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America’s Transportation Solution

= Safest Form of Ground Freight g
Transportation -

= Moves 1 Ton 790 Miles on 1
Gallon of Diesel

= Reduces Greenhouse Gas
Emissions by 67%

Congested Highway System
Creates “Infrastructure Tax” on
America - $8 Billion Annually
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Major North American Class | Railroads
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Fast Facts

= Miles of Track
161,114

= QOriginated Carloads
31.46 M

*Freight Revenue
$52.9B
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UP Franchise — Tremendous Opportunities

UNION
PACIFIC

InternTee] Agricultural
18% Products
18%
—_— | ]
UP at a Glance - S
= Miles of Track 32,300 in 15%
23 States
" Employees 49,000+
= Customers 25,000
= Locomotives 8,700+
u Freight Cars 94 000+ BUILDING AMERICA® JyAcrie




Union Pacific Railroad
Agricultural Products

Agricultural Density Map

Lane thickness depicts carload density

Revenue Mix

Grain
Products
40%

Whole
Grains
36%

Mexico 15%

Domestic 75%

Export 10%




Rapid Volume Decline
/-Day Carloadings (000s)
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Resource Update

Year-End
Locomotives TE&Y Employees
1,200+ 3150
St(cj)re Furloughed
7,200 18,062
2007 2008 2008
AAR Inventory
48,000
Store
d
308,300
240,993
2007 2008

* Represents Year—End Levels Minus Extra Resources



Rail Impact on Transportation

US Rail Shipments Modal Share
Ag Freight

10%
o Intermodal o Coal H Rail
O Barge
HAg = Other Carload aTruck

Source: AAR, 2008 Source: USDA - Ag Marketing Service, 2006
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Rail Efficiency

U. S. Freight Ton-Miles by Energy Consumption by Mode**
Mode* 2005 2005

Pipeline
15%

*Source: U. S. Bureau of Transportation Statistics **Source: U. S. Department of Transportation
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Role of Railroads with U.S. Agriculture

e Infrastructure and
Equipment

e Service
* Productivity
e Market Access
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Infrastructure and Equipment

2008 Midwest floods

BUILDING AMERICA
11




Infrastructure and Equipment
2009 UP Capital Investments

$2.8 Billion Capital Plan - UP

In Millions

= Replacement /Renewal
Programs

= Safety .
Engineering
= Velocity Replacement
$1,800
= Throughput
_ Capacity/
= Long Term Growth Projects Commercial
Facilities
= Sunset /Intermodal $450

= Coal Capacity/Red X

= Enhance Throughput Technology/ Locomotives/

Productivity Other $150 qugf(%ent

B Replacement
] Growth and Productivity

BUILDING AMERICA® ATirai




Infrastructure and Equipment
Impacting UP Agricultural Products

UNION
PACIFIC

Red 11 X”

° 0 i
T40/0 of UPCBus_ldness Capital Spend to Suppor '
raverses torridor Ag Products Growth

sLarge Capital Spend . L
Will Benefit Ag Products $75 Million in IA7MN r

*$19 Million in NE
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Service

Ag Unit Goodﬁ

Release to Train Arrival — 4%

Best:
Yr: 86.1 (2008)
Mth: 95.0 (5/08)

85.8

83.9
mmman 35
78.6
64.5
2006 2007 2008 Jan-09

Incl Early
mmmm Annual Goal

Ag Manifest Good T

TPC — 8%

Best:

Yr: 70.1 (2008)

Mth: 73.2 (5/08) 87.0

82.7
77.8
/9
71.1
68.2
2006 2007 2008 Jan-09
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Service
Customer Satisfaction Index — Union Pacific

Total Union Pacific Union Pacific Ag Products
83 81

79
| |||| 69

2006 2007 2008 2006 2007 2008
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Productivity Measures

AAR Velocity AAR Terminal Dwell
)y MPH Hours
261 26.8
Good 24.0 209 i 27.2 c; 4 273
237226239 26.0
299 228 252252, , 25.3 25.1
01421421 8° V22238 59,4

2005 2006 2007 1Q082Q08 July Aug Sep Oct Nov Dec Jan 2505 2006 2007 1Q08 2Q08 July Aug Sep Oct Nov Dec Jan

- Industry Spot/Pull Freight Car Utilization
Percentage . Cycle Days
Good 93 93 94 94 95 g4 95 95 95 10.6 ¥
89 : 0.8 Good
: 9.4
81
2005 2008 2007I1008I2008I JuIyIAugl sopl Oct INovl Dec | Jan | 2005 2008 2007 | 2008
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Recoverability & Process Initiatives

Network Interruption Days* Velocity (MPH)

