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Documents Incorporated by Reference Portions of the registrant s definitive Proxy Statement for the Annual Meeting of Shareholders to be
held on May 1, 2008, are incorporated by reference into Part III of this report. The registrant s Proxy Statement will be filed with the Securities
and Exchange Commission pursuant to Regulation 14A.
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PARTI

Item 1. Business
GENERAL

Union Pacific Corporation owns one of America s leading transportation companies. Its principal operating company, Union Pacific Railroad
Company, links 23 states in the western two-thirds of the country and serves the fastest-growing U.S. population centers. Union Pacific Railroad
Company s diversified business mix includes agricultural products, automotive, chemicals, energy, industrial products, and intermodal. It offers
competitive long-haul routes from all major West Coast and Gulf Coast ports to eastern gateways. Union Pacific Railroad Company connects
with Canada s rail systems and is the only railroad serving all six major gateways to Mexico, making it North America s premier rail franchise.

Union Pacific Corporation was incorporated in Utah in 1969 and maintains its principal executive offices at 1400 Douglas Street, Omaha, NE
68179. The telephone number at that address is (402) 544-5000. The common stock of Union Pacific Corporation is listed on the New York
Stock Exchange (NYSE) under the symbol UNP .

For purposes of this report, unless the context otherwise requires, all references herein to UPC , Corporation , we , us ,and our shall mean U
Pacific Corporation and its subsidiaries, including Union Pacific Railroad Company, which we separately refer to as UPRR or the Railroad .

Available Information Our Internet website is www.up.com. We make available free of charge on our website (under the Investors caption
link) our Annual Reports on Form 10-K; our Quarterly Reports on Form 10-Q; our current reports on Form 8-K; our proxy statements; Forms 3,
4, and 5, filed on behalf of directors and executive officers; and amendments to such reports filed or furnished pursuant to the Securities
Exchange Act of 1934, as amended (the Exchange Act), as soon as reasonably practicable after such material is electronically filed with, or
furnished to, the Securities and Exchange Commission (SEC). We also make available on our website previously filed SEC reports and exhibits
via a link to EDGAR on the SEC s Internet site at www.sec.gov. Additionally, our corporate governance materials, including By-Laws, Board
Committee charters, governance guidelines and policies, and codes of conduct and ethics for directors, officers, and employees are available on
our website. From time to time, the corporate governance materials on our website may be updated as necessary to comply with rules issued by
the SEC and the NYSE or as desirable to promote the effective and efficient governance of our company. Any security holder wishing to
receive, without charge, a copy of any of our SEC filings or corporate governance materials should send a written request to: Secretary, Union
Pacific Corporation, 1400 Douglas Street, Omaha, NE 68179.

We have included the Chief Executive Officer (CEO) and Chief Financial Officer certifications regarding our public disclosure required by
Section 302 of the Sarbanes-Oxley Act of 2002 as Exhibits 31(a) and (b) to this report. Additionally, we filed with the NYSE the CEO s
certification regarding our compliance with the NYSE s Corporate Governance Listing Standards (Listing Standards) pursuant to
Section 303A.12(a) of the Listing Standards, which was dated May 9, 2007, and indicated that the CEO was not aware of any violations of the
Listing Standards by the Corporation.

References to our website address in this report, including references in Management s Discussion and Analysis of Financial Condition and
Results of Operations, Item 7, are provided as a convenience and do not constitute, and should not be deemed, an incorporation by reference of
the information contained on, or available through, the website. Therefore, such information should not be considered part of this report.
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The Railroad, along with its subsidiaries and rail affiliates, is our one reportable operating segment. Although revenue is analyzed by commodity
group, we analyze the net financial results of the Railroad as one segment due to the integrated nature of our rail network. Additional
information regarding our business and operations, including revenue and financial information and data and other information regarding
environmental matters, is presented in Selected Financial Data, Item 6; Management s Discussion and Analysis of Financial Condition and
Results of Operations, Item 7; and the Financial Statements and Supplementary Data, Item 8.

Operations UPRR is a Class I railroad operating in the United States.

We have 32,205 route miles, linking Pacific Coast and Gulf Coast ports

with the Midwest and eastern United States gateways and providing

several corridors to key Mexican gateways. We serve the western

two-thirds of the country and maintain coordinated schedules with other

rail carriers to move freight to and from the Atlantic Coast, the Pacific

Coast, the Southeast, the Southwest, Canada, and Mexico. Export and

import traffic moves through Gulf Coast and Pacific Coast ports and

across the Mexican and Canadian borders. Our freight traffic consists of

bulk, manifest, and premium business. Bulk traffic is primarily coal,

grain, rock, or soda ash in unit trains trains transporting a single

commodity from one source to one destination. Manifest traffic is

individual carload or less than train-load business, including commodities

such as lumber, steel, paper, and food. The transportation of finished

vehicles and intermodal containers is part of our premium business. In

2007, we generated commodity revenue totaling $15.5 billion from the

following six commodity groups:

Agricultural  Transporting agricultural products, including whole grains, commodities produced from these grains, and food and beverage
products, provided 17% of our 2007 commodity revenue. With access to most major grain markets, we provide a critical link between the
Midwest and western producing areas and export terminals in the Pacific Northwest (PNW) and Gulf ports, as well as Mexico. Unit trains of
grain efficiently shuttle between producers and export terminals or domestic markets. We also serve significant domestic markets, including
grain processors, animal feeders, and ethanol producers in the Midwest, West, South, and Rocky Mountain states. Primary food commodities
consist of a variety of fresh and frozen fruits and vegetables, dairy products, and beverages, which are moved to major U.S. population centers
for consumption. Express Lane and our Produce Unit Train, our premium perishables services that move fruits and vegetables from the PNW
and California with priority service to destinations in the East, compete with the trucking industry. We transport frozen meat and poultry to the
West Coast ports for export, while beverages, primarily beer, enter the U.S. from Mexico.

