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The fitll -wing summarizes the components of SPRC s net 
penodic pension cost under the provisions of Statement ot Financial 
Accounting Standards No, 87, "Employers' Accounting for Pensions': 

Year Ended December 31, 

Lhe following summarizes the significant assun-.ptions usi-d m 

accounting tor th.- SPRC Pension Plan: 

i')ceember 31, 

1994 1993 1992 

1 in rM//i<>fi> 1994 1993 1992 
Weig.̂ ited average discount rate 

Expected rate of increase in 

8.5",, 7.25% 8.0"-o 

.Service costs — berefits covered 
Weig.̂ ited average discount rate 

Expected rate of increase in 
during tbe vear $ 5.1 $ 5,5 S 4.9 future compensation leveb 6.0% 6.0% 6.0% 

interesl cOs- on proiected 
benefit obligation 29.9 31.2 31.5 

Weighted average expected 
long-term rate of return 

.A.;tual (return)/loss on plan a.ssets 0.7 140.1) 1 17.6) on plan assets 9.0% 9.0% 9.0% 

Net amortization and deferral (32.0) 7,5 (16,11 

NET PERIODIC PENSION COST S 1," $ 4 1 $ 2.7 Thrift Plan 

Vhe following summarizes the funded status and amounts 
recognized in SPRtCs consolidated balance sheets for the SPRCC 
Pension Pun: 

: in niilhons 

December 31, 

1994 1993 

.Actuarial present value oi benefit obligations 

\ested benefits $ 335,1 

Non vested benefits 6.0 

ACCUMULATED BENEFIT OBLIGATION 

Proiected benefit obligation 

Fair v alue of assets in pian 

Proiected benefit obligation in excess 
of plan assets 

I'nre.ognized .ransition am.iunl 

L'nre. ognized gain or loss 

L'nrec.'gnized prior service cost 

u n PENSION LIABILITY INCLUDED 

I . S°«C'S BALANCE SHEiT 

$ 341.1 

366.0 

7.8 

373.8 

$ 376,4 

328.3 

(48,61 

(3.91 

7.8 

4.3 

40.4 

420.8 

363.2 

-, 57.tv, 

(4.6) 

20,-

4,8 

(36, •, 

SPRC has established a defined contribution plan (the "SPRCC Thrift 
Plan") as an individual account savings and investment pian primarily 
for emplovees of SPRC who are not subiect to a collective bargaining 
agreement. Eligible participants mav contribute a percentage of their 
eompensation and the Companv also contributes using a formul > 
based on participant contributions, 

Po't-retirement Benefits Other Than Pension:, 

I ne Companv sponsors se< ^ j ^ l oians which ; rovide health care 
and life insurance Iienefits to retirees w;io have met age and service 
requirements, Lhe contribution rates that are paid by retirees are 
adiusied annuallv to offset ir;."re,'.ses in health care costs, if any, and 
fix the amounts p.ivable bv the tCompanv. The life insurance plans 
provide life insurance benefits for certain retirees. The amount oi life 
insurance is dependent upon length ol service, empKivment dates and 
several other factors and increases m ci verage bevond certain mini­
mum levels are bv)rne by the employee, 1 ior to lanuarv 1, 1993, the 
Company's policy was to expense and fund 'he cost of ull retiree wel­
fare benefits onlv as the benefits were pavable. The Companv charged 
to expense $24,4 million in 1442 for 'hese benefits 

rhe tCompanv adopted Statement of Finaneial ,Accounting 
Standards No, 106, "Employers'.Accounting for Post-retirement 
Benefits Other Than Pensions," effective lanuary 1, 1993. The effect 
of adopting Statement No, 106 on net income and the net periodic 
benefit cost (expense) for 1993 was a charge to earnings of $168,5 
million (less income taxes of *!s4,3 milhom. The Company's policy 
continues to be to fund the cost of ail retiree welfare benefits only as 
the benefits are payable. Accordingly, there are no plan ,.sscts. 
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The following table summarizes the plan's accumulated post-

retirement benefit obligation: 

December 31, 

Health 
Care 

Life 
Insurance Lotal 

Health 
(Care 

Life 
insurance Total 

(m millions) 1994 1993 

Retirees 

Fullv eligible plan participants 

$ 41,1 

8,6 

$ 92,0 

5,4 

$133,1 

14,0 

$ 47,2 

10,9 

$ 107,7 $ 154,4 

18,6 

ACCUMULATED POST-RETIREMENT BENEFIT OBLIGATION $ 49,7 $ 47,4 $147,1 $ 58,1 ? 115,4 $ 173,5 

L'nrecognized net gain (loss) 

' ' lan amendment 

13,7 

4,1 

(8,4! 

4,3 

ACCRUED POST-RETIREMENT BENEHT COST 

INCIUSED IN OTHER LIABILITIES $164,4 $ 164 4 

.As of December 31, 1994 and 1993, the current port ion of 

accrued post-retirement benefit cost was approximately $16,3 mi l l ion 

and $20,6 mil l ion, respectively, and the long-term portion 'A'as approx­

imately $148,6 mii l ion and $148,8 mi l l ion, respectively. 

The net periodic post-retirement benefit costs for 1994 and 

1993 include the following components: 

in millioni 1994 1^93 

Service cost $ 0.8 $ 0,7 

Interest cost 12.0 12,7 

Amortization ol plan amendment (0.2) — 
NET PERIODIC POST-RE"REMENT 

B lN i f l T COST S 12,^, $ 13.4 

For measurement purposes, the (Company has not assumed an 

uinual rate of increase in the per capita cost of covered benefits for 

future vears since the Company has limiteo its future contributions 'o 

current levels. The weighted average discoui t rate used in determin­

ing the benefit obligation was 8,5%, 

Post-employment Benepts 

In November 1942, the F,AS issued Statement No, 112 "Employers' 

Accounting tor Post empkn ment Benefits," F.AS 112 requires employers 

to recognize the obligation to provide berefits to former or inactive 

empiovees after empiovment but before retirement, if certain con­

ditions are met. Effective lanuarv 1, 1994, the (Company adopted EAS 

112 and reeorded a $9,8 mi l l ion pre tax charge ($6,0 mil l ion after 

tax I, The (Companv s polics continues to be to fund the cost of pv>st-

emplovmcnt benefits as the benefits are pavable. 

1990-1994 Long-Term Earnings Growth Incentive Plan and 

Annual Incentive Compensation Plans 

O r t a i n officers o f the Companv were covered bv the 1990-1994 

Long-Term Earnings Growth incentive Plan of the Companv, The 

1992 and 1943 .Annual Incentive Compensation Plans covered all 

exempt employees of the Company, Based on the provisions of these 

plans, no amounts were paid or charged to expense in 1994, 1993 

or 1992, 

Equity Incentive Plan 

The SPRtC Compensation (Committee has authorized a grant of stock 

bonuses under SPRC s Equity Incentive Plan covering i ; to 1,555.0(X) 

shares of SPRC common stock, in the aggregate, to 28 kev executive 

emplovees ot the Conv;>any, contingent upon the attainment .)f cer­

tain pre-established corporate financial and individual performance 

obiectives, .A portion of each stock bonus grant is subiect to the 

achievemenl of an operating ratio of 89,5''o for 1994, 88.0% for 1445. 

85,()"o for 1996, or 83,0% for 1997, as well as individual perform,jnce 

obiectives dur ing those same vears, i f the required SPRC operating 

ratio for anv vear is not achieved, or if the required individual per­

formance obiectives are lot achieved, the SPR(" (Compensation 

(Committee of the Board o' Directors mav in its discretion award a 

poruon of such shares. In 1994, the tCompany charged to expense 

approximately $7,5 mi l l ion representing the value of approximately 

413.000 shares which were awarded in lanuary 1995, pursuant to the 

Equitv Incentive Plan, 
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1 1 . R e l a t e d P a r t i e s 

The ( Company has maintained separate accountability for the operat­

ing activities of its principal railroad subsidiaries as to the sharing of 

freight revenues and charges for use of railroad equipment and ioint 

facilities, interline accounts receivable and payable continue to be set­

tled through the traditional clearing process between railroads. The 

railroads are coordinating and. where appropriate, consolidating the 

marketing, administration, transportation and maintenance opera 

tions of the railroads. 

Subsidiaries of An.schutz tCompanv perform specific services for 

the (Company's railroad subsidiaries primari ly relating to the purchase 

and administration of Iocomouve fuel and fuel futures contracts and 

fiber optic telecommunications, I'he amount paid by the Company in 

1994 for these transactions was $7,9 mi l l ion, Lhe Company believes 

that the terms of these transactions are comparable to those that 

could be obtained from unaffiliated parties, 

in 1994, the Company purchased an offiec building in Denver 

tor $5,5 mi l l ion from family trusts in which .Mr, Anschutz and certain 

members ot his family have an interest. The (Company obtained an 

independent appraisal o f t he bui lding pursuani to which the fair 

market value o; the building was determined to be in excess of the 

purchase price, 

' 2 . C o m m i t m e n t s a n d C o n t i n g e n c i e s 

As a holding company, the (.Company is dependent upon the bu.,iness 

activity and real estate sales of its subsidiaries to meet its consolidated 

debt obligations and to make payments to buv-out surplus emplovees 

and make capital expenditures expected t r be required bv the (Comp.inv. 

The various debt agreements of SP L com in restrictions as to pay­

ment ot dividends to the Companv. SPT is permuted to make advances 

or dividends to its parent in order for certain specified interest and 

.'iv idends to be paid bv its parent. 

On November 4. 1993, the tCompanv and Integrated Systems 

solutions Corporation ("iSSC' l, a subsidiarv of IB.M, entered int > ,i 

:en-vear agreement under which ISSt, wi l l handle all of the t <irnpan\ s 

management information services ("MIS" ) functions, lhese include 

systems op 'rations, application development and implementation of 

a disaster recoverv plan. Pursuant to the agreement, the (Companv is 

obligaled to pav annual ba.se charges of between $4.= mil l ion and $.50 

mil l ion ivvhich covers, among other things, payments for ,MiS equip­

ment and personnel i over a len-ve u period subiect to adiustments for 

cost ot l iving increases and variations in the levels of service provided 

inder the agreement. 

Inherent in the operations of the transportation and real estate 

business IS ihe possibility that there mav exist environmental condi­

tions as a result ot current and past operations which might be in 

violation ot various Federal and state laws relating to the protection 

ot lhe env ironmenl. In certain instances, the (Companv has received 

notices ot asserted vioiation ot such laws and regulations and has taken 

or plans to take steps to address the problems cued or lo contest the 

allegations of violation. The Company has recorded reserves to pr.i 

vide for environmental costs on certain operating and non-operating 

properues, Environmenia' costs mclud'- site remediation and restora 

t ion on a site-by-site basis, as well as costs for initial sue surveys and 

environmental studies nf potentially contaminated sites. The (.ompanv 

has made and wil l continue to make substantial expenditures relating 

to environmental conditions n its pr- , erties, including properties 

held tor sale, in assessing its pi , , .lal environmental iiabiliues the 

Company typically causes ongoing examinations ot ncwlv identified 

sites and evaluations of existing clean-up efforts to be performed bv 

environmental enginee, Fhese assessments which usuallv consider a 

combination ol factors such as th.' engineering reports, site visits, area 

investigations and other steps, are reviewed penodicallv by counsel, 

lOue to uncertainties as to various issues such as the required level of 

remediation and the extent of participation in clean up efforts bv 

others, the Company's total clean-up costs tor envi-onmental matters 

cannot be predicted with certamtv, Lhe tCompany has accrued resenes 

for environmental matters with respect to operating and non-operat­

ing properties not held for sale, a weil as certain properties previ­

ously sold, based on the cosis estimated to be incurred when such 

estimated amounts (or at least a M in imum amount i can be reason­

ably determined based on inf i ir nai ion available, )ur ing the 

vears ended December 31, 199.', 1993 and 1992 the Companv 

recognized expenses of $17,6 mi l l ion, $24,2 mi l l ion anu $27,6 mi l l ion, 

respectively, relate.l to envi,onmental matters, .At December 31, 1994 

and 1443 the Companv had accrued reserves for environmental 

contingencies of $6.'.,2 mi l l ion and $62.3 mil l ion, respectively, which 

includes $13.4 mil l ion and $17,1 mi l i ion, respectively, in current 

liabilities These reserves relate to estimated liabilities for operating 

and non-operating properties not held tor sale and certain properties 

previously sold and were c:sclusive of anv significant future r.'eo.'jnes 

trom insurance carriers. Based on the Company"s assessments 

described above, other available information and the amounts of the 

( ompanv's established reserves, management does not believe that 

disposition of environmental matters known tiv tbe ( ompanv wi l l 

liave a material adverse effect on the (Company's financial position. 

However, there e in be no assuranee thai material liabilities or costs 

related to environmental matters wil l not be incurred in the future, 

,A substantial port ion of the Company's railroad emplov. e 

are covered bv collective bargaining agreements wi th national railway 

labor organizations that are organized along crat; lines. These agree-

n ents are ge.ierally negotiated on a multi-employer basis with the 

railroad industry represented bv a bargaining committee, 1 he culmi­

nation of various Presidential and legislative events m 1992 resulted 

in the Company nego'iating most of its labor agreements separately. 

(Certain of the wage agreements obtained in 1491, 1992 and 1993 have 

reduced the effects of inflation on operating costs but provide for cost 

of l iving increases beginning in 1995. A substantial number of the 

labor agreements expire and are subiect to renegotiation in 1995, 

To ensure stability of its fuel costs, the Company has entered 

into tuel hedging agreements covering approximately 95% of its 

0727 

SP thtrty nine 



estimatec" 1995 fuel needs at an average purchase price of $ 49 per gal­
lon (excluding handling costs). However, in the event that fuei prices 
decline below the average purchase price under the hedging agree 
ments, the Company will not receive anv benefit from these fuel 
hedging agreements and may m fact pav more for fuel than it 
would have paid in the absence of such agreements, 

.As a condition to its approval of the consolidation of Union 
Pacific. .Vlissouri Pacific Railroad Company ("MP"! and Western 
Pacific Railroad tCompany in 1982, the ICC awarded SSW trackage 
rights to operate over the .MP lines between Kansas Citv and St. Louis, 
Lhe iC(T's initial decision did not fix the compen.sation SSW would 
pav for the trackage rights, which commenced in lanuarv 1983, .After 
a series of hearings, the KCC set forth new principles to govern the 
computation of charges. L'nion Pacific has asserted a claim for 
additional amounts due against the Cvjmpanv of approximately $63 
million (including interesl) as of December 31. 1994. and filed a 
collection action m Federal District tCourt, In earlv 1495, the court 
issued an order finding that the Companv i wes L'nion Pacific the 
amount of $60,99 million as of lanuary 31, 1995 plus additional 
accrued amounts occurring since that date, but allowing the 
("ompanv to pursue a counterclaim for losses due to alleged 
discrimination against the Company's trams using the loint 
facility. The Company has not yet decided whether to appeal 
this ord -r. Whether or not the Company's position is sustained, the 
amoun; owed L'nion Pacific will be substantial. Management has 
made adequate provision for this matter m current liabilities in its 
financial statements 

In lulv 1941. a derailment occurreil near Dunsmuir, California 
While certain aspects of the matter have not been resolved and the 
total amount of damages and related costs cannot be determined at 
this time, SPT is insured agai' st most types of damages and related 
costs mvoived with the Dunsmuir derailment to the extent that thev 
exceed $10 million, ,As of December 31, 1444, SPT has paid approxi 
matelv $46,8 million related to the Dunsmuir derailment, of which 
$12,0 million was charged to expen,se primarilv to cover the $10 mil­
lion deductible. The balance has been or is in the process of being 
collected Irivm insurance earners. As of December 31, 1994. approxi­
mately $31,4 million has been recovered bv SPT from insurers, SPT 
expects to recover substantiallv all ai ' tional damages and costs 
under its insurance policies, .As a result, disposition of these matters is 
not expected to have a material .idverse effect on the Company s 
financial condition 

Aithough the (Company has purchased insurance, lhe (.ompanv 
has retained certain risks with respect to losses tor third-partv liabilitv 
and propertv claims In addition, various claims, lawsuits and contin­
gent liabilities are pending against the Company. .Management has 
made provisions for these matters which it believes to be adequate .As 
a resull. the ultimate disposition of these matters is not expected to 
have a material adverse effect on the (Company s consolidated finan-
s lal position. 

1 3 . S u p p l e m e n t a l C a s h F l o w 
I n f o r m a t i o n 

Supplemental cash flow information for the years ended December 
31, 1994, 1993 and 1992 is as follows: 

(m millions) 

December 31, 

1994 1993 1992 

CASH PAYMENTS (REFUNDS) 

Interest 

Income laxes 

NON-CASH TRANSAlTIONS 

Sales of reai estate for 

notes receivable 

(Capital lease obligations 
lor railroad equipment 

$130.2 
1.7 

27.9 

265.2 

$115.0 

(0.51 

$1J-1.5 

1.0 

57.0 
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1 4 . Q u a r t e r l y D a t a un.iu.ineJ 

ii'i millionsi 
First 

Quarter 
Second 
Quarter 

Third 
Quarter 

Fourth 
Ousrter 

1994 

Operating revenues 

(Operating income 

tither income (expense) 

Net income i loss)' 

Earnings per share: 

Primary: 

Before eftect of change m accounting 

Cumulative effect of change in accounting 

TOTAL 

Fully diluted: 

Before effect oi change in accounting 

(Cumulative effect of change in accounting 

TOTAL 

1993 

Operating revenues 

Operating income (loss) 

Other income (expense) 

Net income (loss! 

Earnings per share: 

Primary: 

Before effect of change in accounting 

tCumulative eftect of change in accounting 

Fullv diluted: 

Betore etfect ot change in accounting 

Cumulative effect of change in accounting 

First quarter 1994 data includes an extraordinary charge oi 
$6.0 miiiion (net of taxes) for the change in accounting for 
post-employment benefits (FAS 112). 

First quarter 1993 data includes an extraordinary charge of 
$104.2 million (net of taxes) for the change in accounting for 
post-retirement benefits olher than pensions (FAS 106). 

748.2 

62.3 

1.2 

9.0 

0.11 

(0.05) 

0,06 

$ 806,6 

107 4 

10.5 

48.5 

0,31 

(),.M 

$ 0,11 

(0.05) 

$ 0.06 

0.31 

0, * 1 

676.3 

20,9 

3.1 

(110.7) 

(0.12) 

(1.46) 

I!,58> 

745,7 

59.8 

(4.1) 

10.4 

0.11 

0.11 

807,3 

97,1 

(4,0) 

33,5 

0.22 

0,22 

0,22 

0,22 

753,8 

0,1 

(41,2) 

(52,7) 

(0,.54) 

(0,.54) 

$ (0,09) 

(1,04) 

$ 11,15) 

0.08 

0,08 

,.,,47) 

(0,47! 

Fourth quarter 1994 data includes a gam on the sale ol 
the .Alameda t^orridor of approximaiely $.83 per share. 

780,5 

78,9 

213,3 

150,7 

0,97-

0,97" 

0,97 

0,97 

742,8 

22,4 

19,8 

3,9 

0,03 

0,03 

0,03 

0.03 
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S u p p l e m e n t a r y I n f o r m a t i o n ..luiuue'd 

T he tCompanv's common stock is listed on the .New York Stock 
Exchange under the symbol "RSP." The common stock v as listed in 
connection with its i.-iifial public offenng completed in August 1993. 

The following table sets forth the high and low reported last 
sale prices for he common stock for the calendar quarters indicated 
below as rep- e<' on the New Vork Stock Exchange Composite Tape: 

High Low 

1994 

First Quarter $ 24 $ 18 ,'. 
Second Quarter 23'/, 19'/: 
Thi-d Quarter 21'/. 187. 
Fourth Quarter 19'/. 1" 

1993 Third (Quarter (from Augusr KM 

Fourth Quarter 
$ 16'/. 

21','. 
$ 15 

15/. 

At February 28, 1995, (he closing price of the common stock 
on the New York Stock Exchange was $17 /,, As of February 28, 1995, 
there were approximately 748 shareholders of record of the common 
stoci 
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San Francisco, California 
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Denver, Colorado 
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San f rancisco, California 
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Southern Pacific Rail Corporation 
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?OPX 10-Q 

tTNITED STATES 
SECURITIES AND EXCHANGE COMMISSION 

Washington, D.C. 20549-1004 

QUARTERLY REPORT PURSUAfJT TO SECTION 13 OR 15(d) OF THE SECURITIES 
EXCHAN.3E ACT OF 19 3 4 

For tne c r a a r t e r l y perioci encied September 30, 1995 

OR 

[ ] TRANSITION REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES 
EXCHANGE ACT OF 193 4 

For the t r a n s i t i o n t j e r i o d frcm 

Commission f i l e number 1-6075 

t o 

UNION PACIFIC CORPORATION 
(Exact na.me of r e g i s t r a n t as s p e c i f i e d i n i t s c h a r t e r ) 

UTAH 
(S t a t e or o t h e r j u r i s d i c t i o n of 
i n c o r p o r a t i o n or o r g a n i z a t i o n ) 

13-2626465 
(I.R.S. Employer 

I d e n t i f i c a t i o n No.) 

M a r t i n Tower, E l a h t h and Eaton Avenues, Bethlehen-i, Pennsylvania 
(Address of p r i n c i p a l e x e c u t i v e o f f i c e s ) 

18018 
( Z i p Code) 

(610) 861-3200 
( R e g i s t r a n t ' s telephone n'oraber, i n c l u d i n g area code) 

I n d i c a t e by check marF: whether the r e g i s t r a n t (1) has f i l e d a l l r e p o r t s 
r e q u i r f d t o be f i l e d by S e c t i o n 13 or 15(d) of the S e c u r i t i e s Exchange Act of 
1934 ..uring the preceding 12 months (or f o r such s h o r t e r p e r i o d t h a t t he 
r e g i s t r a n t was recjuired t o f i l e such r e p o r t s ) , and (2) has been s u b j e c t t o such 
f i l i n g requirements f o r the past 90 days. 

