




Financial 
Highlights 

Union Pacific Corporation and Subsidiary Companies 

Mill ions of Dollars 
Except Per Share Amounts 

Total Year 
Revenues 
Income before Federal income taxes 
Net income 
Operating cash flow 
Capital investments (a ) 

At December 31 
Short- and long-term borrowings 
Stockholders' equity 
Working capital 

Measurements 
Per share of common stock 

Earnings 
Dividends declared 

Ratios 
Return on average stockholders' equity 
Borrowings to total capital employed 

1979 

$4,028.7 
562.7 
382.5 
681.8 

$ 858.0 

$ 921.6 
2,558.2 

$ 66.8 

1978 

$2,989.4 
397.6 
264.1 
526.6 

$ 552.6 

$ 932.4 
2,286.0 

$ 184.5 

$ 8.02 $ 5.55 
$ 2.425 $ 2.075 

15.8% 12.0% 
22.2% 24.7% 

%Increase 
(Decrease) 

35 
42 
45 
29 
55 

( 1) 
12 

(64) 

45 
17 

(a) Includes advances to and capital expenditures of unconsolidated affi liated companies 

(1979-$189.4 million ; 1978-$128.4 million) in addition to consolidated capital expenditures. 



Union Pacific Corporation consists of four 
operating companies engaged in transporta
tion, energy and natural resource activities 
vital to America's economy. 

Union Pacific Railroad Company 
Union Pacific Railroad is a 9,500-mile transporta
tion system running from Council Bluffs , Iowa, and 
Kansas City, Missouri , at its easternmost points , 
to Los Angeles , Long Beach , Seattle and Portland 
in the West. The Railroad , which is particularly 
active as a hauler of grain, coal and other bulk 
commodities , operates in 13 western states and 
connects with 32 other railroads serving the 
United States and Canada. Union Pacific 's aver
age haul , which was 711 miles in 1979, has led 
the industry for 48 of the last 50 years . 

Champlin Petroleum Company 
Champlin Petroleum is an integrated petroleum 
company engaged in the exploration , pro
duction, refining , transportation and marketing ' 
of oil and natural gas and other petroleum 
products. The company operates three refineries 
that can process 245,000 barrels per day, and , 
in conjunction with two other companies , is build
ing a major petrochemical complex in Corpus 
Christi, Texas . In recent years , the company has 
concentrated its exploration activities on the 
North American continent. 

Rocky Mountain Energy Company 
Rocky Mountain Energy mines and produces 
uranium, natural soda ash and low-sulfur coal. 
RME's reserves of natural soda ash and coal , 
primarily in southern Wyoming , are among the 
most extensive in the world. The company, whose 
mining activities are concentrated in the Rocky 
Mountain region , also is exploring the potential for 
commercial production of other minerals. 

Upland Industries Corporation 
Upland Industries, which acts as the industrial 
development agent of Union Pacific Railroad , is 
a major developer of industrial parks throughout 
the western United States. The company also 
acts as custodian of the 1.2-million acres owned 
by Union Pacific Corporation and ?-million 
additional acres to which it holds mineral rights . 



60% 45% 

71 % 71 % 

29% 29% 

67% 40% 75% 

33% 25% 

70 71 72 73 74 75 76 77 78 79 
Transportation 
Energy, natural resources and other 

Percentage of return on average stockholders' equity 

70 71 72 73 74 75 76 77 78 79 
5.4 6.0 6.8 7.9 7.4 8.4 9.9 10.9 12.0 15.8 

A Landmark Year 
lg 1979, for the first time, Union Pacific's earn
ings from energy and natural res®urces ex
ceeded earnings from transportation. Rising 
from 29 percent of earnings in 1970, energy and 
natural resource activities contributed 61 percent 
to earnings in 1979. The corporation's return on 
average stockholders' equity also continued to 
climb in 1979, reaching 15.8 percent, almost triple 
the level of return in 1970. Throughout the past 
decade earnings per share have grown at a 
compound annual growth rate of 18 percent. 
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To Our 
Stockholders 

Union Pacific Corporation achieved record 
earnings and revenues in 1979 and also passed 
a significant milestone, when, for the first time 
in our history, more than half of our earnings-
51 percent-came from our energy and natural 
resource businesses. Earnings from transpor
tation also continued to rise and were up 
8 percent for the year. 

The emergence of Union Pacific's energy 
and natural resource businesses as the major 
contributors to net income underscores the cor
poration's continuing commitment to those 
investments, while at the same time ensuring 
Union Pacific Railroad's position as one of the na
tion's strongest transportation systems. To main
tain the preeminence of the Railroad and to 
accelerate the energy and natural resource de
velopment programs of Champlin Petroleum 
Company and Rocky Mountain Energy Company, 
the corporation plans capital investments of 
nearly $1 billion in 1980. Sixty-two percent of this 
investment is budgeted for energy and natural 
resource development. 

Union Pacific Corporation's net income in 1979 
was $382.5 million, a gain of $118.4 million or 45 
percent over 1978's net income of $264.1 million. 
Earnings per share in 1979 were $8.02, compared 
with $5.55 in 1978. Revenues were $4.03 billion, 
an increase of $1 .04 billion or 35 percent over last 
year's revenues of $2.99 billion. Return on stock
holders' equity climbed to 15.8 percent, nearly 
three times the level achieved in 1969, when the 
corporation was formed . 

Reflecting Union Pacific 's excellent year and 
future prospects, on November 29 the Board of 
Directors raised the quarterly dividend for the 
seventh consecutive year. The 22-percent in
crease, from 571f2 to 70 cents a share, was the 
largest in the corporation's history. 

All four operating companies reached new 
highs in net income in 1979. Champlin Petroleum 
benefited from continued growth in exploration 
and development activities, along with strong 
demand for refined products and its ability to re
spond quickly to market requirements. The Rail
road achieved record earnings, despite the near 
doubling of fuel prices in 1979. Rocky Mountain 
Energy opened a major joint-venture coal mine 
near Rock Springs, Wyoming, and another mine 
at Hanna, Wyoming, is scheduled for startup in 
1980. Upland Industries achieved strong sales, 
particularly in Southern California. These and other 
achievements of Union Pacific 's four operating 
companies are described on the following pages. 

Proposed Merger and Acquisition 
On January 8, 1980, the Union Pacific and Mis
souri Pacific Boards of Directors approved an 
agreement in principle under which the two cor
porations would merge, and subsequently they 
approved a definitive merger agreement . The 
terms of the merger are described in the Notes to 
the Financial Statements on page 47. The trans
action is subject to approval by the shareholders 
of both companies and the approval of the In
terstate Commerce Commission. In early spring, 
a proxy statement providing comprehensive in
formation on the proposed transaction will be 
mailed to all stockholders. 

We believe the merger will provide a strong 
central core for the nation's rail system and en
hance our energy and natural resource busi
nesses. Missouri Pacific operates an 11 ,500-mile 
rail system in 12 midwestern and southwestern 
states, serving Chicago, Omaha, St. Louis, 
Kansas City, Memphis, Houston and Laredo and 
Brownsville, Texas, gateways to Mexico (see map 
on page 24). It also operates a 1,600-mile natural 
gas pipeline in the Mississippi Valley and is en
gaged in gas exploration and production, primar
ily in Louisiana, Oklahoma and Texas. 

On January 21, 1980, the management of Union 
Pacific Corporation and The Western Pacific Rail
road Company announced an agreement under 
which Union Pacific would make a cash tender 
offer for any and all shares of Class A common 
stock of Western Pacific . This agreement has 
subsequently been approved by the Boards of 
Directors of both corporations , and tender offers 
have been sent to Western Pacific shareholders. 
This small but logical extension of the corpo
ration's plan to strengthen the Union Pacific Rail
road, which requires ICC approval, complements 
the proposed Missouri Pacific Corporation merger 
by extending Union Pacific service to the San 
Francisco Bay area. The Western Pacific main line 
extends eastward from San Francisco-Oakland, 
joining the Union Pacific at Salt Lake City. De
tails of the tender offer also are on page 4 7. 

Although both merger proposals principally in
volve rail operations, they do not represent any 
change in our unswerving commitment to de
veloping Union Pacific's energy and natural re
source businesses, a commitment reaffirmed by 
the record 1980 capital program. 

Key Energy Issues Affecting the Corporation 
Turmoil in the Middle East has underscored the 
nation's energy vulnerability, and we believe 
the Federal government must accelerate produc
tion of all forms of domestic energy, especially 
coal and nuclear. The nation's most prestigious 
scientific body, The National Academy of 
Sciences, concluded in a recent study that new 
technologies such as solar energy can make only 
a modest contribution through the end of the 
century, while coal and nuclear power were cited 
as the key energy alternatives in the years ahead. 
Conservation efforts, which all of our operating 
companies have vigorously practiced for many 
years, can extend the use of our current energy 
resources, but in the long run they must be 
coupled with increased production from existing 
energy sources to guarantee a reasonable level 
of national self-sufficiency. There are a number 
of steps that we urge the government to take 
toward this end: 
• The administration has begun a phased de
control of crude oil , which is scheduled to result in 
full decontrol of all domestic crude by October, 
1981. While we applaud President Carter's deci
sion to lift price controls, the results of those efforts 
will be muted by the imposition of a "windfall 
profits tax," in reality, an excise tax . On balance, 
the net effect of both actions will inhibit the realiza
tion of maximum domestic oil production. 



The U.S. Geological Survey estimates that the 
United States may have upwards of four times the 
country's proven petroleum reserves. If the coun
try is to move away from its dependence on 
foreign oil , the government must provide every 
possible incentive to develop these large poten
tial energy supplies . 
• To prevent a critical energy shortfall by the 
end of the decade, expanded use of nuclear 
power, which now supplies nearly 13 percent of 
the nation's electricity, must be further encour
aged . To support existing and proposed new nu
clear power plants , U.S. uranium requirements 
will need to rise from 15,000 to 30,000 tons a year 
by 1990. Opinion surveys have shown substantial 
and continuing public support for nuclear power, 
and the President , the Congress and the Kemeny 
Commission-which analyzed the causes of the 
Three Mile Island incident-have emphatically re
jected a moratorium on issuing licenses for new 
nuclear plants . But the continuing development of 
the nuclear industry and needed uranium re
serves will require the leadership of a determined 
government. 
• We are in full agreement with the administra
tion 's commitment that all new generating plants 
use coal or nuclear power; but the production of 
coal also must be accelerated through coal con
version of electric utilities and industrial plants, 
and , in turn , stepped up leasing of Federal coal 
lands. In 1973, the nation set a goal of doubling 
coal output to 1.2-billion tons by 1985, but at cur
rent production levels we will fall far short of reach
ing even 1-billion tons . The authority to require 
coal conversion was given the executive branch 
by Congress in 1974, but only a handful of plants 
has been converted. The Department of Energy 
has stated that this conversion could cut electric 
utility use of crude oil in half by 1990, thereby sav
ing 750,000 barrels a day. And, with but a few 
exceptions, there has been a virtual moratorium 
on leasing Federal coal lands since 1970; the 
next sale is nearly a year away, in January, 1981. 
• At a time when the nation should be making 
every possible effort to increase its domestic en
ergy resource base, pending bills before Con
gress and government programs could withdraw 
upwards of 200-million acres in Alaska and 11 
western states from energy exploration and de
velopment. We believe that exploration , carefully 
controlled production and the preservation of our 
environment are not mutually exclusive. Some 
public lands should be preserved in their pristine 
state , but removing an area twice the size of 
California will clearly jeopardize our ability to find 
needed supplies as we strive to achieve energy 
independence. 

Rail Regulatory Reform 
We are convinced that comprehensive regulatory 
reform is a key to the long-term vitality of the indus
try and especially the troubled northeast and 
midwest railroads, and we hope Congress will 
take appropriate action in 1980. Needed rate
setting flexibility and the ability to abandon sur
plus track and plant, which, in turn, will create the 
opportunity to improve the rate of return on cap
ital investment, are indispensable to a viable 
U.S. transportation system. 

New Director Elected 
Dallin H. Oaks, 47, president of Brigham Young 
University since 1971 and chairman of the Board 
of Directors of the Public Broadcasting Service, 
was elected to our Board of Directors on Sep
tember 27. 

Outlook 
Although the long-range prospects for Union 
Pacific continue to be excellent, we find it difficult 
to assess the current year. The economy could 
enter a recessionary period ; inflation continues 
unabated; and the full impact of the "windfall prof
its tax" on the petroleum industry is unclear at this 
time. It will be difficult to duplicate the strong ad
vance achieved in 1979, but, nevertheless, we an
ticipate a good year with further growth in 1980. 

On behalf of the Board, we extend our deep 
appreciation to our stockholders , customers, 
dealers, suppliers and our 33,000 employees for 
their part in making 1979 a landmark year for the 
corporation. 

James H. Evans 
Chairman of the Board of Directors 

WilliamS. Cook 
President 

~~'\.~ 
Elbridge T Gerry 
Chairman of the Executive Committee 

New York, NY 
February 12, 1980 

Left to right, 
William S. Cook 
James H. Evans 
Elbridge T. Gerry 
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Union Pacific 
Railroad 

Union Pacific Railroad fared well in 1979 notwith
standing difficult winter weather in the first quar
ter; sharply rising operating expenses throughout 
the year, particularly fuel costs ; and a softening 
economy in the fourth quarter. The Railroad in
creased its net income 8 percent to $151 million ; 
revenues were up 17 percent to $1 .8 billion . Dur
ing 1979, the average price of a gallon of diesel 
fuel nearly doubled , from 39 cents in December, 
1978, to 73 cents in December, 1979. The Rail
road 's total fuel costs in 1979 were $203 million 
compared with $122 million in 1978. 

Union Pacific moved record volumes of grain 
during the year and increased its revenue ton
miles 9 percent to 7 4.0 billion . For the first time in 
its history, the Railroad 's average haul, a key to 
profitability, surpassed 700 miles. In the past five 
years, Union Pacific 's average haul-which has 
led the industry for all but two of the last 50 years
increased by more than 100 miles to 711 in 1979. 
A significant expansion in unit trains (single
commodity trains) for hauling such bulk com
modities as corn , wheat and coal accounted for 
the increase. The Railroad operated 3,390 unit 
trains in 1979, up from 2,861 in 1978. The tonnage 
and revenue contributions of each major com
modity hauled by the Railroad are shown in the 
table on page 32. 
Marketing 

Union Pacific continued to launch and expand 
imaginative marketing programs to enlarge its 
share of western freight traffic and to recapture 
business from trucks . 

The Railroad 's unit trains hauling corn and other 
feed grains to the West Coast once again ex
ceeded expectations . When this program was 
started in 1975, Union Pacific averaged orie grain 
train a month . In 1979, this average had climbed 
to three a day. Corn and feed-grain traffic for ex
port , primarily to Indonesia, Japan , Taiwan , Korea 
and China, and for use in California's growing 
livestock and poultry businesses, increased more 
than 85 times from 1975 through 1979. Union 
Pacific trains from Kansas and Nebraska to Long 
Beach, Tacoma and Seattle travel upwards of 
1, 750 miles, contrasted with 200 to 400 miles over 
Union Pacific lines to Kansas City en route to 
Gulf Coast ports . 

