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210. RESULTS OF OPERATVOMS - ConclMtod 
(Ooiiara In Thoukunds) 

Line 
No 

38 

1 4 2 

Cross 
Check 

46 

47 
4 « 

49 
SO 
51 

(546) Interest on funded dett: 

(a) Fixed interest not in defaurt 

ir«m 

(3) 

FIXED CHARGES 

(b) Interesi in default 
(547) Interest on unfunded debt 

(548) Amortization of discount on funded debt 

TOTAL FIXED CHARGES (Hnes 3»-41) 

Income after fixed charges (line 37 minus line 42) 

OTHER DEDUCTIONS 

(546) Interest on funded debf 

(c) Contingent interest 
UNUSUAL OR INFREQUENT ITEMS 

(555) Unusual or infrequent items (debrt) credrt 

Income (Loss) from continuing operabons (before incoow taxes) 
PROVISIONS FOR INCOME TAXES 

(556) Income taxes on oTOinary income: 
(a) Federal income taxes 

(l>) State Income taxes 

53 

(c) Other inccme taxes 
(657) Provision for defened taxes 

TOTAL PROVISIONS FOR INCOME TAXES (lines 47-52)" 
Income from continuing operatioeis (ine 46 minus Hne S l T 

DISCONTINUED OPERATIONS 
(560) irwome or loss trvn operations of discontinued legitierts (less 

applicable incotrw taxes of S ) 

(562) Gau. or loss on disposal of discontinuKl segments (less 
applicable income taxes of $ \ 

•xtnoniinarf rtems (lines 52 - 54) 

EXTRAORDINARY ITEMS ANO ACCOUNTING CHANGES 
jjTO) Extraorowary rtems (Net) 
(590) 
(591) 

Income taxes on extraoroinary rtems 

Provision for deferred taxes • Extraocdjnaryrtenn 

TOTAL EXTRAOROIflARY ITEMS (fcies S e ^ g T 

Amount lor 
current year 

(b) 

258.922 

Amount for 
preceding year 

(c) 

121,361 

211,466] 

9,679l 
480 089 

9.482 

n.fM'î  
(8.397 

335.577] 
326.014 I 

620,021 

620.021 

Lme 
No. 

36 

181.751 
5.724 

308,836 
1.419.126 

9.522 

39 
40 

42 

43 

44 

1.409.604 

238,705 
14,795 

215.880 
469.380 
940.224 

940.224 

45 
46 

47 

46 
49 
50 
51 
52 

53 

55 

(592) Cumulative effed of changes m accounbng p r m d S S T o S r 
applicable income taxes of $ j 

f^t income (Loss) (Lines 55 * 59 * 601 

64 
(556) 

RECONCILIATION O F NET RAILWAY OPERATING INCOME (NROl) 
l^t revenues from railway operations 

Income taxes on oroirary income (-) 
(557) Provision for deferred income taxes t~ 

Income from lease of road and equipment (-) 
Rent for leased roads and equipment (•) 

Net railway operating mco.Tie (los.»; 

620.021 

1,206,550 

9.S63 
(335.577 

2.233 

882.769 

940,2^4 

1.534,547 

(253.500) 
(215.680) 

0 

2.262 
1.067.429 

61 

62 
63 
64 

65 
66 
67 
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Note to Schedule 210 

IMPACT OF CONGESTION ON 1997 OPERATIONS 

In the third quarter of 1 ^97, congestion in and around Houston and the coastal areas of Texas and Louisiana (the Gulf Coast region) 
tJegan to have a matenal ."KJverse effed on the Respondent's operations and eamings System congestion started in the Gulf Coast 
region and spread throughout the system as the Respondent shified resources to help mitlgaie the need for locomotives due to slower 
average tram velocrty The congestion was brought on by, an'iong other things, crew shortages and restnded aack access caused by 
necessary track maintenance on former Southem Pacific lines, increased demand, washouts due to severe weatner, derailments and 
congestion at Texas/Mexicogateways. Traffic slowed further as rail yards In the Gulf Coast region filled, sloweig access into and out 
of the yaros and forong train: to be held on sidings. 