YES NO 

As of October 31, 1995, t h e r e were 205,580,992 shares of the R e g i s t r a n t ' s 

Com.Tion StocV: o u t s t a n d i n g . 
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PART I . FINANCIAL INFORMATION 

Item 1. Condensed Consolidated Financial Statements 

UNION PACIFIC CORPORATIfU AND SUBSIDIARY COMPANIES 

CONDENSED STATEMENT OP CONSOLIDATED INCOME 

£or ^he Thr^? Mgr.ths,. and Nine Months Fndpd .g^pte.r.bsr 30, 1995 and 1994 
(.^Inounts m M i l l i o n s , Except Ratio and Per Share A.T,cunts) 

(Unaudited) 

Three Months Ended Nine Months Ended 

19g4' 19 9r"^'^'^"l994 

Operating Revenues S 1. 974 £ 1 , 622 S 5,512 S 4 , S}! 

Operating Expenses: 

Salaries, wages and employee benefits.... 726 615 2,112 1,344 
Equipment and other rents 200 151 541 464 
Depreciation, amortization 

and retirements (Note 3) 172 136 46'') 402 
Fuel and u t i l i t i e s (Note 7) 144 116 41^ 354 
Materials and supplies 92 80 277 263 
Other costs 261 197 704 579 

'^'^al 1, 595 I . 295 4.517 3 . 906 

Operating Income 379 327 995 931 

Other Inco.-ne - Net 35 IQ io5 65 

In t e r e s t Expense (Note 7) (127) (36) (328) (255) 

Corporate Expenses [_2i) (3^1 l ^ ) (631 

Income Before Income Taxes 261 216 692 673 

Income Taxes IIOII Li2f (252i (2531 

Income from Continuing Cperations 160 134 440 420 

Income (Loss) from Discontinued Operations 
(Notes 4 and 6) 77 (347', 212 i l 3 0 l 

Net Income (Loss) i ^ ^ A l l S== = i 5 i i-=-i9Q 

Earnings Per Share: 

Inco.-ne fro.ii Continuing Operaticns S 0.7S $ 0.65 S 2.14 $ 2.04 

Income (Loss)from Discontinued Operations 0.37 (1.69) 1.03 /p.§31 

Net Income (Loss) S.^i^iS |_ii.ii54) S.^l^l? 1.41 

Weighted Average Hu.mber of Shares 205.1 205.6 205.8 205.6 
Cash Dividends Per Share $ 0.43 $ 0.43 $ 1.29 $ 1.23 
Ratio of Earnings tc Fixed Charges (Note 8). -- -- 2.8 3.2 
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UNION PACIFIC CORPORATION AND SUBSIDIAP.Y COMPANIES 

CPNgSt̂ SEP STATEMENT OF CONSOLTDATED FINANCIAL POSITION 
(M i l l i o n s of Dollars) 

(Unaudi'"ed) 

Septe.mber 30, December 31, 
ASSETS 1^2i _-- 1P?4 

Current Assets: 

Cash anc-: temporary investments $ 91 $ 115 
Accornts receivable 473 396 
Inventories 281 257 
Income taxes receivable 123 241 
Other current assets (Note 4) 127 340 

Total Current Assets 1.095 1.349 

Investments: 

Investments i n ind advances to a f f i l i a t e d 
companies C-Jote 2) 1,251 487 

Other investments 17 0 

Total Investment. , 1,405 657 

Properties: 

Raiiroad (Note 3): 

Road and other 12,178 8,428 

Equipment 4,783 4.658 

Total Railroad If_._i5_l 13,03; 

Truclcing 736 7 04 

Other ^ 130 

Total Properties 17,845 13,920 

Accumulated depreciation, depletion and 

amortization (4,5271 (4.250) 

Propevties - Net 13,318 9. 670 

Cost i n Excsss of Net Assets of Acquired 

Businessf!S - Net (Note 5) 669 870 

Net Assets of Discontinued Operations (Note 4).. 1,983 1,789 

Other .\ssets 2.3̂^ 203 

Total Assets $ 18,702 $ 14,543 0736 
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UNION PACIFIC CORPORATION AND SUBSIDIARY COMPANIES 

(Arr.ounts i n M i l l i o n s , Except Share- and Per S.-
(Unaudited) 

September 

LIABILITIES AND STOCKHOLDERS' EQUITY 

Current L i a b i l i t i e s : 

2 
Accounts payable 
Accrued wages and v a c a t i o n 
Income and n t h e r taxes 
Dividends and i n t e r e s t 
A c q u i s i t i o n reserves (Note 3) 
Debt due w i t h x u one year 

Other c u r r a n t l i a b i l i t i e s 

Total Current Liabilities ' 

Debt Due A f t e r One Year (Notes 2 and 3) * 

Def e r r e d Income Taxes (Note 5) 

Other L i a b i l i t i e s iNote 9) 

Stoc)<holders ' E q u i t y : 

Common s t o c k , $2.50 par value, a u t h o r i z e d 
500,000,000 shares, 232,300,590 shares issued 
i n 1995, 231,937,976 shares issued i n 1994.... 

P a i d - i n s u r p l u s 
Retained e a r n i n g s 
Treasury stock, a t c o s t , 26,722,014 shares i n 

1995, 25,900,775 shares m 1994 L 

T o t a l S t o c k h o l d e r s ' E q u i t y 

T o t a l L i a b i l i t i e s and Sto c k h o l d e r s ' E q u i t y . . . $ 1 

December 31, 

132 
217 
134 
191 

427 

.2.000 

05: 

2 , 398 

962 

580 
1, 428 
4,734 

14,543 
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UNION PACIFIC CORPORATION AND SUBSIDIARY COMPANIES 

CONDENSED STATEMENT OP CONSOLIDATED CASH PLOWS 
F^r thg Vine Months Ended Secierrber 3C. l??? ar^.j 1?? j . 

( M i l l i o n s of D o l l a r s ) 
(Unaudited) 

1995 

Cash flows from o p e r a t i n g a c t i v i t i e s : 

Net Income $ 652 

Non-cash charges t o income: 
D e p r e c i a t i o n and a m o r t i z a t i o n "ICS 
Deferred income taxes 101 
Oth?r - Nat (675) 

Changes i n c u r r e n t assets and l i a b i l i t i e s 785 

(Income) l o j s from d i s c o n t i n u e d o p e r a t i o n s (Note 4) L212) 

Cash from c o n t i n u i n g o p e r a t i o n s 1,121 

Cash flows from i n v e s t i n g a c t i v i t i e s : 

. C a p i t a l 1 r.vestm.ents ( 653) 
Investm^ent i n Southern P a c i f i c (Note 2) (976) 
CNW a c q u i s i t i o n (Note 3) (1,170) 
Cash p r o v i d e d (used) by d i s c o n t i n u e d o p e r a t i o n s 
(Note 4) 242 

Other - Net 112 

Cash used i n i n v e s t i n g a c t i v i t i e s . (2,390) 

Cash flows from, e q u i t y and f i n a n c i n g a c t i v i t i e s : 

D ividends p a i d (264) 
Debt r e p a i d (Note 3) (1,394) 
Purchase of t r e a s u r y s t o c k (32) 
Financings (Notes 2 and 3) 2_,.il5 

Cash generated i n e q u i t y and finan.'ing 
a c t i v i t i e s I , 24? 

Net rhange i n cash .̂.'.a tem.porary investments.... i = ===k^' 

CONDENSED STATEMENT OF CONSOLIDATED RET/INED EARNINGS 
For the Nine Months Ended September 30. 1995 and 1991 

(Amounts i n M i l l i o n s , Except Per Sha •= Amounts) 
(Unaudited) 

m5_ 
Balance a t Beginning of Year $ 4,734 

Net Income £52, 

T o t a l 5,386 

Dividends Declared (S1.29 per share i n 1995; 
$1.23 per share in 1994) 1213.) 

Balance at End of Per i o d | = S i i i i 

290 

402 
82 
3 

( 47 ) 

.AM 

:677: 

(389) 
!6) 

^07.2) 

(246) 
(123) 

(1) 

.712X1 

1994 

$ 4, 5,-̂9 

290 

4,819 

_ i2f2) 

S 4,567 
jt« S a m s 3 
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UNION PACIFIC CORPORATION AND SUBSIDIARY COMPANIES 
tmzs_j70 CONPSNSBP CONS_OLI.DATED FINANCTAT. STATEKSNTS 

(Unaudited) 

RSepPSgibllltl^g f pr Fiaai3glal_S£al.§meiit8 - Th-- condensed consoli datea 
f i n a n c i a l statements are unaudited and r e f l e c t a l l adjustments (consisting 
only of normal and recurring adjustments) that are, i n the opinion of 
manage.ment, necessary for a f a i r presentation of the f i n a n c i a l p o s i t i o n and 
operating r e s u l t s for the i n t e r i m period';. The Condensed State.T.ent cf 
consolidated Financial Position at Decerri^er 31, 1994 i s derived from audited 
f i n a n c i a l statem.enf;. The condensed consolidated f i n a n c i a l statements 
should be read m conjunction with the consolidated f i n a n c i a i statem.ents and 
notes chereto contained in the Union Pacific Corporation (the Corporation or 
UPC) Annual Report to Stockholders incorporated DV refere.-.ce in the 
Corporation's Annual Report on Fon,-, 10-K for the year ended December 31, 
1994. The re s u l t s of opf.-rations for the nine .months ended September 30, 
1995 are not necessari 1'- i n d i c a t i v e of the results f c r the en t i r e year 
ending December 31, 1995. 

ASaaloltlon <?i ggutbern P a c i f i c Rail Corporation / .^ioyth^m Pac i f i c ) - On 
August 3, 1995, UPC and Southern Pac i f i c entered i n t o a d e J i n i t i v e merger 
agreement (the Agreem.ent) providing for the a c q u i s i t i o n of Southern Pacific 
by UPC. Under the terms of the Agreement, UPC completed a f i r s t - s t e p cash 
tender o f f e r on September 15, 1995 pursuant tc wh-ch approximately 39.03 
.-nillion common shares or 25% of the cutstanding jomm.on shares of Southern 
P a c i f i c were acquired at a price cf $25.00 r i r share. UPC borrowed S976 
::ullion under i t s existing c r e d i t f a c i i i t i p ^ s to fund the cash tender o f f e r . 
Shares purchased under the cash tender o f f e r were deposited i n an 
independent voting t r u s t i n accordance with a voting t r u s t agreement with 
Southvest Bank cf St. Louis. Such shares s h a l l remain m the voting t r u s t 
pending a decision of the I n t e r s t a t e Commerce Commifssion (the ICC) on the 
Southern Pac i f i c a c q u i s i t i o n . The ICC has adopted an expedited schedule 
r'.:r;-.:-'.nt^ tc which i t w U l render a f i n a l decision w i t h m 255 days of the 

of a.n applic a t i o n with respect to the Southern Pacific a c q u i s i t i o n , 
.ar. a p p l i c a t i o n i s expected to be f i l e d on December I , 1995. 

Following approval of the Southern Pac i f i c a c q u i s i t i o n by the ICC and_£iie 
sati s f a c t i o n of certain other conditions, mcludi.ng the approval by Southern 
Pacific shareholders, Southern Pacific w i l l be merged i n t o a subsidiary of 
UPC (the Merger). Upon completion of the Merger, each share of Southern 
Pacific comjT.on stock w i l l be converted, at the holder's e l e c t i o n , subject to 
prora t i o n , i n t o the r i g h t to receive $25.00 i n cash or 0.4065 shares of 
common stock of UPC. As a r-j s u l t , 60% of the Southern Pacific snares 
outstanding iirumediately p r i o r to the Merger w i l l be converted i n t o shares cf 
corâ non stock of UPC, with the remaining 40% cf the outstanding shares, 
including the shares acquired m the f i r s t - s t e p cash tender o f f e r , being 
acquired f c r cash. 

A,<;qulsl);l<?n of Chicago and North Western Transportation Company (CNW) - On 
March 15, 1995, the Corpcration executed a definiti-.-e .merger agreement to 
acquire the rem,aining 71.6% of CNW's outstanding common stock not previously 
owned by UPC fo r $1.2 b i l l i o n . V i r t u a l l y a l l remaining CNW shares were 
acquired in a cash tender o f f e r at $35 per share. UPC funded the CIU tender 
o f f e r through the issuance of comjnercial paper, a port i o n of which UPC 
subsequently refinanced with $850 m i l l i o n of notes and debentures. 
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Tn€ JU2 s i t i o n 7.7 has been accounted :or as a purcnase and C.\~." s 
I i n a n c i a l results have been consolidated i n t e UFC e f f e c t i v e Mav 1, 1595. 
The allocation of t'ne purchase price to the f a i r market value of 'cir.-;'assets 
acquired and l i a b i l i t i e s ass-um.ed is not yet complete. An appraisal cf the 
CN;V properties acquired is continuing, and aithough tne 'purchase pries 
a l l o c a t i o n i s incomplete i t appears that a l l of the excess purchase price 

r e s u l t cf the w i l l be allocated to tangible long-lived assets. As a 
anticipated allocation of the excess purchase price, the unallocated p o r t i o n 
of the purchase price at September 30, 1995 has been included i n the value 
of Railroad prc^-eities cn the Condensed Statement of Consolidated Financial 
Position. 

As part of the i n i t i a l purchase price a l l o c a t i o n , UPC reccided $190 m i l l i o n 
of pre-tax reserves, p r i n c i p a l l y r e l a t i n g to t.̂ .e e l i m i n a t i o n or r e l o c a t i o n 
of redundant functions created by the a c q u i s i t i o n of CNW. The reserves 
include $110 m i l l i o n for costs to reduce CNW's work force by approxim.ately 
1,100; $34 m i l l i o n for the relocation of approximately 1,000 CNW employees; 
and $22 m i l l i o n for labor protection r e l a t i n g to l e g i s l a t e d , as well as 
c o n t r a c t u a l , obligations to CNA' union employees. Management employee 
terminations and relocations are expected to be completed by year-end 1995. 
Union work-force reductions must be negotiated under e x i s t i n g labor 
agreements and are anticipated to be com.pleted i n 1996. In addition, $24 
m i l l i o n i s included in the reserves for the settlement or buyout of lease 
o b l i g a t i o n s of CNW r e l a t i n g to f a c i l i t i e s or equipment not required by the 
combined company. Through September 30, 1995, $46 m i l l i o n had been paid and 
charged to the reserves, p r i n c i p a l l y com.prising costs to terminate 
approximately 350 employees (including $14 m i l l i o n r e l a t e d to c e r t a i n former 
executives of CNW) and relocate CN'.N employees throughout the Union Pac i f i c 
r a i l system. 

n a i l z a t l u n of he These i n i t i a l reserve estim.ates are subject to t ) i : 
consolidation plans and therefore are subject to change. The reserves may 
be adjusted to r e f l e c t any revisions tc the number of employees affected, as 
w e l l as to the actual a.T.ounts paid and expected to be paid, which are 
subject to unionized labor negotiations and m,anagement employees' current 
salaries and years of service. 

I 
4 
1' 

Discontinued Opa.rar ,•) np_g 
Union Pacific Resources Group Inc. (Resources): On July 27, 1995, the 
Corporation's Board of Directors approved a formal plan to e x i t i t s natural 
resources business. The plan included an i n i t i a l public o f f e r i n g aPO) l.,y 
Resources of up to 17.25 percent of i t s outstanding co.mmon stock. Following 
the IPO, subject to ths receipt of a favorable r u l i n g from the I n t e r n a l 
Revenue Service expected m 1996 and the com.pletion or termination of the 
a c q u i s i t i o n of Southern Pacific, UPC intends to d i s t r i b u t e the remaining 
common stock of Resources on a tax-fee basis pro rata to the Corporation's 
shareholders. 

The IPO ••st 42.5 m i l l i o n shares was completed on October 17, 1995 and was 
priced at $21 per share. UPC sold 17.1% of Resources' outstanding common 
shares to the public generating net proceeds of $844 m i l l i o n . Resources 
now owns and operates a l l of the Corporation's natural resources business 
h i s t o r i c a l l y owned and or operated by Union Pacific Resources Company or 
other a f f i l i a t e s . Following the IPO, Resources dividended to UPC $1,562 
m i l l i o n ($912 m i l i i o n i n cash and $650 m i l l i o n i n notes bearing i n t e r e s t at 
S.5% per annu.T, payable within 90 days of the d i s t r i b u t i o n of UPC's remaining 
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investment m Resources to i t s shareholders) and an intercomca.-.y balance or 
$59 m i l l i o n . UPC used the cash proceeds from the Resources' dividend to 
repay cutstanding commercial paper balances. 

Resources' re s u l t s have been reported as a discontinued operation m the 
Corooration's condensed consolidated f i n a n c i a l statements for a l l periods 
presented. Operating revenues for Resources were $332 m i l l i o n for the t h i r d 
quarter and $939 m i l l i o n for the f i r s t nine months of 1955, and $1.31 
b i l l i o n and $1.32 b i l l i o n f or the years 1994 and 1993, respectively. 
Resources' capital e.xpenditures were $536 m.illion for the f i r s t nine .T.onths 
of 1995, $613 m i l l i o n for the year 1994 and $507 m i l l i o n for the year 1993. 
Resources net income was $77 m i l l i o n and $76 railiion f or the three months 
ended September 30, 1995 and 1994, respectively, and was $212 m i l l i o n and 
$303 m i l l i o n for the nine months ended Septemiber 30, 1955 and 1994, 
respect i v e l y . 

Sale of USPCI, Inc. (USPCI): At year-end 1994, the Corporation com.pleted the 
sale of USPCI to Laidlaw Inc. for $225 m i l l i o n i n notes which were 
subsequently collected i n January 1995. The sale resulted i n a net loss of 
$412 m i l l i o n i n 1994, including an $3 m i l l i o n net loss from USPCI's 
operations during the year. The i n i t i a l provision for discontinued 
operations was recorded i n September 1994. 

XAJE—Seitiejnent - In January 1995, UPC recorded the e f f e c t s of a tax 
settlement •--.•ith the Internal Revenue Service that allowed part of the excess 
a c q u i s i t i o n costs (goodwill) associated with the a c q u i s i t i o n of Overnite 
Transportation Company (Overnite) to become tax deductible. This one-time 
tax benefit reduced goodwill and deferred income taxes payable by $123 
m i l l i o n and decreased ongoing goodwill amortization by $4 m i l l i o n annuallv. 

Iton Sale - In March 1994, Resources sold i t s i n t e r e s t i n the 
Wilm.ington, California o i l f i e l d ' s surface r i g h t s and hydrocarbon reserves, 
and i t s i n t e r e s t m the Harbor Cogeneration Plant, to the City of Long 
Beach, Cai'^fornia for $405 m i l l i o n in cash and notes. The Wilmington sale 
resulted i n a $184 m i l l i o n ($115 m i l l i o n after-tax) gain~-$15& m i l l i o n ($100 
m i l l i o n a f t e r - t a x ) at Resources, included i n income from discontinued 
operations, and $25 m i l l i o n ($16 m i l l i o n a f t e r - t a x ) at Union Paci-fic 
Railroad Company. 

Price Risk Manaaement The Corporation uses d e r i v a t i v e f i n a n c i a l 
mstrum.ents to protect against unfavorable f u e l p r i c e movements, i n t e r e s t 
rate m.ovem.entr and foreign currency exchange r i s k . While the use of these 
hedging arrangements l i m i t s the downside r i s k of adverse price and rate 
movements, i t may also lim.it future gains from, favorable m.ovem-̂ r.ts. A l l 
hedging i s accomplished pursuant to exchange-traded contracts or master swap 
agreements generally based on standard forms. UPC does not hold or issue 
f i n a n c i a l instruments for trading purposes. The Corporation addresses 
market r i s k by selecting instruments with value f l u c t u a t i o n s that c o r r e l a t e 
strongly with the underlying item or r i s k being hedged. Credit r i s k r e l a t e d 
to hedging a c t i v i t i e s , which i s minimal, i s managed by r e q u i r i n g minim'um, 
c r e d i t standards for counterparties, periodic settle.ments and/or mark-to-
market evaluations. The largest c r e d i t r i s k associated with any of the 
Corporation's counterparties was $30 m.illion at September 30, 1995. 
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Fuel: At September 30, 1995, the Railroad (the combined r a i l r o a d syste.-. of 
Union Pacific Railroad Com.pany, M i s s c r i Pa c i f i c Railrcad Ccmpany and CN".') 
had hedged approximately 6% of i t s re.Taming 1995 diesel f u e l cons'jm.ption at 
an average price of $0.49 per gallon, while Overnite had .-.o fuel purchase 
hedging agreements m place. At the end of t'ne t h i r d quarrer, the Railroad 
had an unrecognized mark-to-m.arket gam of $150,000 relate d to i t s f u e l 
hedging arrangem.ents. 

Interest Rates and Foreign Currency: UPC has outstanding i n t e r e s t rate swaps 
on $222 m i l l i o n of notional p r i n c i p a l amount of debt. The mt e r e s t rates 
paid on these instruments range from 6.0% to 9.6%, •:r. l i e i : :erest receivea 
ranges from 4.3% to 6.5% with spreads no greater than 3.3%. These contracts 
mature over the next one to nine years. I n addition, t'ne Corporation has 
currency swaps i n place to cover $59 m i l l i o n of notional p r i n c i p a l a.mount of 
debt denominated in yen. These swaps mature over the next one to f i v e years. 
At t'ne end of the t h i r d quarter, the Corporation had a mark-to-m,arket gain 
of $29 m i l l i o n related to these instrum.ents. 