The Railroad has initiated a similar plan to bol
ster wheat movements to the West Coast. Special 
trainload rates , swift unit trains of 25 and 50 cars , 
and shorter turnaround time on vessels traveling 
to Pacific Rim ports are expected to generate a 
significant volume of business in the first year of 
the program. To capitalize on anticipated future 
demand for corn and wheat , especially in export 
markets , the Railroad ordered 1,800 covered 
hopper cars in 1979 for 1980-81 delivery. 

Because of a softening in the spot market for 
coal , Union Pacific 's coal volume was limited to a 
600,000-ton increase for a total of 23.7-million 
tons in 1979. But with long-term contracts to haul 
increasing production from two new Rocky Moun
tain Energy mines in southern Wyoming , Black 
Butte and Carbon County, the Railroad expects 
to boost its 1980 coal shipments to more than 
30-million tons for the first time. 



Turning a curve, above, a 
100-car Union Pacific train 
hauling 10,000-tons of coal 
approaches a midwest 
power plant. In 1979, Union 
Pacific coal trains deliv
ered 24-million tons of the 
vital fuel to electric utilities 
and industrial plants in 18 
western and midwest-
ern states. Union Pacific 
welders, far left, fuse 
curved steel panels that 
form a " bathtub" gondola 
coal car, one of 397 con
structed last year at the 

Railroad's Portland, 
Oregon, shops. Near left, 
a yard locomotive as
sembles trains at the 
1,800-acre North PlaHe, 
Nebraska, classification 
yard , the largest yard 
complex in the world. 
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Installing track, left and 
top, skilled gandy dancers 
complete construction of 
the 70-track receiving 
bowl of the new automated 
westward yard at North 
Platte. The $40.5-million 
yard will open in April, 
1980, and will double the 
capacity of the facility, ac
celerating traffic flow on 
the heavily-traveled 
Wyoming/Nebraska main 
line. A yard master, above, 
monitors traffic at North 
Platte, where upwards of 
6,000 cars are assembled 
into trains every day. 

A proposed 56-mile rail line to be owned and 
operated by the Chicago and North Western 
Transportation Company in eastern Wyoming and 
western Nebraska, connecting with the Railroad 's 
North Platte branch line, continues under study. 
Such a link could result in 25-million tons of addi
tional coal business by 1985. The new line, which 
requires Interstate Commerce Commission ap
proval and favorable financing , would permit the 
Railroad to expand its participation in the trans
portation of coal from the immense coal reserves 
of the Powder River Basin in eastern Wyoming . 

The Railroad quickly capitalized on ICC de
regulation of perishable traffic in late May by re
establishing its "Salad Bowl Express ." This 
coast-to-coast service operates as many as three 
run-through trains a day at the height of the har
vest season. Running over the lines of four rail
roads, fresh fruits and vegetables from the farms 
of California and the Pacific Northwest reach 
many eastern markets within five days, enabling 
Union Pacific to compete successfully with 
trucks , which have dominated the perishable 
business for over a decade. 

The Railroad continued to give high priority to 
increasing its share of western auto traffic. In 
1979, Union Pacific became the first major rail
road to have virtually all of its tri-level auto rack 
fleet fully-enclosed , offering safe and swift service 
to customers throughout the West and Midwest. 

As a key link in NASA's Space Shuttle Program, 
Union Pacific began moving dozens of 166-ton 
rocket motor components on custom-built flat 
cars from Corinne, Utah, for eventual delivery to 
Cape Kennedy. The special , heavy-duty cars will 
carry 1,500 rocket-component loads to the Florida 
launching site through 1984. The first space shut
tle flights are scheduled to begin later this year. 
Capital Improvements 
Union Pacific maintained its acknowledged posi
tion as one of the most efficient rail networks in the 
world with several major capital improvements. 

As more than two years of construction draw to 
a close , in April , 1980, the Railroad will begin 
to dispatch trains of up to 150 cars from its huge 
$40.5-million automated westward classification 
yard at North Platte . The combined east-west 
facilities of North Platte comprise the largest clas
sification yard in the world , capable of dispatch
ing 500,000 tons of freight , or upwards of 100 
large trains , a day. 

The efficiency of Union Pacific 's Nebraska / 
Wyoming double-track main line , one of the 
busiest stretches of freight track in the free world , 
was enhanced by the completion of 146 miles of 
centralized-traffic-control (CTC) on its Archer, 
Wyoming , to North Platte section . The Railroad 
now has 3,123 miles of track controlled by CTC , 
an electronic switching and signaling system that 
substantially increases the traffic capacity of 
single or double track . The Railroad also has 
embarked on an extensive siding program in 
Wyoming , Nebraska and Kansas to add opera
tional flexibility to this heavily-traveled section. 
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Because of an expected increase in coal traffic 
on the Wyoming line, the Railroad began work on 
a seven-mile segment of a third main-line track 
between Lookout and Medicine Bow. Union 
Pacific expects to extend this third main line 
another 23 miles, complementing the recently
completed 4.9-mile , Hermosa-Ciores third main
line section between Laramie and Cheyenne. 
The latter remains double-tracked through the 
Hermosa tunnel. 
Equipment 
Union Pacific invested a record $217 .6 million to 
sustain its fleet as one of the most modern and 
versatile in the industry. Of this amount, the Rail
road spent $125.8 million for 180 high-speed 
locomotives, which brought its three-year locomo
tive purchases to a record 390 units, nearly one
quarter of its entire fleet . It also spent $71.4 million 
for 2,296 freight cars and $7 .1 million for 206 en
closed auto racks . Union Pacific constructed at its 
own shops 1,051 open-top hopper cars, 397 
open-top gondola cars and 230 ore gondola cars , 
which are special roll-over units for U.S. Steel's 
plant at Geneva, Utah. 
Maintenance 
Heavier loads , longer trains and higher traffic 
levels underscore the need for outstanding track 
and equipment maintenance. Union Pacific con
tinued to set industry standards for track mainte
nance with expenditures of $247.5 million in 1979. 
This included ballasting 1,958 miles of track, in
stalling 1,056,000 crossties and laying 668 miles 
of rail , 276 of which was continuous-welded rail. 
During 1979, the Railroad also installed 35 miles 
of new high-strength alloy rail on curves that re
ceive the most severe punishment from heavily
laden cars. Rail life is expected to be doubled on 
these sections . 

The Railroad also spent a record $227.2 million 
to maintain its diversified fleet of locomotives 
and cars . 
Computerization 
The use of computers , which are a key to achiev
ing optimum fleet utilization and traffic flow, was 
expanded to cover a wider spectrum of Union 
Pacific 's operations in 1979. 

The Agency Accounting System, a network of 
mini-computers that generates waybills and 
freight bills , was broadened to provide regional 
ized application of freight rates at seven key 
offices in the 9,500-mile system, assuring appli
cation of correct , up-to-the-minute rates for ship
ments originating on Union Pacific . The COIN 
(Complete Operation INformation) system, which 
monitors operations , car utilization and locomo
tive maintenance, was expanded to monitor and 
control hazardous materials traffic throughout 
the Railroad . 

Serving Grand Island, 
Nebraska, right, and many 
other farming centers, 
Union Pacific trains speed 
grain to the West Coast 
for domestic use and 
export to Pacific Rim coun
tries. Union Pacific's 
export feed-grain traffic 
increased 85 times from 
1975 through 1979. Link
ing Thiokol Corporation's 
rocket motor plant near 
Corinne, Utah, with the 
Space Shuttle launching 
facility at Cape Kennedy, 
the Railroad loads out
sized rocket boosters, left 
and above, onto custom
built flat cars for the 
2,600-mile trip to Florida. 
At bottom left, a unit coal 
train eases into an auto
matic unloader at a mid
west electric util ity. 
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Champlin 
Petroleum 

For Champlin Petroleum, 1979 was by far the 
best year in the company's history. Net income 
reached $182 million , up 91 percent over 1978. 
This substantial year-to-year increase resulted 
from higher natural gas and plant liquids produc
tion and the firming of prices for refined products , 
which were depressed during the first half of 1978. 
Revenues advanced 55 percent to $2.1 billion. 
Manufacturing and Marketing 

Part of 1979's improved earnings also stemmed 
from the versatility and efficiency of Champlin 's 
refining operations, especially its Corpus Christi 
refinery, which was extensively modernized and 
expanded between 1974 and 1977 at a cost of 
$300 million. That investment paid important divi
dends in 1979 when the refinery was able to de
vote a large share of its output to such products as 
unleaded gasoline and jet fuel, which were in in
creasing demand throughout the year. The largest 
of Champlin 's three refineries, Corpus Christi has 
a total capacity of 155,000 barrels per day. 

The Corpus Christi refinery also benefited from 
its ability to process virtually all types of crude oils. 
Prior to the expansion , the refinery could process 
only 2 percent of the world 's crude oil grades, 
primarily low-sulfur crude , which is in diminishing 
supply. Today it can process 85 percent of avail
able grades of crude oil , providing it with substan
tial flexibility in the purchase of feedstocks. 

A major expansion of Champlin's refinery in 
Wilmington , California, was carried forward in 
1979. The $130-million program, to be completed 
early in 1981 , will double the refinery's capacity 
to 60,000 barrels a day. In addition, it will enable 
the refinery to upgrade its output to include jet 
fuel , automotive diesel fuel and reformate , a 
blending component for high-octane gasoline. 

Champlin 's third refinery, in Enid, Oklahoma, 
embarked on a $13-million expansion of its petro
leum coking facility, substantially increasing pro
duction of coke , which is used by the aluminum 
industry in its smelting processes. The expansion 
will also bring about a material increase in the 
overall efficiency of the refinery. The company 
also began construction of a 59-mile pipeline for 
the transport of jet fuel from George Air Force 
Base to Edwards Air Force Base in California. 

Champlin continued to strengthen the profitabil
ity of its self-service gasoline stations that now 
comprise 126 of 889 stations . Champlin is espe
cially active in Oklahoma, Kansas and Nebraska, 
and has stations in 18 mid-continent states. 
Production 

Champlin 's improved earnings also reflected in
creased production and higher prices for its natu
ral gas. Production reached 284-million cubic feet 
per day in 1979, up 13 percent over 1978, while the 
average price of natural gas sold by Champlin 
increased from $.94 per thousand cubic feet to 
$1.29 per thousand cubic feet in 1979. 

Production of crude oil was off 10 percent in 
1979, mostly because of the continued decline in 
production of Champlin 's mature fields-Wil
mington in California and Brady in Wyoming . 
Champlin participated in the drilling of 304 gross 
development wells in 1979, up 33 percent from 
1978. Development drilling was particularly active 
in Wyoming , Colorado, Kansas, Oklahoma and 

Soaring into the Utah sky, 
right, a Champlin drilling 
rig in the Pineview Field 
probes for oil. Pineview is 
located in the heart of the 
Overthrust Belt, the most 
active oil and gas explora
tion area in the lower 48 
states. Champlin geolo
gists, top above, study a 
seismic contour map of a 
section of the "Thrust 
Belt, " as they consider 
the siting of an explor
atory well. Pumping crew, 
above, replaces a wellhead 
valve used to monitor 
oil flow at the Wilmington 
Field, the nation's third 
largest producing field. 
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Texas . In Texas , the company has undertaken an 
extensive program of reevaluating known fields to 
determine the potential for additional production 
through a variety of measures that would include 
reworking of older wells, drilling of additional wells 
and various production-stimulation techniques. 

During 1979, Champlin also launched an en
hanced-recovery program at the Wilmington Field , 
using carbon dioxide (C02) pumping procedures . 
The company believes C02 techniques will 
enable it to tap a portion of Wilmington 's large 
reserves that cannot be recovered econom-
ically by normal pumping procedures, or by the 
secondary-recovery water flood methods that it 
now uses. Federal action involving decontrol of 
heavy oil also provides the incentive for increased 
production at Wilmington , which originally began 
producing in 1936 and which remains the third 
largest producing oil field in the United States. 

Production of plant liquids, a byproduct of natu
ral gas that can be used as a fuel, a refinery 
blendstock or as a petrochemical feedstock, in
creased in 1979. Champlin continued its program 
of modernizing its facilities producing plant liq
uids and was able to increase total plant liquid 
production from 11 ,103 barrels per day to 12,379 
barrels per day. It also broke ground for a new 
$12-million gas plant in Utah that will be able to 
process 80-million cubic feet of gas per day from 
wells in the Overthrust Belt. 

Overall , total production of crude oil , plant liq
uids and natural gas (as measured in equivalent 
barrels) rose slightly to 79,993 barrels per day in 
1979. This was the fourth successive year in which 
Champlin was able to increase its total produc
tion of hydrocarbons . Proved reserves of liquid 
hydrocarbons rose to 120.5-million barrels at 
year-end 1979, a 6-percent increase over 1978's 
year-end total. Natural gas reserves increased 
17 percent from 1.3-trillion to 1.5-trillion cubic 
feet over the same period . 
Exploration 
The company launched the most extensive ex
ploration program in its history in 1979. At $305 
million , Champlin's capital expenditures and pro
gram expenses for exploration and development 
were 76 percent higher than 1978 expenditures. 
This outlay underscores Union Pacific Corpora
tion 's continuing commitment to reinvest its profits 
in efforts to discover new oil and gas reserves. 

Champlin participated in the drilling of 66 gross 
exploratory wells in 1979, 23 of which were suc
cessful. The most promising discoveries oc
curred in Wyoming and Utah, in Canada, and in 
Louisiana, Mississippi and Alabama. 

The drilling efforts in Wyoming and Utah were 
generally in the Overthrust Belt, an area that is 
considered to be the most promising new area of 
oil and gas exploration in the lower 48 states. 
To date, Champlin has participated in 13 of 15 
discoveries in the Overthrust. And in that portion 
of the Overthrust Belt running through Union 
Pacific's land grant, Champlin expects to have an 
average share of 18 percent of the production. 

Scheduled to enter pro
duction in mid-1980, 
Champlin's new $27 mil
lion cumene plant at Cor
pus Christi , above, is 
expected to supply 8 
percent of the nation's 
cumene, a petrochemical 
used in the manufacture of 
laminates and building 
materials. Output of 
Champlin's Wilmington, 
California, refinery, near 
right, will double to 60,000 
barrels a day when an ex
pansion program currently 



under way is completed 
in 1981. At far right, a 
welder puts the finishing 
touches on one of 13 
new storage tanks that 
will accommodate the 
refinery's increased 
production. 
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Fractionating towers, 
above, the largest taller 
than a 25-story building, 
separate petrochemical 
components at Champlin's 
Corpus Christi petrochem
ical complex, which will 
enter production later this 
year. A $700-million proj
ect involving Champlin 
and two leading European 
chemical companies, 
the world-scale Corpus 
Christi plant is the largest 
petroleum industry joint 
venture since the Alaska 

pipeline. From the con
trol room, left, engineers 
will monitor production, 
including the functioning 
of 26 processing towers 
and more than 30,000 in
struments and control 
devices. 

