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Kansas City Southern is a transportation holding company with two primary subsidiaries. The Kansas City
Southern Railway Company, is one of seven Class | railroads operating in the United States. Kansas City Southern de
México, SA. de C.V. is one of three large regional railroads in Mexico. KCS also owns 50% of the Panama Canal Railway
Company in Panama. The combined North American rail network comprises approximately 6,000 miles of rail lines that link

commercial and industrial markets in the United States and Mexico.

| 2008 FINANCIAL HIGHLIGHTS I

Dollars in millions, except share and per share amounts. Years ended December 31.

2008 2007 2006 2005

OPERATIONS

Revenues $ 1,852.1 $ 1,742.8 $ 1,659.7 $ 1,352.0

Operating income 390.2 362.4 304.3 62.3

Net income 183.9 153.8 108.9 100.9
PER COMMON SHARE

Earnings per diluted share $ 1.86 $ 1.57 $ 1.08 $ 1.10
STOCK PRICE RANGES

Common - High 55.00 42.50 30.00 25.71

Common - Low 16.59 28.37 22.32 16.05

4% Non-Cumulative Preferred - High $ 24.26 $ 24.00 $ 2375 $  24.00

4% Non-Cumulative Preferred - Low 18.04 21.11 22.00 21.45
FINANCIAL CONDITION

Total assets 5,442.7 4,928.2 4,637.3 4,423.6

Total debt 2,086.1 1,755.9 1,757.0 1,860.6

Total stockholders’ equity 1,911.5 1,726.3 1,582.4 1,426.2
COMMON STOCKHOLDER INFORMATION AT YEAR END

Stockholders of record 4,321 4,473 4,407 4,529

Shares outstanding (in thousands) 91,464 76,976 75,920 73,412

Diluted shares (in thousands) 98,602 97,616 92,386 92,747
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Changes in Level 3 assets measured at fair value on a recurring basis for the year ended December 31,
2008 (in millions):

Balance at December 31, 2007 . . . .o oot $37.8
Total gains/(losses) (realized and unrealized) . . ........ ... ... ... ... .. . . ... 0.8)
Purchases, issuances and settlements . . .. ........ ...t (24.6)

Transfers in and/or out of level 3. . . . . ... .

Balance at December 31, 2008 . . . . . .ot $124

Note 7. Long-Term Debt

Indebtedness Outstanding. Long-term debt at December 31 (in millions):

2008 2007
KCS
Other debt 0bligations . . .. .. ..ottt $ 02 $ 02
KCSR
Revolving credit facility, variable interest rate, 2.579% at December 31,
2008, due 2009 . . ... 100.0 120.0
Term loans, variable interest rate, 3.738% at December 31, 2008, due
2000 . . 3139 317.1
%% SENIOL NOLES . . . v v v vttt ettt e e e e e e e — 200.0
7%% senior notes, due 2009 . . ... .. .. ... 200.0 200.0
13.0% senior notes, due 2013 . .. ... .. . 168.1 —
8.0% senior notes, due 2015 .. .. .. .. 275.0 —
Capital lease obligations, due serially to 2017 ...................... 12.1 7.6
Other debt obligations . . . .. ... . .. . . . 11.7 12.3
Tex-Mex
RRIF loan, 4.29%, due serially to 2030 . ... ...... ... ... ... ......... 46.7 48.0
KCSM
Revolving credit facility, variable interest rate, due 2011 .............. — 20.0
Term loan, variable interest rate, 2.096% at December 31, 2008, due
200 30.0 30.0
9%% senior notes, due 2012 . . ... .. 460.0 460.0
T%% senior notes, due 2013 . . . ... 175.0 175.0
T%% senior notes, due 2014 . . ... .. ... 165.0 165.0
5.737% locomotive financing agreement . ......................... 70.3 —
6.195% locomotive financing agreement . ......................... 51.3 —
Capital lease obligations, due serially to 2012 .. .................... 6.8 0.7
TOtal . . 2,086.1 1,755.9
Less: Debt due withinone year . .. ....... ... ... .. 637.4 650.9
Long-term debt . .. ... ...t $1,448.7  $1,105.0
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KCSR Debt.

Revolving Credit Facility and Term Loans. On April 28, 2006, KCS, KCSR and the other subsidiary
guarantors named therein entered into an amended and restated credit agreement (the “2006 Credit
Agreement”), in an aggregate amount of $371.1 million with The Bank of Nova Scotia and other lenders
named in the 2006 Credit Agreement. Proceeds from the 2006 Credit Agreement were used to refinance all
amounts outstanding under KCSR’s previous credit agreement. The 2006 Credit Agreement initially consisted
of a $125.0 million revolving credit facility with a letter of credit sublimit of $25.0 million and swing line
advances of up to $15.0 million, and a $246.1 million term loan facility (the “Term Loan B Facility”). On
May 31, 2007, KCSR entered into Amendment No. 1 to the 2006 Credit Agreement which provided for a new
$75.0 million term loan facility (the “Term Loan C Facility”) under the 2006 Credit Agreement. Proceeds
from advances under the Term Loan C Facility were used to reduce amounts outstanding under the revolving
credit facility. The revolving credit facility bears interest at either LIBOR, or an alternate base rate, plus a
spread based on the Company’s leverage ratio as defined in the 2006 Credit Agreement. The Term Loan B
Facility bears interest at LIBOR plus 175 basis points or the alternative base rate plus 75 basis points. The
Term Loan C Facility bears interest at LIBOR plus 150 basis points or the alternative base rate plus 50 basis
points. The 2006 Credit Agreement contains covenants that restrict or prohibit certain actions, including, but
not limited to, KCS’ ability to incur debt, create or suffer to exist liens, make prepayment of particular debt,
pay dividends, make investments, engage in transactions with stockholders and affiliates, issue capital stock,
sell certain assets, and engage in mergers and consolidations or in sale-leaseback transactions. In addition,
KCS must meet certain consolidated interest coverage and leverage ratios. Failure to maintain compliance with
the covenants could constitute a default which could accelerate the payment of any outstanding amounts under
the 2006 Credit Agreement. Borrowings under the 2006 Credit Agreement are secured by substantially all of
the Company’s domestic assets and are guaranteed by the majority of its domestic subsidiaries.

The final maturity date for the revolving credit facility is April 28, 2011 and the final maturity date for
the Term Loan B Facility and the Term Loan C Facility is April 28, 2013. The 2006 Credit Agreement,
however, provides for an earlier termination date which is 90 days prior to the final maturity date of the
outstanding KCSR 7/2% Senior Notes due 2009 (the “7"% Senior Notes”) unless the 2006 Credit Agreement
facilities are rated at least Ba3 by Moody’s Investor Service (“Moody’s”) and BB+ by Standard & Poor’s
Rating Services (“S&P”) in each case, with at least stable outlooks, or prior to such date, the 7/2% Senior
Notes have been refinanced in full, or an amount sufficient to indefeasibly repay such 7/2% Senior Notes has
been deposited with the applicable note trustee. The final maturity date of the 7/2% Senior Notes is currently
June 15, 2009. Based upon the aforementioned termination provision, the rating criterion of S&P has not been
met, resulting in a maturity date of March 17, 2009. The Company repurchased $176.6 million of the
7% Senior Notes on January 29, 2009 and intends to purchase or defease the balance of the notes prior to
March 17, 2009. The Company’s obligations outstanding under the 2006 Credit Agreement are classified as
current debt. As of December 31, 2008, advances under the revolving credit facility totaled $100.0 million and
the Term Loan B and Term Loan C facility balances were $240.0 million and $73.9 million, respectively.
Revolver availability as of December 31, 2008 was $25.0 million.

On January 31, 2007, KCS provided written notice to the lenders under the 2006 Credit Agreement of
certain representation and other defaults under the 2006 Credit Agreement arising from the potential defaults
which existed under the KCSR indentures governing the KCSR 92% Senior Notes due 2008 (the “9%2% Senior
Notes”) and 72% Senior Notes as described in the second paragraph under Senior Notes below. These defaults
limited KCSR’s access to the revolving credit facility. In its notice of default, the Company also requested that
the lenders waive these defaults. On February 5, 2007, the Company received a waiver of such defaults from
all of the lenders under the 2006 Credit Agreement.

Senior Notes. As of December 31, 2008 KCSR had outstanding $200.0 million of 7%% Senior Notes
issued in June of 2002 and due June 15, 2009, $275.0 million of 8.0% Senior Notes (the “8.0% Senior Notes™)
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issued in May of 2008 and due June 1, 2015, and $190.0 million of 13.0% Senior Notes (the “13.0% Senior
Notes”) issued in December of 2008 and due December 28, 2013. These senior unsecured notes bear interest
at a fixed annual rate which is paid semi-annually. These senior notes are general unsecured obligations of
KCSR but are guaranteed by KCS and certain of its domestic subsidiaries.

On January 29, 2007, the Company commenced a consent solicitation to amend the indentures under
which the 92% Senior Notes and 7/2% Senior Notes were issued. The Company identified certain inconsisten-
cies in the language of the indentures which prevented KCS from obtaining a coverage ratio of at least 2.00:1.
The purpose of the consent solicitation was to (i) resolve an inconsistency in the inclusion of certain expenses,
but not the income, of restricted subsidiaries in the calculation of the consolidated coverage ratio under the
indentures, (ii) amend the definition of refinancing indebtedness to allow the inclusion of certain related
premiums, interest, fees and expenses in permitted refinancing indebtedness and (iii) obtain waivers of any
defaults arising from certain actions taken in the absence of such proposed amendments. On February 5, 2007,
the Company obtained the requisite consents from the holders of the 92% Senior Notes and 7/2% Senior
Notes to amend their respective indentures as described above and executed supplemental indentures
containing such amendments and waivers.

On May 8, 2008, pursuant to an offer to purchase, KCSR commenced a cash tender offer and consent
solicitation for any and all outstanding $200.0 million 9%2% Senior Notes. KCSR received consents in
connection with the tender offer and consent solicitation from holders of over 99% of the 9%2% Senior Notes
and purchased the tendered notes in accordance with the terms of the tender offer with proceeds received from
the issuance of $275.0 million of 8.0% Senior Notes.

On May 30, 2008, KCSR issued the 8.0% Senior Notes due June 1, 2015, which bear interest
semiannually at a fixed annual rate of 8.0% and are fully and unconditionally guaranteed by KCS and certain
subsidiaries of KCS who guarantee KCSR’s 2006 Credit Agreement (the “Note Guarantors”). The 8.0% Senior
Notes and the note guarantees rank pari passu in right of payment with KCSR’s, KCS’, and the Note
Guarantors’ existing and future unsecured, unsubordinated obligations. A portion of the proceeds from the
issuance of the 8.0% Senior Notes was used to pay $198.7 million of the principal amount of the 9%:% Senior
Notes and the applicable premium and expenses associated with the redemption and the remaining $1.3 million
principal amount upon maturity. The remaining proceeds from the issuance were used to reduce borrowings
under the KCSR revolving credit facility and for general corporate purposes. The 8.0% Senior Notes are
redeemable in whole or in part prior to June 1, 2012 by paying the greater of either 101% of the principal
amount or a “make whole” premium and in whole or in part, at the following redemption prices (expressed as
a percentage of principal amount) plus any accrued and unpaid interest: 2012 — 104%, 2013 — 102%,

2014 — 100%. In addition, KCSR may redeem up to 35% of the notes using the proceeds of one or more
equity offerings completed before June 1, 2011.

On December 18, 2008, KCSR issued the 13.0% Senior Notes due December 15, 2013, which bear
interest semiannually at a fixed annual rate of 13.0% were issued at a discount to par value, resulting in a
$22.0 million discount and a yield to maturity of 16.5% and are fully and unconditionally guaranteed by KCS
and the Note Guarantors. The 13.0% Senior Notes and the note guarantees rank pari passu in right of payment
with KCSR’s, KCS’, and the Note Guarantors’ existing and future unsecured, unsubordinated obligations. KCS
used the net proceeds from the offering, along with other borrowings, to repurchase the 7/2% Senior Notes
tendered under an offer to purchase. The notes are redeemable at KCSR’s option in whole or in part prior to
December 15, 2011 by paying the greater of either 101% of the principal amount or a “make whole” premium
and in whole or in part, at the following redemption prices (expressed as percentages of principal amount)
plus any accrued and unpaid interest: 2011 — 113%, 2012 — 106.5%. In addition, KCSR may redeem up to
35% of the notes using the proceeds of one or more equity offerings completed before December 15, 2010.

On January 14, 2009, pursuant to an offer to purchase, KCSR commenced a cash tender offer and consent
solicitation for any and all outstanding $200.0 million KCSR 7% Senior Notes due June 5, 2009. As of
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January 28, 2009, (the consent deadline) KCSR received consents in connection with the tender offer and
consent solicitation from holders of over 88% of the 7/2% Senior Notes. On January 29, 2009, KCSR
purchased the tendered notes in accordance with the terms of the tender offer with proceeds received in 2008
from the issuance of the 13.0% Senior Notes and other borrowings.

Tex-Mex Debt.

RRIF Loan Agreement. On June 28, 2005, Tex-Mex entered into an agreement with the Federal Railroad
Administration (“FRA”) to borrow $50.0 million to be used for infrastructure improvements which are
expected to increase efficiency and capacity in order to accommodate growing freight rail traffic related to the
NAFTA corridor. The note bears interest at 4.29% annually and the principal balance amortizes quarterly with
a final maturity of July 13, 2030. The loan was made under the Railroad Rehabilitation and Improvement
Financing (“RRIF”) Program administered by the FRA. The loan is guaranteed by Mexrail, which has issued a
Pledge Agreement in favor of the lender equal to the gross revenues earned by Mexrail on per-car fees on
traffic crossing the International Rail Bridge in Laredo, Texas.

On February 16, 2007, Tex-Mex and the FRA entered into Amendment No. 1 and Waiver No. 1 to the
loan agreement, the purpose of which was to eliminate the obligation of Tex-Mex to provide audited annual
financial statements to the FRA and to waive Tex-Mex’s failure to do so since entering into the loan
agreement. To induce the FRA to agree to such amendment and waiver, the Company has agreed to provide
the FRA with its audited annual financial statements and unaudited quarterly statements and has also agreed to
guaranty the scheduled principal payment installments due to the FRA from Tex-Mex under the loan
agreement on a rolling five-year basis.

KCSM Debt.

Revolving Credit Facility and Term Loan. On June 14, 2007, KCSM entered into a new unsecured credit
agreement (the “2007 KCSM Credit Agreement”), in an aggregate amount of up to $111.0 million, consisting
of a revolving credit facility of up to $81.0 million, and a term loan facility of $30.0 million with Bank of
America, N.A., BBVA Bancomer, S.A., Institucién de Banca Muiltiple, and the other lenders named in the
2007 KCSM Credit Agreement. KCSM used the proceeds from the 2007 KCSM Credit Agreement to pay
(a) all amounts outstanding under the 2005 KCSM Credit Agreement, and to pay all fees and expenses related
to the refinancing of the 2005 KCSM Credit Agreement, (b) to pay all amounts outstanding in respect of
KCSM’s 10%% Senior Notes due 2007, (c) to refinance a portion of KCSM’s 12%:% Senior Notes due 2012,
(d) to pay all amounts outstanding under KCSM’s Bridge Loan Agreement dated April 30, 2007, and (e) for
general corporate purposes. The maturity date for the revolving credit facility is December 30, 2011, and the
maturity date for the term loan facility is June 29, 2012. Loans under the 2007 KCSM Credit Agreement bear
interest at LIBOR plus a spread based on KCSM’s leverage ratio as defined under the 2007 KCSM Credit
Agreement. The 2007 KCSM Credit Agreement contains covenants that restrict or prohibit certain actions that
are customary for these types of agreements. In addition, KCSM must meet certain consolidated interest
coverage ratios, consolidated leverage ratios, and fixed charge coverage ratios. KCSM was in compliance with
the 2007 KCSM Credit Agreement as of February 13, 2009 and has access to the revolving credit facility. At
December 31, 2008, there were no advances under the revolving credit facility with $81.0 million remaining
available under the facility.

On December 19, 2007, KCSM entered into Amendment and Waiver No. 1 to the 2007 KCSM Credit
Agreement (“KCSM Amendment and Waiver No. 1”) to modify certain terms to permit the KCSM to finance
the acquisition of new locomotives by incurring indebtedness on an accelerated basis as compared to the
original terms contained in the 2007 KCSM Credit Agreement. The KCSM Amendment and Waiver No. 1
also waived certain prospective defaults under the 2007 KCSM Credit Agreement as of the quarter ended
December 31, 2007, as a result of the acquisition of the new locomotives in the fourth quarter of 2007, in
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order to permit the Company sufficient time to complete its financing of the new locomotives in the first
quarter of 2008.

On December 19, 2008, KCSM entered into Amendment No. 2 (“KCSM Amendment No. 2”) to the
2007 KCSM Credit Agreement. KCSM Amendment No. 2 deletes the defined term “Additional Dividends”
and modifies the 2007 KCSM Credit Agreement to permit the Company to declare a Restricted Payment, as
defined in the 2007 Credit Agreement, during the quarter ended December 31, 2008, and pay such Restricted
Payment in one or more fiscal quarters during the fiscal year ending on December 31, 2009.

On February 11, 2009, KCSM entered into Amendment No. 3 and Waiver No. 2 (“KCSM Amendment
No. 3”) to the 2007 KCSM Credit Agreement. KCSM Amendment No. 3 amended Section 7.4 of the
2007 KCSM Credit Agreement to permit KCSM’s loan of $4.2 million to PCRC made on December 28, 2007.
KCSM Amendment No. 3 also waived any Defaults (as defined in the 2007 KCSM Credit Agreement) or
Events of Default (as defined in the 2007 KCSM Credit Agreement) resulting from KCSM’s compliance with
Section 7.4 of the 2007 KCSM Credit Agreement prior to the effective date of KCSM Amendment No. 3.

9%% Senior Notes. On April 19, 2005, KCSM issued $460.0 million principal amount of 9%% senior
unsecured notes due May 1, 2012. The notes are redeemable at KCSM’s option in whole or in part on or after
May 1, 2009, subject to certain limitations, at the following redemption prices (expressed in percentages of
principal amount), plus any unpaid interest: 2009 — 104.688%, 2010 — 102.344% and thereafter —
100.000%. Subject to certain conditions, up to 35% of the principal of the notes was redeemable prior to
May 1, 2008. In addition, the notes are redeemable, in whole but not in part, at KCSM’s option at their
principal amount in the event of certain changes in the Mexican withholding tax rate. The 9%% Senior Notes
include certain covenants that restrict or prohibit certain actions.

