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Independent Auditors’ Report

The Board of Directors and Stockholders
National Railroad Passenger Corporation:

We have audited the accompanying consolidated balance sheets of National Railroad Passenger
Corporation (Amtrak or the Company) and subsidiaries as of September 30, 2005 and 2004, and the
related consolidated statements of operations, comprehensive loss, cash flows and changes in
capitalization for the years then ended. These consolidated financial statements are the responsibility of
Amtrak’s management. Our responsibility is to express an opinion on these consolidated financial
statements based on our audits.

We conducted our audits in accordance with auditing standards generally accepted in the United States of
America. Those standards require that we plan and perform the audit to obtain reasonable assurance about
whether the financial stalements are free of material misstatement. An audit includes consideration of
internal control over financial reporting as a basis for designing audit procedures that are appropriate in
the circumstances, but not for the purpose of expressing an opinion on the effectiveness of the Company’s
internal control over financial reporting. Accordingly, we express no such opinion. An audit includes
examining, on a test basis, evidence supporting the amounts and disclosures in the financial statements.
An audit also includes assessing the accounting principles used and significant estimates made by
management, as well as evaluating the overall financial statement presentation. We believe that our audits
provide a reasonable basis for our opinion.

The Company has a history of substantial operating losses and is highly dependent upon substantial
Federal government subsidies to sustain its operations. There are currently no Federal government
subsidies authorized or appropriated for any period subsequent to the fiscal year ending September 30,
2006 (“fiscal year 2006”). Without such subsidies, Amtrak will not be able to continue to operate in its
current form and significant operating changes, restructuring or bankruptcy may occur. Such changes or
restructuring would likely result in asset impairments.

In our opinion, the consolidated financial statements referred to above present fairly, in all material
respects, the financial position of Amtrak and subsidiaries as of September 30, 2005 and 2004, and the

results of their operations and their cash flows for the years then ended in conformity with U.S. generally
accepted accounting principles.

KPMme LLP

February 17, 2006

EPMG LLP, 8 U.S. limited liability partnership, is the U.S,
member firm of KPMG International, a Swiss cooperative.



National Railroad Passenger Corporation and Subsidiaries (Amtrak)

Consolidated Balance Sheets
(In Thousands of Dollars, Except Share Data)

ASSETS
Current Assets:

Cash and cash eqUIVAIENTS ..........coiveiiiiiic e
ShOrt-term INVESIMENTS.....c..ciiieicieicesee e e

Accounts receivable, net of allowances of $11,474 and

$23,029 at September 30, 2005 and 2004, respectively ..........c.coceeeevrerienn.
Materials and SUPPHIES = NEL........coviiiiieiiiicee e
OthEr CUITENT BSSELS ...vuvevietetiiieieiee st

TOtal CUITENT ASSELS ...vviveiveireceiiereste ettt be b

Property and Equipment:

LOCOMOTIVES ...t
Passenger cars and other rolling StOCK ...........ccooeoireniiiiiiiieic e
Right-of-way and other properties ...
Leasehold IMPrOVEMENTS .......c.coeiiiireireieese et
Property and eqUIPMENT, GFOSS .......cccereerierieienieneee e
Less - Accumulated depreciation and amortization ...........c.ccoceeeeeiereiicnenns

Total property and equUIPMENt, Nt ..........ooeirriiiiii e

Other Assets, Deposits, and Deferred Charges:

Escrowed proceeds on sale-1easebacks ...........coeveveiiiiniiieniniiiinciese e
Deferred charges, deposits, and Other ...........ccccevvivreiiveiii e

Total other assets, deposits, and deferred charges ..........ccccccvvevveviinrnane,
LI = = S]] (PSS

LIABILITIES and CAPITALIZATION
Current Liabilities:

ACCOUNTS PAYADIE ....c.ocviiiicec s
Accrued expenses and other current liabilities ..........ccccovvevciiciiinciescnn,
Deferred tiCket FEVENUE ..ot
Current maturities of long-term debt and capital lease obligations ................

Total current Habilities .......coocvieiiiiiccc e

Long-Term Debt and Capital Lease Obligations:

Capital 1ease 0blGAtioNS .........ccoeeririiie e
IMIOTEGAGES ...ttt ettt ettt b e e b nn s
Equipment and other debt ...

Total long-term debt and capital lease obligations ............ccccoccoiiininenns

Other Liabilities and Deferred Credits:

Deferred state capital PAYMENTS .......c.ceoviirieiiiisi s
CASUAILY TESEIVES ..ottt sttt ettt a et saebesnens
Deferred gain on sale-16asebacks ............ccociviericiincieiiiciesec e
Postretirement employee benefits obligation ..o,
ENVIrONMENLAl FESEIVE .....cuiviiiieeisiee e

Commitments and Contingencies
Capitalization:
Preferred stock - $100 par, 109,396,994 shares authorized, issued and

outstanding at September 30, 2005 and 2004 .........cccccvverreierieinsieneniens

Common stock - $10 par, 10,000,000 shares authorized, 9,385,694

issued and outstanding at September 30, 2005 and 2004 ...........c.cccovenee.
Debt and other paid-in capital ............cooveviviiiiiiciseecee e
Accumulated defiCit ..ot
Accumulated comprehensive income (10SS) ......cccovveviveieieveienerecese s
Total capitalization ..o s
Total liabilities and capitalization ...

September 30,
2005 2004
$ 75,261 $ 247,400
63,164 -
96,810 64,862
143,203 121,356
72,786 43,360
451,224 476,978
1,500,447 1,588,017
2,851,008 2,934,447
8,302,137 8,061,148
229,574 225,174
12,883,166 12,808,786
(4,804,416) (4,704,188)
8,078,750 8,104,598
853,631 844,923
363,846 398,787
1,217,477 1,243,710
$ 9,747451  $ 9,825,286
$ 213,114 % 216,858
481,072 543,069
68,750 65,842
138,434 129,135
901,370 954,904
3,118,170 3,233,829
252,950 264,045
154,331 174,736
3,525,451 3,672,610
509,441 406,737
185,603 210,797
439,762 482,628
281,562 216,284
56,102 46,064
18,100 29,718
1,490,570 1,392,228
5,917,391 6,019,742
10,939,699 10,939,699
93,857 93,857
13,559,085 12,328,381
(20,751,127) (19,558,782)
(11,454) 2,389
3,830,060 3,805,544
$ 9747451 $ 9,825,286

The accompanying Notes are an integral part of these Consolidated Financial Statements



National Railroad Passenger Corporation and Subsidiaries (Amtrak)
Consolidated Statements of Operations

(In Thousands of Dollars)
Twelve Months Ended

September 30,
2005 2004

Revenues:
PaSSENGEN FEIALEM .....c.ciriiiicicieree et $ 1435884 $ 1,448,591
COMIMUEET ..ottt ettt 119,354 118,612
OBNBE ettt 302,322 276,359
State capital PAYMENTS ....coiiiiiiiieee e 28,692 21,844
TOLAI FEVENUES ...ttt sttt b et sbe e s sba s s ees 1,886,252 1,865,406
Expenses:
Salaries, wages, and Benefits ........cccccvviieiciiiiiiec 1,477,168 1,452,418
TrAIN OPEIALIONS .vevvivvevietesieiete sttt sttt sa et e et sb e e snestenneneas 193,277 187,329
Fuel, power, and ULIHIIES .....c.ccvvveviiii e 227,470 183,971
IVIAEEITALS ...ttt ettt et e e et e et e ettt e st e st e et e e st e eareeerreesnanes 132,544 148,938
Facility, communication, and office related .............ccccoecvireinisercce e, 131,431 129,418
AAVErtising and SAIES ........c.cceiirieiriieice e 71,093 77,514
Casualty and other ClaIMS .........cccceviiiiiiiic e 60,259 89,012
Depreciation - net of amortization ...........cccceeeveveisiiiienci s 557,901 551,370
L@ 13 OSSR 194,992 218,106
Indirect cost capitalized to property and eqUIPMENt ........c.ccceerveivnerereeesieseene (105,839) (88,114)
TOLAl EXPENSES ...ttt sttt bbbt re s 2,940,296 2,949,962
Net loss from continuing operations before

other (iNCOME) aNd EXPENSE .....ccveveiririeieisese e 1,054,044 1,084,556
Other (Income) and Expense:
INEEIESE INCOME ...ttt bbbt (82,062) (74,152)
INTEIEST EXPENSE vttt bbbt nr e en 206,783 203,747
Other EXPENSE = NEL ...cuvciiiicice e ens 124,721 129,595
Net loss from continuing OPerations .........c.ccocevvereriiinennine e 1,178,765 1,214,151
Net loss from discontinued OPErations ..........cocoviieneriniineneine e 13,580 94,741
INBE LOSS .ttt $ 1192345 $ 1,308,892

The accompanying Notes are an integral part of these Consolidated Financial Statements



National Railroad Passenger Corporation and Subsidiaries (Amtrak)

Consolidated Statements of Comprehensive Loss

(In Thousands of Dollars)
Twelve Months Ended

September 30,
2005 2004
INBE TOSS .t $ 1192345 $ 1,308,892
Other Comprehensive (Income) Loss:
Unrealized 10ss (gain) 0N deriVatiVeS .........ccoeeivineiiiiineneise s 1,748 (2,731)
Unrealized loss (gain) on minimum pension liability adjustment ................... 12,095 (5,961)
COMPrENENSIVE 0SS .....oveeveiiiiiiiici e $ 1,206,188 $ 1,300,200

The accompanying Notes are an integral part of these Consolidated Financial Statements



National Railroad Passenger Corporation and Subsidiaries (Amtrak)
Consolidated Statements of Cash Flows