Whitney Canyon in southwestern Wyoming, 
where Champlin has an interest in eight of the nine 
wells drilled or drilling, is one of the Overthrust 
Belt's most promising gas fields . Champlin also 
has an interest in a well currently being drilled on 
the land grant five miles north of the principal 
Whitney Canyon discovery well. Preliminary data 
indicates a possible northward extension of the 
Whitney Canyon Field and what could be a signif
icant linkage between it and the neighboring 
Carter Creek Field , north of the land grant. 

Champlin's Canadian drilling activities were 
concentrated in the province of Alberta , where 
during 1979 it participated in eight exploration 
wells, six of which were successful. In Louisiana, 
Mississippi and Alabama, Champlin has been in
volved in deep well drilling for gas in an area 
that may constitute trends through three states. 

Champlin took major steps in 1979 to supple
ment the lands available to it for future drilling . It 
acquired leases on 600,000 acres , increasing its 
total of leased acreage to 2.7-million acres. The 
newly acquired acreage includes an interest in 15 
tracts purchased off the coast of California in the 
Santa Barbara Channel at a cost of $42 million. 
Present plans call for the drilling of eight explora
tory wells in the Santa Barbara Channel in 1980. 
The company also made major acquisitions of 
lands in North Dakota, Montana and New Mexico, 
and acquired acreage in Nevada to commence 
a geothermal program in 1980. In addition , the 
company has access to mineral rights in approx
imately 7.5-million acres in the land grant area. 
Petrochemicals 
Construction continued at the Corpus Christi 
petrochemical complex , which will be com
pleted in 1980. Champlin holds a 37.5-percent 
ownership share and is the operating partner in 
the $700-million undertaking , one of the largest of 
its kind in the United States. Its partners are 
Imperial Chemical Industries, Ltd ., which also 
has a 37.5-percent share , and Solvay & Cie , 
which owns 25 percent of the project. At full pro
duction , the Corpus Christi petrochemical com
plex will have a total output of 1.2-billion pounds 
of ethylene, 500-million pounds of propylene 
and 60-million gallons of benzene. Champlin 's 
partners expect to purchase 80 percent of the 
ethylene , the plant's principal product . 

The rate of demand for petrochemical products 
has been growing rapidly due to the increasing 
use of plastics in a variety of products , ranging 
from machinery components to fabrics for high
fashion clothing . Worldwide demand for ethylene 
is expected to increase by more than 30 percent 
over the next five years . 

In mid-1980, Champlin will complete construc
tion of a $27-million cumene plant at the Cor-
pus Christi refinery site . Cumene is used in the 
production of building materials and high
performance plastics. Two major industrial com
panies have contracted to buy most of the plant's 
output , which , at full production of 400-million 
pounds annually, would represent 8 percent of the 
country's total cumene production . 
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Rocky 
Mountain 
Energy 

Rocky Mountain Energy continued to increase 
earnings from its three principal business units in 
1979. Net income rose 35 percent, from $27.6 
million in 1978 to $37.2 million in 1979. 
Coal 
RME launched two new programs in 1979 that 
should increase output of coal from lands in which 
it holds an interest by nearly 50 percent, from 10.5-
million tons in 1979 to 15.5-million tons in 1980. 

The Black Butte surface mine near Point-of
Rocks in southwestern Wyoming, a joint venture 
with Peter Kiewit Sons ' of Omaha, was the first 
major new western coal mine to receive a Federal 
mine permit under the rigorous standards of the 
Surface Mining Act of 1977. Black Butte made its 
first shipments in August and is currently shipping 
ten 100-car, 10,000-ton unit coal trains weekly to 
Commonwealth Edison plants in Illinois. In the last 
four months of 1979, Black Butte produced 1.3-
million tons of low-sulfur coal-200,000 tons more 
than planned for the start-up period-and should 
increase this output to nearly 5-million tons 
in 1980. At peak production in 1981 , Black Butte 
will probably rank among the largest coal mines 
in the United States, shipping between 6- and 
?-million tons of coal a year- or the BTU equivalent 
of 19-million barrels of imported oil. All of Black 
Butte's coal is sold under long-term contracts . 

By year-end , the new Carbon County under
ground mine had produced over 100,000 tons of 
low-sulfur coal during its mine development 
phase. The total production from the mine is des
tined for Northern Indiana Public Service's plant in 
Wheatfield, Indiana, under a 20-year agreement 
to supply 29-mi llion tons of low-sulfur coal. A joint 
venture with Dravo Corporation of Pittsburgh , 
Carbon County is expected to produce more than 
500,000 tons of coal in 1980, and reach full pro
duction of 1.5-million tons in 1982. 

The Medicine Bow surface mine, a joint venture 
operated by Arch Mineral , shipped 2.3-million 
tons of coal , which was below its planned out
put. The decreased production resulted from 
operational problems with the mine's drag line 
and severe winter weather. 

Stansbury, an underground joint-venture mine 
operated by Ideal Basic Industries, had per
sistent operating problems. Ideal expects the 
development of a new lower seam to result in sig
nificantly higher output in 1980. 

Prospect Point, RME's coal storage and loadout 
facility at the Jim Bridger power plant in south
western Wyoming , shipped almost 700,000 tons 
of coal in 1979, a new high , and this tonnage is 
expected to increase steadily in the future. 

A new surface mine , Leucite Hills , northeast of 
Rock Springs, beginning in 1982 will supply up to 
325,000 tons of coal annually to Tenneco for its 
planned soda ash facility. Rocky Mountain Energy 
has selected five other mine sites , with total re
serves of more than 200-million tons of coal , for 
future development. Two of these-Red Rim and 
China Butte in south-central Wyoming-require 
Federal coal leases to permit large-scale op
eration. Both ventures have been nominated for 
leases in the January, 1981 , Federal sale . 

Removing 50 feet of over
burden, a huge earth
mover, above, uncovers 
a massive 25-foot seam 
of low-sulfur coal , part 
of a 140-million-ton re
serve at RME's new joint
venture Black Butte coal 
mine in southwestern 
Wyoming. The first major 
western surface mine 
to be licensed under the 
Surface Mining Act of 
1977, Black Butte joins 
other RME joint ventures, 
including the Medicine 



Bow surface mine, right, 
and the soon to be opened 
Carbon County under
ground mine, far right. 
RME's total coal produc
t ion is expected to rise to 
15.5-million tons in 1980. 

19 





--------------

Flanked by an excavation 
shovel , technician Kathy 
Haskins, left, selects an 
ore sample used to 
evaluate the quality of a 
mining area at RME's 
joint-venture Bear Creek 
uranium mine. In central 
Wyoming , below, a drilling 
rig tests the potential for 
commercial development 
of a section of Copper 
Mountain's large uranium 
deposit. Dwarfing worker 
on catwalk, an 85-foot 
eva-porator, bottom, pro
duces natural soda ash 
crystals from a trona solu
tion at Stauffer Chemical 
Company of Wyoming's 
plant in Green River, 
Wyoming. 

Natural Soda Ash 
Production of natural soda ash at Green River, 
Wyoming, the world 's largest known trona deposit, 
rose 10 percent to 7-million tons in 1979. The ninth 
most widely used chemical in the United States , 
soda ash is used in the manufacture of glass 
products , inorganic chemicals , paper products , 
biodegradable detergents and baking soda. 

RME benefited from the higher earnings of its 
joint venture, Stauffer Chemical Company of 
Wyoming , and from increased production and 
stronger prices through the royalty arrangements 
it has with Stauffer of Wyoming, FMC Corporation, 
Allied Chemical Corporation and Texasgulf Inc. 

Green River producers will boost existing oper
ating capacity 28 percent to 9.3-million tons a 
year by the end of 1982. Stauffer of Wyoming will 
complete a 27-percent, 420,000-ton expansion in 
1982; and Tenneco, which in 1982 will become the 
fifth soda ash producer, began in October to sink 
the mine shaft for its million-ton-per-year facility. 
Uranium 
Despite concern over nuclear safety and waste 
disposal , RME is convinced that the long-term 
outlook for the uranium industry remains attractive. 
There are 70 U.S. nuclear power plants currently 
in operation and 91 with construction permits . 
RME continues to prepare for the anticipated 
needs of these plants , whose fuel will have to be 
contracted for during 1980-85 in order to guaran
tee dependable, long-term sources of supply. 

RME, as operator, doubled the designed ore
processing capacity of the Bear Creek uranium 
mill near Douglas, Wyoming, from 1,000 to 2,000 
tons a day. Bear Creek is a joint venture with 
Mono Power Company, a subsidiary of Southern 
California Edison . It is currently processing 1,300 
tons a day for its contract customers , Southern 
California Edison and San Diego Gas and Elec
tric , with the remaining capacity committed to 
tolling other companies' ore. 

At Nine Mile Lake and Reno Creek, both in 
Wyoming , a development program has demon
strated the technological feasibility of using in-s itu 
leaching to produce commercial quantities of 
uranium. This recovery method pumps chemical 
solutions underground to dissolve uranium in 
place. The uranium-enriched solutions are 
pumped to a surface plant, where the uranium is 
extracted. RME has applied for Federal permits, 
and further development work is planned in 1980. 

Copper Mountain, a large uranium reserve in 
Wyoming , is in the final stages of a two-year feasi
bility study expected to be completed in the first 
quarter of 1980. RME's uranium exploration pro
gram continues to evaluate the potential of areas 
in the Rocky Mountain region and in Minnesota. 
Other Developments 
A recently assembled technical study team is re
searching the practicality of using RME's multi
million-ton coal reserves in the Great Divide Basin 
in Wyoming for synthetic fuels , such as methanol 
or synthetic natural gas. The feasibility study is 
expected to be completed by the end of 1980. In 
two other joint-development research projects , 
RME is evaluating the potential for production of 
molybdenum in Nevada and mining industrial 
diamonds on the land grant in Wyoming . 
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Upland 
Industries 

Upland Industries Corporation, Union Pacific 's 
land development and land management arm, 
contributes to the corporation 's overall per
formance in two ways through the management , 
development, lease and sale of Union Pacific 
landholdings-which consist of 1.2-million acres of 
land and ?-million acres of mineral rights-and 
as the industrial development agent of Union 
Pacific Railroad . 

In both of these activities , Upland had by far its 
best year ever in 1979. For the second year in 
succession , net income more than doubled over 
the previous year's level , reaching $18.4 million in 
1979. Simultaneously, Upland, cooperating with 
Union Pacific Railroad , attracted a total of 120 new 
facilities, which are expected to generate $32 
million in additional freight revenues annual ly, an 
increase of 28 percent over last year. During the 
past five years , 742 facilities have been located 
along the Railroad 's right-of-way. In 1979, they gen
erated a total of $109 million in freight revenues. 

Upland 's total revenues were $46.6 million in 
1979, a 35-percent increase over the previous 
year. Prominent among last year's transactions 
were two large sales in Long Beach, California: 
a 76-acre site for industrial and commerci al 
development; and a 71-acre site for port-related 
uses, including an automobile import terminal , to 
be served by Union Pacific Railroad. Land sales 
in Wyoming and in Upland industrial parks in 
or near Denver, Seattle and Salt Lake City also 
were particularly strong . 

Companies attracted to Upland sites in 1979 
included Boeing , which purchased 28 acres in 
Portland to expand an aircraft parts manufactur
ing facility; Weyerhauser, which bought 19 acres, 
al so in Portland, to construct a container man
ufacturing facility adjacent to Union Pacific 's 
line; and an investment group that purchased 
26 acres in Laramie , Wyoming , to construct a 
shopping center. 

Upland assisted Nucor Steel in locating a new 
$45-million steel mill along Union Pacific 's right
of-way in Plymouth , Utah , and Uinta Development 
Company, a subsidiary that is 52-percent owned 
by Upland , sold 9,000 acres in the Green River 
Basin area of Wyoming for the site of the new 
Tenneco trona mine and mill. 

Upland continued its program of selling acre
age to rapidly developing Wyoming communities 
for residential construction and for the building of 
industrial , commercial and public facil ities. Since 
1970, Upland has made available 8,000 acres in 
Wyoming for such purposes. 

Upland also was active in Las Vegas , where it 
reached a preliminary agreement to join with the 
Scott Corporation in the expansion of Union 
Pacific 's Union Plaza Hotel , which opened in 1971. 
Upland and Union Pacific Railroad own 320 acres 
adjacent to the hotel-and-casino complex . Upland 
is stud ying future development of the area. 

In 1979, Upland also entered into a joint ven
ture with a California developer to construct a 
350 ,000-square foot warehouse that will be 
leased on a long-term basis to Sharp Electronics , 
the international manufacturer of television sets 
and appliances. Construction commenced last 
November, and the project is scheduled to be 
completed next summer. 

During the year, Upland's industrial develop
ment activities included si te preparation for a 
190-acre corporate park in Kent , Wash ington, 
outside Seattle, and a 138-acre addition to its Cen
tennial Park in Salt Lake City, the fourth expansion 
to this rapidly growing park, which currently houses 
34 compan ies. In all , Upland has developed 57 
industrial parks and districts throughout the west
ern United States. In 1980, Upland plans a greatly 
expanded construction program involving facil
ities in the Denver, Portland and Salt Lake City 
areas and in Rock Springs , Wyoming. 

Last year, Upland also completed the master 
plan for its 1,000 contiguous acres in the Long 
Beach-Los Angeles area. The project has been 
named Upland Pacific and envisions a port
related commercial-and- industrial complex. along 
with expansion of the present Champlin Petro
leum refinery and Union Pac ific Railroad facilities . 



Twenty-five-ton concrete 
wall panels , top, rise in 
front of the Oquirrh Moun
tains as The Aspen Cor
poration's 200,000-square
foot warehouse takes 
shape at Upland 's Centen
nial Park in Salt Lake City. 
The 1,165-acre park is the 
largest of 57 Upland indus
trial parks and districts lo
cated in 11 western states. 
Above, a towering mobile 
crane swings a roofing 
panel atop Subaru's new 
parts distribution and 

headquarters building at 
Upland's industrial park in 
Aurora, Colorado, out
side of Denver. Left , an 
Upland surveying team 
measures lot sizes for 
a new project planned for 
Long Beach, California. 
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People 
and 
Public 
Affairs 

Mounds of earth are 
stockpiled for future resto
ration of RME's joint
venture uranium mine at 
Bear Creek, Wyoming. The 
grassy ridge in the back
ground is a fully restored 
area of the mine site. Rec
lamation activities pro
ceed concurrently with 
mining to ensure minimal 
disruption of the land. 
Thousands of Union 
Pacific's employees par
ticipated in special train
ing or education programs 
throughout the year. At 
Union Pacific Railroad, 
above, locomotive en
gineers received ad
vanced training through 
the use of a computerized 
locomotive simulator. 

Environment and Conservation 
As Union Pacific uses the land-traveling over it 
and extracting minerals from it-the corporation 
has a special responsibility to protect the ecologi
cal systems in which it operates. In 1979, Union 
Pacific companies spent $28 mi ll ion on environ
mental and conservation programs. 

