Capacity & Resource Readiness

Rick Wilson T October 6, 2011
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Union Pacific

3 Regions / 21 Service Units / Transportation-Engineering-Mechanical
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2010 Fast Facts (veareng)

AFreight Revenue $16.1 B
ARoute Miles 32,100 in

23 States
ATrack-miles ~51,000
AEmployees 43,500
AAnnual Payroll $3.6B
ACustomers 25,000
ALocomotives 8,100

AOn-Line Freight Cars 245,000
(active inventory)
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Characteristics of a Network

UP network density map, 2010

Source: Coyne, Kevin P., and Dye,
Network-Ba s e d B u s Haneus BusisessdReview, Jan-Feb 1998.
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5 Cr|t| Cal Reso u rces (Lead time for expansion shown in Italic)
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A Service Performance

Track Capacity Concepts A Throughput

A Productivity

Single Track Double Track




UP Business Planning Process

Positioned For Growth
| Market Forecast ‘

'

- T-Plan / Modeling ‘

v

’ Projected Constraints ‘

v

Supply/Demand Analysis
Markets Operation

Y N\

Market Initiatives
Yield Analysis
Market-Train-Slot

Process - Organization -
Technology - Infrastructure

Key OQutcomes

A Process Improvement
Initiatives

A Transportation Plan
A Resource Plan

A Capital Plan

A Commercial Plan

Operating Initiatives

Supply/Demand
Alignment
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Market Momentum 1T Which Way?

7-Day Carloadings (000)
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Investing for the Future

UP Capital Investment*

$3.5 $33 Billion

$3.0 -

$2.5 -

$2.0 -
$1.5 -
$1.0 -

$0.5 -

$0.0 -
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*Includes cash capital, leases and other non-cash capital
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Investing to Create Customer Value

Customer Satisfaction Index
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Missouri River Flooding T Summer 2011

AEmploying surge resources
ARapid response
AKeeping customer shipments moving
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Flood Challenge

O Flood threats addressed Threats
® Falls City Sub out 6/28-7/25
® River Sub out 6/30-7/23 APreserved vital Central Corridor

Twin Cities

AWorked around Falls City & River
Chicago SUbS

Salt Lake

Actions
ALifted track 24X7 under traffic

Kansas
City

A ~75 miles, half mm tons rock

APlanned alternate routes

Alncluding other railroads

AApplied surge resources
A330 TEY crew, 120 locomotives
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Raising Track Level
Near Missouri Valley, IA

Main Track 1 Raised,

‘ Main Track 2 not yet surfaced ,
A not yet raised ? ‘

Sunday, 06-12-11
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Raising Trackion FallstCity: Sub
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Texas Drought Impact
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/ == Drought Related
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Number of
slow orders /-/\"’ Highlights not to scale
200 in_ South \ '

Sunken track caused by drought
Result: Slow order
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Building Network Capacity

A Standard Work

AResource Readiness
AManage Variability
ALeverage Technology

ACapital Effectiveness

A Standardize work processes

A Terminal & work event process /
throughput improvement

A Continuous improvement

A Engaged employees!

Standard Work Sheet

Inbound Inspecticn

- ¢ ¥ = o

Work Steps

o
S =

Houston Standard Work Team
Revised (07-22-10)
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Building Network Capacity

AStandard Work TE&YEmplovees

Aln training pipeline ~500
AcCurrentfurloughs ~730

AResource Readiness

Locomotives

] o ACurrentstored ~600
A Man ag e Va.r | ab | | |ty ANew deliveries 65 of 100
Freight Cars
ALeverage Technology P ——
ANew deliveries** 1,500/
5,800

ACapital Effectiveness
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Building Network Capacity

A Standard Work

AResource Readiness

A Locomotive failures
A Maintenance scheduling / throughput

A UDE / Operating practice disruptions

A Signal / track failures

AManage Variability

ALeverage Technology

ACapital Effectiveness
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