(In Thousands of Dollars)
Twelve Months Ended

September 30,
2005 2004
Cash Flows From Operating Activities:
INEE TOSS vttt ettt ettt ettt s s st e b et nes $ (1,192,345) $ (1,308,892)
Adjustments to reconcile net loss to net cash used in operating activities:
Depreciation net of amortization .............ccocooeieiiienieiene e 547,431 569,723
Impairment related to discontinued Operations..........c.ccoevveveivrieseseseresieannns 10,470 82,388
Sale of property and settlement of litigation ............ccccoce i (500) (14,307)
(@111 SRS (4,246) (7,141)
Changes in assets and liabilities:
ACCOUNLS TECRIVADIE ..o (21,638) 21,888
Materials and SUPPIIES ....ccveveeiieiieiie e e (30,591) (11,187)
OLher CUITENT ASSELS ....vevvevreieiesiesieie e se et s e e re e e e enens (7,902) (8,552)
Other assets, deposits, and deferred charges ..........cccoceveeeiiiiieienciccnn 5,906 (45,672)
Accounts payable, deferred ticket revenue, and other current liabilities....... (54,565) (374)
Deferred federal and state capital payments ...........c.ccoceveieiiiniiiic i (28,692) (21,844)
Other liabilities and deferred Credits ........c.cocovveriieieneieneieee e, 36,070 63,508
Net cash used in operating aCtiVities ...........ccooovoereieiiiine e (740,602) (680,462)
Cash Flows From Investing Activities:
Purchases and refurbishments of property and equipment .............c.cccooeverennnne (596,889) (523,326)
Proceeds from disposals of property and equipment .........ccocvevevereeiesnncseriene 1,208 2,943
Purchase of short-term iNVEStMENLS...........ccoe i e (308,702) -
Proceeds from dispositions of short-term investments..........cc.ccocevevevveevsnrenene 245,548 -
Net cash used in iNVesting aCtiVities .........c.ccoovrereieiiiiiise e (658,835) (520,383)
Cash Flows From Financing Activities:
Proceeds from federal paid-in capital ...........ccocoveiiiiiiiii e 1,203,296 1,266,383
Proceeds from state capital PaYMENLS .......cccevverieieiinie s 148,803 108,699
Proceeds from borrowings and lease finanCings .........ccccoceveeiiinenenencisicnenne - 10,113
Repayments of debt and capital lease obligations ...........cc.ccecvvvveiiivicesnnesieen, (124,801) (119,004)
Net cash provided by financing activities ..o 1,227,298 1,266,191
Net increase (decrease) in cash and cash equivalents ...........ccoccocevevveereivinsiennn, (172,139) 65,346
Cash and cash equivalents-beginning of year ...........ccoccocoieiiiiininiiieeee, 247,400 182,054
Cash and cash equivalents-end of YEar ...........ccccceveveiericiincee e, $ 75,261 $ 247,400
Supplemental Disclosure of Cash Payments:
Interest paid (net of amounts capitalized and non-cash defeased
capital 18aSE INTEIESL) ....ocvcviiveriieceecee e $ 153,234  $ 157,587
Supplemental Disclosure of Noncash Investing and Financing Activities:
Property acquired with escrowed deposit ...........cooeveirieiienene e $ 11583 $ 18,882
Other non-cash decreases in property, includes accruals of
amounts due fOr PUICRASES .........ccevieiiiiiiee et $ (26,652) $ (3,529)
Debt and capital lease reduction through use of escrow deposits ..........c..cceeeeene $ 4739 % 4,472
Capital lease reduction OffSet t0 @SSELS........ecivririieiiieieriee e $ (8,746) $ -
Reduction in fixed assets due to settlement of litigation ...............cccccceverieenane, $ - $ 55,267
Refinancing of equipment obligations into capital 1€aSes ..........c.ccocovererceiennn. $ - $ 21,162
Net property acquired through capital lease obligations ...........ccccoevvvvvevccrennnn, $ - $ 584

The accompanying Notes are an integral part of these Consolidated Financial Statements



National Railroad Passenger Corporation and Subsidiaries (Amtrak)

Consolidated Statements of Changes in Capitalization
(In Thousands of Dollars)

Accumulated

Preferred Common Debt and other Accumulated comprehensive
stock stock paid-in capital deficit income (loss) Totals
Balance at September 30, 2003 .........c..cccoee. $ 10,939,699 $ 93,857 $ 11,046,225 $ (18,249,890) $ (6,303) $ 3,823,588
Federal paid-in capital ..........ccccooeriiireiennns - - 1,266,383 - - 1,266,383
Federal capital and other payments ............ - - 15,773 - - 15,773
N 1C - - - (1,308,892) - (1,308,892)
Unrealized gain/ (loss) on derivatives and
minimum pension liability adjustment...... - - - - 8,692 8,692
Balance at September 30, 2004 ..................... 10,939,699 93,857 12,328,381 (19,558,782) 2,389 3,805,544
Federal paid-in capital ..........ccccooereeireiennnns - - 1,203,296 - - 1,203,296
Federal capital and other payments ............ - - 27,408 - - 27,408
N 1C - - - (1,192,345) - (1,192,345)
Unrealized gain/ (loss) on derivatives and
minimum pension liability adjustment...... - - - - (13,843) (13,843)
Balance at September 30, 2005 ..................... $ 10,939,699 $ 93,857 $ 13,559,085 $ (20,751,127) $ (11,454) $ 3,830,060

The accompanying Notes are an integral part of these Consolidated Financial Statements



National Railroad Passenger Corporation and Subsidiaries (Amtrak)

Notes to Consolidated Financial Statements
For the Years Ended September 30, 2005 and 2004

NOTE 1: NATURE OF OPERATIONS

The National Railroad Passenger Corporation (“Amtrak” or the “Company”) is a passenger
railroad. The United States government (the “Federal Government”) through the United States
Department of Transportation (the “DOT”) owns all issued and outstanding preferred stock. Its principal
business is to provide rail passenger transportation service to the general public in the major intercity
travel markets of the United States. The Company also operates commuter rail operations on behalf of
several states and transit agencies, provides equipment and right-of-way maintenance services, and has
leasing operations.

NOTE 2: BUSINESS CONDITION AND LIQUIDITY
Operations and Liquidity

Amtrak was incorporated in 1971 pursuant to the Rail Passenger Service Act of 1970 and is
authorized to operate a nationwide system of passenger rail transportation. The Company has a history of
recurring operating losses and is dependent on subsidies from the Federal Government to operate the
national passenger rail system and maintain the underlying infrastructure. These subsidies are usually
received through annual appropriations. Amtrak’s ability to continue operating in its current form is
dependent upon the continued receipt of subsidies from the Federal Government.

The enactment on November 30, 2005 of the Department of Transportation Appropriations Act,
2006 (the “2006 Act”) as Public Law 109-115 authorizes the Secretary of the United States Department
of Transportation (the “Secretary”) to make quarterly grants to Amtrak from a total appropriation of
$1.315 billion, subject to certain rescissions, that nets to $1.294 billion available for distribution. The
2006 Act gives the Secretary oversight of the fiscal spending of the Company and enables the Secretary to
make grants to the Company, to remain available until September 30, 2006, providing a maximum of
$495.0 million (reduced to $490.0 million) for operating subsidy grants, $780.0 million (reduced to
$772.2 million) for capital subsidy grants and $40 million (reduced to $31.4 million) for an efficiency
incentive subsidy grant. Of the $780 million capital subsidy grants, $280 million (reduced to $277.2
million) shall be for debt service obligations.

The Secretary may reserve $60 million, as directed by the Surface Transportation Board, to fund
costs of commuter rail service should Amtrak cease operations. The $60 million reserve may reduce the
amount ultimately available to Amtrak as an operating subsidy. This amount is subject to the partial
rescission and may ultimately be made available to Amtrak during the fourth quarter of fiscal year 2006.
The Secretary is also directed to reprogram not less than $5 million (reduced to $4.95 million) of the
operating subsidy grant to be expended for the development and implementation of a managerial cost
accounting system (including average and marginal unit cost capability).

Amtrak and the Secretary were directed by the Consolidated Appropriations Act, 2005 (the “2005
Act”) to agree on a schedule for the repayment in five annual installments beginning in fiscal year 2005
of the $100 million loan grant by the Federal Railroad Administration (FRA) made in July 2002 (see Note
7) with such payments to be made within thirty days of enactment of each annual act, otherwise all
principal and interest shall come due as provided for under the existing terms of the loan grant. Pursuant
to this agreement, Amtrak made the second of five annual installments in December 2005.

The Company has received $542.8 million of the fiscal year 2006 appropriation through January
31, 2006. The Company believes that it can achieve its planned results and that it will receive the full
amount appropriated under the 2006 Act. To the extent that less than the full appropriation is received
from the DOT or the Company’s funding needs are greater than $1.294 billion plus $138.4 million
combined of cash on hand and short-term investments, due to operating results or the unfavorable



National Railroad Passenger Corporation and Subsidiaries (Amtrak)
Notes to Consolidated Financial Statements

resolution of contingencies or other matters, the Company may not have sufficient funds to operate
through the end of fiscal year 2006.

There are currently no Federal Government subsidies authorized or appropriated for years
subsequent to September 30, 2006. To the extent that a regular appropriation has not been approved prior
to October 1, 2006, the Company expects to receive interim Federal Government funding under
continuing resolutions until the fiscal year 2007 funding is approved. There can be no assurances that the
Company will receive adequate funding to continue operations in its current form in fiscal year 2007 and
beyond. Failure to receive sufficient subsidies may result in severe operational changes and/or
restructuring which would likely result in asset impairments and potential bankruptcy or reorganization.

NOTE 3: SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
Principles of Consolidation

The Consolidated Financial Statements reflect the consolidated operations of Amtrak: its three
wholly owned subsidiaries, Chicago Union Station Company (CUS), Passenger Railroad Insurance,
Limited (PRIL), and Penn Station Leasing, LLC (PSL); its 99.7% interest in Washington Terminal
Company (WTC); and its 99% interest in 30th Street Limited, L.P. (TSL). In addition, Amtrak has
consolidated certain operations owned by the Pennsylvania Economic Development Financing Authority
(PEDFA) (see Note 7). All significant intercompany balances and transactions have been eliminated.

