
March 17, 2008

Dear Shareholder:

You are cordially invited to attend the 2008 Annual Meeting of Shareholders of Burlington Northern Santa Fe
Corporation (BNSF or the Company) to be held on Thursday, April 24, 2008, at 8:00 a.m. Central time, at The
Fort Worth Club, Horizon Room, 306 W. 7th Street, Fort Worth, Texas.

The Notice of the 2008 Annual Meeting of Shareholders, the proxy statement and the proxy card are enclosed.
These materials describe the matters to be considered and voted upon at the annual meeting. Our 2007
achievements were a result of our delivery of reliable service and our diverse portfolio of business. We believe the
diversity of our portfolio makes us less vulnerable to market shifts than many other industries, and our 2007
results underscored that strength.

Your vote is important, regardless of the number of shares you hold. If you are unable to attend the meeting in
person, you may vote by telephone, via the Internet or by mailing a completed proxy card. Voting by any of these
methods will ensure your representation at the meeting. Please see pages 1-2 of the proxy statement for voting
instructions.

We appreciate your investment in BNSF and encourage your participation by promptly voting your proxy. I look
forward to seeing you at our annual meeting.

Sincerely,

Matthew K. Rose
Chairman, President and Chief Executive Officer



NOTICE OF THE 2008 ANNUAL MEETING OF SHAREHOLDERS
BURLINGTON NORTHERN SANTA FE CORPORATION

The Annual Meeting of Shareholders of Burlington Northern Santa Fe Corporation will be held on Thursday,
April 24, 2008, at 8:00 a.m. Central time, at The Fort Worth Club, Horizon Room, 306 W. 7th Street, Fort Worth,
Texas, for the following purposes:

(1) to elect 11 Directors;

(2) to ratify the appointment of PricewaterhouseCoopers LLP as the Company’s independent auditor for 2008;

(3) to vote on the proposal submitted by a shareholder, if properly presented at the meeting; and

(4) to act on such other business that is properly brought before the meeting in accordance with the By-Laws and
at any adjournment or postponement of the meeting.

Shareholders of record at the close of business on February 28, 2008, are entitled to notice of the meeting and
are entitled to vote at the meeting in person or by proxy. A list of these shareholders will be kept at the offices of
the Company in Fort Worth, Texas, for a period of ten days prior to the meeting.

Only shareholders or their proxy holders may attend the meeting. If you plan to attend the meeting, please check
the appropriate box on your proxy, save the admission ticket that is attached to your proxy and present it at the
door. Otherwise, please promptly sign, date and mail the enclosed proxy card using the enclosed addressed
envelope.

By order of the Board of Directors.

Roger Nober
Executive Vice President Law and Secretary

2650 Lou Menk Drive
Fort Worth, Texas 76131-2830
March 17, 2008

YOUR VOTE IS IMPORTANT. Whether or not you plan to attend the annual meeting, please vote
promptly. As explained on your proxy card, you may vote by toll-free telephone, via the Internet or
by signing, dating and mailing your proxy card in the prepaid envelope.

IMPORTANT NOTICE REGARDING THE AVAILABILITY OF PROXY MATERIALS FOR THE
SHAREHOLDER MEETING TO BE HELD ON APRIL 24, 2008

This proxy statement and the Company’s Annual Report for the fiscal year ended December 31, 2007 are both
available at www.bnsf.com under the “Investors” link.
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BURLINGTON NORTHERN SANTA FE CORPORATION
2650 LOU MENK DRIVE
FORT WORTH, TEXAS 76131-2830

PROXY STATEMENT FOR 2008 ANNUAL MEETING OF SHAREHOLDERS

GENERAL INFORMATION

Your Board of Directors (Board) is soliciting proxies to be voted at the 2008 annual meeting of shareholders to be
held on Thursday, April 24, 2008, at 8:00 a.m. Central time, at The Fort Worth Club, Horizon Room,
306 W. 7th Street, Fort Worth, Texas. Your vote is very important. For this reason, the Board is requesting that
you allow your stock to be represented at the meeting by the proxies named on the enclosed proxy card. We
began mailing this proxy statement and the form of proxy on or about March 17, 2008.

INFORMATION ABOUT THE ANNUAL MEETING AND VOTING

What items are to be voted upon at the annual meeting?

