THE LITTLE INVESTORS THAT COULD
“I THINK I CAN. I THINK I CAN!"




HISTORY fif]

BUILDING AMERICA’

 1862: Pacific Railway Act and Railroad Charter

 1869: The Golden Spike

* 1909: First Articulated Steam Locomotives

» 1912: Separation of Union Pacific and Southern Pacific

* 1941: “Big Boy” Steam Locomotive

» 1958: Connects with Canadian Pacific

 1969: Transportation Control System & UNP Corporation
 1984: First Double-Stack Train




HISTORY -
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 2004: Union Pacific Center opened in Omaha
« 2012: Celebrates 150 years

| kD

BUILDING AMERICA® YEARS
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UNION

RECENT NEWS

BUILDING AMERICA’

« 2000-2014: Purchased more than 4,100 EPA approved locomotives

e 2014: Enhanced Tower 55

locomotives
— Placed 1,500 In
storage




FACTS fif

BUILDING AMERICA’

* Route Miles: 32,100

* Employees: 44,500

e L_ocomotives: 8,500
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Manifest Network

Duluth Q
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St?lgaul

Los Angeles () .
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y New Orleans
O Network Terminals ;
O Regional Terminals
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Coal

Soda Ash

Rock

Crude Oil

Frac Sand

Interchange/Gateway

i ‘ R : New Orleans
.‘”,.f-"' — @5
3 3 N - "’

Houston

<)\ Brownsville

UNION
PACIFIC

BUILDING AMERICA"




UNION
S PACIFIC

BUILDING AMERICA"

Oakland i
@ A

Los Angeles
Long Beach

: * eve

@ Intermodal Terminals
. Ports

* Interchange Points

@ Automotive Distribution Certers

»

&

‘ / Houston

Laredo X .(
; Brownsville
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= New Orleans | ‘
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-3

/\ Automotive Assembly Centers
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BUSINESS SEGMENTS

ANNUAL 2015 FREIGHT REVENUE PERCENTAGE

11%

Coal
M Intermodal
B Agricultural Products
B Industrial Products
Chemicals

Automotive

BUILDING AMERICA’




AGRICULTURAL PRODUCTS

2014 Carloads

Mexico - 14%

Food & International - 23%
Refrigerated
24%

Domestic - 63%
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AGRICULTURAL PRODUCTS

BUILDING AMERICA’

 Unit Trains: 42% of agricultural shipments

» Shuttle Program

* Owns 65% of the refrigerated rail fleet in North America




AUTOMOTIVE

2014 Carloads

Finished
Auto Parts Vehicles
43% ETI:..I'FE

International - 13%

Domestic - 33%

Mexico - 54%
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Automotive Facilities and Assembly Centers
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Kent
4 Tacoma
Gray's Harbor..f Spokane ()
Rivergate @ Ponlan:'& Barrfes Yard)
St. John's ‘

()Silver Bow

et Chicago
hicago Heights

Pert

Hueneme

;
( )Mira Loma

Wilmington 3 %

Long Beach Santa Rosa()

Calexico

|| Nogales

L )Port Alen

O Distribution Centers, Union Pacific-Owned/Leased
. Distribution Centers and/or Ports, Privately-Owned ,\"/’"‘

A Assembly Centers Eaglé Pass ]
[ Gateways to Mexico

Candleridge
Westfield
Port of Houston

Laredo [}

~ e} Brownsville



CHEMICALS

2014 Carloads

Plastics
22%

Industrial
Chemicals
24%

* Includes Sodium Products ™ Includes Sulfur

Mexico - 5%

International - 19%

Domestic - 76%
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CHEMICALS [t

BUILDING AMERICA’

* More Storage IN- TranS|t (SIT) fac:|||t|es than any other railroad

< R BN




Key Chemicals Markets
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chmadian
Oil Sands BUILDING AMERICA®
Potash
i Bakken

Soda sh/

Gulf Coast

O
i\( Storage-in-Transit Infrastructure




COAL

2014 Carloads

SPRB
73%

Industrial - 5%
West - 11%

East/Barge - 15%

Midwest - 28%

South - 41%
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SPRB: Southern
Powder River
Basin in