Reclassifications

Certain reclassifications have been made to the prior year’s Consolidated Financial Statements
and accompanying Notes to conform to the fiscal year 2005 presentation. These reclassifications have no
effect on prior year reported net loss.

Cash Equivalents

All short-term investments with original maturities of less than 90 days are considered cash
equivalents. Cash equivalents are stated at cost, which approximates fair value because of the short
maturities of these instruments.

Short-Term Investments
Short-term investments consist of auction rate securities with original maturities of more than 90
days.

Accounts Receivable

Accounts receivable are recorded at the invoiced amount and do not bear interest. The allowance
for doubtful accounts is the Company’s best estimate of the amount of probable credit losses in the
Company’s existing accounts receivable.

Materials and Supplies

Materials and supplies, which are stated at the lower of weighted-average cost or market, consist
primarily of items for maintenance and improvement of property and equipment. An allowance for
shrinkage and obsolescence is provided for materials and supplies based on specific identification and
turnover rates.

Derivative and Hedging Activities

Amtrak periodically enters into heating oil contracts with durations of 12 months or less to
manage a portion of the exposure to fluctuating diesel prices. Changes in the price of heating oil
contracts have a high correlation to changes in the price of diesel fuel and therefore, qualify as cash flow
hedges under Statement of Financial Accounting Standards (SFAS) No. 133, “Accounting for Derivative
Instruments and Certain Hedging Activities” (SFAS 133), as amended. These derivative financial

2



National Railroad Passenger Corporation and Subsidiaries (Amtrak)
Notes to Consolidated Financial Statements

instruments, which inherently contain market risk, are generally effective in reducing fluctuations in cash
flows. The market risk is the potential adverse effect on the value of heating oil contracts that results
from a change in heating oil prices. The market risk is managed by monitoring parameters that limit the
types and degree of market risk that may be undertaken. Amtrak does not enter into fuel hedge contracts
for trading or speculative purposes.

Amtrak records the fair market value of fuel hedge contracts in “Other current assets” in the
Consolidated Balance Sheets. On an ongoing basis, Amtrak adjusts the balance sheet to reflect the
current fair market value of fuel hedge contracts. The effective portion of the related gains or losses on
these contracts is deferred as a component of “Other comprehensive income”. These deferred gains and
losses are recognized in income in the period in which the related diesel fuel purchases being hedged are
consumed and recognized in expense. The ineffective portion of the change in the value of the fuel hedge
contracts is immediately recognized in income. Amtrak calculates the ineffective portion of the hedge
performance using the dollar-offset method. The ineffective portions of the fuel hedge contracts are
included as a component of “Fuel, power, and utilities” in the Consolidated Statements of Operations. If
at any time the hedge no longer qualifies for hedge accounting treatment, expires, is sold, terminates, is
exercised, or it becomes probable that the forecasted transaction will not occur, the net gain or loss
accumulated in “Other comprehensive income” is reclassified into earnings.

For fiscal years 2005 and 2004, pursuant to SFAS 133, as amended, Amtrak recognized net
decreases of $6,862,000 and $4,895,000, respectively, to fuel cost associated with these derivative fuel
contracts. At September 30, 2005 and 2004, Amtrak had derivative fuel contracts with fair values of
$952,000 and $3,031,000, respectively. The effective portions of these contracts, which qualify as cash
flow hedges, amounted to an unrealized gain of $641,000 and $2,389,000 as of September 30, 2005 and
2004, respectively. The effective portion at September 30, 2005 will be reclassified into earnings during
fiscal year 2006.

Property and Depreciation

Property and equipment are stated at cost, and are depreciated over their estimated useful lives on
a straight-line basis using the straight-line composite group method (group method) of depreciation in
which a single depreciation rate is applied to the gross investment in a particular class of property, despite
differences in the service life or salvage value of individual property units within the same class. Property
held under capital leases and leasehold improvements are depreciated over the shorter of their estimated
useful lives under the group method or their respective lease terms. Upon normal sale or retirement of
depreciable property, the cost less the net salvage value is charged to ‘Accumulated depreciation” and no
gain or loss is recognized. Significant premature retirements of depreciable property and the disposal of
land are recorded as gains and losses at time of occurrence. Locomotives, passenger cars and other
rolling stock are depreciated using useful lives ranging up to 35 years. Right-of-way and other properties
(excluding land) are depreciated using useful lives ranging up to 105 years. Other equipment including
computers, office equipment and maintenance equipment is depreciated using useful lives ranging up to
30 years. Expenditures that significantly increase asset values or extend useful lives are capitalized.
Repair and maintenance expenditures, including preventative maintenance, are charged to operating
expense when the work is performed. The cost of internally developed software is capitalized in
accordance with Statement of Position 98-1, “Accounting for the Costs of Computer Software Developed
or Obtained for Internal Use” and amortized over its estimated useful life, which generally does not
exceed 5 years. Amtrak capitalizes interest costs in connection with the construction of major facilities,
locomotives, and passenger cars. Capitalized interest is recorded as part of the asset to which it relates
and is depreciated over the asset’s useful life. Interest of $707,000 was capitalized in fiscal year 2004.
No interest was capitalized in fiscal year 2005.



National Railroad Passenger Corporation and Subsidiaries (Amtrak)
Notes to Consolidated Financial Statements

Casualty Losses and Claims

Provision is made for Amtrak's portion of the estimated actuarial liability for unsettled casualty
and other claims. Personal injury liability and ultimate loss projections are undiscounted and estimated
using standard actuarial methodologies. These actuarial methods include unasserted claims. As of
September 30, 2005 and 2004, the current claims liability included in “Accrued expenses and other
current liabilities” was $95,200,000 and $105,500,000, respectively. Included in “Deferred charges,
deposits, and other” in the Consolidated Balance Sheets at September 30, 2005 and 2004, are estimated
insurance recoveries of $49,191,000 and $79,522,000, respectively, which relate to loss events that
Amtrak has incurred.

Advertising

The Company expenses advertising costs as incurred and reports these amounts in “Advertising
and Sales” in the Consolidated Statements of Operations. Advertising expenses were $30,890,000
and $36,216,000 for the fiscal years ended September 30, 2005 and 2004, respectively.

Impairment of Long-Lived Assets

Properties and other long-lived assets are reviewed for impairment at a system-wide level
whenever events or business conditions indicate that the carrying amount of such assets may not be fully
recoverable. If circumstances warrant, an impairment review is made at the component level for assets or
groups of assets. Initial assessments of recoverability are based on estimates of undiscounted future net
cash flows and include estimated future operating and capital funding expected to be received from the
Federal Government over the expected lives of the assets. Where impairment is indicated, the assets are
evaluated for sale or other disposition, and their carrying amount is reduced to fair value based on
discounted net cash flows, or other estimates of fair value. In 2004, the Company recorded a significant
impairment charge associated with exiting its ‘Mail and Express’ business (see Note 4).

In fiscal year 2004, the Company recorded an impairment charge, in addition to the amounts
disclosed in Note 4, of approximately $20.5 million associated with a group of locomotives and other
rolling stock with a net book value of $31.4 million that will be prematurely retired due to certain
operational changes. This impairment charge is included in “Depreciation — net of amortization” in the
Consolidated Statements of Operations. The impaired assets were subject to capital leases totaling $36.7
million at September 30, 2004 and included in “Capital lease obligations” in the Consolidated Balance
Sheets. The impaired assets were reduced to their estimated fair value of $10.9 million, based on current
market quotes and values of similar assets, less costs to sell and are included in “Locomotives” and
“Passenger cars and other rolling stock” in the Consolidated Balance Sheets as of September 30, 2004. In
2005, the Company recorded an additional impairment charge of $8.5 million on these assets, which is
included in “Depreciation — net of amortization” in the Consolidated Statements of Operations.

The Company assumes future Federal Government funding at levels consistent with those
discussed in Note 2 and historical funding in performing its impairment analysis. At this level of funding,
the system-wide carrying amounts of the Company’s long-lived assets are recoverable. The Company
believes that continued funding at historical levels is their best estimate of the future. If future Federal
Government funding levels drop below these levels, substantial impairments may occur.

Revenue Recognition

“Passenger related” revenue in the Consolidated Statements of Operations, for fiscal years 2005
and 2004, includes ticket revenue, state contribution revenue associated with requested service provided
by Amtrak beyond that included in the basic route system, and food and beverage revenue as shown
below (in millions):



National Railroad Passenger Corporation and Subsidiaries (Amtrak)
Notes to Consolidated Financial Statements

2005 2004
Ticket $ 12161 $ 1,230.8
State contribution 140.9 137.4
Food and beverage 78.9 80.4
Total passenger related revenue $ 14359 $ 1,448.6

These revenues are recognized as operating revenues when the related services are provided. Amounts
received for tickets that have been sold but not used are reflected as "Deferred ticket revenue" in the
Consolidated Balance Sheets.

“Commuter” revenue includes the revenues earned under contractual arrangements to operate
various commuter rail services for a cost-based fee.

“Other” revenue, for fiscal years 2005 and 2004, includes other transportation revenue from use
of Amtrak-owned tracks and other services, revenue from reimbursable engineering and capital
improvement activities, commercial development revenue from station rent, right-of-way fees and retail
rent, and freight access fee revenue from the use of Amtrak-owned tracks by freight railroad companies.
Other revenue is as shown below (in millions):

2005 2004
Other transportation $ 115.9 $ 97.1
Reimbursable 77.9 88.9
Commercial development 68.2 58.0
Freight access fee 40.3 32.4
Total $ 302.3 $ 276.4

“State capital payments” includes the amortization of state funds used to acquire depreciable
assets. These state capital payments are deferred when received and amortized over the life of the related
asset purchased with the funds. The unamortized amounts are included in “Deferred state capital
payments” in the Consolidated Balance Sheets.

