UNION PACIFIC CORPORATION AND SUBSIDIARY COMPANIES

Non-GAAP Measures Reconciliation to GAAP

2017 Financial Performance Adjusted for Tax Cuts and Jobs Act*

Millions, Except Per Share Amounts and Percentages Operating Income Net Diluted  Operating
For the Three Months Ended December 31, 2017 Income Taxes Income EPS Ratio
Reported results** (GAAP) $ 2247 $ (5186) $ 7,278 $ 9.25 58.8 %
Factors Affecting Comparability:
Adjustments for Tax Cuts and Jobs Act
Equity-method affiliates (212) (73) (139) (0.18) 3.9 pts
Deferred taxes - 5,935 (5,935) (7.54) -
Adjusted results (non-GAAP) $ 2035 $ 676 $ 1,204 $ 1.53 62.7 %
Millions, Except Per Share Amounts and Percentages Operating Income Net Diluted  Operating
For the Year Ended December 31, 2017 Income Taxes Income EPS Ratio
Reported results** (GAAP) $ 8,106 $ (3,080) $ 10,712 $ 13.36 61.8 %
Factors Affecting Comparability:
Adjustments for Tax Cuts and Jobs Act
Equity-method affiliates (212) (73) (139) (0.17) 1.0 pts
Deferred taxes - 5,935 (5,935) (7.40) -
Adjusted results (non-GAAP) $ 7894 $ 2782 $ 4638 $ 5.79 62.8 %

The above tables reconcile our results for the quarter and year ended December 31, 2017 to adjusted results that exclude

the impact of certain items identified as affecting comparability. We use adjusted operating income, adjusted income taxes,
adjusted net income, adjusted diluted earnings per share ("EPS") and adjusted operating ratio, as applicable, among other
measures, to evaluate our actual operating performance. We believe these non-GAAP measures provide relevant and
useful information for management and investors because they clarify our actual operating performance by excluding certain
significant items that are not considered indicative of future financial trends and allow investors to review performance in
the same way as our management. Since these are not measures of performance calculated in accordance with GAAP,
they should be considered in addition to, rather than as a substitute for, operating income, income taxes, net income, diluted
EPS, and operating ratio, as indicators of operating performance.

*%

Adjusted for the retrospective adoption of ASU 2017-07, which was effective January 1, 2018.
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Non-GAAP Measures Reconciliation to GAAP

Free Cash Flow*

Millions,

For the Years Ended December 31, 2018 2017
Cash provided by operating activities $ 8,686 $ 7,230
Cash used in investing activities (3,411) (3,086)
Dividends paid (2,299) (1,982)
Free cash flow $ 2,976 $ 2,162

Free cash flow is defined as cash provided by operating activities less cash used in investing activities and dividends paid.
Free cash flow is considered a non-GAAP financial measure by SEC Regulation G and ltem 10 of SEC Regulation S-K and
may not be defined and calculated by other companies in the same manner. We believe this measure is important to
management and investors in evaluating our financial performance and measures our ability to generate cash without
additional external financing. Free cash flow should be considered in addition to, rather than as a substitute for, cash

provided by operating activities.

Adjusted Debt / Adjusted EBITDA*

Millions, Except Ratios Dec. 31, Dec. 31, Dec. 31, Dec. 31, Dec. 31,
for the Twelve Months Ended 2018 2017 2016 2015 2014
Net income $ 5,966 $ 10,712 $ 4,233 $ 4,772 $ 5,180
Less:

Other income 94 245 221 196 139
Add:

Income tax expense/(benefit) 1,775 (3,080) 2,533 2,884 3,163
Depreciation 2,191 2,105 2,038 2,012 1,904
Interest expense 870 719 698 622 561
EBITDA $ 10,708 $ 10,211 $ 9,281 $ 10,094 $ 10,669
Interest on present value of operating leases 84 98 114 131 154
Adjusted EBITDA (a) $ 10,792 $ 10,309 $ 9,395 $ 10,225 $ 10,823
Debt $ 22,391 $ 16,944 $ 15,007 $ 14,201 $ 11,413
Net present value of operating leases 2,271 2,140 2,435 2,726 2,902
Unfunded pension and OPEB,

net of taxes of $135, $238, $261, $280, and $319 456 396 436 463 523
Adjusted debt (b) $ 25,118 $ 19,480 $ 17,878 $ 17,390 $ 14,838
Adjusted debt / Adjusted EBITDA (b/a) 2.3 1.9 1.9 1.7 1.4

