amortization Event, and ending on the earlier of (a) the date (if any) on which the Early Amortization Cure is consummated and (b) the date all obligations under the Credit Documentation (other than contingent obligations not due and owing) have been paid in full.

For purposes of the foregoing:

“Collections” means, with respect to any Quarterly Reporting Period, the aggregate amount of Transaction Revenues during such period. For the avoidance of doubt, amounts deposited into the Collection Account to pre-fund the Aggregate Required Deposit Amount shall not constitute Collections.

“Determination Date” means the third business day preceding each Payment Date.

“Early Amortization Cure” shall be deemed to occur on, (a) in the case of an Early Amortization Event that arises under clause (a) of the definition thereof, the earlier of (i) the date Cure Amounts related to the Early Amortization Event have been deposited to the Collection Account and (ii) the first day of the Quarterly Reporting Period following the Quarterly Reporting Period related to the Determination Date on which the Peak Debt Service Coverage Ratio has been satisfied for two consecutive Determination Dates following the Determination Date on which the Early Amortization Event was triggered, (b) in the case of an Early Amortization Event that arises under clause (b) of the definition thereof, the date on which the balance in the Reserve Account is at least equal to the Reserve Account Required Balance, (c) in the case of an Early Amortization Event under clause (c) or clause (d) of the definition thereof, the date that no Event of Default or “Early Amortization Event” under the Permitted First Lien Notes, as applicable, shall exist or be continuing.

“Interest Distribution Amount” shall mean, with respect to each Payment Date, and each class of Term Loans, an amount equal to (a) the product of (i) the Interest Rate for the related interest period, multiplied by (ii) the day count fraction, multiplied by (iii) the outstanding principal amount of Term Loans of such class as of the first day of the related interest period, and (b) any unpaid Interest Distribution Amounts from prior Payment Dates plus, to the extent permitted by law, interest thereon at the applicable Interest Rate for the related interest period.
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“Maximum Quarterly Debt Service” means, for any Determination Date, an amount equal to the sum of:

(a) for any Determination Date related to the Quarterly Reporting Period during the interest-only period, the amount of the Scheduled Principal Amortization Amount for the first Quarterly Reporting Period Payment Date after the interest-only period has ended, provided that with respect to the first Determination Date, such amount shall be prorated for the number of days in the first Quarterly Reporting Period, and for each other Determination Date, the Scheduled Principal Amortization Amount for the related Payment Date;

(b) the maximum scheduled principal amortization amount for the Permitted First Lien Notes for the related Payment Date;

(c) the Interest Distribution Amount for the related Payment Date; and

(d) the interest distribution amount (as defined in the indenture governing the Permitted First Lien Notes) for the related Payment Date.

“Peak Debt Service Coverage Ratio” shall mean, with respect to any Determination Date, the ratio obtained by dividing (i) the sum of (x) the aggregate amount of Collections deposited to the Collection Account during the related Quarterly Reporting Period and (y) Cure Amounts deposited to the Collection Account on or prior to such Determination Date (and which remain on deposit in the Collection Account on such Determination Date) by (ii) the Maximum Quarterly Debt Service for such Determination Date; provided, however, that any amounts due during a Quarterly Reporting Period but deposited into the Collection Account no later than the Determination Date related to such Quarterly Reporting Period may at the Company’s option upon notice to the Master Collateral Agent and the Administrative Agent, be treated as if such amounts were on deposit in the Collection Account as of the end of such Quarterly Reporting Period and if so treated, such amounts shall not be considered Collections for any other Payment Date for purposes of the Peak Debt Service Coverage Ratio calculation.

“Peak Debt Service Coverage Ratio Test” shall be satisfied as of any Determination Date if the Peak Debt Service Coverage Ratio is not less than (A) so long as the DSCR Step-up Period is not in effect,

(i) for the Determination Dates in September 2020, December 2020 and March 2021, 0.75 to 1.0; (ii) for the Determination Dates in June 2021, September 2021 and December 2021, 1.0 to 1.0; (iii) for the Determination Dates in March 2022 and June 2022, 1.5 to 1.0; and (iv) for any Determination Date thereafter, 2.0 to 1.0 and (B) for any Determination Date on which a DSCR Step-up Period is in effect, 2.0 to 1.0.
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The “DSCR Step-up Period” shall mean the period commencing on the Determination Date on which a Specified Acquisition Subsidiary that owns or operates a Permitted Acquisition Loyalty Program generates cash revenues for any twelve month period, as calculated on such Determination Date, in an amount greater than 15% of the cash revenues of the MileagePlus Program during such period and ending on the date on which substantially all of the Permitted Acquisition Loyalty Program’s cash revenues (which excludes airline revenues such as ticket sales and baggage fees) are pledged as Collateral.

To the extent that Collections received in the Collection Account with respect to any Quarterly Reporting Period are insufficient to satisfy the Peak Debt Service Coverage Ratio Test for such Quarterly Reporting Period, the Company may deposit, or cause to be deposited into the Collection Account, funds in an amount necessary to satisfy the Peak Debt Service Coverage Ratio Test for such Quarterly Reporting Period (such amounts, the “Cure Amounts”); provided that such deposit and deemed cures shall not occur more than five times and no more than two times in any 12 month period. To the extent that Cure Amounts are received in the Collection Account on or prior to the Determination Date with respect to the Quarterly Reporting Period in which such funds are necessary to satisfy the Peak Debt Service Coverage Ratio Test, Cure Amounts will be treated as Collections for such Quarterly Reporting Period; if Cure Amounts are deposited to the Collection Account after such Determination Date, such Cure Amounts shall constitute an Early Amortization Cure for the existing Early Amortization Event, but shall be treated as Collections for the Quarterly Reporting Period in which such funds were deposited.

“Quarterly Reporting Period” means (a) initially, the period commencing on the Closing Date and ending on August 31, 2020 and (b) thereafter, each successive period of three consecutive months.