Income Taxes

Income taxes are accounted for under the asset and liability method. Deferred tax assets and
liabilities are recognized for the future tax consequences attributable to differences between the financial
statement carrying amounts of existing assets and liabilities and their respective tax bases and operating
loss and tax credit carryforwards. Deferred tax assets and liabilities are measured using enacted tax rates
expected to apply to taxable income in the years in which those temporary differences are expected to be
recovered or settled. The effect on deferred tax assets and liabilities of a change in tax rates is recognized
in income in the period that includes the enactment date.

Pursuant to the provisions of Title 49 of the United States Code, Section 24-301, Amtrak is
exempt from all state and local taxes, including income and franchise taxes that are directly levied against
the corporation. Accordingly, there is no provision for state and local income or franchise taxes recorded
in the consolidated financial statements for the years ended September 30, 2005 and 2004 (see Note 9).

Use of Estimates

The preparation of financial statements in conformity with accounting principles generally
accepted in the United States of America requires management to make estimates and assumptions that
affect the reported amounts of assets and liabilities, disclosure of contingent assets and liabilities at the
date of the consolidated financial statements, and the reported amounts of revenues and expenses during
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the reporting period. Actual results could differ from those estimates. Some of the most significant
estimates include: estimates of casualty reserves, environmental reserves, pensions and other
postretirement employee benefits expense and obligations [including expected return on plan assets,
discount rates, rate of future compensation increases, and healthcare cost trend rates (see Note 12)],
reserves for uncollectible accounts receivable, estimates of fair market value of assets held for sale,
estimated useful lives of property and equipment, recoverability of long-lived assets, and reserves for
inventory obsolescence.

NOTE 4: DISCONTINUED OPERATIONS

SFAS 144, “Accounting for the Impairment or Disposal of Long-Lived Assets” (SFAS 144),
requires that a disposal of a ‘component of an entity’ comprising operations and cash flows that can be
clearly distinguished, operationally and for financial reporting purposes from the rest of the entity, be
reported as discontinued operations if: 1) the operations of the component have been or will be
eliminated from the ongoing operations of the entity as a result of the disposition activity, and 2) the
entity will not have any significant continuing involvement in the operations of the component after the
disposal transaction.

On September 3, 2004, the Company announced its intent to exit ‘Mail and Express’ operations
to focus on its core passenger service business. The “Mail and Express’ operations met the definition of a
‘component of an entity’ and were accounted for as a discontinued operation under SFAS 144. The ‘Mail
and Express’ operations incurred a net loss of approximately $13.6 million and $94.7 million in fiscal
years 2005 and 2004, respectively. Included in the fiscal years 2005 and 2004 results are impairment
charges of $10.5 million and $82.4 million, respectively.

In fiscal year 2004, Amtrak evaluated ‘Mail and Express’ long-lived assets with an original cost
of $214.5 million and a net book value of $105.9 million and recorded an $82.4 million impairment
charge. The recorded values of these assets were reduced to $23.5 million, which was the estimated fair
value. As of September 30, 2004, $104.2 million was included in “Capital lease obligations” in the
Consolidated Balance Sheets related to these assets. The Company sold assets with a net book value of
$8.5 million during fiscal year 2005. Additionally, the Company sublet assets with a net book value of
$4.0 million. The remaining assets were not in use by the Company during fiscal years 2004 and 2005.

Summarized financial information for the discontinued operations of ‘Mail and Express’ is as
follows (in millions):

Results of Discontinued Operations: 2005 2004
Total revenues $ 0.4 $ 66.1
Total operating expenses (3.5 (78.4)
Impairment (10.5) (82.4)
Net loss from discontinued operations $ (13.6) $ (94.7)
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Financial Position of Discontinued Operations: 2004
Current assets $ 1.0
Property and equipment, net 23.5
Current lease obligations (9.0)
Other current liabilities (3.1)
Long-term lease obligations (95.2)
Net liabilities of discontinued operations $ (82.8)

NOTE 5: ACCOUNTING AND REPORTING FOR FEDERAL PAYMENTS

Certain funds are provided to Amtrak through federal payments for capital and operating
expenditures. These federal payments, which are recorded as paid-in capital when received, totaled
$1,203.3 million and $1,266.4 million for fiscal years 2005 and 2004, respectively. Certain other federal
funds that are provided and restricted for use on designated projects are also recorded as paid-in capital
when received, and these totaled $27.4 million and $15.8 million for fiscal years 2005 and 2004,
respectively.

“Debt and other paid-in capital”, included in the Consolidated Balance Sheets, includes certain
funding received from the Federal Government to finance acquisition of and improvements to property
and equipment. In exchange for funding, Amtrak issued two promissory notes to the United States. The
first note with a balance of $4.0 billion was issued in 1976 and matures on December 31, 2975, and is
secured by the real and personal property of Amtrak, WTC, CUS, PRIL, and TSL. The second note with
a balance of $1.1 billion was issued in 1983 and matures on November 1, 2082, with successive 99-year
renewal terms, and is secured by all the rolling stock owned by Amtrak. Neither of the notes bears
interest, unless prepaid which Amtrak does not intend to do. The Federal Government's security interest
in Amtrak's rolling stock entitles it to repayment plus interest in the event Amtrak ceases operations, is
acquired by another entity, or seeks relief under bankruptcy or insolvency laws. The amount due to the
Federal Government on the first note may be accelerated by enactment of federal law or upon the
occurrence of an event of default under the leases and mortgage entered into by Amtrak and PSL on June
20, 2001 (see Note 7), or upon the occurrence of various actions concerning an Amtrak bankruptcy,
reorganization, or assignment for the benefit of creditors.

NOTE 6: PREFERRED AND COMMON STOCK

For funds received from the Federal Government prior to December 2, 1997, the Rail Passenger
Service Act (49 U.S.C. 24304) required Amtrak to issue to the Secretary of Transportation preferred stock
equal in par value to all federal operating payments and most federal capital payments received
subsequent to October 1, 1981, as well as capital and certain operating payments received prior to that
date. At September 30, 2005 and 2004, 109,396,994 shares of $100 par value preferred stock were
authorized, all of which were issued and outstanding. All issued and outstanding preferred shares are
held by the Secretary of Transportation for the benefit of the Federal Government. The Amtrak Reform
and Accountability Act of 1997 (the Act) resulted in significant modifications to Amtrak’s capital
structure. Prior to the Act, dividends were to be fixed at a rate not less than 6% per annum, and were
cumulative. No dividends were ever declared. The Act abolished the voting rights and the liquidation
preference of the preferred stockholder and the 6% minimum annual cumulative preferred stock dividend,;
and established that no additional preferred stock be issued by Amtrak in exchange for federal grants
received. At the time of enactment of the Act, the minimum undeclared cumulative preferred dividend in
arrears for all series issued and currently outstanding approximated $5.8 billion and ranged between $0.02
and $97.08 per share.
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At September 30, 2005 and 2004, 10,000,000 shares of $10 par value common stock were
authorized, of which 9,385,694 shares were issued and outstanding. The common stockholders, who
acquired their stock from four railroads whose intercity rail passenger operations Amtrak assumed in
1971, have voting rights for amendments to Amtrak’s Articles of Incorporation proposed by the Board of
Directors. The Act also required Amtrak to redeem at fair market value the shares of common stock
outstanding as of December 2, 1997, by the end of fiscal year 2002.

Amtrak has discussed the redemption of the shares, but there has been no resolution of this matter
between Amtrak and the owners. Amtrak does not believe that the common stock has value.
Nevertheless, in an effort to comply with the Act, Amtrak has made an offer to redeem the stock for cash
at a price of $0.03 per share to the stockholders. By letter dated November 2, 2000, counsel for the four
common stockholders responded to Amtrak and rejected the offer as inadequate. Amtrak is considering
various courses of action.

NOTE 7: MORTGAGES AND DEBT
Total debt in the Consolidated Balance Sheets consisted of the following at September 30, 2005
and 2004 (in thousands):

Long-Term Debt: 2005 2004

Current Long-Term Current Long-Term
FRA loan $ 20166 $ 62,715 $ 17119 $ 82881
Mortgage obligations 11,095 252,950 10,135 264,045
Equipment obligations - 2,264 - 1,723
Bonds, net of discount 670 78,165 630 78,815
UDAG loan 130 11,187 130 11,317
Total $ 32,061 $ 407,281 $ 28,014 $ 438,781

Credit Facilities

On September 22, 2003, Amtrak entered into a $19 million unsecured revolving letter of credit
facility (the “Credit Facility”) that expired on June 27, 2005, and was not renewed. The $3.5 million
letter of credit outstanding under the Credit Facility was replaced on June 17, 2005, pursuant to a separate
agreement. At September 30, 2005 and 2004, there were letters of credit outstanding of $3,500,000 and
$4,190,000, respectively.

Federal Railroad Administration (FRA) Loan

On July 3, 2002, Amtrak executed a $100 million interest-bearing conditional loan under the
Federal Railroad Administration’s “Railroad Rehabilitation and Improvement Financing Program” for
qualified capital expenditures. The loan bears interest at 1.81% per annum and is secured by various
Amtrak-owned right-of-way properties and facilities. This loan requires Amtrak's compliance with
certain conditions which include: improving financial controls and accounting transparency, submission
of monthly performance reports, and a list of expense reduction options to Congress and the DOT. Under
the 2005 Act, Amtrak is required to repay the loan in five annual installments beginning with fiscal year
2005 (See Note 2). Amtrak made the first installment payment in January 2005. The second installment
payment was made in December 2005.