At its refineries and other facilities. Champlin 
takes special measures to avoid the hazards of 
air pollution. At Wilmington, California, where 
Champlin is doubling the capacity of its refinery, 
the company will spend $20 mill ion on pollution
control equipment that will keep total emissions at 
or below the level of the existing refinery. Over the 
last two years, Champlin and its partners spent 
$28.5 million for environmental controls at the 
new Corpus Christi petrochemical complex. 

In its surface mining operations, Rocky Moun
tain Energy backfills the mined areas and re
seeds the land so that the restored landscapes 
will be comparable to those that existed before 
mining began. At the completion of backfilling , 
mined-out pits, which range up to 160 feet in 
depth, are graded, covered and revegetated . 

In the past year, Rocky Mountain Energy spent 
$2 million on environmental studies. With the con
currence of the Bureau of Land Management, 
RME has embarked on two major research proj
ects intended to assess the feasibility of resettling 
wildlife that might be affected by its mining opera
tions. In one study, 116 antelope have been 
marked with neckbands. and 20 of them are carry
ing radio transmitters to enable naturalists to 
develop a record of the areas that the antelope 
normally inhabit. RME also plans to relocate 
several coveys of sage grouse from a proposed 
mining site to an adjacent area to determine if 
the birds are affected by the change in habitat. 

During 1979, Union Pacific Railroad took further 
steps to reduce its fuel -consumption rate. The 
Railroad installed energy-saving devices that 
enhance fuel efficiency and reduce idling speed 
on its trains. Altered operating practices, such 
as changes in the speed, weight and makeup of 
trains, also saved fuel. And throughout the 
corporation , great care is directed to making all 
new construction as fuel-efficient as possible. 
Community Relations 
The expansion of energy-related activities creates 
a need for schools, homes, churches, roads, fire 
stations and other facilities. Last year, Upland 
donated 23 acres in the fast-growing energy de
velopment reg ions of Wyoming for the building 
of such facilities . 

Additionally, Upland continued to make 
donations of land for civic. humanitarian and 
educational uses in communities where it does 
business. One such donation last year was a 48-
acre parcel in Ogden, Utah. The land , situated on 
the Weber River, will be used to establish the Miles 
Goodyear State Park as a recreational area. In 
Cheyenne. a four-and-a-half-acre tract was given 
to the Kiwanis Foundation as the site for a training 
center for the developmentally disabled. Total 
contributions in 1979 to areas where Upland has 
business activities amounted to 76 acres. 
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Thick insulation for the 
administration building at 
A ME's new Carbon County 
underground mine, above, 
typifies the corporation 's 
efforts to conserve energy 
at all its facilities. In 1979, 
Union Pacific spent $28 
million on conservation 
and environmental pro
grams. Union Pacific 
Foundation grants to edu
cation, health, social 
welfare and cultural or
ganizations last year in
cluded partial funding for 



a "chilled water loop," far 
left, to help Texas Chris
tian University reduce 
its fuel consumption and 
a contribution to help 
build a new home for the 
Utah Symphony, left. 

The Railroad also has been involved in facilitat
ing the growth of western towns . Railroad repre
sentatives worked with the Wyoming Highway 
Department and local officials in the state to elimi
nate critical traffic problems. This activity is one 
of many the company's community and public 
relations ' specialists pursue in cooperation with 
the cities and towns on the Railroad's main line. 
Human Resources 

Union Pacific people are at the heart of the corpo
ration's progress . The programs that enhanced 
their ability in the past-education and training
were continued and expanded in 1979. 

Union Pacific Corporation paid $352,000 to 
cover the costs of 1,616 of its employees attend
ing schools and colleges under its Tuition 
Assistance Programs. To ensure strong future 
leadership of the corporation and its operating 
companies , 28 executives participated in man
agement development programs throughout the 
country. The institutions these executives at
tended include the University of Chicago, Colum
bia, Dartmouth, Harvard, M.I.T., the University of 
Michigan, Stanford and the University of Utah. 

Last year, the Railroad conducted training pro
grams at all employment levels, developing the 
skills and abilities of some 9,500 employees. Sev
eral of these programs focused on the use of 
technical equipment , as well as skill enhance
ment . For example, a computerized locomotive 
simulator permitted locomotive engineers to pur
sue advanced instruction in train-handling skills, 
while learning ways of reducing fuel consumption. 
This locomotive simulator will be made available 
to engineers throughout the system. 

In 1979, the Railroad surveyed 10,000 employ
ees , approximately one third of its work force , on 
their attitudes toward the company. Where the 
survey discovered significant attitudinal prob
lems, the Railroad has begun taking steps to mod
ify its work practices. 

Champlin continued to enhance the technical 
skills of its employees through its apprenticeship 
program, which provides for training programs 
that range in length from 33 to 60 months. 

And, at RME, nearly two-thirds of the com
pany's work force attended training workshops or 
short courses designed for orientation or to de
velop job-related skills. 

During the year, Union Pacific Corporation 
and its operating companies continued to in
crease the number of women and minorities in 
hourly and salaried positions. Last year, over 100 
women and minorities entered engineer training 
programs and over 15 entered switchman train
ing programs. Others throughout the corporation 
assumed managerial and supervisory positions, 
and such professional posts as engineer, geolo
gist, lawyer, accountant and analyst. 
Educational Support 
Union Pacific Railroad maintains a scholarship 
program, which in 1979 awarded 105 general 
scholarships of $400 each to outstanding young 
people nominated by the Future Farmers of Amer
ica and 4H Club organizations. It also awarded 
35 new scholarships to the sons and daughters 
of employees and continued 75 scholarships 
that had been granted in previous years . 

During 1979, the corporation also instituted a 
scholarship program which helps to finance the 
education of exceptionally talented children of 
employees and retirees. All finalists in the National 
Merit Scholarship Program receive awards rang
ing from $500 to $2,000 based on need . 

The corporation continued and expanded its 
Matching Gifts Program to colleges , universities 
and secondary private schools. It raised its con
tributions to double the amount of each Union 
Pacific employee's gift to an upper limit of $2,000. 
Through this program the corporation made 
contributions to 152 institutions last year. 
Corporate Contributions 

The extensive philanthropic program of Union 
Pacific Corporation and its four operating com
panies is administered by the Union Pacific Foun
dation. The Foundation, which makes a broad 
range of grants in many of the communities where 
Union Pacific operates, awarded almost 600 
grants in 1979, totaling approximately $3 million. 

Institutions of higher education received the 
largest percentage of the available funds. The 
Foundation also emphasized grants to health 
and medical care facilities. Other grants sup
ported human welfare needs indirectly through 
United Ways or directly through contributions to 
other deserving organizations and local artistic 
and cultural institutions. 

The Foundation encourages projects designed 
to provide continuing benefits for the recipient 
organization through future savings , increased 
efficiency or additional income. A grant to the 
California Institute of Technology exemplifies this 
intent. At Caltech, the Foundation is funding the 
evaluation, purchase, installation and program
ming of an on-line computer system automating 
the Institute's purchasing and warehouse facil
ities , thereby achieving substantial savings. 

Among the Foundation's other contributions in 
1979 was a grant to the Chronic Pain Clinic at 
Latter-Day Saints Hospital in Salt Lake City, which 
treats patients who suffer chronic pain that cannot 
be alleviated by traditional medical or surgical 
means. In Denver, the Foundation is funding the 
Rapid Growth Communities Program conducted 
by the Rocky Mountain Center on Environment. 
The program , a comprehensive study of western 
communities where rapid growth has occurred as 
a result of new energy ventures , seeks to identify 
specific problems caused by this growth and to 
formulate solutions that can be applied to com
munities facing similar problems. 
Management Changes 

Union Pacific made several key management 
appointments in 1979. Paul J. Coughlin, Jr., pre
viously general counsel of the corporation , was 
elected vice president-Washington Affairs, re
placing Richard N. Little, who retired. Phillip 
A. Jordan was elected vice president-Labor Rela
tions & Personnel of Union Pacific Railroad, re
placing Glen L. Farr, who died last April. Farr had 
been a highly respected and much admired figure 
in the field of labor relations for many years. At 
Champlin, B. F Abernathy and Frederick M. Otto 
were named , respectively, senior vice president
Exploration & Production and senior vice pres
ident-Manufacturing & Marketing. 
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Financial 
Review 

The following comments provide an overview of 
consolidated operating results and financial posi
tion as well as financial information on segment 
results. A ten-year summary of key financial data 
appears on page 48. Such data should be read in 
conjunction with the information provided under 
the section entitled "Supplementary lnflat1on In
formation " appearing on pages 35 and 36. 

Consolidated Results 
Revenues advanced to $4.03 billion exceeding 
1978 by $1.04 billion or 35 percent. Net income 
rose to $382.5 million , 45 percent over 1978 earn
ings of $264.1 million. Earnings per common 
share in 1979 were $8.02, an increase of 45 per
cent compared to $5.55 in 1978. 

Each of the Corporation's business segments 
contributed to the increase in earnings. Substan
tially improved prices along with strong demand 
for refined products , crude oil and natural gas ac
counted for the gain in oil and gas operations. In 
contrast , much of 1978 was marked by a world
wide surplus of refined products which caused 
severe cost-price pressures. 

Return on average stockholders' equity in
creased to 15.8 percent for 1979 from 12.0 percent 
for 1978. Net income as a percent of revenues 
for 1979 was 9.5 percent compared with 8.8 per
cent for 1978. 

Operating cash flow advanced 29 per.cent 
in 1979 to $681.8 million from $526.6 million in 
1978. These internally generated funds helped 
finance a major portion of the capital investment 
program , while minimizing the need for additional 
borrowings during this period of high interest 
rates. 

Segment Results . 
Contributions to revenues and net 1ncome by 
business segment for the years ended Decem
ber 31, 1979 and 1978 are presented in the fol
lowing tables: 

Revenues 

Millions of Dollars 1979 

Transportation $1,793.5 44 .5% 
Oil and gas 2,060.0 51 .1 
Mining 894 2.2 
Land 46.6 1.2 
Other income 39.2 1.0 

$4 ,028.7 100.0% 

Net Income 

Millions of Dollars 1979 

Transportat ion $150.7 394% 
Oil and gas 182.1 47.6 
Mining 37.2 9.7 
Land 184 4.8 
Corporate , net (5.9) (1 .5) 

$382 .5 100.0% 

Income Before Extraordinary Item 
• Reinvested in business 
• Dividends declared 
Compound annual growth rate of 
income before extraordinary 
item 1970-79: 19% 

1978 

$1 ,528 .7 51 .1% 
1,330.7 44.5 

69.1 2.3 
34.6 1.2 
26.3 .9 

$2 ,9894 100.0% 

1978 

$140.1 53 .1% 
95.1 36.0 
27.6 104 

8.5 3.2 
(7.2) (2 .7) 

$264.1 100.0% 

Millions of Dollars 
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Transportation 
Earn ings increased $10.6 million or 8 percent 
over 1978. Revenues advanced $264.8 million or 
17 percent and reflect $175.1 million resulting from 
higher freight rates. The regulatory environment, 
under which rates are increased , impedes t1mely 
pass-through of certain inflationary effects to 
shippers. In 1979, the resultmg delay_l1m1ted the 
recovery of certain costs , such as ns1ng d1esel 
fuel prices which nearly doubled , and adversely 
affected 1979 earnings . 

On October 15, 1979, a selective rate increase, 
estimated to yield 6.25 percent , was implemented 
to offset increased costs of wages , materials 
and supplies . A 1.1 percent fuel surcharge be- · 
came effective on January 18, 1980, and a 4 per
cent across-the-board general freight rate 
increase was proposed by the railroad industry in 
February 1980. . . 

Operating expenses rose $267.3 m1ll1on , up 
21 percent from 1978, and included labor cost in
creases of $106.7 million . Higher wage rates and 
benefits accounted for $83.7 million and there
mainder resulted from expanded traffic volume 
and maintenance programs. Materials and . . 
supplies , including diesel fuel , were $117.1 m1ll1on 
higher than 1978, of which approximately $98.5 
million resulted from inflation and the remamder 
from traffic volume. Maintenance , including labor 
and other related costs , increased $77.8 million or 
20 percent in 1979 to $474.7 million .. . . 

Revenue ton-miles reached 74.0 b1ll1on 1n 
1979, up 9 percent over 1978, while carloadings 
increased 2 percent. Total revenue tons earned 1n 
1979 were 104.2 million compared to 98.9 million 
in 1978. 

The following table sets forth 1979 and 1978 
tons carried and freight revenues for maJor 
commodities: 

1979 1978 
Tons Freight Tons Freight 

Percent of Total Carried Revenues Carried Revenues 

Coal 22.8% 10.6% 234% 114% 
Other mineral 

6.9 products 16.2 6.9 16.9 
Farm products 16.1 14.0 13.5 10.9 
Soda ash & chemicals 12.0 13.2 11 .9 13.2 
Food products 10.1 12.7 10.0 12.8 
Forest products 9.3 11 .6 10.1 12.8 
Freight-all kinds 4.0 11 .9 4.0 12.1 
Motor vehicles & parts 1.7 74 2.0 8.6 
Other commodities 7.8 11 .7 8.2 11 .3 

100.0% 100.0% 100.0% 100.0% 

Revenues Millions of Dollars 
• Transportation 
• Energy, natural resources and other 
Consolidated compound annual 
growth rate 1970-79: 17% 
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Oil and Gas 
Earnings were $182.1 million, an increase of 
$87.0 million or 91 percent from 1978. Sales and 
royalties rose $729.3 million or 55 percent , primar
ily due to improved price levels of refined prod
ucts, crude oil, and natural gas. Sales volumes of 
refined products and crude oil , including plant 
products , were down slightly from last year, 
whereas natural gas volume rose by 13 percent. 

Operating costs rose $587.1 million or 51 per
cent over 1978. The major portion of the increase 
($543.6 million) was due to higher crude oil costs, 
together with increased costs of utilities, operat
ing supplies and maintenance. Expanded oil and 
gas exploration and production activities caused 
a $27.9 million increase in depreciation, deple
tion , and amortization . 