“Significant MileagePlus Agreement” shall mean (i) each Integrated Agreement, (ii) certain existing co-branded agreements, (iii) any Permitted Replacement MileagePlus Agreement and (iv) as of any date, each other MileagePlus Agreement that generated Transaction Revenues equal to 15% or more of Transaction Revenues received over the twelve months prior to such date, in each case, as amended, restated, supplemented, or otherwise modified from time to time as permitted by the Credit Documentation.
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	Events of Default
	Usual and customary (subject to cure periods and materiality qualifiers and thresholds to be set forth

	
	in the Credit Documentation), as follows (the “Events of Default”): (i) material inaccuracy of

	
	representations  and  warranties,  (ii)  breach  of  covenants,  (iii)  nonpayment  of  principal,  (iv)

	
	nonpayment of interest (subject to a grace period of 5 business days), (v) nonpayment of fees or other

	
	amounts (subject to a grace period of 10 business days), (vi) bankruptcy, insolvency or similar events

	
	with respect to a Borrower or a Company Subsidiary Guarantor (subject to a 60 day grace period for

	
	involuntary proceedings), (vii) (a) cross-acceleration with respect to other material debt of a Loan

	
	Party (excluding a cross-acceleration as a result of a bankruptcy, insolvency or similar events with

	
	respect to a Parent Guarantor or any Parent Subsidiary Guarantor) or (b) cross-default with respect to

	
	other material debt of a Company Subsidiary Guarantor, (viii) material final judgments against a Loan

	
	Party or material subsidiary (in excess of insurance and indemnities) (ix) certain material ERISA

	
	events (in excess of insurance and third party indemnities), (x) (a) an exit from, or a termination or

	
	cancellation of, the MileagePlus Program or (b) any termination, expiration or cancellation of (1) an

	
	Integrated Agreement, (2) the MileagePlus Intercompany Loan or (3) a Significant MileagePlus

	
	Agreement (other than an Integrated Agreement) for which, solely in the case of clause (3), a

	
	Permitted Replacement MileagePlus Agreement is not entered into as of the effective date of such

	
	termination, expiration or cancellation, (xi) any Material Modification to a Significant MileagePlus

	
	Agreement or the MileagePlus Intercompany Loan without the prior written consent of the Required

	
	Lenders, (xii) a termination or cancellation of an IP License, (xiii) upon the bankruptcy of a Parent

	
	Guarantor and/or Parent Subsidiary Guarantors, any of the United Case Milestones shall cease to be

	
	met or complied with, as applicable, (xiv) failure to maintain independent manager(s) at each

	
	Borrower and each Aggregator Entity subject to a grace period of seven (7) business days, provided

	
	that there shall be only one independent manager at each Aggregator Entity, and such independent

	
	manager may be the same individual as the independent managers at each Borrower (xv) a Borrower

	
	Change of Control and (xvi) any material provision of any Credit Documentation ceases to be valid

	
	and binding, or any lien on any material portion of the Collateral shall cease to be valid and binding or

	
	perfected with the appropriate priority, or any action shall be taken to discontinue or to assert the

	
	invalidity or unenforceability of a material portion of any Collateral or guaranty document, or any

	
	guaranty shall cease to be valid and binding.

	
	“Borrower Change of Control” to be defined to occur upon the occurrence of following:

	
	(a)
	the failure of the Parent and United to own, directly or indirectly, 100% of equity interests

	
	in each Borrower; or

	
	(b)
	the failure of the Company, to own, directly or indirectly, 100% of the equity interests in

	
	IPB.
	

	
	“Material Modification” shall mean any amendment or waiver of, or modification or supplement to,

	
	a Significant MileagePlus Agreement or the MileagePlus Intercompany Loan executed or effected on

	
	or after the Closing Date, which:

	
	(a)
	extends, waives, delays or contractually or structurally subordinates one or more

	
	payments due to any Loan Party with respect to such MileagePlus Agreement;

	
	(b)
	reduces the rate or amount of payments due to any Loan Party with respect to such

	
	MileagePlus Agreement;
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(c) gives any person other than Loan Parties party to such MileagePlus Agreement additional or improved termination rights with respect to such MileagePlus Agreement;

(d) shortens the term of such MileagePlus Agreement or expands or improves any counterparty’s rights or remedies following a termination; or

(e) imposes new financial obligations on any Loan Party under such MileagePlus

Agreement,

in each case, to the extent such amendment, waiver, modification or supplement could reasonably be expected to result in a Material Adverse Effect; provided, however, that any amendment to an Intercompany Agreement or the MileagePlus Intercompany Loan that (i) shortens the scheduled maturity or term thereof, (ii) amends, modifies or otherwise changes the calculation or rate of fees, expenses or termination payments due and owing thereunder, including changes to the “Base Accrual Cost Per Mile”, “Adjusted Accrual Cost Per Mile” or “United Business EBITDA Threshold,” in each case as defined in the Operating Agreement, and in a manner reducing the amount owed to the Borrowers or the Company Subsidiary Guarantors, (iii) changes the contractual subordination of payments thereunder in a manner materially adverse to Lenders, reduces the frequency of payments thereunder or permits payments due to the Company to be deposited to an account other than the MPH Revenue Account, (iv) changes the amendment standards applicable to such Intercompany Agreement in a manner that would reasonably be expected to result in a Material Adverse Effect, or

(v) materially impairs the rights of the Administrative Agent or the Master Collateral Agent to enforce or consent to amendments to any provisions of an Intercompany Agreement in accordance therewith shall be deemed to result in a Material Adverse Effect and shall be considered a Material Modification.

“United Case Milestones” means that, during a bankruptcy case (the “Bankruptcy Case”) of any

Parent Guarantor or Parent Subsidiary Guarantor:

(a) each Loan Party shall continue to perform its respective obligations under the Credit Documentation, the IP Agreements, the Intercompany Agreements, and all other Material MileagePlus Agreements to which such Loan Party is party (collectively, the “Agreements”) and there shall be no material interruption in the flow of funds under the Agreements in accordance with the terms thereunder; provided, that (i) the performance by the Loan Parties under this clause (a) shall in all respects be subject to any applicable materiality qualifiers, cure rights and/or grace periods provided for under the respective Agreements, and (ii) the Loan Parties shall have thirty (30) days from the Petition Date (as defined below) to cure any failure to perform that requires court authorization to perform;
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(b) the debtors in respect of the Bankruptcy Case (the “Debtors”) shall file with the applicable U.S. bankruptcy court (the “Bankruptcy Court”), within ten (10) days of the date of petition in respect of the Bankruptcy Case (the “Petition Date”), a customary and reasonable motion to assume all Agreements under section 365 of title 11 of the United States Code, as heretofore and hereafter amended, 11 U.S.C. Section 101-1532 (the “Bankruptcy Code”) (the “Assumption Motion”), and shall thereafter pursue (including by contesting any objections to) the approval of the Assumption Motion;