Automotive We are the largest automotive carrier west of the Mississippi River, serving seven vehicle assembly plants and distributing imported
vehicles from six West Coast ports and Houston. We off-load finished vehicles at 38 vehicle distribution centers for delivery by truck to all
major western U.S. cities. In addition to transporting finished vehicles, we provide expedited handling of automotive parts in both boxcars and
intermodal containers to several assembly plants. We carry automotive materials bound for assembly plants in Mexico, the U.S., and Canada,
and we also transport finished vehicles from manufacturing facilities in Mexico. In 2007, transportation of finished vehicles and automotive
materials accounted for 9% of our commodity revenue.

Chemicals Transporting chemicals provided 15% of our commodity revenue in 2007. Our franchise enables us to serve the chemical producing
areas along the Gulf Coast, as well as the Rocky Mountain region. Two-
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thirds of the chemicals business consists of liquid and dry chemicals, plastics, and liquid petroleum products. In addition to transporting plastics,
customers also leverage our storage-in-transit yards for intermediate storage of plastic resins. Soda ash shipments originate in southwestern
Wyoming and California destined primarily for glass producing markets in the East, the West, and abroad. Fertilizer movements originate
primarily in the Gulf Coast region, as well as the West and Canada, bound for major agricultural users in the Midwest and the western U.S.

Energy Coal transportation accounted for 20% of our 2007 commodity revenue. Our geographic network allows us to transport coal destined for
utilities and industrial facilities in 27 states, as well as to the Gulf and rail/barge/ship facilities on the Mississippi and Ohio Rivers and the Great
Lakes. We serve mines located in the Southern Powder River Basin of Wyoming (SPRB), Colorado, Utah, southern Wyoming, and southern
Illinois. SPRB coal represents the largest growth segment of the market, as utilities continue to favor its lower cost and low-sulfur content.

Industrial Products Our extensive network enables our industrial products group to move numerous commodities between thousands of origin
and destination points throughout North America. Lumber shipments originate primarily in the PNW and Canada for destinations throughout the
United States for new home construction and repair and remodeling. Commercial and highway construction drives shipments of steel and
construction products, consisting of rock, cement, and roofing materials. Paper and consumer goods, including furniture and appliances, are
shipped to major metropolitan areas for consumers. Nonferrous metals and industrial minerals are moved for industrial manufacturing. In
addition, we provide efficient and safe transportation for government entities and waste companies. In 2007, transporting industrial products
provided 20% of our commodity revenue.

Intermodal  Our intermodal business, which represented 19% of our 2007 commodity revenue, includes international, domestic, and premium
shipments. International business consists of imported container traffic that arrives at West Coast ports via steamship for destinations throughout
the United States. Domestic business includes domestic container and trailer traffic for intermodal marketing companies (primarily shipper
agents and consolidators) and truckload carriers. Less-than-truckload and package carriers with time-sensitive business requirements account for
the majority of our premium service.

Seasonality Some of the commodities we carry have peak shipping seasons, reflecting either or both the nature of the commodity, such as
certain agricultural and food products that have specific growing and harvesting seasons, and the demand cycle for the commodity, such as
intermodal traffic, which generally has a peak shipping season during the third quarter to meet holiday-related demand for consumer goods
during the fourth quarter. The peak shipping seasons for these commodities can vary considerably from year to year depending upon various
factors, including the strength of domestic and international economies and currencies and the strength of harvests and market prices of
agricultural products. In response to an annual request delivered by the Surface Transportation Board (STB) to all of the Class I railroads
operating in the U.S., we issue a letter during the third quarter detailing our plans for handling traffic during the third and fourth quarters and
providing other information requested by the STB.

Working Capital We currently have, and historically have had, a working capital deficit, which is common in our industry and does not
indicate a lack of liquidity or financial stability. We maintain adequate resources to meet our daily cash requirements, and we have sufficient
financial capacity to satisfy our current liabilities.

Competition We are subject to competition from other railroads, motor carriers, ship and barge operators, and pipelines. Our main rail
competitor is Burlington Northern Santa Fe Corporation. Its rail subsidiary, BNSF Railway Company (BNSF), operates parallel routes in many
of our main traffic corridors. In addition, we operate in corridors served by other railroads and motor carriers. Motor carrier competition is
particularly strong for five of our six commodity groups (excluding energy). Because of the proximity of our routes to major inland and Gulf
Coast waterways, barge competition can be particularly effective, especially for grain and bulk commodities. In addition to price competition,
we face competition with respect to transit times and quality and reliability of service. While we must build or acquire and maintain our rail
system, trucks and
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barges are able to use public rights-of-way maintained by public entities. Any future improvements or expenditures materially increasing the
quality or reducing the costs of these alternative modes of transportation, or legislation releasing motor carriers from their size or weight
limitations, could have a material adverse effect on our business.