Mortgage Obligations

In June 2001, PSL mortgaged a substantial portion of improvements located at Penn Station in
New York, New York for $300 million at a fixed rate of interest of 9.25% per annum, which increased to
9.50% effective October 1, 2002, receiving net cash proceeds of $296,249,000. Of this amount,
$34,280,000 was deposited into escrow for the benefit of the lender and is reflected in “Deferred charges,
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deposits, and other” in the Consolidated Balance Sheets. Semi-annual principal plus interest payments
are due on the mortgage through maturity in June 2017. At September 30, 2005 and 2004, the
outstanding balance due on the mortgage was $264,045,000 and $274,180,000, respectively.

Equipment Obligations

Under separate financing arrangements, Amtrak was allowed to borrow up to $870 million
toward the construction and acquisition of high-speed locomotives and trainsets, and related maintenance
facilities. As of September 30, 2005 and 2004, the Company had borrowed a total of $794 million and
$793 million, respectively. Upon delivery of the locomotives and trainsets, and the completion of a
maintenance facility, Amtrak refinanced the related outstanding advances under capital leasing
arrangements (see Note 8). As of September 30, 2005 and 2004, outstanding advances made on Amtrak’s
behalf under these arrangements totaled $2,264,000 and $1,723,000, respectively. All outstanding
advances at September 30, 2005, are secured by the final trainset. Interest charged is based on the
London Interbank Offered Rate (LIBOR) and was capitalized during the construction phase.

Bonds and Grant

On January 7, 2003, PEDFA issued $50 million Revenue Bonds (the “PEDFA Garage Bonds”)
for the purpose of financing the construction and other related costs of a parking garage located at the
30th Street Station in Philadelphia, PA. The bonds have multiple maturities ending on June 1, 2033. The
bonds were issued at a discount of $588,000 and bear interest, by individual maturities, at fixed rates
ranging from 4.500% to 5.875%. The parking garage reached substantial completion by June 2004 and
was constructed in air rights owned and leased by Amtrak to PEDFA. On December 15, 2002, Amtrak
entered into a “Pledge and Security Agreement” (the “Pledge”) with PEDFA under which Amtrak
guarantees the payment of the principal and interest on the PEDFA Garage Bonds and under which
Amtrak’s liability is limited to a pledge of: 1) the rent received or receivable by Amtrak under the air
rights lease during the fiscal year in which a demand for payment is made, and 2) the additional parking
facilities revenues, as defined in the Pledge. Under these agreements (and certain other related
agreements), revenue generated from the parking garage will first be used to fund the operations of the
parking garage, second to pay principal and interest payments on the PEDFA Garage Bonds, third to
reserve certain amounts for future repairs and maintenance of the parking garage, and fourth any excess
will be paid to Amtrak subject to amounts that may be owed to the builder of the parking garage as
contingent purchase price. Amtrak will obtain title to the garage when the bonds are paid off. Amtrak
has recognized PEDFA’s $50 million bond obligation in “Equipment and other debt” in the Consolidated
Balance Sheets. Amtrak has recorded capital expenditures in the amount of $34,044,000 and $28,469,000
related to the construction of the parking garage in “Right-of-way and other properties” in the
Consolidated Balance Sheets as of September 30, 2005 and 2004, respectively. The remaining net bond
proceeds are recorded in “Deferred charges, deposits, and other” in the Consolidated Balance Sheets and
were $8,558,000 and $13,386,000 as of September 30, 2005 and 2004, respectively.

Included in TSL's long-term debt at September 30, 2005 and 2004, is $30 million of Philadelphia
Authority for Industrial Development (PAID) tax-exempt private-activity bonds (the “PAID Bonds”)
issued by PAID for the benefit of TSL's rehabilitation of 30th Street Station (the “Station™) in the city of
Philadelphia (the “City”), Pennsylvania. The PAID Bonds were issued on December 30, 1987, mature on
January 1, 2011, and bear interest at a fixed or variable rate payable until maturity at intervals determined
under provisions in the bond indenture. No payments of bond principal prior to maturity are required.
Amtrak is periodically required to make annual deposits into a sinking fund to be used to pay off the
bonds when they mature. As of September 30, 2005 and 2004, aggregate deposits into the fund were
$12,315,000 and $10,432,000, respectively, which are included in “Deferred charges, deposits, and other”
in the Consolidated Balance Sheets. The PAID Bonds are subject to optional tender by the bondholders
in the case of significant events, specifically those pertaining to any damage to, destruction of, or
condemnation of the Station facilities. TSL has executed a liquidity facility, which provides funds to
purchase the bonds surrendered under the optional tender provisions. On January 4, 2006, utilizing the
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aggregate deposits made into the sinking fund and interest accrued thereon, Amtrak redeemed $16.1
million of the outstanding bonds.

TSL has a non-interest bearing obligation of $11,317,000 and $11,447,000 to the City under an
Urban Development Action Grant (UDAG) loan agreement as of September 30, 2005 and 2004,
respectively. Principal is being repaid in $130,000 annual installments each November through 2011,
with the balance due in November 2012. The City's rights under the UDAG loan agreement are secured
by a leasehold mortgage.

Interest Rates
Per annum weighted-average percentage interest rates by debt type for all interest-bearing
borrowings at September 30, 2005 and 2004 are shown below (in percentages of 100%):

2005 2004
FRA loan 1.81 1.81
Mortgage obligations 9.50 9.50
Equipment obligations 2.94 2.74
Bonds 4.52 4.07

The overall weighted-average interest rate on all interest-bearing borrowings is 7.1% and 6.8%
per annum at September 30, 2005 and 2004, respectively.

Scheduled Debt Maturities
At September 30, 2005, scheduled maturities of debt over the next five years and thereafter are as
follows (in thousands):

2006 $ 32,061
2007 33,649
2008 35,221
2009 36,899
2010 17,043
Thereafter 285,004
Total $ 439,877

Amtrak is subject to various covenants and restrictions under its borrowing arrangements. A
default by Amtrak or acceleration of Amtrak’s indebtedness may result in cross-default to other Amtrak
indebtedness, and may have a material adverse effect on the Company. Most of Amtrak’s financing
transactions require that Amtrak deliver its audited annual financial statements within 90 to 120 days of
the end of its fiscal year. Amtrak has not delivered within this timeframe its audited financial statements
for fiscal year 2005. Amtrak has at least a 30-day grace period that commences on written notice to
Amtrak of its breach. Amtrak may cure the technical default and avoid a defined Event of Default, by
delivering the statements and certificates prior to lapse of this grace period. To date, Amtrak has not
received any written notice of its breach. Excluding the foregoing, Amtrak is in compliance with all of its
covenants.
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NOTE 8: LEASING ARRANGEMENTS
Facilities

During fiscal year 2001, PEDFA completed two separate issues of exempt facilities revenue
bonds, the net proceeds of which were used to finance a portion of the costs associated with Amtrak’s
construction of a frequency converter facility (the “Facility”). The first series (Series A) totaling
$110,795,000 was issued in February 2001 at a $795,000 discount, netting $110 million. The second
series (Series B) totaling $45 million was issued in April 2001 at par. Amtrak procured the bond
proceeds of each issue through a lease and leaseback arrangement with PEDFA. Under this arrangement,
Amtrak awarded title to and ownership of the Facility to PEDFA until November 2041 under a ground
lease, in exchange for the total net proceeds. Simultaneously, Amtrak is leasing back from PEDFA the
Facility through June 2033, with an option to extend this term through November 2041. PEDFA also has
the right to extend Amtrak’s leaseback term through November 2041. At the conclusion of the ground
lease, title to and ownership of the Facility will revert to Amtrak. Amtrak’s leaseback rentals are funding
PEDFA’s debt service requirements for both the Series A and Series B bonds. Amtrak’s rental payments
are due semi-annually for the Series A bonds, and monthly for the Series B bonds. With the bond
proceeds, Amtrak used $3,343,000 toward financing arrangement costs, and discharged $85,453,000 of
interim debt associated with the Facility’s construction. The remaining $66,204,000 of proceeds
remained on deposit with the bond trustee and was earmarked for use toward Amtrak’s leaseback
payments, further Facility construction costs, and additional financing arrangement costs. Amtrak
recorded a $155 million capital lease obligation, $3,343,000 of deferred financing costs, and $66,204,000
of deferred deposits. Amtrak’s sublease rentals consist of an interest and principal portion, with the latter
scheduled to pay down this capital lease obligation over the sublease’s initial and option terms. At
September 30, 2005 and 2004, $153,678,000 and $153,633,000, respectively, of the bonds remained
outstanding.

Equipment

Amtrak leases equipment, primarily passenger cars and locomotives, under capital leasing
arrangements. At September 30, 2005 and 2004, the gross amount of assets recorded under capital leases
was $3,583,374,000 (37% for locomotives and 63% for passenger cars), and $3,749,581,000 (38% for
locomotives, 60% for passenger cars, and 2% for other assets), respectively, with accumulated
amortization of $1,216,473,000 and $1,177,952,000, respectively.

During 2000, Amtrak entered into four separate defeased sale and leaseback transactions
involving passenger cars. In exchange for $915,155,000 consisting of net cash proceeds and set-aside
assets in the form of defeasance instruments, Amtrak sold the cars having a net book value of
$334,690,000, resulting in a deferred gain of $580,465,000. The defeasance instruments are held by the
buyers, and Amtrak accretes value at fixed interest rates of approximately 6.8% to 8.8% per annum.
Simultaneously, Amtrak leased back the cars under capital leases over terms ranging from 23 to 28 years.
The set-aside assets together with future accreted interest are designated toward satisfying Amtrak’s rent
payment obligations under the capital leaseback arrangements. The defeasance instruments economically
defease, but do not legally defease Amtrak’s obligations under the leasebacks. Consequently, the set-
aside assets plus accreted interest are not netted against the capital lease obligations, but instead are
presented as “Escrowed proceeds on sale-leasebacks” in the Consolidated Balance Sheets. The
$580,465,000 gain on the sales was deferred and is being amortized into income as a reduction to
depreciation expense over the terms of the capital leasebacks. During fiscal years 2005 and 2004,
$18,529,000 and $22,145,000 of deferred gains on these transactions were amortized, respectively.
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At September 30, 2005, future minimum lease payments under equipment and facility capital
leases including amounts to be funded from defeasance instruments were as follows (in thousands):

2006 $ 274,316
2007 277,765
2008 285,517
2009 308,409
2010 353,462
Thereafter 3,479,631
Total payments 4,979,100
Less amount representing interest 1,754,557
Present value of minimum lease payments at September 30, 2005 $ 3,224,543

The current portion of capital lease obligations at September 30, 2005 and 2004 was
$106,373,000 and $101,121,000, respectively, and is included in “Current maturities of long-term debt
and lease obligations” in the Consolidated Balance Sheets.