Ratio of Earnings to Fixed Charges - The r a t i o of earnings to f i x e d charges 
has been com.p'uted on a t o t a l enterprise basis. Earnings represent income 
from continuing operations less equity i n undistributed earnings of 
unconsolidated a f f i l i a t e s , plus income taxes and fixe d charges. Fixed 
charges represent i n t e r e s t , amortization of debt discount and expense, and 
the estimated i n t e r e s t portion of rent a l ch^^rges. 

9. Commitments and Contingencies - There are various lawsuits pending against 
the 1.. jr p o r a t icn and cert a i n of i t s subsidiaries. The Corporation i s also 
subject to Federal, state and local environmental laws and regulations and 
is currently p a r t i c i p a t i n g i n the i n v e s t i g a t i o i i and remiediation of nu.merous 
si t e s . Where the remediation costs can be reasonably determined, and where 
such remediation i s probable, the Corporation has recorded a l i a b i l i t y . In 
a d d i t i o n , the Corporation has entered i n t o comjnitments and provided 
guarantees for spe c i f i c f i n a n c i a l and contractual obligations of i t s 
subsidiaries and a f f i l i a t e s . The Corporation does not expect that the 
lawsuits, envi ro.nmental costs, comumitments or guarantees w i l l have a 
material adverse e f f e c t on i t s consolidated f i n a n c i a l condition or i t s 
r e s u l t s of operations. . 

" . r 
• 1 

Managemient does not a n t i c i p a t e that the ultim.ate r e s o l u t i o n of the matters 
described i n Part I , Ite.m 3. Legal Proceedings of the Corporation's 1994 
Annual Report on Form 10-K and in Part I I , Item. 1. Legal Proceedings i n t h i s 
Report w i l l have a material adverse effect on the Corporation's consolidated 
f i n a n c i a l condition or operating r e s u l t s . 

5\ 

1̂  

10. Accounting Pronouncements - The Financial Accounting Standards Board (FASB) 
has issued Statement Nc. 121 'Accounting for the Im.pairm.ent of Long-Lived 
Assets and for Long-Lived Assets to Ee Disposed Of," which establishes 
methods for determining and measuring an impairm.ent of long - l i v e d assets. 
Adoption of Statement 121 i s required i n 1996. Although the Corporation i s 
s t i l l evaluating Statement 121, UPC does not expect that the adoption of 
Statement 121 w i l l have a material adverse e f f e c t on the Corporation's 
operating results or f i n a n c i a l condition. Tn addition, the FASB has issued 
Statement Nc. 123 "Accounting for Stock-Based Com.pensation, " v;hich requires 
c e r t a i n disclosures about costs associated with stock-based employee 
com.pensation plans. Adoption of Statement 123 i s required i n 1995 and w i l l 
not s i g n i f i c a n t l y impact the Corporation. 
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Item 2. Management's Discussion and Analysis of F i n a n c i a l C o n d i t i o n and Res u l t s 
of Operations 

UNION PACIFIC CORPORATION AND SUBSIDIARY COMPANIES 

CORPORATE REORGANIZATION 

N a t u r a l Resources D i v e s t i t u r e - Union P a c i f i c C o r p o r a t i o n (UPL or the 
C o r p o r a t i o n ) com.pleted i t s i n i t i a l p u b l i c o f f e r i n g (IPO) of Union P a c i f i c 
Resources Group Inc. (Resources) (formerly UPC's n a t u r a l resources business u n i t ) 
comm.on shares on October 17, 1995. The IPO was p r i c e d at $21 per share and was 
com.prised of 37 m. i l l i o n common shares w i t h an o p t i o n f o r u n d e r w r i t e r s t o purchase 
5.5 m i l l i o n a d d i t i o n a l com.mon shares w i t h i n 30 days (the overallotm.ent o p t i o n ) , 
v.'hich v;as e x e r c i s e d . I n c l u d i n g the overallotm.ent o p t i o n , UPC s o l d 17.1% of 
Resources' common shares t o the p u b l i c . Net proceeds from the IPO t o t a l e d $844 
m i l l i o n ( i n c l u d i n g the o v e r a l l o t m e n t o p t i o n ) ( s e e Note 4 t o t h e condensed 
co n s o l i d a t e d f i n a n c i a l s t a t e ments). F o l i o w i n g t'ne IPO, Resourcer- d i v i d e n d e d t o 
UPC $1,552 m i l l i o n ($912 m i l l i o n i n cash and $650 m i l l i o n i n notes b e a r i n g 
i n t e r e s t a t 8.5% per annum payable w i t h i n 90 days of the d i s t r i b u t i o n of UPC's 
remaining investment i n Rescarces t o i t s shareholders) and an intercompany 
balance of $59 m i l l i o n . UPC used the cash proceeds frcm the Resources' d i v i d e n d 
t o repay o u t s t a n d i n g comjnercial paper balances. 

Southern P a c i f i c R a i l Corporat on (Southern P a c i f i c ) A c q u i s i t i o n - As pa r t of the 
rC ccm.Tienced a f i r s t - s t e p cash tender Sout'ern Facif i c a.nnounced acq'ui c i • 

o f f e r (which was .jied on ..epte.T.ber 1 5, 1595) a c q u i r i n g a p p r o x i m a t e l y 39.03 
m i l l i o n comm.on shares or 25% of the outstanding common shares of Southern P a c i f i c 
a t a p r i c e of $25.00 per share. UPC borrowed $976 m i l l i o n under i t s e x i s t i n g 
c r e d i t f a c i l i t i e s t o fund the cash tender o f f e r . Shares purchased under the cash 
tender c f f e r were deposited m an independent v o t i n g t r u s t i n acccrdance w i t h a 
v o t i n g t r u s t agreement w i t h Southv.-est Bank of St. Louis. Such shares s h a l l 
rem.ain i n the v o t i n g t r u s t cendir.c ?. d e c i s i o n of the I n t e r s t a t e Co.mm.erce 
Com-mission (the Z; ~ cn the . ,.:ic a c q u i s i t i o n (see Note 2 t o phe 

condensed consolidated f i n a n c i a . sta-.=.,--^^-.^, . The ICC has adopted an e x p e d i t e d 
schedule pursuant t o which i t w i l l render a f i n a l d e c i s i o n w i t h i n 255 days of the 
f i l i n g of an a p p l i c a t i o n w i t h respect t o the Southern P a c i f i c a c q u i s i t i o n . Such 
an a p p l i c a t i o n i s e::pected t o be f i l e d on Decem.ber 1, 1995. Should the 
a c q u i s i t i o n of Southern P a c i f i c not be approved by the ICC or i t s successors, UPC 
c o u l d i i . c u r a s i g n i f i c a n t i o s s on the d i s p o s a l of i t s investm.ent i n Southern 
P a c i f i c . However, the C o r p o r a t i o n b e l i e v e s t h a t i t s a p p l i c a t i o n f o r comjnOin 
c o n t r o l of the Southern F a c : : i r w i l l 'oe approved. 

Chicago and North Western T r a n s p o r t a t i o n Company (CNW) - On March 16, 1995, the 
Corporation executed a d e f i n i t i v e merger agreem.ent t o acquire the remaining 71.6% 
of CNW's outstanding comm,cn stock not p r e v i o u s l y owned by UPC f o r S1.2 b i l l i o n . 
Under t h i s agreem.ent, UPC i n i t i a t e d a cash tender o f f e r on March 23, 1995 f o r a l l 
outstanding CtT.s shares at S35 per share, which was com,plet,2d on A p r i l 25, 1995. 
The a c q u i s i t i o n of CNW has been accounted f o r as a purchase and Ĉ V̂." s f i n a n c i a l 
r e s u l t s have been consolidated m t c '7TZ e f f e c t i v e May 1, 1995 (see Note 3 t o the 
condensed c o n s o l i d a t e d f i n a n c i a l s t a t e m e n t s ) . 
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RESULTS OF OPER.\TIONS 

QUARTER ENDED SEPTEMBER 30, 1995 COMPARED TO SEPTEMBER 30, 1994 

Consolidated Results 

UPC reported net mcom.e of $237 m i l l i o n ($1.15 per share) i n the t h i r d quart-r 
of 1995 compeared to a net loss of S213 m i l l i o n ($1.04 per share) for the .»me 
period a year ago. Results f c r 1594 included a provision f c r a loss cn ^.sposal 
cf the Corporation's waste management subsidiary of $423 m i l l i o n (see Note 4 to 
the conden,=;ed consolidated f i n a n c i a l statements) . 

Results of Continuing Operations 
Consolidated - The Corporation reported income from continuing operations of $160 
m i l l i o n ($0.78 per share) i n the t h i r d quarter of 1555, a 19% improvemont from 
l a s t year's r e s u l t s of $134 m i l l i o n ($0.65 per share). Earnings for 1995 
be n e f i t t e d from improved earnings at Union Pacific Railroad Co.mpany and other 
r a i l subsidiaries (the Railroad), due to the addition of CNW' and improved 
operating r e s u l t s , while Overnite Transportation Company's (Overnite) r e s u l t s 
declined s i g n i f i c a n t l y from a year ago. 

Operating revenues grew 22% tc $1.97 bill:',on, as higher volu.mes and im.proved 
average revenue per car at the Railroad were pa r t l y o f f s e t by volume and average 
price declines at Overnite. Operating expenses lose $300 m i l l i o n i.e. $1.60 
b i l l i o n for the ..xuarter. The addition of CNW and i n f l a t i o n contributed to higher 
salaries, wages and employee benefits ($111 m i l l i o n ) , equipment and other re n t a l 
expense ($49 m i l l i o n ) , fuel costs ($28 m i l l i o n ) and materials and supplies (S12 
m i l l i o n ) . Depreciation expense rose $36 m i l l i o n from the CNv.' f i x e d assets 
acquired, as well as from the Corporation's continuing c a p i t a l investment 
programs. In addition, maintenance, repairs and f o r e i g n - l i n e car repair costs 
increased $21 m.illion and other taxes increased $9 m i l l i o n , primarily as a re s u l t 
of the consolidation of CNW r e s u l t s . Personal i n j u r y costs were also up $9 
mallion, r e f l e c t i n g higher claims costs, while t h i r d - p a r t y t r a n s p o r t a t i o n costs 
rose S8 m i l l i o n . 

Operating income increased $52 m i l l i o n f l 6 % ) to 3379 m i l l i o n for the q u a r ± ^ 
l a r g e l y r e f l e c t i n g improved operating results at the Railroad. Other income 
improved $25 m i l l i o n , m.amly from increased property sales and i n t e r e s t on a 
ravorable tax settlement at the Railroad. Int e r e s t expense rose $41 m i l l i o n , 
r e f l e c t i n g higher debt levels associated with the CN'W a c q u i s i t i o n and the 
Southern Pacific cash tender o f f e r and higher short-term i n t e r e s t rates, o f f s e t 
by the receipt i n the f i r s t quarter of 1995 of proceeds r e l a t i n g to the'sale of 
the Corporation's waste management business unit Cor.-orate expanses declined 
S9 m.illion, p r i m a r i l y due to lower professional lees. 

Railroad - The Railroad earned $222 m.illion i n the t h i r d quarter of 1995, up $3 8 
m i l l i o n (21%) from last year, r e f l e c t i n g the addition of c m volurr.es and'pricing 
im.provem.ents. 

Revenues im.proved $354 m i l l i o n (27%) to $1.68 b i l l i o n , as t h - a d d i t i o n of CNW 
business of $307 m i l l i o n comlDined with a 7% im.provement i n average revenue per 
car, r e f l e c t i n g a longer average length of hau] and favorable t r a f f i c mix s h i f t s 
Carloadings improved 16% m the t h i r d q^uarter of 1995, largely due to incremental 
volumes from the acquisition of CNVJ and business expansion. Grain and metals and 
minera.'E carloadings i n p a r t i c u l a r benefitted from the addition of the strong CNW 
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volume base. Gram carloadings led the way with a 93% improvem.ent over las-
year, r e f l e c t i n g not only the addition cf CNW volum.es, but alsc carlcadmgs 
improvem.ents caused by greater export de.mand. Metals and .minerals carlcadmgs 
rose 47% as CK,< volu-mes were pa r t l y offset by wea'raess i n stone and non-metaliic 
mineral volumes. Autos rose 24% from the addition o: CI".-.' vol'iT.es and stro.nc 
Mexican business for both finished vehicles and auto parts. Forest products were 
up 22% as CNW volumes were p a r t i a l l y o f f s e t by depressed lu.mber and paper 
volumes. Chemical carloadings improved 10% as additional CNW volumes were 
p a r t i a l l y o f f s e t by lower f e r t i l i z e r and p l a s t i c business. Energy carloadings 
rose 10% due to the addition of C.N-.v volumes and increased t r a f f i c out of the 
Southern Powder River Basin. Intermodal volum.es decreased 6%, r e f l e c t i n g 
softening economic conditions i n the U.S. and Mexico, competition from trucking 
companies with excess capacity, and selective avoidance of low-margin business' 
while food..'consumer/government carloadings declined 3% 

Operating expenses for the quarter rose $269 m i l l i o n to $1.29 b i l l i o n . 
Incremental CNW volumes and i n f l a t i o n were the p r i n c i p a l reasons causing 
increases i n salaries, wages and em.ployee benefits ($89 m i l l i o n ) , rent expense 
($48 m i l l i o n ) , fuel and u t i l i t i e s costs ($27 m i l l i o n ) and materials and supplies 
expense ($12 m i l l i o n ) . Depreciation climb-.d $36 m i l l i o n , r e f l e c t i n g continuing 
capital invest.ment program.s and rhe addition of depreciation f c r CNW properties. 
In addition, maintenance, repairs and foreign-line car repair costs increased $21 
m i l l i o n and other taxes increased $9 m i l l i o n , p r i m a r i l y as a r e s u l t of the 
c o n s o l i d a t i o n of CNW, while personal i n j u r y expense increased $9 m i l l i o n . 
Expenses also increased as a result of the absence of flood insurance recoveries 
i n 1994 ($12 m i l l i o n ) and m.erger related increases m employee relo c a t i o n costs, 
crew hauling and contracted expenses. 

Operating income im.proved $85 m i l l i o n (28%) to $3,55 m i l l i o n for the quarter, 
while the operating r a t i o improved to 76.9 from 77.1 last year. 

Trucking - Ovemite's operating environment has been extremely d i f f i c u l t i n the 
f i r s t nine months of 1995. The major factors im.pacting Overnite's operations 
were soft volumes caused by aggressive marketing and price competition by both 
less-than-truckload (LTD and truckload c a r r i e r s , a slow economy, incre.mental 
expenses associated with Ovemite's continuing b a t t l e o'/er unionization with the 
Teamster's Union and ongoing operational i n e f f i c i e n c i e s associated with s h i f t s 
i n f r e i g h t flows from shorter-haul, higher-margin, i n t r a - r e g i o n a l business to 
longer-haul t r a f f i c . These unfavorable operating trends w i l l l i k e l y continue 
throughout 1995 and i n t o 1996, as Overnite works toward t a i l o r i n g i t s 
organization to meet i t s changing business enviro.nment, and attempts to regain 
l o s t shorter-haul business and to better balance t r a f f i c lanes, A s i g n i f i c a n t 
factor influencmg Overnite'.i long-ter success i s i t s a b i l i t y to m.aintain a non-
unionized '.vork force. Overnite has had several challenges from organized labor 
i n 1995. Since January 1, 1995, over 50 of Ovemite's 174 terminals were 
p e t i t i o n e d to hold union elections, twelve of which voted for union 
representation. Overnite has won each of the l a s t 10 such elections, and 22 of 
the l a s t 26 elections. Despite the Teamsters' e f f o r t s , less than 9% 
Ovemite's work force has voted for union representation. ol 

As a r e s u l t of the d i f f i c u l t operating environment discussed above, Overnite 
reported a $7 m i l l i o n net loss in the t h i r d quarter of 1995 com.pared to $12 
m i l l i o n of earnings l a s t year. Results include goodwill amortization of $5 
m i l l i o n i n 1995, $1 m i l l i o n less than l a s t year as a re s u l t of a favorable tax 
settlement related to the d e d u c t i b i l i t y or intangible assets (see Note 5 to th---
condensed consolidated f i n a n c i a l statements). 
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Operating revenues declined $12 m i l l i o n (5%) f c r the quarter tc S245 m i l l i o n 
Volumes were do'̂ T. 3%, while average prices declined 2%. Operating expe.-.ses 
increased $19 m i l l i o n to $255 m i l l i o n . Salaries, wages and e.-ployee benefit 
costs mcreased $16 m i l l i o n caused 'oy wage and benefit i.-.flaticn, while 
depreciation and eq^uipment rents each increased $1 m i l l i o n . Ovemite recorded 
an operating loss of SIO m i l l i o n for the t h i r d quarter of 1595 com.pared to 
operating income cf $21 m i l l i o n l a s t year, as the operatmg r a r i c , including 
goodwill amortization, increased to 104.0 from 91.5 last year. 

Corporate Services and Other Operations - Expenses related to Corporate Services 
and Other Cperations (comprising corporate expenses, t h i r d - p a r t y i n t e r e s t 
charges, intercompany mterest a l l o c a t i o n s , cther mccm.e and income taxes not 
rela t e d to other segments, and the results of other operating units) declined 
$7 m i l l i o n to $55 m i l l i o n for the t h i r d quarter. The decrease was la r g e l y the 
result of lower professional fees caused by the absence of strategic transactions 
pursued in 1'994. Other operating units broke even f c r the t h i r d quarter of 1995 
compared to 1994 'v̂'hen other operations generated operating incom.e of $2 m i l l i o n 
f o r the quarter. 

Results of Discontinued Operations 
Income from discontinued operations increased $424 m i l l i o n to $77 m i l l i o n for the 
quarter, r e f l e c t i n g the absence of the write down of UPC's waste management u n i t 
i n September 1994 and a s l i g h t improvement m Resources' r e s u l t s . 

Natural Resources - Resources' t h i r d quarter 1995 earnings rose U m i l l i o n from 
a year ago rc $77 m i l l i o n . Operating revenues declined $22 m i l l i o n (5%) to $332 
m i l l i o n . Producing properties revenues declined S13 m i l l i o n as the e f f e c t s of 
a 13% decline m average per barrel prices (led by a 21" decline m average 
natural gas prices) and lov/er crude o i . volum.es (the r e s u l t of the sale of the 
Point Argu=-llo f i e l d and volume declines in the Austin Chalk) was only p a r t i a l l y 
o f f s e t by a 21% increase i n average natural gas sales vclumes (mainly volume 
i.mprovem.ents in the Austin Chalk and the Ozona f i e l d s ) and an 18% improvement m 
average natural gas l i q u i d s sales volumes. Plants, pipelines and marketing 
revenues climbed $S m i l l i o n , largely the r e s u l t of the s t a r t up of the Wahsatch 
pip e l i n e and the expansion of the Panola p i p e l i n e . Other o i l and gas revenues 
declined $15 m.illion due to lower property sales. 

Operating expenses for the quarter declmed $20 m i l l i o n to $233 m i l l i o n . 
Production costs declined $19 m i l l i o n , largely due tc a favorable production tax 
settlement. Exploration costs f e l l $6 m i l l i o n as a r e s u l t of lower dry hole 
costs ( r e f l e c t i n g Che de-em,phasis of exploration i n a low price environment). 
These costs im,prcvements were p a r t i a l l y countered by a $6 m i l l i o n increase m 
depreciation costs, the re s u l t of higher prcauction l e v e l s . Operating income 
declined $2 m i l l i o n from $101 m i l l i o n a year e a r l i e r . 

NINE MONTHS ENDED SEPTEMBER 30, 1995 COMPARED TO SEPTEMBER 30, 1994 

Consolidated Results 

The Corporation's net income for the f i r s t nine months of 1995 was $652 m i l l i o n 
($3.17 per s.hare) com.pared to $290 m i l l i o n ($1.41 per share) for the same period 
of 1994. Results fer 1994 included a $43 3 m i l l i o n loss from the discontinuation 
of UPC's waste management business unit and the benefit of a one-time $116 
m i l l i o n (50.56 per share) a f t e r - t a x gain r e s u l t i n g from the sale of the 
Wilmi.ngton f i e l d 'see Note 6 to the condensed consolidated fina n c i a l state.ments) . 
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Results of Continuing Operations 
Consolidated - Inccme frcm continuing operations im.proved $20 m i l l i o n ' S i ' 
the period to $440 m i l l i o n (S2.14 per share), as a $113 millicr.'imprcvsment'It 
the .Railroad was p a r t i a l l y offset by hig.her corporate expenses and a $56 m i i l i o n 
earnings decline at Overnite. Cr.isolidated operatine revenues mcreased $67'=̂' 
m.illion (14%) to $5.51 b i l l i o n for the period as the Railroad's operatms revenue 
improvem.ent of $692 m i l l i o n ( r e f l e c t i n g the a c q u i s i t i o n cf Ĉ̂.•.•, mcreased base 
carloadings and a higher average revenue per car) was p a r t i a l l y countered by 
lower operating revenues at Overnite. 