21.6

20 2007 | 202008 20 2007 | 20 2008

*Defined as a day with Hours Held > 50Hrs for Weather and/or Incident

BUILDING AMERICA® ATirai




Technology Improvements

« Distributed Power - Electronic Control

. Unit Train Pneumatic Braking

Customer Interface « Communication-based

. Computer Aided Train Control

Dispatching I

Conventlonal Traln Operatlons




Market Access
Linking Production and Consumption - Ag Products

= ACccess

= Major Grain and
Produce Regions

* Flexibility to Meet

Demands of the Market

= Ethanol
= Feed/Processors

Produge

= Export

= Infrastructure

= Refrigerated Boxcar Fleet




Rail Transportation Issues

e Safety
e Shipment Variability
e Capacity

e Capital

» Legislative Policy




Safety- “Zero Tolerance”

Personal Injury Incidents Per
200,000 Man-Hours

{TTTTTE

01 02 03 04 05 06 07 08

54% Improvement

Crossing Accidents Per
Million Train Miles

T

01 02 03 04 05 06 07 08

Incidents Per Million
Train Miles

TTITE

01 02 03 04 05 O6 O7 08

29% Improvement

41% Improvement
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Time

Railroad Issues 40,000
Shipment Variability - Grain 35000 -

= SN

Commodity 20,000 -
100,000 .00 & ——
90,000 - Jan Feb Mar Apr MayJun Jul Aug Sep Oct Nov Dec
80,000 -
70,000 - 2007 2008
60,000 - I I I I
50,000 -
40,000 - 50000 Geography
30,000 - 45,000 _
20,000 ] 40'000 i
10,000 - 35,000 -
0 T T T T T T T 30,000 .
10 20 3Q 40 1Q 20 3Q 4Q 25000 - I
2007 2008 20,000 - I
Corn mBeans =Wheat 15,000 -
10,000 -
5,000 -
0

1Q 2@ 3Q 4Q 1Q 2Q 3Q 4Q
2007 2008
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5 Critical Resources
Shared & Interconnected

il

Main L

Freight Ca

Locomotives

NNNNN
PACIFI
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Railroad Issues
Freight Demand Growing....

Billions of Tons of Freight Transported in the U.S.
37.2

19.3
15.3

1998 2002p 2035p

p — preliminary
Source: U.S. DOT - Freight Analysis Framework, 2002 & 2006
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Capacity Challenges

e Economy 7-day
Carloadings
— Recession hasn’t hit bottom (000) Throughput
: 226 - Network
— Costly assets in storage Capacity
200 \

« Washington

— Balanced regulation

A

— Conflicting oversight

with anti-trust bill 150 -
« State & local government 125 -
— Increased interest
In commuter rail 100
— Rail expansion 2004 2006 2008 2009

YTD
Demand

BUILDING AMERICA® ATirai




Raillroad Issues
Capital Spending - UP

Net Income Capital Investment*
($in billions) ($in billions)
— +48%— $3.1
+489%p— $2.338
[
$1.585
2003 2008 2003 2008

*Includes cash capital, non-cash capital and lease financings BUILDING AMERICA" iy



Rail Issues
Legislative Policy

* Anti-Trust Exemption
— Mergers
— Equipment Pooling

e Investment Tax Credit
— 25%

— New Construction That Expands
Rail Capacity

— Railroads, Shippers, Receivers
All Eligble

BUILDING AMERICA® ATirai




2009 Outlook

e Overall US Economy
e EXports
« Domestic Feeding

e Bio-fuels

* Ocean Freight




UNION
PACIFIC

February 27, 2009

Paul Hammes — VP & GM Agricultural Products BUILDING AMERICA"
Marketing & Sales



	Agricultural Outlook Forum��Rail Transportation Issues
	America’s Transportation Solution
	Major North American Class I Railroads�
	UP Franchise – Tremendous Opportunities
	Union Pacific Railroad�Agricultural Products
	Rapid Volume Decline�7-Day Carloadings (000s)
	Resource Update�Year-End
	Rail Impact on Transportation
	Slide Number 9
	Role of Railroads with U.S. Agriculture
	Infrastructure and Equipment
	Infrastructure and Equipment�2009 UP Capital Investments
	Infrastructure and Equipment�Impacting UP Agricultural Products
	Service
	Service�Customer Satisfaction Index – Union Pacific
	Productivity Measures
	Recoverability & Process Initiatives
	Technology Improvements
	Market Access�Linking Production and Consumption - Ag Products
	Rail Transportation Issues
	Safety- “Zero Tolerance”
	Railroad Issues�Shipment Variability - Grain
	5 Critical Resources�Shared & Interconnected
	Railroad Issues�Freight Demand Growing….
	Capacity Challenges
	Railroad Issues�Capital Spending - UP
	Rail Issues�Legislative Policy
	2009 Outlook
	Slide Number 29