The Company, as lessee, has entered into equipment leasing agreements for which the underlying
leased equipment is the collateral and is required to be maintained in good operating condition. The
Company has recorded an accrual for estimated repair costs for damaged leased equipment of
$33,621,000 and $50,741,000 at September 30, 2005 and 2004, respectively, and is recorded in “Accrued
expenses and other current liabilities” in the Consolidated Balance Sheets. The amounts expensed
relating to these items is reflected in “Materials” expense in the Consolidated Statements of Operations in
the period in which the damage occurred.

Amtrak is subject to various covenants and restrictions under its leasing arrangements. A default
by Amtrak or acceleration of Amtrak’s indebtedness may result in cross-default to other Amtrak
indebtedness, and may have a material adverse effect on the Company. Most of Amtrak’s leasing
transactions require that Amtrak deliver its audited annual financial statements within 90 to 120 days of
the end of its fiscal year. Amtrak has not delivered within this timeframe its audited financial statements
for fiscal year 2005. Amtrak has at least a 30-day grace period that commences on written notice to
Amtrak of its breach. Amtrak may cure the technical default and avoid a defined Event of Default, by
delivering the statements and certificates prior to lapse of this grace period. To date, Amtrak has not
received any written notice of its breach. Excluding the foregoing, Amtrak is in compliance with all of its
covenants.

Operating Rights and Leases

At September 30, 2005, Amtrak was obligated for the following minimum rental payments,
principally for station and office space, under operating leases that have initial or remaining non-
cancelable lease terms in excess of one year (in thousands):

2006 $ 12,224
2007 11,670
2008 9,224
2009 4,449
2010 4,337
Thereafter 22,427
Total $ 64,331
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Rent expense for the years ended September 30, 2005 and 2004 was $36,878,000 and
$38,039,000, respectively, and it is expected that future rent expense will be comparable.

Most of the rights-of-way over which Amtrak operates are owned by other railroads some of
which own Amtrak’s common stock. Amtrak uses such trackage under contracts with these railroads.
The terms of the agreements range from 5 to 15 years and costs incurred are based on usage. The total
amount incurred for use of the railroads’ rights-of-way in 2005 and 2004 totaled $89.9 million and $83.4
million, respectively. The majority of these expenses are reported in “Train operations” and “Fuel,
power, and utilities” in the Consolidated Statements of Operations.

NOTE 9: INCOME TAXES

No provision for federal income taxes has been recorded as the Company incurred net operating
losses for the years ended September 30, 2005 and 2004. As of September 30, 2005, the Company had
net operating loss carryforwards of approximately $7.2 billion, which begin to expire January 1, 2010.

The provision for income taxes differed from the income tax benefit that would be computed
based upon the statutory federal tax rates as a result of the recording of a valuation allowance which
approximately equaled the increase in net deferred tax assets.

Net operating losses are the main component of net deferred tax assets. Based upon the
Company's history of operating losses, it is management’s judgment that it is not likely that the net
deferred tax assets will be realized in future years. As a result, management has applied a full valuation
allowance against the net deferred tax assets at September 30, 2005 and 2004.

NOTE 10: COMMITMENTS AND CONTINGENCIES
Insurance Claims

Amtrak maintains various insurance policies to cover its liability to employees and other parties
for injury or damage resulting from accidents and to cover Amtrak’s loss resulting from damage to
Amtrak property. The insurance policies contain large deductibles; losses within the deductibles are self-
insured by Amtrak.

The Amtrak Reform and Accountability Act of 1997 limits the amount railroad passengers may
recover from a single accident to an aggregate of $200 million. Since non-passenger liability is not so
limited, Amtrak purchases excess liability insurance limits beyond this statutory cap. Amtrak operates a
majority of its long distance passenger rail service on tracks owned by freight railroads. Amtrak
indemnifies these railroads for certain liabilities that arise as a result of its operations on freight tracks. Its
indemnity applies to bodily injury and property damage claims made by its employees, passengers and
third parties struck by its trains, and for damage to its equipment. The freight railroads indemnify Amtrak
for bodily injury and property damage claims made by freight railroad employees and third parties off
railroad property; and for damage to freight railroad equipment, lading and property.

Labor Agreements

Approximately 90% of Amtrak’s labor force is covered by labor agreements. All labor
agreements currently in force were amendable as of January 1, 2000, and will remain in effect until new
agreements are reached or the Railway Labor Act’s procedures are exhausted. During fiscal year 2005,
Amtrak continued to negotiate with the unions whose contracts have been open for amendment since
January 1, 2000. No new agreements were reached.
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Legal Proceedings

In December 1995, Amtrak entered into a $321 million fixed-price contract with a joint venture
consisting of Balfour Beatty Construction, Inc. and Mass. Electric Construction Co. (“BBC/MEC”) for
the design and construction of an electrified catenary system along Amtrak’s Northeast Corridor right-of-
way between New Haven, Connecticut and Boston, Massachusetts. BBC/MEC made various claims
alleging, among other things, problems with site conditions, design, owner-directed changes, work
interference, and work schedule acceleration. Amtrak vigorously defended all of the claims, none of
which were resolved by a court. Amtrak asserted its own claims against BBC/MEC for a variety of
contract non-compliance issues and held $11 million in retainage against Amtrak's claims. In addition,
the United States undertook investigations of BBC/MEC under the False claims Act. On September 30,
2005, the United States and Amtrak executed settlement agreements with BBC/MEC. Under the terms of
the settlement between BBC/MEC and the United States, BBC/MEC paid $24.75 million to resolve the
government's False Claims Act allegations. Under the terms of the settlement between BBC/MEC and
Amtrak, all common law, contract, equity and fraud-type claims were resolved. Amtrak released to
BBC/MEC $10.5 million from a separate contract retainage account in which the funds had been held.
BBC/MEC provided to Amtrak an additional warranty for 5 years covering the major components of the
Northend Electrification System secured by a $50 million bond, $1 million for non-conforming parts,
immediate delivery of certain design documents, and dismissal of BBC/MEC's outstanding Freedom of
Information Act litigation. In addition, Amtrak has been informed by the Departments of the United
States (Treasury and Transportation) which received the majority of BBC/MEC's payment of $24.75
million that $20 million of that payment will be returned to Amtrak. Although Amtrak has not yet
received these funds, they are expected to be transferred to Amtrak in fiscal year 2006. The expected $20
million payment is recorded as a receivable in “Other Current Assets” in the Consolidated Balance
Sheets. No additional provision for this settlement is reflected in the accompanying Consolidated
Financial Statements.

On November 8, 2001, Bombardier Corporation (“Bombardier”) filed a complaint in the United
States District Court for the District of Columbia against Amtrak alleging that Amtrak through various
actions and failures caused Bombardier (as partner to a consortium along with Alstom Transportation,
Inc., hereinafter, the “Consortium”) to incur substantial additional costs related to the contracts for design
and manufacture of high-speed electric trainsets and locomotives, and the related maintenance facilities
(the “Contracts”). On March 16, 2004, Amtrak and the Consortium executed a settlement agreement
resolving all outstanding issues between them in connection with the Contracts and dismissing the
outstanding litigation between the parties. As part of the settlement, the Consortium agreed to complete
specified modifications to the equipment, resolve outstanding technical issues, extend the warranty, and
made certain commitments regarding the reliability of the equipment. The parties also agreed to
transition the maintenance of the equipment to Amtrak on October 1, 2006 rather than in 2013 as
originally agreed. Accompanying this transition were certain commitments by the Consortium to turn
over source code, train employees, and provide options to Amtrak for the purchase of parts and inventory
needed to maintain the equipment for the ten years following settlement. Amtrak agreed to pay up to
$42.5 million to the Consortium from funds previously withheld, as certain milestones are met between
the settlement date and October 1, 2006. During fiscal year 2004, the Company recognized reductions of
$17.3 million to “Materials” expense in the Consolidated Statements of Operations and $55.3 million to
‘Property and Equipment’ in the Consolidated Balance Sheets as a result of this settlement. At September
30, 2005, a remaining obligation of $20 million was due to the Consortium.

On October 23, 2003, ERC Frankona Ruckversicherungs-AG (“Frankona”), a reinsurer of
portions of the excess liability and property insurance coverage which PRIL provides to Amtrak, filed suit
against PRIL in the New York Supreme Court alleging that PRIL made material misrepresentations and
omissions regarding Amtrak’s loss history and seeking an order declaring the contracts null, void and
rescinded. Subsequently, Frankona agreed to dismiss its New York action without prejudice. On
November 21, 2003, PRIL and Amtrak filed suit against Frankona in the United States District Court for
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the District of Columbia for a declaratory judgment, breach of contract, bad faith, and other relief against
Frankona resulting from its claim that the reinsurance contracts are rescinded, and Frankona filed a
counterclaim seeking substantially the same recovery as in its New York action. If the contracts are
declared null, void and rescinded, Amtrak would have additional uninsured liability and property claims
of up to $30.6 million and $7.8 million, respectively, for certain accidents which occurred during the
policy periods from October 1, 1998 to December 31, 2002 for liability, and from December 1, 1998 to
December 1, 2002 for property coverage. In an order issued on March 31, 2005 and reissued on June 24,
2005, the District Court granted Amtrak’s and PRIL’s motion for partial summary judgment, ruling that
Frankona remains bound by the duties imposed by the reinsurance policies pending resolution of its
rescission claims. Frankona's notice of appeal was dismissed by the DC Court of Appeals for lack of
jurisdiction. Fact discovery is currently being conducted by both sides. At this stage of the litigation, it is
Amtrak’s assessment that an outcome adverse to its interest is remote.