Wyoming

CO/UT: Uinta
Basin Region in
Colorado and
Utah




Key End-Use Markets
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Eastport
Seattle A
[
Duluth
@ O
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St. Pau “ .
@]
North Omah
P o North - Omat o
O
o W ©
Oakland ] QDenver O
O Ciy.
@)
O
Los Angeles Phosnix
- o
Calexico g El Paso
Nogales San . . : w @
@D Coal Deposits Antonio ﬁ ﬂ New Orleans
A Interchange/Gateway Eagle Pass A ‘ Houston

D Water Terminal

E] Water Terminal Under Development
@ PRB Coal Utility Plant*

@ Other Coal Utility Plant*

Laredo A D Corpus Christi

A Brownsville

* Directly or indirectly served by UP




INDUSTRIAL PRODUCTS

2014 Carloads

Mexico - 7%
s International - 4%

Construction
Products
31%

Domestic - 89%

Coperals Metals
17°
239, =
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INDUSTRIAL PRODUCTS

BUILDING AMERICA’

 Over 27,000 different origin and destination pairs across North America

e Extensive network of Transload facilities




UNION PACIFIC
DISTRIBUTION SERVICES

* Network of over 100 Transload facilities

BUILDING AMERICA’
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@© Network and Regional
Manifest Terminals

* Major Transload Terminals




INTERMODAL FREIGHT

2014 Carloads

Internationa
51%

=
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INTERMODAL FREIGHT [

BUILDING AMERICA’

» Offers largest dedicated container fleet for domestic customers
— Over 100,000 containers offered exclusively by the company and its partners

e Partners:
— EMP
— UMAX

* Union Pacific’s Mutual Commitment Program




Intermodal Terminals and Traffic Flows
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BUILDING AMERICA’

2014 Carloads
Chemicals Cuﬂal
‘ 6% 0.3%
Industrial
Products

Agricultural Autos
14% 45%

Intermodal
24%




RELATIONS WITH MEXICO

BUILDING AMERICA’

* Partners:
— Kansas City Southern de Mexico (KCSM)
— Ferrocarril Mexicano (Ferromex; FXE)

* Cross Border Traffic comprised 10% of 2014 volume levels




RELATIONS WITH MEXICO

Percent of 2014 UP Carloads at Border Crossings

Calexico
1%
Brownsville
2%

Laredo
47%

Eagle Pass

30%

BUILDING AMERICA’




SERVICES IN MEXICO

BUILDING AMERICA’

 Border Service
— Intermodal Marketing Companies

» Mexico Direct
— Ramp-to-Ramp
— Through-Rate Structure

e Streamline Passport
— Door-to-Door
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SERVICES IN MEXICO

BUILDING AMERICA’

@MMESO"  Santa Teresa

@) Hermosillo

() Chihuahua

(®Rio Valley

Reynosa

w— Farromex
e Kansas City Southern ce Mexico

© Border Direct

© Passport only MEXIcO OPuebla

cITY

@ Transborder and Passport




CAPITAL PLAN

2015 Capital Plan
(Millions)

Infrastructure

Replacement
$1,850

Locomotives/
Equipment
Technology/ $1,100
Other
$200
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2014 Capacity/Commercial Projects
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Existing and Proposed Corridor/Terminal Projects

K Sidings/Extensions/CTC

: Sidings/CTC/ .
Terminal Improvements/ K& neagp \__/\ Terminal Improvements
Sidings/Segments of " Terminal Improvements I\ I 7 '

Doub rack w

AN | ,__(
Oaklan ,,“ \ _———?\Y’ ‘(

Terminal lmprovemems

'[ Clmtonl Mississippi Rwer )'/ \
g Bridge/Terminal ‘ p
_J\{\/ v / , .