779 Senior Notes. On November 21, 2006, KCSM issued $175.0 million principal amount of
7%% senior unsecured notes due December 1, 2013. Proceeds from the issuance were used to purchase
$146.0 million of tendered 10%% KCSM Senior Notes that were due in June of 2007 and repay $29.0 million
of term loans under the 2005 KCSM Credit Agreement. The notes are redeemable at KCSM’s option in whole
or in part on or after December 1, 2010, subject to certain limitations, at the following redemption prices
(expressed in percentages of principal amount), plus any unpaid interest: 2010 — 103.813%, 2011 —
101.906% and 2012 — 100.000%. Subject to certain conditions, up to 35% of the principal of the notes is
redeemable prior to December 1, 2009. In addition, the notes are redeemable, in whole but not in part, at
KCSM’s option at their principal amount in the event of certain changes in the Mexican withholding tax rate.
The 7%% Senior Notes include certain covenants that restrict or prohibit certain actions.

7%% Senior Notes. On May 16, 2007, KCSM issued $165.0 million principal amount of 7% senior
unsecured notes due June 1, 2014. KCSM used the net proceeds from the issuance of the notes, together with a
$30.0 million bank term loan and available cash on hand, as necessary, to pay the principal, applicable premium
and expenses associated with the redemption of KCSM’s 12/2% Senior Notes due 2012. The notes are
redeemable at KCSM'’s option, in whole but not in part, at 100% of their principal amount, plus any accrued and
unpaid interest, at any time in the event of certain changes in Mexican tax law, and in whole or in part, on or
after June 1, 2011, subject to certain limitations, at the following redemption prices (expressed as percentages of
principal amount) plus any accrued and unpaid interest: 2011 — 103.688%, 2012 — 101.844%, and 2013
— 100.000%. The 7%% Senior Notes include certain covenants that restrict or prohibit certain actions.

All of KCSM'’s senior notes above are denominated in dollars and are unsecured, unsubordinated
obligations, rank pari passu in right of payment with KCSM’s existing and future unsecured, unsubordinated
obligations, and are senior in right of payment to KCSM’s future subordinated indebtedness.

5.737% Locomotive Financing Agreement. On February 26, 2008, KCSM entered into a financing
agreement for an aggregate amount of $72.8 million. KCSM used the proceeds to finance 85% of the purchase
price of forty new SD70ACe locomotives delivered and purchased by KCSM in late 2007 and early 2008.
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KCSM granted the lender a security interest in the locomotives to secure the loan. The financing agreement
requires KCSM to make thirty equal semi-annual principal payments of approximately $2.4 million plus
interest at an annual rate of 5.737%, with the final payment due and payable on February 28, 2023.

6.195% Locomotive Financing Agreement. On September 24, 2008, KCSM entered into a financing
agreement with DVB Bank AG (“DVB”). KCSM received the loan principal amount under the financing
agreement of $52.2 million on September 26, 2008. KCSM used the proceeds to finance approximately 80%
of the purchase price of twenty-nine ES44AC locomotives delivered and purchased by KCSM in June 2008.
KCSM granted DVB a security interest in the locomotives to secure the loan. The financing agreement
requires KCSM to make sixty equal quarterly principal payments plus interest at an annual rate of 6.195%,
with the final payment due and payable on September 29, 2023.

Both locomotive financing agreements contains representations, warranties and covenants typical of such
equipment loan agreements. Events of default in the financing agreements include, but are not limited to,
certain payment defaults, certain bankruptcy and liquidation proceedings and the failure to perform any
covenants or agreements contained in the financing agreement. Any event of default could trigger acceleration
of KCSM’s payment obligations under the terms of the financing agreements.

Other Debt Provisions.

Other Agreements, Guarantees, Provisions and Restrictions. The Company has debt agreements custom-
ary for these types of debt instruments and for borrowers with similar credit ratings containing restrictions on
subsidiary indebtedness, advances and transfers of assets, and sale and leaseback transactions, as well as
requiring compliance with various financial covenants. Because of certain financial covenants contained in the
debt agreements, however, maximum utilization of the Company’s available lines of credit may be restricted.

Change in Control Provisions. Certain loan agreements and debt instruments entered into or guaranteed
by the Company and its subsidiaries provide for default in the event of a specified change in control of the
Company or particular subsidiaries of the Company.

Leases and Debt Maturities.

The Company leases transportation equipment, as well as office and other operating facilities, under
various capital and operating leases. Rental expenses under operating leases were $137.1 million, $129.4 mil-
lion, and $136.8 million for the years ended December 31, 2008, 2007, and 2006, respectively. Contingent
rentals and sublease rentals were not significant. Minimum annual payments and present value thereof under
existing capital leases, other debt maturities and minimum annual rental commitments under non-cancelable
operating leases follow (in millions):

Capital Leases

Long- Minimum Net Operating Leases

Term Lease Less Present Total Southern Third
Years Debt Payments Interest Value Debt Capital Party Total
2009 ... $ 634.7 $ 4.1 $1.4 $27 $ 6374 $213 $ 1257 $ 1470
2010 ... 9.8 3.7 1.2 2.5 12.3 20.6 117.6 138.2
2011 ..ol 9.8 3.8 1.0 2.8 12.6 19.9 114.0 133.9
2012 ..o 499.9 3.9 0.8 3.1 503.0 15.1 93.1 108.2
2013 ..o 353.0 2.0 0.6 1.4 354.4 133 85.7 99.0
Thereafter ....... 560.0 7.3 09 6.4 566.4 82.2 506.0 588.2

Total ......... $2,067.2 $24.8 $5.9 $18.9  $2,086.1 $172.4 $1,042.1  $1,214.5
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In the normal course of business, the Company enters into long-term contractual requirements for future
goods and services needed for the operations of the business. Such commitments are not in excess of expected
requirements and are not reasonably likely to result in performance penalties or payments that would have a
material adverse effect on the Company’s liquidity.

Note 8. Income Taxes

Current income tax expense represents the amounts expected to be reported on the Company’s income tax
return, and deferred tax expense or benefit represents the change in net deferred tax assets and liabilities.
Deferred tax assets and liabilities are determined based on the difference between the financial statement and
tax basis of assets and liabilities as measured by the enacted tax rates that will be in effect when these
differences reverse. Valuation allowances are recorded as appropriate to reduce deferred tax assets to the
amount considered likely to be realized.

Tax Expense. Income tax expense (benefit) consists of the following components (in millions):
2008 2007 2006

Current:
Federal . . ... ... . $09 $ — $40
State and local . .. ... ... ... . . ... 0.2) 0.8 04
Foreign. . . ... — — —
Total current . . . ... 0.7 0.8 4.4

Deferred:

Federal . . .. .. o 40.8 33.2 12.7
State and local .. ....... ... . .. 7.9 2.4 7.2
Foreign. . .. ... . 15.1 30.7 21.1
Total deferred . . ....... .. ... 63.8 66.3 41.0
Total iNCOME taX EXPENSE. « v v v vt v vt et et e e e $64.5 $67.1 $45.4
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The tax effects of temporary differences that give rise to significant portions of the deferred tax assets
and deferred tax liabilities follow at December 31 (in millions):

2008 2007

Liabilities:
Depreciation. . . . . ...t $ 5456  $5335
Investments . .. ... ... 71.0 73.0
Concession Tights . . ... ... 152.5 199.7
Other, net. . .. ... 8.5 9.8
Gross deferred tax liabilities ... ........ ... . ... 777.6 816.0

Assets:

LOSS CAITYOVETS . . . o vttt e e e e e e e e (284.5) (336.3)
Book reserves not currently deductible for tax........................ (99.3) (146.7)
Vacation accrual . . ... ... ... .. 3.7 3.9)
Other, Net. . . ... (19.8) (16.7)
Gross deferred tax assets before valuation allowance . ................ (407.3) (503.6)
Valuation allowance on 10SS Carryovers . . .. ......in e et . 22.9 8.9
Gross deferred tax assetS. . ... ..ot (384.4) (494.7)
Net deferred tax liability . . ........ ... . .. . $3932 $3213

Tax Rates. Differences between the Company’s effective income tax rates and the U.S. federal income
tax statutory rates of 35% follow (in millions):

2008 2007 2006
Income tax expense using the Statutory rate ineffect............... $87.0 $775 $54.1
Tax effect of:
Permanent items . . ... ... ... 3.3 2.1 1.0
State and local income tax provision,net...................... 2.8 2.1 3.9
Tax credits . ..o ot (2.5) 2.9 (1.8)
Uncertain taX poSItIONS . . . ..o vttt e 4.3) — 2.8)
Difference between U.S. and foreign tax rate . . . ................ (8.5) (9.0) 3.1
Foreign exchange and inflation adjustments . . .................. (12.1) 7.4 12.5
Inflation on foreign loss carryforwards. . ...................... (15.3) (13.0) (17.4)
Change in valuation allowances . . ........................... 14.0 — —
Other, net . . ... ... . 0.1 2.9 (1.0)
INCOME tAX EXPENSE .« . o v v et e e e e $645 $67.1 $454
Effective tax rate . ........ ..t 259%  30.3%  29.4%

Difference Attributable to Foreign Investments. At December 31, 2008, the Company’s book basis
exceeded the tax basis of its foreign investments by $755.0 million. The Company has not provided a deferred
income tax liability for the income taxes, if any, which might become payable on the realization of this basis
difference because the Company intends to indefinitely reinvest in foreign investments the operating earnings
which gave rise to the basis differential or remit the earnings in tax-free transactions as discussed below.
Moreover, the Company has no other plans to realize this basis differential by a sale of its interests in foreign
investments. If the earnings were to be remitted in a taxable transaction, as of December 31, 2008, the
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Company would incur gross federal income taxes of $264.3 million which would be partially offset by foreign
tax credits.

Changes in Tax Law. On October 1, 2007 the Entrepreneurial Tax of Unique Rate (referred to by its
Spanish acronym, IETU or “Flat Tax”) in Mexico was enacted. The Flat Tax law became effective on
January 1, 2008 and replaced the Asset Tax law. The Flat Tax applies to a different tax base than the regular
income tax and will be paid if the Flat Tax exceeds the ordinary income tax computed under existing law.

Tax Carryovers. In prior years, the Company has generated both U.S. federal and state net operating
losses. The losses are carried forward 20 years for federal and from 5 to 20 years for state. Both the federal
and state loss carryovers are analyzed each year to determine the likelihood of realization. The U.S. federal
loss carryover at December 31, 2008 is $76.7 million and if not used, would begin to expire in 2021. In
addition, the Company has $15.8 million of tax credits consisting primarily of $13.6 million of track
maintenance credits which, if not used, will begin to expire in 2025, and $1.9 million of alternative minimum
tax credits which do not have an expiration period.

The state loss carryovers arise from both combined and separate tax filings from as early as 1993. The
loss carryovers may expire as early as December 31, 2009 and as late as December 31, 2028. The state loss
carryover at December 31, 2008 is $443.8 million, indicating a tax benefit of $18.5 million, of which it is
expected that $163.3 million, producing a tax benefit of $7.1 million, will be realized.

The Mexico federal loss carryovers at December 31, 2008 are $896.2 million, of which $21.3 million will
expire in 2016 and the remaining $874.9 million will expire in 2046. A deferred tax asset was recorded in
prior periods for the expected future tax benefit of these losses which will be carried forward to reduce only
ordinary Mexican income tax payable in future years. With the addition of the Flat Tax, the losses are not
projected to completely eliminate future tax liabilities. A valuation allowance of $11.5 million was recorded in
2008 to reflect the reduced expected tax benefit to be derived from these carryovers.

The Company believes it is more likely than not that the results of future operations will generate
sufficient taxable income to realize the deferred tax assets, net of valuation allowances, related to loss
carryovers and tax credits.

Uncertain Tax Positions. In June 20006, the Financial Accounting Standards Board issued Interpretation
Number 48 “Accounting for Uncertainty in Income Taxes — an Interpretation of FASB Statement No. 109,
Accounting for Income Taxes” (“FIN 48”). FIN 48 prescribes a recognition threshold and measurement
attribute for the financial statement recognition and measurement of a tax position taken or expected to be
taken in a tax return. FIN 48 requires the Company to recognize in the financial statements the benefit of a
tax position only if the impact is more likely than not of being sustained on audit based on the technical
merits of the position. FIN 48 also provides guidance on derecognition, classification, interest and penalties,
accounting in interim periods and disclosure. The provisions of FIN 48 were effective for the Company
beginning January 1, 2007. In 2007, the Company recognized a cumulative effect of the change in accounting
principle of $1.3 million recorded as a decrease to opening retained earnings. A reconciliation of the beginning
and ending amount of unrecognized tax benefits is as follows (in millions):

2008 2007

Balance at January 1, . ... .. ... $32.6 $263
Additions based on tax positions related to the current year . ............... — —
Additions for tax positions of prior years . . . . ... 0.9 7.9
Reductions for tax positions of prior years . . .. ...ttt (18.5) (1.6)
Settlements . . . . ..o e (12.9) —
Balance at December 31,. . . . oot $ 2.1 $326
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The remaining $2.1 million of unrecognized tax benefits would affect the effective income tax rate if
recognized and is not expected to change in the next twelve months.

Interest and penalties related to uncertain tax positions are included in income before taxes on the income
statement. As a result of the IRS examination settlement, accrued interest and penalties on unrecognized tax
benefits was reduced from $15.8 million to $0.1 million as of December 31, 2007 and December 31, 2008,
respectively. For the year ended December 31, 2008, the Company recognized a reduction of approximately
$5.6 million in interest and penalty expense. For the years ended December 31, 2007 and 2006, the Company
recognized approximately $2.3 million and $4.0 million in interest and penalty expense, respectively.

The Company has effectively settled the audit of the U.S. consolidated federal income tax returns for the
years 1997 through 2002. A current income tax liability has been accrued for the anticipated outcome. The
U.S. federal statute of limitations has closed for years prior to 1997 and for 2003. The statute of limitations
for various states has closed for years prior to 2005. Tax returns filed in Mexico through 2002 are closed to
examination by the taxing authorities in Mexico. The 2003 Mexico tax return is currently under examination.
The Company believes that an adequate provision has been made for any adjustment (taxes and interest) that
will be assessed for all open years.

Note 9. Stockholders’ Equity

Information regarding the Company’s capital stock at December 31 follows:

Austllll?)llf;ed Shares Issued
2008 and 2007 2008 2007
$25 par, 4% noncumulative, preferred stock ......... 840,000 649,736 649,736
$1 par, preferred stock ... ............. ... ...... 2,000,000 — —
$1 par, series A, preferred stock . ................. 150,000 — —
$1 par, series B convertible, preferred stock ......... 1,000,000 — —
$1 par, series C redeemable cumulative convertible
perpetual preferred stock. . .................... 400,000 — 400,000
$1 par, series D cumulative convertible perpetual
preferred stock . ... ... ... .. L 210,000 210,000 210,000
$.01 par, common Stock . .. ............... ... .. 400,000,000 106,252,860 92,863,585
Shares outstanding at December 31:
2008 2007
$25 par, 4% noncumulative, preferred stock .. .................... 242,170 242,170
$1 par, series C redeemable cumulative convertible perpetual preferred
SEOCK .« o o — 400,000
$1 par, series D cumulative convertible perpetual preferred stock . ..... 209,995 210,000
$.01 par, common StOCK . . . . ..o v i 91,463,762 76,975,507
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Treasury Stock. Shares of common stock in Treasury and related activity follow:

2008 2007 2006
Balance at beginning of year . ..................... 15,888,078 16,943,252 17,957,035
Shares issued for preferred stock dividend ............ — (378,667) —
Shares issued to fund stock option exercises . . ......... (1,065,724) (84,528) (617,107)
Employee stock purchase plan shares issued . .......... (91,326) (116,663) (109,644)
Nonvested sharesissued . . ... ..................... (225,873) (563,112) (428,143)
Nonvested shares forfeited . ... .................... 283,943 87,796 141,111
Balance atend of year .. .................. .. ... 14,789,098 15,888,078 16,943,252

Redemption of Series C Redeemable Cumulative Convertible Perpetual Preferred Stock. On June 12,
2008, the Company called for redemption all of the outstanding shares of its 4.25% Series C Redeemable
Cumulative Convertible Perpetual Preferred Stock (the “Series C Preferred Stock™) with a redemption date of
July 15, 2008 (the “Redemption Date). The holders of the outstanding shares had the option to redeem at a
redemption price of $500 per share or convert each share into 33.4728 shares of KCS common stock. Each
share converted also received an appropriate number of common stock or other preferred stock purchase rights
under KCS’ 2005 Rights Agreement. All 400,000 shares of Series C Preferred Stock were converted into
13,389,109 shares of common stock.

Series D Cumulative Convertible Perpetual Preferred Stock. On December 9, 2005, KCS completed the
sale and issuance of 210,000 shares of its 5.125% Series D Convertible Preferred Stock, par value $1.00 per
share (“Series D Preferred Stock™). Each share of Series D Preferred Stock is convertible into 33.3333 shares
of KCS common stock, subject to certain adjustments. Dividends on the Series D Preferred Stock are
cumulative and payable quarterly in any combination of cash and KCS common stock, as declared by the KCS
Board of Directors, at the rate of 5.125% per annum of the liquidation preference of $1,000. The Series D
Preferred Stock ranks senior to the common stock and to each class or series of KCS capital stock that has
terms that provide that such class or series will rank junior to the Series D Preferred Stock. On or after
February 20, 2011, KCS may convert all of the Series D Preferred Stock into common stock at the then
prevailing conversion rate, but only if the closing sale price of the common stock multiplied by the conversion
rate then in effect equals or exceeds 130% of the liquidation preference for 20 trading days during any
consecutive 30 trading day period, and if KCS has paid all accumulated and unpaid dividends on the dividend
payment date immediately preceding the forced conversion date.

Upon certain designated events (a “fundamental change”), holders of the Series D Preferred Stock may,
subject to legally available funds, require KCS to redeem any or all of the shares, which KCS may pay in
either cash, in shares of KCS stock or any combination thereof, at KCS’ option. Since KCS has the ability in
this event to pay the redemption price in KCS common stock (which is not required to be registered), the
Series D Preferred Stock is classified as permanent equity capital. The number of shares to be issued would be
based upon the value of KCS common stock at that time but in no event will the number of shares issued on
the occurrence of a fundamental change exceed 52.5 million shares.

Dividend Restrictions. Following completion of the preparation of the 2005 financial statements of
KCS, the Company determined that its Consolidated Coverage Ratio (as defined in the indentures for KCSR’s
7% senior notes and 9% senior notes) was less than 2.0:1. As a result, pursuant to the terms of each KCSR
indenture, the Company was unable to pay cash dividends on its Series C Preferred Stock and dividends in
cash or shares of KCS common stock on its Series D Preferred Stock. The dividends accumulated until such
ratio increased to at least 2.0:1. On January 12, 2007, KCS declared a dividend on the Series C Preferred
Stock and Series D Preferred Stock for all outstanding arrear dividends. As of December 31, 2008 and 2007,
KCS is current with respect to its Preferred Stock dividend payments.
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Stockholder Rights Plan. On September 27, 2005, the Board of Directors of the Company declared a
dividend distribution of one right for each outstanding share of the Company’s common stock to stockholders
of record as of the close of business on October 12, 2005, replacing a previous Rights Agreement that expired
on October 12, 2005. Each right entitles the stockholder to purchase from the Company one one-thousandth of
a share of Series A Preferred Stock (or in certain circumstances, common stock, other securities, cash or other
assets), at a price of $100 per share (both shares and price are subject to adjustment periodically to prevent
dilution). The rights are traded with the Company’s common stock.