(c) the Bankruptcy Court shall have entered a customary and reasonable final order (the “Assumption Order”) granting the Assumption Motion, within sixty (60) days after the Petition Date, and such Assumption Order shall not be amended, stayed (unless the party seeking a stay has posted a cash bond in an amount equal to or greater than the maximum Amount of the License Termination Payment that could be asserted if the license were to terminate (without reduction for any potential mitigation), vacated, or reversed;

(d) the parties agree and acknowledge that the Assumption Motion and Assumption Order shall be reasonable and customary and the Assumption Order shall provide, among other things, that:

(i) the Debtors are authorized to assume and perform all obligations under the Agreements and implement actions contemplated thereby and, pursuant to the Assumption Order, will assume the Agreements pursuant to section 365 of the Bankruptcy Code; (ii) the Agreements are binding and enforceable against the parties thereto in accordance with their terms, without exception or amendment; (iii) any amounts payable under the Agreements are actual and necessary costs and expenses of preserving the Debtors’ estates and shall be entitled to priority as an allowed administrative expenses of the Debtors pursuant to sections 503(b) and 507(a)(2) of the Bankruptcy Code; (iv) the Debtors must cure any defaults under the Agreements as a condition to assumption; and

(v) the Debtors are authorized to take any action necessary to implement the terms of the Assumption Order;

(e) each of the Debtors and each other Loan Party (i) shall not take any action to materially interfere with the assumption of the Agreements, or support any other person to take any such action; and (ii) shall take all steps commercially reasonably necessary, to contest any action that would materially interfere with the assumption of the Agreements, including, without limitation, litigating any objections and/ or appeals;

(f) each of the Debtors and each other Loan Party (i) shall not file any motion seeking to avoid, disallow, subordinate, or recharacterize any obligation under the Credit Documentation, the MileagePlus Intercompany Loan or any IP License and (ii) shall take all steps commercially reasonably necessary, to contest any action that would seek to avoid, disallow, subordinate, or recharacterize any obligation under the Credit Documentation, the MileagePlus Intercompany Loan or any IP License, including, without limitation, litigating any objections and/or appeals;
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	(g)
	in the event there is an appeal of the Assumption Order:

	
	
	(i) if the appeal has not been dismissed within sixty (60) days, then (A) the Reserve

	
	
	Account Required Balance shall increase by $15.0 million per month (the “Monthly

	
	
	Additional Reserve”) as long as such appeal is pending, up to a cap of $300.0 million

	
	
	(the “Additional Reserve Cap”), and (B) such additional amounts accrued pursuant to

	
	
	clause (A) above shall be released to United within five (5) business days after the end of

	
	
	such appeal; and

	
	
	(ii) the Debtors shall pursue a court order requiring any appellants to post a cash

	
	
	bond in an amount equal to $300.0 million, to an account held solely for the sole benefit

	
	
	of the Secured Parties;

	
	(h)
	the Bankruptcy Case shall not, and is not converted into, a case under chapter 7 of the

	
	Bankruptcy Code; and

	
	(i)
	any plan of reorganization filed or supported by any Debtor shall expressly provide for

	
	assumption of the Agreements and reinstatement or replacement of each of the related guarantees,

	
	subject to applicable cure periods.

	
	For the avoidance of doubt, notwithstanding the foregoing, during the pendency of and following any

	
	stay or appeal of the Assumption Order, each Loan Party must continue to perform all obligations

	
	under the Agreements, including making any and all payments under the Agreements in accordance

	
	with the terms thereof and as described above and, in the event of any such payment default (subject

	
	to any applicable cure or grace periods under the applicable Agreements), nothing shall limit any of

	
	the Lenders’ rights and remedies including but not limited to any termination rights under the

	
	Agreements.
	

	
	Notwithstanding the foregoing, for the avoidance of doubt and without limiting the Loan Parties’

	
	other rights and remedies, during the sixty (60) day period following the Petition Date, the Loan

	
	Parties shall have the right to pay all obligations in cash and in full as if there has been an acceleration

	
	under the Credit Documentation as though such filing constituted an Event of Default.

	Increased Costs, Yield Protection and
	Usual and customary for facilities of this type.

	Indemnification
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	Voting
	Amendments, waivers and other modifications to the Credit Documentation shall require the consent

	
	of Lenders holding more than 50% of total commitments and/or applicable Term Loans (“Required

	
	Lenders”), subject to customary “all affected lender” and class voting provisions and the ability of the

	
	Borrowers to incur customary extension commitments and (subject to the Rating Agency Condition)

	
	refinancing term loans. The Collateral Agency and Accounts Agreement shall provide for voting on a

	
	pro rata basis among the holders of Term Loans and of Permitted First Lien Notes in connection with

	
	certain enforcements of rights.

	Assignment and Participations
	Each of the Lenders may assign all or (subject to minimum assignment amount requirements) any part

	
	of its Term Loans to (a) any Lender or any affiliate of any Lender, (b) an approved fund of any Lender

	
	and (c) any other person (other than a defaulting lender, disqualified lender or natural person or a

	
	holding company, investment vehicle or trust for, or owned and operated by or for the primary benefit

	
	of natural persons or any affiliates of the foregoing) reasonably satisfactory to the Administrative

	
	Agent and, so long as no Event of Default has occurred and is continuing, the Borrowers (such

	
	consent to not be unreasonably withheld or delayed provided, that the Borrowers’ consent will be

	
	deemed given with respect to a proposed assignment if no response is received within 10 business

	
	days after having received a written request from such Lender); provided that in the event that an

	
	
	
	
	
	
	
	

	
	Event of Default has occurred and is continuing, a disqualified lender (other than a competitor or

	
	affiliate thereof) shall be deemed to be an Eligible Assignee; provided, however, disqualified lenders

	
	
	
	
	
	

	
	shall exclude any bona fide debt funds or investment vehicles unless otherwise specified prior to the

	
	Closing Date by the Borrowers. The Credit Documentation will also include customary Borrower

	
	buy-back provisions.

	
	The Lenders will also have the right to sell participations (other than to natural persons), without

	
	restriction and without the consent of the Borrowers, subject to customary limitations on voting rights,

	
	in their respective Term Loans.

	Governing Law
	New York, unless otherwise required with respect to the Collateral.

	Counsel to Lead Arrangers
	Mayer Brown LLP

	Counsel to Borrower
	Kirkland & Ellis LLP
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Executive summary

United has obtained a $5B financing commitment through an innovative financing structure secured by the
MileagePlus Loyalty Program demonstrating its long-term stable cash flows and criticality to United

= United Airliness (‘United" or “UAL’) is one of the world's leading airlines

= United's customer loyalty program, MileagePlus Holdings ('MPH"), is a core United asset which generates significant stable free
cash flows, strong EBITDA margins, and value-creating loyalty from our customers.