An analysis of the changes in net quantities 
of proved reserves of crude oil (including con
densate and natural gas liquids) and natural gas 
during 1979 and 1978 is presented in the follow
ing table : 

Oil in millions of barrels 
Gas in billions of cubic feet 
1979 

Proved developed 
and undeveloped reserves 

Balance at beginning 
of year 

Revis ions of previous 
estimates and 
improved recovery 

Extensions, discoveries 
and other additions 

Purchases of minerals
in-place, net 

Production 

Balance at end of year 

Proved developed reserves 

Balance at beginning 
of year 

Balance at end of year 

1978 

Proved developed 
and undeveloped reserves 

Balance at beginning 

Total United States 
Oil Gas Oil Gas 

114.0 1,250.5 105.1 1,189.9 

13.1 (48.8) 13.7 (495) 

11.5 359.5 10.9 345.4 

.7 7.1 .5 6.2 
(18 .8) (104.7) (17 .9) (101.6) 

120.5 1,463.6 112.3 1,390.4 

108.8 1,070.8 99.9 1,014.1 
115.7 1,2717 107.5 1,206.8 

ofyear 111 .1 964.8 102.2 907.5 
Revisions of previous 

estimates and 
improved recovery 7.7 18.3 7.4 19.7 

Extensions , discoveries 
and other additions 10.4 357.6 9.9 349.8 

Purchases of minerals-
in-place, net 4. 7 3.6 4. 7 3.6 

Production (19.9) (93 .8) (19.1) (90.7) 

Balanceatendofyear 114.0 1,250.5 105.1 1,189.9 

Proved developed reserves 

Balance at beginning 
ofyear 110.6 940.8 101 .7 887.4 

Balanceatendof year 108.8 1,070.8 99.9 1,014.1 

Allocation of Revenue 
Union Pacific 1979 revenues 
of $4,029 million went for: 
• Crude oil, supplies, 
and other costs $2,273 56% 
• Salaries , wages, 
and employee benefits 916 23 
• Federal , state , 
and local taxes 258 6 
• Depreciation, depletion, 
amortization, and retirements 200 5 
• Earnings re invested 
in the business 266 7 
• Dividends to stockholders 116 3 

Total revenues $4,029 100% 

The following table summarizes drilling, pro
duction and refining activities for 1979 and 1978: 

Drilling 1979 1978 

Gross wells drilled 370 276 
Gross productive wells 300 226 
Net wells drilled 180 136 
Net productive wells 139 110 

Production (Per day) 

Net crude oil and natural 
gas liquids (thousand bbl) 51 .6 54.8 

Net natural gas (mmcf) 284.0 251 .0 
Natural gas processed (mmcf) 520.1 461 .8 

Refining (Per day) 

Refinery runs (thousand bbl) 218.1 228.3 
Petroleum product sales (thousand bbl) 198.0 204 .8 

Mining 
Net income increased $9.6 million or 35 percent 
over 1978 and reflected advances in each of the 
three principal business units. Sales and royalties 
rose $20.3 million or 29 percent, primarily due to 
the opening of the Black Butte joint-venture 
coal mine and continued strength in the soda 
ash market. 

Operating expenses increased $6.4 million, up 
12 percent from 1978. The increase was attrib
utable principally to wages , benefits and other 
costs associated with expanded operations. 

Land 
Earnings were $18.4 million , more than double 
1978. Two large land sales in the Los Angeles area 
accounted for much of the gain , with increased 
land sales in Upland industrial parks also con
tributing to the improvement. 

Financial Position 
Union Pacific improved its strong financial po
sition during 1979 as highlighted in the follow
ing table: 

Mill ions of Dollars 1979 

Working capital 
Net properties 
Debt due after one year 
Other assets 

(liabilities) , net 

Stockholders' equity 

$ 66.8 
3,750.8 

(873.1) 

(386.3) 

$2,558.2 

%Increase 
1978 (Decrease) 

$ 184.5 (64%) 
3,292.4 14 
(843.1) 4 

(347.8) 

$2,286.0 12% 

The reduction in working capital reflects utiliza
tion of temporary cash investments to finance 
a portion of the capital investment program. 
Strong cash flows from operations continued to 
provide funds for a major segment of the increase 
in net properties , minimizing the need for addi
tional long-term borrowings. 
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Capital Investments 
During 1979, Union Pacific 's capital investments 
aggregated $858.0 million , an increase of 55 per
cent over 1978. Direct capital expenditures to
taled $668.6 million compared with $424.2 million 
in 1978. Union Pacific's share of capital invest
ments of joint-venture and affiliated companies 
was $189.4 million in 1979 and $128.4 million in 
1978. Total capital investments by business seg
ment for the past two years are set forth in the 
following table : 

Millions of Dollars 1979 1978 

Transportation $305.0 35.6% $241 .7 43.8% 
Oil and gas 465.3 54.2 275.4 49.8 
Mining 80.6 9.4 31 .5 5.7 
Land 7.1 0.8 4.0 07 

$858.0 100.0% $552.6 100.0% 

Transportation expenditures in 1979 include 
equipment acquisitions of $217.6 million , up $38.5 
million or 21 percent from 1978. These 1979 ex
penditures included 180 locomotives and 2,296 
freight cars compared with 120 locomotives and 
2,910 freight cars in 1978. Expenditures for road
way and structures were $87.1 million in 1979 and 
$62.4 million in 1978. Most of the oil and gas capi
tal investments for 1979 were expenditures for 
exploration and development programs in North 
America ($266 million) and $112 million for the 
Corpus Christi petrochemical joint-venture facility 
scheduled for startup in 1980. Joint-venture min
ing investments for 1979 included the Black Butte 
and Carbon County coal mines . 

Planned 1980 capital investments total $968 
million , a 13 percent increase over 1979. Capital 
spending for energy and natural resource proj
ects account for 62 percent of this program and 
transportation the remaining 38 percent. 

Financing 
Total borrowings aggregated $921.6 million at 
December 31 , 1979, representing a net decrease 
during the year of $10.8 million . Financing ob
tained by the Corpus Christi petrochemical 
complex in 1979 enabled this affiliate to repay 
approximately $69 million of advances from 
Union Pacific . Borrowings to total capital 
employed decreased to 22.2 percent at Decem
ber 31 , 1979, compared with 24.7 percent at 
year-end 1978. 

Capital Investments Mill ions of Dollars 
(Inc ludes advances to and capital 
expend itures of unconsolidated 
affil iated companies ) 
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Stockholders' Equity 
Stockholders' equ1ty of Union Pacific aggregated 
$2.6 billion at December 31, 1979, an increase of 
$272.3 million over last year. Book value per 
common share also increased by $5.53 to $53.51 
at December 31, 1979. The 4 7, 770,538 shares of 
common stock outstanding were held by 68,047 
stockholders of record on December 31 , 1979. 
Common stock dividends declared during 1979 
amounted to $115.7 million, up $17.0 million or 17 
percent from 1978. On November 29, 1979, the 
Board of Directors raised the quarterly dividend 
rate 22 percent from $0.575 to$. 70 per share, or 
$2 .80 per share on an annual basis. Common 
dividends per share increased from $2.075 per 
share in 1978 to $2.425 in 1979, the seventh 
consecutive annual increase. Union Pacific has 
paid dividends to its common stockholders 
during each of the past 80 years. 

Dividends Declared 1979 1978 

Common Stock 

1st quarter $.575 $.50 
2nd quarter .575 .50 
3rd quarter .575 .50 
4th quarter .70 .575 

A preferred stock dividend of $.11875 per share 
was declared in each quarter of 1979 and 1978. 

Market Price 1979 1978 

Common Stock High Low High Low 

1st quarter $61 Y4 $51V2 $48'l'a $40'l'a 
2nd quarter 703/a 58 50'l'a 4234 
3rd quarter 74 683/a 553/4 42V2 
4th quarter 78V2 65 60% 5034 

Preferred Stock 

1st quarter $21 $18 $17 $14Y2 
2nd quarter 24V2 21 17% 1434 
3rd quarter 26 24V4 19 15 
4th quarter 27% 23 20o/a 17Y2 

1978 Operating Results in Retrospect 
In 1978, revenues were $2.99 billion, an increase 
of $435.1 million or 17 percent over 1977. Net 
income in 1978 of $264.1 million was up $42.2 mil
lion or 19 percent from 1977 net income of $221.9 
million. Earnings per share in 1978 were $5.55 
compared to $4.68 in 1977. Net income by busi
ness segment was as follows: 

Mill ions of Dollars 

Transportation 
Oil and gas 
Mining 
Land 
Corporate , net 

Operat ing Cash Flow 
(Before extraordinary item) 

1978 

$140.1 
95.1 
27.6 

8.5 
(7 .2) 

$264.1 

1977 

$116.3 
84.4 
23.2 

4.2 
(6.2) 

$221 .9 

Millions of Dollars 
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The 1978 growth in net income was essentially 
due to greater volume from expanded or new bus
iness operations in each of the business seg
ments and improved prices for refined products 
and natural gas. 

Transportation revenues rose $215.2 million 
(16 percent) from 1977 primarily as a result of 
revenue ton-mile gains in grain, coal, motor vehi
cles and parts, and soda ash. The increase from 
higher freight rates was virtually offset by the ef
fects of inflation. Natural resource revenues in
creased $219.6 million or 18 percent over 1977 
due largely to higher sales volumes ($111.4 million) 
of refined products and natural gas, as well as im
proved price levels and increased uranium and 
coal volume. 

Costs and expenses increased $375.5 million. 
Transportation operating expenses were up 
$178.1 million , including labor cost increases of 
$102.0 million and higher fuel and supply costs 
amounting to $41.2 million . Oil and gas operating 
costs rose $166.0 million, of which $128.9 million 
was associated with higher sales volumes, higher 
crude oil prices and increased utility costs. 

Supplementary Inflation Information 
Introduction 
Although traditional accounting methods (based 
on historical cost) offer the most objective and re
liable way of measuring financial transactions , 
there is a general consensus that they do not ap
propriately measure a company's profitability and 
capital in times of severe inflation. For example , 
investments in plant and equipment and inven
tories made over an extended period of time are 
added together as if each dollar represented an 
equivalent unit of purchasing power. These as
sets are then allocated against current period 
revenues in arriving at annual net income, even 
though the dollars involved represent different 
amounts of purchasing power and generally do 
not reflect the higher current cost of doing 
business. 

Additionally, while revenues , earnings and divi
dends often increase during a period of inflation, 
those increases do not always represent progress 
in real terms. After adjustment for inflationary 
changes from year to year, trends may be altered 
considerably if revenues have not kept pace with 
inflation or rising costs have exceeded increases 
in inflation. Consequently, perceptions of busi
ness income and growth that simply equate dollar 
increases with substantive progress may not 
be realistic . 

Income Before Extraordinary Item 
• Historical 
• Constant dollars 

75 76 77 

Millions of Dollars 

78 79 

420 

350 

280 

210 

140 

70 

0 

In response to these concerns , the Financial 
Accounting Standards Board (FASB) has recently 
adopted requirements for experimental disclo
sure of price level adjusted financial data to sup
plement traditional financial statements. The 
underlying principles of accounting used in the 
financial statements remain unchanged under 
these disclosures . 

Constant Dollar Basis 
The accompanying data presents selected finan
cial information measured in equivalent units of 
purchasing power. Hence, amounts for deprecia
tion and property, plant and equipment, except for 
railroad track structure and related right of way, 
were restated by applying the average Consumer 
Price Index for all Urban Consumers (CPI-U) for 
the year 1979. Similar restatements were made for 
inventories and , as appropriate , related cost of 
sales; no restatement was required for cost of 
sales determined under the LIFO method since 
the recorded amount generally reflects inflation 
impacts. The resulting increases for these assets 
were included in net assets. 

Price-level restatement was not made for rail
road track structure and related right of way asset 
balances because the rate-regulated environ
ment for Union Pacific Railroad precludes re
covery of this amount ($2.0 billion at December 
31 , 1979) from estimated future revenues. Under 
the generally accepted industry practice of re
placement accounting for track structure , the cost 
of replacing track in kind is charged to operations 
currently. Consequently, track structure and re
lated right of way have been reflected in net as
sets at book value which aggregates $610 million 
at December 31 , 1979. 

Purchasing Power Gain 
Another inflationary measurement arising from 
price level adjusted data is the calculation of 
a purchasing power "gain" or "loss" on net mon
etary amounts. Thus, during inflationary periods, 
liabilities, such as accounts payable , debt and 
deferred income taxes, and other obligations to 
pay a fixed sum of money result in a gain because 
amounts owed will be repaid in future periods with 
dollars having less purchasing power. On the 
other hand, assets , such as cash , accounts re
ceivable and other claims to cash , lose purchas
ing power. 

Review of Constant Dollar Data 
The price-level data presented eliminates infla
tionary impacts arising from the erosion of the 
purchasing power of the dollar over time. Inflation 
adjusted amounts generally compare less fa
vorably with amounts measured using historical 
cost. However, during the last five years , Union 

Revenues 
• Constant dollars 
• Historical 
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The 1978 growth in net income was essentially 
due to greater volume from expanded or new bus
iness operations in each of the business seg
ments and improved prices for refined products 
and natural gas . 

Transportation revenues rose $215.2 million 
(16 percent) from 1977 primarily as a result of 
revenue ton-mile gains in grain, coal , motor vehi
cles and parts , and soda ash. The increase from 
higher freight rates was virtually offset by the ef
fects of inflation. Natural resource revenues in
creased $219.6 million or 18 percent over 1977 
due largely to higher sales volumes ($111.4 million) 
of refined products and natural gas, as well as im
proved price levels and increased uranium and 
coal volume. 

Costs and expenses increased $375.5 million. 
Transportation operating expenses were up 
$178.1 million, including labor cost increases of 
$102.0 million and higher fuel and supply costs 
amounting to $41.2 million. Oil and gas operating 
costs rose $166.0 million, of which $128.9 million 
was associated with higher sales volumes, higher 
crude oil prices and increased utility costs . 

Supplementary Inflation Information 
Introduction 
Although traditional accounting methods (based 
on historical cost) offer the most objective and re
liable way of measuring financial transactions, 
there is a general consensus that they do not ap
propriately measure a company's profitability and 
capital in times of severe inflation. For example, 
investments in plant and equipment and inven
tories made over an extended period of time are 
added together as if each dollar represented an 
equivalent unit of purchasing power. These as
sets are then allocated against current period 
revenues in arriving at annual net income, even 
though the dollars involved represent different 
amounts of purchasing power and generally do 
not reflect the higher current cost of doing 
business. 

Additionally, while revenues , earnings and divi
dends often increase during a period of inflation, 
those increases do not always represent progress 
in real terms. After adjustment for inflationary 
changes from year to year, trends may be altered 
considerably if revenues have not kept pace with 
inflation or rising costs have exceeded increases 
in inflation. Consequently, perceptions of busi
ness income and growth that simply equate dollar 
increases with substantive progress may not 
be realistic. 

Income Before Extraordinary Item 
• Historical 
• Constant dollars 
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In response to these concerns, the Financial 
Accounting Standards Board (FASB) has recently 
adopted requirements for experimental disclo
sure of price level adjusted financial data to sup
plement traditional financial statements . The 
underlying principles of accounting used in the 
financial statements remain unchanged under 
these disclosures. 

Constant Dollar Basis 

The accompanying data presents selected finan
cial information measured in equivalent units of 
purchasing power. Hence, amounts for deprecia
tion and property, plant and equipment, except for 
railroad track structure and related right of way, 
were restated by applying the average Consumer 
Price Index for all Urban Consumers (CPI-U) for 
the year 1979. Similar restatements were made for 
inventories and , as appropriate , related cost of 
sales; no restatement was required for cost of 
sales determined under the LIFO method since 
the recorded amount generally reflects inflation 
impacts. The resulting increases for these assets 
were included in net assets. 

Price-level restatement was not made for rail
road track structure and related right of way asset 
balances because the rate-regulated environ
ment for Union Pacific Railroad precludes re
covery of this amount ($2 .0 billion at December 
31, 1979) from estimated future revenues . Under 
the generally accepted industry practice of re
placement accounting for track structure , the cost 
of replacing track in kind is charged to operations 
currently. Consequently, track structure and re
lated right of way have been reflected in net as
sets at book value which aggregates $610 million 
at December 31 , 1979. 