On August 19, 2003, former employees filed a class action lawsuit involving Amtrak’s 2001
Voluntary Early Retirement Plan (VERP) in the United States District Court for the District of Columbia
seeking to void a September 2001 amendment to the Amtrak Pension Plan that eliminated a monthly
Railroad Retirement Supplement and replaced it with a one-time lump sum payment of $15,000 per
eligible employee. Additionally, the complaint seeks to “reopen” the window period to allow eligible
employees to apply for the original benefits. Amtrak, the Retirement Plan Committee, and the Retirement
Income Plan are also named as defendants. The discovery phase of this case has concluded and all of the
named defendants have filed a motion for summary judgment to dismiss the lawsuit in its entirety and
have opposed class certification. At this stage of the litigation, it is Amtrak’s assessment that an outcome
adverse to its interests, while possible, is neither probable nor quantifiable.

On August 19, 2004, the State of New York filed a federal court complaint against Amtrak. The
complaint alleges that Amtrak breached a March 2000 contract relating to the remanufacture of seven
Turboliner trainsets and improvements in infrastructure and facilities along the Empire Corridor in New
York. New York seeks an injunction requiring Amtrak to specifically perform remanufacturing and
infrastructure work, or in the alternative, damages in the amount of $477.3 million, plus costs,
disbursements and interest. Amtrak has filed an answer and affirmative defenses, denying New York's
claims. In addition, Amtrak notified the State that the contract was terminated, to the extent not
previously voided, rescinded, and/or Amtrak’s obligations discharged. A scheduling order was issued on
December 22, 2004, which gives the parties until March of 2006 to complete discovery. Amtrak is
vigorously opposing the claims brought by New York and believes that the claims, even if found to be
meritorious, are vastly overstated. It is Amtrak’s position that it properly exercised its right to terminate
the contract. In addition, Amtrak has asserted that the contract is void and/or subject to rescission and
that New York has breached the contract, among many other affirmative defenses. At this stage of the
litigation, it is Amtrak’s assessment that an outcome adverse to its interests, while reasonably possible, is
not quantifiable.

On April 14, 2005, cracks were discovered in the brake discs of an Acela Trainset during a
regular inspection. Upon this discovery, Amtrak and the Acela Trainset Contractor (the Consortium
comprised of Bombardier, Inc., and ALSTOM Transportation, Inc., and the Management Services
Contractor, NeCMSC) performed a joint fleet-wide inspection of the brakes in which numerous cracks
were found on every Acela Trainset. Accordingly, on April 15, 2005, the revenue service operation of all
Acela Trainsets was halted due to the cracked brake discs. On April 18, 2005, Amtrak officially gave
notice to the Trainset Contractor that Amtrak deemed the problem to fall within the scope of their
contractual responsibilities. To date, Amtrak has withheld payments to the Trainset Contractor. Amtrak
has made a demand on the Acela Trainset Contractor for, and reserved all rights in connection with, the
liguidated damages under the contract with NeCMSC, which, as of September 30, 2005, total $38.5
million. NeCMSC has formally asserted an $8.3 million claim for equitable adjustment under its
maintenance services contract and has made informal claims to recover its costs during the months of
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April through September 2005. Since April, the Trainset Contractor has studied the problem under the
supervision of the Federal Railroad Administration and Amtrak and has provided replacement brake
discs. Two of the Acela Trainsets were returned to revenue service on July 11, 2005, and additional
trainsets were returned to service throughout the next three months, such that all were back in service by
the end of October 2005. Amtrak's Office of Inspector General is investigating events leading to the
discovery of the brake problems and has issued subpoenas to the Trainset Contractors. At this time,
settlement discussions are ongoing and no litigation has been initiated by Amtrak or the Trainset
Contractors.

Amtrak is involved in various other litigation and arbitration proceedings in the normal course of
business. While the outcome of these matters cannot be predicted with certainty, it is the opinion of
management and counsel that the disposition of these matters will not materially affect Amtrak's
Consolidated Financial Statements.

Commitments

Amtrak has entered into various agreements with states, cities, and other local transportation
authorities and private companies for railroad facility and infrastructure improvements, and for the
remanufacture and supply of railroad passenger equipment. The largest commitment arises from an
agreement with the State of Pennsylvania. Under this contract, Amtrak agreed to fund a portion of the
costs with a remaining scope of work at September 30, 2005 of approximately $23.2 million. Amtrak has
the right to terminate future work contemplated by this contract. In addition to the foregoing, Amtrak has
a commitment of approximately $20.5 million for infrastructure improvements whose term extends
through project completion.

NOTE 11: ENVIRONMENTAL MATTERS

Some of Amtrak's past and present operations involve activities that are subject to extensive and
changing federal and state environmental regulations that can give rise to environmental issues. As a
result of its operations and acquired properties, Amtrak is from time to time involved in administrative
and judicial proceedings and administrative inquiries related to environmental matters.

In 1976, Amtrak acquired its Northeast Corridor properties. It is Amtrak's policy to accrue
estimated liabilities and capitalize such amounts of remediation costs relating to properties acquired with
existing environmental conditions (not to exceed the net realizable value of the related property), and to
expense remediation costs incurred on properties for environmental clean-up matters occurring after
acquisition. The liability is periodically adjusted based on Amtrak's present estimate of the costs it will
incur related to these sites and/or actual expenditures made. At September 30, 2005 and 2004, the reserve
was $64,852,000 and $57,494,000, respectively. At September 30, 2005 and 2004, the current portion of
the reserve was $8,750,000 and $11,430,000, respectively and is reported in “Accrued expenses and other
current liabilities” in the Consolidated Balance Sheets. Of the reserve, $54,330,000 and $48,873,000
relate to estimated capitalizable costs to be incurred as of September 30, 2005 and 2004, respectively.
Costs of future expenditures for environmental remediation obligations are not discounted to their present
value. At September 30, 2005 and 2004, a deferred charge for each amount is included in “Deferred
charges, deposits, and other” in the Consolidated Balance Sheets. Amtrak has not recorded any
receivables for recoveries from other parties or from insurance because such recoveries are not
sufficiently certain.

The ultimate liability for remediation is difficult to determine with certainty due to, among other
factors, the number of potentially responsible parties, site-specific cost sharing arrangements, the degree
and types of contamination, potentially unidentified contamination, developing remediation technology,
and evolving statutory and regulatory standards. Amtrak's management and counsel believe that
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additional future remedial actions for known environmental matters will not have a material adverse
effect on the results of operations or financial condition.

On November 8, 2004, Amtrak executed a settlement that resolves its entire outstanding
polychlorinated biphenyl (PCB) cleanup cost claims against American Premier Underwriters (APU, the
successor to Penn Central), Conrail, and Southeastern Pennsylvania Transit Authority (SEPTA) relating
to the rail yard in Paoli, Pennsylvania. In February 2005, APU paid Amtrak $15 million, in settlement of
all of Amtrak’s cleanup cost contribution claims. In addition, Amtrak's future liability for any further
cleanup that the Environmental Protection Agency (EPA) may require for the Paoli rail yard will be
limited to 15 percent. Amtrak will have no liability for any required cleanup of the non-rail yard
properties, including the residual areas and the 400-acre watershed. Amtrak is formulating plans to
pursue development of the clean portions of the 28-acre Paoli rail yard that Amtrak still owns.
Accordingly, Amtrak agreed to perform and pay for the post-cleanup Operation and Maintenance
program required by the EPA, which will continue for several decades.

NOTE 12: POSTRETIREMENT EMPLOYEE BENEFITS

Amtrak has a qualified noncontributory defined benefit retirement plan whose assets are held in
trust covering nonunion employees and certain union employees who at one time held nonunion
positions.

Amtrak provides medical benefits to its qualifying retirees and life insurance to some retirees in
limited circumstances under its postretirement benefits program. Railroad agreement employees’ life
insurance benefits are covered by a separate policy purchased by Amtrak. Under Amtrak’s postretirement
benefits program, substantially all salaried employees may become eligible for medical benefits if they
meet the service requirement and reach age 55 while they are working for Amtrak. Company-provided
medical benefits are reduced when covered individuals become eligible for Medicare benefits or reach
age 65, whichever comes first. Medical benefits are subject to co-payment provisions and other
limitations.

Amtrak uses a June 30th measurement date for its postretirement benefit plans’ actuarial
valuations.