Equipment Suppliers We depend on two key domestic suppliers of locomotives. Due to the capital intensive nature and sophistication of this
equipment, potential new suppliers face high barriers to entry with respect to this industry. Therefore, if one of these domestic suppliers
discontinues manufacturing locomotives, we could experience a significant cost increase and risk reduced availability of the locomotives that are
necessary to our operations.

Employees Approximately 86% of our 50,089 full-time-equivalent employees are represented by 14 major rail unions. In January 2005, the
U.S. railroads began the current round of negotiations with the unions. In June 2007, the Brotherhood of Locomotive Engineers and Trainmen,
the Brotherhood of Maintenance of Way Employees, the Brotherhood of Railway Signalmen, the National Conference of Firemen and Oilers,
the International Brotherhood of Boilermakers and Blacksmiths, and the Sheet Metal Workers ratified a five-year agreement that provides for
wage increases and increased employee health and welfare cost sharing. The annual wage increases (including retroactive increases) are as
follows: July 2005 2.5%; July 2006 3.0%; July 2007 3.0%; July 2008 4.0%; July 2009 4.5%. A second bargaining group consisting of the
Transportation Communications International Union, the Brotherhood of Railway Carman, and the International Brotherhood of Electrical
Workers ratified the same agreement in September of 2007. However, the International Association of Machinists (IAM) failed to ratify this
agreement in September. We also settled with the American Railway and Airway Supervisors Association in September. We reached a tentative
agreement with the United Transportation Union in January of 2008. Therefore, we remain in negotiations with the IAM and United Supervisors
Council of America (Yardmasters). Existing agreements with these two unions continue in effect until new agreements are reached or the
Railway Labor Act s procedures (which include mediation, cooling-off periods, and the possibility of Presidential intervention) are exhausted.
Contract negotiations with the various unions generally take place over an extended period of time, and we rarely experience work stoppages
during negotiations. The current agreements provide for periodic cost of living increases until new agreements are reached.

GOVERNMENTAL AND ENVIRONMENTAL REGULATION

Governmental Regulation Our operations are subject to a variety of federal, state, and local regulations, generally applicable to all businesses
(see also the discussion of certain regulatory proceedings in Legal Proceedings, Item 3).

The operations of the Railroad are subject to the regulatory jurisdiction of the STB of the United States Department of Transportation (DOT).
The operations of the Railroad are also subject to the regulations of the Federal Railroad Administration of the DOT and other federal and state
agencies. The STB has jurisdiction over rates charged on certain regulated rail traffic; freight car compensation; transfer, extension, or
abandonment of rail lines; and acquisition of control of rail common carriers. On January 26, 2007, the STB issued a decision limiting the
manner in which U.S. railroads can calculate fuel surcharges on traffic regulated by the STB, and we have complied with this regulation. The
STB also has adopted new mechanisms for regulating some of our rates, adopted a new methodology for calculating the cost of capital for
railroads, and expanded its review of line sales and leases. Various appeals may affect these regulations prior to final implementation.

DOT, the Occupational Safety and Health Administration, and the Department of Homeland Security, along with other federal agencies, have
jurisdiction over certain aspects of safety, movement of hazardous materials, movement and disposal of hazardous waste, emissions
requirements, and equipment standards. Various state and local agencies have jurisdiction over disposal of hazardous waste and seek to regulate
movement of hazardous materials in areas not otherwise preempted by federal law.
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Environmental Regulation We are subject to extensive federal and state environmental statutes and regulations pertaining to public health and
the environment. The statutes and regulations are administered and monitored by the Environmental Protection Agency (EPA) and by various
state environmental agencies. The primary laws affecting our operations are the Resource Conservation and Recovery Act, regulating the
management and disposal of solid and hazardous wastes; the Comprehensive Environmental Response, Compensation, and Liability Act,
regulating the cleanup of contaminated properties; the Clean Air Act, regulating air emissions; and the Clean Water Act, regulating waste water
discharges.

Information concerning environmental claims and contingencies and estimated remediation costs is set forth in Management s Discussion and
Analysis of Financial Condition and Results of Operations Critical Accounting Policies Environmental, Item 7.

Item 1A. Risk Factors

The information set forth in this Item 1A should be read in conjunction with the rest of the information included in this report, including Item 7,
Management s Discussion and Analysis of Financial Condition and Results of Operations, and Item 8, Financial Statements and Supplementary
Data.

We Are Subject to Significant Governmental Regulation ~We are subject to governmental regulation by a significant number of federal, state, and
local authorities covering a variety of health, safety, labor, environmental (as discussed below), and other matters. Many laws and regulations
require us to obtain and maintain various licenses, permits, and other authorizations, and we cannot guarantee that we will continue to be able to
do so. Our failure to comply with applicable laws and regulations could have a material adverse effect on us. Governments may change the
legislative or regulatory frameworks within which we operate without providing us any recourse to address any adverse effects on our business,
including, without limitation, regulatory determinations or rules regarding dispute resolution, business relationships with other railroads,
calculation of our cost of capital or other inputs relevant to determining or estimating our revenue adequacy, and costs and expenses. Increased
regulation of the rail industry likely would restrict our ability to determine prices for certain rail services, affect our ability to control traffic
volume, and reduce capital spending on our rail network, facilities and equipment, resulting in a material adverse effect on our results of
operations, financial condition, and liquidity. Additionally, one or more consolidations of Class I railroads could lead to increased regulation of
the rail industry.

