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This presentation includes statements concerning potential 

future events involving the Company which could materially 

differ from events that actually occur.  The differences could 

be caused by a number of factors, including those factors 

identified in the “Risk Factors” section of the Company’s 

Form 10-K for the year ended December 31, 2007 filed by 

the Company with the SEC (File No. 1-4717).  The 

Company will not update any forward-looking statements in 

this presentation to reflect future events or developments.  

All reconciliations to GAAP can be found on the KCS 

website, kcsouthern.com/investors.
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Today’s Presenters

Mike Haverty Chairman & CEO

Art Shoener President & COO

Pat Ottensmeyer Executive VP & CFO
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First Quarter Highlights
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+5.9%
Over 1Q 06

$0.21

1Q 07

Operating 
Ratio

Revenue 
Growth

Earnings 
per Share



5

First Quarter Highlights

• Strong earnings gains despite weak economy and 
substantially higher fuel costs

• Improved service metrics
– Higher velocity

– Reduced dwell times

• New locomotives contributing to productivity gains
– 10 percentage point improvement in locomotive availability

• Panama Canal Railway Company posts strong first quarter
– Revenues up 60%

– Operating ratio of 49%; an 8.6 point improvement from 1Q 
2007

– Net income more than double quarter over quarter
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Art Shoener
President & COO
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84.2%

82.4%

81.5%

1Q 2006 1Q 2007 1Q 2008

Operating Ratio
First Quarter Comparison
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Operating Ratio Trend

84.2%

81.2% 81.4%

80.1%

76.4%

77.9%

80.5%

82.4%

81.5%

1Q 2Q 3Q 4Q

2006

2007

2008

FY 2006FY 2006 81.7%81.7%

FY 2007FY 2007 79.2%79.2%
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Revenue Growth 9.6%
Quarter over Quarter

$450.6

$411.3

1Q 2007 1Q 2008

$ in millions

9.6%

•Automotive, 
intermodal, and 
chemical & petroleum 
carloadings contribute 
to growth

•Continued strong 
pricing environment 
across all business 
units
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$442.4

$415.7$413.1

$388.4

$460.3

$444.1

$427.1

$411.3

$450.6

1Q 2Q 3Q 4Q

2006

2007

2008

Revenue Growth 9.6%
Quarter over Quarter
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Revenue Growth Analysis

$411.3

$450.6

1Q 2007 1Q 2008

Price

+9.2%

Volume 

-1.0%

$ in millions

Mix         
1.4%

Volumes increased 
4.6% excluding lost 

haulage traffic
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Carloads/Units Up 4.6%
*

0
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1Q 2007

1Q 2008

+19.1%

-3.2%

+12.9%

-1.5%

-7.1%

+19.0%*

* Excludes certain haulage business.  Including this business, 

total carloads/units were down 1.0% and intermodal units were 
down 4.1%
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Pricing environment continues to be favorable
Revenue per unit improves 10.6% 1Q 2008 over 1Q 2007

17.7%

9.2%

1.5%

13.8%

0.2%

7.6%
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Minerals

Forest Products &
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Chemical &

Petroleum

Intermodal Automotive Coal
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New Business 
Progress in 2008

• April 2008 pipeline = 

$125.8 million

• Revenue Conversion rate 

through March 2008 = 53%

• Incremental business 

won = $23.2 million

New opportunities added 
in Q1 08 = $48.9 million
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$99.9

$62.5

$46.7

$44.9

$38.1

$19.4

$27.4

$106.1

$77.9

$45.8

$40.7

$19.0

$32.8

$44.9

Compensation &

Benefits

Fuel

Purchased Services

Equipment

Depreciation

Casualties &

Insurance

Materials & Other

1Q 2007 1Q 2008

First Quarter Operating Expenses

$ in millions

1Q 20071Q 2007 $338.9$338.9

1Q 20081Q 2008 $367.2$367.2
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Operations Highlights

• New metrics include U.S. and Mexico

• Velocity improvements

• Terminal dwell time improvements

• Locomotive availability improvements

• 180 of 210 new locomotives in service

– Remaining 30 for Mexico to be delivered in 2Q



Pat Ottensmeyer
Executive VP & CFO
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Consolidated Income Statement

$22.2$37.7Net Income

(9.3)(15.7)Income Tax

(38.9)(36.6)Interest & Other

1.14.1Equity Earnings

(3.1)2.5Currency Profit (Loss)

72.483.4Operating Income

(338.9)(367.2)Operating Expense

$411.3$450.6Total Revenue

1Q 20071Q 2008$ in millions
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Earnings per Share

$0.11

$0.24

$0.32

$0.41

$0.21

$0.30

$0.48

$0.39

$0.56

1Q

2006

2Q

2006

3Q

2006

4Q

2006

1Q

2007

2Q

2007

3Q

2007

4Q

2007

1Q

2008

Share count in thousands

90,73299,94892,552 91,58975,748 90,335 97,651 97,733 97,484
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Operating Income

$61.3

$77.5 $77.3

$88.2

$72.4

$83.1

$98.2

$108.7

$83.4

1Q
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2Q

2006

3Q

2006

4Q

2006

1Q
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2Q

2007

3Q

2007

4Q

2007

1Q

2008
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Net Income

$12.9

$24.1

$31.3

$40.6

$22.2

$30.2

$46.7

$54.7

$37.7

1Q

2006

2Q

2006

3Q

2006

4Q

2006

1Q

2007

2Q

2007

3Q

2007

4Q

2007

1Q

2008

$ in millions
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Adjusted EBITDA*

$98.4
$110.2

$122.8

$142.6

$107.9

$130.5
$137.1

$157.8

$129.5

1Q

2006

2Q

2006

3Q

2006

4Q

2006

1Q

2007

2Q

2007

3Q

2007

4Q

2007

1Q

2008

$ in millions

* All reconciliations to GAAP can be found on the KCS website in the Investors section.
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Free Cash Flow

$3.9($41.1)
Free cash flow after 
dividends paid

$0$59.3
Locomotive sale/leaseback 
timing 2Q 

(8.7)

19.9

(58.3)

$51.0

1Q 2007

(4.9)Preferred dividends paid

(62.4)Other investing activities

(92.5)
Cash used for capital 
expenditures

$118.7
Net cash provided by 
operating activities

1Q 2008

$ in millions

* All reconciliations to GAAP can be found on the KCS website in the Investors section.