*  Total debt plus net present value of operating leases plus after-tax unfunded pension and OPEB obligation divided by net

income less other income plus income tax expense, depreciation, interest expense, and interest on present value of
operating leases. Adjusted debt to adjusted EBITDA (earnings before interest, taxes, depreciation, amortization, and interest
on present value of operating leases) is considered a non-GAAP financial measure by SEC Regulation G and ltem 10 of
SEC Regulation S-K and may not be defined and calculated by other companies in the same manner. We believe this
measure is important to management and investors in evaluating the Company’s ability to sustain given debt levels
(including leases) with the cash generated from operations. In addition, a comparable measure is used by rating agencies
when reviewing the Company’s credit rating. Adjusted debt to Adjusted EBITDA should be considered in addition to, rather
than as a substitute for, net income. The table above provides reconciliations from net income to adjusted debt to adjusted
EBITDA. At December 31, 2018, in transition to the adoption of the new lease accounting standard on January 1, 2019, the
incremental borrowing rate on operating leases was 3.7%. At December 31, 2017, 2016, 2015, and 2014, operating leases
were discounted using our effective interest rate on debt of 4.6%, 4.7%, 4.8%, and 5.3%, respectively.
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Return on Average Common Shareholders' Equity

Millions, Except Percentages 2018 2017 2016
Net income $ 5,966 $ 10,712 4,233
Average equity $ 22,640 $ 22,394 20,317
Return on average common shareholders' equity 26.4% 47.8% 20.8%
Return on Invested Capital as Adjusted (ROIC)*
Millions, Except Percentages 2018 2017 2016
Net income $ 5,966 $ 10,712 4,233
Interest expense 870 719 698
Interest on average present value of operating leases 82 105 121
Taxes on interest (218) (309) (306)
Net operating profit after taxes as adjusted (a) $ 6,700 $ 11,227 4,746
Average equity $ 22,640 $ 22,394 20,317
Average debt 19,668 15,976 14,604
Average present value of operating leases 2,206 2,288 2,581
Average invested capital as adjusted (b) $ 44,514 $ 40,658 37,502
Return on invested capital as adjusted (a/b) 15.1% 27.6% 12.7%
The table below reconciles ROIC as calculated above to Net ROIC for items affecting comparability.
Net Return on Invested Capital as Adjusted (Net ROIC)*
2018 2017 2016

Return on invested capital as adjusted 15.1% 27.6% 12.7%

Factors Affecting Comparability:

Adjustments for Tax Cuts and Jobs Act [a] N/A (13.9) N/A
Net Return on Invested Capital as Adjusted 15.1% 13.7% 12.7%

[a] Adjustments remove the impact of $5.9 billion and $139 million from both 12/31/17 Net Income and 12/31/17 Shareholders’

Equity.

*  ROIC and Net ROIC are considered non-GAAP financial measures by SEC Regulation G and Item 10 of SEC Regulation
S-K, and may not be defined and calculated by other companies in the same manner. We believe these measures are
important to management and investors in evaluating the efficiency and effectiveness of our long-term capital investments.
In addition, we currently use ROIC as a performance criteria in determining certain elements of equity compensation for our
executives. We use Net ROIC to demonstrate year over year comparability for significant items. ROIC and Net ROIC should
be considered in addition to, rather than as a substitute for, other information provided in accordance with GAAP. The most

comparable GAAP measure is Return on Average Common Shareholders’ Equity.