We May Be Affected by General Economic Conditions Prolonged negative changes in domestic and global economic conditions affecting the
producers and consumers of the commodities we carry may have a material adverse effect on our results of operations, financial condition, and
liquidity.

We May Be Subject to Various Claims and Lawsuits That Could Result in Significant Expenditures  The nature of our business exposes us to the
potential for various claims and litigation related to labor and employment, personal injury, property damage, environmental liability, and other
matters. Any material changes to litigation trends or a catastrophic rail accident or series of accidents involving any or all of property damage,
personal injury, and environmental liability could have a material adverse effect on our results of operations, financial condition, and liquidity.

We Are Required to Transport Hazardous Materials ~ Federal laws require railroads, including us, to transport hazardous materials regardless of
risk or potential exposure of loss. Any rail accident or other incident or accident on our network, at our facilities, or at the facilities of our
customers involving the release of hazardous materials, including toxic inhalation hazard (or TIH) materials such as certain chlorine compounds,
could involve significant costs and claims for personal injury, property damage, and environmental penalties and remediation, which could have
a material adverse effect on our results of operations, financial condition, and liquidity.

We Must Manage Both Significant Demand for Our Services and Network Capacity We may experience network difficulties, including
congestion and reduced velocity, which may compromise the level of service we
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provide to our customers. This level of demand may compound the impact of weather and weather-related events on our operations and velocity.
Although we continue to improve our transportation plan, add capacity, and improve operations at our yards and other facilities, we cannot be
sure that these measures will fully or adequately address any service shortcomings. We may experience other difficulties related to network
capacity, dramatic and unplanned increases or decreases of demand for rail service with respect to one or more of our commodity groups, or
other events that could have a negative impact on our operational efficiency, any of which could have a material adverse effect on our results of
operations, financial condition, and liquidity.

Severe Weather Could Result in Significant Business Interruptions and Expenditures Severe weather conditions, events, and other natural
phenomena, including earthquakes, hurricanes, fires, floods, mudslides or landslides, extreme temperatures, and significant precipitation may
cause business interruptions, including line outages on our rail network that can adversely affect our entire rail network and result in increased
costs, increased liabilities, and decreased revenue, which could have a material adverse effect on our results of operations, financial condition,
and liquidity.

Strikes or Work Stoppages Could Adversely Affect Our Operations as the Majority of Our Employees Belong to Labor Unions and Labor
Agreements We are a party to collective bargaining agreements with various labor unions. Disputes with regard to the terms of these agreements
or our potential inability to negotiate acceptable contracts with these unions could result in, among other things, strikes, work stoppages, or other
slowdowns by the affected workers. If unionized workers were to engage in a strike, work stoppage, or other slowdown, or other employees
were to become unionized, we could experience a significant disruption of our operations or higher ongoing labor costs, either of which could
have a material adverse effect on our results of operations, financial condition, and liquidity. Additionally, future national labor agreements, or
renegotiation of labor agreements or provisions of labor agreements, could compromise our service reliability and significantly increase our
costs for healthcare, wages, and other benefits, which could have a material adverse impact on our results of operations, financial condition, and
liquidity.

The Availability of Qualified Personnel Could Adversely Affect Our Operations Changes in demographics, training requirements, and the
availability of qualified personnel could negatively affect our ability to meet demand for rail service. Unpredictable increases in demand for rail
services and a lack of network fluidity may exacerbate such risks, which could have a negative impact on our operational efficiency and
otherwise have a material adverse effect on our results of operations, financial condition, and liquidity.

We Rely on Technology and Technology Improvements in Our Business Operations We rely on information technology in all aspects of our
business. If we do not have sufficient capital to acquire new technology or if we are unable to implement new technology, we may suffer a
competitive disadvantage within the rail industry and with companies providing other modes of transportation service, which could have a
material adverse effect on our results of operations, financial condition, and liquidity. Additionally, if we experience significant disruption or
failure of one or more of our information technology systems, including computer hardware, software, and communications equipment, we
could experience a service interruption, safety failure, security breach, or other operational difficulties, which could have a material adverse
impact on our results of operations, financial condition, and liquidity.

We Are Subject to Significant Environmental Laws and Regulations Our operations are subject to extensive federal, state, and local
environmental laws and regulations concerning, among other things, emissions to the air; discharges to waters; handling, storage, transportation,
and disposal of waste and other materials; and hazardous material or petroleum releases. We generate and transport hazardous and
non-hazardous waste in our operations, and we did so in our former operations. Environmental liability can extend to previously owned or
operated properties, leased properties, and properties owned by third parties, as well as to properties we currently own. Environmental liabilities
have arisen and may also arise from claims asserted by adjacent landowners or other third parties in toxic tort litigation. We have been and may
be subject to allegations or findings that we have violated, or are strictly liable under, these laws or regulations. We could incur significant costs
as a result of any of the foregoing, and we may be required to incur significant expenses to investigate
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and remediate known, unknown, or future environmental contamination, which could have a material adverse effect on our results of operations,
financial condition, and liquidity.