The Rights Plan has certain anti-takeover provisions that may cause substantial dilution to a person or
group that attempts to acquire the Company without the approval of the Board of Directors. The Rights Plan
will not interfere with any offer for all of the outstanding common stock that has the approval of the
Independent Directors. The rights will become exercisable after a non-approved person or group has acquired,
or a tender offer is made for, 15% or more of the common stock of the Company (13% or more in the case of
certain acquisitions by “Adverse Persons”). Right holders (other than the acquiring person or group) may then
exercise their rights at the then current purchase price, and receive the number of shares of Preferred Stock (or
in certain circumstances, common stock) having a market value of two times the purchase price of the rights.
Additionally, if the Company is thereafter merged into another entity, or if more than 50% of the Company’s
consolidated assets or earning power is sold or transferred, holders of the rights may exercise their rights at
the then current purchase price and receive common stock of the acquirer equal to two times the purchase
price of the rights. KCS may redeem the rights for $0.0025 per right until a triggering acquisition. The rights
expire October 11, 2010.

Change in Control Provisions. The Company and certain of its subsidiaries have entered into agreements
with employees whereby, upon defined circumstances constituting a change in control of the Company or
subsidiary, certain stock options become exercisable, certain benefit entitlements are automatically funded and
such employees are entitled to specified cash payments upon termination of employment.

The Company and certain of its subsidiaries have established trusts to provide for the funding of corporate
commitments and entitlements of officers, directors, employees and others in the event of a specified change
in control of the Company or subsidiary. Assets held in such trusts on December 31, 2008 and 2007, were not
material. Depending upon the circumstances at the time of any such change in control, the most significant
factor of which would be the highest price paid for KCS common stock by a party seeking to control the
Company, funding of the Company’s trusts could be substantial.

Note 10. Share-Based Compensation

On October 7, 2008, the Company’s stockholders approved the Kansas City Southern 2008 Stock Option
and Performance Award Plan (the “2008 Plan”). The 2008 plan became effective on October 14, 2008 and
replaces the Kansas City Southern 1991 Amended and Restated Stock Option and Performance Award Plan
(the “1991 Plan”). The 2008 Plan provides for the granting of up to 2.3 million shares of the Company’s
common stock to eligible persons as defined in the 2008 Plan. Outstanding equity awards granted under the
1991 Plan and the 2008 Plan (the “Plans”) are to be governed by the terms and conditions of each individual
plan and the related award agreements.

Stock Option Plan. Options will be granted under the 2008 Plan at 100% of the closing market price of
the Company’s stock on the date of grant. Under the 1991, options were granted at 100% of the average
market price of the Company’s stock on the date of grant. Options generally have a 5 year cliff vesting period
and are exercisable over the 10 year contractual term, except that options outstanding with limited rights
(“LRs”) or limited stock appreciation rights (“LSARSs”), become immediately exercisable upon certain defined
circumstances constituting a change in control of the Company. The Plans include provisions for stock
appreciation rights, LRs and LSARs. All outstanding options include LSARs, except for options granted to
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non-employee Directors prior to 1999. The grant date fair value, less estimated forfeitures, is recorded to
expense on a straight-line basis over the vesting period.

The fair value of each option award is estimated on the date of grant using the Black-Scholes option
pricing model. The weighted-average assumptions used were as follows:

2008 2007 2006
Expected dividend yield . ......... ... ... ... ... ... ... ... ... 0% 0% 0%
Expected volatility . ........ ... . 32.28% 34.17% 37.84%
Risk-free interest rate . .. ....... ...ttt 329%  470%  4.96%
Expected term (years) . ... ... 7.50 7.50 6.83
Weighted-average grant date fair value of stock options granted . . . ... $18.33  $16.04  $12.62

The Company has not paid dividends to common shareholders since January of 2000 and currently does
not expect to pay dividends to common stockholders in the future. The expected volatility is based on the
historical volatility of the Company’s stock price over a term equal to the estimated life of the options. The
risk-free interest rate is determined based on the U.S. Treasury rates approximating the expected life of the
options granted, which represents the period of time the awards are expected to be outstanding and is based on
the historical experience of similar awards.

The following table summarizes combined activity under the Plans:
Weighted- Weighted-

Average Average
Exercise Remaining Aggregate
Number of Price Contractual Intrinsic
Shares per Share Term Value
In years In millions
Options outstanding at December 31, 2005 . . . .. 3,707,393 $ 9.11
Granted ............ . . .. 90,800 26.03
Exercised .. ......... ... ... ... (627,907) 10.83
Forfeited or expired .................... (229,954) 12.77
Options outstanding at December 31, 2006 . . . .. 2,940,332 8.98
Granted . ........... .. ... 32,500 33.78
Exercised .. ........ ... ... . . ... (95,907) 6.14
Forfeited or expired .................... (19,162) 20.95
Options outstanding at December 31, 2007 . . . .. 2,857,763 9.28
Granted ........... .. ... 15,380 43.15
Exercised .. ..... ... .. ... .. ... . (1,094,184) 7.79
Forfeited or expired .................... (91,344) 17.99
Options outstanding at December 31, 2008 . . . .. 1,687,615 $10.08 2.90 M

Vested and expected to vest at December 31,
2008 . . 1,681,100 $10.00
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Exercisable at December 31, 2008.......... 1,588,735 $ 8.80
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Compensation expense of $0.1 million, $0.7 million, and $0.6 million was recognized for stock option
awards for the years ended December 31, 2008, 2007, and 2006, respectively. The total income tax benefit
recognized in the income statement for stock options was less than $0.1 million, $0.3 million, and $0.2 million,
for the years ended December 31, 2008, 2007, and 2006, respectively.
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Additional information regarding stock option exercises appears in the table below (in millions):
2008 2007 2006

Aggregate grant-date fair value of stock options vested . ............... $12 $05 $07
Intrinsic value of stock options exercised . ......................... 12.3 2.7 11.4
Cash received from Option €XerciSes . . . . ... ..o v vttt 8.3 0.6 6.7

As of December 31, 2008, $0.7 million of unrecognized compensation cost relating to nonvested stock
options is expected to be recognized over a weighted-average period of 1.79 years. At December 31, 2008,
there were 2,280,127 shares available for future grants under the 2008 Plan.

Nonvested Stock. The Plans provide for the granting of nonvested stock awards to officers and other
designated employees. The grant date fair value is based on the average market price of the stock (under the
1991 Plan) or the closing market price (under the 2008 Plan) on the date of the grant. These awards are
subject to forfeiture if employment terminates during the vesting period, which is generally five year cliff
vesting for employees and one year for directors. The grant date fair value of nonvested shares, less estimated
forfeitures, is recorded to compensation expense on a straight-line basis over the vesting period.

A combined summary of nonvested stock activity is as follows:

Weighted-

Average Grant Aggregate
Number of Date Intrinsic
Shares Fair Value Value
In millions
Nonvested stock at December 31,2005. . .............. 392,151 $20.57
Granted .. ........ . 421,002 25.73
Vested . ..o (58,469) 20.17
Forfeited ........ ... .. . . . (141,111) 22.33
Nonvested stock at December 31,2006. . .............. 613,573 23.74
Granted . .. ... .. e 570,464 33.26
Vested . ..o (81,613) 24.86
Forfeited ......... ... ... .. . . . . . . ... (87,796) 26.05
Nonvested stock at December 31,2007 .. .............. 1,014,628 28.80
Granted .. ... ... 232,551 37.95
Vested . ..ot (134,979) 30.50
Forfeited . ...... ... ... . . (283,943) 26.91
Nonvested stock at December 31,2008 . . .............. 828,257 $31.74 $15.8

Compensation cost on nonvested stock was $5.1 million, $6.7 million, and $3.1 million, for the years
ended December 31, 2008, 2007, and 2006 respectively. The total income tax benefit recognized in the income
statement for nonvested stock awards was $1.9 million and $2.5 million and $1.1 million for the years ended
December 31, 2008, 2007, and 2006 respectively.

As of December 31, 2008, $13.4 million of unrecognized compensation costs related to nonvested stock
is expected to be recognized over a weighted — average period of 1.45 years. The fair value (at vest date) of
shares vested during the year ended December 31, 2008, was $5.1 million.

Performance Based Awards. During 2008 and 2007, the Company granted performance based nonvested
stock awards. The awards granted establish an annual target number of shares that generally vest at the end of
a three year requisite service period following the grant date. In addition to the three year service condition,
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the number of nonvested shares to be received depends on the attainment of performance goals based on the
following annual measures: operating ratio, earnings before interest, tax, depreciation and amortization

(EBITDA) and return on capital employed. The number of nonvested shares ultimately earned will range from
zero to 200% of the annual target award.

A summary of performance based nonvested awards activity at target is as follows:

Weighted-Average
Target Number of Grant Date

Shares* Fair Value

Nonvested stock, at December 31, 2006. . .. ............... — —
Granted. . . .. ... 504,638 30.77
Vested. ... — —
Forfeited . . . ... ... .. . e (27,000) 29.82
Nonvested stock, at December 31, 2007. . ................. 477,638 30.82
Granted. . .. ... e 83,229 37.82
Vested. . ..o (46,988) 30.13
Forfeited . . . ... ... .. . . (127,999) 29.93
Nonvested stock, at December 31, 2008. . ................. 385,880 $32.71

* The performance shares earned in 2008 and 2007 were 102,318 and 122,983 which was approximately 62%
and 120% of the annual target award granted for the 2008 and 2007 performance periods, respectively. For
the 2009 performance period, participants in the aggregate can earn up to a maximum of 353,838 shares.

The Company expenses the grant date fair value of the awards which are probable of being earned based
on forecasted annual performance goals over the three year performance period. Compensation expense on
performance based awards was $1.5 million and $3.1 million for the years ended December 31, 2008 and
2007, respectively. Total income tax benefit recognized in the income statement for performance based awards
was $0.5 million and $1.1 million for the years ended December 31, 2008 and 2007, respectively.

As of December 31, 2008, $1.3 million of unrecognized compensation cost related to performance based
awards is expected to be recognized over a weighted-average period of 0.6 years. The unrecognized
compensation cost includes only the amount determined to be probable of being earned based upon the
attainment of the annual performance goals. The fair value (at vest date) of shares vested for the year ended
December 31, 2008 was $1.4 million.

Employee Stock Purchase Plan. The Employee Stock Purchase Plan (“ESPP”), established in 1977,
provides substantially all full-time employees of the Company, certain subsidiaries and certain other affiliated
entities, with the right to subscribe to an aggregate of 11.4 million shares of common stock. The ESPP is
subject to annual approval by the Company’s Board of Directors. Employees may elect to withhold an amount
from payroll on the offering date in exchange for rights to purchase a fixed number of designated shares of the
Company’s common stock.

For offerings under the Twentieth, Nineteenth, and Eighteenth Offerings, the purchase prices for shares
was equal to 90% of the average market price on either the exercise date or the offering date, whichever is
lower. Under SFAS 123R, both the 10% discount in grant price and the 90% share option are valued to derive
the award’s fair value. The awards vest and the expense is recognized ratably over one year.
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The following table summarizes activity related to the various ESPP offerings:

Offering Date Exercise Date

Received
Purchase Shares Date Purchase Shares from
Date Price Subscribed Issued Price Issued Employees(i)
In millions
October 31,
Twentieth offering . . . .. 2008 $26.78 103,876 — $ — — $—
October 31, February 5,
Nineteenth offering . . . . 2007 34.69 83,461 2009 16.79 71,830 1.2
October 31, January 24,

Eighteenth offering . . .. 2006 25.97 101,737 2008 2597 89,739 23

(i) Represents amounts received from employees through payroll deductions for share purchases under appli-
cable offering.

The fair value of the ESPP stock purchase rights is estimated on the date of grant using the Black-Scholes
option pricing model. The weighted average assumptions used were as follows:

Twentieth Nineteenth Eighteenth

Offering Offering Offering
Expected dividends . . ... ... ... ... 0% 0% 0%
Expected volatility. . .. ... 66% 32% 32%
Risk free interest rate . ... ........ ...t 1.38% 4.10% 4.99%
Expected life (years) . .. ... 1 1 1
Fair value at grant date .. ....................covon... $10.56 $9.32 $7.15

Compensation expense of $0.7 million, $0.7 million, and $0.6 million and was recognized for ESPP
option awards for the years ended December 31, 2008, 2007, and 2006 respectively. At December 31, 2008,
there were 3.9 million remaining shares available for future ESPP offerings.

Note 11. Profit Sharing and Other Postretirement Benefits

Health and Welfare. Certain U.S. employees that have met age and service requirements are eligible for
life insurance coverage and medical benefits during retirement. The retiree medical plan is contributory and
provides benefits to retirees, their covered dependents and beneficiaries. The plan provides for annual
adjustments to retiree contributions, and also contains, depending on the coverage selected, certain deductibles,
co-payments, co-insurance, and coordination with Medicare. Certain management employees also maintain
their status under a collective bargaining agreement, which permits them access to post-retirement medical
under the multi-employer plan described below. The life insurance plan is non-contributory and covers retirees
only. The Company’s policy, in most cases, is to fund benefits payable under these plans as the obligations
become due. However, certain plan assets (money market funds held in a life insurance company) exist with
respect to life insurance benefits.

KCSM Union Retirement Benefit. In the fourth quarter of 2008, the Company and the union entered into
additional negotiations related to this benefit. The current calculated benefit liability is based on a statutory
calculation under Mexican law which considers various factors such as the employees’ salary at the time of
retirement and the number of years of credited service. In addition, the benefit includes the funding of a
defined contribution benefit where individual accounts for employees who contribute a fixed percentage of
their pay is matched by a certain percentage of the amount voluntarily contributed by the employee. As of the
date of this filing, the Company was still negotiating with the union regarding this benefit and although the
details of this benefit continue to be discussed, based on current facts, management believes that the reserve
established approximates the liability for this benefit. Management believes that it is more likely that the
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benefit liability will be reduced than the probability of a material increase in the liability associated with this
post retirement benefit and has recorded its best estimate.

The Company uses December 31 as the measurement date for its retirement benefit obligations.

Net Periodic Benefit Cost, Plan Obligations and Funded Status

Components of the net cost (benefit) for these plans were as follows for the years ended December 31

(in millions):

Service cost
Interest cost

Foreign currency (gain) loss

Net periodic cost (benefit) recognized . .

Expected return on plan assets. . ........
Actuarial (gain) loss(i). ... ............

Prior service credit(ii) . . ..............

Health and Welfare

Mexico Retirement Benefit

2008 2007 2006 2008 2007 2006
..... $01 $01 $01 $14 $14 $1.7
..... 04 04 05 12 09 10
.02 01 O — 05 (6
..... — — (2.9) — —
..... 03) (03 (03  — _ _
..... $04 $03 $04) $03) $1.8 $0.I

(i) Net benefit costs above do not include a component for the amortization of actuarial gains or losses as the
Company’s policy is to recognize such gains and losses immediately.

(ii) During 2005, the Company revised its medical plan to exclude prescription drug coverage available under
Medicare part D. This negative plan amendment generated an unrecognized prior service benefit of
$2.3 million which is being amortized over the estimated remaining life of the affected participants of

9.5 years.

The following table reconciles the change in the benefit obligation, fair value of plan assets, change in the
funded status, and the accrued benefit cost as of and for each of the years ended December 31 (in millions):

Health and Welfare

Mexico Retirement Benefit

Benefit obligation at beginning of year

Service cost
Interest cost

Actuarial (gain) loss

Foreign currency (gain) loss

Benefits paid, net of retiree contributions(i)

Prior service cost .. ... .. .. ..

Benefit obligation at end of year . ..........

Fair value of plan assets at beginning of year. . . .

Actual return on plan assets

Benefits paid, net of contributions(i)

Fair value of plan assets at end of year

Funded status

2008 2007 2008 2007
$7.1 $7.2 $ 143 $12.1
0.1 0.1 1.4 1.4
0.4 0.4 1.2 0.9
0.1 0.1 — (0.5)
— — 2.9) —
(0.7) (0.7) (0.3) (0.9)
i — (1.2) 1.3
7.0 7.1 12.5 14.3
0.5 0.5
— 0.1
0.2) (0.1)
3 0.5
$(6.7) $(6.6) $(12.5) $(14.3)

(1) Benefits paid reflected in the reconciliation of the benefit obligation include both medical and life insur-
ance benefits, whereas benefits paid reflected in the reconciliation of the funded status include only life
insurance benefits. Plan assets relate only to life insurance benefits. Medical benefits are funded as obliga-

tions become due.
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Assumptions

The assumptions used to determine benefit obligations and costs are selected based on current and
expected market conditions. Discount rates are selected based on low risk government bonds with cash flows
approximating the timing of expected benefit payments. The Mexico bond market is utilized for the KCSM
retirement obligation and the U.S. bond market is utilized for the U.S. health and welfare obligation. The
expected rate of return on life insurance plan assets is determined using historical and forward looking returns
for similar investments over the period that the benefits are expected to be paid.

Weighted average assumptions used to determine benefit obligations were as follows for the years ended
December 31:

Mexico
Health and Retirement
Welfare Benefit
2008 2007 2008 2007
Discount rate (U.S. and MeXiCO). . . . ... ..o it 6.00% 6.00% 8.00% 8.00%
Rate of compensation increase . ...............ouuunueeeenn.. n/a nfa  4.50% 4.50%

Weighted average assumptions used to determine net benefit cost for the periods were as follows for the
years ended December 31:

Mexico
Health and Retirement
Welfare Benefit
2008 2007 2008 2007
Discount rate . . .. ..ot 6.00% 5.75% 8.00% 8.00%
Expected long-term rate of return on plan assets . .. .............. 3.00% 3.00% n/a n/a
Rate of compensation increase . ...............ouuuineeeeonn.. n/a nfa  4.50% 4.50%

The Company’s health care costs, excluding former Gateway Western and MidSouth participants, are
limited to the increase in the Consumer Price Index (“CPI”) with a maximum annual increase of 5%.
Accordingly, health care costs in excess of the CPI limit will be borne by the plan participants, and therefore
assumptions regarding health care cost trends are not applicable. The following table presents the assumed
health care cost trends related to Gateway Western and Midsouth participants:

2008 2007 2006

Health care trend rate fornext year . . ............... ... ... ........ 8.00% 8.00% 9.00%

Ultimate trend rate . . .. ... ...ttt 5.00% 5.00% 5.00%

Year that rate reaches ultimate rate . ............. ... .. ... .. 2015 2014 2010
Cash Flows

The following table represents benefit payments expected to be paid, which reflect expected future
service, as appropriate, for each of the next five years and the aggregate five years thereafter (in millions):

Mexico
Health and Retirement

Year Welfare Benefit
2000 e $0.8 $ 04
2000 L e 0.8 0.4
20 L o 0.8 0.3
200 e 0.8 0.6
2003 0.8 1.1
2014 - 2018 . oo 2.9 10.7
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Multi-Employer Plan. Under collective bargaining agreements, KCSR participates in a multi-employer
benefit plan, which provides certain post-retirement health care and life insurance benefits to eligible union
employees and certain retirees. Premiums under this plan are expensed as incurred and were $3.4 million,
$2.8 million, and $2.6 million for the years ended December 31, 2008, 2007 and 2006, respectively.