You will be voting on the following proposals:

• to elect 11 Directors;

• to ratify the appointment of PricewaterhouseCoopers LLP as the Company’s independent auditor for
2008;

• to vote on the proposal submitted by a shareholder, if properly presented at the meeting; and

• to act on such other business that is properly brought before the meeting in accordance with the By-
Laws and at any adjournment or postponement of the meeting.

Who is entitled to vote?

Only holders of record of the Company’s common stock at the close of business on February 28, 2008, are
entitled to notice of and to vote at the annual meeting. Each share of our common stock entitles the holder to
one vote. There were 346,138,663 shares of our common stock outstanding and eligible for voting at the annual
meeting at the close of business on February 28, 2008.

How do I vote?

You may vote in person at the meeting or by proxy. We recommend you vote by proxy even if you plan to attend
the meeting. If you attend the meeting and wish to vote in person or change your vote, you can always cancel
your proxy by voting at the meeting. If your shares are held by a bank, broker or other nominee on your behalf,
that holder will send you instructions as to how to vote your shares. Many banks and brokerage firms have a
process for their beneficial holders to provide voting instructions by telephone or via the Internet. If you are a
registered shareholder — you hold your shares in your own name — you may vote by proxy using one of the
methods described below.

Vote by Proxy Card. If you sign, date and return your proxy card by mail so that it is received before the day of
the annual meeting, your shares will be voted as you direct. For each Director nominee and for the other items
being submitted to a vote, you may vote “FOR,” vote “AGAINST” or abstain from voting on each nominee and
each item being submitted to a vote.

If you return your signed proxy card but do not specify how you want to vote your shares, your shares will be
voted “FOR” the election of all nominees for Director and the ratification of the appointment of
PricewaterhouseCoopers LLP as the Company’s independent auditor for 2008 and “AGAINST” the proposal
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submitted by a shareholder. Your shares will be voted in our discretion as to other business that is properly
brought before the meeting in accordance with the By-Laws or any adjournment or postponement of the meeting.

Vote by Telephone or via the Internet. You may also vote by telephone using the toll-free number or via the
Internet using the Internet address as described on the proxy card. Your shares will be voted as you direct in the
same manner as if you had marked, signed, dated and returned your proxy card, as described above. Your shares
must be voted before 11:59 p.m. Eastern time on April 23, 2008, when voted by either of these methods.

May I revoke my proxy?

You can revoke your proxy at any time before it is voted at the annual meeting by: (i) submitting a new proxy
with a later date by using the telephone or Internet voting procedures or by signing and returning a proxy card by
mail to the Company; (ii) attending the annual meeting and voting in person (except for shares held through a
bank, broker or other nominee of record); or (iii) sending written notice of revocation to our Secretary at 2650
Lou Menk Drive, Fort Worth, Texas 76131-2830.

What is the required vote for each item on the proxy card?

Election of Directors. Unless the number of nominees exceeds the number of Directors to be elected, each
nominee will be elected by the majority of the votes cast at any meeting for the election of Directors at which
quorum is present. A majority of the votes cast means that the number of shares voted “FOR” the nominee
exceeds the number of shares voted “AGAINST” the nominee.

Any nominee who does not receive a majority of the votes cast shall offer to tender his or her resignation. The
Directors and Corporate Governance Committee shall consider the resignation offer and recommend to the Board
whether to accept it. The independent Directors of the Board must act on the Directors and Corporate
Governance Committee’s recommendation within 90 days following certification of the election. Within ten days
after a Board determination on the tendered resignation, the Company will make a filing with the Securities and
Exchange Commission (SEC) announcing the decision and the reasons for the decision. Any Director who tenders
his or her resignation pursuant to this provision shall not participate in the Directors and Corporate Governance
Committee recommendation or Board action regarding whether to accept the resignation offer. The complete
details regarding this process are included in the Company’s By-Laws, which can be found at www.bnsf.com
under the “Investors” link.

Ratification of Appointment of Independent Auditor. To be approved by the shareholders, the proposal to
ratify the appointment of the Company’s independent auditor (independent registered public accounting firm)
must receive the affirmative vote of the majority of votes cast.

Shareholder Proposal. To be approved by the shareholders, the proposal must receive the affirmative vote of
the majority of votes cast.

How does the proxy voting process work?