Consolidated operating expenses rose $611 m i l l i o n to $4.52 b i l l i o n . cr-r.'.' r e s u l t s , 
r a i l volume growth and i n f l a t i o n caused increases i n salaries, wages and sr.ployes 
benefits ($268 m i l l i o n ) , eq-uipment and other rents ($77 m i l l i o n ) , fuel cost's ($60 
m i l l i o n ) , m.aterials and supplies ($14 m i l l i o n ) and t h i r d - p a r t y transportation 
($13 m i l l i o n ) . Depreciation charges were up $67 m i l l i o n as a resu l t cf the crr.-: 
properties acq^uired and the Corporation's continuing capital invest.ment programs. 
Other increases occurred in cost of real estate sold ($17 m i l l i o n ) resulting from 
higher sales a c t i v i t y ; contracted maintenance and transportation costs ($26 
m i l l i o n ) and rea l .-stace taxes ($15 m i l l i o n ) , r e f l e c t i n g the addition of CN-.N; 
personal i n j u r y cost., ($16 mil l i o n ) as a result of higher claim.s costs; insurance 
costs ($12 m i l l i o n ) due to the absence cf 1994 flood msurance recoveries and 
professional fees ($7 m.illion). 

Consolidated operating income advanced $64 m i l l i o n (7%) to $995 m i l l i o n for the 
f i r s t nine m.onths of 1995, r e f l e c t i n g a $149 m i l l i o n improvement at the Railroad 
p a r t i a l l y o f f s e t by weaker operating results at Overnite. Other income increa.sed 
$40 m.illion from higher gains on property sales and in t e r e s t associated with the 
t h i r d quarter Railroad Retirement Tax claim settlement. Interest e.xpense rose 
$73 m i l l i o n , p r i n c i p a l l y from the higher debt levels associated with the Cl.'",-.' 
a c q u i s i t i o n and Southern Pacific tender o f f e r . Corporate expenses were up $12 
m i l l i o n , r e s u l t i n g from higher executive compensation accruals and the absence 
of 1994 stock appreciation r i g h t s c r e d i t s . 

CHANGES IN CONSOLIDATED FINANCIAL CONDITION 

Cash from continuing operations f c r the f i r s t nine months cf 1595 was $^7121 
m i l l i o n , up $251 m i l l i o n from a year ago, as a resu l t cf im.provem,ents m 
operatmg r e s u l t s and higher non-cash expenses (m.amly depreciation, casualty 
accruals and deferred taxes). 

Cash used i n investing a c t i v i t i e s increased $1.32 b i l l i o n to $2.39 b i l l i o n for 
the period. In 1995, the Corporation used $1,170 m i l l i o n to finance the 
ac q u i s i t i o n of cm< and $976 m i l l i o n to fund the Southern Pacific cash tender 
o f f e r . These increased investments were p a r t i a l l y countered by the receipt of 
$225 m i l l i o n i n proceeds from the sale of UPC's waste m.anagem.ent u n i t , the 
absence of the $725 m i l l i o n a c q u i s i t i o n of Amax Oii £, Gas, Inc. i n 1994 and 
s l i g h t l y lower capital spending. Financing a c t i v i t i e s in-reased $913 m i l l i o n as 
UPC incurred mcrem.ental debt to finance i t s a c q u i s i t i o n a c t i v i t i e s . 

Tne r a t i o or debt to debt plus equity mcreased to 56.5% at September 30, 1995 
com.pared to 45.6% at Decem.ber 31, 1994. This increase resulted from increased 
debt levels caused by the purchase of CNW and Southern Pac i f i c shares, p a r t l y 
m i t i g a t e d by 15S5 earnings and the proceeds from the saie of UPC's waste 
m.a.'-.agem.enr bus_ness. 
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OTHER DE'VELOPMENTS 

CoiTjaitmentB and Contingencies - There are various lawsuits pending aaainst ̂ he 
Corporation and certain of i t s subsidiaries. The Corporation i s also subject to 
Federal, state and local environmental lavs and regulations and i s curr e n t l y 
p a r t i c i p a t i n g m the investigation and remediation of numerous s i t e s . Where the 
remediation costs can be reasonably determined, and where such remediation i s 
probable, the Corporation has recorded a l i a b i l i t y In addition, t)-e Corporation 
has entered into commitmentj and provided guarantees for s p e c i f i c f i n a n c i a l and 
contractual obligations of i t s subsidiaries and a f f i l i a t e s . The Corporation does 
not expect that the Lawsuits, environmental costs, commitments or guarantees w i l l 
have a materia] adverse e f f e c t on i t s consolidated t i n a n c i a i condition or i t s 
r e s u l t s of operations. 

Acco-onting PronouncementB - The Financial Accounting Standards Board (FASB) has 
issued Statement No. 121 ".Accounting for the Impairment of Long-Lived Assets and 
for Long-Lived Assets to Be Disposed Of,' which establishes methods for 
determining and measuring an impairment cf long-lived assets. Adoption of 
Statement 121 i s reqi-ired i n 1996. Although the Corporation i s s t i l l evaluating 
statement 121, UPC a^es not expect that the adoption of Statement 121 w i l l have 
a material adverse e t f e c t cn the Corporation's operating r e s u l t s or f i n a n c i a l 
condition. I n addition, the FASB has i.-sued Statement No. 123 "Accounting for 
Stock-Based Compensation," which requires cert-^in disclosures about costs 
associated with stock-based employee compensation plans. Adoption of Statem-n^ 
123 IS required i n 1996 and w i l l not s i g n i f i c a n t l y impact the Corporation 
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Item 1. Legal Proceedings 

In 1993, the Railroad entered i n t o an .AdiTini s t r a t i v e Order on Consent 
with the Environmental Protection Agency (EPA) and the State of Utah to 
remove lead contaminated s o i l from property that had been leased to a 
battery recycler i n the early 19S0s. The Order call e d for com.pietion 
of the removal action by September 15, 1994. However, because of 
various l o g i s t i c a l problems, the work was not completed u n t i l October 
IS, 1994. Because the Order contained a provision r e q u i r i n g that 
s t i p u l a t e d penalties be paid for each day that work continued beyond 
the deadline, the EPA demanded $150,000 as a s t i p u l a t e d penalty 
payment. The Railroad i n i t i a t e d dispute r e s o l u t i o n and s e t t l e d t h i s 
matter for $120,000, $90,000 of which was reimbursed by the contractor 
responsible for the delays. 

As previously reported i n the Corporation's Form. lO-Q for the quarter 
ended June 30, 1995, i n July 1995 the Butte County (O r o v i l l e , 
California) D i s t r i c t Attorney advised that a c i v i l penalty action would 
be f i l e d against the Railroad for v i o l a t i o n s r e s u l t i n g from a 
derailment and s p i l l of diesel fuel i n t o the Feather R i v t r m Pec, 
C a l i f o r n i a on A p r i l 14, 1995. I n l a t e July the C a l i f o r n i a Regional 
Water Quality Control Board also f i l e d a separate penalty action 
seeking $40,000 for the same incident. This l a t t e r action v;as s e t t l e d 
fo r $40,000. A fu r t h e r de.-nand for penalties frcm the C a l i f o r n i a 
Department cf Fish and Game is e.Kpected but not determinable at t h i s 
t im.e. 

As previously reported i n the Corporation's Form iC-K for the year 
ended December 31, 1994, the EPA f i l e d a:i Administrative Complaint and 
Notice of Opportunity for Hearing under the Toxic Substances Control 
Act alleging f a i l u r e by Resources to submit c e r t a i n gas plant chemical 
inventory reoorts by tha regulatory deadline of February 21, 1991. 
Resources had in fact f i l e d the reports m October 1993. The Complaint 
i n i t i a l l y sought penalties t o t a l i n g $330,000. Following discussions 
w i t h the EPA and foll o w i n g the purchase of AMAX Oil u Gas, Inc. i n 
March 1994 including additional AMAX gas processing f a c i l i t i e ^ s . 
Resources f i l e d amended inventory reports on August 16, 1994. On 
August 25, 1994, the EPA amended the Complaint to propose aggregate 
c i v i l penalties of $378,000. Pursuant to subsequent negotiations. 
Resources paid a penalty of $84,000 m settlement of t h i s matter. 

Item 6. Exhibits and Reports on Form 6-K 

(a) Exhibits 

(10)(a) - Executive Incentive Plan cf Union Pacific Resources Group Inc. i s 
incorporated by reference to Exhibit 10.9 to the Registration 
Statement on Form S-l (No. ..-55398) f i l e d by Union Pacific 
Resources Group Inc. 

HO) (b) - 1995 Stock Option and Retention Stock Plan of Union Pacific 
Resources Group Inc. i s incorporated by reference ;o Exhibit 
10.10 to the Registration Statement on Form S-l (No. 33-95398! 
f i l e d by Un.-.on Pac i f i c Resources Group Inc. 
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(10) (c) - Form of Conversion Agreem.ent i s incorporated by reference 
Exhibit 10.13(a) to the Registration Statement cr. Form. 3-1 ;: 
33-95393) f i l e d by Union Pacific Resources Group Inc. 

(10) (d) - Conversion Agreem.ent for Drew Lewis. 

(10) (e) - Conversion Agreement for Jack L. .Mess.man. 

(11) - Comp'atation of earnings per share. 

(12) - Computation cf r a t i o of earnings to f i x e d charges. 

(27) - Financial data schedule. 

(b) Rgports on Form 8-K 

On August 14, 1995, the Corporation f i l e d a Current Report on Form 8-K, 
announcing the execution of a d e f i n i t i v e merger agreement and c e r t a i n 
other agreements related to the a c q u i s i t i o n of Southerr. Pacific Rail 
Corporation. 

On September 15, 1995, the Corporation f i l e d a Current Report on Form 
8-K, announcing the f i n a l proration factor with respect to the tender 
o f f e r for Southern Pacific Rail Corporation com.moa stock. 
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SIGNATURE 

Pursuant to the req-uirement s cf the Securities Exchange .Act of 1 
Registrant has duly caused th^s repcrt to be sianed on i t s behal! 
undersigned thereunto Ly authorized. 

Dated: '.'cve.Tber 9, 1955 

UNION PACIFIC CORPORATION 
( R e g i s t r a n t ) 

/! M. B. Smith 
M. B. Smith, 
Vice President and Controller 
(Chief accounting o f f i c e r 
and duly authorized o f f i c e r ) 

0751 



(10)(a) 

(10)(c) 

(10)(d) 

(11) 
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( 

UNIDN PACIFIC CORPORATION 

EXHIBIT INDEX 

Descrmti nn 

Executive Incentive Plan of Union Pacific Resources 
Group Inc. i s incorporated by reference to Exhibit 10.5 
to the Registration Statement on Form S-l (No. 33-S535S) 
f i l e d by Union Pacific Resources Group Inc. 

'•''°' 1995 Stock Option and Retention Stock Plan of Union 
Paci f i c Resources Group Inc. i s incorporated by 
reference to Exhibit 10.10 to the Registration Statement 
on Form 3-1 (No. 33-95398) f i l e d by Union Pacific 
Resources Group Inc. 

For.m of Conversion Agreement i s incorporated uy 
reference to Exhibit 10.13(a) to the Registration 
State.nent on Form S-l (No. 33-95398) f i l e d by Union 
Pc-cific Resources Group Inc. 

Conversion Agreement f c r Drew Lewis. 

'•''°' Conversion Agreement for .'ack L. Messm.an. 

Computatior. of earnm.gs per share. 

Computation of r a t i o of earnings to fixed charges. 

Financiai data schedule 
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Exhibit 10(d) 

UNION FACI.SIC CORPORATION AND SUBSIDIARY COMPANIES 

CON'VERSION AGREEMENT 

September 25, 1955 

Mr. Drev; Le-.vis: 

Dear Mr. Le'^is: 

This Letter Agreement w i l l evidence your agreement with Union Pacific 

Resources Group Inc. (the "Co.mpany-j and Union Pacific Corporation ("UFC") to 

convert certain stock options ("UPC Stock Options") which have been a'.varded to 

you under one cr more of the following: the 1993 Stock Option and Retention Stock 

Plan cf Union Pacific Corpo>ation, the 193S Stock Option and Restricted Stock 

Plan o.' Unicn Pa c i f i c Ccporaticr. and,'or the 1982 Stock Option ar.d Restricted 

Stock Plan of Union Pacific Corporation ( c o l l e c t i v e l y , "UPC Plans"). In exchange 

for your surre.nder of U.̂C Stock Cptions, ycu w i l l receive, in accordance with the 

.erms ar, .:ions set forth below, a grant =: n.^n-qual i f ied stock options for 

CotrjT.on Stock of the Company ("Com.-on Stock") under the 1955 Stock Option and 

Retention Stock Plan or the Company .the "1955 Stock Option Plan";, a copy 

which IS attached hereto and made a part hereof. 

1. CayvERglON 0F_0£I10NS^ In accordance with the 199-: Stock Option pTTn, 

you here'cy agree tc surre.-.der to UFC a l l your r i g h t s under and i n t e r e s t s m the 

UPC Options below i n exchange for a grant from the Company of stock options 

("Rollover Options") under the 1995 Stock Option Plan upon completion cf the 

"Offerings" (described m the Prel im.i nar\- Prospectus dated September 12, 1995). 

Please indicate by .rarkmg the box below a l l UPC Cptions that w i l l be converted 

pursuant tc the terms of t h i s Agreement. 

UPC Q p t i o n g 

Jate ^^ZZ' Num.ber E.--:ercise 

12/15.''94 11 6,666* $47.00 NQ IPO Da 

56,333 shares become exercisable on 12/15/96 
53,333 shares beco.me exercisable cn 12/15/97 
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2 . NUMBER AND R-XBRCISg PRICE OP fifjir^ PTIQNS• A l l R o l l o v i 

w i l l be n m - q ' u a l i - i s d s t c : k c c t i c n s ""'-= ev = v.^;~p 
. .s. eAe....se i . i ^ c = or tne .KoiiOver Option.-

i s based m a formula u t i l i z i n g the i n i t i a l p u b l i c c f f e r m g p r i c e c : the Cc—cn 

Stock m the O f f e r i n g s ("IPO P r i c e " ) . The e x e r c i s e p r i c e a p p l i c a b l e t o eacn IPO 
R o l l o v e r Op t ion w i l l be the produ: ( i ) the Price (the "Com.pany 

Calc.:,- ^ Price"), and ( i i ) the r a t i o cf the per-share exercise price of the 

app.i.icic.e UPC Option tc the Fair Market Value (as defined below) cr com,r,̂ on 

stcc,<, $2,50 par value, of Union Pacific Corporacion ("UPC Co.T-.on Stock") cn the 

date cf rcmmencement cf the Offerings ("UPC Calculation Price"). Each IPC 

Rollover Option issued upon such excnange w i l l e n t i t l e the .holder to purchase the 

number or s..ares of Com.mon Stock obtained by m.ultiplymg the number of shares of 

UPC Com.mon Stock underlyi.ng the applicable UPC Option 'oy a f r a c t i o n , the 

r,um.erator of which is the spread between t'ne exercise price of the applicable UPC 

Option and t.he VtC Calculation Price, and the denom.matcr of which i s the spread 

between tne exercise price of the Rollover Option and the Co.mpa.ny Calculation 

Price. E-v.ercise prices w i l l be rounded tc the nearest cent, or down i f there is 

nc nearest cent. The "Fair Market 'value" of UPC Com.mon Stock sh a l l be the 

^' •"̂'"' '-̂ '-'' t rading prices (regular way) of shares of UPC Comm.on 

Stoc,.-: as reoorted •t-'ra 7 ' .-fc..^^. - _ - . • 
.n .r.a . . a l , .o.ree. jcu.mai l i s t i n g cf consolidated trading on 

the New V--. stock Exchange. No Reliever Cptions to purchase f r a c t i m a l shares 

or Common Stock w i l l be granted. A l l fractions of shares cf Conmon Stock subject 

to Reliever Trt:ens w i l l be rounded up to the next whole number. U n t i l the date 
that your 

Options t 

^prions are converted tc Rollover Options, you .T.dy exercise any UPC 

are exercisable on the date of such exercise. 

exe 

supi 

^p ^ , 

as 

ea: 

in 

g^MSION AND EXERCISE OF THE opuONS^ T'ne Rollover Options s h a l l be 

rcisabie upon the terms and cm^iMcns of the 1995 Stock Option Plan, as 

:lem,ented by this .Agreem.ent, and not other^vise. As provir..>d i n the 1995 Stock 

• on Plan, the vesting and expir a t i o n of Rollover .ptions s.nall be determined 

I f the grant date were the date upon which the o r i g i n a l UPC Options were 

,ted u.'.der the UFC Plans. The term, of each Rollover Option s h a l l be a period 

ng ar t.he close of business on the tenth anniversary of the date of grant of 

origin a l UFC Option fcr which such Rollover Option was exchanged, subject tc 

le r termination as provided below. The Rollover Options must be exercised 

crticr.s cf not less than 100 shares, or a.ny integ r a l .multiple thereof, except 
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Cl - tr to complete the exercise cf any Rollover Option. The Rollover Op: 

subject to f o r f e i t u r e i n the event of your termination of em.plcym.ent cr ceatn, 

as contemplated in paragraphs (h) and ( i ) of Secticn 6 cf the 1555 Stock Option 

Plan, except that any term.ination of your service as a d i r e c t o r or tne Company, 

other than a termination for gross misconduct, s h a l l be dee.med to be a 

"retire.T.ent under the provisions of the Com-pa.ny' s cr a subsidiary's pension 

plan. " . 

4. METHOD OF EXERCISE. The Rollover Options may be exercised, during your 

lifeti.m.e, only by ycu. £>:ercise of the Rollover Options sh a l l be 'oy appropriate 

w r i t t e n notice delivered to the Secretary of the Company, at i t s p r i n c i p a l 

business o f f i c e , (a) accom.panied by a check payable to the order cf the Company; 

or (b) accompanied by s'nares of previously acquired Common Stock owned by you, 

to the extent that such paym.ent does not require the surrender of a f r a c t i o n a l 

share of such previously acquired stock, for the shares to be purchased; or (c) 

i f you are then e l i g i b l e , through the withholding of shares equal to the exercise 

pric e . 

5. APPLICABILITY OP THE PLAN. This Agreement and the Rollover Options 

granted hereunder are sub^ec. to a l l of the terms and conditions of the 1995 

Stock Option Plan ;.nd may not be assigned or transferred, except by w i l l cr the 

laws of descent and d i s t r i b u t i o n m the case of the death of an optionee, as 

provided m paragraph ( i ) of Section 6 cf the 1955 Stock Option Plan. 

6. WITHHOLDING TAXES. Upon exercise of a non-qualified Rollover Option, 

you m.ust arrange for the payment to tbe Com.pany of a l l applicable withholding 

taxes resulting from such exercise promptly a f t e r you have been n o t i f i e d of the 

amount thereof by the Secretary of the Company. Shares w i l l be withheld to pay 

with'noldmg taxes i f you have rrade a proper election to pay withholding taxes i n 

t h i s manner. 
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To confirm ycur acceptance of the foregoing, kindly sign and prc.-ptly 

return one copy of t h i s Letter Agreem.ent to the Ccm.pa.ny. 

Smcerely, 

UNION PACIFIC RESOURCES GROUP INC. 

By -'s' Drew L^wj^ 

Accepted: 

President and Chief Executive O f f i c e r 

UNION PACIFIC CORFOR.:iTIO.'J 

By Vrstili^ f-. Fa,irbflirr 
Senior Vice President - H'u.man Rescurces 

,.'g/ .Dl'g'-'/ L?wi ̂ _ Date: October 2, 1995 
Participant 
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E x h i b i t 1 0 ( f ) 

UNION PACIFIC CORPORATION AND ,SUBSIDIARY COMPA>tIES 

-CQN\̂ RSICN AGREEMENT 

September 25, 1595 

Mr. Jack L. Messman 

Dear Mr. Messman: 

This Letter Agrse.ment w i l l evidence your agreem.ent with Union Pacific 

Resources Group Inc. (the "Company") and Union Pa c i f i c Corporation ("UPC") to 

convert certam incentive stock options ("ISO's") and/or non-qualified stock 

options ( c o l l e c t i v e l y , "UPC Stock Options") and/or r e s t r i c t e d stock and 

.retention stock ("UPC Retention Shares") which have been awarded to you under one 

or m,ore of the following: the 1953 Stock Option and Retention Stock Plan of Union 

Pacific Corporation, the 1590 Retention Stock Plan ,• f Union Pacific Corpcration, 

the 1988 Stock Option and Restricted Stock Plan of Union Pacific Ccrporation 

and.'cr the 19S2 Stock Option and Restricted Stock Plan of Union Pacific 

Corporation ( c o l l e c t i v e l y , "UPC Plans"). In exchange for your surrender of UPC 

Stock Options and,.or UPC Retention Shares, you w i l l receive, i n acccrdance with 

the term,s and conditions set f o r t n belcw, a grant of ISOs, non-qualified stock 

options, and/or an award of retention shares of Co,m.mon Stock of the Company 

("Common Stock"} under ths 1995 Stock Option and Retention Stock Plan of the 

Com.pany (the "1955 Stock Option Plan"), a copy of whic i s attached h e r e t ~ n d 

m.ace a part hereof. 

1. .COfTVERSJON OF OPTION5.^MjE_£ETBjnON_5HM£S^ In accordance with the 

1995 Stock Option Plan, you hereby fgrae to surrender to UPC a l l your righcs 

under and in t e r e s t s i n the UPC Options and/or UPC Retention Shares designated 

belcw i n exchange for a grant or award from the Company of stock cptions 

("Rollover C;.- and/or retention stock ("R-,llcver Retention Shares") under 

the 1955 Stock Option Plan eit h e r upon con.pletion of the "Offerings" (described 

i n the Preliminary Prospectus dated Septe.mber 12, 1995) or, i n the case of 

certam Reliever Cptions granted i n exchange fcr UPC Options that are ISOs, upon 

ccnsum.mation or the " D i s t r i b u t i o n " (the d i s t r i b u t i o n of Union Pacific 

Ccrpcraticn' s remaining ownership i n t e r e s t to i t s stockholders) . The following 
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UPC ISOs w i l l be converted t o Ccmpany ISOs upon 

UPC ISOs 

Date 
of Grant 

09/25/91 
09/24/92 
11/18/93 
12/15/94 

Number 
Of Shares 

2,000 
1, 700 
1, 500 
6,000 

cxercis= 
•2 .- - o 

$46.51 
54 .13 
63 75 
47 .00 

Please i n d i c a t e by marking the box!s) below a l l o t h e r UPC Options and UPC 

Retention Shares t h a t w i l l be converted pursuant t o the terms of t h i s Agreement. 