401(k) and Profit Sharing Plan. 'The Company sponsors the KCS 401(k) and Profit Sharing Plan (the
“401(k) plan”), whereby participants can choose to make contributions in the form of salary deductions pursuant
to Section 401(k) of the Internal Revenue Code. The Company matches 401(k) contributions up to a maximum
of 5% of compensation. For the years ended December 31, 2008, 2007 and 2006, the Company expensed
$1.8 million, $1.6 million, and $1.5 million, respectively, related to the KCS 401(k) and Profit Sharing Plan.

Note 12. Commitments and Contingencies

Litigation. The Company is a party to various legal proceedings and administrative actions, all of which,
except as set forth below, are of an ordinary, routine nature and incidental to its operations. Included in these
proceedings are various tort claims brought by current and former employees for job related injuries and by
third parties for injuries related to railroad operations. KCS aggressively defends these matters and has
established liability reserves, which management believes are adequate to cover expected costs. Although it is
not possible to predict the outcome of any legal proceeding, in the opinion of management, other than those
proceedings described in detail below, such proceedings and actions should not, individually, or in the
aggregate, have a material adverse effect on the Company’s financial condition and liquidity. However, a
material adverse outcome in one or more of these proceedings could have a material adverse impact on the
operating results of a particular quarter or fiscal year.

Environmental Liabilities. 'The Company’s U.S. operations are subject to extensive federal, state and
local environmental laws and regulations. The major U.S. environmental laws to which the Company is subject
include, among others, the Federal Comprehensive Environmental Response, Compensation and Liability Act
(“CERCLA,” also known as the Superfund law), the Toxic Substances Control Act, the Federal Water
Pollution Control Act, and the Hazardous Materials Transportation Act. CERCLA can impose joint and several
liabilities for cleanup and investigation costs, without regard to fault or legality of the original conduct, on
current and predecessor owners and operators of a site, as well as those who generate, or arrange for the
disposal of, hazardous substances. The Company does not believe that compliance with the requirements
imposed by the environmental legislation will impair its competitive capability or result in any material
additional capital expenditures, operating or maintenance costs. The Company is, however, subject to
environmental remediation costs as described below.

The Company’s Mexico operations are subject to Mexican federal and state laws and regulations relating to
the protection of the environment through the establishment of standards for water discharge, water supply,
emissions, noise pollution, hazardous substances and transportation and handling of hazardous and solid waste. The
Mexican government may bring administrative and criminal proceedings and impose economic sanctions against
companies that violate environmental laws, and temporarily or even permanently close non-complying facilities.

The risk of incurring environmental liability is inherent in the railroad industry. As part of serving the
petroleum and chemicals industry, the Company transports hazardous materials and has a professional team
available to respond to and handle environmental issues that might occur in the transport of such materials.
Additionally, the Company is a partner in the Responsible Care® program and, as a result, has initiated
additional environmental, health and safety programs. The Company performs ongoing reviews and evaluations
of the various environmental programs and issues within the Company’s operations, and, as necessary, takes
actions intended to limit the Company’s exposure to potential liability.

The Company owns property that is, or has been, used for industrial purposes. Use of these properties
may subject the Company to potentially material liabilities relating to the investigation and cleanup of
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contaminants, claims alleging personal injury, or property damage as the result of exposures to, or release of,
hazardous substances. Although the Company is responsible for investigating and remediating contamination
at several locations, based on currently available information, the Company does not expect any related
liabilities, individually or collectively, to have a material impact on its financial position or cash flows. Should
the Company become subject to more stringent cleanup requirements at these sites, discover additional
contamination, or become subject to related personal or property damage claims, the Company could incur
material costs in connection with these sites.

The Company records liabilities for remediation and restoration costs related to past activities when the
Company’s obligation is probable and the costs can be reasonably estimated. Costs of ongoing compliance
activities to current operations are expensed as incurred. The Company’s recorded liabilities for these issues
represent its best estimates (on an undiscounted basis) of remediation and restoration costs that may be
required to comply with present laws and regulations. Although these costs cannot be predicted with certainty,
management believes that the ultimate outcome of identified matters will not have a material adverse effect on
the Company’s consolidated financial position or cash flows.

Environmental remediation expense was $6.1 million and $7.4 million for the years ended December 31,
2008 and 2007, respectively, and was included in Casualties and insurance expense on the consolidated
statements of income. Additionally, as of December 31, 2008, KCS had a liability for environmental
remediation of $6.4 million. This amount was derived from a range of reasonable estimates based upon the
studies and site surveys described above and in accordance with SFAS 5.

Casualty Claim Reserves. The Company’s casualty and liability reserve is based on actuarial studies
performed on an undiscounted basis. This reserve is based on personal injury claims filed and an estimate of
claims incurred but not yet reported. While the ultimate amount of claims incurred is dependent on various
factors, it is management’s opinion that the recorded liability is a reasonable estimate of aggregate future
payments. Adjustments to the liability are reflected as operating expenses in the period in which changes to
estimates are known. Casualty claims in excess of self-insurance levels are insured up to certain coverage
amounts, depending on the type of claim and year of occurrence. The activity in the reserve follows
(in millions):

2008 2007
Balance at beginning of year . . . ... .. $90.0 $1174
Accruals, net (includes the impact of actuarial studies). . ................... 16.0 25.1
Payments . .......... ... ... _(5.3) _(525)
Balance atend of year. . . . ... .. . $90.7 $ 90.0

The casualty claim reserve balance as of December 31, 2008 is based on an updated study of casualty
reserves for data through November 30, 2008 and review of the last month’s experience. The activity for the
twelve months ended December 31, 2008 primarily relates to the net settlements and the reserves for Federal
Employers Liability Act (“FELA”), third-party, and occupational illness claims. The changes to the reserve in
the current year compared to the prior year primarily reflect a large litigation settlement in 2007 and the
current accruals related to the trend of loss experience since the date of the prior study.

Reflecting potential uncertainty surrounding the outcome of casualty claims, it is reasonably possible
based on assessments that future costs to settle casualty claims may range from approximately $86 million to
$95 million. While the final outcome of these claims cannot be predicted with certainty, management believes
that the $90.7 million recorded is the best estimate of the Company’s future obligations for the settlement of
casualty claims at December 31, 2008. The most sensitive assumptions for personal injury accruals are the
expected average cost per claim and the projected frequency rates for the number of claims that will ultimately
result in payment. A 5% increase or decrease in either the expected average cost per claim or the frequency
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rate for claims with payments would result in an approximate $4.5 million increase or decrease in the
Company’s recorded personal injury reserves.

Management believes that previous reserve estimates for prior claims were reasonable based on current
information available. The Company is continuing its practice of accruing monthly for estimated claim costs,
including any changes recommended by studies performed and evaluation of recent known trends; based on
this practice, management believes all accruals are appropriately reflected.

Antitrust Lawsuit.  As of December 31, 2008, 29 putative class actions were on file against KCSR, along
with the other Class I U.S. railroads (and, in some cases, the Association of American Railroads), in various
Federal district courts alleging that the railroads conspired to fix fuel surcharges in violation of U.S. antitrust
laws. On November 6, 2007, the Judicial Panel on Multidistrict Litigation ordered that these putative class
action cases be consolidated for pretrial handling before the United States District Court for the District of
Columbia, where the matters remain pending (“the Multidistrict Litigation). All of the plaintiffs in the
Multidistrict Litigation filed a Consolidated Amended Complaint on April 15, 2008. KCSR was not named as
a defendant in that Consolidated Amended Complaint pursuant to an agreement with the Multidistrict
Litigation plaintiffs to toll the statute of limitations, and the Multidistrict Litigation will not proceed with
KCSR as a party. In any event, KCSR maintains there is no merit to the price fixing allegations asserted
against the Company. If KCSR is named as a defendant in lawsuits making such claims in the future, either in
the Multidistrict Litigation or otherwise, the Company intends to vigorously contest such allegations.

The New Jersey Attorney General’s office, which had sought information regarding fuel surcharges from
KCSR and other railroads, has informed KCSR that it is discontinuing its investigation of KCSR with respect
to fuel surcharges.

Certain Disputes with Ferromex. KCSM and Ferrocarril Mexicano, S.A. de C.V. (“Ferromex’) both
initiated administrative proceedings seeking a determination by the Mexican Secretaria de Comunicaciones y
Transportes (“Ministry of Communications and Transportation” or “SCT”) of the rates that the companies
should pay each other in connection with the use of trackage rights, interline and terminal services. The SCT
issued a ruling setting the rates for trackage rights in March of 2002, and a ruling setting the rates for interline
and terminal services in August of 2002. KCSM and Ferromex challenged both rulings.

Following the trial and appellate court decisions, in February of 2006 the Mexican Supreme Court
sustained KCSM’s appeal of the SCT’s trackage rights ruling, in effect vacating the ruling and ordering the
SCT to issue a new ruling consistent with the Court’s decision. On June 27, 2008, KCSM was served with the
new ruling issued by the SCT. In this ruling, the SCT established the consideration that KCSM and Ferromex
must pay each other in connection with the use of the trackage rights granted in their respective concessions
between 2002 and 2004, and further stated that in the event KCSM and Ferromex failed to reach an agreement
in connection with the rates for the years after 2004, the SCT shall make a determination along the same
lines. On September 19, 2008, KCSM appealed this new ruling with the Mexican Tribunal Federal de Justicia
Fiscal y Administrativa (‘“Administrative and Fiscal Federal Court”).

In April 2005, the Administrative and Fiscal Federal Court ruled in favor of KCSM in the challenge to
the SCT interline and terminal services decision. Ferromex, however, challenged this court ruling before the
Fifteenth Collegiate Court, and the Court ruled in its favor. Both Ferromex and KCSM have challenged the
rulings on different grounds. This most recent challenge is now before the Mexican Supreme Court, which as
of the date of this filing has yet to issue a decision on the matter.

In addition to the above, Ferromex has filed three commercial proceedings against KCSM. In the first
claim, which was served in 2001 and is related to the payment of consideration for interline services, KCSM
received a favorable decision and Ferromex has been ordered to pay related costs and expenses. Although it
has not yet done so, Ferromex has the right to challenge this decision. KCSM received an unfavorable decision
in the second claim filed in 2004 and has filed a challenge to this judgment, the outcome of which is still
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pending. The third claim, filed in 2006, is an action for access to records related to interline services between
2002 and 2004. No decision has been rendered on the third claim. KCSM is continually analyzing all of the
records related to this dispute to determine the adequacy of the reserves for the amounts due to as well as due
from Ferromex.

KCSM expects various proceedings and appeals related to the matters described above to continue over
the next few years. Although KCSM and Ferromex have challenged these matters based on different grounds
and these cases continue to evolve, management believes the reserves related to these matters are adequate and
does not believe there will be a future material impact to the results of operations arising out of these disputes.

Disputes Relating to the Provision of Services to a Mexican Subsidiary of a Large U.S. Auto Manufac-
turer.  KCSM is involved in several disputes related to providing service to a Mexican subsidiary of a large
U.S. auto manufacturer (the “Auto Manufacturer”).

In March 2008, the Auto Manufacturer filed an arbitration suit against KCSM under a contract entered
into in 1999 for services to the Auto Manufacturer’s plants in Mexico, which, as amended, had a stated
termination date of January 31, 2008. The Auto Manufacturer claims that the contract was implicitly extended
and continued in effect beyond its stated termination date, and that KCSM is therefore required to continue
abiding by its terms, including, but not limited to, the rates contemplated in such contract. KCSM claims that
the contract did in fact expire on its stated termination date of January 31, 2008, and that services rendered
thereafter are thus subject to the general terms and conditions (including rates) applicable in the absence of a
specific contract, pursuant to Mexican law. Accordingly, KCSM filed a counterclaim against the Auto
Manufacturer to, among other things, recover the applicable rate difference. The Auto Manufacturer is also
seeking a declaration by the arbitrator that the rates being assessed by KCSM are discriminatory, even though
the rates being charged are within the legal rate limits set by Mexican law for such freight transportation.
KCSM believes that the facts of this dispute provide it with strong legal arguments and intends to vigorously
defend its claims in this proceeding. As a result, management believes the final resolution of these claims will
not have any material impact on KCSM’s results of operations.

In May 2008, the arbitrator ordered that KCSM continue providing the service in the same way and at the
same rates as it had done through March 2008, and ordered the Auto Manufacturer to provide a guaranty by
depositing with KCSM the difference between the rates under the agreement and KCSM'’s rates. KCSM
initiated a judicial proceeding seeking enforcement of the Auto Manufacturer’s obligation to provide the
guaranty and on January 8, 2009, KCSM received a ruling ordering the Auto Manufacturer to deposit the
amount of the guaranty with KCSM as required by the arbitrator. On February 9, 2009, the Auto Manufacturer
was granted a provisional injunction to avoid making the payment, but was ordered to provide a guaranty for
the amount as determined by the court. As of the date of this filing, the Company has not received the
guaranty from the Auto Manufacturer as ordered by the court.

In May 2008, the SCT initiated a proceeding against KCSM, at the Auto Manufacturer’s request, alleging
that KCSM impermissibly bundled international rail services and engaged in discriminatory pricing practices
with respect to rail services provided by KCSM to the Auto Manufacturer. If the SCT were to determine that
KCSM did engage in such actions, the SCT could impose sanctions on KCSM. On July 23, 2008, the SCT
delivered notice to KCSM of new proceedings against KCSM, claiming, among other things, that KCSM
refused to grant Ferromex access to certain trackage over which Ferromex alleges it has trackage rights in
Coahuila on six different occasions and thus denied Ferromex the ability to provide service to the Auto
Manufacturer at this location.

KCSM does not believe that these SCT proceedings will have a material adverse effect on its results of
operations or financial condition. However, if KCSM is ultimately sanctioned in connection with the bundling
and discriminatory pricing practices alleged by the Auto Manufacturer, any such sanction would be considered
a “generic” sanction under Mexican law (i.e., sanctions applied to conduct not specifically referred to in
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specific subsections of the Mexican railway law). If challenges against any such sanction are conclusively
ruled adversely to KCSM and a sanction is effectively imposed, and if the SCT imposes other “generic”
sanctions on four additional occasions over the remaining term of the Concession, KCSM could be subject to
possible future SCT action seeking revocation of its Concession. Likewise, if each of the six refusals to allow
Ferromex to serve the Auto Manufacturer in Coahuila were to be finally decided to warrant a separate
sanction, KCSM could be subject to a future SCT action seeking revocation of its Concession. Revocation of
the Concession would materially adversely affect KCSM’s results of operations and financial condition.

Disputes Relating to the Scope of the Mandatory Trackage Rights. KCSM and Ferromex are parties to
various cases involving disputes over the application and proper interpretation of the mandatory trackage
rights. In particular, in August 2002, the SCT issued a ruling related to Ferromex’s trackage rights in
Monterrey, Nuevo Leén. KCSM and Ferromex both appealed the SCT’s ruling and after considerable litigation,
on September 17, 2008, the Mexican Administrative and Fiscal Federal Court announced a decision, which if
upheld, would grant Ferromex rights that KCSM believes to be broader than those set forth in both its and
Ferromex’s concession titles. KCSM further believes that this decision conflicts with current applicable law
and with relevant judicial precedents and intends to challenge it and to continue to pursue all other remedies
available to it. KCSM believes that there will be no material adverse effect on KCSM’s results of operations
or financial condition from the outcome of this case.

Other SCT Sanction Proceedings. In April 2006, the SCT initiated proceedings against KCSM, claiming
that KCSM had failed to make certain minimum capital investments projected for 2004 and 2005 under its
five-year business plan filed with the SCT prior to its April 2005 acquisition by Kansas City Southern or
“KCS” (collectively, the “Capital Investment Proceedings”). KCSM believes it made capital expenditures
exceeding the required amounts. KCSM responded to the SCT by providing evidence in support of its
investments and explaining why it believes sanctions are not appropriate. In May 2007, KCSM was served
with an SCT resolution regarding the Capital Investment Proceeding for 2004, where the SCT determined that
KCSM had indeed failed to make the minimum capital investments required for such year, but resolved to
impose no sanction as this would have been KCSM'’s first breach of the relevant legal provisions. In June
2007, KCSM was served with an SCT resolution regarding the Capital Investment Proceeding for 2005, where
the SCT determined that KCSM had indeed failed to make the minimum capital investments required for such
year, and imposed a fine in the amount of Ps.46,800. KCSM has filed actions challenging both the 2004 and
2005 investment plan resolutions issued by the SCT. KCSM will have the right to challenge any adverse ruling
by the Mexican Administrative and Fiscal Federal Court.

KCSM believes that even if sanctions are ultimately imposed as a consequence of the Capital Investment
Proceedings, there will be no material adverse effect on its results of operations or financial condition.
However, each of these potential sanctions is considered a “generic” sanction under Mexican law (i.e.,
sanctions applied to conduct not specifically referred to in specific subsections of the Mexican railway law). If
these potential sanctions are conclusively ruled adversely against KCSM and sanctions are imposed, and if the
SCT imposes other sanctions related to KCSM’s capital investments or other “generic” sanctions on three
additional occasions over the remaining term of the Concession, KCSM could be subject to possible future
SCT action seeking revocation of its Concession. Such revocation would materially adversely affect the results
of operations and financial condition of KCSM.

Mancera Proceeding. In February 2006, Mancera Ernst & Young, S.C., (“Mancera”) filed a claim
against KCSM seeking payment for an additional contingency fee for costs and expenses related to Mancera’s
representation of KCSM in its value added tax or “VAT” claim against the Mexican government. Following
litigation, KCSM was notified on February 10, 2009 that the Appeals Court of Mexico City released KCSM
from any obligation for damages to Mancera but increased the amount of fees to be paid to Mancera above the
contractual terms outlined in its engagement agreement with Mancera as interpreted by KCSM. KCSM intends
to appeal this decision with the Federal Court and will vigorously defend the matter based on the strength of
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the Company’s defenses. In addition, the Company believes that it has adequately reserved for its obligation
and does not believe that the final resolution of this claim will have a material effect on the Company’s
financial statements.