\ il e =<A

L —

Sunset Double Track =

Los Angeles )8 ' / L\v

Double Track

Hearne Classification \ A —3X A
Facility A =N S

ew Orleans

/ ) ments of

rack/Sidings/

Terminal Improvements/ e CTC’TG"“'MIS
Sidings > J




FLEET OF CARS

ARMN
901000
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MONEY PER EMPLOYEE

Revenue
Per
Employee

Net
Income
Per
Employee

462,000

101,000

364,094

61,500

356,523

52,778

507,964

106,131

BUILDING AMERICA’
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OPERATION EFFICIENCIES | (i
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* Improved train speed 11%

* Improved terminal dwell 7%

 Record operating margin in 2015

* Double-Stack Intermodal Trains

* One double-stack train of containers eliminates 300 trucks
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INNOVATIONS [t
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 Double-Stacking

o Auto flex Railcars
— 3 decks for small cars

— 2 decks for larger vehicles
— 15 patents on auto flex

* Hybrid switching Locomotive
— Reduces emission by 80%
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GOING GREEN [

BUILDING AMERICA’

* Most efficient way to move cargo

on land Truck versus Rail

(generic lane comparison)

« Can move 1 ton of freight 406
miles on a single gallon of diesel fuel

* Eliminated 36 million metric ek
tons of greenhouse gases by

using us rather than trucks

* Can haul 3-5 truck loads In I
d Single unit Time Labor Fuel

(Hours) (Cost) (Gallons)
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RISK FACTORS [t

BUILDING AMERICA’

* Transportation of Hazardous Materials

» Government Regulation

» Strikes or Worker Stoppage

e Fuel Prices

* Environmental Laws and Regulations




COAL PRODUCTION

* 9% coal carload decline in 2013
» Government Is pushing green energy
Wil contribute 3 billion In revenue

» Powder River Basin has cheapest coal

UNION
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COMPETITIVE ADVANTAG

BUILDING AMERICA’

 Cost Advantage
o Efficient Scale
* Network Effect

 Tangible Assets
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QUALITATIVE ANALY SIS [t

BUILDING AMERICA’

Commodity or Sustained Competitive Competitive Advantage

Advantage<¢

Easily Explainablee¢

Unionized?e

Heavy Capital Infusion and R&D?
Obsolete Inventory?¢

Chronic One-Time Write offs?

Make a competitor with a billion
dollarse

Easy as cake
No

NO
NO
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MORNINGSTAR DEBT i
ANALYSIS

Yield to Maturity

e Debt @ Preferred @ Convertible Circle size determined by issue amount
8.0 %

6.0 % '

4.0 %

2.0 %

i :
e 201S 2022 2025 2028 2031 2034 2037 2040 2043 2046




INTERPRETATION OF
THE FINANCIAL
STATEMENTS




™ Value Low Threshold Pass?
Gross Profit Margin 72.61% > 20% Yes
% SGA 30.62% < 80% Yes
% R&D 0.00% <10% Yes
% Depreciation 12.70% <10% “
Interest % of OP 7.72% <15% Yes
Net Profit Margin 21.88% > 10% Yes
Current Ratio 1.29 >1 Yes
Obligation Ratio 3.31 < 5 years Yes
Adj. Debt to “
_ 0.94 <0.8
Shareholder Equity
Return on Equity 23.05% > 15% Yes
Return on Capital 13.91% > 15% “
Dividend Payout
, 49.12% < 60% Yes
Ratio
Preferred Stock None None Yes
Capital Expenditures 97.44% <25% “
Net Earning Trend Up Up
Retained Earnings
Up Up Yes

Trend

UNION
PACIFIC

BUILDING AMERICA’



Statistical Array Analysis

Increasing trends?
Sales per Share
Cashflows per Share
Earnings per Share
Dividends Declared per Share
Capital Spending per Share
Book Value per Share
Revenues (Sales)
Gross Profit Margin

Operating Profit Margin

Number of Stores

Net Profit

Net Profit Margin

Working Capital

Shareholder's Equity

Return on Total Capital

Return on Shareholder's Equity

Common Shares Outstanding
Long-Term Debt
LT Debt Payable in 5 years

All Dividends to Net Profit under 60%

Increasing
Increasing
h Increasing
h Increasing
h Increasing
Increasing
Increasing