If the proxy card is voted properly by telephone, via the Internet or by mail, the proxy will be voted in accordance
with the instructions indicated by it. If a proxy is given, the persons named in the proxy will have authority to
vote in accordance with their best judgment on any other matter that is properly presented at the meeting for
action, including any proposal to adjourn or concerning the conduct of the meeting.

The presence in person or by proxy of at least a majority of the shares of our common stock entitled to vote at
the meeting constitutes a quorum. Abstentions and broker “non-votes” count as present for establishing a
quorum. Shares held by the Company in its treasury do not count toward a quorum. If you have returned valid
proxy instructions or vote in person, your shares will be counted for the purpose of determining whether there is
a quorum, even if you abstain from any matter introduced at the meeting.

How do abstentions and broker non-votes work?

Abstentions and broker “non-votes” have no effect on the election of Directors or other matters decided by the
favorable vote of a specified percentage of shares cast. This is because abstentions and broker “non-votes” with
respect to any such matter are not considered votes cast for purposes of determining whether shareholder
approval of that matter has been obtained and, therefore, will have no effect on the outcome of the vote on any
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such matter. A broker “non-vote” will occur when shares held by a broker are present or represented at the
meeting, but the broker is not permitted to vote on an item to be voted on without instruction from the beneficial
owner of the shares and no instruction is given.

Who tabulates the votes?

Representatives of Broadridge Financial Solutions, Inc. will tabulate the votes and act as inspectors of election.

How are shares held in the Company’s dividend reinvestment plan voted?

Shares held in the Company’s dividend reinvestment plan will be voted in accordance with the vote indicated by
the shareholder of record on the proxy. If the proxy is properly executed and returned but no choice is indicated,
both record shares and shares held in the Company’s dividend reinvestment plan will be voted in accordance with
the Company’s recommendations as explained under “How do I vote? — Vote by Proxy Card” above. If a
shareholder holds shares both of record and in the dividend reinvestment account and does not vote the shares
held of record, the shareholder’s shares held in the dividend reinvestment account will not be voted.

How are shares held in any of the Company’s 401(k) savings plans voted?

If you are an employee participating in any of the Company’s 401(k) savings plans, your proxy card permits you
to direct the trustee how to vote the number of shares allocated to your account. The trustees of the Company’s
401(k) plans also vote allocated shares of common stock for which they have not received direction in the same
proportion as directed shares are voted.

How do I attend the annual meeting?

If you are a registered shareholder, simply detach the admission card from the proxy card and bring it with you to
the annual meeting. If you are a beneficial owner of stock held by a bank, broker or investment plan (with your
stock held in “street name”), an admission card with the form of a proxy will be sent to you by your broker or
other registered holder. If you do not receive the admission card with the form of a proxy in time, you may be
admitted to the meeting by showing your most recent brokerage statement or other proof of ownership verifying
your beneficial ownership of BNSF stock on February 28, 2008, the record date for voting. Because seating is
limited, admission will be limited to shareholders or their proxy holders who have an admission card or other
proof of ownership.

We can provide reasonable assistance to help shareholders with disabilities who wish to attend the annual
meeting. Please notify us of your plans to attend and describe your disability by writing to our Secretary at 2650
Lou Menk Drive, Fort Worth, Texas 76131-2830, at least two weeks before the meeting.

Does the Company solicit proxies?

In addition to this mailing, the Company’s employees and agents may solicit proxies personally, electronically,
telephonically or otherwise. The Company will bear the cost of its proxy solicitations. The Company will pay
Georgeson Inc. a fee of $12,000, plus reimbursement for out-of-pocket expenses, to help with the solicitation of
proxies. We also reimburse brokers and other nominees for expenses incurred in sending these materials to you
and gathering your voting instructions.

Will the voting results be made publicly available?

We will publish the voting results in our Quarterly Report on Form 10-Q for the quarter ending March 31, 2008, a
copy of which will be posted on our website at www.bnsf.com under the “Investors” link.
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ITEM 1: ELECTION OF DIRECTORS

Annual Election

At the annual meeting, 11 Directors will be elected, each to serve on the Board for a term of one year and until
his or her successor has been elected and qualified. All 11 incumbent Directors have been nominated for re-
election by the Board upon the recommendation of the Directors and Corporate Governance Committee.