~ Over 100 milion total members

~ ~85.38 cash flows from sales in 2019 (~12% of total United revenue) and $1.88 EBITDA (~26% of total United adjusted
EBITDAR)"

= United intends to exectite a $5.08 strategic financing for MPH to raise proceeds for incremental liquidity

~ The MPH financing facility (the *Faciliy") is a long term strategic financing program and is expected to be syndicated as a
Senior Secured Term Loan®

~ The Facility will be secured on a first lien basis on substantially al assets of Mileage Plus (including IP and cash collections}?.
In addiion, the financing benefits from parent guarantees from United Airines, Inc., United Airines Holdings, Inc. and
subsidiary guarantees from certain other subsidiaries.

~ Goldman Sachs is acting as Sole Structuring Agent; Goldman Sachs, Barclays and Morgan Staniey are acting as Joint Lead
Arangers,
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United recent developments summary

During the COVID-19 crisis United has adjusted its capacity, expenses and capital investment to maximize its.
liquidity position

= United expects to have ~$178 of available liquidity at end of 3020 pro forma for this transaction and the $4.58 expected to be avalable
o United through the CARES Act loan prograrm®
= Recent demand trends
~ United continues to see steady improvement in demand in the domestic United States and certain international destinations
+ More than 70% reduction in customer cancellation rates since the high rates experienced in April
~ June ticketed passenger revenue is expected to be up close to 400% versus Apri: July passenger revenue is expected to be up 50%
t0/100% compared to June 2020 passenger revenue estimates
~ Net bookings for the remainder of 2020 and 3Q20 have remained positive since the end of May
+ Asa result, July 2020 capacity is expected to be down ~75% ~ almost double the June 2020 schedule
+ July passenger revenue is expected to be up 50% to 100% as compared to June 2020
~ Including cargo and other revenue, total revenue is expected to be down ~88% in 2020
= Reduced operating expenses
~ Operating expense, excluding special charges, in 2020 are expected to deciine by ~53% YOY; operating expenses excluding
specials, saleries and depreciation are expected to deciine by ~72% in 2020 or 4 68"
~ On track to achieve more than $2.58 of reductions in adjusted capitel expenditures, bringing expected full-year adjusted capital
expenditures to below $4 587
= Average daily Gash burn* expected to be at low end of previousiy-provided guidance range at ~$40M in 2020 and expected to be ~$30M
for 3020
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United Airlines’ MileagePlus loyalty program overview

MileagePlus, established in 1981, is a global leader in loyalty; today, MPH is rated in the top 3 loyalty programs by
value globally!

MileagePlus is a core United asset which
generates significant stable free cash flows,
strong EBITDA margins, and value-creating

active member® CAGR
(2017-2019)

of United fight revenues from
MPH members (2015 - 2019)

* Builds customer loyalty for United by offering = = B
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MileagePlus overview — earning and redeeming miles

Related cash flow stratification

O Spending on an MPH credit card or with MPH partners 1%

2019 cash flow from sales: miles purchased
by third party partners

Ways
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MileagePlus overview — illustrative miles earning transaction

(1) Spending with MPH third party partners (2) Flying on United *
71% of cash flow from sales 29% of cash flow from sales
MPH member: MPH program: MPH member: MPH program:

Multiple mileage
earning opportunities
through numerous
third-parties

Customer joins
MPH credit card or MPH loyalty

transacts with partner

MPH loyalty

plieci program grows.

~

Customer spends. Partner buys 15K miles Customer purchases. e Tk e
$10,000 with partner and at $0.02 per mile ($300 in United tickets for $3,000 R ':m'e :’ﬂ"
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MileagePlus overview — pricing and cash flow mechanics

UNITED )

1
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of $ of
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'

MileagePlus.

Manages currency
program and
redemption activty

Monthly / quarterly purchase of miles

~ Chase / Visa co-brand agreements recently extended
into 2029

~ 3 to 5-year contracts for many other third-party
partners

~ Purchase price per mile determined by partner
contracts

e) 0,) Monthly purchase of miles

- Guaranteed minimum margin of 20%'

~ 20-year operating agreement from closing of
[T co-sran Accrual transaction
of Mies Partners

$ ©) Redemption of miles
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Innovative financing backed by critical asset of United

First facility to unlock value of an airline loyalty program, offering investors security in a critical
asset of United, further bolstered by bespoke structural enhancements

2D Quarterly Cash Flow

0/ rst-priority security interest in critical IP, enhanced by
b

ankruptcy-remote IP SPV and pledge of IP license $ Cash Collections from United & 31 Parties
- Collection account provides access to cash collections at 2
MPH
@) Gotection account siructure and cash trap mechanism Scheduled debt service'?
= ensures that debt service! is paid out of gross cash
collections before any funds are released to MPH for e
operating expenses and redemption costs
@) Robust de-leveraging mechanism based on predefined 50% excess CF sweep based on
= quarterly DSCR test? offers additional protection in case of predefined triggers?*
a prolonged downturn
() Additional credit support provided via (1) guarantees
~ from parent & certain OpCos and (2) interest service PRl Excess cash released to MPH to
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MileagePlus Key Highlights
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Key highlights of MileagePlus program

o MileagePlus is critical to United’s core business and drives enhanced revenue
& generation

, Premium and growing member base with attractive demographics and high
= retention

unien Bl o Strategic partnerships with leading brands and relationships with non-United
Mileage1v= &) 4ir carriers and other partners

°! Diversity of cash flow driving long-term track record of stable financial
*7 performance

°. Attractive business model with strong and stable margins with the ability to nimbly
" control redemption costs

MileagePlus. 15
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MileagePlus is critical to United’s core business and drives enhanced
revenue generation

MPH members contribute the majority of United’s flight revenue and have a higher growth rate

= MPH drives a material portion of United's profitability

- In2019, MPH generated $1.88 EBITDA representing 26% of total United adjusted EBITDAR'

MPH has grown i value contribution and importance to United
Contribution of MPH Members to United Flight Revenue

ﬁ-...