1‘ -
Increasing
-

Increasing
|

Increasing
|

Increasing
~

Increasing

Increasing
b |

Increasing
h Increasing
h Decreasing
h Increasing
|

Yes
|
Yes

UNION
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80.00%
= 70.00%
= 60.00%
50.00%

in (%

it Marg

30.00%
20.00%
10.00%
0.00%

Gross Prof

40.00% -

Gross Profit Margin

~ 0 74.03% 72 61%
67.57%  67.79% 5479  66.80%  67.75%  69-44%
1 6071%  61.14%  5973% '
| ‘_'-'-'-'-"'
2006 2007 2008 2009 2010 2011 2012 2013 2014 2015 TT™

Year
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Net Profit Margin
25.00% - 21.59% 21.88% 21.88%
19.98%
0,
£ 20.00% - , 884 —
< 1639%  1683% ___—
® 109 12.99% 13-W
S 10319 11.39%
- _f_
et
£ 10.00% - =
a
et
3 5.00% -
DDD% I I I I I I I I I I
2006 2007 2008 2009 2010 2011 2012 2013 2014 2015 TT™

Year
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30.00%
25.00%
£ 20.00%

15.00%

10.00%

Return on Equity (%)

5.00%

0.00%

Return on Equity

0,
| 24'4_5’6 23.05%  23.05%
19.84%  20:67%
i 17.72% it
15.12% 15.65%

. 14 QnNos — . .

10.49% C— W

I I I I I I I
2006 2007 2008 2009 2010 2011 2012 2013 2014 2015 TT™

Year
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Return on Capital

18.00% -
16.00% -
14.00% -
12.00% -
10.00% -
8.00% -
6.00% -
4.00% -
2.00% -

12.07%

0,
9.71% 10.39%

7.54%  8.02%

Return on Capital (%)

13.75%

14.58%

B

16.12%

e e 13.91%

_--“Il-__

13.91%

0.00% | | T | | T
2006 2007 2008 2009 2010 2011

Year

2012

2013

2014

2015

TT™M
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Total Shares Outstanding

1200.00

1077.80
106380 102120 100600 996.40 971.40 946.20 926.50

1000.00 - 897.10 866.20 866.20

800.00 -

600.00 -

400.00 -

200.00 -

Total Shares Outstanding

DDD I I I I I I I I I I
2006 2007 2008 2009 2010 2011 2012 2013 2014 2015 LY

Year
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Revenues (10 year)

$30,000.00 -

$5.000.00 ‘ $23,988.00 ‘ ‘

,000.00 - 21,963.00 21,813.00 $21,813.00
$17,970.00 $19,557.00 »20,926-00 —

$20,000.00 - 3007 7 $16,965.00

$15,578.00 $16,28 14.143.00
$15,DDD.DD s :

$10,000.00 -

Revenues ($ in millions)

$5,000.00 -

$D.DD T T T T T T ! ! ! !
2006 2007 2008 2009 2010 2011 2012 2013 2014 2015 LY

Year
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__ $35,000.00
E $30,000.00
E $25,000.00
i $20,000.00
% $15,000.00
$10,000.00
$5,000.00

$0.00

Retained Earni

Retained Earnings

$19,508.00

$11,215.00 $12,667.00 $13,813.00 »12.027.

$27,367.00

$22,271.00 $23,901.00

$30,233.00 $30,233.00

2006

2011

Year

2007 2008 2009 2010

2012

2013

2014

2015 ™M




DUPONT (HISTORICAL)

TT™M

2015
2014
2013

A1
4]
A7
45

21.88
21.88
21.59
19.98

2.64
2.64
2.47

2.34

22.82
22.78
22.82
21.35
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INDUSTRY
BREAKDOWN
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DUPONT (COMPETITORS) TTM il
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CSX .33 16.51 2.99 16.29
NSC 31 14.8 2.81 12.71
CP 37 20.20 4.09 26.24
CNI 36 27.98 2.43 24 .43

UNP A4 21.88 2.64 22.82




INDUSTRY BREAKDOWN i

BUILDING AMERICA’

Market Cap 74,925 25,617 24,640 23,086 51,017
(mil)

Revenue 21,813 11,402 10,511 5,173 9,720
(mil)