We May Be Affected by Climate Change and Market or Regulatory Responses to Climate Change Climate change, including the impact of
global warming, could have a material adverse effect on our results of operations, financial condition, and liquidity. Restrictions, caps, taxes, or
other controls on emissions of greenhouse gasses, including diesel exhaust, could significantly increase our operating costs. Restrictions on
emissions could also affect our customers that (a) use commodities that we carry to produce energy, (b) use significant amounts of energy in
producing or delivering the commodities we carry, or (c) manufacture or produce goods that consume significant amounts of energy or burn
fossil fuels, including chemical producers, farmers and food producers, and automakers and other manufacturers. Significant cost increases,
government regulation, or changes of consumer preferences for goods or services relating to alternative sources of energy or emissions
reductions could materially affect the markets for the commodities we carry, which in turn could have a material adverse effect on our results of
operations, financial condition, and liquidity. Government incentives encouraging the use of alternative sources of energy could also affect
certain of our customers and the markets for certain of the commodities we carry in an unpredictable manner that could alter our traffic patterns,
including, for example, the impacts of ethanol incentives on farming and ethanol producers. Finally, we could face increased costs related to
defending and resolving legal claims and other litigation related to climate change and the alleged impact of our operations on climate change.
Any of these factors, individually or in operation with one or more of the other factors, or other unforeseen impacts of climate change could
reduce the amount of traffic we handle and have a material adverse effect on our results of operations, financial condition, and liquidity.

Rising or Elevated Fuel Costs and Whether We Are Able to Mitigate These Costs with Fuel Surcharges Could Materially and Adversely Affect
Our Business Fuel costs constitute a significant portion of our transportation expenses. Diesel fuel prices are subject to dramatic fluctuations,
and significant price increases could have a material adverse effect on our operating results. Although we currently are able to recover a
significant amount of our increased fuel expenses through revenue from fuel surcharges, we cannot be certain that we will always be able to
mitigate rising or elevated fuel costs through surcharges. Future market conditions or legislative or regulatory activities could adversely affect
our ability to apply fuel surcharges or adequately recover increased fuel costs through fuel surcharges. International, political, and economic
circumstances affect fuel prices and supplies. Weather can also affect fuel supplies and limit domestic refining capacity. If a fuel supply shortage
were to arise higher fuel prices could, despite our fuel surcharge programs, have a material adverse effect on our results of operations, financial
condition, and liquidity.

We Face Competition from Other Railroads and Other Transportation Providers We face competition from other railroads, motor carriers,
ships, barges, and pipelines. In addition to price competition, we face competition with respect to transit times and quality and reliability of
service. While we must build or acquire and maintain our rail system, trucks and barges are able to use public rights-of-way maintained by
public entities. Any future improvements or expenditures materially increasing the quality or reducing the cost of alternative modes of
transportation, or legislation releasing motor carriers from their size or weight limitations, could have a material adverse effect on our results of
operations, financial condition, and liquidity. Additionally, any future consolidation of the rail industry could materially affect the competitive
environment in which we operate.

We Are Subject to Legislative, Regulatory, and Legal Developments Involving Taxes Taxes are a significant part of our expenses. We are
subject to federal and state income, payroll, property, sales and use, fuel, and other types of taxes. Any or all changes in tax rates, enactment of
new tax laws, revisions of tax regulations, and claims or litigation with taxing authorities could result in substantially higher taxes and, therefore,
could have a material adverse effect on our results of operations, financial condition, and liquidity.

We Utilize Capital Markets We rely on the capital markets to provide some of our capital requirements, including the issuance of long-term debt
instruments and commercial paper from time to time, as well as the sale of certain of our receivables. Significant instability of the capital
markets or deterioration of our financial condition due to internal or external factors could restrict or prohibit our access to commercial paper
and

Table of Contents 11



Edgar Filing: UNION PACIFIC CORP - Form 10-K

Table of Conten

other financing sources and reduce our credit ratings below investment grade, which would prohibit us from utilizing our sale of receivables
program and significantly increase the costs associated with issuing both commercial paper and long-term debt.

We Are Dependent on Two Key Domestic Suppliers of Locomotives  Due to the capital intensive nature and sophistication of locomotive
equipment, potential new suppliers face high barriers to entry with respect to this industry. Therefore, if one of these domestic suppliers
discontinues manufacturing locomotives, we could experience a significant cost increase and risk reduced availability of the locomotives that are
necessary to our operations.

We May Be Affected by Acts of Terrorism, War, or Risk of War  Our rail lines, facilities, and equipment, including rail cars carrying hazardous
materials, could be direct targets or indirect casualties of terrorist attacks. Terrorist attacks, or other similar events, any government response
thereto, and war or risk of war may adversely affect our results of operations, financial condition, and liquidity. In addition, insurance premiums
for some or all of our current coverages could increase dramatically, or certain coverages may not be available to us in the future.

Item 1B. Unresolved Staff Comments
None.
Item 2. Properties

We employ a variety of assets in the management and operation of our rail business. Our rail network links 23 states in the western two-thirds of
the U.S.

10
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Track Our rail network includes 32,205 route miles. We own 26,354 miles and operate on the remainder pursuant to trackage rights or leases.
The following table describes track miles at December 31, 2007 and 2006.

2007 2006
Route miles 32,205 32,339
Other main line 6,404 6,295
Passing lines and turnouts 3,021 2,962
Switching and classification yard lines 9,270 10,000
Total 50,900 51,596

Harriman Dispatching Center The Harriman Dispatching Center (HDC), located in Omaha, Nebraska, is our primary dispatching facility. It is
linked to regional dispatching and locomotive management facilities at various locations along our network. The HDC moves locomotives and
trains, manages traffic on our network, and coordinates interchanges with other railroads. Over 700 employees currently work on-site in the
facility.