• 
• 
• 

D 

Date 

09/26/91 
0 9/24/92 
11/18/93 
12/15/94 

Num.ber 

18,000 
38,300 
33,500 

144,000 

Exerci.-;e 

$46.56 
54.13 
63.75 
47 . 00 

Date of 
ISO* QT Nŝ  Conversir.^ 

NO 
NQ 
NQ 
NQ 

IPO Date 
IPO Date 
IPO Date 
IPO Date 

ISOs convert t o NQs on IPO Date. 

• 
• 

Date 
of Grant 

11/18/93 
12/15/94 

Num.ber 

40,000 
40,OCO 

Date of 
ronversiori 

IPO Date 
IPO Date 

OPTIONS 

^' NUMBER, AND EXERCISE PRICE OF ROLLOVER OPTIONS. R o l l o v e r Options 

granted upon the ccmpleticn of the O f f e r i n g s w i l l be n o n - q j a l i f i e d stock o p t i o n s , 

even i f the UPC Options surrendered f o r exchange are ISO'S. R o l l o v e r Cptions 

granted on the consu.Tmation of ch,? D i s t r i b u t i o n i n exchange t o r UPC Options t h a t 

are ISOs w i l l be ISOs. The exercise p r i c e of the Pollc--er Options t o be gra n t e d 

i n exchange f o r UFC Options upon completion of the O f f e r i n g s ("IPO R o l l o v e r 

Options") IS based cn a form.ula u t i l i z i n g the i n i t i a l p u b l i c o f f e r i n g p r i c e of 

the Com.T.cn Stock m the O f f e r i n g s ("IPO P r i c e " ) . The e x e r c i s e p r i c e a p p l i c a b l e 

to each IFO R o l l o v e r O p t i c r w i l l be t h s product of ( i ) the IPO Pr i c e ( the 

"Com.pany C a l c u l a t i o n P r i c e " ) , and ( i i ) the r a t i o of the per-share e x e r c i s e p r i c e 

c f t he a p p l i c a b i s UPC Option t o the F a i r Market Value (as def--..ed below) of 

comjr.on stock, $2.5C par value, of Union .Pacific C o r p o r a t i o n ("UPC Co.Tmon Stock") 
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on the date cf cotrrer.ee.~,ent of the Offerings ("UPC Calculation Price",, Each IPO 

Rollover Cptio.-. issued upon such exchange w i l l e n t i t l e the holder tc curchase the 

number ef shares cf Common Stock obtained by m.ultiplymg tne n'umiber cf shares of 

UPC Comm.on Stock underlying the applicable UPC Option by a f r a c t i o n , the 

numerator cf which is the spread between the ©xercxse price of the applicable UPC 

Option and the UFC Calculation Price, and the deno.minator of which i s the spread 

b€!tween the exercise price of the Rollover Option and the Com.pany Calculation 

Price. The exercise price and nu-mber of Rollover Options to be granted i n 

exchance for UPC Cptions at the date the D i s t r i b u t i o n i s effected '."Distribution 

Rollover Options") v ; i l l be calculated m the sam.e manner as the exercise price 

and num.ber of IPO Rollover Options, except that the UPC Calculation Price w i l l 

be the Fair Market Value of UPC Common Stock on the last day that purchasers m 

regular way trading m UPC Common Stock would receive the r i g h t to Common Stock 

i n the D i s t r i b u t i o n (the " D i s t r i b u t i o n Date'') and the Com.pany Calculation Price 

sh.\ll be the Fair Market Value of Comjnon Stock on the D i s t r i b u t i o n Date. Exercise 

prices w i l l be rounded to the nearest cent, or dov.'n i f there i s no nearest cent. 

The "Fair Market Value" of eith e r UPC Com.mon Stock or Co.m.mon Stock s h a l l be the 

average of the high and low trading prices (regular way i of shares of UPC Cor.mor 

•?tock cr Common Stock, as the case may be, as reported i n r.7e Wall Street Journal 

l i s t i n g of consolidated trading cn the New York Stock Exchange. No Rollover 

Options to purchase f r a c t i o n a l shares of ComuT.on Stock w i l l be granted. A l l 

fractions of shares of Common Stock subject to Rellovsr Options w i l l be rounded 

up to the next vvhole number, except m the case of Rollover Options t h a t ^ ^ e 

ISO's, which w i l l be rounded down to the nea-°st whole number. U n t i l the date 

that your UPC Options are converted to Rollover Options, you .r.ay exercise any UPC 

Options that ara exercisable on the date of such exercise. In the event that the 

D i s t r i b u t i o n ones not occur p r i o r to December 31, 1995, the UPC Options tc be 

exchanged on the D i s t r i b u t i o n Date w i l l not be so exchanged, and no Rollover 

Options w i l l be granted pursuant hereto m exchange for such UPC Options. 

3- 5nRATlON_AND,.gXERCISE OP THB OPTIONS. The Rollover Options s h a l l be 

exercisable upcn the terms and conditions of the 1995 Stock Option Plan, as 

supplem.ented by this Agreem.ent, and not otherwise. As provided in the 1995 Stock 

Option Plan, the vesting and expiration of Rollover Options s h a l l be determined 

as i f the grant date were the date upon v.'hich the o r i g i n a l UPC Options v;ere 
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granted under the UPC Plans. The term, of each Rollover Option sh a l l be a psricd 

ending at the close of busmess on tho tenth anniversary cf the date cr crant cf 

the o r i g i n a l UPC Option for '--hich such Rollover Option was exchanged, 3ub;ect tc 

e a r l i e r termination as provided i n the 1995 Stock Option Plan. The Rollover 

Options m.ust be exercised i n portions of not less than 100 shares, or any 

i n t e g r a l .multiple thereof, except to com.plete the exercise cf any Rollover 

Option. The Rollover Options are alsc subject tc f o r f e i t u r e m the event cf your 

termination of em.plcym.ent or death, as contem.plated m paragraphs ( c ) , (d) and 

(e) of Section S of the 1995 Stock Option Plan, as i t relates to an ISO, and (h) 

and ( i ) cf Section 5 of tne 1995 Stock Option Plan, as i t relates to a non­

q u a l i f i e d Rollover Option. 

4. METKQP OF .EXERCISE^ The Rollover Options m.ay be exercised, during 

your l i f e t i m e , o r l y by you. Exercise of the Rollover Options s h a l l be by 

appropriate w r i t t e n notice delivered to the Secretary of the Co.mpany, at i t s 

pr i n c i p a l business c f f i c e , (aj accom.panied by a check payable to the order of the 

Ccmpany; or (b) accom.panied by shares of previously acquired Common Stock owned 

'oy you, to the extent that such payment does not require the surrender of a 

r r a c t i o n a l share cf such previously acquired stock, for the shares to be 

purcnased; or (c) i f you are then e l i g i b l e , through the withholding of shares 

equal tc the exercise pr i c e . 

-• AFPLICASILITY OP THE PLAN. This Agreement and the Rollover OptmTs 

granted hereunder are subject to a l l of the terms and conditions of the 1995 

Stoc).; Option Plan and may not be assigned or transferred, exeept by w i l l or the 

laws cf descent and dis t r i ' o u t i o n i n the case cf the death of an optionee, as 

provided m paragraph (d) of Section 8 and paragraph ( i ) of Section 6 of the 1995 

Stock Option Plan. 

-̂ WITHHgL̂ PING—I.ajCS.Sj. Upon exercise of a non-qualified Rollover 

Option, you must arrange f c r the pa>-ment to the Company of a l l applicable 

withholding taxes r e s u l t i n g from such exercise pro.mptly a f t e r you have been 

n o t i r i e d of the am,ount therecr by the Secretary cf the Com.pany. Shares -will be 

withheld to pay withholding taxes i f you have m.ade a proper e l e c t i o n to pay 

'-^'ithhcldmg taxes i n t h i s m.anner. 
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RETENTION SH>.RP..q 

CONVERSION OF SHARES. Ye- hereby agree t e surrender each UPC 

Retention S'nare i n d i c a t e d i r . paragraph 1 of t'nis L e t t e r Aereem.ent ir . exchance f e r 

R o l l o v e r R e t e n t i o n Shares on the c l o s i n s date c f the O f f e r i n g s . The n'om.ber of 

R o l l o v e r R e t e n t i o n shares t o be issued w i l l equal the number c f UPC R e t e n t i o n 

Shares surrendered . m u l t i p l i e d by a f r a c t i o n , the n-u-meratcr of which i s the UPC 

C a l c u l a t i o n Price and the denominator of v.-hich i s the Company C a l c u l a t i o n P r i c e . 

Any f r a c t i o n of a Rollov,>r Retention Share w i l l be rounded up t o a -.-.'hole R o l l o v e r 

.Retention Share. 

S. RESTRICTION PKR^OD. The periods d u r m g which the r e s t r i c t i o n s set 

f o r t h h e r e i n and m the 1395 Stock Option Plan s h a l l apply t o the R o l l o v e r 

Retention Shares granted t o you s h a l l comuTience on the date hereof and e x p i r e cn 

the sam.e dates as the r e s t r i c t i o n s cn the UPC Retention Shares exchanged f o r such 

R o l l o v e r R e t e n t i o n Shares would have e x p i r e d unless any p e r i o d i s sooner 

t e r m i n a t e d under p r o v i s i o n s of the 1955 Stock Option Pian (the " R e s t r i c t i o n 

P e r i o d s " ) . 

9. B£.gT?UCTIO?^g. At the time of the above award of R o l l o v e r R e t e n t i o n 

Shares t o you, a c e r t i f i c a t e r e p r e s e n t i n g the num.ber cf shares of Common Stock 

awarded s h a l l be r e g i s t e r e d m your name but s h a l l be h e l d by the Company f o r 

your account. "I'eu s n a i l have the e n t i r e b e n e f i c i a l ownership i n t e r e s t i n , and 

a l l r i g h t s and p r i v i l e g e s of a stockholder as t o , such Rollover Retention Shares, 

i n c l u d m g che r i g h t t e vote such R e l i e v e r R e t e n t i o n Shares, s u b j e c t t o the 

f o l l o w i n q r e s t r i c t i o n s : ( i ) the Cov,-,pany w i l l w i t h h o l d a l l d i v i d e n d s p a i d on such 

Rollo v e r Retention Shares during the a p p l i c a b l e R e s t r i c t i o n Periods; ( i i ) s u b j e c t 

t o S e c t i o n 9(c) of the 1595 Stock Option Plan, you s h a l l not be e n t i t l e d t o 

d e l i v e r y of the stock c e r t i f i c a t e u n t i l the e x p i r a t i o n of the a p p l i c a b l e 

R e s t r i c t i o n P e r i o d ; ( i i i ) none of the R o l l o v e r R e t e n t i o n Shares m.ay be s o l d , 

t r a n s f e r r e d , assigned, pledged, or othen-;: se encumbered cr disposed of d u r i n g t he 

a p p l i c a b l e R e s t r i c t i o n Period; and ( i v ) a l l of the Ro l l o v e r Retentior, Shares 

s h a l l be f o r f e i t e d and a l l of your r i g h t s t c such R o l l o v e r R e t e n t i o n Shares and 

to the dividends w i t h h e l d by the Com.pany as described i n clause ( i ) , above s h a l l 

t erminate w i t h o u t f u r t h e r o b l i g a t i o n on the p a r t cf the Company unless you remain 

i n the conti n u o u s em.ploymient cf the Com.pany or a S u b s i d i a r y f o r the e n t i r e 
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Restricticn Period, except as provided by Section 5(c) of the 1555 Stock 

Plan. Any shares of Co.mr.on Stcck or cther s e c u r i t i e s received as a r e s u l t cf a 

transaction l i s t e d m Section 11 of the 1955 Stock Option Flan sh a i l be subject 

to the sa.m.e r e s t r i c t i o n s as such Rollover Retention Shares. 

10. EAXtlENT OF RETENTION SHARES. At the end of the applicable 

Restriction Period or at such e a r l i e r tim.e a.s provided for m Secticn 9 ( 0 of the 

1995 Stock Option Plan, a l l r e s t r i c t i o n s applicable tc the appropriate Rollover 

Retention Shares shall lapse, and a stock c e r t i f i c a t e for a number cf shares of 

Comjnon Stock equal to such number of Rollover Retention Shares, free of a l l 

r e s t r i c t i o n s , and a l l dividends paid on such Rollover Retention Shares during the 

applicable Restriction Period but withheld by the Co.mpany, sha l l be delivered to 

you or your beneficiary cr estate, as tne case may be. 

il- ADDITIONAL TRRM.q ^^jp c^nNnj'rrnfj'; Under the terms of the award of 

Rollover Retentions Shares, the Committee administering the Plan has determined 

that m case of retirement p r i o r to age 65 at the request of the Co.mpany, clause 

( O l i ) (A) (11) of Section 9 of the .^lan shall not apply tc the Rollover Retention 

Shares. In addition, you hereby agree that should ycu v o l u n t a r i l y term.inate your 

e.T.ployment with the Com.pany or any subsidia^- pr i o r to December 15, 1999, for two 

years thereafter you w i l l not s o l i c i t the em.ployment of or hire any i n d i v i d u a l 

who is an employee of UPC, the Co.mpany or any subsidiary of either cf them at the 

tim.e cf such termination of employ.ment. 

12. HITISiOLlDING^ Upon the lapse of the r e s t r i c t i o n s applicable to the 

Rollover Retention Shares, ycu m.ust arrange for the payment to the Com.pany of a l l 

applicable withholding taxes r e s u l t m g therefrom promptly a f t e r you have been 

r a t i f i e d of the amount chereof by the Secretary of the Com,pany. S'nares w i l l be 

with h e l d to pay withholding taxes i f you do not r.ake the el e c t i o n r e f e r r e d to 

below and have made a proper election to pay withholding taxes i n t h i s m.anner. 
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To c o n f i r m your acceptance of the f o r e g o i n g , k i n d l y s i g n and 

r e t u r n one copy of t h i s L e t t e r Agreem.ent t o the Com.pany. 

S m c e r e l y , 

UNION PACIFIC RESOURCES GROUP INC. 

By / s ' Anne M. F r a n k l i n 
'yice President - Feopls 

UNION PACIFIC CORPORATION 

By /s/ Drew Lewis 
Chairman and Chief Executive O f f i c e r 

Accepted: 

/s/ Jack L. Messman 
Jack L. Messm.an 

Date: October 8, 1995 
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E x h i b i t 11 

m^ION PACIFIC CORPORATION AND SUBSIDIARY COMPANIES 

COMPUTATION OF EARNINGS PER SHARE 

(Am.cunts m Thousands, Except Per Share .Am.cunts) 
(Unaudited) 

Nine Mo.nths 
Ended Sectem.be: 

Average nu.mber of shares o u t s t a n d i n g 

Average shares i s s u a b l e on e x e r c i s e of stock 
o p t i o n s less shares repurchasable from 
proceeds 

T o t a l average number of comumor. and com.mon 
e q u i v a l e n t shares 

Income from C o n t i n u i n g Operaticns 

Income (Loss) from D i s c o n t i n u e d Opi-rat ions . . . 

Net Incom.e 

Earnings per share: 

Incomie fro.m C o n t i n u i n g Operations 

Incom.e (Less) from D i s c o n t i n u e d Operations. 

Net Income 

• 995 
;04,91 

$ 2.14 

1,0? 

$ ^_3.,17 

)5,101 

^ J 

_205^63| 

$420,074 

(129,4gg) 

$290,583 

$ 2 . .J 4 

^0.63) 

S 1.41 
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Exhibit 12 

UNION PACIFIC CORPORATION AND SUBSIDIARY COMPANIES 

COMPUTATION OP RATIO OF EARNINGS TO FIXED CHARGES 

(Amounts i n Thousands, Except Ratios) 
•Unaudited) 

y.ine Months 
Ended Sectem.ber 30. 

1?95 ... 1994 
Earnings: 

Inco.me fro.m continuing operations $ 440,091 $420,074 
Add (deduct) d i s t r i b u t i o n s greater (to 

extent less) than income of unconsolidated 
a f f i l i a t e s (25. 083) (34.769; 

415,90.5 385. 305 

Income Taxes: 

Federal, state and local 251.502 

Fixed Charges: 

Int e r e s t expense includmg amortization of 
debt discount 328,016 25.' 955 

Portion of ren t a l s representing an interest 
factor 3 ,? , 494 21 S 17 

3 § 5 , ? La 286,782 

Earnings available for fi x e d charges ^lj_033j_C20 |924^732 

Fixed charges -- as above S 366,510 $236,782 
Interest c a p i t a l i z e d 2-55 

l o t a l f i x e d charges Ŝ 3̂||.̂ 510 $236.^907 

Ratio of earnings to fixed charges __ 2.S 3 2 
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FIN.^NCIAL DAT.=i SCHEDULE - EXHIBIT 27 
($ i n m i l l i o n s except per share a.T.ounr.s) 

(unaudited) 

Schedule contains .sum.Ttary f i n a n c i a l i n f o r i r . a t i o n e x t r a c t e d i r o : 
Statements of Consolidated Income and Consolidated F i n a n c i a l 
P o s i t i o n and i s q u a l i f i e d i n i t s e n t i r e t y by reference t o 
such f i n a n c i a l state.ments. 

tne 

</LEGEND> 
<MULTIPLIER> 
<T.!\BLE> 

1,000,000 

<S> 
<PERIOD--TYPE> 
<FISC.aL-YEAR-END> 
<PERIOD-SND> 
<CASH> 
<SECURITIES> 
<RECEIVABLES> 
<ALLOWANCES> 
<INVENTORY> 
<CURRENT'-ASSETS> 
<PP&E> 
<DEPRECi;.TION> 
<TOTAL-ASSETS> 
<CURRENT-LIABILITIES> 
<BONDS> 
<C0>2-I0N> 
<PREFERRED-MANDATORY> 
<PRSFERRED> 
<OTHER-SB> 
<TOTAL- . . I A B I L I T Y - A N D - E Q U I T Y > 
<SALES> 
<TO'TAL-REVENUES> 
<CGS> 
<TOTAL-COS'.-'S> 
<OTHER-EXPS.MSES> 
<LOSS-PROVI&ION> 
<INTEREST--EX.^ENSE> 
<INCOME--PRETAX> 
<INCOME-TAX> 

<INCOME-CONTINUING> 
<DISCONTINUED> 
<EXTRAORDINARY> 
<CHANGES> 
<NET-INCOME> 
<EPS-PRIMARY> 
<EPS-DILUTED> 

<C> 
9-MOS 
DSC-31-1995 
SEP-30-1995 

91 
0 

473 
0 

281 
095 
845 
527 
702 
557 
546 
581 
0 
0 

, 933 
,702 

0 
,512 

0 
,517 
80 
0 

328 
692 
252 

440 
212 
0 
0 

652 
3 . 17 
3.17 

1, 
17, 
4, 

18, 
2, 
6, 
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UNITED STATES 
SECURITIES AND EXCHANGE COMMISSION 

Washington, D.C. 20549 

FORM 10-Q 

[ X ) QUARTERLY REPORT PURSUANT TO SECTION 13 OR 15(D) OF THE SECURITIES 
EXCHANGE ACT OF 1934 

For the quarterly penod ended September 30, 1995 

OR 

[ ] TRANSITION REPORT PURSUANT TO SECTION 13 OR 15(D) OF THE SECURITIES 
EXCHANGE ACT OF 1934 

For the transition penod from to 

Commission file number 32-62756 

SOUTHERN PACIFIC RAIL CORPORATION 
(Exact name of registrant as specified in its charter) 

Delaware 
(State or other junsdiction 

of organization) 

34-1092482 
( IRS employe--
identification no ) 

Southem Pacific Building 
One Market Plaza 

San Francisco, CA 94105 
Telephone Number (415) 541-10C0 

Indicate by checkmark whether the registrant (1) has filed all reports required to be filed by 
Section 13 or 15 (d) of the Secunties Exchange Acl of 1934 dunng the preceding 12 months (or for 
such shorter penod that the registrant was required to file such reports), and (2) has been subject to 
such filing requirements for the past 90 days 

Y e s J L No 

Indicate the number of shares outstanding of each of the issuers classes of common stock, as of 
the latest practicable date. 