Credit Risk. The Company continually monitors risks related to the recent downturn in the economy and
certain customer receivables concentrations. Significant changes in customer concentration or payment terms,
deterioration of customer credit-worthiness or further weakening in economic trends could have a significant
impact on the collectability of the Company’s receivables and operating results. If the financial condition of
the Company’s customers were to deteriorate, resulting in an impairment of their ability to make payments,
additional allowances may be required. The Company has recorded reserves for uncollectability based on its
best estimate at December 31, 2008.

PCRC Guarantees and Indemnities. The Company is a guarantor for an equipment loan to PCRC of
approximately $0.1 million and has issued six irrevocable standby letters of credit totaling approximately
$4.4 million to fulfill the Company’s fifty percent guarantee of additional equipment loans. As discussed in
Note 3, the Company agreed to fund 50% of any debt service reserve or liquidity reserve shortfall by PCRC,
(reserves which were established by PCRC in connection with the issuance of the Notes). At December 31,
2008, the Company has issued a standby letter of credit in the amount of $4.3 million and has made a loan to
PCRC of $0.4 million for deposit into the debt service reserve account. Additionally, KCS has pledged its
shares of PCRC as security for PCRC’s 7.0% Senior Secured Notes due November 2026.

Note 13. Derivative Instruments

The Company does not engage in the trading of derivative financial instruments. The Company’s
objective for using derivative instruments is to manage fuel price risk, foreign currency fluctuations, or the
variability of forecasted interest payments attributable to changes in interest rates. In general, the Company
enters into derivative transactions in limited situations based on management’s assessment of current market
conditions and perceived risks. However, management intends to respond to evolving business and market
conditions and in doing so, may enter into such transactions more frequently as deemed appropriate.

Interest Rate Swaps. During 2008, the Company entered into five forward starting interest rate swaps,
which have been designated as cash flow hedges under the Statement of Financial Accounting Standards
No. 133, “Accounting for Derivative Instruments and Hedging Activities” (“SFAS 133”). The forward starting
interest rate swaps effectively convert interest payments from variable rates to fixed rates. The hedging
instruments have an aggregate notional amount of $250.0 million at an average fixed rate of 2.71%, with
forward starting settlements indexed to the three-month LIBOR occurring every quarter, expiring September of
2010 through March of 2011.

The aforementioned swaps are highly effective as defined by SFAS 133 and as a result there will be
de minimus income statement variability associated with ineffectiveness of these hedges. At December 31,
2008, the estimated fair value of the forward starting interest rate swaps was an unrealized loss of $6.0 million
and was recognized in other liabilities in the consolidated balance sheet.

Fuel Derivative Transactions. As of December 31, 2008 and 2007, the Company was not a party to any
fuel swap agreements. Fuel hedging transactions consisting of fuel swaps as well as forward purchase
commitments resulted in an increase in fuel expense of $2.9 million in 2008, and a decrease of $0.3 million
and $0.7 million in 2007 and 2006, respectively.

Foreign Exchange Contracts. The purpose of the foreign exchange contracts of KCSM is to limit
exposure arising from exchange rate fluctuations in its Mexican peso-denominated monetary assets and
liabilities. Management determines the nature and quantity of any hedging transactions based upon net asset
exposure and market conditions. These foreign currency contracts are accounted for as free standing financial
instruments and accordingly, all changes in fair value are recognized in earnings. As of December 31, 2008,
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the Company had one Mexican peso call option outstanding in the notional amount of $1.7 million based on

the average exchange rate of Ps. 12.5 per U.S. dollar. The estimated fair value of the call option was
$0.3 million gain at December 31, 2008. This call option will expire on May 29, 2009.

Note 14. Quarterly Financial Data (Unaudited)

Fourth Third Second First
In millions, except per share amounts

2008
Revenues. . . ... $423.8  $491.5 $486.2  $450.6
Operating iNCOME . . . . ..o i vttt et e e e e e 91.2 111.0 104.6 83.4
Netincome . ... .ovv ittt 39.2 51.6 55.4 37.7
Per share data:

Basic earnings per common share. . ................. $040 $055 $064 $043

Diluted earnings per common share . ................ 0.40 0.52 0.56 0.39
Dividends per share:

$25 par preferred stock . ........... . . $025 $025 $025 $025

$1 par series C preferred stock . . . .................. — — 5.31 5.31

$1 par series D preferred stock. .. .................. 12.81 12.81 12.81 12.81

Stock price ranges:
$25 par preferred:

—High. ... ... $21.90 $2426 $23.60 $23.76

— LW 18.04 20.00 22.25 20.95
Common:

—High... ... . $43.61  $55.00 $50.66  $41.16

—Low .o 16.59 40.52 39.48 29.50
2007
Revenues. . ... $460.3  $444.1  $427.1 $411.3
Operating INCOME . . . . ..o vvi it e e 108.7 98.2 83.1 72.4
Netincome ............ ... 54.7 46.7 30.2 22.2
Per share data:

Basic earnings per common share. .. ................ $066 $055 $033 $022

Diluted earnings per common share . ................ 0.56 0.48 0.30 0.21
Dividends per share:

$25 par preferred stock . ........... . .. L. $025 $025 $025 $025

$1 par series C preferred stock(i) . .................. 5.31 5.31 5.31 21.60

$1 par series D preferred stock(i) . .................. 12.81 12.81 12.81 52.24

Stock price ranges:
$25 par preferred:

—High. ... ... . $24.00 $23.60 $24.00 $23.75

— oW . e 21.11 23.00 22.60 22.85
Common:

—High. .. ... $39.39  $40.94  $42.50  $36.35

— L OW . 31.47 30.02 35.65 28.37

(i) The first quarter dividend on the Series C Preferred Stock and Series D Preferred Stock includes the pay-
ment of dividends in arrears that were due May 15, 2006, August 15, 2006 and November 15, 2006
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Note 15. Condensed Consolidating Financial Information

As discussed in Note 7, at December 31, 2008, KCSR has outstanding $200.0 million of 7/4% Senior
Notes due 2009, $275.0 million of 8.0% Senior Notes due 2015, and $190.0 million of 13.0% Senior Notes
due 2013, which are unsecured obligations of KCSR, which are also jointly and severally and fully and

unconditionally guaranteed on an unsecured senior basis by KCS and certain wholly-owned domestic

subsidiaries. As a result, the following accompanying condensed consolidating financial information (in
millions) has been prepared and presented pursuant to SEC Regulation S-X Rule 3-10 “Financial statements of
guarantors and issuers of guaranteed securities registered or being registered.” This condensed information is
not intended to present the financial position, results of operations and cash flows of the individual companies
or groups of companies in accordance with U.S. GAAP. For the 7/2% Senior Note issue, KCSR registered
exchange notes with the SEC that have substantially identical terms and associated guarantees; and all of the

initial 7%2% Senior Notes have been exchanged for $200.0 million of registered exchange notes. The

8.0% Senior Notes were registered by means of an amendment to KCS’ shelf registration statement filed and
declared effective by the SEC on May 23, 2008. The 13.0% Senior Notes were registered under KCS’ shelf
registration statement filed with the SEC on November 21, 2008.

Condensed Consolidating Statements of Income

2008
Guarantor  Non-Guarantor Consolidating Consolidated
Parent KCSR  Subsidiaries Subsidiaries Adjustments KCS
Revenues. .................... $ — $9254 $15.1 $944.7 $ (33.1) $1,852.1
Operating expenses . ............ 8.1 7499 23.7 7154 (35.2) 1,461.9
Operating income (loss) ........ (8.1) 175.5 (8.6) 229.3 2.1 390.2
Equity in net earnings of
unconsolidated affiliates . .. ... .. 190.5 4.0 — 16.7 (193.2) 18.0
Interest income (expense). . ....... 3.8 (57.8) 1.6 (90.2) 3.7 (138.9)
Debt retirement costs . . .......... — (5.6) — — — (5.6)
Foreign exchange loss . .......... — — — (21.0) — (21.0)
Other income (expense) . ......... (1.1) 6.8 — 6.1 (5.8) 6.0
Income (loss) before income taxes
and minority interest. ........ 185.1 1229 (7.0) 140.9 (193.2) 248.7
Income tax provision (benefit) . . . .. 0.9 42.7 3.7) 24.6 — 64.5
Minority interest .. ............. 0.3 — — — — 0.3
Net income (10sS) . . . .. ........ $183.9 §$ 80.2 $(3.3) $116.3 $(193.2) $ 183.9

100




Kansas City Southern

Notes to Consolidated Financial Statements — (Continued)

2007
Guarantor  Non-Guarantor Consolidating Consolidated
Parent KCSR  Subsidiaries Subsidiaries Adjustments KCS
Revenues..................... $ — $807.8 $37.2 $928.4 $ (30.6) $1,742.8
Operating expenses . ............ 213 682.0 194 687.0 (29.3) 1,380.4
Operating income (loss) . ....... (21.3) 1258 17.8 241.4 (1.3) 362.4
Equity in net earnings of
unconsolidated affiliates . .. ... .. 180.1 154 — 9.3 (193.4) 114
Interest expense . . .. ............ (2.5) (62.9) (1.3) (91.8) 1.8 (156.7)
Debt retirement costs . ... ........ — — — (6.9) — (6.9)
Foreign exchange loss . .......... — — — 0.9) — 0.9)
Other income (expense) . ......... (0.5) 5.8 — 7.2 0.5) 12.0
Income before income taxes and
minority interest . . .. ........ 155.8 84.1 16.5 158.3 (193.4) 221.3
Income tax provision ............ 1.6 16.9 7.1 41.5 — 67.1
Minority interest . .............. 0.4 — — — — 0.4
Netincome ................. $153.8 $ 67.2 $ 9.4 $116.8 $(193.4) $ 153.8
2006
Guarantor  Non-Guarantor Consolidating Consolidated
Parent KCSR  Subsidiaries Subsidiaries Adjustments KCS
Revenues..................... $ — $780.3  $10.0 $881.3 $ (20.9) $1,659.7
Operating expenses . ............ 16.7 631.7 19.5 708.4 (20.9) 1,355.4
Operating income (loss) . ....... (16.7) 157.6 9.5) 172.9 — 304.3
Equity in net earnings (losses) of
unconsolidated affiliates . .. ... .. 130.2 (1.7) — 4.9 (126.1) 7.3
Interest expense . . . ............. (5.7 (65.1) (1.7) (96.1) 1.4 (167.2)
Debt retirement costs . .. ......... — 2.2) — (2.6) — 4.8)
Foreign exchange loss . .......... — — — 3.7 — 3.7
Other income. ................. 0.7 10.7 — 8.7 (1.4) 18.7
Income (loss) before income taxes
and minority interest. ........ 108.5 99.3 (11.2) 84.1 (126.1) 154.6
Income tax provision (benefit) . .. .. 0.7) 32.1 “4.3) 18.3 — 454
Minority interest . .............. 0.3 — — — — 0.3
Netincome ................. $108.9 $ 67.2 $ (6.9) $ 65.8 $(126.1) $ 108.9
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Notes to Consolidated Financial Statements — (Continued)

Condensed Consolidating Balance Sheets

Assets:
Current assets. . .. ...........

Investments held for operating
purposes and affiliate
investment

Property and equipment, net . . . .
Concession assets, net. .. ......
Deferred income taxes
Other assets

Total assets. .. ............

Liabilities and equity:
Current liabilities
Long-term debt. .. ...........
Deferred income taxes
Other liabilities. . ............
Minority interest. . ...........
Stockholders’ equity . . . .......

Total liabilities and equity . . . .

Assets:
Current assets. .. ............

Investments held for operating
purposes and affiliate
investment

Property and equipment, net . . . .
Concession assets, net. . . ......
Other assets

Total assets. . .............

Liabilities and equity:
Current liabilities
Long-term debt. . .. ..........
Deferred income taxes
Other liabilities. . . ...........
Minority interest. . ...........
Stockholders’ equity . . ........

Total liabilities and equity . . . .

December 31, 2008

Guarantor  Non-Guarantor Consolidating Consolidated

Parent KCSR Subsidiaries Subsidiaries Adjustments KCS
$ 219 $ 3575 $ 34 $ 3212 $ (133) $ 690.7
2,280.4 45.2 1.8 722.8 (2,989.7) 60.5
—  1,593.6 213.4 1,598.8 — 3,405.8
— — — 1,182.1 — 1,182.1
_ — — 36.4 — 36.4
1.0 37.6 — 42.4 (13.8) 67.2
$2,303.3  $2,033.9 $218.6 $3,903.7 $(3,016.8)  $5,442.7
$ 4151 $ 3953 $120.7 $ 178.1 $ (129  $1,096.3
0.2 454.1 0.6 993.8 — 1,448.7
(27.5) 367.7 79.4 72.8 — 492 .4
4.0 134.3 7.5 88.5 (14.2) 220.1
— 314 — 273.7 (31.4) 273.7
1,911.5 651.1 10.4 2,296.8 (2,958.3) 1,911.5
$2,303.3  $2,033.9 $218.6 $3,903.7 $(3,016.8)  $5,442.7

December 31, 2007

Guarantor  Non-Guarantor Consolidating Consolidated

Parent KCSR Subsidiaries Subsidiaries Adjustments KCS
$ 242 $ 2687 $ 3.0 $ 405.7 $ (559 $ 6457
2,100.1 436.7 — 571.3 (3,028.8) 79.3
0.6 1,329.7 219.5 1,368.5 0.5) 2,917.8
— — — 1,215.5 — 1,215.5
1.5 27.4 — 41.0 — 69.9
$2,126.4  $2,062.5 $222.5 $3,602.0 $(3,085.2)  $4,928.2
$ 3555 $ 428.7 $111.4 $ 2349 $ (31.8) $1,098.7
0.2 207.3 0.5 897.0 — 1,105.0
11.9 341.1 83.0 63.1 — 499.1
31.6 99.2 15.7 133.6 (24.0) 256.1
0.9 314 — 239.8 (29.1) 243.0
1,726.3 954.8 11.9 2,033.6 (3,000.3) 1,726.3
$2,126.4  $2,062.5 $222.5 $3,602.0 $(3,085.2)  $4,928.2
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Condensed Consolidating Statements of Cash Flows

2008
Guarantor  Non-Guarantor Consolidating Consolidated
Parent KCSR Subsidiaries Subsidiaries Adjustments KCS
Operating activities:
Excluding intercompany activity. . $(55.9) $ 214.6 $(6.2) $ 3103 $(7.1) $ 455.7
Intercompany activity. . ........ 57.2 18.5 8.0 (83.7) — —
Net cash provided .......... 1.3 233.1 1.8 226.6 7.1) 455.7
Investing activities:
Capital expenditures. . ......... —  (19%4.6) (1.5) (380.4) — (576.5)
Proceeds from disposal of
property. . ......... ... — 17.7 — 3.2 — 20.9
Contribution from NS for MSLLC
(net of change in restricted
contribution) . ............. — — — 18.5 — 18.5
Property investments in MSLLC. . — — — (30.4) — (30.4)
Other investing activities . ... ... 0.5 (108.8) 0.2) 95.3 — (13.2)
Net cash provided (used) . . ... 0.5 (285.7) (1.7) (293.8) — (580.7)
Financing activities:
Proceeds from issuance of long-
temdebt................. — 455.2 — 124.9 — 580.1
Repayment of long-term debt. . . . (0.6) (236.4) — (25.8) — (262.8)
Other financing activities . . . . ... (1.0) (15.9) — (8.1) 7.1 (17.9)
Net cash provided (used) . . ... (1.6) 2029 — 91.0 7.1 2994
Cash and cash equivalents:
Netincrease ................ 0.2 150.3 0.1 23.8 — 174.4
At beginning of year .. ........ (0.2) 27.6 0.1 28.0 — 55.5
Atendofyear............. $§ — $1779 $0.2 $ 51.8 $ — $ 229.9
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Operating activities:
Excluding intercompany activity. .
Intercompany activity. .........

Net cash provided ..........

Investing activities:
Capital expenditures. . .........

Contribution from NS for MSLLC
(net of change in restricted
contribution) ..............

Property investments in MSLLC. .
Other investing activities . ... ...

Netcashused .............

Financing activities:

Proceeds from issuance of long-
termdebt.................

Repayment of long-term debt. . . .
Other financing activities . . . . ...

Net cash provided (used) . . ...

Cash and cash equivalents:
Net increase (decrease) ........
At beginning of year . .........

Atendofyear.............

Kansas City Southern

2007
Guarantor  Non-Guarantor Consolidating Consolidated
Parent KCSR Subsidiaries Subsidiaries Adjustments KCS
$122 $ 429 $ 28.5 $297.9 $— $ 381.5
61.7 14.7 (27.9) (48.5) — —
73.9 57.6 0.6 249 .4 — 381.5
—  (166.8) 0.5) (243.2) — (410.5)
— — — 129.1 — 129.1
— — — (118.0) — (118.0)
— 187 — 0.2 — 18.9
—  (148.1) (0.5) (231.9) — (380.5)
— 105.0 — 221.6 — 326.6
(54.1) (19.6) — (237.6) — (311.3)
(20.2) (3.5) — (16.1) — (39.8)
(74.3) 819 — (32.1) — (24.5)
04) (8.6 0.1 (14.6) — (23.5)
02 362 — 426 — 79.0
$02) $ 276 $ 0.1 $ 28.0 $— $ 555
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2006
Guarantor  Non-Guarantor Consolidating Consolidated
Parent KCSR Subsidiaries Subsidiaries Adjustments KCS
Operating activities:
Excluding intercompany
activity . .............. .. $(148.7) $ 2254 $ 81.5 $ 128.0 $(18.7) $ 267.5
Intercompany activity. ........ 187.7 (145.3) (80.5) 19.4 18.7 —
Net cash provided ......... 39.0 80.1 1.0 147.4 — 267.5
Investing activities:
Capital expenditures. . ........ — 93.1) — (148.7) — (241.8)
Proceeds from disposal of
Property . . ... — 26.9 — 3.1 — 30.0
Contribution from NS for
MSLLC (net of change in
restricted contribution) . . .. .. — — — 76.5 76.5
Property investments in
MSLLC................. — — — (37.8) (37.8)
Other investing activities . . . . .. — 8.2 — (1.1) — 7.1
Netcashused. ............ — (58.0) — (108.0) — (166.0)
Financing activities:
Proceeds from issuance of long-
temdebt................ — 257.2 — 203.2 — 460.4
Repayment of long-term debt . . . (44.0) (256.3) 0.1) (202.2) — (502.6)
Other financing activities . . . . .. 4.5 (7.5) — (8.4) — (11.4)
Net cashused. ............ (39.5) (6.6) (0.1) (7.4) — (53.6)
Cash and cash equivalents:
Net increase (decrease) ....... (0.5) 15.5 0.9 32.0 — 47.9
At beginning of year ......... 0.7 20.7 0.9) 10.6 — 31.1
Atendof year . ........... $§ 02 $ 362 $ — $ 42.6 $ — $ 79.0

Note 16. Geographic Information

The Company strategically manages its rail operations as one reportable business segment over a single
coordinated rail network that extends from the midwest and southeast portions of the United States south into
Mexico and connects with other Class I railroads. Financial information reported at this level, such as
revenues, operating income and cash flows from operations, is used by corporate management, including the
Company’s chief operating decision-maker, in evaluating overall financial and operational performance, market
strategies, as well as the decisions to allocate capital resources.