Rail Facilities In addition to our track structure, we operate numerous facilities, including terminals for intermodal and other freight; rail yards
for train-building, switching, storage-in-transit (the temporary storage of customer goods in rail cars prior to shipment) and other activities;
offices to administer and manage our operations; dispatch centers to direct traffic on our rail network; crew quarters to house train crews along
our network; and shops and other facilities for fueling, maintenance, and repair of locomotives and repair and maintenance of rail cars and other
equipment. The following tables include the major yards and terminals on our system:

Avg. Daily

Car Volume
Top 10 Classification Yards 2007 2006
North Platte, Nebraska 2,700 2,900
North Little Rock, Arkansas 1,600 1,600
Proviso (Chicago), Illinois 1,600 1,700
Roseville, California 1,400 1,400
Englewood (Houston), Texas 1,300 1,400
West Colton, California 1,300 1,300
Livonia, Louisiana 1,300 1,400
Pine Bluff, Arkansas 1,300 1,300
Fort Worth, Texas 1,200 1,300
Neff (Kansas City), Missouri 1,000 1,000
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Annual Lifts
Top 10 Intermodal Terminals 2007 2006
ICTF (Los Angeles), California 719,000 725,000
Marion (Memphis), Tennessee 414,000 406,000
East Los Angeles, California 360,000 329,000
Global IT (Chicago), Illinois 353,000 297,000
Global I (Chicago), Illinois 310,000 321,000
Dallas, Texas 292,000 284,000
Seattle, Washington 250,000 238,000
Yard Center (Chicago), Illinois 238,000 248,000
Oakland, California 236,000 268,000
Englewood (Houston), Texas 214,000 206,000

Rail Equipment Our equipment includes owned and leased locomotives and rail cars; heavy maintenance equipment and machinery; other
equipment and tools in our shops, offices, and facilities; and vehicles for maintenance, transportation of crews, and other activities. As of
December 31, 2007, we owned or leased the following units of equipment:

Average
Locomotives Owned Leased Total Age (yrs.)
Road 4,330 3,704 8,034 14.8
Switching 488 32 520 30.5
Other 112 55 167 20.6
Total locomotives 4,930 3,791 8,721 N/A

Average
Freight cars Owned Leased Total Age (yrs.)
Covered hopper 13,864 21,573 35,437 28.7
Open hoppers 13,431 5,216 18,647 28.6
Gondolas 7,639 6,141 13,780 26.6
Boxcars 8,132 4,140 12,272 27.1
Mechanical refrigerated 3,309 5,291 8,600 22.3
Flat cars 3,687 1,149 4,836 30.2
Other 127 585 712 N/A
Total freight cars 50,189 44,095 94,284 N/A

Capital Expenditures Our rail network requires significant annual capital investments for maintenance, improvement, and expansion. These
investments maintain and enhance safe operations, support the transportation needs of our customers, and improve our operational efficiency.
Additionally, we add new locomotives and freight cars to our fleet to replace older, less efficient equipment, to support growth and customer
demand, and to reduce our impact on the environment through the acquisition of more fuel efficient and low emission locomotives, including
yard engines that use new hybrid technology.

2007 Capital Expenditures During 2007, we made capital investments totaling $3.1 billion, which included cash spending of $2.5 billion (see
the capital expenditures table in Management s Discussion and Analysis of Financial Condition and Results of Operations Liquidity and Capital
Resources  Financial Condition, Item 7). We also acquired 259 locomotives and 150 freight cars under long-term operating leases with an
aggregate net present value of $434 million. We procured an additional 56 locomotives and other equipment through capital lease financings
valued at $82 million.
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Sunset Corridor Expansion One of our critical routes is the Sunset Corridor, a 760-mile route running between Los Angeles and El Paso,
Texas. This heavily traveled corridor carries about 20 percent of our traffic, including a significant amount of intermodal traffic. In 2007, we
added 33 miles of double track to the corridor, which now includes nearly 410 miles of double track (approximately 54% of the route).

SPRB Joint-Line Expansion An important part of our franchise is our access to the coal-producing SPRB through a joint line, which we own
with BNSF (the Joint Line). In addition to the significant annual maintenance required on the Joint Line (due to the volume of trains, the weight
of loaded coal cars, and the impact of coal dust on rail beds), a capacity expansion project is underway. During 2007, we completed the
installation of additional main line track so the entire Joint Line now has triple track.

2008 Capital Expenditures In 2008, we expect to make capital investments of approximately $3.1 billion (which may be revised if revenue,
tax, and business conditions require changing, or new laws or regulations affect our ability to generate sufficient returns on, these investments).
See discussion of our 2008 capital plan in Management s Discussion and Analysis of Financial Condition and Results of Operations 2008
Outlook, Item 7.

Equipment Encumbrance Equipment with a carrying value of approximately $2.8 billion at both December 31, 2007 and 2006 serves as
collateral for capital leases and other types of equipment obligations in accordance with the secured financing arrangements utilized to acquire
such railroad equipment.

As a result of the merger of Missouri Pacific Railroad Company (MPRR) with and into UPRR on January 1, 1997, and pursuant to the
underlying indentures for the MPRR mortgage bonds, UPRR must maintain the same value of assets after the merger in order to comply with the
security requirements of the mortgage bonds. As of the merger date, the value of the MPRR assets that secured the mortgage bonds was
approximately $6.0 billion. In accordance with the terms of the indentures, this collateral value must be maintained during the entire term of the
mortgage bonds irrespective of the outstanding balance of such bonds.