Common stock, S 001 par value per share 

Outstanding 
at October 31. 1995 
156.137,884 shares 
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PART 1 - FINANCIAL INFORf^ATION 

ITEM 1, FINANCIAL STATEMENTS 

SOUTHERN PACIFIC RAIL CORPORATION AND SUBSIDIARY COMPANIES 
CONSOLIDATED CONDENSED BALANCE SHEETS 

(Unaudited) 

ASSETS 

CURRENT ASSETS 

Cash and cash equivalents 

Short-term investments 

Accounts and notes receivable, net of 

allowance for doubtful accounts 

Accounts receivable sales proceeds receivable 

Matenals and supplies, at cost 

Other notes receivable 

Other cunent assets 

Totai cunrent assets 

REAL ESTATE HELD FOR SALE 

PROPERTY, AT COST 

Roadway and structures 

Railroad equipment 

Other property 

Total property 

Less accumulated depreciation and amortization 

Property, net 

OTHER ASSETS AND DEFERRED CHARGES 

Note receivable and other investments 

Other assets and defened charges 

Total other assets 

Total assets $ 

September 30 December 31 
1995 1994 

(in millions) 

S 136 5 S 1456 

- 95.0 

150 8 1782 

126 4 111 2 

74 6 71,8 

7 5 7.2 

67 9 63.6 

563 7 672,6 

369 1 361 4 

2 368 5 2,204 4 

1,470 6 1,013 4 

315 0 309 0 

4,154 1 3,526 8 

636 7 597 8 

3,517,4 2,929 0 

82.7 79.2 

1196 109 9 

202 3 189 1 

5 4 652,5 $ 4.152 1 

(Continued) 

See accompanying notes to consolidated condensed financial statements, 
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SOUTHERN PACIFIC RAIL CORPORATION AND SUBSIDIARY COMPANIES 
CONSOLIDATED CONDENSED BALANCE SHEETS 

(Unaudited) 

LIABILITIES AND STOCKHOLDERS' EQUITY 

CURRENT LIABILITIES 

Accrued payables 

Cunent portion of long term debt 

Redeemable preference shares of a subsidiary 

Other cunent liabilities 

Total cun-ent liabilities 

LONG-TERM DEBT 

DEFERRED INCOME TAXES 

OTHER LIABILITIES 

REDEEMABLE PREFERENCE SHARES OF A 
SUBSIDIARY 

STOCKHOLDERS' EQUITY 

Common stock 

Additional paid-in capital 

Accumulated deficit 

Total stockholders' equity 

Total liabilities and stockholders' equity $ 

September 30, December 31, 
1995 1994 

(in millions) 

$ 1514 $ 1580 

160 2 169,1 

57,0 59.5 

19 19 

598 6 627 3 

969 1 1,015 8 

1 654 7 1 089 3 

224 1 223 4 

725 8 744 2 

20 8 207 

0.2 0,2 

1121 8 1.116,2 

(64 0) (57,7) 

1,058 0 1,058,7 

4 652 5 $ 4,152 1 

See accomp..nying notes to consolidated condensed financial statements. 
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^S!Z!JI^^^^ ^ '^^" ' '^ ' ^ ' ^ CORPORATION AND SUBSIDIARV COMPANIES 
CONSOLIDATED CONDENSED STATEMENTS OF OPEfSVlONsZaudi " 

OPERATING REVENUES 
Railroad 
Other 

Total 

OPERATING EXPENSES 
Railroad 
Special charge (Note 5) 
Other 

Total 

OPERATING INCOME 

OTHER INCOME (EXPENSE) 
Gams from sales of property 
Real estate rentals net 
Interest 
Other income (expense), net 

Total 

INTEREST EXPENSE 

INCOME (LOSS) BEFORE INCOME TAXES 

INCOME TAX (BENEFIT) 
Current 
Deferred 

Total 

INCOME (LOSS) BEFORE CUMULATIVE 
EFFECT OF CHANGE IN ACCOUNTING 

CUMULATIVE EFFECT OF CHANGE IN 
ACCOUNTING FOR POST-EMPLOYMENT 
BENEFITS IN 1994. net of tax 

NET INCOME (LOSS) j 

EARNING (cOSS) PER SHARE 
Net eamings before cumulative effect of 
change m accounting 

Cu.mulative effect of enange m accxiunfing 
Net income (loss) 

Three Months Nine Months 
Enoed Sept .10 Ended Scot 30 
1995 1994 1995 1994 

(in mi llions, except per share amounts) 

$ 773 0 $ 787 6 S 2 300 1 S 2 298 6 
236 197 67 8 63 5 

7966 807 3 2,367 9 2,362,1 

7253 691,6 2,137 0 2,034 9 
- • 64 6 _ 
234 18,6 666 60 5 

748,7 7102 2.268 2 2,095 4 

47 9 97 1 99 7 266 7 

1,3 2 9 16 1 24 4 
4 8 56 12 6 17 3 
2,6 4 7 9 1 10 9 

(1' ?.),. (17 2) (46.8) (44 i) 
(4 0) —.— ^ L 

7 7 

35 0 37 7 99 2 115,3 

3,7 554 (8 5) 159 1 

0 1 (05) 0 1 
2 4 22 4 (2 3) 62,1 
2 5 21 9 (2 2) 62 1 

1,2 33 5 (6.3) 97 0 

(6 0) 

1.2 $ 33 5 S (6 3) $ 91 0 

0,01 $ 022 $ (0 04) $ 065 

• 
- - (004) 

001 s 0 22 $_ (0 04) S 061 

See accompanying notes fo consolidated condensed financial statements, 
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rnM^ilt^^n.^cnT'"^ ^^^^ CORPORATION AND SUBSIDIARY COMPANIES 
CONSOLIDATED CONDENSED STATEMENTS OF STOCKHOLDERS' EQUITY 

Nine Months Ended September 30, 1995 
(Unaudited) 

Common Stock 
Number r l 
Shares, . Amount Capital 

.Additional 
Paid-in Accumulated 

Deficit Total 
(in millions) 

Balances at December 31, 1994 
Net loss 

Issuance of Common Stock 

$ 02 $ 1,116 2 S (57 7) S 1,058 7 

(6.3) (63) 
5.6 56 

Balances at September 30, 1995 _156_ $ o_2_ $ 1,121,8 $ ,64 0)' V T o ^ 

See accompanying notes to consolidated condensed financial statements 
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'̂̂ '̂  cnl^'l.^trTTcn'^^^^^ AND SUBSIDIARY COMPANIES 
CONSOLIDATED CONDENSED STATEMENTS OF CASH FLOWS 

(Unaudited) 

CASH FLOWS FROM OPERATING ACTIVITIES 

Net income (loss) 

Adjustments to net income (loss) 

Gams from sales of property and real estate 

Depreciation and amortization 

Defenea income taxes 
Special charge 

Cumulative effect of change in accounting for 

post-employment benefits in 1994 

Other adjustments 

Total adjustments 

Net cash provided by operating activities 

CASH FLOWS FROM INVESTING ACTIVITIES 
Property sold and retired 

Capital expenditures 

Decrease m short-term investments 

Change in notes receivable and other investments net 

Net casfi ijeed for investing activities 

CASH FLOWS FROM FINANCING ACTIVITIES 

Proceeds from issuance of debt, net of costs 

Debt and revolver repayment 

Proceeds from issuance of st.-jck, net of costs 

Redeemable preference shares repayment 

Net c<ish provided by financing activities 

NET CHANGE IN CASH AND CASH EQUIVALENTS 

CASH AND CASH EQUIVALENTS-BEGINNING OF THE PERIOD 

CASH AND CASH EQUIVALENTS-END OF THE PERIOD 

Nine Months 
Ended September 30 
1995 1994 

(in millions) 

(6 3) S 91 0 

(16,1) (244) 
116,5 104 7 
(2,3) 58 2 
64 6 -

- 9 8 
(101 5) (180 61 
61 2 (32,3) 
54 9 58 7 

24 7 30 8 
(2706) (203 0) 
95 0 -

(80) (11.0) 
(158,9) (183,2) 

225 0 556 
(129,2) (349 7) 

- 503 6 
(09) (1.3) 
94 9 208 2 

(9.1) 83.7 

145.6 65 4 

$ 136 5 S 149 1 

See accompanying notes to consolidated condensed financial statements, 
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SOUTHERN PACIFIC RAIL CORPORATION AND SUBSIDIARY COMPANIES 

NOTES TO CONSOLIDATED CONDENSED FINANCIAL STATEMENTS 
September 30. 1995 

(Unaudited) 

. ST. 

<fi 
I*,"si 

•^^ 
?iSM\ 

(1) W^NSRSHjPAND PRINCIPLES OF CON.SOl inATir^M 

T . Southern Pacific Rail Corporation ("SORC") ,s the parent company of Southem Pacific 
Transportation Company ('SPr) SPRC together with its subsidianes is referred to as the Compan 
( ^ S S m % T s L ^ ' southwestern Railway c r p a n y 

f - n l ^ r J ^ ° ^ ^ f r^^" - ^ '̂ ^^ ^"'^ G^^""^* Western Railroad Company 
l iZ r r i n ^ i l t ^ r^ Consolidated condensed finanaai statements should be read in conjunction with 
he consolidated financial statements and notes thereto for the year ended December 31 V994 In 

T l ^ T T . L l L ^ T ^ r r ' adjustments (consisting of normal, recumng accmals) necessary for 
a fair presentation of intenr:i penod results have been included However, these results are not 
necessanly indicative of results for a full year 

(2) .RECLASSIFICATIONS 

1QQ-; . nnc !7 r , ° I '^'^ ^^''^"^ amounts have been reclaisified to conform to the Septemoer 30 
1995 consolidated conoensed financial statement presentation 

(3) SUPPLEMENTAL CASH FLOW INFORMATIOM 

Nine Months Ended Seot 30, 
1995 1994 

Cash payments: 
Interest j 
income taxes 

Non-cash transactions 
Capital lease obligations for railroad equipment ,.. 
Issuance of common stock 

(in millions) 

78 6 S 
12 

465 6 
5.6 

105,3 
(29) 

146,2 
0.8 

1-

(*) "^APITAL LEASE FINANCING 

fhe r ^ r i i i ^ ^ . V ? l r ^ ' ^° ^^^^' ^ ° ' «5"'Pment has been received and included in 
or a ^ ^ ^ J ' " ^ ^ W ^""'^g the first nine months of 1995, An additional $48,0 million 
of equipment 0 be financed under capital leases (including 28 locomotives and approximately 373 
reconditioned freight car^) is expected to be received by year end. approximately j / a 

(S) SPECIAL CHARGf? 

costs a 
million 

• n June ii^95 the Board of Directors approved plans aimed at reducing future operating 
nd increasing productivity which resulted 'n a $64 6 million pretax charge Approximately $41 
of the charge is related to severance payments to be made dunng the next year for 

approximately 582 employees (both management and labor), approximately $4 million of the charge 
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. o c a S ^ n H , , / ° ? ^ ' ° PraO"Ct,v,ly lhe Compan, also acp,o.ed Ihe 

'.rSierarŝ ';' rprŝ pr'̂ urif ̂ srr»'̂ î 
(6) OTHER 

Tooeka S a m r P ^ P 1 ^ ^ ' ^^"^°^d '^^"^P^^y ("BN") and the Atchison 
Com^^ss on (" c r ' I T Z I ^ T T ' ^"^""^'"^ " " ' ^ " '^^ ' " ' ^ ^ ' ^ ' ^ Commerce commission ( i c c ) for approval of a proposed merger of the two companies On Aonl 13 1995 

ver S ^ s i T ' T l ^ r ' ' T r " ' " " ^ ' ° provide'rackage ?r7ha Iage s 

memer On A u l s ? 2 3 Sss th? r r " " ^ ^ ^ ' ^ ^ ' "P ' ^ " " " ° ' P^°P°5^d B N ; A ? S F 
rtPr^ nn ^ « o« J I ^ ' ^ ^ ^^'^^'^ ^ '^^'^'S'O" approving the proposed merger The 

co3mnat'eS, ' ' ' ' ' ' ' ' ^ ^^'^ ^N/A'TSF me;^er JZ 

3 - . 

I' 7')* 

• •} 

,. . -l 

? 

"I 
t 

% 

•% Zl ' 

On March 31 1995, the Company and Union Pacific Railroad Company ( " U P P R " ) enterert 

Z : T f Z V r t T t i : ' ' ^ ^ ' ^ ^ -^^^^^^^ inmeVompany 
Keport on Form 10-K for the penod enaing December 31 1994 relatmq to the comDensaiion SS\A/ 
sen L l V t l " ' ^ '^ ' ' ^ ' ' ' ' ^ ^ ^ ^ Kansas Ci ty^nd St L Z Undef th 

e e " U ; R R 1 3 ? " ° " ' ' " ^ ' ^ ° " ^ ^^^^ executed a no'e 
^ * ° ^ P''̂ ^ ' " '^"""^ at 7% on Apnl 3, 1996 As a result of the 

settlement agreement, both parties dismissed their claims m tne ICC and court proceedings 

(7) PROPOSED MPRGER WITH UNION PAr iF i r 

merger ô f S P R c l l I P I P ^ ! ^ ^ ' ^ ^ ' ' " ^ ' " ^ ° ' ^ ^ ^ ^ ' ^ ^^^^^^ an agreement t^roviding for the 
t b / f ! ^ ! n i , 7 ^ wholiy-owned subsidiary of Union Pacific Corporation ("UP") Unde^ 

Tnci o7s25 'oe'^shaTe'c ° ' ' ' ' ' ' ' ' ' ' ' ' ° ' ''^^ stock SPRC a a 
E ^ i ? , n ? . f P""^ '^"^ '° ^ '^"'^^^ The Shares purchased m the tender offer are 

d he s l n S ^ ^ ^ ^ ' ' T ' ^ ° ' ' ^ ^ ^ ^ ^ ' '^ receipt ofTcc approval 
UP .uhVd l S ,? ? 0'other conditions (inc'udmg approval by SPRC stockholders) SPRC (and t h e -

SPRC I PRR r ^ ' ' ^ ' ^ ^^"^^^ rnerged into UPRR In the 
to p r ^ - i i o n r Z T b . n ° ' ^'^^"^ " ' ^ " ' ^ ^« " ^ " ^ ^ " « ^ ' at the holder's election (s bjed 
Ihar^ 0 SPRC r L m ^ ^ I? T " ' ° ° °^ ^ ^ ^ ^ ^^ares of UP common stock Of the 
Shares of SPRC common stock outstanding immediately pnor to the me,ger (other than the shades 

oTsuch Ja r^s^n f S'a^.^ " i ! ! ^ ' ' ' ' ^ ' ' ' ' ° ' ^ L J ° e d f o r t s and 8oS 
ot such Shares will be acquired in excnange for snares of UP common stock The two comoames 
expect to file an application wtth the ICC on or before December 1 1995 companies 

(8) COMMITMENTS AND CONTiNinF^r icg 

IS currently o a ' m S ^ n ' " ' ' ' ? H ^ ' ° ' ""^ ^"- '^^" '^ental laws and regulations and 
Z r ^ ^ f l ^ participating ,n the investigation and remediation of numerous s-tes Where the 
? n ^ ? f . f f ^ ^ reasonably detemimed, and where such remediation is probable t h ' 
S j ^ . T i ; n o 4 T m f C c m t ' " ' The Company does not believe that disposrticn o ^ n t r o t m e n t a ' 
maners known to the Company will have a matenal adverse effect on the Comoanvs financal 
condition or liquidity: however there can be no assurance that the impact of theTe matters on ts 
resulls of operations for any given reporting penod will not be matenal 
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R i s i l l r s T o n ^ ^ I S i ^ <=" "INANCAL CONDITION AND 

Results of Operationc 

comparedlo^'neTircoroTwTrm..?!,^^ °^ ^'^^^^ '^^ '̂ '̂ '̂  ° ' ^995 
Company had o t ahno'ncLe of $^7 ̂  ' ^ l '^'"^ '^^^^^^ ° ' ^994 The 
ihcorne of $97 1 m r o V r T ' e 9^4 I Z t T J ' " ' " ' ^ ° ' ' ^ ' ^ ^^"^P^^^'^ ^° °P«^at.ng 
revenues decreased 9% and ;Loact o^^^^ '"'"^ ''tarter of 1995, railroad operating 

«^ 1 »/o ano railroad operating expenses increased 4 9% over the 1994 penod 

S'̂ flf̂pa;:;;ôheThraf̂ ^̂  <̂--a-̂  
by increasing ser^^'iJ^^^^^^^^^ f om m f r n ^ ' ' " " ^ '^^^ significantly impacted 
and cons.stencr^^a??n^h Ch he r^Lr'^H ''l^""^^" "^""^''^^ ^^'a^ng to transit limes 
Railroad freignt'oSfatm^evrues deaease^'*^?^ l l f °^ corr^PeUiot^ 
shipments of intennodal traff 'r^ore^ n S ^ ' ^ ^""^aniy to decreased 
reduced revenues resulting rcrn tower ?a,es f r n m ^ and agncultural products combined with 
Carloads tor coal metals n r i 1 ° automotive traffic dunng the 1995 penod 
increased for h 199 qlane cornea eT^^ " " " ^ ' ^ " automotive traffic 
switching and incidentao decrease7s3 1 rl^i. nn 1 ' ^ T ' ' (P^rnanly 
1994 quarter due pnmLly o educed ^ t ^ Z T ^ '""^ '^'^''"^ ° ' ' ' ' ' ' ° 
controlled traffic volume and to e l c e l n f . ^ associated with reduced temperature 
third quarter of 1995Tartoal ncreased ' ' ^ ^ ̂ ^ " ' ^ 

.p..e.o/cp..p..e3?r,ĵ ;rerere::e°;~rrs 
com,a/a::rc:râ ;it«ra™i;̂ :srp;,'̂  <̂'°-
lhe three mon.hs enaeo Sewemte, 30 ^ r a ' V S g w ' ° " 

a 

i 

Carload and Gross Freight Revenue Companson 
Three Months Ended September 30, 1995 and 1994 

Jm. -—ISS* %Owr»at 
(in Iheusantfi) 

kitaimarUI. 

CMI 

Owttkal tnd fatatttmi prvdueis 

M«tiU and oru 

Aulomolrvt 

fotol 

—GniM PninWB»»tOjiM_ __lSUnii»PtLCarisi((__ 
-1?^ iaM_%SaflS« 1998 19ft4 •/• ip^tu^. 

i4tllin in milliont. tietpt ravtnu* par urtoad) 

1U 2 133 3 (5,2) % S2tZt t22t.7 (7 01 $1,181 SI. i83 (18) V. 
90 7 no 18 3 «7 6 77.2 13,5 388 990 (2.5) 
S44 »37 09 1472 IS4$ (4.»i 1.74J 1,848 (58) 
62.3 S34 ( t i ) 1071 1072 OS 1,731 1.891 2.4 
S53 57e (41) 104 8 110.2 (SO) 1,(94 1,913 (10) 
S34 4 4 1 19,3 79,4 812 18.S 1,487 1.S22 (2.3) 
S«,7 4S5 11 $ 46.9 4SS 32 92S 1.000 (7.5) 
11,3 184 11 4 3 « l 42.7 (9 21 2.123 2.808 |18 8) 

598 3 S4i7 2.7 % U2S 1 S«34 2 (1.1) •'. S1.379 S1.432 (3.7) % 
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• Intermodal cartoads and revenue declined for the thinJ quarter of 1995 compared 
to the same penod in 1994 due to reduced trailer-on-flatcar ("TOFC") traffic This 
decline was generated by stagnant industry intermodal traffic changes in 
customer distnbution and shipping pattems, peso af;valuation m Mexico and 
increases in service competition from major competitori 

• Coal cartoads and revenue increased for the 1995 period due to continued 
demand for the low-sulfur high-BTU content coal produced by Company-served 
mines This demand was from both existing utility customers and ns.̂ .' 'jtility 
cust:nens and was enhanced by the customers' ability to blend the low-sulfur coal 
with nigher sulfur coal in order to satisfy requirements of the Clean Air Act, 
Revenue per cartoad declined due to the etfect of new short-haul traffic 

Chemical and petroleum products cartoads increased slightly while revenue 
decreased dunng the third quarter of 1995 compared to the same penod in 1994 
The cartoad increases were due pnmanly to increased shipments of 
environmiental wastes substantially offset by decreased shipments of cnjde oil, 
plastics and fertilizer traffic Revenue per cartoad decreased for the 1995 quarter 
from the 1994 quarter due pnmanly to changes in the commodity and traffic mix 

• Food and agncultural products cartoads decreased while revenue increased 
slightly dunng the thirt quarter of 1995 compared to the same penod m 1994 
The cartoad decrease was due to reduced shipments of temperature controlled 
prooucts partially offset by increased shipments of food products and cotton 
Revenue per cartoad increased due pnmanly to longer hauls fcr gram traffic 
dunng the 1995 penod. 