2015 2016 2017 2018
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MileagePlus is critical to U
revenue generation (cont’d)

ed’s core business and drives enhanced

MPH drives customer loyalty and “stickiness”, resulting in higher spend with United

= MPH drives significant acceleration of revenue growth - fiight revenues from members grew at an almost 10% CAGR
from 2017 to 2019, approximately twice the growth rate for non-members

= For the 5 year period from Jan 2015 to Dec 2019, member yield (revenue per mile flown) was on average more than
50% higher than non-member yield
~ Member yields have grown 18% faster than non-member yields during this timeframe, resulting in materially
higher revenue for every mile flown vs non-members

Average revenue to United per member from April 1, 2015 to
March 31, 2020

25x
Longer-term and
14x higher status
members.
ax contribute even
— more revenue to
United
Members with >5 Premier members vs Premier partner-
year tenure vs non-premier engaged members
members with <5 members  vs non-premier non-
years partner engaged [rrrel
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o

Premium and growing member base with attractive demographics and
high retention

MPH has a highly attractive member base with above average income, long tenure in program and
located in attractive geographies

b $25K-
65s <18 years = s Saskce
18.29 He years peond
e <4 54K
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high retention (cont’d)

Premium and growing member base with attractive demographics and

Strong growth in MPH membership

= Active Member Grouth
= Total Member Growth

MPH Drives
Strong

0%

Customer
Retention

6%
MPH Drives
Increased
Revenue
Contribution

MPH Drives.
Higher

Customer
Satisfaction’

2018 2019

51% ofthe active member" population
enrolled 5+ years ago.

86% of Premier members enrolled 5+
years ago

On average, new members contribute
34% more revenue to United in their first-
Year postoining the program than non-
members?

Members have a 7 pt. higher NPS than
non-members

Partner-engaged members have a 10 pt.
higher NPS than non-Partner-engaged
members

MPH drives significant revenue, higher customer satisfaction and loyalty to United

e e e 2 s e o gkt 5 1
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Strategic partnerships with leading brands and relationships with non-
United air carriers and other partners

Deep, long standing ecosystem of accrual and redemption partners: Over 110 total partners
50+ accrual & redemption partners, 50+ accrual only partners, and 10 redemption only partners

Europe/ME/Africa Asia/Pacific Americas
o @ @ &
Retail Hotel Lifestyle InHome  Other Travel Entertainment Financial

Non-Air
Partnerships.
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15 14 6
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ing long-term track record of stable financial

Diversity of cash flow dri
performance

MPH’s cash flow stream is broadly diversified across flight travel and consumer spending
categories providing robust resiliency during downturns

Over 70% of 2019 cash flows originated from 3rd parties (which include spend on co-branded credit card, other lifestyle

retailtravel related activities such as booking on Marriott, and rental cars)

$53%0

55072

73%

During the 2008-2009 recession, United Prepid

revenue declined 19% while MPH revenue
only declined 2%

7%

WMPH Revenue UAL Revenue 2017 2018 2019
I 2008 [ 2009 = Cash flow from sales to 3rd pariies (M) = Cash flow from sales to United (M)
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o Diversity of cash flow driving long-term track record of stable financial
9 performance (cont’d)

MPH has demonstrated resilient EBITDA independent of United performance and macroeconomic
headwinds

— MPH Eam  Burn Ratio (%) [l MPH EBITDA ($M)*

$1825 - $1880 $1,828 , 150%
140%
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mmm
e 25% 18% 24% 27% 30%

“hajucied EBITOAR for UAL and EBITOA fo MPH e hon-GAAP messuses. Fo 8 (60ancition 1o GAAP, 546 Agpena B. MileagePlus. 2
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Attractive business model with strong and stable margins with the ability
to nimbly control redemption costs

MPH has the ability to reduce program expense and preserve margin using a variety of levers

Example Levers to Adjust Air Example Levers to Adjust Non-Air
Redemption Expense Redemption Expense
MPH has a dynamic pricing engine tha adjusts Air Award pricing in MPH has full discretion to use various levers (o change both the
response to a variety of demand signals and discrefionary levers to  awards offered o program members and the value of these awards,
balance award availabilty (supply) wilh demand for A Award seats while the underlying award cost remains stable

Example Description Exampl Description
Levers' Levers

Day of travel Increasing award pricing for peak days, Redemption  Increasing or decreasing number of miles
reducing for off-peak days rate required for any award
Revenue fare  Adjusting award pricing based on expected Marketing  Increasing o decreasing marketing promotions

placement  foregone revenue for United for non-air awards to influence demand

Segment Variable pricing and availabilty for different Segment  Offering different non-air awards to different
members. program staus levels, cardholder status, ef. ~ members  members based on behavior, status, etc.
ot e i e an v e Ul ynamic i engie o A AV, et INPHS citon MileagePls 25

Riona 3 (s et 00 Gl g (1l 50 NooTa) 9 A AV





image43.png
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Growing program with engaged and loyal customers

Growth rate in miles issued exceeds growth in miles redeemed

Miles issued by MPH (YOY)

Avn

Actual mlles redeemed (vu‘ﬂ

2017 2019

Redemption breakdown
Travel vs non-travel United % of travel

ﬁ%

2017 2018

Given majority of redemptions are

travel related, redemption costs are

expected to be lower in the current
COVID-19 environment
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COVID-19’s impact on MPH cash flows

[Apr. and May IApr. and May
(cumulative) | (cumulative) | YO
(millions) 2019 2020

Impact o airine demand has been severe, but strong thi
relationships ensure miles are sillissued
Cash collections ~s870 5455 ~(50%) | = Mies earmed on United are down ~97% or Aprl and May combined, which
negaively impacts cash infiws for MPH

~_ However, members are st engaging with Uniteds thid parties

As demand for redemptions has decreased, miles returned to
customers’ accounts for cancelled flights are exceeding new bookings

et eaed] ~(135%) | . ~g3% decline n miles redeemed, lowering MPH's cash outfows

+ ~126% ncreass n mils eturned dus to cancelaions, resuling n cash

fowing back to MPH from United
Less: redemption cost S$515 6165 =(130%) | . importanty, mis retumecwere nearty 3 greater than mies redeemed
LessiOperstin -4 ~ lanaged operating expenses lect juced demant
by 520 ~$10 (50%) Managed operating exp to reflect reduced demand
0 i

Net cash flow ~$330 1 ~$590 1 ~80% Higher net cash flows for MPH over this period
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Transaction Structure Overview





image48.png
Proposed transaction structure

‘Nonguarantor subsidiaries of
United Allines Holdings, nc.

| Securiy Interest
- B United Ailines Holdings, Inc.

N Guarantors 100% Ownership.

|/ — 100% Onnership
Parent Subsidiary Guarantors

United Airines, In. (“United)

Transfer of Mikage »
Plus IP2 inercompany! 1P
Loans! Subdlicense.