The Company’s strategic initiatives, which drive its operational direction, are developed and managed at
the Company’s headquarters and targets are communicated to its various regional activity centers. Corporate
management is responsible for, among others, KCS’ marketing strategy, the oversight of large cross-border
customer accounts, overall planning and control of infrastructure and rolling stock, the allocation of capital
resources based upon growth and capacity constraints over the coordinated network, and other functions such
as financial planning, accounting, and treasury.

105



Kansas City Southern

Notes to Consolidated Financial Statements — (Continued)

The role of each region is to manage the operational activities and monitor and control costs over the
coordinated rail network. Such cost control is required to ensure that pre-established efficiency standards set at
the corporate level are attained. The regional activity centers are responsible for executing the overall
corporate strategy and operating plan established by corporate management as a coordinated system.

The following tables (in millions) provide information by geographic area pursuant to Statement of
Financial Accounting Standards No. 131, “Disclosures about Segments of an Enterprise and Related Informa-
tion” (“SFAS 131”) as follows:

Years Ended December 31

2008 2007 2006
Revenues
U S $1,033.6 $ 9296 $ 8857
MEXICO . o vt e 818.5 813.2 774.0
TOtal TEVENUES . . . o v v o et e e e e e e e e $1,852.1 $1,742.8 $1,659.7
Years Ended
December 31
2008 2007
Long-lived Assets
UL S $2,342.1  $2,045.0
MeEXICO . o ot 2,245.8 2,088.3
Total long-lived @sSets . . . ... ...ttt $4,587.9  $4,133.3

Note 17. Subsequent Event

Fuel Derivative Transactions. In anticipation of future increases in diesel fuel prices, the Company
entered into several fuel swap agreements in January 2009 to hedge 8.8 million gallons of diesel fuel
purchases through the end of 2009 at an average swap price per gallon of $1.76.
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Item 9. Changes in and Disagreements with Accountants on Accounting and Financial Disclosure

None.

Item 9A. Controls and Procedures
(a) Disclosure Controls and Procedures

The Chief Executive Officer and Chief Financial Officer have reviewed and evaluated the effectiveness of
the Company’s disclosure controls and procedures (as defined in Rules 13a-15(e) and 15d-15(e) under the
Securities Exchange Act of 1934, as amended (the “Exchange Act”), as of the end of the fiscal year for which
this annual report on Form 10-K is filed. Based on that evaluation, the Chief Executive Officer and Chief
Financial Officer have concluded that the current disclosure controls and procedures are effective to ensure
that information required to be disclosed in reports filed or submitted under the Exchange Act is recorded,
processed, summarized and reported within the time periods specified in the Securities and Exchange
Commission rules and forms, and include controls and procedures designed to ensure that information required
to be disclosed by the Company in such reports is accumulated and communicated to management, including
the Chief Executive Officer and Chief Financial Officer, as appropriate to allow timely decisions regarding
required disclosures.

(b) Changes in Internal Control over Financial Reporting

There have been no changes in the Company’s internal control over financial reporting that occurred
during the last fiscal quarter (the fourth quarter in the case of an annual report) that have materially affected,
or are reasonably likely to materially affect, the Company’s internal control over financial reporting.

(c) Internal Control over Financial Reporting

The report of management on the Company’s internal control over financial reporting (as defined in
Rule 13a-15(f) and 15d-15(f) under the Exchange Act) is included as “Management’s Report on Internal
Control over Financial Reporting” in Item 8.

KPMG LLP, the independent public accounting firm that audited the Company’s financial statements
contained herein, has issued an attestation report on the Company’s internal control over financial reporting as
of December 31, 2008. The attestation report is included in Item 8 of this Form 10-K.

Item 9B. Other Information

None.

Part 111

The Company has incorporated by reference certain responses to the Items of this Part III pursuant to
Rule 12b-23 under the Exchange Act and General Instruction G(3) to Form 10-K. The Company’s definitive
proxy statement for the annual meeting of stockholders scheduled for May 7, 2009 (“Proxy Statement”), will
be filed no later than 120 days after December 31, 2008.

Item 10. Directors, Executive Officers and Corporate Governance

(a) Directors of the Company

The sections of the Company’s definitive proxy statement for the 2009 annual meeting of stockholders
entitled “Proposal 1 — Election of Three Directors” and “The Board of Directors” are incorporated by
reference in partial response to this Item 10.

(b) Executive Officers of the Company

See “Executive Officers of KCS and Subsidiaries” in Part I, Item 4 of this annual report incorporated by
reference herein for information about the executive officers of the Company.
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(c) Changes to Shareholder Nominating Procedures

The Information set forth in the Company’s definitive proxy statement for the 2009 annual meeting of
stockholders is incorporated by reference in partial response to this Item 10.

(d) Audit Committee and Audit Committee Financial Experts

The section of the Company’s definitive proxy statement for the 2009 annual meeting of stockholders
entitled “Board Committees — The Audit Committee” is incorporated by reference in partial response to this
Item 10.

(e) Compliance with Section 16(a) of the Exchange Act

The response to Item 405 of Regulation S-K under “Section 16(a) Beneficial Ownership Reporting
Compliance” in the Company’s definitive proxy statement for the 2009 annual meeting of stockholders is
incorporated by reference in partial response to this Item 10.

(f) Code of Ethics

The Company has adopted a Code of Business Conduct and Ethics (“Code of Ethics”) that applies to
directors, officers (including, among others, the principal executive officer, principal financial officer and
principal accounting officer) and employees. The Company has posted its Code of Ethics on its website
(www.kcsouthern.com) and will post on its website any amendments to, or waivers from, a provision of its
Code of Ethics that applies to the Company’s principal executive officer, principal financial officer or principal
accounting officer as required by applicable rules and regulations. The Code of Ethics is available, in print,
upon written request to the Corporate Secretary, P.O. Box 219335, Kansas City, Missouri 64121-9335.

(g) Annual Certification to the New York Stock Exchange

KCS’ common stock is listed on the New York Stock Exchange (“NYSE”) under the ticker symbol
“KSU”. As a result, the Chief Executive Officer is required to make annually, and he made on May 12, 2008,
a CEO’s Annual Certification to the New York Stock Exchange in accordance with Section 303A.12 of the
NYSE Listed Company Manual stating that he was not aware of any violations by KCS of the NYSE
corporate governance listing standards.

Item 11. Executive Compensation

The sections of the Company’s definitive proxy statement for the 2009 annual meeting of stockholders
entitled “Non-Management Director Compensation,” “Compensation Committee Report,” “Compensation
Discussion and Analysis,” “Management Compensation Tables,” and “Board Committees — The Compensation
Committee — Compensation Committee Interlocks and Insider Participation™ are incorporated by reference in
response to this Item 11.

Item 12. Security Ownership of Certain Beneficial Owners and Management and Related Stockholder
Matters

The section of the Company’s definitive proxy statement for the 2009 annual meeting of stockholders
entitled “Beneficial Ownership” is incorporated by reference in partial response to this Item 12.
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Equity Compensation Plan Information.

The following table provides information as of December 31, 2008, about the common stock that may be
issued upon the exercise of options, warrants and rights, as well as shares remaining available for future
issuance under the Company’s existing equity compensation plans.

Weighted- Number of Securities
Average Exercise Remaining Available for
Number of Securities Price of Future Issuance Under
to be Issued upon Outstanding Equity Compensation
Exercise of Options, Plans-Excluding
Outstanding Options, Warrants and Securities Reflected in
Plan Category Warrants and Rights Rights the First Column(i)
Equity compensation plans:
Approved by security holders . . . . ... 1,687,615 $10.08 6,215,672
Not approved by security holders . . . . — — —
Total ........... ... ... . ..... 1,687,615 $10.08 6,215,672

(1) Includes 3,935,545 shares available for issuance under the Employee Stock Purchase Plan and
2,280,127 shares available for issuance under the 2008 Plan as awards in the form of Nonvested Shares,
Bonus Shares, Performance Units or Performance Shares or issued upon the exercise of Options (including
ISOs), stock appreciation rights or limited stock appreciation rights awarded under the 2008 Plan.

The Company has no knowledge of any arrangement the operation of which may at a subsequent date
result in a change of control of the Company.

Item 13. Certain Relationships and Related Transactions, and Director Independence

The sections of the Company’s definitive proxy statement for the 2009 annual meeting of stockholders
entitled “Insider Disclosures,” “The Board of Directors — Non-Management Director Independence” and
“Board Committees — The Compensation Committee — Compensation Committee Interlocks and Insider
Participation” are incorporated by reference in response to this Item 13.

Item 14. Principal Accountant Fees and Services

The sections of the Company’s definitive proxy statement for the 2009 annual meeting of stockholders
entitled “Board Committees — the Audit Committee” and “Independent Registered Public Accounting Firm”
are incorporated by reference in partial response to this Item 14.

The following table presents the total fees for KCS and KCSM for professional audit services and other
services rendered by KPMG the independent accountants to KCS and KCSM for the years ended December 31,
2008 and 2007 (in thousands).

2008 2007
AUt TEES . o o o e $3,000.0  $3,681.7
Audit-related fees(1). . .. ... 616.5 465.5
Tax fees . . . o e 28.0 50.0

All other fees

$3,664.5  $4,197.2

(1) Primarily reflects fees related to debt offering documents and related SEC filings.
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Part IV

Item 15. Exhibits and Financial Statement Schedules
(a) List of Documents filed as part of this Report
(1) Financial Statements

The financial statements and related notes, together with the report of KPMG LLP appear in Part II
Item 8, Financial Statements and Supplementary Data, of this Form 10-K.

(2) Financial Statement Schedules

None.

(3) List of Exhibits
(a) Exhibits

The Company has attached or incorporated by reference herein certain exhibits as specified below
pursuant to Rule 12b-32 under the Exchange Act.

Exhibit Description

2) Plan of acquisition, reorganization, arrangement, liquidation or succession.

2.1 Stockholders’ Agreement by and among KCS, Grupo TMM, S.A., TMM Holdings, S.A. de C.V,,
TMM Multimodal, S.A. de C.V. and certain stockholders of Grupo TMM, S.A (the “Stockholders’
Agreement”), filed as Exhibit 10.3 to the Company’s Current Report on Form 8-K filed on
December 21, 2004 (File No. 1-4717), is incorporated herein by reference as Exhibit 2.1.

2.2 Registration Rights Agreement by and among KCS, Grupo TMM, S.A., TMM Multimodal, S.A. de
C.V. and certain stockholders of Grupo TMM, S.A. (the “Acquisition Registration Rights
Agreement”), filed as Exhibit 10.4 to the Company’s Current Report on Form 8-K filed on
December 21, 2004 (File No. 1-4717), is incorporated herein by reference as Exhibit 2.2.

2.3 Rights Agreement, dated September 29, 2005, by and between KCS and UMB Bank, n.a. (the
“2005 Rights Agreement”), filed as Exhibit 10.1 to the Company’s Current Report on Form 8-K
filed on October 3, 2005 (File No. 1-4717), is incorporated herein by reference as Exhibit 2.3.

2.4 Registration Rights Agreement, dated November 21, 2006, among Kansas City Southern de
Meéxico, S.A. de C.V. (“KCSM”), Morgan Stanley & Co. Incorporated, Banc of America Securities
LLC, BBVA Securities Inc., BMO Capital Markets Corp., and Scotia Capital (USA) Inc. (the
“2006 Registration Rights Agreement”), filed as Exhibit 4.3 to the Company’s Current Report on
Form 8-K filed on November 28, 2006 (File No. 1-4717), is incorporated herein by reference as
Exhibit 2.4.

2.5 Registration Rights Agreement, dated May 16, 2007, among KCSM, Morgan Stanley & Co.
Incorporated, Banc of America Securities LLC, BBVA Securities Inc., BMO Capital Markets
Corp., and Scotia Capital (USA) Inc. (the “2007 Registration Rights Agreement”), filed as
Exhibit 2.5 to the Company’s Form 10-K for the year ended December 31, 2007 (File No. 1-4717),
is incorporated herein by reference as Exhibit 2.5.

3) Articles of Incorporation and Bylaws Articles of Incorporation

3.1 Restated Certificate of Incorporation, filed as Exhibit 3.1 to the Company’s Registration Statement
on Form S-4 originally filed July 12, 2002 (Registration No. 333-92360), as amended and declared
effective on July 30, 2002 (the “2002 S-4 Registration Statement”), is incorporated herein by
reference as Exhibit 3.1. Bylaws.

32 The Amended and Restated By-Laws of the Company, as amended on November 11, 2008, filed as
Exhibit 3.2 to the Company’s Current Report on Form 8-K filed on November 11, 2008 (File
No. 1-4717), are incorporated herein by reference as Exhibit 3.2.

“) Instruments Defining the Right of Security Holders, Including Indentures

4.1 The Fourth, Seventh, Eighth, Eleventh, Twelfth, Thirteenth, Fourteenth, Fifteenth and Sixteenth
paragraphs of the Company’s Restated Certificate of Incorporation. (See Exhibit 3.1).
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Exhibit
42

43

43.1

4.4

4.4.1

442

443

4.4.4

445
4.5

4.6

4.6.1

4.6.2

4.6.3

Description

Article I, Sections 1, 3 and 11 of Article II, Article V and Article VIII of the Company’s Bylaws.
(See Exhibit 3.2).

Indenture, dated July 1, 1992, between the Company and The Chase Manhattan Bank (the “1992
Indenture”) filed as Exhibit 4 to the Company’s Shelf Registration of $300 million of Debt
Securities on Form S-3 filed June 19, 1992 (Registration No. 33-47198), is incorporated herein by
reference as Exhibit 4.3.

Supplemental Indenture, dated December 17, 1999, to the 1992 Indenture between the Company
and The Chase Manhattan Bank, filed as Exhibit 4.5.4 to the Company’s Form 10-K for the fiscal
year ended December 31, 1999 (File No 1-4717), is incorporated herein by reference as

Exhibit 4.3.1.

Indenture, dated September 27, 2000, among the Company, The Kansas City Southern Railway
Company (“KCSR”), certain other subsidiaries of the Company and The Bank of New York, as
Trustee (the “2000 Indenture”), filed as Exhibit 4.1 to the Company’s Registration Statement on
Form S-4 originally filed on January 25, 2001 (Registration No. 333-54262), as amended and
declared effective on March 15, 2001 (the “2001 S-4 Registration Statement”), is incorporated
herein by reference as Exhibit 4.4.

Supplemental Indenture, dated January 29, 2001, to the 2000 Indenture, among the Company,
KCSR, certain other subsidiaries of the Company and The Bank of New York, as trustee, filed as
Exhibit 4.1.1 to the Company’s 2001 S-4 Registration Statement (Registration No. 333-54262), is
incorporated herein by reference as Exhibit 4.4.1.

Second Supplemental Indenture, dated June 10, 2005, to the 2000 Indenture, among the Company,
KCSR, and certain other subsidiaries of the Company and The Bank of New York, as trustee, filed
as Exhibit 10.1 to the Company’s Form 10-Q for the quarter ended June 30, 2005 (File

No. 1-4717), is incorporated herein by reference as Exhibit 4.4.2.

Third Supplemental Indenture, dated February 5, 2007, to the 2000 Indenture, among the
Company, KCSR, certain other subsidiaries of the Company and the Bank of New York

Trust Company, N.A., as trustee, filed as Exhibit 4.4.3 to the Company’s Form 10-K for the fiscal
year ended December 31, 2006 (File No. 1-4717), is incorporated herein by reference as

Exhibit 4.4.3.

Fourth Supplemental Indenture, dated May 21, 2008, to the 2000 Indenture, among the Company,
KCSR, certain other subsidiaries of the Company and the Bank of New York Trust Company, N.A.,
as trustee, filed as Exhibit 10.1 to the Company’s Current Report on Form 8-K filed on May 23,
2008 (File No. 1-4717), is incorporated herein by reference as Exhibit 4.4.4.

Form of Exchange Note (included as Exhibit B to Exhibit 4.4 of this Form 10-K).

Exchange and Registration Rights Agreement, dated September 27, 2000, among the Company,
KCSR, and certain other subsidiaries of the Company, filed as Exhibit 4.3 to the Company’s 2001
S-4 Registration Statement (Registration No. 333-54262), is incorporated herein by reference as
Exhibit 4.5.

Indenture, dated June 12, 2002, among KCSR, the Company and certain subsidiaries of the
Company, and U.S. Bank National Association, as trustee (the “June 12, 2002 Indenture”), filed as
Exhibit 4.1 to the 2002 S-4 Registration Statement (Registration No. 333-92360), is incorporated
herein by reference as Exhibit 4.6.

Form of Face of Exchange Note, filed as Exhibit 4.2 to the 2002 S-4 Registration Statement
(Registration No. 333-92360), is incorporated herein by reference as Exhibit 4.6.1.

Supplemental Indenture, dated June 10, 2005, to the June 12, 2002 Indenture, among the Company,
KCSR, and certain other subsidiaries of the Company, and U.S. Bank National Association, as
trustee, filed as Exhibit 10.2 to the Company’s Form 10-Q for the quarter ended June 30, 2005, is
incorporated herein by reference as Exhibit 4.6.2.

Second Supplemental Indenture, dated February 5, 2007, to the June 12, 2002 Indenture, among
the Company, KCSR, and certain other subsidiaries of the Company, and U.S. Bank National
Association, as trustee, filed as Exhibit 4.6.3 to the Company’s Form 10-K for fiscal year ended
December 31, 2006, is incorporated herein by reference as Exhibit 4.6.3.
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Exhibit
4.6.4

4.7

4.8

4.9

4.10

4.11

4.12

4.13

4.14

(10)
10.1

10.2

10.3

10.4

10.5

Description

Third Supplemental Indenture, dated January 27, 2009, to the June 12, 2002 Indenture, among the
Company, KCSR, and certain other subsidiaries of the Company, and U.S. Bank National
Association, as trustee, filed as Exhibit 10.1 to the Company’s Current Report on Form 8-K filed
on February 2, 2009, is incorporated herein by reference as Exhibit 4.6.4.

Certificate of Designations of 4.25% Redeemable Cumulative Convertible Perpetual Preferred
Stock, Series C, filed as Exhibit 3.1(b) to the Company’s Form 10-Q for the quarter ended
March 31, 2003 (File No. 1-4717), is incorporated herein by reference as Exhibit 4.7.