Forest products cartoads and revenue decreased dunng the third quarter of 
1995 due to a slowdown m the construction markets and increases in service 
competition issues affecting lumber traffic compared to the 1994 penod The 
revenue per cartoad decrease was due to changes in product mix and length of 
haul, 

• Carioads and revenue for metals and ores traffic increased in the third quarter 
of 1995 compared to the thi.'-d quarter of 1994 due pnmanly to the startup of iron 
ore traffic between Minnesota and Utan n August 1994 and to a strong sulfunc 
acid market Revenue oer cartoad decreasea for the 1995 penod due lo the 
higher share of lower-raied iron ore traffic m the commodity mix 

I . 

rt' 

• Construction matenals and minerals cartoads ar̂ d revenues increased for the 
1995 penod due to increased shipments of minerals cement and other 
aggregates The revenue per cartoad reduction was due to the reduced length of 
haul associated with aggregates traffic 

• Automotive cartoads increased dunng the 1995 penod due to new traffic the 
startup of a new model year and the short-tenm impact of the Teamster stnke 
against certain motor camers which ended in mid-Odober Revenue and revenue 
per cartoad declined dunng the thmi quarter of 1995 due to lower rates m effect 
dunng 1995 

Operating Expenses, Railroad operating expenses for the third quarter of 1995 inoeased $33,7 
million or 4 9%, compared to the third quarter of 1994 The foilowmg table sets forth a companson 
of the Company's railroad operating expenses dunng the three months ended September 30, 1995 
and 1994 
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Railroad Operating Expense Comparison 
Thrte Months Ended September 30. 1995 and 1994 

1995 1994 % Change 
(in rriiiiionsj 

Labor and fnnge benefits $2866 S268 3 58 % 
Fuel 67 8 67 3 08 
Matt, 'Is and supplies 422 43 9 (3 9) 
Equipment rental 79 1 82 8 (4 4) 
Deprroatjcn and amortization 43 0 37 1 158 
Other 206 6 1922 75 

Total $725,3 $691 6 4,9 % 

• Labor and fnnge benefit costs increased $18 3 million, or 6 8%, for the third 
quarter of 1995 compared to the Ihinl quarter of 1994 The Company increased 
employment by 3.3% to -e total of 19,246 as of the end of September 1995 
compared to 18 638 at the end of September 1994 The increase m employment 
was due pnmanly to an mciease in tram and engine crews in onjer to improve 
customer service and to address congestion m certain high volume comdors 
Tram crew starts mcreased by 4 4% for the third quarter of 1995 compared to the 
same penod m 1994 Gross ton-miles increased oy 8 4% and cartoads increased 
by 2 7% over the same penod The increased expense was also due to 
.ncreased cost per start associated with training new tram and engine crew 
employees Expressed as a percentage of operatmg revenues latx)r and fnnne 
benefit expenses were 35 0% for the third quarter ot 1995 compared to 33 2% for 
the thinj quarter of 1994 

• Fuel expenses increased $0 5 million, or 0 8% for the thmj quarter of 1995 
compared to the same penod in 1994 The increase was a resull of an increase in 
gallons consumed of 2 7% for the 1995 quarter compared to the 1994 quarter 
attnbutable to the increase m traffic volume, partially offset by a decrease m the 
average pnce per gallon of fuel (which include: handling and fuel hedging costs) 
from $ 61 dunng the third quarter of 1994 to j 60 dunnn th° third quarter of 1995 
Fuel expense includes amounts paid to the Company s suppliers and amounts 
paid under fuel hedqing contracts Included in the thinj quarter 1995 fuel expense 
was S3 6 million pa'd under fue! hedging contracts compared to $2 7 million for 
the 1994 quarter While total fuel expense mcreased for the 1995 quarter, fue! 
efficiencv also mcreased by approximately 5% as measured by gallons consumed 
per gross ton-mile 

• Matenals and supplies expenses deaeased 5 i 7 million, or :̂  "•%. for the third 
quarter of 1995 compared to the third quarter of 1994 due pnmahiy to reduced 
locomotive matenal expenses and running repairs Dunng the third quarter of 
1995 the Company rebuilt or overhauled 40 locomotives compared to 61 dunng 
the 1994 penod This decrease was partially offset by increased friight car repair 
matenal expenses and maintenance of way bndge and signal expenses 

• Equipment rental costs decreased $3,7 mi'iion, or 4 4%, for the thini quarter of 
1995 compared to the third quarter of i95* The decrease was pnmanly 
attnbutable to $6 miilior, received m conne::tion with the renegotiation of tenms of 
an equipment ui.lizalion agreement as well as ;o ^educed locomotive lease 
expenses dunng 'he 1995 penod. Partially oftsettmg these expense decreases 
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was 31, $8 0 million increase m net car hire atinbutable to mceases m traffic 
volume and cycle times 

• Depreciation and amortization expense increased $5 9 million or 15 8% for th^ 
third quarter of 1995 due to an increase in the depreciable property base 
pnncipaiiy from significant equipment acquisitions dunng the year 

• Other expenses mcreased $14 4 million or 7 5% for the third quarter o; 1995 
compared tc « third quarter of 1994 This category of expense includes outside 
repairs and es joint facility rent and maintenance costs casually costs and 
property and ouier taxes Expenses m this category which mcreased significantly 
over the pnor penod were casually costs, joint facility costs, intermodal rent and 
equipment repair costs, information system outsourcing costs and sales use and 

i n t L l T T J T ^^^ " ^ " ^ '"'="^^'"9 destroyed equipment 
increased $7 7 million for the thi.nd quarter of 1995 compared to the 1994 quarter 
Partially offsetting these increased casualty costs were $5 5 midion m insurance 
recovenes rece.ved as partial settlement of claims reiatmg to the 1993 midwest 
mod Joint facility costs increased $4 8 million due to increased billinqs for 
maintfe,' ance, increased interest rental payments as well as costs associated with 
a new aulage agreement for traffic between Memphis and Chicago Interrriodal 
rent and equipment repair costs increased $3 5 million due to mcreased facility 
reri and crane repair ccsts infomiation system outsourcing costs mcreased S1 2 
million for the third quarter of 1995 compared to the same penod m 1994 Other 
costs including sales, use and fuel taxes mcreased $2 7 million in ;ne th,.-d nuarter 
of 1995 compared to the 1994 penod 

g ^ J ^ ^ M m e i E x e g n s ^ ^ Othei mcome (expenu^) was a net pxpense of $9 2 

"9 4 " ?hV n a e l d ^ e , " ' ' ' ' " " ' " " ^ ' ° ' ^^^^"^^ ° ' ^ ' thela'mfpenod m 
prooertv a sS r m ! n . n 7 ' ^ " ' ' P " ^ ' " ' ^ ' ° ' ^ <^«^^^ase m gams on sales of 
property, a $0 8 million decrease in real estat- rentals, net due to increased expenses T-. ied to 
property sales and to a $2 1 million decrease in interest mcome due to lower evels of ca h f i r 
w l ' ' " " V ' ? '"<^'"^ed in the 1995 amount was $5 1 million of co s as o ated 
o L h « ' , ° ' ' n " " " ' T (-JPRR-)/SPRC merger This expense was 
?Qq?n. ' r , i . ' ' ' ' ' ' ' ' " "^ '^ ' ^ " ^ ' ' ' ^ ' ^ ^ " ^ ^ale of accounts receivable durmg The 
1995 penod Interest expense was $35 0 million for the third quarter of 1995 comoared to $37 7 

o"'r;m;n,r ' i n ' , ; " " ' ' ^ ' ' ^ ^ ° ' ' ' ' ' ' ' ' ' ' ° ' ' ' ^« d e c r L S wa associ ted 
n i h T . 1 ' ^ ' ^ ' " ' " ' Company's $290 mllion Senior Secured Notes m December-

l l n L rt " ^ ^ " T " ' "^^'^ ' " " ' ^ " ' ^ ' ^ ^^P«"se associated with the higher level of 
capitalized lease obl-gations for new locomotives and freight car^ outstandmg dunng thelhird q^arte 

oL r te r .n r t " ; . ' ? ' ' ' ° ' ' ' ' ' ^ ' ' ^ ^ ^ ^ ^^at interest expense in the curth 

rgtoraird̂snrg"'̂ "̂'̂''̂  '"̂̂^̂̂  ^ —-̂ -'-̂ ^ 
N i n e j M 3 S . E n d e d ^ ^ ^ 30, 1995C_ompared to Nine Months Ended S^ptPmh^r ^n 1004 

^ft . r . t I ' ] ^ « ^ T ^ ^ " ^ ° ' ^ ^ ^^^^ 5hare) tor fhe first nine months of 1995 
after a $64 6 million pre-tax special charge compared to net mcome of $31 0 million ($ 61 per shared 

I ? ' n / ' ^ ' " " T ^ ' ° ' ^^^^ '""'^'^^^ ' ^ ° "^^a^e for the cumulative eftect of a 
S t ! T J < r F ^ T Z ^ . \ % ^ " ^ " I T ' T " " ' '"^^"^ ?'aiement of Financial Accounting 

^ ^ ^ ' ' " P ' ^ Company effective j?nuary 1, 1994) The Company had 
n ^ Z T n n T " " ^ f e f f I ^995 including the special charge ( 
operating mcorne of $164 3 million excluding the special charge) c ..-npared to $266 7 million for the 
1994 penoa For the first nine months of 1995, railroad operating revenues mcreased 0 1% and 
r l l ° ^ A ° r ' T ^ expenses increased 5 0% (excluding the soecial cnarge) over the 1994 penod 
The $64 6 million special charge includes provisions for employee separation and for the saie, lease 

0778 



rm 

L ? e m e n ? s 7 " ' ° ' ^ Consolidated Condensed Financial 

mMi7?^^^'?^^I-BB 

i 

••\ 
1 

•? f 
- \ 

Carload and Gross Freight Revenue Comparison 
Nine Months Ended Septemt r 30, 1995 and 1994 

. . (Jroii friHjhl 

_ 1 ? » _ _ . » 4 j_g?,nai !994, •.Chan,. . . J _ M _ _ ^ 9 » * _ ^ ^ ^ 
im lhouian4» ,„ ^^^^^^ ^̂ ^̂ ^̂ ^ 

,14)% S6267 $6379 (1 7) % S,,,73 $,.,65 0 7 % 

' 228,0 , 9 4 263 , 223 8 ,7 5 9M 98, „ 5) 

Ch.m,calandp.«l.„mpr,d«„ . 244 5 262 0 ,67) 438 , 465 S (5 9) ,792 , 777 0 8 

F..d.nda9no*«ip™«cU ,79 , , , , 7 „ 5) 308 8 3,0 0 ,0,5) ,,723 ,'706 ,0 

306 7 326 5 ,6,1) ,.909 , 90, 04 
MattU and otm ,S4 0 t n 1 <• i ^ . 

'^^» " « 22« 9 205,3 <•:: ,,477 ,,547 ,4 5) 
Co«..n,ct,onm...n,U.ndm^U ,4iO ,3,4 I , ,346 ,3 , 9 2,0 948 ,,004 ,5 6) 

-P^7L_P1ZL 2,587 ,,2.8) 

a l d ^ ^ m L 2'' - j j i j j g l «,440 8 0 2 ) ' . $1,396 $1,428 ,2,2)% 

i g g T Z ^ o J r ^ l n ' , ^ ' ' " ^ '^^'^'"^'^ "months Of 

rM^ompr H l K ? "''^'^^ -nagnant industry miennodal traffic, changes m 
m r t « P n ° " ' " ' " ' ' " ^ P"""^"^' devaluation m Mexico and 
increases in service comoetrtion from major competitors. Partially offsetting these 
decreases were increased contamer-on-flatrar fCOFC-) business wnh S 
steamship accounts The increase in revenue per cartoad was due S a T i n ' - S 
in length of haul for both COFC and TOFC traffic, 

Ho^^nli?'^ ' !^^, ^""^ '^' '^""^ increased for the 1995 penod due to continued 
demand for the low-sulfur high-BTU content coal produced by Company-served 
mines This demand was from ooth existing utility customers and new utility 
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customers and was enhanced by the customers' ability to blend the low-sulfur coal 
vrtth higher sulfur coal in onJt-r to satisfy requirements of the Clean Air Act The 
revenue per carioad declined due lo the effect of new short-hau) traffic, 

• Chemical and petroleum products cartoads and revenue decreased dunng the 
irst nine months of 1995 A portion of this decrease' was attnbutable to reduced 
ertilizer traffic caused by the flooding m California dunng lhe spnng of 1995 a 

longer ihan planned maintenance shutdown for a pnmary cnjde oil customer and 
to a change m the classification of certain plastics trah'ic 

• Food and agncultural products carioads and revenue decreased dunng the first 
nine months of 1995 compared to the same penod in 1994 due to reduced 
shipments of gram temperature controlled products, alcoholic beverages and 
vegetable oils, partially offsel by increased shipments of sugar beets canned 
foods and cotton, 

'iQa°'^^^' products carioads and revenue decreased during the first nine months of 
1993 due, in part, to reduced lumber and paper traffic caused by severe weather 
and flooding m California dunng the spnng of 1995, to a slowdown in the 
constrtJOjon markets and inaeases in service competition issues affecting lumber 
traffic and to a stnke by millwort̂ ers affecting paper traffic that ended in Maich 

• Cartoads and revenue for metals and ores traffic increased m the first nine 
months of 1995 compared to the first nine months of 1994 due pnmanly to the 
startup of iron ore traffic between Minnesota and Utah in Augusi 1994 to 
increased copper concentrate traffic due to shifts in customers' martlets and to a 
strong sulfunc aad martcet Revenue per carioad decreased for the 1995 penod 
due to the higher share of lower-rat'Jd iron ore traffic in the commodity mix, 

• Construction matenals and minerals cartoads and revenue mcreased fcr fhe 
1995 penod due pnncipaiiy to increased shipments of minerals, cement and other 
aggregates The revenue per cartoad reduction was due to the reduced length of 
haul associated with aggregates traffic, 

• Automotive cartoaos increased dunng the first nine months of 1995 compared 
to the first nine months of 1994 due to strong northbound shipments from Mexico 
new traffic, the startup of a new model year ano the short-temi impact of a 
. eamsler stnke against certain motor camers which enoed m mid-Octcber The 
deoine in revenue and revenue per carioad was due to lower rates in effect dunna 
1995 

Qj^tma^xEenses. Railroad operating expenses for fhe first nine months of 1995 increased 
$166 7 million, or 8,2% compared to the first nine months of 1994 The following table sets forth a 
wmpariscn of the Company's railroad operating expenses dunng the nine months ended September 
30, 1995 and 1994, 
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Railroad Operating Expense Comparison 
Nine Months Ended September 30, 1995 and 1994 

1995 1994 % Change 
(:i mllions) 

Labor and fnnge benefits $837,1 $809 6 
Fuel 195 0 188 2 
Matenals and supplies 137 5 143 5 
Equipment rental 235 9 246 8 
Depreaat)onandartX)rtizal'on,,, 116 5 104 7 
Other 615,0 542 1 
Speaal charge 64 6 

Total $2,201 6 $2 034 9 

3 '̂ % 
36 
(4 2) 
(4 4) 
113 
134 

1000 

8.2 % 

• Labor and fnnge benefit costs increased $27,5 million, or 3 4%, for the first nine 
months of 1995 compared to the first nine months of 1994 The Company 
mcrfeased employment by 3 3% to a total of 19,246 as of the end of September 
1995 compared lo 18 638 at the end of September 1994 The increase m 
employment was due pnmaniy to an increase in tram and engine crews m order to 
improve customer service and to address congestion m certain high volume 
comdors Tram crew starts mcreased by 4 3% for the fmst nine monihs of 1995 
compared to the same penod m 1994 Gross ton-miles mrrsased by 8 0% and 
carioads increased 2,1% over the same penod The mere?.bed expense was also 
due to increased cost per start associated with training lne new tram and engine 
crew employees Partially offsetting the expense increase was an adjustment m 
the first quarter of 1995 to reflect reduced costs associated with non-agreement 
fnnge benefits Expressed as a percentage of operating revenues, labor and 
fnnge benefit expenses v ere 35 4% for the first mne monihs of 1995 cc -̂ oai ed to 
34 3% for the first nine monihs of 1994 

• Fuei expenses increased $6 8 million, or 3 6%, for the first nine months of 1995 
compared to the same period m 1994 The increase was a result of an mcrease in 
gallons consumed of 3 4% for the 1995 penod compared to the 1994 penod 
attnbutable to the increase m traffic volume coupled with a stable average pnce 
per gallon of fuel (which includes handling a.id fuel hedging costs) of $ 58 for both 
penods Fuel expense includes amounts paio to the Company s suppliers and 
amounts paid under fuel hedging contracts Included in the nine month 1995 fuel 
expense was $6 3 million paid under fuel hedging contracts compared lo $10 9 
million for the 1994 penod. While total fuel expense mcreased for the 1995 
penod, fuel effiaency also increased by approximately 4% as measured by 
gallons consumed per gross ton-mile 

• Matenals and supplies expenses decreased $6 0 million, or 4 2%, for the first 
nine months of 1995 compared lo the first nine months of 1994 due pnmanly to 
reduced locomotive matenal expenses and running repairs Dunng the first nine 
monihs of 1995, the Company rebuilt or overhauled 141 lot^amotives compared lo 
227 dunng the 1994 penod. This decrease wac partially offset by inaeased 
freight car repair material expenses during the second and third quarters of 1995 
as well as inc-eases m maintenance of way bndge and signal expenses and 
transportation safety equipment 

• Equipment ,i-ental costs decreased $10 9 million, or 4 4%, for the first nine 
months of 1995 compared to the first nine months of 1994 The decrease was 
pnmanly attnbutable to the conversion of freight car equipment from operating 

0781 

I 



4 n' 

fl 

he 1995 o^^^l^ ' V " ' ° ^ " ' ^ " " ^ locomotive iease expenses dunng 
p L l n ? . ^ ^ ' ° *® ^^<^«'̂ ed m connection with the 
h e s r p x n r » . ° ' ^^reemen, Partially offsettma 

10 increases m traffic volume and cycle times 

• Depreciafion and amortization expense increased $11 8 million or 11 3% for 
the first nine months of 1995 due to an increase m the depreciable property base 
pnncipaiiy trom significant equipment acquisitions dunng the yea^ 

• Other expenses increased $72 9 million or 13.4%, for the first nme months of 
1995 compared to the first nine months of 1994 This category of expense 
r T j , ^ ' ^ ^^ "^ ^""^ ' ^ " ^ ' ^ 5 ' 1°'"^ facility rent and mamtenance cos's 
.nc r / J iL "? r ^"'^ " ' "^^ Expenses m this category ^hich 
ac i r r n i f ' ' ^ casualty and detour costs joint 

l uK^nr . « L"*^™j^al rent and equipment repair costs, infomiation system 
outsourcing costs and other costs including utilities, laxes travel expenses meals 
I n expenses and user foes Casually costs, including destroyed 
equipment, increased $22 3 million and detour expenses mcrea.sed $4 6 million 
for the first nine months of 1995 comparea to the " 9 4 penod due pnmanly to the 
offc!« ^ ^ t ^""^ California dunng tht= spnng of 1995 Partially 
offsetting these mcreased r,asualty costs were $10 5 million m ,nsurance 
n n n T " " T ? ' ? " ^ ^ P^'^'^' se"l«rnent of claims reiatmg to the 1993 midwest 
hood Joint facility costs increased $20 5 m.llion due to mcreased DHlings for 
^ n l l ^ ' f increased mterest rental payments as well as costs associated w.th 
a new naulage agreement for traffic between Memphis and Chicago intermodal 
rent and equipment repair costs mcreased $9 1 million due to ir,creased facility 
ren and crane repair costs, Infomiation system outsourcing costs increased $5 2 
m rnun for >he first nine months of 1995 compared to the same oenod m 1994 

e x 2 p n < p T i L ' ""^r^ " ^ " ' * ' " ' ^^P^^ses meais and lodging 
r n m n ^ / J 1 " " ^ ' mcreased $21 6 million for the first nme months of 1995 
compared to the same penod in 1994 

• i n June 1995, the Board of Directors approved plans aimed at rsducmg future 
operating costs and increasing productivity which resulted m a $64 6 million 
pretax special charge Approximately $41 million of the charge was related to 
severance oayments to be made dunng the next year for approximately S82 
i T ^ r Z T J T ^ management and labor), approximately $4 million of the charge 
was related to costs associated wtth tennmatmg certam leased facilities and 
approximately $20 million was for the expected loss assoaated with the sa e 
rnnt n l f ^ " ' ^ " ^ * " ^ ^ " ^ ^ °^ ''^^^ ^«"Sily rail lines The Company 

fhP S f " f . i r ^ ' " ^ ° ' speaal charge approved by 
the Boam m June 1995 as It considers its 1996 business plan, 

m l M . o n T T . f T ' * ^ " ' - ^ '""^ '" '"^^'^ ^ " ^ ^ other mcome (expense) was a net expense of $9 0 
pJnod 1 994 Z " T r " " T ' ° ' ' ' ' ' " " ^ ^ ' ' " ^ ' ° ' ' " ^ ^ ^ 57 7 million for he same 
sales Of property nd a u ^ "̂ ^̂ ^ ' T " ' ' ' ' " ' ^^ " ' ^ ' ° ^ ^^<=^^ase in gams on 

reare^LeTe^se and sL^n . r ^ ^^ T ' ' ' ' ' " " " ^ ^ attnbutable to aaditional 
to protJrt Sles ' h f " ' " " " ^ ^ ' ' ^ " ^ '"'^^^^^^^ ^^^S expenses related 
l a m ^ m ^ f the Comn.„^^^^^^ ' " ^ ' " ^ ^ assoaated with the 
^ ^ o c T s Z ^ r t h ^ n T ^ i . ^ ^ n L ^ ' " ' ° " ^ " " ' ^^ ^ ^ ' ^ " ^ ^ as well as $5 1 million of ODsts 
S e n s e " l^eS o t h f ^ S r ^ ^ ' ^ ' ' ^ ^ ' ' ^ ' ^ " ^ ' ^ " ^ ^""^ ' ' ' ' " ' • ^ ' ' ' ^ " 0 million of 
expense w « S g V ' ' ^ . ^ l ' ^ ^ ^ ^ ^ ^ " Norttiwestem Transportation Company merger interest 
nine ^ n m s of 1V94 ^^^^ " ' ^ ^ ^ ^ ^ ' ° ^115 3 million for the first 
reSavrent Of t h r r n J ' ' ^ . 1 ^ ^as assoaa.,-d pnmanly with the 
? e c S s were n H . i ° r ' " ^ ' ' ^ ^ ^ 2^" ' °^ Secured Notes m December 1994 Other 
decreases were otfset by mcreased mtere- expense associated with the higher (eve! of capitalized 
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Uquiditv and Capital Resourcits 
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for amola nihPMhm^ " ' ^ P " " ' " ' ^ " "^^ ^"'^ substantial expenditures 
n / p ™ o n 1 irtiprovements to roadway, stnictures and technology acquisitions and reoair 

• "maintenance of the rail system, Dunng the fin« nine monthrof 1995 and or a 
f o t i r l V r ^ ^ Company's railroad operations did not produce s u L e n , Ssh 
L i ^ on "^P^"^^'^^^ '^e'^ service and other cash needs As a result the Compiny 