<<
  /ASCII85EncodePages false
  /AllowTransparency false
  /AutoPositionEPSFiles true
  /AutoRotatePages /None
  /Binding /Left
  /CalGrayProfile (Dot Gain 20%)
  /CalRGBProfile (sRGB IEC61966-2.1)
  /CalCMYKProfile (U.S. Web Coated \050SWOP\051 v2)
  /sRGBProfile (sRGB IEC61966-2.1)
  /CannotEmbedFontPolicy /Error
  /CompatibilityLevel 1.4
  /CompressObjects /Tags
  /CompressPages true
  /ConvertImagesToIndexed true
  /PassThroughJPEGImages true
  /CreateJobTicket false
  /DefaultRenderingIntent /Default
  /DetectBlends true
  /DetectCurves 0.0000
  /ColorConversionStrategy /CMYK
  /DoThumbnails false
  /EmbedAllFonts true
  /EmbedOpenType false
  /ParseICCProfilesInComments true
  /EmbedJobOptions true
  /DSCReportingLevel 0
  /EmitDSCWarnings false
  /EndPage -1
  /ImageMemory 1048576
  /LockDistillerParams false
  /MaxSubsetPct 100
  /Optimize true
  /OPM 1
  /ParseDSCComments true
  /ParseDSCCommentsForDocInfo true
  /PreserveCopyPage true
  /PreserveDICMYKValues true
  /PreserveEPSInfo true
  /PreserveFlatness true
  /PreserveHalftoneInfo false
  /PreserveOPIComments true
  /PreserveOverprintSettings true
  /StartPage 1
  /SubsetFonts true
  /TransferFunctionInfo /Apply
  /UCRandBGInfo /Preserve
  /UsePrologue false
  /ColorSettingsFile ()
  /AlwaysEmbed [ true
  ]
  /NeverEmbed [ true
  ]
  /AntiAliasColorImages false
  /CropColorImages true
  /ColorImageMinResolution 300
  /ColorImageMinResolutionPolicy /OK
  /DownsampleColorImages true
  /ColorImageDownsampleType /Bicubic
  /ColorImageResolution 300
  /ColorImageDepth -1
  /ColorImageMinDownsampleDepth 1
  /ColorImageDownsampleThreshold 1.50000
  /EncodeColorImages true
  /ColorImageFilter /DCTEncode
  /AutoFilterColorImages true
  /ColorImageAutoFilterStrategy /JPEG
  /ColorACSImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /ColorImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /JPEG2000ColorACSImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /JPEG2000ColorImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /AntiAliasGrayImages false
  /CropGrayImages true
  /GrayImageMinResolution 300
  /GrayImageMinResolutionPolicy /OK
  /DownsampleGrayImages true
  /GrayImageDownsampleType /Bicubic
  /GrayImageResolution 300
  /GrayImageDepth -1
  /GrayImageMinDownsampleDepth 2
  /GrayImageDownsampleThreshold 1.50000
  /EncodeGrayImages true
  /GrayImageFilter /DCTEncode
  /AutoFilterGrayImages true
  /GrayImageAutoFilterStrategy /JPEG
  /GrayACSImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /GrayImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /JPEG2000GrayACSImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /JPEG2000GrayImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /AntiAliasMonoImages false
  /CropMonoImages true
  /MonoImageMinResolution 1200
  /MonoImageMinResolutionPolicy /OK
  /DownsampleMonoImages true
  /MonoImageDownsampleType /Bicubic
  /MonoImageResolution 1200
  /MonoImageDepth -1
  /MonoImageDownsampleThreshold 1.50000
  /EncodeMonoImages true
  /MonoImageFilter /CCITTFaxEncode
  /MonoImageDict <<
    /K -1
  >>
  /AllowPSXObjects false
  /CheckCompliance [
    /None
  ]
  /PDFX1aCheck false
  /PDFX3Check false
  /PDFXCompliantPDFOnly false
  /PDFXNoTrimBoxError true
  /PDFXTrimBoxToMediaBoxOffset [
    0.00000
    0.00000
    0.00000
    0.00000
  ]
  /PDFXSetBleedBoxToMediaBox true
  /PDFXBleedBoxToTrimBoxOffset [
    0.00000
    0.00000
    0.00000
    0.00000
  ]
  /PDFXOutputIntentProfile ()
  /PDFXOutputConditionIdentifier ()
  /PDFXOutputCondition ()
  /PDFXRegistryName ()
  /PDFXTrapped /False

  /CreateJDFFile false
  /Description <<

    /BGR <>
    /CHS <FEFF4f7f75288fd94e9b8bbe5b9a521b5efa7684002000410064006f006200650020005000440046002065876863900275284e8e9ad88d2891cf76845370524d53705237300260a853ef4ee54f7f75280020004100630072006f0062006100740020548c002000410064006f00620065002000520065006100640065007200200035002e003000204ee553ca66f49ad87248672c676562535f00521b5efa768400200050004400460020658768633002>
    /CHT <FEFF4f7f752890194e9b8a2d7f6e5efa7acb7684002000410064006f006200650020005000440046002065874ef69069752865bc9ad854c18cea76845370524d5370523786557406300260a853ef4ee54f7f75280020004100630072006f0062006100740020548c002000410064006f00620065002000520065006100640065007200200035002e003000204ee553ca66f49ad87248672c4f86958b555f5df25efa7acb76840020005000440046002065874ef63002>
    /CZE <>
    /DAN <>
    /DEU <>
    /ESP <>
    /ETI <>
    /FRA <>
    /GRE <>

