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Katie Cook Norfolk Southern Corporation - IR
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Jim Squires Norfolk Southern Corporation - President

P R E S E N T A T I O N

Operator

Greetings and welcome to the Norfolk Southern 2015 first-quarter expected earnings announcement. At this time, all participants are in a listen-only
mode.

(Operator Instructions)

As a reminder, this conference is being recorded. I would now like to hand the conference over to your host, Katie Cook, Director of Investor
Relations. Thank you, Ms. Cook. You may now begin.

Katie Cook - Norfolk Southern Corporation - IR

Thank you, Rob, and good morning. Before we begin today's call, I would like to mention that a transcript and download of today's call will be
posted on our web site. Please be advised that during this call, we may make certain forward-looking statements.

These forward-looking statements are subject to a number of risks and uncertainties, and our actual results may differ materially from those
projected. Please refer to our annual and quarterly reports filed with the SEC for a full discussion of those risks and uncertainties we view as most
important. Now, it is my pleasure to introduce Norfolk Southern Chairman and CEO, Wick Moorman.

Wick Moorman - Norfolk Southern Corporation - Chairman & CEO

Thank you, Katie, and thank you to all of you who are joining us today. Our President, Jim Squires is with me as well. We both appreciate you
listening in on what was obviously a little shorter notice than usual. As all of you know, we issued a press release yesterday evening announcing
our first-quarter earnings of $1 per share, 15% lower than last year.

The purpose of this call is not to replace our normal quarterly call, which is scheduled for April 29th. And to that end, we won't be doing any Q&A
today, but Jim and I both thought that it would be a good idea to give you at least a little more color on the press release. I will lead off with some
perspective on how we view what happened in the first quarter along with an operational update. And Jim will discuss our markets and a high-level
view of our financials.

Clearly, our first-quarter results were not in line with what you or we had expected them to be. And, as is often the case, there were a number of
drivers of the results. As expected, lower fuel surcharges had an impact on our top-line revenues. We saw another very severe set of weather
patterns in our service territory, which while a few weeks shorter than last year, again slowed our operations, increased our expenses, and impacted
our volumes for the quarter.

Along with that, we saw some significant mix changes in both our coal and industrial products businesses, which restricted growth and revenue
per unit. However, as Jim will discuss, with the exception of our coal volumes and the on going effect of lower fuel surcharges, we believe that
most of these issues are transitory in nature, and by the second half of the year should be largely abated.
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Looking at our or operations for the quarter, as all of you know, we made strides towards improving our network velocity and service levels in the
fourth quarter of last year. This was the result of a lot of hard work throughout 2014 to bring on sufficient resources, principally [crews] and
locomotives to match our volume growth.

While our operations were still somewhat impaired at the beginning of the year, we largely held on to the service gains we had made in December
through the early bad weather that we experienced in January. But the sustained severe weather that we saw through February and into March
had a pronounced effect on network velocity and all of our service metrics, as well as traffic levels.

Consistent with our expectations, as the bad weather cleared, we've seen the network slowly but steadily improve. And we fully expect that trend
to continue through the second quarter with our velocity and service levels reaching those of 2012 and 2013 in the second half of this year.

While we've have already brought on a lot of resources, there are still some more in pipeline, particularly people in training, which will help ensure
service recovery. We did spend a lot of additional money on operations, including training in the first quarter, as Jim will tell you. There will be
some additional spending in the second quarter as well. But we are already starting to see reductions from the first quarter in terms of expenses,
such as [recrews] and overtime and that improvement will continue as well.

As we have told you before, as our network velocity increases our expenses go down and restoring velocity is our highest priority. Even more
importantly, our service product improves along with our opportunities for business growth. And our customers are now starting to see improvement
in our service levels as well.

Mark Manion will have all of the relevant metrics for our call in a couple of weeks. But for now, let me turn it over to Jim for some remarks on our
revenues and earnings and the outlook for the remainder of the year.

Jim Squires - Norfolk Southern Corporation - President

Thank you, Wick, and good morning, everyone. Obviously, revenues for the first quarter did not meet our expectations, primarily due to
lower-than-expected coal volumes, difficult weather, and service-related delays. We did realize volume growth in key segments of our franchise,
including intermodal, crude oil, natural gas liquids, and automotive, generating overall volume of 1.8 million units, up 2% over last year. This helped
offset the impact of lower fuel surcharge revenue and negative mix, that combined to lower our overall revenues by 5% to $2.6 billion.

Three basic factors provide a framework for understanding the overall revenue decline in the quarter. First, fuel surcharge revenue declined by
$132 million. As we discussed during our January earnings call, a fuel-surcharge drag on the top line is expected to persist through the rest of the
year given current oil prices, and the comps for fuel surcharge, which, as you know, get tougher in the second and third quarters.