*
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Liquidity Summary
Unrestricted cash plus unused bank credit commitments

$122
$149

$98

$95

$282

$237

$143$144

$125

$44
$36

1Q 2006 2Q 2006 3Q 2006 4Q 2006 1Q 2007 2Q 2007 3Q 2007 4Q 2007 1Q 2008

$ in millions

$220

Locomotives purchased 
pending long term 
financing $244
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2008 Financing Plan

• First Quarter

– $107 million of secured debt for 60 new locomotives at KCSM
• Closed $73 million at 5.74% on 40 locomotives
• Financing on 20 locomotives delayed until second quarter

• Second Quarter

– $66 million leveraged lease for 30 new locomotives at KCSR
• Transaction closed on April 15
• Locomotive cost - $63.5 million
• Debt interest rate of 5.58%

– Issue $250-$275 million of unsecured debt to refinance KCSR’s 9.50% senior notes, pay 
expenses including tender premium, and reduce amounts drawn under KCSR’s revolving 
credit facility

– Convert $192.5 million of 4.25% preferred stock to common stock
• 12.9 million shares to be issued
• Already included in diluted share count

– $125 million bridge/term loan for reconstruction of the Victoria to Rosenberg line
• Refinancing options, including RRIF loan, to be considered upon completion
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• Third Quarter

– $53 million of secured debt for 30 new locomotives at 
KCSM

• Locomotives expected to be delivered June through 
August

– $58 million of secured debt for new rolling stock at 
KCSM

• Expected deliveries June through September

2008 Financing Plan
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Major Debt Maturities
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Long Range Plan Update
2007-2012

Mike Haverty
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SeverCor Mini 
Steel Mill

New Business 
Opportunities

Grand Total

2008 - 2010

Windmill 
Project

Biodiesel Plant

GM 
Transmission 

Plant

Grain Train 
Facility

2008 New 
Opportunities

2008 – 2010 
Announced 

Plans

Feed Mill 
Shuttle Train

Bunge Ethanol

GM Plant
Appliance 

Park

Pemex

2008 – 2010 
Tentative 

Plans

Automobile 
Plant

Plastics & 
Coal 

Gasification

Chemical SIT 
Yard

Appliance 
Park

Grain Elevator

Truck Plant

Intermodal / 
Auto Ramp

IFG Intermodal 
Ramp

2008 
Intermodal / 
Auto Ramp

2008 – 2010 
Intermodal / 
Auto Ramp

Intermodal / 
Auto Ramp

Intermodal / 
Auto Ramp

Intermodal / 
Auto Ramp

Intermodal / 
Auto Ramp

Auto Ramp

Intermodal / 
Auto Ramp

Whirlpool 
Plant

GM Vehicle 
Distribution

Grain Elevator

Chrysler Plant

Corona

Motiva Exxon/Mobil

Intermodal / 
Auto Ramp

Bulk facility

Fertilizer Plant

Windmill 
Distribution

TXU Plant 
Expansion

Engine Plant

First Auto 
Works

Tiger Auto 
Works
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Long Term Growth Plan Intact

• 2007 revenue growth was lower than expected

– 5% vs. 9% projected

– Impact of slowing US economy

– Focused effort to improve profitability of freight base

• 2008 Long Range Plan vs. 2007 Long Range Plan

– Revenue growth targets on track within 10-14% range 
communicated to investors but delayed one year

– Operating ratio target improved in 2008

– Cash capital expenditures are higher than 2007 plan driven 
primarily by new Mexican tax law

– Strategic projects now being financed by KCS
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Five Year Plan Summary

Revenue Operating Ratio

2007 2008 2009 2010 2011 2012 2007 2008 2009 2010 2011 2012

79.2%

$ in millions

$1,743

CAGR 10%-14%
Improve 1%-2% per year

These figures are for illustrative purposes only.   See disclosure on page 2 of presentation.
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2007 2008 2009 2010 2011 2012 2007 2008 2009 2010 2011 2012

$533

CAGR 17% - 19%

EBITDA is a non-GAAP financial measure.  See the Regulation G information on our website at 
www.kcsouthern.com

These figures are for illustrative purposes only.   See disclosure on page 2 of presentation.

EBITDA ROCE

0.5% - 1.5% improvement per 

year

8.7%

Five Year Plan Summary
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Mix of Business

Forest 

Products & 

Metals

Ag & Min

Coal

Auto

Other

Intermodal

Chemical & 

Petroleum

Forest 

Products & 

Metals

Intermodal

Ag & Min

Coal

Auto

Other

Chemical & 

Petroleum

2007 2012

29% 18%

8%
23%

23% 19%

11% 10%

7%
4% 3%

7%

These figures are for illustrative purposes only.   See disclosure on page 2 of presentation.

18%

20%



www.kcsouthern.com