Certain of our properties are subject to federal, state, and local laws and regulations governing the protection of the environment (see discussion
of environmental issues in Business Governmental and Environmental Regulation, Item 1, and Management s Discussion and Analysis of
Financial Condition and Results of Operations Critical Accounting Policies Environmental, Item 7).

Item 3. Legal Proceedings

From time to time, we are involved in legal proceedings, claims, and litigation that occur in connection with our business. Management routinely
assesses our liabilities and contingencies in connection with these matters based upon the latest available information. Consistent with SEC rules
and requirements, we describe below material pending legal proceedings (other than ordinary routine litigation incidental to our business),
material proceedings known to be contemplated by governmental authorities, other proceedings arising under federal, state, or local
environmental laws and regulations (including governmental proceedings involving potential fines, penalties, or other monetary sanctions in
excess of $100,000) and such other pending matters that we may determine to be appropriate.

Environmental Matters

As we reported in our Quarterly Report on Form 10-Q for the quarter ended September 30, 2007, the Railroad received notice from the Army
Corps of Engineers (the Corps) that, during its construction efforts to restore service to the Caliente Subdivision after severe flooding in January
2005, the Railroad may have exceeded its authority under emergency authorizations and permits issued by the Corps. Subsequently, the Corps
referred the matter to the EPA, which has demanded that the Railroad repair claimed impacts to the adjacent waterway, perform compensatory
mitigation, and pay a civil penalty in connection with this project and related storm water issues. The Railroad and the EPA have discussed the
scope of additional work to be performed by the Railroad to address alleged impacts of its construction activities, as well as compensatory

13

Table of Contents 15



Edgar Filing: UNION PACIFIC CORP - Form 10-K

Table of Conten

mitigation and potential penalties. To date, we have not reached an agreement with the EPA, and, therefore, the ultimate amount of the civil
penalty cannot be determined. However, the penalty component of the settlement will exceed $100,000.

As we reported in our Quarterly Report on Form 10-Q for the quarter ended September 30, 2004, the Illinois Attorney General s office filed an
Agreed Order and Complaint and a Complaint for Injunctive and Other Relief on October 7, 2004, in the Circuit Court for the Twentieth Judicial
Circuit (St. Clair County) against The Alton & Southern Railway Company, a wholly-owned subsidiary of the Railroad, as a result of a collision
and derailment on September 21, 2004. The State of Illinois seeks to enjoin The Alton & Southern Railway Company from further violations, as
well as a monetary penalty. The Railroad reached a tentative agreement with the State of Illinois that will require the payment of a penalty in the
amount of $48,000. The agreement should be executed in the first quarter of 2008.

As we reported in our Annual Report on Form 10-K for 2005, the EPA considers the Railroad a potentially responsible party for the Omaha
Lead Site. The Omaha Lead Site consists of approximately 12,800 acres of residential property in the eastern part of Omaha, Nebraska, allegedly
impacted by air emissions from two former lead smelters/refineries. One refinery was operated by ASARCO. The EPA identified the Railroad as
a potentially responsible party because more than 60 years ago the Railroad owned land that was leased to ASARCO. The Railroad disputes both
the legal and technical basis of the EPA s allegations. It has nonetheless engaged in extensive negotiations with the EPA. These negotiations
reached an apparent impasse. The EPA issued a Unilateral Administrative Order with an effective date of December 16, 2005, directing the
Railroad to implement an interim remedy at the site at an estimated cost of $50 million. Failure to comply with the order without just cause
could subject the Railroad to penalties of up to $32,500 per day and triple the EPA s costs in performing the work. The Railroad believes it has
just cause not to comply with the order, but it offered to perform some of the work specified in the order as a compromise. To date, the EPA has
rejected all of the Railroad s offers to settle or resolve this matter. The Railroad will vigorously contest liability and the imposition of any
penalties.

As we reported in our Annual Report on Form 10-K for 2005, the Illinois Attorney General s office filed a complaint in the Circuit Court for the
Twenty-First Judicial Circuit (St. Clair County) seeking injunctive relief and civil penalties against the Railroad relating to a collision between
UPRR and Norfolk Southern Railway Company (NS) trains near Momence, Illinois, on November 24, 2005. The collision derailed
approximately five locomotives and 30 railcars. Two of the UPRR locomotives and two of the NS locomotives caught fire, and four of the
locomotives released approximately 16,000 gallons of diesel fuel. Other cars carrying food products derailed and released an unknown amount
of product. The State of Illinois seeks a permanent injunction against the Railroad ordering UPRR to continue remediation. The State of Illinois
seeks to enjoin UPRR from further violations and payment of a monetary penalty. Union Pacific reached a tentative agreement with the State of
Illinois that will require payment of $60,000, which includes a penalty payment and the amount of the State s response costs. The agreement
should be executed in the first quarter of 2008.

As we reported in our Annual Report on Form 10-K for 2005, the Illinois Attorney General s office filed a complaint in the Circuit Court for the
Twentieth Judicial Circuit (St. Clair County) for injunctive and other relief on November 28, 2005, against the Railroad, alleging a diesel fuel
spill from an above-ground storage tank in a rail yard in Dupo, St. Clair County, Illinois. The State of Illinois seeks to enjoin UPRR from further
violations and a monetary penalty. The amount of the proposed penalty is uncertain.