Second, coal remains challenging across the board. In the first quarter, significantly lower volume to export and utility customers drove reduced
revenues, along with lower fuel surcharges, as already described. US export coals are struggling to compete in the global marketplace right now,
and the rise in the value of the dollar has only exacerbated the difficulty.

At the same time, utility coal faced stubbornly low natural gas prices, while severe winter weather suppressed coal deliveries into New England.
Export coal volumes fell at a significantly higher rate than utility coal volume, producing a negative mix effect in coal revenue per unit.

Third, we did see price gains broadly across our business segments and believe we can continue to achieve such increases at or above the rate of
rail inflation in the future. This quarter, we experienced core price growth in five of our seven major commodity groups, while in the remaining
two, price was essentially flat. However, despite these increases, revenue per unit, excluding fuel, was still down in four of the seven business
segments because of negative mix effects.

I have already described what occurred in coal. This effect is found in other commodity groups as well, such as metals and construction where
volume increased but in lower rated sand, gravel and aggregates, while higher rated coal coil steel volumes declined. Similarly, automotive, which
had fewer auto parts and more bilevel traffic, negatively impacting RPU. And chemicals too had mix changes negatively impacting RPU.
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Looking ahead, the economy continues to expand, albeit slowly, and the outlook for manufacturing remains favorable. Improvements in housing
should favor several of our market segments including consumption-driven businesses. Intermodal volumes, which grew at 5% in the first quarter,
should stay on their current strong trajectory. However, coal is likely to remain tough.

Also the next few quarters will face difficult overall comparisons to last year, and we do not currently expect revenues to be higher this year than
last, largely due to coal. But, with continued service recovery and steady economic growth, we do expect a more robust top-line performance,
particularly in the second half of the year.

Now let's shift gears a bit and look at the financial impact. The weather effects and service recovery efforts that Wick spoke about a few minutes
ago added significant additional costs in the first quarter. Total operating expenses are expected to be about 3% lower than the first quarter of last
year. However, the reason for the decline is due to lower fuel prices, as all other expense categories are showing increases.

Now, let me give you an idea of the magnitude of the decrease in fuel, and then I will talk about the other expenses. Total fuel costs are expected
to decline by $168 million, or 39%. This is largely due, as you would expect, to much lower prices than a year ago, though we also had some
improvement in consumption for gross ton mile.

All other operating expenses, in total, are expected to increase a little over $100 million, or 7%, versus the first quarter of 2014. This includes not
only the normal inflationary and volumetric increases, but also some nonrecurring items I would like to highlight.

First, additional costs associated with the weather and service recovery efforts. These totaled approximately $40 million and were incurred in the
areas of compensation for extra service hours and new employees, purchase services and rents related to the decrease in velocity, fuel for additional
running time, and materials for locomotive repairs. Higher labor-related costs were the single largest component of the recovery expenses.

Wick mentioned our significant number of new hires. While these employees are in their training period, they are not yet in trained service.
Accordingly, we still incurred more straight time and overtime from qualified employees. A similar dynamic also exists in the mechanical area with
apprentices.

Adding to these operating labor expense increases, we also incurred an $11-million signing bonus as part of our new agreement with the Brotherhood
of Locomotive Engineers and Trainmen. As Wick described, we expect some of the service recovery expenses to continue into the second quarter.

We do not expect them to be as high as in the first quarter as we gradually improve the network performance. Currently, we estimate $25 million
of recovery costs in the second quarter. And during our regular analyst call on April 29th, we will provide more detail for each expense category.

Now I will turn it back to Wick.

Wick Moorman - Norfolk Southern Corporation - Chairman & CEO

Thank you, Jim. Let me conclude by just briefly summing up the quarter from our perspective. As all of you know, railroad company is comprised
of a large number of moving parts and a lot of forces. Some of them are within our control and some of them are not. And every so often, we get
a quarter like this one in which a lot of the parts move against us.

Sometimes, we have a quarter in which the forces are almost completely with us. I will just say parenthetically those are more fun. However, the
important thing for Norfolk Southern is that we have a consistent, proven strategy on how to grow the Company and our earnings. We have
excellent plans based on that strategy and a great team to execute it.

Jim and I are obviously somewhat disappointed in our first-quarter results, and as I said earlier, we would expect the same issues to adversely affect
the second quarter to some degree. That said, we don't see anything in the results or the issues that causes us to doubt that we will rebound
effectively from a service standpoint in the second half of the year and that our Company is on the right track.
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As we have discussed, we see both some headwinds and bright spots for the balance of the year from a markets and revenue perspective, but by
providing the best possible service product that we can, we are confident that we will capture the business that's available to us at margins that
drive positive shareholder returns.

Thank you again for joining us today, and we look forward to talking more with all of you in a couple of weeks.

Operator

Thank you. This concludes today's teleconference. You may disconnect your lines at this time. Thank you for your participation.
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