    /HRV (Za stvaranje Adobe PDF dokumenata najpogodnijih za visokokvalitetni ispis prije tiskanja koristite ove postavke.  Stvoreni PDF dokumenti mogu se otvoriti Acrobat i Adobe Reader 5.0 i kasnijim verzijama.)
    /HUN <>
    /ITA <>
    /JPN <FEFF9ad854c18cea306a30d730ea30d730ec30b951fa529b7528002000410064006f0062006500200050004400460020658766f8306e4f5c6210306b4f7f75283057307e305930023053306e8a2d5b9a30674f5c62103055308c305f0020005000440046002030d530a130a430eb306f3001004100630072006f0062006100740020304a30883073002000410064006f00620065002000520065006100640065007200200035002e003000204ee5964d3067958b304f30533068304c3067304d307e305930023053306e8a2d5b9a306b306f30d530a930f330c8306e57cb30818fbc307f304c5fc59808306730593002>
    /KOR <FEFFc7740020c124c815c7440020c0acc6a9d558c5ec0020ace0d488c9c80020c2dcd5d80020c778c1c4c5d00020ac00c7a50020c801d569d55c002000410064006f0062006500200050004400460020bb38c11cb97c0020c791c131d569b2c8b2e4002e0020c774b807ac8c0020c791c131b41c00200050004400460020bb38c11cb2940020004100630072006f0062006100740020bc0f002000410064006f00620065002000520065006100640065007200200035002e00300020c774c0c1c5d0c11c0020c5f40020c2180020c788c2b5b2c8b2e4002e>
    /LTH <>
    /LVI <>
    /NLD (Gebruik deze instellingen om Adobe PDF-documenten te maken die zijn geoptimaliseerd voor prepress-afdrukken van hoge kwaliteit. De gemaakte PDF-documenten kunnen worden geopend met Acrobat en Adobe Reader 5.0 en hoger.)
    /NOR <>
    /POL <>
    /PTB <>
    /RUM <>
    /RUS <>
    /SKY <>
    /SLV <>
    /SUO <>
    /SVE <>
    /TUR <>
    /UKR <>
    /ENU (Use these settings to create Adobe PDF documents best suited for high-quality prepress printing.  Created PDF documents can be opened with Acrobat and Adobe Reader 5.0 and later.)
  >>
  /Namespace [
    (Adobe)
    (Common)
    (1.0)
  ]
  /OtherNamespaces [
    <<
      /AsReaderSpreads false
      /CropImagesToFrames true
      /ErrorControl /WarnAndContinue
      /FlattenerIgnoreSpreadOverrides false
      /IncludeGuidesGrids false
      /IncludeNonPrinting false
      /IncludeSlug false
      /Namespace [
        (Adobe)
        (InDesign)
        (4.0)
      ]
      /OmitPlacedBitmaps false
      /OmitPlacedEPS false
      /OmitPlacedPDF false
      /SimulateOverprint /Legacy
    >>
    <<
      /AddBleedMarks false
      /AddColorBars false
      /AddCropMarks false
      /AddPageInfo false
      /AddRegMarks false
      /ConvertColors /ConvertToCMYK
      /DestinationProfileName ()
      /DestinationProfileSelector /DocumentCMYK
      /Downsample16BitImages true
      /FlattenerPreset <<
        /PresetSelector /MediumResolution
      >>
      /FormElements false
      /GenerateStructure false
      /IncludeBookmarks false
      /IncludeHyperlinks false
      /IncludeInteractive false
      /IncludeLayers false
      /IncludeProfiles false
      /MultimediaHandling /UseObjectSettings
      /Namespace [
        (Adobe)
        (CreativeSuite)
        (2.0)
      ]
      /PDFXOutputIntentProfileSelector /DocumentCMYK
      /PreserveEditing true
      /UntaggedCMYKHandling /LeaveUntagged
      /UntaggedRGBHandling /UseDocumentProfile
      /UseDocumentBleed false
    >>
  ]
>> setdistillerparams
<<
  /HWResolution [2400 2400]
  /PageSize [612.000 792.000]
>> setpagedevice