Z l T , t 7 5 : e ~ s T ' ' ' ' ' ' ' ^rrow,ngs%'ndTh:^ 

The Company antiapales that, for the nexl few years cash flows oeneraif^ri ra.i 

e ^ S : ; ' S , t a r e ? o e ' n " d ? r ' "^^^ ""'^'^ ^ " ^ - ' ^ o f ^ q u T m T n t l n d ^ S fm^nfoi " P " a ' expenditures In order to satisfy these cash flow requirements as well as satls^ 

Based o r n m L l ? " ' ^ ' " ? " " ' " " " ^ "^airitammg ,ts bank credit facilities for use as required 
nrtctntf ' "^^'^""^ 'a"'^ ^aies m the fourth quarter of 1995 the Company 

am?n ' i n ' ^ n r t f ' '̂ ^ ^ank credit faalities by a sma 
. .arg^n In addition, m on3er to reduce tne amounts the Company w,(l be required to borrow the 
Company expects to continue to sell real estate assets with substant al values that a?e not necessar^ 
^ r i J ' ! ! ^ ^ S ' ' ' r '«^«'s asset sales may var> subs ant a y f om p^nod ,o 
a'̂ d'iqu^St'y - ' ^ - ^ orloss cash Hov̂ s 

ren.irt « n m n ' ! ' " ^ ' Company bonowed $150 million under its temi loan faality and 
30 995 ""'^'^ ^^P^^^'^ ^^^°'^'"9 'aality As of Sep emcir 
. 1 ,K ^ ^^"^ ^̂ "̂  "^ '^ "^'m equivalents and short-term investments of $136 5 miSio.n In 
addition, the Company had $300 million available under rts revolving credit faality 

. . . i i . h u^^'r^!!?. °^ Company s strategic plan wiil require the ongomq 
i ^ r n T i ) ^' '^^'^'^"al sources of funding, mciudmg secured equipment and capital leasp financmq 
we i T ^ o " " " ^ ' ' i ' ° ' C o t n m s railcar fleet and technology anq facility mproverien a l -
weii as borrowings under the Company s bank credit faalities The Company will remain leveraaed 
.0 a significant extent and its debt service and capital lease obligations will cominue to be s u b s f a S 

The Company faces large capital investment requirements in order to meet the challenaes of 

" ^ T t T ' " ' " ' " ' ^ ' ^ " ^ ° ' '^^ BN/ATSF merger Tie intensrse"^^ 
competition that has developed and will be .o^eierating w,ll require capital expenditures f?r 
additional equipment track improvements and other new faalities and lechno^y T e Compan ? 

l e ^ r Z v ? h T t ' : r f m o ^ r V ' ^ ' ^ r ' ^ ^ "^ '^ capab,lrt^s and fac i le? 
^ V ^ ! advanced than those of the Company, The completion of t'le BN/ATSF 

anliao. P^ r l " " ' " ^ T ' ° ' ^^^""^ " ^ ' ^ rtiore'quickly than the Company irCt^ly 
r a i S d was s e L Z T V . Z ' ' ' ^ ' T ' competitor than e S 
2mc^trto,^\^5 f l . resources of the Company's major 
competitors will allow them lo maw more investments designed to enhance service attract new 
customers, gam market share and achieve even more eff.aent operations 
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Operatmo Activilip<; 

As shown m the Consolidated Condensed S!atemen,s of Cash Flows cash orovided bv 
operatmg activities was $54 9 million for the first nme months of 1995 compa^rd to $58 ? m 'on for 
cn' " " " " " V ' ' ' ' ' " ' " " ^ ^ P^^'°^^ - a . due p n m % to the ne, ef ect o 

he ,?r̂  no o f T c t o s ' t d n ' . " ' " , " " -^ '^^" '^ " " ' ^ ^ ' ^ ' ^ ' ^ ' ^ ' ^ ^ ^ ^ ' ^ ^ ^ penods based on 
T c h e r e d interest oa^^^^^^ ^^'^^^^ ' ° "^""^ °P^^ations (including 
n m J , ^ „ H l TK payments, capital lease pa/ments and severance payments attnbutable ,o items 

E . ^ " '^^ " ^ ' ^ ^ ^ ''^^ ^O'^'^s with cash from operations ca h on 

c r e d ' t f a a i S ' ^ ' " ^ ' ' " ' ' " ^ ^ " ' ^ ' " " ' ^ ' " « ' ' ^ " ^ ^ and borrowings under ifs panJ 

declined''°Thp c l m L ' m ? ' ^ ' ' ^ K ' ^^ ' "^ ' " ^ ^^^^""^^ ° " intennodal business have 
c o m D e t l n Irnm . T f r ^ ^ " attributable, m large part, to substantially mcreased sen/i^e 
S t ie Comnln! I T T J ' "^aior compet,.ois relating lo transit time and consistency a re« n 
c o m n J ^ L T r f l ^ histoncaily lagged certain of its competitors The increasing s e Z ^ 
competition maudmg new single line service provided by the merged BN/ATSF ,s e x L ^ a n ^ 
c o m o P H ' ' " p " " ^ ' " ' ' ' ' ' ^ commodities as the BN/ATSF merge? has crea^d a much'st^onqer 
I n T r n T^ ^ ^ ^ ' 1 ' ' ° " ^ " " ^ P " " ^ ' ° "^P^^^^^ ' ^ " ^ ^ ^ and prtce more aggressively may contmue 
and cou d adversely impact operating results because the Company may not be able toTedure costs 

l l n Z r ""t 'I ' ' ' ' '"^^^^^^^ ^ ^ ' ^ ' ^ ^°'^P«'rtion from t t BN/ATSF meme^ 
expend capital equivalent lo its competitors and compete with equal service ^ 

30 i C Q ^ l L ^ i T o ^ / " ^ ^^"^ """"^""^ ' ^ P " ^ ' '^^^'""^ °^ 5405 4 million and S290 4 million at September 

I abi 1 es a. Septemtle^To r T̂ h ' ' ' ' ' ^ " " ^ " ' ^ ^ " ' "^ '^^^^ 
l c .n 1! September 30 1 This increase included a higher current portion of casuaitv and 
restmctunng reserves (including amounts assoaated with the speaa. charge taken in June 1995) and 
Ob I t ' o ^ r ^ ; ' T ^ ' ' c ' " " ' ' ^" ' ' "^" 'y assoaated with the mcreased capuai ease 
Obligations outstanding at September, 30 1995 compared to September 30, 1994 

rsrnrsar. 'j^^'^Pa^/Z^^e'^ed cash proceeds from sales and retirements of real estate and other 

r e s p e a ' v e r ' " ° ' °^ 1995 an"d °994 

. 1 

1995 Capital Expenditures 

??7nfi ^ r ^ ^ ' ^'^P«"^'^^res (exclusive of capital leases) for the first nine months of 1995 were' 

approtma el Z T a Z > ? J T ° " ^ l ' ^ ' ^ ^ " ^ ^ ' ' "^^ ^^^^^ ^^95 amount ncluded approximatelv $226 0 million for roadway and slmclures, $22 3 million for rebuilt locomotives and 

approx r i e"ly1l'S^^^ ' " ^ ^ ' " " " ^ ' ' ' ' a Z n i ' m c l u d e s 
,1 ' " ^ " ^ ^ y str^JCtures, $42 5 million for rebuilt locomotives and 

J o ^ a d o Dunno hp r 2 " ' ' ' ° " ° ' ''^Provements to a corporate office building m Denver 
U B Z C L ^ I Z ? ^ nrst nine monihs of 1995 the Company rebuilt 57 locomotives compared to 

r " " ^ '^^ ^^^^ P* ' " ^ ^' ' '^Pa^y expects 1995 capital expenditures for 
railroad operations to be approximately $408 million (exclusive of capital leases) " P ^ " ' " ' " ' ' ' 

frp.nhi Z ^ l Company has been engaged in a program lo expand and upgrade its locomotive and 
e C o m o a ™ '^r^ugh capitalized lease Hnanang Dunng the nrst nine months 1995 

I20 new hooLr S ^ i l ! :«^anufactured locomotives 253 of the 282 new locomotives on order 
r ^ n t ^ Z n ^ ; " ""^ ^27 of 1,200 reo^ndrtioned freight cars All of the 
r ! T f I ? ^ . r ^ ' ^ T ' " ^ ^ ^ " ^ ^ ' ° ^ " ^ ^ ' ' ^ by year end The Company has completed 

a"d a 1 : .h'e'new"^:;?" ' ' ^ / f ' ° ' ' ^ ^ ^ ' ^ " ^ ^ ^ °^ remanufactured lor:SmSf « 
and all 0, the new and used hopper cars The totai expected capitalized lease obliaation to be 
incurred m 1995 is approximately $513 million ^-^PK^iizeo iease obligation to be 
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Financing Activities 

Dunng the first nme months of 1995 the Company mcun-ed $465 5 million of capitalized 
lease obligations related to locomotive and freight car acquisitions m September 1995 the 
Company borrowed $150 million under a term loan faality and repaid $50 million previously 
borrowed under the Company's $300 million revolving credit faality The temi loan faality has a final 
matunty date of December 28 1999 and has a vanable mterest rate based on the LIBOR rate plus 
125 basis points or the pnme rale depending on the Company's credit rating At Septemoer 30 
1995, the effeciive interest rate on the tenn loan faality was 7 125% The $300 million revolving 
credit facility has a final matunty date of November 8, 1997 and has a vanable interest rate based on 
the LIBOR rate plus 87 5 basis poinls or the pnme rate depending on the Company's credit rating 
Interest is payable quarterty The Company also repaid $54 2 million of olher debt dunng the 'irs« 
nine months of 1995 

As of September 30, 1995, $465 6 millio" of equipment has been rsceived and mciuded m 
the capital lease obligations incuned dunng the first nine months of 1995 An additional $48 0 million 
cf equipment to be financed under capital leases (including 28 locomotives and approximately 373 
reconditioned freight cars) is expected to be received by year end 

The Company is in the process of replaang its faality to sell accounts receivable which 
expires on November 30, 1995 The new faality would increase the maximum size of the faality 
trom $300 million to $400 million The Company expects lo replace its accounts receivable faality 
pnor to the expiration of its existing facility 

Other 

In November 1994 the Buriington Northem Railroad Company ("BN1 and the Atchison. 
Topeka & Santa Fe Railway Company ("ATSF") filed an application with the Interstate Commerce 
Commission ( " ICO for approval of a proposed merger of the two companies On Apnl 13. 1995, 
the Company entered into an agreement with BN and ATSF to provide trackage and haulage nghts 
over portions of each others rail lines, effective upon the completion of the proposed BN/ATSF 
merger On August 23, 1995, the ICC served a wntten deasion approving the proposed merger 
The deasion was effective September 22, 1995, and on thst date, the BN/ATSF merger was 
consummated 

The Company faces large capital investment requirements in order to meet the challenges of 
ils major competitors, particularty as a result of the recent BN/ATSF merger The increasing service 
competition that has developed and will be accelerating will require substantial additional capital 
expenditures for additional equipment, track improvements and other new faalities and technology 
The Company's two major competitors have substantially stronger cash flow financial capabilities 
and faalities and technology that are more advanced lhan those of the Company The completion of 
the BN/ATSF merger and the integration of that system has occun'ed more quickly than the 
Company initially antiapaled The combined BN/ATSF has become a substantially stronger 
competitor than either railroad was separately The stronger finanaai condition and resources of the 
Company s major competitors will allow them to make more investments designed lo enhance 

,̂  service, attract new customers, gam martlet share and achieve eve'^ more efftaent operations For 
' < the first lime in several years, volumes and revenues on intennodal business have declined The 
; I Company believes this is attnbutable, in large part, to substantially increased service competilion 

, ''•om the Company s major competitors relating lo transit lime and consfSlency, areas in which the 
• Company has histoncally lagged certam of its competitors. This intense service competition. 

I ^ including new single line serv'ice provided by the meiyed BNUATSF, is expected to continue and is 
impacting other commodities as the Bf^ATSF merger has created a much stronger competitor, 
BN/ATSF's ability lo oh'er expanded single line service that the Company cannot offer to rts 
custome.'s will also negatively impact the Company Pressure on the Company to improve service 
and pnce more aggressively may continue and could adversely impact operating results oecause the 
Company may not be able to reduce costs as rapidly as it would have without the increased service 
competition from the BN/ATSF merger, and expend capital equivalent to its competrtors and 
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service enhananXn /s tents necessa^^^^^ T ' ^ ' ' ° ' ' ^ and otner 1̂ y iMvesirnenis necessary to be fully competitive on a stand-alone basis, 

merger o^SPRcInd U P R R ' ! ^ I ' u ° ' ° ' ^ ' ' ^ ^ an agreement providing for the 

E£~BEF-̂ ^̂ ^̂ ^ ~ ~ ,r:£ 
snares ot SPRC rZ.!S77 „ ^ ° ' ' " ° ' ^ l " ' " P( UP common slocK 01 me 

of sua, sha-Vs rtll fc. am ,^,1 .„ „ ° ' » ° " " ' « < ' i ^ a s h ana eO% 

expec , p r r a : , . l r „ r ;SeTc'?Tn' : ;S; ,SrraceXrT" l?,°5" " ° 

HHr~ ̂̂^̂  
lmpa,n , fe 'nTt rTo™*uL ' i« ' ' ' . ' ' - " ' ' t ' ^ " ' " " " " S ' Boan) ,ss„ea Slalemem No 12, 

crp'aTii^-rr— ,. Tne_ 
coven.proT:r;25̂'r:rate;r,̂sT„̂^̂  
per gallon (explpaing hanalmB costs) However ,n lhe e.,enl tna, ?pef pnces Sed7. MloL ,M 

t,nm , f " T i f " " ^ • " ^ agreemems ,ne Compan, will np' recefve an^ Mnrm 
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PART II - OTHER INFORMATION 

ITEM1, LEGAL PROCEEDINGS 

Union Pacific-Missouri Pacific Trackage Rights Compensation - On March 31, 1995, the Company 
and UPRR entered mto an agreement to settle the outstanding litigation which was reported in the 
Company s Annual Report on Form 10-K for the penod ending December 31 1994, relating to the 
compensation SSW would pay for trackage nghts over UPRR lines between Kansas City and Sl 
Louis, Under the settlement agreement the Company p?id UPRR S^o 76 million on Apnl 3, 1995 
and executed a nole agreeing to pay UPRR $30 76 million plus mterest at T"'" on Apnl 3 1996 As 
a result of the settle,ment agreement, both parties dismissed their claims in the ICC and court 
proceedings 

ITEM 6. EXHIBITS AND REPORTS ON FORM 8-K 

(A) On September 6. 1995, the Company filed a Cunent Report on Form 8-K descnbmg the 
proposed UPRR/SPRC merger and lender offer for 25% of the outstanding common stock of the 
Company by UP Acquisition Corporation, 

•n 
7< I 
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SIGNATURE 

Pursuani to the requirements of the Secunties and Exchange Acl of 1934 the Registrant has 
duly caused this report to be signed on its behalf by the undersigned thereunto duly authonzed. 

SOUTHERN PACIFIC RAIL CORPORATION 

Date November 10, 1995 By ISl L C Yart)env 
Vice Presiaent - Finance 

(Pnncipal Finanaai Off.cer) 
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SOUTHERN PACIFIC RAIL CORPORATION 

EXHIBIT INDEX 

Exhibit No Descnption 

^ ̂  Computation of Eamings Per Share 
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Exhibit 11 

.'iOUTH'^'^r! PACIFIC RAIL CORPORATION AND SUBSIDIARY COMPANIES 

COMPUTATION OF FARNINGS PER SHARE 
(In Thousands, Except Per Share Aniounts) 

(Unaudited) 

Thref; Mun'hs Ended Nine Months Ended 
September 30, September 30 

1995 iy.4 1995 2/ 1994 

Average fiUTiiaer of shares outstanding 156 138 155825 156 132 150 256 

Net income (loss): 

Before cumulative effect of change in 

a^^ f ^ ' ^Q^ / $ 1,192 $ 33,513 $ (6,305) $ 97,065 

Cumulative effect Of change in account! o - . (6 054) 

Net income (loss) _S 1 192~ S i T l T " i ~ "(6,309)" S gTpiT " 

Earnings p c share: 

Before cumulatwe effect of ciiange in 

accounting 1/ $ QOI $ 0 22 S (0 04) $ 0 65 

Cumulative effect of change in accou'nling - - . {0 04i 

Net income Ooss) $ 0 01 "$~ 0 22 $ (0 04)" $ o i l " 

1/ The cu.Tiulative effect of a change m accounting for poit-emplcyment bene 
Statement of Finanaai Accounting Standands No, 112 adopted by the Comj 
January 1. 1994 

fits under 
Company effective 

2/ The 1995 nine month net loss amounts includa a $64 628 pretax. $39,552 estimated after 
tax speaal charge 
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A 
SPCSL CORP. 

(A wholly owned subsidiary of 
Southem Pacific Tratisportation Cotnpany) 

COSDESSED FI\A.yCLU ST.ATEMEMS 

(UN.AVDITED) 

SEPTEMBER SO. 1995 
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SPCSL CORP. 
(A wholly owned subsidiary of 

Southem Pacific Transportation Company) 

CONDENSED BALANCE SHEETS 
(Unaudited) 

September 30 December 31, 

ASSETS 

CURRENT ASSETS 
Cash and casn equivalents 
Accounts receivable, net of allowance 

for doubtful accounts 
Accounts receivable from affiliated companies 
Matenals and supplies, at cost 
Prepaid lease costs 
Other current asset'' 

Total current assets 

PROPtRTY, AT COST 
Roadway and stmctures 
Equipment 

Total property 
Less accumulated depreciation 

Property, net 

OTHER ASSETS AND DEFERRED CHARGES 
Prepaid lease costs and land purchase option 
Other 

Total other assets 
Total assets 

1995 1994 
(in millions) 

$ $ -

21 9 23,6 
16.3 15,1 
0.2 -
13 1.3 
0.3 0,3 

40.0 ; 40̂ 3 

90.4 87,4 
0 1 0.1 

90.5 87.5 
10.8 8.3 
79.7 79,2 

0.2 1,2 
0.9 0,5 
^Z^ 1,7 

S ~ 120.8 S 12172 

(continued) 
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SPCSL CORP. 
(A wholly owned subsidiary of 

Southern Pacific Transportation Company) 

CONDENSED BALANCE SHEETS 
(Unaudited) 

LIABJLITIES AND STOCKHOLDERS EQUITY 

CURRENT LIABILITIES 
Accounts and wages payable 
Accrued payables 

Taxes 
Interest 

Accounts payable to affiliates 
Current ponion of long-term debt 
Other cun-ent liabilities 

Total current liabilities 

ADVANCES PAYABLE TO PARENT 

LONG-TERM DEBT 

OTHER LIABILITIES 

STOCKHOLDERS EQUITY 
Common stock 
Additional paid-in capital 
Accurnuiatea deficit 

Total stockholder's eauity 
Total liabilities and stockholder s equity 

Septemoer 30. December 31 
1995 1994 

(in millions) 

S 5.2 $ 5.5 

0.5 0.6 
1.6 15 
4.7 3.9 
0.4 0.6 

20.8 2G.9 
33.2 3:j.d 

38.0 38.0 

44.5 44^ 

2.8 4.2 

34.0 34.0 
_ _ C31.7) _ i32.2J 

2.3 1,£. 
121.2 
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SPCSL CORP 
(A wholly owned subsidiary of 

Southern Pacific Transportation Company) 

CONDENSED STATEMENTS OF OPERATIONS 
(Unaudited! 

Three Months 
E-.Jed September 30 
1995 1994 

Nine Months 
Ended September 30, 

1995 1994 
(in millionsi 

OPERATING REVENUES $ 30,8 S 33.8 S 90,8 S 83,8 
OPERATING EXPENSES 30.0 29.8 85.7 80.0 
OPERATING INCOME 0.8 4.0 5.1 3.8 
OTHER INCOME (EXPENSE), NET (0.1) (0.2) (0.4) (0.5) 
INTEREST EXPENSE 1.5 1,4 4.2 3.5 

INCOME (LOSS) BEFORE INCOME TAXES (0.8) 2.4 0.5 (0.2) 
INCOME TAJCES 

0.2 

NET INCOME (LOSS) $ (03} $ 2.2_ $ 0,5 $ (0.2) 
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SPCSL CORP. 
(A wholly owned subsidiary of 

Southern Pacific Transportation Company) 

CONDENSED STATEMENTS OF CASH FLOWS 
(Unaudited) 

CASH FLOWS FROM OPERATING ACTIVITIES 

Net income (loss) 

Adjustments to nel income (loss) 
Depreciation 
Other adjustments 

Total adjustments 

Net cash provided by (used for) operating activities 

CASH FLOWS FROM INVESTING ACTIV-TIES 

Properly sold aid retired 
Capital expen jitures 

Net cash UL :d for invest' ig activities 

CASH FLOWS FROM FINANCING ACTIVITIES 

Advances fi-om parent 
r-oceeds from issuance of debt 

N et cash provided by financing activities 

NET CHANGE IN CASH AND CASH EQUIVALENTS 

CASH AND CASH EQUIVALENT? BEGINNING OF THE PERIOD 

CASH AND CASH EQUIVALEN 'S-END OF THE PERIOD 

Nine Months 
Ended September 30. 
1995 1994 

(in millions) 

$ 0.5 $ (0 2) 

2.0 1.9 
- 15. I j 

2.0 (3:2) 

2.5 (3.4) 

0.5 1.0 

.13^ - (5.3) 
4.3) 

2.0 
5.7 
7.7 
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