Service Recovery Plan - To restore sen/ice to acceptable levels, the Respondent announced on Odoi>er 1. 1997. that rt was 
impiemenbng a Service Recovery Plan (the Plan). The Plan focuses on reducng the number of cars on the system and restonng 
system velocrty, which, in tum. resurts in more reliable service to customers. Key elements of the Plan mdude: 

Power Bnnging more locomotives into the Gulf Coast region ihrough acquisitions, leasing from other railroads and moving 
locomotives from seleded areas of the Respondenr« system: 

People, i^ngaging in an extensive hiring program, allocating addrtional managers and operating personnel and revising 
operating plans to rolieve congested tenrinals and remove trains from congested knes; aiid 

• Cooperation: lAJorking wrth customers and other railroads to curtail addrtional congestion and to provide artemative 
transportation. 

Recent Actions Under ttie Plan - Implsmentationof the Plan has resutted in improvement in the overall operatian of the UP and has 
generally eliminated congestion protl^ms outside the Gulf Coast region and the surrounding southeast portion ot the Company's rail 
sys.em (arthough weather problemi have caused intermrttent penods of congesiion, pnmanly In the Midwest). However, significant 
congestion has continued m the Gulf Coast region, which has been aggravated recently by several severe storms and congestion 
ca jsed by operational problems on Mexican railroad lines south of Laredo. Texas As discussed below, the Company has announced 
that rt has embargoed most southbound traffic destined for ttie Laredo gateway to address worsening congestion at ttiat gatevray. In 
connedxsn wrth rts integration wrth Southem Paolc, the Respondent has implemented i.i) Transportation Control System (TCS) in the 
southeast portion of the Respondent's system, which indudes the Gulf Coast region, wtiere the cutovcr to TCS occurred on 
December 1. 1997. (ii) directional running from Dexter Junction, Missoun on the north, across Arkansas, westem Ljoutsiana and eastem 
Texas to the Houston and San Antonio aroas on the south, beginning on Febaiary 1. 1998 and (ifi) the *tMO-and-spoke' labor 
agreements in Texas and Artcansas. Although the Comp-iny believes that the fuH implementation of these dtanges is essential to 
achieving significant Ic^temibenefrts. their *nplementationalso conthbutedto the persistence of congestion in the affeaed Gulf Coast 
region dunng tate 1997 and earty 1998. 

In addibon to decreased revenues and increased operating costs resurting from the congestion-related slomyrmn m the Company's 
traffic, discussed above, certain customers have submrtted daims or stated ttieir intention to submrt daims to the Company for damages 
related to delays m shipments. The Company will continue to evaluate the adequacy of rts reserves for these dams and expects to 
add to such reserves as appropnate. 

In order to address the congestion problem and to realize the tienefHs to the Respoixient and rts custonwrs of the merger 
implementation steps outlined above, the Respondent has recently irnbated certain actions under the Plan: 

Power- Arranging for the deployment of approximately 200 locomotives in the Gulf Coast region through selective 
redeployment and short-temi leases and loans from other railroads to reduce congestion in yards and remove Irains from 
sidings 

People Continuing rts hinng program and redeploying personnel to (i) r -prove management of certain major tenninals. 
(il) upc'ate TCS infomiation in congested areas to improve operational reliability and {iii) Identify empty cars antl expedrte them 
to shipper facilrties for loading to reduce the number of ĉ ars in yards and on sidings. 

Cooperation: Working wrth the Respondent's conneding railroads to expedrte the interchange of traffic and entering into 
arrangements with competrtorsto share tracks and coordinate dispatching. For example, the recent agreement between the 
Respondent and the BNSF. which, among other things, grants certain trackage nghts to the Respondent m the Houston area 
and provides for joint dispatching of various lines in the Houston area and between Houston and New Orleans. 

On March 24. 1998. the Company announced that rt woi embargo most southbound traffic destined for the Laredo. Texas gateway 
commencing Saturday. March 28. 1998, to dear the backlog of cars warting to cross into Mexico. The embargo applies to grain, 
chemicals, industnalproduds and coal, but not finished automobiles, auto parts or mtermrrlal tratfic or any norttitxjund traffic ihrough 
Laredo The Company is attempting to reroute some of the embargoed traffic through other Company gateways, none of which are 
subject to the embargo The Company believes that this embargo is necessary because congestion problems pnnopally wrthin Mexico 
that affect the Laredo gateway have worsened dunng recent weeks and are affecting other areas wrthin the southeast region of rts 
sysiem As of March 26. 1998, there were 
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