P/E 16.14 13.86 16.23 23.10 18.99
P/S 3.54 2.33 2.32 4.73 5.36
P/B 3.63 2.23 2.01 6.18 4.39
EV/EBIT 10.61 9.86 10.36 16.14 14.46
ROA 8.9 5.52 4.66 /.43 10.09
ROE 22.82 16.29 12.71 26.24 24.43
Operating 36.91 30.21 27.44 39.99 41.69
Margin

Net Margin 21.88 16.51 14.80 20.20 27.98




TRACK MILES

UNP
CSX
BNSF

NSC

CP
CNI

32,100
21,000
32,500

20,000

14,000
20,400
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== Single & Double Track
EE Triple & Quadruple Track
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CANADIAN PACIFIC

Edmonton

_Saskatoon

Vancouver ¢ Redina
~Winnipeg
Kingsgate
Portal ° £ '!Is'hunder ~Montréal
f ¢ Sudbury
."p Duluth

v, | Albany

¥ o . ‘Toronto .

Rapid Minneapolis yuvsauangy .

Gillette ¢ \City o

— CP 1

—— DM&E/IC&E
Powder River Basin
New Build ]

Detroit oS
i Sunbury ‘.f”,‘_ New York
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~Chicago
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PRICE/BOOK
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Ticker P...
Book

AlG-\WT -

AlG 0.7
BRE.B 1.4
SO 2.6
WNT 2.7
ChI 2.7
BEBBY 3.1
UMNP 3.6
ORCL 3.7
MNSRGY 4.0
MSFT 5.8
CHRW 9.3
IBM 10.1

FEFP 12.3




UNION

PRICE/EARNINGS

BUILDING AMERICA’

Ticker Price f
Earnings
AlGS-WT -
BEBY 9.4
B 11.0
CMI 14.7
BRK._.B 14.8
WWMT 15.0
LUMNP 15.9
QO 17.2
ORCL 20.2
CHRW 21.2
NSRGY 24.9
FEP 27.6
Al 33.

~ =

MSFT 39.
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PRICE/SALES

BUILDING AMERICA’

Ticker _ P..
Sales
AlG-WT -
WMT 0.5
BEBY 0.7
CHRW 0.8
CMI 1.1
AlG 1.3
BRK.B 1.7
IBRA 1.8
PEP 2.4
NSRGY 2.6
QC oM 3.4
UNP 3.5
DRCL 4.8
MSFT 5.1




PRICE

Ticker

AlG-NWT
BEBY
O
Al
LIMNP
WVWVRAT
IEM
ChAl
MSRGY
DORCL
FPEFP
BRK.B
CHREW

MSFT

$16.03
+41.26
$42.24
$50.20
»67.06
$56.30
=116.90
$79.88
s68.00
$33.13
376.48
$123.55
s59.71

$39.72

SZ2-wk Range

=111.38
=80.93
=176.30
=143.40
Sr9.39
>15.24
>105.77
>148.57
=7 o.65

>06.85

UNION
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FPRICE/EARNINGS
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3 YEAR

1206 1207 12008 12009 1210 121 122 1213 1214 1215

EPS(§) 1476 1728 2210 1876 2764 3

SPS($) 14415 15605 17855 14002 17256 20

o1 4137 410 5749 5489

35 287 24082 2119 25686

EP Sttm

§5.489

Years

3

3

UNION
PACIFIC

BUILDING AMERICA’
HGROWTH  STAEGR?
7.95% 92.27%
3.26% 96.61%




Default

Safety

3 YEAR

Price EPSttm P/E Ratio HGrowth
[ 82.24 16.59 7.95%
[ 82.24 12.95 2.49%

Cut P/E by 21.9%
Cut Growth by 68.7%

UNION
PACIFIC

BUILDING AMERICA’

Fayout

34.8%

28 1%

STRET®

9.12%

2.34%




UNION

6 YEAR i
BUILDING AMERICA®
12106 12107 12/08 12/09 12110 12111 12112 12113 12114 12115 EPSttm  Years HGROWTH STAEGR®
EPS (9) 1.476 1.728 2.270 1.876 2.764 3.961 4137 4.710 0.749 2.489 b 16.10% 94.89%