As we reported in our Annual Report on Form 10-K for 2003, the United States Attorney for the Central District of California notified the
Railroad that the office intended to pursue criminal charges against the Railroad for alleged violations of federal environmental laws, including
the federal Clean Water Act, in connection with releases of oil contaminated wastewater from our Taylor Yard in 2001 and 2003. On July 31,
2006, the United States Attorney filed criminal misdemeanor charges against us for these releases in the United States District Court for the
Central District of California, and we received the Summons from the Court on August 8, 2006. We will vigorously defend the charges.
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We received notices from the EPA and state environmental agencies alleging that we are or may be liable under federal or state environmental
laws for remediation costs at various sites throughout the United States, including sites on the Superfund National Priorities List or state
superfund lists. We cannot predict the ultimate impact of these proceedings and suits because of the number of potentially responsible parties
involved, the degree of contamination by various wastes, the scarcity and quality of volumetric data related to many of the sites, and the
speculative nature of remediation costs.

Information concerning environmental claims and contingencies and estimated remediation costs is set forth in Management s Discussion and
Analysis of Financial Condition and Results of Operations Critical Accounting Policies Environmental, Item 7.

Other Matters

As we reported in our Quarterly Report on Form 10-Q for the quarter ended June 30, 2007, 20 small rail shippers (many of whom are
represented by the same law firms) filed virtually identical antitrust lawsuits in various federal district courts against us and four other Class |
railroads in the U.S. The original plaintiff filed the first of these claims in the U.S. District Court in New Jersey on May 14, 2007, and the
additional plaintiffs filed claims in district courts in various states, including Florida, Illinois, Alabama, Pennsylvania, and the District of
Columbia. These suits allege that the railroads engaged in price-fixing by establishing common fuel surcharges for certain rail traffic.

We received additional complaints during the third and fourth quarters of 2007, increasing the total number of complaints to 30. A few of these
suits involve plaintiffs alleging that they are or were indirect purchasers of rail transportation and seeking to represent the class of indirect
purchasers of rail transportation that paid fuel surcharges. These complaints have added allegations under state antitrust and consumer protection
laws. All of these copycat lawsuits (whether filed by direct or indirect purchasers of rail transportation) are being filed by various groups of
plaintiffs lawyers seeking to become lead counsel in a nationwide class action against the railroads. Each of the plaintiffs requests certification of
its complaint as a class-action. On November 6, 2007, the Judicial Panel on Multidistrict Litigation ordered that all of the rail fuel surcharge
cases be transferred to the U.S. District Court in D.C. for coordinated or consolidated pretrial proceedings.

Additionally, the Attorney General of a state outside our service area issued a grand jury subpoena to us requesting documents pertaining to our
fuel surcharge program. We met with representatives of this Attorney General s office, and we plan to have additional meetings in the future in
an effort to resolve that office s interest in this matter.

We deny the allegations that our fuel surcharge program violates the antitrust laws or any other laws. We believe that these lawsuits are without
merit, and we will vigorously defend our actions. Therefore, we currently believe that these matters will not have a material adverse effect on
any of our results of operations, financial condition, and liquidity.

Item 4. Submission of Matters to a Vote of Security Holders

No matters were submitted to a vote of security holders during the fourth quarter of 2007.
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Executive Officers of the Registrant and Principal Executive Officers of Subsidiaries

The Board of Directors typically elects and designates our executive officers on an annual basis at the board meeting held in conjunction with
the Annual Meeting of Shareholders, and they hold office until their successors are elected. Executive officers also may be elected and
designated throughout the year, as the Board of Directors considers appropriate. There are no family relationships among the officers, nor any
arrangement or understanding between any officer and any other person pursuant to which the officer was selected. The following table sets
forth certain information, as of February 15, 2008, relating to the executive officers.

Business
Experience During

Name Position Age  Past Five Years
James R. Young Chairman, President and Chief Executive Officer of UPC and the Railroad 55 (D)
Robert M. Knight, Jr. Executive Vice President Finance and Chief Financial Officer of UPC and the Railroad 50 2)
J. Michael Hemmer Senior Vice President Law and General Counsel of UPC and the Railroad 58 3)
Barbara W. Schaefer Senior Vice President Human Resources and Secretary of UPC and the Railroad 54 4)
Jeffrey P. Totusek Vice President and Controller of UPC and Chief Accounting Officer and Controller of the

Railroad 49 (®)]
Dennis J. Dufty Executive Vice President Operations of the Railroad 57  Current Position
John J. Koraleski Executive Vice President Marketing and Sales of the Railroad 57  Current Position

(1) Mr. Young was elected Chief Executive Officer and President of UPC and the Railroad effective January 1, 2006. He was elected to the additional position of
Chairman effective February 1, 2007. He was elected President and Chief Operating Officer of the Railroad, effective February 1, 2004, and he previously
was Executive Vice President  Finance of UPC and Chief Financial Officer of the Railroad.

(2) Mr. Knight was elected to his current position effective February 1, 2004. He previously was Senior Vice President  Finance for UPC and the Railroad.

(3) Mr. Hemmer was elected to his current position effective June 1, 2004. Mr. Hemmer previously was Vice President Law of the Railroad.

(4) Mrs. Schaefer has held the position of Senior Vice President Human Resources for the past five years. In addition, she was elected Secretary of UPC and
the Railroad effective June 1, 2004.

(5) Mr. Totusek was elected to his current position effective January 1, 2008. He previously was Assistant Vice President  Financial Analysis of the Railroad.
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