Exhibit I below contains the pension plan disclosures of Norfolk Southern Railroad.  Use the information contained in this exhibit to answer the following questions:

Calculate each of the following

a) Recurring pension cost

b) Gross pension cost

c) Non-smoothed pension cost.

d) Funded Status of the Plan

[image: image1.png]Pension and Other Postretirement Benefit Obligations and Plan Assets

Pension Benefits Other Benefits
02 200 200
(5 in millions)

Change in benefit obligations

Besefit obligation at begioning of year s 08 13 s
Service cost 20 7
Tnterest cost 8 o1
Amendment - -

Legistative changes
Curtailment loss
Special termination benefits

Actuarial (gains) losses 54
Benefits paid aie) 35)
Benefit obligation at end of year 1370
Change in plan assets
Fair value of plan assefs at beginaing of year 1469 1,798 106 118
Actual retum on plan assets 358 @o1) 2 a2
Employer contribution 6 s 3 a1
4010 aceouat transfer - as) - -
Benefits paid 113 a16) 38) £
Fair value of plan assets at end of year 172 1.469 130 106
Funded status 2 )
Unrecogaized (gain) loss 208 305 163 169
Unsecognized prior service cost 21 2 39)
Net amount recognized s__d61 s a0 s_(59) s_Gin

Amouats recognized in the Consalidated.
Balance Sheets consist of-

Prepaid benefit cost s s B
‘Accrued benefitlability a1
‘Accumulated other comprehensive income

Net amount recognized s s

OF the pension plans included above, the unfunded pension plans were the only plans with an
accumulated benefit obligation in excess of plan assets. These plans' accumulated benefit obligations
were $89 million at Dec. 31, 2003, and $82 million at Dec. 31, 2002. These plans' projected benefit
obligations were $103 million at Dec. 31, 2003, and $94 million at Dec. 31, 2002. Because of the nature
of such plans, there are no plan assets.

Section 401(1) account fransfers o NS, from pension assts, were zero i 2003 and $18 million in 2002
as reimbursement for medical payments for rtirees.

During 2003, NS amended ifs retiree medical plan to require participants refiring after Dec. 31,2003 to
share ia any increased medical costs. Contributions will be determined annvally and will increase at 2

&8




[image: image2.png]cate similar o that of active nonagreement employees. The amendment decreased the retree medical
benefit bligation by $51 milion

Pension and Other Postretirement Benefit Costs Components

Pension benefits
Service cost s
Interest cost
Curtailment loss
Expected refurn on plan assets
Amortization of prior service cost
Amortization of nitial net asset
Recognized net actuarial gains (losses)
Net benefit s

Other postretirement benefits

Service cost s 18 s Bos 1
Interest cost 40 3 33
Curtailment loss 10
Special tenmination benefits 17
Expected refurn on plan assets )
Amortization of prior service cost 0]
Amortization of unrecognized losses 14
Net cost s 80 s s

Pension Assumptions

Pension and ottier postretirement benefif casts are determined based on achuasial valuations that reflect
appropriate assumptions as of the measurement date, ordinarily the beginning of each year. The funded
status of the plans is determined using appropriate assumptions as of each year end. A summary of the
‘major assumptions follows

2003

Funded status:

Discount rate 675%
Future salary increases 45%
Pension cost:
Discount rate 725%
Return on assets in plans 0%
Future salary increases 45% 5%

Health Care Cost Trend Assumptions

For measurement purposes, increases in the per capita cost of covered health care benefis were assumed
o be 9% for 2004 and 8% for 2005. It is assumed the rate will decrease gradually to an ultimate rate of
5% for 2008 and remain at that level thereafter
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