Purchasing Power Gain 
Another inflationary measurement arising from 
price level adjusted data is the calculation of 
a purchasing power "gain" or "loss" on net mon
etary amounts . Thus, during inflationary periods, 
liabilities , such as accounts payable , debt and 
deferred income taxes, and other obligations to 
pay a fixed sum of money result in a gain because 
amounts owed will be repaid in future periods with 
dollars having less purchasing power. On the 
other hand , assets, such as cash , accounts re
ceivable and other claims to cash , lose purchas
ing power. 

Review of Constant Dollar Data 
The price-level data presented eliminates infla
tionary impacts arising from the erosion of the 
purchasing power of the dollar over time. Inflation 
adjusted amounts generally compare less fa
vorably with amounts measured using historical 
cost. However, during the last five years , Union 
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Pacific , despite the relatively high inflation in re
cent years , has maintained positive performance 
trends in real growth terms as indicated in the 
accompanying data and charts. 

Supplementary Inflation Data for 1979 Presented in Average 
1979 Constant Doll ars 

Mil lions of Dollars 

Revenues 
Depreciation, depletion , 
amortizat ion, and reti rements 

Al l other costs and expenses 

Income before Federal 
income taxes 

Federal income taxes 

Net income 

Historical 
Amounts 

As Reported 

$4,029 

200 
3,267 

562 
180 

$ 382 

Gain from dec line in purchasing 
power of net amounts owed 

Constant 
Dollar 

Amounts 

$4,029 

305 
3,271 

453 
180 

$ 273 

$ 199 

The constant dollar amounts shown above re
flect adjustments to historical amounts for depre
ciation , depletion, and amortization and certain 
costs of sales. No adjustment has been made to 
revenues and other costs , including income 
taxes, as these are deemed to have been incurred 
evenly over the year and thus are effectively 
stated in average 1979 dollars. The decline in net 
margin (net income as a percentage of revenues) 
from 9.5 percent on a historical cost basis to 6.8 
percent on an inflation adjusted basis reflects the 
adverse effects of inflation on the Corporation 's 
operations, in particular, those of the Railroad . 

After adjusting for inflationary increases in 
property costs , principally those of the Railroad , 
depreciation rose by $105 million or 52 percent. 
This increase produces a dollar-for-dollar reduc
tion in net margin since the additional amount is 
not deductible under present income tax law; had 
such depreciation and other increased costs 
been deductible, the reduction in income taxes 
would have provided $50 million for replacement 
of existing productive capacity. These adverse ef
fects of inflation are likely to continue , particularly 
when measured in terms of changes in specific 
prices, unless inflationary cost increases are 
realized currently in rates and prices authorized 
by regulatory agencies, and until income tax pol
icy is revised to eliminate taxation of the portion of 
profits unrealized because of inflation . 

Supplementary Inflation Data for Five Years Presented in 
Average 1979 Constant Dollars 

Millions of Dollars 
Except Per Share 
Amounts 1979 1978 1977 1976 1975 

Revenues $4,029 $3,326 $3,060 $2,633 $2,495 
Income before 
extrao rd inary 
item 273 185 175 159 110 

Per common share: 
Earnings 5.72 3.90 3. 69 3.40 2.37 
Cash dividends 

dec lared 2.425 2.309 2.126 1.881 1.888 
Market pri ce at 
year-end 68.32 55.18 57.10 63.92 50.74 

Net assets at 
year-end 3,915 3,788 3,671 3,469 3,455 

Gain from dec line 
in purchas ing 
power of net 
amounts owed $ 199 $ 134 $ 100 $ 69 $ 91 

Average CPI-U 217.4 195.4 181.5 170.5 161 .2 

Since 1975, consolidated revenues grew at a 
13 percent compound annual growth rate after ad
justment for general inflation , as compared 
to 21 percent on the traditional measurement 
basis. The majority of this real dollar growth arose 
from volume increases in both Railroad and natural 
resource operations . The balance is attributable 
to natural resource product prices exceeding the 
rate of general inflation. 

Income before extraordinary item increased at 
a 26 percent compound annual growth rate since 
1975 on an inflation adjusted basis , or approxi
mately the same as the historical rate. These 
rates, however, include the impacts of the reces
sion occurring during 1975. Comparable com
pound annual growth rates using 1976 as the 
base year were 20 and 27 percent, respectively. 
To a large extent, the benefits derived from the 
Corporation 's capital investment programs 
in recent years , including a significant expansion 
of capacity at the Corpus Christi refinery, have 
contributed substantial earnings growth in real 
dollar terms. 

Purchasing power gains on net amounts owed 
increased from $91 million in 1975 to $199 million 
in 1979. These gains, which result from the declin
ing purchasing power of the dollar due to inflation 
together with increases in net amounts owed dur
ing the period , serve to some extent as an offset
ting hedge against inflation's adverse impact on 
operating profits . However, a gain in purchasing 
power does not represent receipt of cash and, 
therefore, should not be considered as providing 
funds for reinvestment or dividend distribution 
in the current period . 

Return on equity ratios based on the constant 
dollar data also declined considerably relative to 
the comparable historical ratios, although an im
proving trend has been maintained . 

Union Pacific common shareholders have en
joyed substantial growth in real dollar terms in 
both dividends and stock appreciation over this 
period . After adjusting for inflation , dividends to 
common stockholders increased 28 percent and 
market price per common share rose by 
35 percent since year-end 1975. The inflation ad
justed average annual yield to common stock
holders on a total return basis (stock appreciation 
plus dividends) amounted to 11.0 percent per 
annum during the same period . 

Current Cost Basis 

Current cost data, which for the reasons dis
cussed below are not presented herein, restate 
depreciation and cost of sales to reflect changes 
in the specific prices of the related property, plant 
and equipment and inventory since acquisition. 
Specific price changes of assets are influenced 
not only by changes in the general purchasing 
power of the dollar, but also by supply and de
mand factors , including technological changes. 
Specific prices may, therefore , be more or less 
than , and may even be counter to, changes in 
general prices and when included in price level 
adjusted data may yield results significantly 
different from those presented on a constant 
dollar basis. 

The FASB continues to debate the appropriate 
current cost methodology for certain industries, 
including the oil and gas, mining and real estate 
industries which in the aggregate represent 
a significant portion of Union Pacific 's consoli
dated operations. Consequently, Union Pacific 
must postpone disclosures of inflation-adjusted 
financial data on this basis. 



Responsibilities for Financial Statements 
The accompanying financial statements, which 
consolidate the accounts of Union Pacific Corpo
ration and its subsidiaries, have been prepared in 
conformity with generally accepted accounting 
principles appropriate in the circumstances. 

The integrity and objectivity of data in these 
financial statements and accompanying notes, 
including estimates and judgments related to 
matters not concluded by year-end, are the 
responsibility of management as is all other infor
mation in this Annual Report unless otherwise 
indicated . Management devotes ongoing atten
tion to review and appraisal of its system of inter
nal controls to provide reasonable assurance at 
reasonable cost that the Corporation's assets 
are protected and that transactions and events 
are recorded properly. This system is augmented 
by a staff of corporate traveling auditors supple
mented by internal auditors in the subsidiary 
operating companies ; careful attention to selec
tion and development of qualified financial 
personnel ; programs to ensure timely communi
cation and monitoring of policies, standards and 
delegated authorities; and evaluation by inde
pendent public accountants during their exam
ination of the annual financial statements. 

These financial statements have been exam
ined by Deloitte Haskins & Sells , independent 
public accountants. Their report , which appears 
on this page, expresses their opinion on whether 
management's financial statements, considered 
in their entirety, present fairly the Corporation 's 

Auditors' Opinion 
Union Pacific Corporation, its Directors and 
Stockholders: 

We have examined the statements of consoli
dated financial position of Union Pacific Corpora
tion and subsidiary companies as of December 
31 , 1979 and 1978 and the related statements of 
consolidated income, consolidated changes in 
stockholders' equity, and consolidated changes 
in financial position for the years then ended. Our 
examinations were made in accordance with 
generally accepted auditing standards and, ac
cordingly, included such tests of the accounting 
records and such other auditing procedures as 
we considered necessary in the circumstances. 

In our opinion, such consolidated financial 
statements present fairly the financial position of 
Union Pacific Corporation and subsidiary com
panies at December 31, 1979 and 1978 and the 
results of their operations and the changes in their 
financial position for the years then ended, in 
conformity with generally accepted accounting 
principles appl ied on a consistent basis. 

January 28,1980 
(February 12,1980, 
as to certain information 
in Note 12) 
New York, New York 

financial condition and operating results in 
conformity with generally accepted accounting 
principles. Their examination is conducted in 
accordance with generally accepted auditing 
standards and includes a review of internal con
trols and sufficient tests to provide them with rea
sonable assurance that the financial statements 
are neither materially misleading nor contain ma
terial errors. 

The Audit Committee of the Board of Directors, 
composed entirely of outside directors as iden
tified on page 30, meets regularly with financial 
management, internal auditors and the indepen
dent public accountants to review the work of 
each. The independent public accountants have 
free access to the Audit Committee, without man
agement representatives present, to discuss the 
results of their examination and their opinions on 
the adequacy of internal controls and the quality 
of financial reporting . 

Chairman of the Board 
and Chief Executive Officer 

W.~.~~--
Senior Vice President 
Finance 
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Statement of 
Consolidated 
Income 

Union Pacific Corporation and Subsidiary Companies 

Thousands of Dollars Except Per Share Amounts 1979 1978 

Revenues 
Transportation $1,793,478 $1,528,739 
Natural resources-sales and royalties 2,195,996 1,434,422 
Equity and other income (Note 3) 39,215 26,267 

Total 4,028,689 2,989,428 

Costs and Expenses 
Crude oil and other petroleum raw materials 1,241,391 762,653 
Salaries, wages , and employee benefits 916,499 785,877 
Materials and supplies 486,051 364,275 
Depreciation, depletion, amortization, and retirements 200,175 166,801 
Utilities 144,981 112,869 
Interest expense 69,217 68,342 
State and local taxes 77,739 66,956 
Other costs 329,888 264,076 

Total 3,465,941 2,591,849 

Income Before Federal Income Taxes 562,748 397,579 
Federal Income Taxes (Note 5) 180,262 133,469 

Net Income $ 382,486 $ 264,110 

Earnings Per Common Share $ 8.02 $ 5.55 

Dividends Per Common Share $ 2.425 $ 2.075 

The accompanying accounting policy disclosures and notes to financial statements are an integral part 
of these statements. 



Statement of 
Consolidated 
Financial 
Position 

Union Pacific Corporation and Subsidiary Companies 

Assets Thousands of Dollars 

Current Assets 
Cash (Note 6) 
Temporary cash investments (Note 3) 
Accounts receivable-net 
Inventories (Note 2) 
Other current assets 

Total 

Investments (Note 3) 
Investments in and advances to affiliated companies 
Other investments 
Land held for future development, at cost 

Total 

Properties (Notes 4 and 6) 

December 31, 1979 

$ 16,477 
57,767 

461,569 
266,349 
61,763 

863,925 

237,550 
60,634 
41,472 

339,656 

Less accumulated depreciation, depletion, and amortization 
5,000,576 
1,249,734 

Net 

Other Assets and Deferred Charges 

Total Assets 

Liabilities and Stockholders' Equity 

Current Liabilities 
Short-term borrowings (Note 6) 
Accounts and wages payable 
Income and other taxes (Note 5) 
Dividends and interest 
Debt due within one year (Note 6) 
Other current liabilities 

Total 

Debt Due After One Year (Note 6) 
Deferred Federal Income Taxes (Note 5) 
Other Liabilities and Deferred Credits 
Stockholders' Equity (page 41) 

Total Liabilities and Stockholders' Equity 

3,750,842 

132,460 

$5,086,883 

$ 
414,597 
104,595 
54,119 
48,510 

175,354 

797,175 

873,059 
744,927 
113,493 

2,558,229 

$5,086,883 

December 31, 1978 

$ 21,521 
160,485 
337,850 
195,491 
52,746 

768,093 

116,810 
62,256 
46,318 

225,384 

4,442,106 
1,149,667 

3,292,439 

151 '195 

$4,437,111 

$ 42,000 
193,004 
83,250 
50,216 
47,278 

167,843 

583,591 

843,119 
634,518 

89,918 
2,285,965 

$4,437,11 1 

The accompanying accounting policy disclosures and notes to financ ial statements are an integral part 
of these statements. 
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Statement of 
Consolidated 
Changes 
in Financial 
Position 

Union Pacific Corporation and Subsidiary Companies 

Thousands of Dollars 1979 1978 

Source of Funds 
Operations 

Net income $ 382,486 $264,110 

Charges not requiring current outlay of working capital 
Depreciation and other non-cash charges 204,417 165,897 

Non-current deferred Federal income taxes 111,216 57,721 

Working capital provided by operations 698,119 487,728 

Proceeds from long-term financing 90,000 51 ,000 

Changes in funds seg regated for capital expenditures 8,711 106,634 

Advances repaid by affiliated companies 84,472 95,970 

Other- net 22,297 36,875 

Total 903,599 778,207 

Application of Funds 
Dividends declared 115,764 98,787 

Reduction of long-term debt 60,197 76,088 

Capital expenditures 
Transportation 305,025 241 ,749 

Oil and gas 353,420 176,543 

Other 10,172 5,906 

Advances to affiliated companies 176,773 125,225 

Total 1,021,351 724,298 

Change in Working Capital During Year (117,752) 53,909 

Working Capital at Beginning of Year 184,502 130,593 

Working Capital at End of Year $ 66,750 $184,502 

Components of Increases (Decreases) in 
Working Capital 
Cash $ (5,044) $ (3,729) 

Temporary cash investments (102,718) 156,026 

Accounts receivab le 123,719 15,652 

Inventories 70,858 3,1 91 

Other current assets 9,017 ( 14,154) 

Short-term borrowings 42,000 12,000 

Accounts and wages payable (221,593) (49,447) 

Other current liabilities (33,991) (65,630) 

Total $ (117,752) $ 53,909 

The accompanying accounting policy disclosures and notes to financ ial statements are an integral part 

of these statements. 