Registration Rights Agreement, dated May 5, 2003, among KCS, Morgan Stanley & Co.
Incorporated and Deutsche Bank Securities Inc., filed as Exhibit 4.5 to the Company’s Registration
Statement on Form S-3 originally filed on August 1, 2003 (Registration No. 333-107573), as
amended and declared effective on October 24, 2003 (the “2003 S-3 Registration Statement”), is
incorporated herein by reference as Exhibit 4.8.

Certificate of Designations of 5.125% Cumulative Convertible Perpetual Preferred Stock, Series D,
filed as Exhibit 4.1 to the Company’s Current Report on Form 8-K filed on December 15, 2005
(File No. 1-4717), is incorporated herein by reference as Exhibit 4.9.

Indenture, dated April 19, 2005, between TFM and The Bank of Nova Scotia Trust Company of
New York, covering up to $460,000,000 of TFM’s 9%% Senior Notes due 2012 (the “2005
Indenture”), filed as Exhibit 4.13 to the 2006 S-1 Registration Statement (Registration

No. 333-138831), is incorporated herein by reference as Exhibit 4.10.

Indenture, dated November 21, 2006, between KCSM and U.S. Bank National Association, as
trustee and paying agent, covering up to $175,000,000 of KCSM’s 7%% Senior Notes due 2013
(the “2006 Indenture”), filed as Exhibit 4.2 to the Company’s Current Report on Form 8-K filed on
November 28, 2006 (File No. 1-4717), is incorporated herein by reference as Exhibit 4.11.

Indenture, dated May 16, 2007, between KCSM and U.S. Bank National Association, as trustee
and paying agent, covering up to $165,000,000 of KCSM’s 7%% Senior Notes due 2014 (the
“2007 Indenture”), filed as Exhibit 4.14 to the Company’s Form 10-K for the year ended
December 31, 2007 (File No. 1-4717), is incorporated herein by reference as Exhibit 4.12.

Indenture, dated May 30, 2008, among KCSR, the Company and certain subsidiaries of the
Company, and U.S. Bank National Association, as trustee (the “May 2008 Indenture”), filed as
Exhibit 4.2 to the Company’s Current Report on Form 8-K filed on June 2, 2008 (File No. 1-4717),
is incorporated herein by reference as Exhibit 4.13.

Indenture, dated December 18, 2008 among KCSR, the Company and certain subsidiaries of the
Company, and U.S. Bank National Association, as trustee (the “December 2008 Indenture”), filed
as Exhibit 4.1 to the Company’s Current Report on Form 8-K filed on December 19, 2008 (File
No. 1-4717), is incorporated herein by reference as Exhibit 4.14.

Material Contracts

Form of Officer Indemnification Agreement attached as Exhibit 10.1 to the Company’s Form 10-K
for the fiscal year ended December 31, 2001 (File No. 1-4717), is incorporated herein by reference
as Exhibit 10.1.

Form of Director Indemnification Agreement attached as Exhibit 10.2 to the Company’s

Form 10-K for the fiscal year ended December 31, 2001 (File No. 1-4717), is incorporated herein
by reference as Exhibit 10.2.

Description of the Company’s 1991 incentive compensation plan, filed as Exhibit 10.4 to the
Company’s Form 10-K for the fiscal year ended December 31, 1990 (File No. 1-4717), is
incorporated herein by reference as Exhibit 10.3.

Directors Deferred Fee Plan, adopted August 20, 1982, as amended and restated effective
January 1, 2005, filed as Exhibit 10.7 to the Company’s Form 10-K for the fiscal year ended
December 31, 2004 (File No. 1-4717), is incorporated herein by reference as Exhibit 10.4.
Kansas City Southern 1991 Amended and Restated Stock Option and Performance Award Plan, as
amended and restated effective as of August 7, 2007 (the “Amended 1991 Plan”), filed as
Exhibit 10.2 to the Company’s Form 10-Q for the quarter ended September 30, 2007 (File

No. 1-4717), is incorporated herein by reference as Exhibit 10.5.
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Exhibit
10.5.1

10.5.2

10.5.3

10.5.4

10.5.5

10.5.6

10.5.7

10.5.8

10.5.9

10.5.10

10.5.11

10.6

10.6.1

10.6.2

10.6.3

Description

Form of Non-Qualified Stock Option Award Agreement for employees under the Amended 1991
Plan, filed as Exhibit 10.8.2 to the Company’s Form 10-K for the fiscal year ended December 31,
2004 (File No. 1-4717), is incorporated herein by reference as Exhibit 10.5.1.

Form of Non-Qualified Stock Option Award Agreement for Directors under the Amended 1991
Plan, filed as Exhibit 10.8.3 to the Company’s Form 10-K for the fiscal year ended December 31,
2004 (File No. 1-4717), is incorporated herein by reference as Exhibit 10.5.2.

Form of Non-Qualified Stock Option Award agreement for employees under the Amended 1991
Plan (referencing threshold dates), filed as Exhibit 10.8.4 to the Company’s Form 10-K for the
fiscal year ended December 31, 2004 (File No. 1-4717), is incorporated herein by reference as
Exhibit 10.5.3.

Form of Restricted Shares Award and Performance Shares Award Agreement under the Amended
1991 Plan, filed as Exhibit 10.5.4 to the Company’s Form 10-K for the fiscal year ended
December 31, 2006 (File No. 1-4717), is incorporated herein by reference as Exhibit 10.5.4.

Form of Restricted Shares Award Agreement (non-management directors) under the Amended
1991 Plan, filed as Exhibit 10.2 to the Company’s Current Report on Form 8-K, filed on
May 11, 2005 (File No. 1-4717), is incorporated herein by reference as Exhibit 10.5.5.

Form of Restricted Shares Award Agreement (cliff vesting) under the Amended 1991 Plan, filed as
Exhibit 10.5.6 to the Company’s Form 10-K for the fiscal year ended December 31, 2007 (File
No. 1-4717), is incorporated herein by reference as Exhibit 10.5.6.

Form of Restricted Shares Award Agreement under the Amended 1991 Plan (applicable to
restricted shares to be purchased), filed as Exhibit 10.8.7 to the Company’s Form 10-K for the
fiscal year ended December 31, 2004 (File No. 1-4717), is incorporated herein by reference as
Exhibit 10.5.7.

Form of Restricted Shares Award and Performance Shares Award Agreement for Interim Awards
under the Amended 1991 Plan, filed as Exhibit 10.5.8 to the Company’s Form 10-K for the fiscal
year ended December 31, 2007 (File No. 1-4717), is incorporated herein by reference as

Exhibit 10.5.8.

Form of Restricted Shares Award Agreement (consultants) under the Amended 1991 Plan, filed as
Exhibit 10.5.9 to the Company’s Form 10-K for the fiscal year ended December 31, 2007 (File
No. 1-4717), is incorporated herein by reference as Exhibit 10.5.9.

Form of Restricted Shares Award Agreement (executive plan) under the Amended 1991 Plan, filed
as Exhibit 10.5.10 to the Company’s Form 10-K for the fiscal year ended December 31, 2007 (File
No. 1-4717), is incorporated herein by reference as Exhibit 10.5.10.

First Amendment to the Kansas City Southern 1991 Amended and Restated Stock Option and
Performance Award Plan, effective July 2, 2008, filed as Exhibit 10.1 to the Company’s Current
Report on Form 8-K filed on July 8, 2008 (File No. 1-4717), is incorporated herein by reference as
Exhibit 10.5.11.

Kansas City Southern 401(k) and Profit Sharing Plan (as amended and restated, effective April 1,
2002) (the “Amended 401(k) and Profit Sharing Plan”), filed as Exhibit 10.10.1 to the Company’s
Form 10-K for the fiscal year ended December 31, 2002 (File No. 1-4717), is incorporated herein
by reference as Exhibit 10.6.

First Amendment to the Amended 401(k) and Profit Sharing Plan, effective January 1, 2003, filed
as Exhibit 10.10.2 to the Company’s Form 10-K for the fiscal year ended December 31, 2002 (File
No. 1-4717), is incorporated herein by reference as Exhibit 10.6.1.

Amendment to the Amended 401(k) and Profit Sharing Plan, dated June 30, 2003 and effective as
of January 1, 2001, filed as Exhibit 10.10.3 to the Company’s Form 10-K for the fiscal year ended
December 31, 2003 (File No. 1-4717), is incorporated herein by reference as Exhibit 10.6.2.
Amendment to the Amended 401(k) and Profit Sharing Plan, dated December 3, 2003 and effective
as of January 1, 2003, filed as Exhibit 10.10.4 to the Company’s Form 10-K for the fiscal year
ended December 31, 2003 (File No. 1-4717), is incorporated herein by reference as Exhibit 10.6.3.

113



Exhibit
10.6.4

10.7

10.7.1

10.7.2

10.7.3

10.8

10.8.1

10.8.2

10.9

10.10

10.11

10.12

10.12.1

10.12.2

10.12.3

Description

Amendment to the Amended 401(k) and Profit Sharing Plan, dated and effective August 7, 2007,
filed as Exhibit 10.6.4 to the Company’s Form 10-K for the year ended December 31, 2007 (File
No. 1-4717), is incorporated herein by reference as Exhibit 10.6.4.

Employment Agreement, as amended and restated January 1, 2001, among the Company, KCSR
and Michael R. Haverty, filed as Exhibit 10.12 to the Company’s Form 10-K for the fiscal year
ended December 31, 2001 (File No. 1-4717), is incorporated herein by reference as Exhibit 10.7.

Addendum to Employment Agreement dated August 18, 2004 between The Kansas City Southern
Railway Company, the Company and Michael R. Haverty, filed as Exhibit 10.8.1 to the Company’s
Form 10-K for the year ended December 31, 2007 (File No. 1-4717), is incorporated herein by
reference as Exhibit 10.7.1.

Amendment to Amended and Restated Employment Agreement effective January 1, 2005 among
The Kansas City Southern Railway Company, the Company and Michael R. Haverty, filed as
Exhibit 10.8.2 to the Company’s Form 10-K for the year ended December 31, 2007 (File

No. 1-4717), is incorporated herein by reference as Exhibit 10.7.2.

Addendum to Employment Agreement effective January 1, 2009, between the Company, KCSR
and Michael R. Haverty, is attached to this Form 10-K as Exhibit 10.7.3.

Employment Agreement, dated May 15, 2006, between KCSR and Patrick J. Ottensmeyer (the
“Ottensmeyer Employment Agreement”), attached as Exhibit 10.1 to the Company’s Current
Report on Form 8-K filed on June 12, 2006 (File No. 1-4717), is incorporated herein by reference
as Exhibit 10.8.

Amendment No. 1 to the Ottensmeyer Employment Agreement, dated May 7, 2007, filed as
Exhibit 10.4 to the Company’s Form 10-Q for the quarter ended June 30, 2007 (File No. 1-4717),
is incorporated by reference as Exhibit 10.8.1.

Addendum to Employment Agreement effective January 1, 2009, between the Company, KCSR
and Patrick J. Ottensmeyer, is attached to this Form 10-K as Exhibit 10.8.2.

Employment Agreement, dated June 7, 2006, between KCSR and Michael K. Borrows, filed as
Exhibit 10.1 to the Company’s Current Report on Form 8-K filed September 15, 2006 (File
No. 1-4717), is incorporated herein by reference as Exhibit 10.9.

Kansas City Southern Executive Plan, as amended and restated November 11, 2008, is attached to
this Form 10-K as Exhibit 10.10.

The Amended and Restated Kansas City Southern Annual Incentive Plan, as approved by the
Company’s Compensation and Organization Committee on November 11, 2008 is attached to this
Form 10-K Exhibit 10.11.

Security Agreement, dated March 30, 2004, from KCS, KCSR and certain other subsidiaries of
KCS to The Bank of Nova Scotia as Collateral Agent, filed as Exhibit 10.19.1 to the Company’s
Form 10-K for the fiscal year ended December 31, 2004 (File No. 1-4717), is incorporated herein
by reference as Exhibit 10.12.

Amendment No. 1 to the Security Agreement, dated December 22, 2004, among KCSR, KCS, the
subsidiary guarantors, the lenders party thereto and The Bank of Nova Scotia, filed as Exhibit 10.1
to the Company’s Current Report on Form 8-K filed on December 29, 2004 (File No. 1-4717), is
incorporated herein by reference as Exhibit 10.12.1.

Amendment No. 1 to the Security Agreement, dated as of November 29, 2006, among KCSR,
KCS, the subsidiary guarantors, The Bank of Nova Scotia, as collateral agent and administrative
agent, and the lenders party thereto, filed as Exhibit 10.15.2 to the Company’s Form 10-K for the
year ended December 31, 2007 (File No. 1-4717), is incorporated herein by reference as

Exhibit 10.12.2.

Amended and Restated Credit Agreement, dated April 28, 2006, among KCSR, KCS, the
subsidiary guarantors, the lenders party thereto, The Bank of Nova Scotia, Morgan Stanley Senior
Funding, Inc., Harris Bank, N.A., LaSalle Bank National Association and Bank of Tokyo-
Mitsubishi UFJ Trust Company, and Scotia Capital, filed as Exhibit 10.1 to the Company’s

Form 10-Q for the quarter ended March 31, 2006 (File No. 1-4717), is incorporated herein by
reference as Exhibit 10.12.3.
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Exhibit
10.12.4

10.13
10.13.1
10.14
10.14.1
10.14.2

10.14.3
10.14.3

10.15

10.16

10.17

10.18
10.18.1

10.18.2
10.18.3

10.19

10.20

10.21

Description

Amendment No. 1 to the Amended and Restated Credit Agreement, dated May 31, 2007, among
KCSR, KCS, the subsidiary guarantors, the lenders party thereto and The Bank of Nova Scotia,
filed as Exhibit 10.1 to the Company’s Form 10-Q for the quarter ended June 30, 2007 (File

No. 1-4717), is incorporated herein by reference as Exhibit 10.12.4.

The 1992 Indenture. (See Exhibit 4.3)

The Supplemental Indenture, dated December 17, 1999, to the 1992 Indenture. (See Exhibit 4.3.1)
The 2000 Indenture. (See Exhibit 4.4)

The Supplemental Indenture, dated January 29, 2001, to the 2000 Indenture. (See Exhibit 4.4.1)

The Second Supplemental Indenture, dated June 10, 2005, to the 2000 Indenture. (See
Exhibit 4.4.2)

The Third Supplemental Indenture, dated February 5, 2007, to the 2000 Indenture. (See
Exhibit 4.4.3)

The Fourth Supplemental Indenture, dated December 18, 2008, to the 2000 Indenture. (See
Exhibit 4.4.4)

Intercompany Agreement, dated August 16, 1999, between the Company and Stilwell Financial
Inc., filed as Exhibit 10.23 to the Company’s 2001 S-4 Registration Statement (Registration
No. 333-54262), is incorporated herein by reference as Exhibit 10.15.

Tax Disaffiliation Agreement, dated August 16, 1999, between the Company and Stilwell Financial
Inc., filed as Exhibit 10.24 to the Company’s 2001 S-4 Registration Statement (Registration
No. 333-54262), is incorporated herein by reference as Exhibit 10.16.

Lease Agreement, originally dated June 26, 2001 and amended March 26, 2002, between KCSR
and Broadway Square Partners LLP, filed as Exhibit 10.34 to the Company’s Form 10-K for the
fiscal year ended December 31, 2001 (File No. 1-4717), is incorporated herein by reference as
Exhibit 10.17.

The June 12, 2002 Indenture. (See Exhibit 4.6)

The Supplemental Indenture, dated June 10, 2005, to the June 12, 2002 Indenture. (See
Exhibit 4.6.2)

The Second Supplemental Indenture, dated February 5, 2007, to the June 12, 2002 Indenture. (See
Exhibit 4.6.3)

The Third Supplemental Indenture, dated January 27, 2009, to the June 12, 2002 Indenture. (See
Exhibit 4.6.4)

Agreement to Forego Compensation between A. Edward Allinson and the Company, fully executed
on March 30, 2001; Loan Agreement between A. Edward Allinson and the Company fully
executed on September 18, 2001; and the Promissory Note executed by the Trustees of The A.
Edward Allinson Irrevocable Trust Agreement dated, June 4, 2001, Courtney Ann Arnot, A.
Edward Allinson III and Bradford J. Allinson, Trustees, as Maker, and the Company, as Holder,
filed as Exhibit 10.36 to the Company’s Form 10-K for the fiscal year ended December 31, 2002
(File No. 1-4717), are incorporated herein by reference as Exhibit 10.19.

Agreement to Forego Compensation between Michael G. Fitt and the Company, fully executed on
March 30, 2001; Loan Agreement between Michael G. Fitt and the Company, fully executed on
September 7, 2001; and the Promissory Note executed by the Trustees of The Michael G. and
Doreen E. Fitt Irrevocable Insurance Trust, Anne E. Skyes, Colin M-D. Fitt and Tan D.G. Fitt,
Trustees, as Maker, and the Company, as Holder, filed as Exhibit 10.37 to the Company’s

Form 10-K for the fiscal year ended December 31, 2002 (File No. 1-4717), are incorporated herein
by reference as Exhibit 10.20.

Kansas City Southern Employee Stock Ownership Plan, as amended and restated, effective April 1,
2002, (the “Amended Employee Stock Ownership Plan”), filed as Exhibit 10.38 to the Company’s
Form 10-K for the fiscal year ended December 31, 2002 (File No. 1-4717), is incorporated herein
by reference as Exhibit 10.21.
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Exhibit
10.21.1

10.21.2

10.21.3

10.22
10.23
10.24
10.25

10.25.1

10.25.2

10.26

10.27

10.28

10.29

10.30

10.31

10.32
10.33
10.34

Description

Amendment to the Amended Employee Stock Ownership Plan, dated June 30, 2003 and effective
as of January 1, 2001, filed as Exhibit 10.38.2 to the Company’s Form 10-K for the fiscal year
ended December 31, 2003 (File No. 1-4717), is incorporated herein by reference as

Exhibit 10.21.1.

Amendment to the Amended Employee Stock Ownership Plan, dated December 3, 2003 and
effective as of January 1, 2003, filed as Exhibit 10.38.3 to the Company’s Form 10-K for the fiscal
year ended December 31, 2003 (File No. 1-4717), is incorporated herein by reference as

Exhibit 10.21.2.

Amendment to the Amended Employee Stock Ownership Plan, dated and effective October 29,
2007, filed as Exhibit 10.24.3 to the Company’s Form 10-K for the year ended December 31, 2007
(File No. 1-4717), is incorporated herein by reference as Exhibit 10.21.3.

The Stockholders’ Agreement. (See Exhibit 2.1)
The Acquisition Registration Rights Agreement. (See Exhibit 2.2)
The 2005 Rights Agreement. (See Exhibit 2.3)

Transaction Agreement, dated December 1, 2005, among the Company, KCSR, Norfolk Southern
Corporation and The Alabama Great Southern Railroad Company (the “Transaction Agreement”),
filed as Exhibit 10.46 to the Company’s Form 10-K for the fiscal year ended December 31, 2005
(File No. 1-4717), is incorporated herein by reference as Exhibit 10.25.