Obligations and Funded Status

The following tables provide a reconciliation of the changes in the plans’ benefit obligations and
fair value of assets over the two-year period ending September 30, 2005, and a statement of the funded
status as of September 30, 2005 and 2004 (in thousands):

Reconciliation of Pension Benefits Other Benefits

Projected Benefit Obligation: 2005 2004 2005 2004
Obligation at October 1, $ 199,839 $ 194,510 $ 465903 $ 397,544
Service cost 6,820 6,686 18,839 15,557
Interest cost 12,276 11,478 28,699 22,887
Actuarial loss (gain) 29,346 (6,042) 134,703 80,916
Benefit payments (7,020) (6,793) (14,088) (11,476)
Change due to Medicare Part D

subsidy - - - (39,525)

Obligation at September 30, $ 241261 $ 199,839 $ 634056 $ 465,903
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Reconciliation of

Fair Value of Plan Assets:
Plan assets at October 1,
Actual gain on plan assets
Employer/employee contributions
Benefit payments
Plan assets at September 30,

Funded Status:

Funded status at October 1,

Unrecognized prior service cost

Unrecognized loss

Additional minimum liability

Net liability recognized in
Consolidated Balance Sheets

Accumulated Benefit Obligation
(ABO) at September 30,

Pension Benefits

Other Benefits

2005 2004 2005 2004
$ 170505 $ 158,073 $ - $ -
18,591 19,225 - -
- - 14,088 11,476
(7,020) (6,793) (14,088) (11,476)
$ 182,076 $ 170,505 $ - $ -

Pension Benefits

Other Benefits

2005 2004 2005 2004
$ (59,185) $ (29,334) $ (634,056) $ (465,903)
666 864 13,725 14,851
41,038 16,915 345,296 226,161
(12,761) - - -
$ (30,242) $ (11,555) $ (275035) $ (224,891)
$ 212318 $ 174648  $ 634056 $ 465903

Amtrak recorded an additional minimum pension liability of $12,761,000 to other long-term
liabilities as a result of the ABO exceeding the fair value of plan assets at September 30, 2005. Offsetting
this liability was $666,000 of unrecognized prior service cost recorded as a deferred charge and
$12,095,000 of unrealized comprehensive loss recorded as a reduction to equity. No additional minimum

pension liability was required for 2004.

Pension and other postretirement benefit amounts recognized in the Consolidated Balance Sheets
at September 30, 2005 and 2004 are as follows (in thousands):

Accrued liability
Intangible assets
Accumulated other
comprehensive loss
Net amount recognized
Plus: Additional minimum liability
Total amount recognized

Pension Benefits

Other Benefits

2005 2004 2005 2004

$ (30242) $ (11555) $ (275035) $ (224,891)
666 - - -
12,095 - - -

$ (17481) $ (11555) $ (275,035) $ (224,891)
(12,761) - - -

$ (30242) $ (11555) $ (275035) $ (224,891)
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Information for pension plans with an accumulated benefit obligation in excess of plan assets (in
thousands):

Pension Benefits at

September 30,
2005 2004
Projected benefit obligation $ 241261 $ 199,839
Accumulated benefit obligation $ 212,318 $ 174,648
Fair value of plan assets $ 182,076 $ 170,505

Components of Net Periodic Benefit Cost
The following table provides the components of net periodic benefit cost for the plans for fiscal
years 2005 and 2004 (in thousands):

Pension Benefits Other Benefits
2005 2004 2005 2004
Service cost $ 6,820 $ 6,686 $ 18839 $ 15557
Interest cost 12,276 11,478 28,699 22,887
Expected return on plan assets (13,367) (12,389) - -
Amortization of prior service cost 198 197 1,126 1,126
Amortization of net loss - 1,123 15,568 11,667
Net periodic benefit cost $ 5927 $ 7,09 $ 64232 $ 51,237

The prior service costs are amortized on a straight-line basis over the average remaining service
period of active participants for both plans. Gains and losses in excess of 10% of the greater of the
benefit obligation or the market-related value of assets are amortized over the average remaining service
period of active participants.

Plan Assets

The pension plan’s assets consist primarily of U.S equity investments, U.S. fixed income
investments, and international equity investments. The other postretirement benefits program has no plan
assets. Amtrak funds the other postretirement benefits program on a pay-as-you-go basis. Amtrak’s
pension plan asset allocations at September 30, 2005 and 2004 by asset category are as follows:

Plan Assets at

September 30,
2005 2004
U.S. equity securities 56.2% 52.7%
International equity securities 10.6% 10.6%
U.S. fixed income securities 32.8% 34.4%
Other 0.4% 2.3%

Amtrak’s trust asset investment strategy is to invest the assets in a manner whereby long-term
earnings on the assets provide adequate funding for retiree pension payments. The investment objectives
of the pension fund are to: (1) promote the growth in the plan’s funded status, to the extent appropriate,
minimizing reliance on employer contributions as a source of benefit security, (2) invest the assets of the
plan to achieve the greatest reward consistent with a reasonable and prudent level of risk, and (3) achieve,
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as a minimum over time, the passively managed asset return earned by market index funds, weighted in
the proportions outlined by the asset class exposures identified in the plan’s strategic allocation.

The pension plan’s investment policy will consider a number of factors, including the strategic
asset allocation and asset classes, investment style, and the marketability, diversification, volatility, and
liquidity of investments and responsibility for proxy statements. The plan’s strategic asset mix is
recognized by the Investment Committee as the primary mechanism to influence the reward and risk
structure of the plan in accomplishing plan objectives. Plan assets should be invested in specific asset
classes at the target allocation and maintained in accordance with the permissible range for each asset
class as stated in the following strategic asset allocation table:

Plan Assets
2005 2004
U.S. equity securities 50% -60%  50% - 60%
International equity securities 8% - 12% 8% - 12%
U.S. fixed income securities 30% -40%  30% - 40%

Estimated Future Benefit Payments

Based upon the assumptions used to measure the pension and other postretirement benefit
obligations at September 30, 2005, and including pension and other postretirement benefits attributable to
estimated future employee service, Amtrak expects that pension benefits and other postretirement benefits
to be paid over the next ten years are as follows (in thousands):

Pension Other

Benefits Benefits
2006 $ 7,440 $ 16,275
2007 $ 8,087 $ 18,342
2008 $ 8,998 $ 21,290
2009 $ 9,922 $ 25152
2010 $ 11,124 $ 30,913
2011-2015 $ 77,282 $ 229,371

Contributions
In 2006, Amtrak expects to make an $11,225,000 contribution to its pension plan. It expects to
contribute $16,275,000 million toward other postretirement benefits.

Assumptions
Weighted-average assumptions used to determine benefit obligations at September 30, 2005 and
2004 are as follows:

Pension Benefits Other Benefits
2005 2004 2005 2004
Discount rate 5.25% 6.25% 5.25% 6.25%
Rate of compensation increase 3.50% 4.00% N/A N/A
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Weighted-average assumptions used to determine net periodic benefit cost for years ended
September 30, 2005 and 2004 are as follows:

Pension Benefits Other Benefits
2005 2004 2005 2004
Discount rate 6.25% 6.00% 6.25% 6.00%
Expected long-term return
on plan assets 8.00% 8.00% N/A N/A
Rate of compensation increase 3.50% 4.00% N/A N/A

Assumed healthcare cost trend rates at September 30, 2005 and 2004 are as follows:

Other Benefits

2005 2004
Healthcare cost trend rate assumed for next year 12.00% 12.00%
Rate to which the cost trend rate is assumed to
decline (the ultimate trend rate) 5.00% 5.00%
Year that the rate reaches the ultimate trend rate 2013 2012

Assumed healthcare cost trend rates have a significant effect on the amounts reported for the
healthcare plan. A one-percentage-point change in assumed healthcare cost trend rates would have the
following effects (in thousands) on the Other Benefits plans:

Increase Decrease
Effect on total of service and interest cost component $ 6,719 $ (5,635)
Effect on postretirement benefit obligation $ 76,322 $ (71,497)

Prescription Drug Benefits

On December 8, 2003, the Medicare Prescription Drug, Improvement, and Modernization Act of
2003 (the “Medicare Act”) was signed into law. The Medicare Act introduced a prescription drug benefit
under Medicare (Medicare Part D) as well as a federal subsidy to sponsors of retiree health care benefit
plans that provide a benefit that is at least actuarially equivalent to Medicare Part D. As allowed by
FASB Staff Position No. FAS 106-1, “Accounting and Disclosure Requirements Related to the Medicare
Prescription Drug, Improvement and Modernization Act of 2003”, Amtrak elected to record an estimate
of the effects of the Medicare Act in accounting for its postretirement benefit plans under SFAS 106,
“Employers’ Accounting for Postretirement Benefits Other Than Pensions”, and in providing disclosures
required by SFAS No. 132 (revised 2003), “Employers’ Disclosures about Pensions and Other
Postretirement Benefits”.

Based on actuarial analysis of prescription drug benefits, estimated future Medicare subsidies
were expected to reduce the September 30, 2004 accumulated postretirement benefit obligation by $39.5
million. For the years ended September 30, 2005 and 2004, the impact of the Medicare Act on net
postretirement cost was a $1.6 million and $2.5 million reduction, respectively. When specific guidance
on accounting for the federal subsidy is issued, these estimates could change.

401(k) Savings Plan

Amtrak provides a 401(k) savings plan for nonunion employees. Under the plan, Amtrak
matches a portion of employee contributions up to five percent of the participant’s salary, subject to
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applicable limitations. Amtrak’s expenses under this plan were $6,915,000 and $6,580,000 for the years
ended September 30, 2005 and 2004, respectively.

NOTE 13: FAIR VALUE OF FINANCIAL INSTRUMENTS

For cash and cash equivalents, short-term investments, accounts receivable, accounts payable,
and accrued expenses and other current liabilities, the carrying amounts approximate fair value because of
the short maturities of these instruments. The carrying amounts of a portion of bonds and equipment
obligations also approximate fair value. All charge interest at rates that are periodically adjusted to
market.

The estimated fair values of the mortgage obligations, FRA loan, and remaining bonds were
based upon discounted cash flow analyses using interest rates available to Amtrak at September 30, 2005
and 2004 for debt with the same remaining maturities. The UDAG loan, although interest free, was also
valued based upon a discounted cash flow analysis using September 30, 2005 and 2004 market interest
rates. The estimated fair values of these financial instruments are as follows (in thousands):

2005 2004

Carrying Fair Carrying Fair

Amount Value Amount Value
FRA loan $ 82881 $ 78,955 $ 100,000 $ 99,315
Mortgage obligations 264,045 317,812 274,180 316,678
Equipment obligations 2,264 2,264 1,723 1,723
Bonds, net of discount 78,835 81,644 79,445 85,192
UDAG loan 11,317 9,549 11,447 10,327

$ 439342 $ 490,224 $ 466,795 $ 513,235
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