Statement of Union Pacific Corporation and Subsidiary Companies 

Consolidated 
Changes in 
Stockholders' 
Equity 

Thousands of Dollars 

Capital Stock (Note 8) 
Preferred Stock, no par value (authorized 10,000,000 
shares) ; 43;4% Convertible Preferred Stock, 
Series A; $10 stated value-outstanding 

Balance at beginning of year (233,800 shares in 1979; 
281 ,189 in 1978) 

Less shares converted into Common Stock 
(36,406 shares in 1979; 4 7,389 in 1978) 

Balance at end of year (197,394 shares in 1979; 
233,800 in 1978) 

Common Stock, $5 par value (authorized 60,000,000 
shares)-outstanding 

Balance at beginning of year (47,591 ,922 shares 
in 1979; 4 7,4 76,530 in 1978) 

Issuance of shares upon conversion of 43;4% 
Convertible Debentures and Preferred Stock, and 
exercise of stock options (178,616 shares in 
1979; 115,392 in 1978) 

Balance at end of year (47,770,538 shares in 1979; 
4 7,591 ,922 in 1978) 

Paid-in Surplus 
Balance at beg inning of year 
Issuance of Common Stock in excess of par upon 

conversion of 43/4% Convertible Debentures and 
Preferred Stock, and exercise of stock options 

Balance at end of year 

Retained Earnings (Note 6) 
Balance at beginning of year 
Net income 

Dividends declared (Note 8) 

Balance at end of year 

Total Stockholders' Equity 

1979 1978 

$ 2,338 $ 2,812 

364 474 

1,974 2,338 

237,960 237,383 

893 577 

238,853 237,960 

111,897 108,887 

5,013 3,010 

116,910 111 ,897 

1,933,770 1,768,447 
382,486 264,110 

2,316,256 2,032,557 
115,764 98,787 

2,200,492 1,933,770 

$2,558,229 $2,285,965 

The accompanying accounting policy disclosures and notes to financial statements are an integral part 
of these statements. 
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Business 
Segments 

Union Pacific Corporation and Subsidiary Companies 

Thousands of Dollars 1979 1978 1977 1976 1975 

Revenues<al 
Transportation $1,793,478 $1 ,528,739 $1,313,567 $1 '174,544 $1,004,342 
Oil and gas 2,060,024(b) 1,330,743 1 '141 ,044 826,746 731,528 
Mining 89,406 69,122 47,190 24,809 19,145 
Land 46,566 34,557 26,615 21 ,256 19,674 
Equity and other income 39,215 26,267 25,879 17,609 75,413(C) 

Total $4,028,689(b) $2,989,428 $2,554,295 $2,064,964 $1,850,102 

Operating Profit 
Transportation $ 249,504 $ 252,087 $ 214,991 $ 179,604 $ 148,294 
Oil and gas 328,403 186,264 162,589 113,628 14,778(d) 
Mining 29,459 15,621(e) 17,783 10,210 7,883 
Land 23,083 10,734 3,509 5,865 3,239 

Total $ 630,449 $ 464,706 $ 398,872 $ 309,307 $ 174,194 
Equity and other income 39,215 26,267 25,879 17,609 75,413(c) 
Interest expense (69,217) (68,342) (66,817) (60,672) (48,352) 
Corporate expenses (37,699) (25,052) (19,945) (19,063) (13,678) 

Income before 
Federal income taxes $ 562,748 $ 397,579 $ 337,989 $ 247,181 $ 187,577 

Assets at December 31 
Transportation $3,151,394 $2,859,160 $2,796,562 $2,587,498 $2,459,493 
Oil and gas 1 ,530,119 1,142,687 1,055,093 827,806 710,555 
Mining 200,002 119,175 98,982 80,230 59,472 
Land 88,549 92,326 102,661 115,476 120,147 
Corporate<tl 116,819 223,763 63,127 82,736 68,581 

Total $5,086,883 $4,437,111 $4,116,425 $3,693,746 $3,418,248 

Depreciation, 
Depletion, Amortization, 
and Retirements 
Transportation $ 96,545 $ 91,572 $ 86,397 $ 80,288 $ 75,310 
Oil and gas 100,544 72,599 58,925 47,894 121,941(d) 
Mining 1,845 1,403 1 '122 312 795 
Land 738 724 682 719 852 
Corporate 503 503 503 503 357 

Total $ 200,175 $ 166,801 $ 147,629 $ 129,716 $ 199,255 

Capital Expenditures 
Transportation $ 305,025 $ 241,749 $ 204,189 $ 177,943 $ 205,780 
Oil and gas 353,420 176,543 147,243 187,135 205,917 
Mining 8,172 5,140 12,339 12,958 20,335 
Land 2,000 766 450 273 2,620 
Corporate 5,098 

Total $ 668,617 $ 424,198 $ 364,221 $ 378,309 $ 439,750 

The accompanying accounting policy disclosures and notes to financial statements are an integral part 
of this information . 

1• 1The Corporation operates principally in the United States. tdlAfter provision for loss of $60.8 million to fully reserve 
tblQil and gas includes $22.1 million of 1979 intersegment Champlin 's interest in certain unproductive leaseholds. 
sales of diesel fuel used in transportation operations. Such 1• 1After $6.7 million writeoff of a portion of the Stansbury coal 
sales were nominal in prior years. mine venture as a result of depleted and otherwise uneco-
tel Includes a $59.9 million gain from sale of interests in nomic coal seams. 
British North Sea. tflCorporate assets are principally cash, temporary cash 

investments and marketable securities . 



Accounting 
Policies 

Principles of Consolidation 
The consolidated financial statements include the 
accounts of Union Pacific Corporation (Corpora
tion) and all subsidiaries . Investments in 
affiliated companies (companies in which the 
Corporation owns between 20% and 50% of the 
voting stock) are accounted for on the equity 
method . All material intercompany transactions 
are eliminated. 

Inventories 
Materials and supplies are valued at average 
cost . Refined products and crude oil are valued at 
cost under the last-in, first-out method (LIFO) . 
Real estate developed and held for sale is carried 
at the cost of land and improvements thereto ; 
however, administrative costs, property taxes and 
other carrying charges are expensed currently. 
All inventories are valued at the lower of cost 
or market. 

Oil and Gas Accounting Policies 
Champlin Petroleum Company (Champlin) fol
lows the successful efforts method of accounting 
for oil and gas exploration costs. 

Costs of developing producing properties , in
cluding drilling costs and applicable leasehold 
acquisition costs , are capitalized . Drilling costs 
of unsuccessful exploratory wells, geological 
and geophysical costs and carrying costs are 
charged to expense when incurred. 

Depletion and amortization of producing 
properties , including depreciation of well and 
support equipment, are recorded by a unit-of
production method based upon proved reserves . 
Acquisition costs of unproved properties are 
amortized from date of acquisition on a composite 
basis which considers past success experience 
and average lease life. 

Mining Accounting Policies 
Leasehold and development costs are capital
ized and subsequently amortized on a unit
of-production method when production 
commences. Carrying costs of mineral rights 
are expensed currently. 

Depreciation 
Provisions for depreciation are computed princi
pally on the straight-line method based on esti
mated service lives of depreciable properties , 
except for rails , ties and other track material 
owned by Union Pacific Railroad Company (Rail
road) for which the generally accepted industry 
alternative of replacement accounting is utilized . 
Under this method , replacements in kind are 
charged to expense and betterments (improve
ments) are capitalized. 

Retirements 
When property is sold or retired , the cost and ac
cumulated depreciation and depletion are written 
off and related gains and losses are reflected in 
income, except for railroad equipment or depre
ciable road property, where the cost less salvage 
value is charged to accumulated depreciation . 

Excess of Investment in Consolidated 
Subsidiaries Over Equities in Recorded 
Net Assets 
This cost ($71 ,7 40,000 at December 31 , 1979 
and 1978, included in other assets and deferred 
charges) relates primarily to the acquisition of 
Champlin and is not being amortized because, 
in the opinion of management, there has been 
no diminution in the underlying value of 
the investment. 

Investment Tax Credit 
Benefits from the investment tax credit are 
recorded currently in income. 

Earnings Per Common Share 
Earnings per common share is based on the 
weighted average number of shares outstanding 
during the periods after giving effect to preferred 
stock dividend requirements . Shares issuable 
upon the exercise of outstanding common stock 
options and upon conversion of outstanding 
convertible securities are excluded in the com
putation because their effect is not material. 
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Notes to 
Financial 
Statements 

1. Business 
The Corporation consists of four operating com
panies engaged in : railroad transportation of 
manufactured goods, minerals and farm prod
ucts; oil and gas exploration , development, pro
duction , refining and marketing ; mining of coal , 
uranium and trona; and land sales and leases of 
industrial and commercial sites . Financial infor
mation for these business segments for the years 
ended December 31, 1979 and 1978 is an integral 
part of these financial statements and is pre
sented on page 42. 

2. Inventories 
Inventories consist of the following at 
December 31 : 

Thousands of Dollars 1979 

Materials and supplies $138,030 
Crude oil 52,260 
Refined products 61,330 
Real estate developed and 

held for sale 14,729 
$266,349 

1978 
$ 88,167 

50,067 
43,204 

14,053 
$195,491 

The excess of current replacement cost over 
the carrying value of inventories for which cost 
has been determined under the LIFO method at 
December 31 , 1979 and 1978 approximated 
$164,200,000 and $42,300,000, respectively. 

3. Investments 
Temporary cash investments are carried at cost 
which approximates market . 

Investments in affiliates are carried at equity. 
Equity in net income of affiliates was $10,246,000 
in 1979 and $8,449,000 in 1978. 

Other investments include marketable equity 
securities carried at written-down cost of 
$47,259,000 and $46,791,000 at December 31 , 
1979 and 1978. At those dates quoted market 
value exceeded the carrying value of such 
securities by approximately $25,310,000 and 
$30,268,000, respectively. 

In April1979, the Corporation sold its interest in 
Western Pacific Industries, Inc . at a gain of 
$8,977,000 ($7,412,000 after-tax). The gain is in
cluded in other income. Concurrently, the Rail
road purchased approximately 9.9 percent of the 
Class A common stock of The Western Pacific 
Railroad Company, a new corporation which ac
quired the railroad assets and operations of 
Western Pacific Industries. 

Marketable equity securities include an in
vestment in 2,149,319 shares of IC Industries, 
Inc . common stock with a carrying value of 
$35,195,000 at December 31 , 1979. The Corpora
tion has agreed to dispose of the entire invest
ment by August 10, 1982. The Corporation 's plan 
of divestiture provides that one-third of the stock is 
to be sold by the end of 1980; however, the Corpo
ration has retained the right to amend the plan of 
divestiture depending upon several factors , in
cluding market conditions . 

4. Properties 
Major property accounts at December 31 are 
as follows : 

Accumulated 
depreciation , 

Thousands of Dollars depletion , & 
1979 Properties amortization 

Transportation 

Road $1,335,608 $ 131,267 
Equipment 2,060,991 593,027 
Other 22,524 6,261 

3,419,123 730,555 

Oil and gas 

Exploration and production 902,307 335,403 
Refining and other 600,297 163,758 

1,502,604 499,161 

Other 78,849 20,018 

$5,000,576 $1 ,249,734 

1978 

Transportation 

Road $1 ,258,950 $ 125,062 
Equipment 1,912,570 560,880 
Other 14,403 6,044 

3,185,923 691 ,986 

Oil and gas 

Explorat ion and production 665,788 298,058 
Refining and other 520,089 143,538 

1,185,877 441 ,596 

Other 70,306 16,085 

$4,442,106 $1 ,149,667 

The Railroad charges maintenance and certain 
replacements of track structure to income 
($133,075,000 in 1979 and $107,673,000 in 1978). 
Other maintenance expenditures at the Railroad 
were $341,593,000 in 1979 and $289,236,000 
in 1978. 

Costs incurred in oil and gas producing activi
ties, including costs capitalized , are as follows : 

Thousands of Dollars, 1979 1978 

Property acquisi tion costs $ 84,075 $39,484 
Exploration costs 85,464 34,787 
Development costs 143,493 98,796 
Production costs 107,696 89,577 

5. Federal Income Taxes 
Components of Federal income tax expense are 
as follows: 

Thousands of Dollars 

Current 
Deferred 

1979 

$ 69,046 
111 ,216 

1978 

$ 46,234 
87,235 

$180,2621al $133,469lal 

lal Excludes effect of 1% benefit of the Corporation's 
Employee Stock Ownership Plan. Related dollar amounts 
are not material. 

The tax effect of differences in the timing of rev
enues and expenses for tax and financial state
ment purposes is as follows: 

Thousands of Dollars 1979 

Excess of tax over book 
depreciation $ 49,633 

Intangible drilling costs 41 ,139 
Surrender of offshore Florida 
leases 

Incentive per diem1a1 (872) 
Other 21 ,316 

$111 ,216 

lal Results from revenues previously deferred for tax 
purposes. 

1978 

$47,049 
20,363 

29,514 
(13,005) 

3,314 

$87,235 



A reconciliation between the statutory and ef
fective tax rates follows : 

1979 1978 
Statutory tax rate 460% 48.0% 
Investment tax credit (11.9) (11 .6) 
Depletion of natural resources (.8) (1 .3) 
Other (1.3) (15) 
Effective tax rate 32.0% 33.6% 

Federal income tax returns have been exam
ined by the Internal Revenue Service (IRS) 
through 1974. At December 31 , 1979, the Con
gressional Joint Committee on Taxat1on had ap
proved settlements for the years 1943 through 
1961 ; a settlement for the years 1962 through 1967 
is awaiting its review. In these settlement agree
ments , the Corporation has reserved the nght to 
seek refunds through litigation of spec1f1c .. 
issues but the IRS cannot assert further defiCien
cies . For the years 1968 through 1974, negotia
tions are continuing with the IRS. 

It is the opinion of management that the Corpo
ration is adequately accrued for Federal1ncome 
taxes through December 31 , 1979. 

6. Debt 
Long-term debt at December 31 is summarized 
below: 

Thousands of Dollars 1979 1978 
Equipment Obligations. 5%% 

to 9'l'a%, due through 1993 $458,865 $516,087 
Debentures, 8.4%, due 1987 

to 2001 150,000 150,000 
Notes, 8.6%, due 1983 100,000 100,000 
Refunding Mortgage Bonds, 

Series C, 2V2%, due 1991 43,279 43,279 
Commercial Paper 90,000 
Pollution Control Revenue Bonds, 
Series A, 7%%, due 2005 18,900 18,900 

Convert ible Debentures, 43!4%, 
due 1999 12,015 14,853 

$873,059 $843,119 

Maturities of long-term debt for each of the five 
years 1980 through 1984 are $48,510,000, 
$54,450,000, $48,392,000, $148,035,000 and 
$4 7,336,000, respectively. 

Certain railway equipment secures the out
standing equipment obligations . Certain other 
Railroad properties are subject to lien under the 
refunding mortgage bonds. 

The 43!4% debentures are convertible into 
common stock at $28.57 per share (subject to ad
justment under certain conditions) and are re
deemable at the option of the Corporation. At April 
1, 1980 and thereafter the redemption price is par. 
During 1979 and 1978, $2,838,000 and 
$2,067,000, respectively, of debentures were 
converted into shares of common stock. 

The Corporation has a $100,000,000 long-term 
credit agreement with thirty-one banks available 
through September 30, 1982. Loans under th,is 
agreement will bear 1nterest at C 1t1ba~k , N.A. s 
base rate for 90-day loans and there IS prov1s1on 
for an annual commitment fee of 112% on the 
unused portion. During 1979 and 1978, the Corpo
ration maintained short-term ltnes of cred1t total-
ing $100,000,000 with eight banks. . 