Amendment No. 1 to the Transaction Agreement, dated January 17, 2006, filed as Exhibit 10.47 to
the Company’s Form 10-K for the fiscal year ended December 31, 2005 (File No. 1-4717), is
incorporated herein by reference as Exhibit 10.25.1.

Amendment No. 2 to the Transaction Agreement, dated May 1, 20006, filed as Exhibit 10.2 to the
Company’s Form 10-Q for the quarter ended March 31, 2006 (File No. 1-4717), is incorporated
herein by reference as Exhibit 10.25.2.

Participation Agreement, dated December 20, 2005, among KCSR, KCSR Trust 2005-1 (acting
through Wilmington Trust Company, as owner trustee) (“2005 Trust”), GS Leasing (KCSR 2005-1)
LLC, Wells Fargo Bank Northwest, National Association, Export Development Canada, and KfW,
filed as Exhibit 10.48 to the Company’s Form 10-K for the fiscal year ended December 31, 2005
(File No. 1-4717), is incorporated herein by reference as Exhibit 10.26.

Equipment Lease Agreement, dated December 20, 2005, between KCSR and the KCSR

Trust 2005-1, filed as Exhibit 10.49 to the Company’s Form 10-K for the fiscal year ended
December 31, 2005 (File No. 1-4717), is incorporated herein by reference as Exhibit 10.27.
Participation Agreement, dated August 2, 2006, among KCSR, KCSR Trust 2006-1 (acting through
Wilmington Trust Company, as owner trustee) (“2006 Trust”), HSH Nordbank AG, New York
Branch, Wells Fargo Bank Northwest, National Association, and DVB Bank AG, filed as

Exhibit 10.4 to the Company’s Form 10-Q for the quarter ended September 30, 2006 (File

No. 1-4717), is incorporated herein by reference as Exhibit 10.28.

Equipment Lease Agreement, dated August 2, 2006, between KCSR and the KCSR Trust 2006-1,
filed as Exhibit 10.4 to the Company’s Form 10-Q for the quarter ended September 30, 2006 (File
No. 1-4717), is incorporated herein by reference as Exhibit 10.29.

Limited Liability Company Agreement of Meridian Speedway, LLC, dated May 1, 2006, between
the Alabama Great Southern Railroad Company and the Company, filed as Exhibit 10.3 to the
Company’s Form 10-Q for the quarter ended March 31, 2006, (File No. 1-4717), is incorporated
herein by reference as Exhibit 10.30.

Underwriting Agreement, dated December 4, 2006, among the Company, Morgan Stanley & Co.
Incorporated, and Grupo TMM, S.A., filed as Exhibit 1.1 to the Company’s Current Report on
Form 8-K filed December 5, 2006 (File No. 1-4717), is incorporated herein by reference as
Exhibit 10.31.

The 2005 Indenture. (See Exhibit 4.10)
The 2006 Indenture. (See Exhibit 4.11)
The 2006 Registration Rights Agreement. (See Exhibit 2.4)
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Exhibit
10.35

10.36

10.37

10.38

10.39

10.40

10.41

10.42

10.43

10.43.1

10.43.2
10.43.3

10.44

10.45

10.46

10.47

10.47.1

Description

Lease Agreement, dated September 25, 2005, between KCSR and Louisiana Southern Railroad,
Inc., filed as Exhibit 10.5 to the Company’s Form 10-Q for the quarter ended June 30, 2005 (File
No. 1-4717), is incorporated herein by reference as Exhibit 10.35.

Lease Agreement, dated September 25, 2005, between KCSR and Alabama Southern Railroad,
Inc., filed as Exhibit 10.6 to the Company’s Form 10-Q for the quarter ended June 30, 2005 (File
No. 1-4717), is incorporated herein by reference as Exhibit 10.36.

Lease Agreement, dated September 25, 2005, between KCSR and Arkansas Southern Railroad,
Inc., filed as Exhibit 10.7 to the Company’s Form 10-Q for the quarter ended June 30, 2005 (File
No. 1-4717), is incorporated herein by reference as Exhibit 10.37.

Lease Agreement, dated September 25, 2005, between KCSR and Arkansas Southern Railroad,
Inc., filed as Exhibit 10.8 to the Company’s Form 10-Q for the quarter ended June 30, 2005 (File
No. 1-4717), is incorporated herein by reference as Exhibit 10.38.

Lease Agreement, dated September 25, 2005, between KCSR and Louisiana Southern Railroad,
Inc., filed as Exhibit 10.9 to the Company’s Form 10-Q for the quarter ended June 30, 2005 (File
No. 1-4717), is incorporated herein by reference as Exhibit 10.39.

Equipment Lease Agreement, dated April 4, 2007, between KCSR and High Ridge Leasing, LLC,
filed as Exhibit 10.2 to the Company’s Form 10-Q for the quarter ended March 31, 2007 (File
No. 1-4717), is incorporated herein by reference as Exhibit 10.40.

2007 Registration Rights Agreement. (See Exhibit 2.5)

2007 Indenture. (See Exhibit 4.12)

Credit Agreement, dated June 14, 2007, among KCSM as borrower, Arrendadora KCSM as
guarantor, Bank of America, N.A. as administrative agent, and the other lenders named therein (the
“2007 KCSM Credit Agreement”), filed as Exhibit 10.2 to the Company’s Form 10-Q for the
quarter ended June 30, 2007 (File No. 1-4717), is incorporated herein by reference as

Exhibit 10.43.

Amendment No. 1 and Waiver No. 1, dated December 19, 2007, to the 2007 KCSM Credit
Agreement, filed as Exhibit 10.49.2 to the Company’s Form 10-K for the year ended December 31,
2007 (File No. 1-4717), is incorporated herein by reference as Exhibit 10.43.1.

Amendment No. 2, dated as of December 19, 2008, to the 2007 KCSM Credit Agreement, is
attached to this Form 10-K as Exhibit 10.43.2.

Amendment No. 3 and Waiver No. 2 dated as of February 11, 2009, to the 2007 KCSM Credit
Agreement is attached to this Form 10-K as Exhibit 10.43.3.

Settlement Agreement, dated September 21, 2007, among KCS and Grupo TMM, S.A.B., TMM
Logistics, S.A. de C.V., and VEX Asesores Corporativos, S.A. de C.V. (formerly José F. Serrano
International Business, S.A. de C.V.), filed as Exhibit 10.1 to the Company’s Form 10-Q for the
quarter ended September 30, 2007 (File No. 1-4717), is incorporated herein by reference as
Exhibit 10.44.

Participation Agreement, dated September 27, 2007, among KCSR, KCSR 2007-1 Statutory Trust
(acting through U.S. Bank Trust National Association, as owner trustee) (“2007 Trust”), U.S. Bank
Trust National Association, GS Leasing (KCSR 2007-1) LLC, Wilimington Trust Company, and
KfW, filed with the Company’s Form 10-K for the year ended December 31, 2007 (File

No. 1-4717), is incorporated herein by reference as Exhibit 10.45.

Equipment Lease Agreement, dated September 27, 2007, between KCSR and the KCSR 2007-1
Statutory Trust, filed with the Company’s Form 10-K for the year ended December 31, 2007 (File
No. 1-4717), is incorporated herein by reference as Exhibit 10.46.

Kansas City Southern 2008 Stock Option and Performance Award Plan (the “2008 Plan”), filed as
Exhibit 10.1 to the Company’s Current Report on Form 8-K filed on October 7, 2008 (File

No. 1-4717), is incorporated herein by reference as Exhibit 10.47.

Form of Non-Qualified Stock Option Award Agreement under the 2008 Plan, is attached to this
Form 10-K as Exhibit 10.47.1.
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Exhibit
10.47.2

10.47.3
10.47.4
10.47.5

10.48
10.49
10.50

10.50.1
10.50.2
10.50.3
10.51

10.51.1
10.51.2

10.52

10.53

10.54

10.55

10.56

10.57

Description

Form of Restricted Shares Award Agreement (cliff vesting) under the 2008 Plan, is attached to this
Form 10-K as Exhibit 10.47.2.

Form of Restricted Shares Award Agreement (graded vesting) under the 2008 Plan, is attached to
this Form 10-K as Exhibit 10.47.3.

Form of Restricted Shares Award Agreement under the 2008 Plan (applicable to restricted shares to
be purchased), is attached to this Form 10-K as Exhibit 10.47.4.

Form of Restricted Shares Award and Performance Shares Award Agreement under the 2008 Plan,
is attached to this Form 10-K as Exhibit 10.47.5.

The May 2008 Indenture. (See Exhibit 4.13)
The December 2008 Indenture. (See Exhibit 4.14)

Employment Agreement dated May 1, 2000, between Kansas City Southern Industries, Inc. and
Scott E. Arvidson, is attached to this Form 10-K as Exhibit 10.50.

Amendment to Employment Agreement dated January 1, 2001, between Kansas City Southern
Industries, Inc. and Scott E. Arvidson, is attached to this Form 10-K as Exhibit 10.50.1.

Addendum to Employment Agreement dated August 18, 2004, between the Company and Scott E.
Arvidson, is attached to this Form 10-K as Exhibit 10.50.2.

Addendum to Employment Agreement effective January 1, 2009, between the Company, KCSR
and Scott E. Arvidson, is attached to this Form 10-K as Exhibit 10.50.3.

Employment Agreement dated April 1, 2003, between the Company and Larry M. Lawrence, is
attached to this Form 10-K as Exhibit 10.51.

Addendum to Employment Agreement dated August 18, 2004, between the Company and Larry M.
Lawrence, is attached to this Form 10-K as Exhibit 10.51.1.

Addendum to Employment Agreement effective January 1, 2009, between the Company, KCSR
and Larry M. Lawrence, is attached to this Form 10-K as Exhibit 10.51.2.

Participation Agreement (KCSR 2008-1) dated as of April 1, 2008, among KCSR, KCSR 2008-1
Statutory Trust (acting through U.S. Bank Trust National Association, not in its individual capacity,
but solely as Owner Trustee) (“KCSR 2008-1 Statutory Trust”), U.S. Bank Trust National
Association (only in its individual capacity as expressly provided therein), MetLife Capital,
Limited Partnership (as Owners Participant), Wilmington Trust Company (as Indenture Trustee)
and Export Development Canada (as Loan Participant), filed as Exhibit 10.2 to the Company’s
Form 10-Q for the quarter ended March 31, 2008 (File No. 1-4717), is incorporated herein by
reference as Exhibit 10.52.

Equipment Lease Agreement (KCSR 2008-1) dated as of April 1, 2008, between KCSR 2008-1
Statutory Trust (as Lessor) and KCSR (as Lessee), filed as Exhibit 10.3 to the Company’s

Form 10-Q for the quarter ended March 31, 2008 (File No. 1-4717), is incorporated herein by
reference as Exhibit 10.53.

Confidential Severance Agreement and Full and General Release dated June 26, 2008, between
KCSR and Arthur L. Shoener, filed as Exhibit 10.1 to the Company’s Current Report on Form 8-K
filed on July 2, 2008 (File No. 1-4717), is incorporated herein by reference as Exhibit 10.54.
Employment Agreement dated September 10, 2008, between KCSR and David Starling filed as
Exhibit 10.1 to the Company’s Current Report on Form 8-K filed on September 15, 2008 (File
No. 1-4717), is incorporated herein by reference as Exhibit 10.54.

Loan and Security Agreement dated February 26, 2008, between KCSM and Export Development
Canada, filed as Exhibit 10.1 to the Company’s Form 10-Q for the quarter ended March 31, 2008
(File No. 1-4717), is incorporated herein by reference as Exhibit 10.56.

Loan Agreement dated as of September 24, 2008, between KCSM and DVB Bank AG, filed as
Exhibit 10.1 to the Company’s Form 10-Q for the quarter ended September 30, 2008

(File No. 1-4717), is incorporated herein by reference as Exhibit 10.57.
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Description

Underwriting Agreement dated as of May 27, 2008, among KCSR, Morgan Stanley & Co.
Incorporated, and Banc of America Securities LLC, as representatives of the underwriters listed
therein, filed as Exhibit 4.1 to the Company’s Current Report on Form 8-K filed on June 2, 2008
(File No. 1-4717), is incorporated herein by reference as Exhibit 10.58.

Underwriting Agreement dated as of December 15, 2008, among KCSR, Morgan Stanley &
Co. Incorporated, and Banc of America Securities LLC, as representatives of the underwriters
listed therein, filed as Exhibit 1.1 to the Company’s Current Report on Form 8-K filed on
December 19, 2008 (File No. 1-4717), is incorporated herein by reference as Exhibit 10.59.

Statements Re Computation of Ratios

The Computation of Ratio of Earnings to Fixed Charges prepared pursuant to Item 601(b)(12) of
Regulation S-K is attached to this Form 10-K as Exhibit 12.1.

Subsidiaries of the Company

The list of the Subsidiaries of the Company prepared pursuant to Item 601(b)(21) of
Regulation S-K is attached to this Form 10-K as Exhibit 21.1.

Consents of Experts and Counsel

Consent of KPMG LLP is attached to this Form 10-K as Exhibit 23.1.

Consent of KPMG Cardenas Dosal, S.C. is attached to this Form 10-K as Exhibit 23.2.
Power of Attorney (included on the signature page).

Section 302 Certifications

Certification of Michael R. Haverty, Chief Executive Officer of the Company, is attached to this
Form 10-K as Exhibit 31.1.

Certification of Michael W. Upchurch, Chief Financial Officer of the Company, is attached to this
Form 10-K as Exhibit 31.2.

Section 1350 Certifications

Certification furnished pursuant to 18 U.S.C. Section 1350 of Michael R. Haverty, Chief Executive
Officer of the Company, is attached to this Form 10-K as Exhibit 32.1.

Certification furnished pursuant to 18 U.S.C. Section 1350 of Michael W. Upchurch, Chief
Financial Officer of the Company, is attached to this Form 10-K as Exhibit 32.2.
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SIGNATURES

Pursuant to the requirements of Section 13 or 15 (d) of the Securities Exchange Act of 1934, the
Company has duly caused this report to be signed on its behalf by the undersigned, thereunto duly authorized.

Kansas City Southern

By: /s/ Michael R. Haverty

Michael R. Haverty
Chairman of the Board and
Chief Executive Officer and Director

February 13, 2009

POWER OF ATTORNEY

Know all people by these presents, that each person whose signature appears below constitutes and
appoints Michael R. Haverty and Michael W. Upchurch, and each of them, his or her true and lawful
attorneys-in-fact and agents, with full power of substitution and resubstitution, for him or her and in his or her
name, place and stead, in any and all capacities, to sign any amendments to this annual report on Form 10-K,
and to file the same, with all exhibits thereto, with the Securities and Exchange Commission, granting unto
said attorneys-in-fact and agents, and each of them, full power and authority to do and perform each and every
act and thing requisite and necessary to be done in and about the premises, as fully and to all intents and
purposes as he or she might or could do in person, hereby confirming all that said attorneys-in-fact and agents

or either of them, or his or their substitute or substitutes, may lawfully do or cause to be done by virtue
hereof.

Pursuant to the requirements of the Securities Exchange Act of 1934, this report has been signed below
by the following persons on behalf of the Company and in the capacities indicated on February 13, 2009.

/s/  Michael R. Haverty Chairman of the Board and Chief Executive Officer
Michael R. Haverty and Director.
/s/ David L. Starling President and Chief Operating Officer.
David L. Starling
/s/ Michael W. Upchurch Executive Vice President and Chief Financial Officer
Michael W. Upchurch (Principal Financial Officer).
/s/  Michael K. Borrows Senior Vice President and Chief Accounting Officer
Michael K. Borrows (Principal Accounting Officer).
/s/  Henry R. Davis Director.
Henry R. Davis
/s/ Robert J. Druten Director.
Robert J. Druten
/s/ Terrence P. Dunn Director.

Terrence P. Dunn
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/s/  James R. Jones

James R. Jones

/s/  Thomas A. McDonnell

Thomas A. McDonnell

/s/ Karen L. Pletz

Karen L. Pletz

/s/  Rodney E. Slater

Rodney E. Slater
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Kansas City Southern
2008 Form 10-K Annual Report
Index to Exhibits

Document

Addendum to Employment Agreement effective January 1, 2009, between the
Company, KCSR and Michael R. Haverty.

Addendum to Employment Agreement effective January 1, 2009, between the
Company, KCSR and Patrick J. Ottensmeyer.

Kansas City Southern Executive Plan, as amended and restated November 11, 2008.

Amended and Restated Kansas City Southern Annual Incentive Plan, as approved by the
Company’s Compensation and Organization Committee on November 11, 2008.

Amendment No. 2, dated as of December 19, 2008, to the 2007 KCSM Credit
Agreement.

Amendment No. 3 and Waiver No. 2, dated as of February 11, 2009, to the KCSM 2007
Credit Agreement.

Form of Non-Qualified Stock Option Award Agreement under the 2008 Plan.
Form of Restricted Shares Award Agreement (cliff vesting) under the 2008 Plan.
Form of Restricted Shares Award Agreement (graded vesting) under the 2008 Plan.

Form of Restricted Shares Award Agreement under the 2008 Plan (applicable to
restricted shares to be purchased).

Form of Restricted Shares and Performance shares Award Agreement under the 2008
Plan.

Employment Agreement dated May 1, 2000, between Kansas City Southern Industries,
Inc. and Scott E. Arvidson.

Amendment to Employment Agreement dated January 1, 2001, between Kansas City
Southern Industries, Inc. and Scott E. Arvidson.

Addendum to Employment Agreement dated August 18, 2004, between the Company
and Scott E. Arvidson.

Addendum to Employment Agreement effective January 1, 2009, between the
Company, KCSR and Scott E. Arvidson.

Employment Agreement dated April 1, 2003, between the Company and Larry M.
Lawrence.

Addendum to Employment Agreement dated August 18, 2004, between the Company
and Larry M. Lawrence

Addendum to Employment Agreement effective January 1, 2009, between the
Company, KCSR and Larry M. Lawrence.

Computation of Ratio of Earnings to Fixed Charges

Subsidiaries of the Company

Consent of KPMG LLP

Consent of KPMG Cardenas Dosal, S.C

Certification of Michael R. Haverty pursuant to Section 302 of the Sarbanes-Oxley Act
of 2002

Certification of Michael W. Upchurch pursuant to Section 302 of the Sarbanes-Oxley
Act of 2002

Certification of Michael R. Haverty furnished pursuant to 18 U.S.C. Section 1350, as
adopted pursuant to Section 906 of the Sarbanes Oxley Act of 2002

Certification of Michael W. Upchurch furnished pursuant to 18 U.S.C. Section 1350, as
adopted pursuant to Section 906 of the Sarbanes-Oxley Act of 2002

The above exhibits are not included in this Form 10-K, but are
on file with the Securities and Exchange Commission
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