‘Gash payments (1) from United to MPH to purchase s and
2)fom MPH 10 United for mieage redemption governed by

| :
[l oo e o .
1 [ 1Pco assers [ Collection | CoBrand Agreement
& Rosarvo ~ and Other Agreements -

H M Sascrs 1 Oier Acreements —
Lo

Principal & 100% ndirect 100% Ownership {Unied Mieage

Inerest Loan vty cunership Plus Mies

v .
United MileagoPlus
Cardholdors &

cifents of of
MileagePlus Partners.

LendersiNoteholders

Mileage Plus
Marketing,
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Summary of key transaction terms (1/4)

— T

+ Mieage Plus Holdings LLG (WPH'or ‘Gompany’)

Borrowers + Mieage Plus Inielecual Propory Asses, L. (newy-ormed bankrupcy-amote-structured Gayman SPV to hold 3 I coltra) (1PC0)

+ Unied Aifinos Holdings. . (Parent)
- Unied Avfns, In. United)
‘Gompany Subsiiny Guaraniors WPHT, ns. Wieage Pis, e Wieage Pius Warketng. o and each subsidry of s Company

‘Subsidiary Guarantors . Parent Subsitay Guarantors: Each subscary of aren (thr than Unied, 3 Barour o 3 Company Subsiday Guarantor) tht s ol an-Excludd
Subscany

Parent Gusrantors.

Format - Serior sacured oting rae ferm oan (Lo

ety s - s
it Ao+ G s S0

T s p——

LesdArmangers+ ot Scns L Pters LG, B Bank PLCar orgen Sy S P, o
Tavor e et

Amenzaton ettt oy o il amoring ety ereter
Gotrotesan____+_Nom<atal o pared 8D olwed b decling calpremis bareter

i @
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Summary of key transaction terms (2/4)

Securly

Descripton
‘Senorguaraniees om ) the Parent Guarstors and (1) he Parent Sy Gusramors
Seniorsecured guaranees ram the Company Subsidiary Guarantors

Fist ooty pefected lece (subec 0 pemited lens) o Unids squiy nirests n MPH

Fisotorty oefeted secuty neret (suect 0 permie ens) i the Colcton Accaunt. h Payment Accoun, the MPH Revenue Account and the
Resarve Account

Firstrioty prfected sacuty nereet suject o pamited ns) i substantlly s urrnt and o-be-acquired ofver angide and g ssses of the
CoBorrousrs an e Company Subsidlary Guaranors, incuding(3) ) (sulect o pemite ens)al ntllectua poperty equred fr the Mileageplus
proaram (which il be ansirt 10 IPCO prir o cloing)and (1) Unics and MPHsfghis under e nelectalproperty Icense agreement among IPCO),
MPH Unded and tho Guaranirs (sceMPH Licenso Uniad Subicense Summary of Terms’) and (1) e Inercompany Agraemaris betwoen MPH and
United pursuant 1 which Uned putchases s fom WPH

Anyftue o beanding or simiar agreements, and any fture UAL or MPH ieage or siiaroyay program, wil b requd 1o be ncluded n e colateral
ard pldge o socus the Loans on s prcly basi

Al curtenty eising. ure and suceessorco-branding patoaing orsmiar agreements entered info n connection i the MiegePus progeam, incuding
e ca band agreement wi payment pariners

Accounts  Simplied
Watortal

MPH Rovenuo Account and Galloction Account: Al revenues of PH and I subsidaries il bo requied [0 be deposied o an ccount f MPH, subject
10 coirl o o Mastor Collaeral Agent. which account il o swept daiy o @ segragate colecon sccoun (e ‘Collecton Account ) stabished with
0 Waste Golteal Agent and piedaed 1 secure 2 Loans o 4 st proky basis. Amouns eceied i he Colcton Acsaunt wibe appled asfolows:

st 10 pay he agents' fess and expenses;
— Socond, topay nerest and uarterty amortzation dus under e Facity;

70,10 fund the Reserve Account u o the DSRA Recquied Balnce:

— Fourth, i an Esrly Amortzaton Event e, 50% o il amounts tht v been appect o pay oustanding prnczal: and

— Fift  no Eary Amrizaton Eventor Dfaulor Eventof Defaut aists, il amaining amounts il b emited o the Co-Boromers
Reserve Account. squialntfo 3 monihs of nfrest sonics (fued upfrot) (tha ‘DSFA Reured Balance’)

Paymnt Account: Priota sach qusrerly payment date, mauts requied o pay debt senics us under the Faciy wil be ansfered > a sagragated
acoount which s under he sole canto of the Wastr Coltral Agent v B
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Summary of key transaction terms (3/4)

Usual anc customaryfr financings o ' kind, ncluing tandard eporing covenarts, separaensss cosenanis ith espect 1 PCO and isons on
changes fo the MileagePlue program and maters modiicatons o the material MileagsFios Agreements (nliing change t priing ferms). sutjoct o
WAE standard

Atmative snd
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Financil Covenants

Parentto mantain minimu lquey of 3t eas $26n

Posk Dabt Sorico
Coverage Ratio (‘Peak.
DSCRY)
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Events
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uarity daot sanica (which fox e purposs of 1 calulton ncudes scheduiad Quariary amartzton, suen during 2 nerestnly priod)

To tn axent hat Cllctions arsinsuffient to satsfy ho Peak DSCR e, MPH il havo th igt o depost funds ntho Colction Account n an amourt
Suffcient 1 cure such deiiency, st 1 cela imiatons.