Informal agreements to maintain compensating 
balances in amounts deemed appropnate by the 
Corporation exist under both the foregoing lines of 
credit and the credit agreement. All compensat
ing balances are unrestricted as to use at any t1me 
and averaged $15,500,000 during 1979 and 1978. 

The Corporation established additional short
term lines of credit aggregating $200,000,000 
with five banks in 1979, bringing the total of such 
lines to $300,000,000. The new lines of credit pro
vide for an annual fee of 3/s% on the unused por
tion in lieu of compensating balances. Neither the 
credit agreement nor any of the lines of credit 
were used during 1979 or 1978 and a spec1al 
short-term credit facility ($42,000,000 outstand
ing at December 31 , 1978) was terminated during 
the year. 

In 1979 and 1978, the Corporation had borrow
ings in the form of commercial paper, summarized 
as follows: 

Thousands of Dollars 
Maximum month-end 
outstanding 

Average daily balance 
Average interest rate 
Average interest rate on 

year-end balance 

1979 

$90,000 
18,019 
13.1% 

13.7% 

1978 

$51 ,100 
14,827 

6.8% 

At December 31 , 1979, $90,000,000 of com
mercial paper included above has been clas
sified as long-term debt smce the. Corporation 
intends to refinance these obl1gattons by the 
issuance of additional commercial paper or other 
long-term debt. Unused commitments under the 
long-term credit agreement are available to cover 
any debt due within one year that IS class1f1ed as 
long-term. . . 

The bank credit agreement and certatn tnden
tures contain restrictions relating to the payment 
of cash dividends. The amount of retained earn
ings available for cash dividends, under the most 
restrictive of the covenants, was $688,240,000 at 
December 31 , 1979. 

7. Pension Plans 
The Corporation and its subsidiaries have funded 
pension plans covering substantially all salaned 
employees. 

At December 31 , 1978, the date of the latest 
actuarial valuation , unfunded actuarial liabilities 
amounted to $92,646,000 and the value of 
vested benefits exceeded pension plan assets 
valued at market by $6,320,000. Charges to op-. 
erations for the plans amounted to $21,047,000 1n 
1979 and $19,222,000 in 1978. Such charges in
cluded prior service costs which are being amor
tized over thirty years. 

The Corporation and its subsidiaries also have 
unfunded pension plans for certain employees 
and retirees . At December 31 , 1977, the date of 
the latest actuarial valuation , the actuarial liability 
and vested benefits amounted to $42,200,000 
and $34,900,000, respectively. Effective July 1, 
1979, the Corporation approved increases in the 
benefits to pensioners having retired on or before 
December 31, 1977. The actuarial liability result
ing from such supplements approximated 
$10,000,000. Charges to operations for the un
funded plans are based upon actual payments to 
retirees and amounted to $4,938,000 1n 1979 and 
$4,157,000 in 1978, which approximate normal 
costs plus amortization of prior service costs. 
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8. Capital Stock and Stock Option Plans 
The outstanding preferred stock provides for 
cumulative cash dividends at an annual rate of 
$0.4 75 per share; redemption at the option of the 
Corporation at $10.40 per share through May 31, 
1980 and at reduced amounts thereafter; and 
convertibility into common shares at the rate of 
0.35 of a share of common stock for each pre
ferred share. Total dividends declared on pre
ferred stock were $102,000 in 1979 and $125,000 
in 1978. 

The Corporation has two stock option plans 
(a 1976 Plan and a 1969 Plan) . At December 31 , 
1979 and 1978, there were 558,050 and 893,400 
shares, respectively, available for grant to officers 
and key employees. Outstanding options under 
the 1969 Plan may be qualified or non-qualified 
and are exercisable for a period of five and ten 
years, respectively, at 100% of market value at the 
date of grant. Options under the 1976 Plan are 
non-qualified and are exercisable for a period of 
ten years at 100% of market value at the date of 
grant. All options become exercisable one year 
after date of grant. Changes in common stock 
options outstanding during 1979 and 1978 are 
summarized as follows: 

Shares Price Range 
1979 Under Option Per Share 

Balance Jan. 1 850,500 $21 .07 to $54.44 
Granted 212,150 54.75 to 72.44 
Exercised (66 ,250) 28.60to 53.82 
Expired (2 ,300) 54.44 

Balance Dec. 31 994 ,100 $21 .07 to $72.44 

Exercisable Dec. 31 781 ,950 $21 .07 to $54.44 

1978 

Balance Jan. 1 711,500 $21 .07 to $53.82 
Granted 171 ,600 43.94 to 54.44 
Exercised (26,479) 30.07 to 44.57 
Expired (6,121) 44.57 to 51 .25 

Balance Dec. 31 850,500 $21 .07 to $54.44 

Exercisable Dec. 31 678,900 $21.07 to $53.82 

The 1976 Plan also provides for granting stock 
appreciation rights to certain holders of options, 
which permit them to surrender the related exer
cisable options , or any portion thereof, in ex
change for cash or stock in an amount equal to the 
excess of the market price of the common stock 
on the date the right is exercised over the op
tion price. In 1979 and 1978, $5,438,000 and 
$458,000 were charged to income with respect to 
such rights as a result of changes in the market 
value of the stock. During 1979 and 1978, options 
for 95,500 and 73,500 shares with stock appre
ciation rights were granted . The option price in 
1979 was $66.00. At December 31 , 1979 and 
1978, there were 338,800 and 243,300 shares 
subject to outstanding stock appreciation rights , 
respectively. 

Of the unissued common stock, 2,042 ,223 
shares (2,346,339 in 1978) are reserved for 
issuance upon conversion of the convertible 
debentures and convertible preferred stock, 
and exercise of stock options. 

9. Contingent Liabilities, Commitments, and 
Litigation 
At December 31 , 1979 the Corporation was con
tingently liable for $93,000,000 which includes 
guarantees of indebtedness of affiliated com
panies and of principal, interest and rental pay
ments of various companies and additional 
premiums relating to a service interruption policy 
carried jointly with other railroads . 

Champlin holds a 37Y2 percent interest in a 
joint venture for the construction and operation of 
an ethylene plant at Corpus Christi, Texas. At De
cember 31, 1979, the venture had incurred in
debtedness of approximately $480,000,000, of 
which the Corporation and Champlin have guar
anteed approximately $180,000,000. It is ex
pected that the venture will incur approximately 
$28,000,000 of additional debt, of which the Cor
poration and Champlin will guarantee approxi
mately $10,500,000. 

Champlin's operations in the United States are 
subject to Department of Energy (DOE) regula
tions which include price and allocation controls. 
The DOE and certain private parties have chal
lenged Champlin's interpretation of certain provi
sions of these regulations . Management believes 
Champlin has complied with the regulations and 
that the final amount of price adjustments, roll
backs or other relief as finally determined, if any, 
will not have a material adverse effect on the 
consolidated financial position of the Corporation. 

The Corporation and certain of its subsidiaries, 
including Champlin , are parties to four lawsuits in 
Utah, seven in Wyoming, and one in Colorado in 
which such subsidiaries' ownership of oil and gas 
and other mineral rights have been challenged in 
about 52,000 acres of Utah land , approximately 
33,000 acres in Wyoming, and approximately 
160 acres in Colorado. In November 1978, the 
United States Federal District Court for Wyoming 
held in one of the cases pending in that State that 
such subsidiaries have complete title to all the 
minerals underlying the tract in question, includ
ing , but not limited to, ownership of any oil and 
gas. In May 1979, the same court ruled in another 
of the Wyoming cases that the mineral reser
vations in question in such case had the same 
meaning and effect as the reservation at issue in 
its earlier decision. These decisions have been 
appealed to the Tenth Circuit Court of Appeals . 
The mineral reservations involved in these law
suits are similar or identical to mineral reser
vations covering many thousands of sections of 
land grant lands for which surface rights were 
sold by the Union Pacific Railroad and its pred
ecessor companies in Wyoming , Utah and 
Colorado, chiefly in the late 19th and early 20th 
centuries. If any of these challenges should be 
successful , it is possible , depending upon the 
effect of such court decision as a precedent in 
other cases, that such subsidiaries' mineral inter
ests in such other lands could be affected . In 
addition, two of the Utah plaintiffs are seeking 
leave of court to file a class action complaint that 
would, if allowed, encompass the reservations 
pertaining to these other lands. 

Independent counsel has advised the Corpora
tion that the mineral reservations involved in the 
present 121awsuits are valid and legally effec
tive and include all right , title and interest to all 
minerals , including oil and gas, and they should 
be so construed by the courts . 



The Railroad is defendant to an action brought 
by the City of Los Angeles in which the City claims 
ownership of, and seeks an accounting with re
spect to , 206 acres of alleged tidelands and sub
merged lands located in the Wilmington oil field , a 
long-term oil producing property. In the opinion of 
independent counsel , the Railroad has substan
tial defenses, which , in their view, should be sus
tained by the court. Settlement negotiations are 
pending in this matter. 

There are several other lawsuits pending 
against the Corporation and certain of its sub
sidiaries not described herein . It is the opinion of 
management, after consulting with legal counsel , 
that such litigation will not have a material adverse 
effect on the consolidated financial position of the 
Corporation . 

10. Quarterly Results of Operations 
(Unaudited) 
The unaudited quarterly results of operations 
(in thousands of dollars, except per share 
amounts) for the two years ended December 31 
are as follows: 

1979 Mar31 Jun30 Sep30 Dec31 

Revenues $901 '776 $978,308 $976,936 $1 ,171 ,669 
Income before 
Federal 
income taxes 134,304 169,298 122,867 136,279 

Net income 84,100 112,154 85,468 100,764 
Earnings per 

common share $1 .77 $2.35 $1.79 $2.11 

1978 

Revenues $686,148 $738,823 $730,259 $ 834,198 
Income before 
Federal 
income taxes 82,681 93,063 98,859 122,976 

Net income 56,100 63,489 64,944 79,577 
Earnings per 

common share $118 $1 .34 $1 .36 $1 .67 

11. Supplementary Information (Unaudited) 
Supplementary unaudited information dealing 
with the effects of general inflation and changes in 
net quantities of proved reserves of crude oil and 
natural gas are presented on pages 35 and 33, 
respectively. The Corporation's 1979 Annual Re
port on Form 10-K contains supplementary 
unaudited information on the effects of the esti
mated replacement costs of inventories not 
carried under the LIFO method and properties , as 
well as a summary of oil and gas producing ac
tivities prepared on the basis of reserve recogni
tion accounting . 

12. Proposed Merger and Acquisition 
On January 8, 1980, the respective Boards of Di
rectors of the Corporation and the Missouri Pacific 
Corporation (MPC) approved an agreement in 
principle under which the Corporation would 
acquire MPC by merger, and subsequently they 
approved a definitive merger agreement. The 
merger is subject to the approval by stockholders 
of each company and the Interstate Commerce 
Commission , and receipt of favorable income tax 
rulings . Upon consummation of the merger, each 
share of the common stock of MPC will be con
verted into 0.55 of a share of common stock and 
0.275 of a share of a new convertible preferred 
stock of the Corporation . The new preferred stock 
will be: entitled to one vote and cumulative annual 
dividends of $7.25 per share; convertible into 
common stock on a share-for-share basis; and 
redeemable at the option of the Corporation be
ginning in the fifth and through the tenth year after 
consummation . Commencing in the eleventh 
year, a sinking fund , at a rate of 5% per year, is to 
be provided for the redemption of any such pre
ferred stock outstand ing . The merger will be 
accounted for as a purchase. 

On January 23, 1980, the Corporation, through 
a wholly-owned subsid iary, offered to purchase 
for cash any and all shares of the Class A common 
stock of The Western Pacific Railroad Company 
at $20 per share, or approximately $26,000,000, 
including expenses. Until the transaction is ap
proved by the Interstate Commerce Commission , 
the shares will be placed in a voting trust , not 
subject to control by the Corporation . 
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Ten-Year 
Financial 
Summary 

Millions of Dollars 
Except Per Share Amounts 

Revenues 

Costs and Expenses 

Federal Income Taxes 

Income Before Extraordinary Hem 

Net Income 

Earnings Per Common Share 

Before Extraordinary Item 

Net Income 

Dividends Per Common Share 

At December 31 

Working Capital 

Total Assets 

Debt Due Alter One Year 

Stockholders' Equity 

Per Common Share 

For the Year 

Capital lnvestments<cl 

Operating Cash Flow 

Total Salaries, Wages, 
and Employee Benefits 

Average Number of Employees 

Financial Ratios (percentages) 

Borrowings to Total Capital Employed 

Return on Average Stockholders' Equity 

<•11nc ludes a $59.9 mi ll ion gain from 
sale of interests in Briti sh North Sea. 
<01 Net income in 1971 reflects an 
extraordinary charge of $65.0 mi llion 
($145 per share) appl icable to 
reserves for participation in Amtrak. 
Net income in 1976 reflects an 
extraordinary credit of $7.5 million 
($ .16 per share) due to a reduction in 
the Amtrak reserve. Operating cash 
flow excludes the extraordinary item. 
<c11ncludes advances to and capital 
expenditures of unconsolidated 
affiliated companies. 

Union Pacific Corporation and Subsidiary Companies 

1979 1978 1977 1976 1975 1974 

$4,029 $2,989 $2 ,554 $2,065 $1 ,8501• 1 $1 ,623 

3,467 2,592 2,216 1,818 1,662 1,443 

180 133 116 59 39 55 

382 264 222 188101 149 125 

$ 382 $ 264 $ 222 $ 195101 $ 149 $ 125 

$8.02 $5.55 $4.68 $4.02(b) $3.21 $2 .73 

8.02 5.55 4.68 4.18101 3.21 2.73 

$2.425 $2.075 $1 .775 $1.475 $1.40 $1 .30 

$ 67 $ 185 $ 131 $ 87 $ 118 $ 64 

5,087 4,437 4,116 3,694 3,418 3,028 

873 843 865 784 725 552 

2,558 2,286 2,118 1,968 1,825 1,730 

$53.51 $47.98 $44.54 $41 .74 $39.19 $37.50 

$858 $553 $418 $393 $440 $404 

682 527 449 369 101 300 300 

$969 $817 $698 $641 $560 $539 

33,on 30,637 28,787 28,386 28,191 30,169 

22.2 24.7 27.0 27.0 25.6 21.9 

15.8 12.0 10.9 9.9 8.4 7.4 

1973 1972 1971 1970 

$1 ,243 $1,115 $1 ,000 $954 

1,046 955 861 838 

70 56 49 35 

127 104 go<bl 81 

$ 127 $ 104 $ 25101 $ 81 

$2 .81 $2 .31 $2 .00!bl $1 .82 

2.81 2.31 .55 101 1.82 

$1 .12 $1 .00 $1 .00 $1 .00 

$ 128 $ 62 $ 90 $ 100 

2,828 2,809 2,780 2,797 

475 513 545 572 

1,650 1,566 1,503 1,514 

$36.18 $34.56 $33.29 $33.76 

$188 $150 $179 $225 

283 248 221 (b) 218 

$487 $431 $389 $370 

29,350 29,732 30 ,902 32 ,097 

20.5 26.2 29.7 31 .0 

7.9 6.8 6.0 5.4 
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