95.92%

SPS($) 14415 15605 17.855 14002 17256 20375 22287 24082 27155 25686 B 8.74%




6 YEAR il

BUILDING AMERICA’

Price EP 5ttm P/E Ratio HGrowth Payout STRET®
Default 16.63 16.10% 34.8% 16.32%
Safety 13.16 6.99% 28.7% 2.91%

Cut P/E by 20.9%
Cut Growth by 56.5%




EPS ($)

SPS ($)

12106

1.476

14415

10 YEAR

12107  12/08 12109 12110
1726 2270 1876 2764

19605 17.859 14002 17.296

12111

3.361

20,373

1212

4137

22 287

12113

4.710

24082

12114

5.749

27.198

12115

9.489

25.686

EP Sttm

Years

10

10

UNION
PACIFIC

BUILDING AMERICA’

HGROWTH STAEGR®

17.30% 90.54%

7.97% 92.51%




10 YEAR il

BUILDING AMERICA’

Price EPSttm P/E Ratio HGrowth Payout STRET®
Default m 16.59 17.35% 34.8% 17.66%
Safety m 12.95 6.97% 26.7% 2.62%

Cut P/E by 21.9%
Cut Growth by
62.1%




Price

Default
safety

Z saved 2016-04-21

10 YEAR- KILLIT

EPSttm P/E Ratio
16.65
13.16
8.95

Cut P/E by 46.2%
Cut Growth by
68.3%

HGrowth

17.35%

6.97%

UNION
PACIFIC

BUILDING AMERICA’

Payout

34.8%

28.7%

0.0%

STRET®

17.48%

2.97%

0.01%




UNION
PACIFIC

GURU DCF

BUILDING AMERICA®
Earnings Per Share : § |5.49 DCF | Reverse DCF ™"
Growth Rate In the Next: |10 Years | |7 % Tangible Book Value: §|24 38 [ ] Add to Eair Value
? Growth Value: § 43.07

Business Predictability | & " F F _4;

Terminal Value: § 23.66

= | Fair Value: $ 66.73

Terminal Growth Rate: |4 5

Years of Terminal Growth: |10

Discount Rate: |12 %

Price: |83.85

Margin Of Saf&tjrl:_-ﬁi-i

Financial Data of Union Pacific Corp

Annual Rates (per share) 10 yrs hyrs 12 months
Revenue Growth (%) 7.60 8.70 -5.90
EBITDA Growth (%) 15.00 13.70 -1.50
EBIT Growth (%) 18.00 14.60 -4 80
EPS without MR Growth (%) 18.80 15.90 -4 70
Free Cash Flow Growth (9%) 13.50 -5.40

Book Value Growth (%) 7.00 6.60 1.60




GURU REVERSE DCF

Earnings Per Share : 5 (5.49

Growth Rate In the Next: | 10 Years

Business Predictability

o

| ] —
f

Terminal Growth Rate:

Years of Terminal Growth: | 10

Discount Rate: %

=)

D

CF Reverse DCF "&Y%

= Growth Rate: 10.53%
Revenue Growth Rate: 7.60%(10v) B.70%(5y) -5.90%(1y)
EBITDA Growth Rate: 15.00%(10y) 13.70%(5y) -1.50%(1y)
Earnings Growth Rate: 18.80%(10v) 15.90%(5y) -4.70%(1y)

Free Cash Flow Growth Rate: 0,00%(10v) 13.50%(5y) -8.40%(1y)

Book Value Growth Rate: 7.00%(10y) 6.60%(5y) 1.60%(1y)

Financial Data of Union Pacific Corp

Annual Rates (per share)
Revenue Growth (%)
EBITDA Growth (%)

EBIT Growth (%)

EPS without NRI Growth (%)
Free Cash Flow Growth (%)

Book Value Growth (%)

10 yrs hyrs 12 months
7.60 8.70 -5.90
15.00 13.70 -1.50
18.00 14.60 -4 20
18.80 15.90 -4.70
13.50 -8.40

7.00 6.60 1.60

UNION
PACIFIC

BUILDING AMERICA’