7o Early Amorizaton Event s tiggred, 50% of Calecions (1 oxcess ofreqied i sanica Wi 52 3ppi=d 1 pay & porio of e ouistandng
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6p 20201 Do 2020 arch 2021075
Jun 2001 /S0 2021 1 Doo 2021 1.00%
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Therestar 200
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Summary of key transaction terms (4/4)

- Incurence of aclona o secured debt il be perited up o $750mm and subict 1 various condiions, incluing () raing agency confmaton. () en
a0d payment suborinaton tes consisient ith agred lems o Safsacion 1 he Admistatve Agen. (1) no Event of Default and () WAL no shorter

Permittad Junior

Indebtedness. han remaining WAL under 2 Loan. Any adddonal usor debt beyone STE0m il b2 subject o tota secured debt / Collctons = 1.6x
+ Usialand customarfor iancings of s Kind (sect 10 grace periods and raterally eshows), g
— Inaceuracy of epresentaions and wareanties
— Breach of covenanis
— Nonpayment of pincipal,intrest,foes o oher amourts
— Bankwupicy, inscivency and simiarevents wihrespect 0.3 Borrower o @ Company Subsidary Guaranior
— Gross-accolraton it raspect o other mataal do o a Loan Pary (escuing a cross-sccaeraon 2 a resul o  barupicy, nsohency or s
verts wih respect o 3 Paren Guaranta o any Paren Subsidiay Guaraor ot cross.defaul uth respec 1 cher materl ded! ofa Company
Subsigary Guarantor
— Material ugrments against a Loan Party of materal subsiary
Events of Defaults — Cotain ERISA avents

Governing Law and
Juiscition

5, erminstion or cancafston of 2 MseagePlus pregram ortrinaton, exiato, cancelaton of any igficant WisagePls Agresment (nless
replaces)

Materil modiicaton to any signifcant MisagePlus Agreement wihout Required Lenders'cansent
Terminaton orcancetaton of an 1P Lisense

Fare o comly it cetain mlestones upon the occtence ofabankrupty o  Parent Guarantor andor Paren Subsidary Gorantors

Faiute 1o maitain independent manager al each Borrouer

Fadureof e Parent and United o own 1007% ofthe ety et in each Borrower or e of MPH 0 own 100% f th ecuty neress n 1PGO
Invaity o e loan docurments
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MPH License — summary of key terms (1/2)

Licensor

Mleag Plus Intelectal Propery Assets, Li.(newy-forme, bankrupty e Cayman special-oupose venice) (1PCO')

Licenseo

Licanse Grant

Mieage Pus Holdngs, LLG (MPH)

1PCO arans 1o MPH an excushie, oyaly-bearing, wordwideheense o s infliectua propery eduied 0 cpeate th MieagePlus pragram (e
WisagePls ') nli
ata_ Customerdata generate o produced a5 art of the WileagePius rogram (.9, mermber name and conlactinformatio, MeagePlus numbers
communicaon and prometin optin, an acrual an redemion Hstory)

‘Domain Names the domain names assacated ith he MieagePus pogran (e g mieageplus com)
~ Copyrghts: regitersa copyriants and spplstionsfor regitraton of copyrhts

~ Patanis: atens and patont appicatons (6. mobi paymensystem uih ousrd pois)

~ Tradomarks: vadermars, senico marks, ade names, logo (0.5, MieagoPlus”,“Promir”, Preror Execulve’)
~ Software: sftwar related 0 the MisagePlus Program, incudng he MisagePus X e App.

Torm Perpetual un teminaton pusuant 10 a Terminatn Event.
eomsoFos Wiy e aqual o al reveruss of PH Guring o preious . Tha Lisanse Fes wi b pad n dal nsalmants rough daly suseps o s WP
Revenue Account o he Golecion Account
WP will covonant ra il not and winol parT s SUBSGas o SSBBIEh, creaie. o oparate ary ol oyaly program ries ubslantaly al o
o e ater loyaly programs revenues. ntlieciualpropety and membr data, id-paty conacts and nercompary sgresments. are pledged as ollieal 0 the

an'a st lon bais. Suect 9 cotain condions Uned may mainfan anather yally program i connecion wih s 3causiion of another commercil aine
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MPH License — summary of key terms (2/2)

- The folwing events wil be Terminaion Evas under the MPH Lizense:
- Payment deaut (subjec 1o materalty tresholds and curspercds to be agreed)
~ Broaches of covenants and representatons and warrantiosunder the MPH Licensa (subjact o mtaristy Preshoids and cure perads o be sgread)
~ Broach of o Non.Compets (subjec 0 curoperod 0 bo agrens)
~ Use f iagePlus 1P by WPH o asub lcensee oler than a perited under the MPH License
M bariuptcy
= Inalty of e MPH License or MPH, Unied or Parent conest the ualldy or enfrceabily of the P Conlibulon Agreements o he MPH Licerse
Tormination Events ~ Oocurtenceof an event o defaut under th Facil,icluding faiure of United 01k actons 1 assume P Licenses afler Unied bankiupcy o
Borrouet change o contol
Terminaon of Unied Sublense.
- Temminaton Event due 0 breach of non-compete, MPH bankiupty. MPH, Unded ot Parent conteting the vl or enfrceabily of the [P Contsbuton
Agreaments o MPH Licanses, o ofdeaut under th facity duo f alr 1 asaumo P Lizansesor Borower chargo of contl, and tormination of
U Subicense wil ru 1 Sutomatc erminaton of PH Lcense winout nole. On he oceurence o tnr Tefmination Event, 1PCG or e hactr
Coltora Agent may erminal e WPH License upon notce
~ Upn the terminaton o the MPH License s a e of Terrination Event, MPH i immediatly cease o b ented to use and wil mmediatly be equied
'caase sl yse o any and s WilsgePlus malectua Popery.

Governing Law + Newvark
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United Sublicense — summary of key terms (1/2)

Lcensor

ek

Subllconseo.

United Arines, In. (Untes)

Sublicansa Guarantors

Uit Aines Holdings, ne. (UAL') and all‘Subsidiary Guaranios” nder he Facity

Sublicenso Grant

MPH grans UAL 3 non-exciusive,royly-bearin, worduide slicense o al the WileagePus P oense o MPH under e WEH License.

Tem

Perpetunluns teminate due fo Termination Event

Subliansa Fae

mours due and payabl by Unied P every mor under e rrcompany Rgresrerls. Al paymerts o e Sublcerss Fas wil b2 payae on e
Sama day such bayments aré e unde the nercompany Agteements  mmedialel avaiabe unds, uhich payments shall be mace o e NPH
Revenue Account

Non-Compats

U il covenart ra il ot a0 wil i part s subeidian o sstabieh, reate, or oparal any var ayaly program urles suesfanialy 3 o the
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United Recent Developments
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United recent demand trends

= United continues to see a steady improvement in demand in the domestic United States and certain international destinations
~ More than 70% reduction in customer cancellation rates since the high rates experienced in April 2020
~ June ticketed passenger revenue is expected 1o be up close to 400% versus Apri
= Net baokings for the remainder of 2020 and 3020 have remained positive since the end of May
~ Asaresul, July 2020 capacity is expected to be down ~75% — almost double the June 2020 schedule
~July passenger revenue is expected to be up 50% to 100% compared to June 2020 passenger revenue estimates

Available seat miles YOY Down 8% Down 8% Down ~85% Down~75%
Domestic Down 84% Down 85% Doun ~85% Doun ~70%
Inermational Down 93% Down 92% Down ~80% Down ~80%

Passenger Load Factor 6% 3% ~50% ~56%

oo o oo
el o 2% -0

Ticketed Passenger Revenue YOY? Down 98% Down 98% Down~90%  Down82% - 88%

Gross Bokings YOY: Downer Downaz vown7« [

= Cargo revenues continue to be strong and are expected to be up over 30% in 2020 compared to 2019
~ These results support international cargo-only flying and have been a significant driver of revenue and cash flow to United
= Including cargo and other revenue, total revenue is expected to be down ~88% in the 2020 compared to 2019
* Rt ot o e 12,2020 ikt asender 1/ 3 compornt f s pssengs v 1 ciuies oy o n e e v (o bt s

i 1 e 18 T 4870 TSI R 4G e B AT ] V) O T 1. A 1 5 TP o P eran e 160 e nireo L
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United is continually adjusting capital and operating expenditures to maintain
a strong liquidity position

Operaling expenses, excluding special charges, in 2020 are expected to decline ~53% compared (o 2Q19; operaing
expenses excluding special charges, salaries and depreciation are expected to dedline by ~72% in 2020 or $4.68'
Cutting discretionary operating costs:

~ CEO and President forgoing 100% of respective base salaries through year-end, Officers have had base salary

Operating reductions and no annual bonus and non-employee directors waived 100% of cash compensation
Expenses

- Suspended merit salary increases for management and administrative employees, instituted a hiring freeze, offered
voluntary, unpaid leaves of absences for U.S.-based employees (>20K employee participation)
~ Slashed spending on vendors and outside contractors.
~ Reduced promotional spend: over $60 milion in expected savings in 2020
On track to achieve more than $2.5 billon of reductions in adjusted capital expenditures, bringing expected ful-year
Adjusted adjusted capital expenditures to below 4.5 bilion
1 ~ Stopped over 200 real estate projects deemed non-criical to the operation
~ Reduced spending on over 300 technology-enabled initatives: approximately $300 million in projected savings in 2020
Plan to only take delivery of aifcraft in 2020 and 2021 that have financing in place

Suspended share buybacks under share repurchase program on February 24, 2020 and terminated the program on
April 24,2020

Expects average daily cash burn® to be at low end of previously-provided guidance range at
~$40M/day for the second quarter and to be ~$30M/day for the third quarter

i e Accordingy. Unifled o roveing fisGuidance on & GAAP b Nt GARP measur [t ncldes ot acauid Iough heissceofde an fnce lases. Non-cash
ot capanites 1t G S 11 - Aoy Unte oo ot i ol xpenduie Gudancson o GASP b Goh b e . Nt cosh o cowraors, N B
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United plans to maintain strong liquidity position despite operating environment

Liquidity Sources

CARES Potential

Revolving J 5t psp Grant || additional

$20B+

Gredit Facility Iy necured | CARES Act Projected

(et Loan' [lSecured Loan?| Available

$2.75B $1.1B $2.08 $5.08 $4.5B $5.0B Liquidity

= Term Loan Financing: Raised $2.75 billion in three separate Term Loan facilities backed by aircraft (March 9%), spare parts
(March 20%) and spare engines (April 71)
= Equity Issuance: Executed equity issuance of 43.2 million shares for ~$1.1 billion (April 21 & April 30")
* Revolving Credit Facility: $2 billion available under undrawn revolving credit facilty
= CARES Act: Entered into agreement to receive approximately $5.0 billion from the U.S. Treasury Department through the
Payroll Support Program (~$3.5 billion will be a direct grant and ~$1.5 bilion will be in the form of a promissory note)
~ Potential ability to draw $4.5 bilion in additional secured loan pursuant to the Loan Program of the CARES Act

Expects to have ~$17B of available liquidity at end of 320 pro forma for this transaction and
the $4.5B expected to be available to United through the CARES Act loan program

i ) e
S sy o 2t e MERESRuE
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CARES Act offers United flexibility for future funding

= United is receiving approximately $5.0 bilion from the U.S. Treasury Department through the Payroll Support Program
under the CARES Act in the form of an approximate $3.5 billion grant and an approximate $1.5 billion 10-year loan which
will be used to pay the salaries and benefits of employees through Sept. 30, 2020. United has received $3.5 billion of the
proceeds (o date.
~ UAL willissue to the U.S. Treasury Department warrants 1o purchase an aggregate of approximately 4.6 million shares of UAL
‘comman stock at a strke price of $31.50 per share!
*  Under the Loan Program of the CARES Act, UAL has the potential ability, through September 30, 2020, to borrow up to
approximately $4.5 billion for a term of up to five years from the U.S. Treasury Department
~ United continues to work with the U.S. Treasury Department on the CARES Act Loan Program loan, and it is UAL's expectation
that, if UAL takes the loan, it will use available siots, gates and routes collateral. United believes it has sufficient slots, gates and
routes collateral available to meet the collateral coverage that may be required for the full $4.5 billon available to UAL under the
Loan Program
~ I United borrows any amounts under the Loan Program, UAL expects to issue to the U.S. Treasury Department warrants to
purchase shares up to approximately 14.2 million shares of UAL common stock, depending on amount of loans drawn, at a
strike price of $31.50 per share!
~ We expect this loan will be a 5-year senior secured term loan, with interest at L + 300 bps

* Raprasents e cosigpic of AL common siosk o Tha NaséaqStsk kel o Ap 5, 202, MileagePlus 42
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Appendix A: United liquidity and capitalization
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Appendix B: Reconciliation of GAAP to Non-GAAP financial measures

T —

e o e B Ao 1 anasat and eCrs.EBITOAR 1 S0 ot 90l 0 MR S . 1 NS o L2 o133 pmines

s

Netesme (64371
st
e cpisized
Ircomo ax xpeno rst
Spacalcharges s o s
Nencpeaingspci e
oeprcsionsnd amorzaton
A SITOR then 547)

Sirtront

e ESITOAR. exclingspechrces ans
s spac s o AP

e ™ o w2 s o B
an o ) oo o “ =
) s oy (sﬂ w @ @
@ s = a0 1530 wn @
an 0 @ s s 3 w
- ™ s o s w o
s o semn sm o zast ass

owreom
MileagePlus. 45





image65.png
Appendix B: Reconciliation of GAAP to Non-GAAP financial measures (cont’d)
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Appendix B: Reconciliation of GAAP to Non-GAAP financial measures (cont’d)
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