UNION
PACIFIC

TANGIBLE BOOK DCF

BUILDING AMERICA®
Earnings Per Share : 5|5.49 DCF Reverse DOF MEW:
Growth Rate In the Next: |10 Years| |/ % Tangible Book Value: $[24 38 | ] Add to Fair Value
H Growth Valus: § 43.07

Business Predictability | "W W " o

Terminal Walue: § 23.66
Fair Value: $ 91.11

Terminal Growth Rate: |4 L »

Years of Terminal Growth: |10

Discount Rate: |12 %

Price: |63.85
Margin Of Safety} 8%

Financial Data of Union Pacific Corp

Annual Rates (per share) 10 yrs hyrs 12 months
Revenue Growth (%) 7.60 8.70 -5.90
EBITDA Growth (%) 15.00 13.70 -1.50
EBIT Growth (%) 18.00 14.60 -4 .80
EPS without NEI Growth (%) 18.80 15.90 -4.70
Free Cash Flow Growth (%) 13.50 -5.40

Fetal

Book Value Growth (%) 7.00 6.60 1.60




TANGIBLE BOOK REVERSE

DCF

Earnings Per Share : &

Growth Rate In the Next: Years

UNION
PACIFIC

BUILDING AMERICA’

Reverse DCF "=

DCF

= Growth Rate: 5.19%

Business Predictability

| = T . T . I |

Fevenue Growth Rate: 7.60%(10y) 8.70%(5y) -5.90%1y)

Terminal Growth Rate: %o

Years of Terminal Growth:

Discount Rate: %

Financial Data of Union Pacific Corp

Annual Rates (per share)
Revenue Growth (%)
EBITDA Growth (%)

EBIT Growth (%)

EPS without NRI Growth (%)

Free Cash Flow Growth (%)

Book Value Growth (%6)

=

EBITDA Growth Rate: 15.00%(10v) 13.70%(5y) -1.50%(1y)
Earnings Growth Rate: 18.80%(10y) 15.90%(5y) -4.70%(1y)
Free Cash Flow Growth Rate: 0.00%(10y) 13.50%(5y) -8.40%(1y)

Book Value Growth Rate: 7.00%(10y) 6.60%(5y) 1.60%i(1y)
10 yrs hyrs 12 months
7.60 8.70 -5.90
15.00 13.70 -1.50
18.00 14.60 -4 50
18.80 15.90 -4.70
13.50 -5.40
7.00 6.60 1.60




CONSERVATIVE DCF

Earnings Per Share : § |5 49

Growth Rate In the Next: [10

Business Predictability

Terminal Growth Rate: 4
Years of Terminal Growth: [10

Discount Rate: 12

—

Years | |5
= . . 4
05
b

Financial Data of Union Pacific Corp

Annual Rates (per share)
Revenue Growth (%)
EBITDA Growth (%)

EBIT Growth (%)

EPS without NRI Growth (%)
Free Cash Flow Growth (%)

Book Value Growth (%)

DCF | Reverse DCF M4
Tangible Book Value: $ /24 38
Growth Value: $ 39.16

Terminal “alue: % 19.59

= Fair Value: $ 83.13

Price: |37.32
Margin Of Safety: }5%

10 yrs hyrs 12 months
7.60 3.70 -5.90
16.00 13.70 -1.80
18.00 14.60 -4 80
18.80 15.90 -4.70
13.50 -8.40

7.00 6.60 1.60

¥| pdd to Fair Value

UNION
PACIFIC

BUILDING AMERICA’




CONCLUSION

* Financially Sound
* Large Barriers to Entry
» Network Effect

e Efficient Scale

BUILDING AMERICA’



RECOMMENDATION

* Put with a strike price of $84.50
— Premium: $3.40
— Effective Entry Price: $81.10
— Expiration Date: May 6, 2016

BUILDING AMERICA’



UNION

APPENDIX 1

|G AMERICA’

2014 Carload Composition

Domestic International
61% 39%




ADDITIONS

* Acts for moat

* Owned/leased parts

* Number of each type of car

* 1 train = 400 trucks picture

* Trucks and trains work together

* Demographics for where we’re located
 Improvements/Efficiencies

* Competitors’ Railways Maps
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