We will vote your shares as you specify on the enclosed proxy card or when you vote by telephone or via the
Internet. If your proxy does not specify how you wish your shares to be voted, we will vote them “FOR” all the
nominees listed below. We do not expect that any of these nominees will be unavailable for election, but if such a
situation should arise, the proxy will be voted in accordance with the best judgment of the named proxies unless
you have directed otherwise.

The nominees are identified below along with certain background information. The time of service as a Director of
the Company includes prior service as a Director of Burlington Northern Inc., Santa Fe Pacific Corporation and
other predecessor companies of BNSF. No nominee, other than Mr. Rose, is or has been employed by or has
served as an executive officer of BNSF or its subsidiaries.

Nominees for Director

Edward E. Whitacre, Jr. Lead Director
Director since 1993

Mr. Whitacre, 66, has served as the Chairman Emeritus of AT&T Inc., San Antonio, Texas (communications holding
company) since June 2007. He previously served as the Chairman and Chief Executive Officer of AT&T Inc., from
January 1990 until he retired in June 2007. Mr. Whitacre is also a Director of Anheuser-Busch Companies, Inc.

Alan L. Boeckmann Director since 2001

Mr. Boeckmann, 59, has served as the Chairman and Chief Executive Officer of Fluor Corporation, Irving, Texas
(professional services holding company offering engineering, construction management and other services) since
February 2002. Mr. Boeckmann is also a Director of Fluor Corporation and Archer-Daniels-Midland Company.

Donald G. Cook Director since 2005

Mr. Cook, 61, retired in June 2005 as Commander (General), Air Training and Education Command, United States
Air Force, a position he had held from December 2001. Previously, Mr. Cook served as Vice Commander, Air
Combat Command, United States Air Force from June 1999 to December 2001. Mr. Cook is also a Director of
Crane Corp.
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Vilma S. Martinez Director since 1998

Ms. Martinez, 64, is a partner of Munger, Tolles & Olson, LLP, Los Angeles, California (law firm), a position she has
held since September 1982. Ms. Martinez is also a Director of Anheuser-Busch Companies, Inc. and Fluor
Corporation.

Marc F. Racicot Director since 2001

Mr. Racicot, 59, is the President and Chief Executive Officer of the American Insurance Association,
Washington, D.C. (property-casualty insurance trade organization). Previously, he was a partner at Bracewell &
Giuliani, L.L.P., Washington, D.C. (law firm) from February 2001 to August 2005; Chairman of Bush-Cheney ’04,
Inc. (political organization) from July 2003 to November 2004; Chairman of Republican National Committee
(political organization) from January 2002 to July 2003; and Governor of the State of Montana from 1993 to 2001.
Mr. Racicot is also a Director of Allied Capital Corporation and Massachusetts Mutual Life Insurance Company.

Roy S. Roberts Director since 1993

Mr. Roberts, 68, has served as the Managing Director of Reliant Equity Investors, L.L.C., Chicago, Illinois (private
equity firm) since September 2000. In April 2000, he retired from General Motors Corporation, Detroit, Michigan
(manufacturer of motor vehicles), where he was Group Vice President, North American Vehicle Sales, Service and
Marketing, a position he had held since July 1999. Mr. Roberts is also a Director of Abbott Laboratories.

Matthew K. Rose Director since 2000

Mr. Rose, 48, has served as the Chairman, President and Chief Executive Officer of Burlington Northern Santa Fe
Corporation, Fort Worth, Texas since March 2002. He is also the Chairman, President and Chief Executive Officer
of the Company’s subsidiary, BNSF Railway Company. Mr. Rose is also a Director of AMR Corporation and Centex
Corporation.
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Marc J. Shapiro Director since 1995

Mr. Shapiro, 60, retired in September 2003 as Vice Chairman for Finance, Risk Management and Administration of
J.P. Morgan Chase & Co., New York, New York (bank holding company), a position he had held since 1997.
Currently, Mr. Shapiro is a consultant and non-executive chairman of Chase Bank of Texas. He is also a Director of
Kimberly-Clark Corporation and The Mexico Fund, Inc. and a trustee of Weingarten Realty Investors.

J.C. Watts, Jr. Director since 2003

Mr. Watts, 50, has served as a senior partner of Oakcrest Capital Partners, LLC, Washington, D.C. (private equity
firm), since its founding in 2006, and as the Chairman of J.C. Watts Companies L.L.C./Watts Consulting Group,
Inc., Washington, D.C. (public affairs and corporate consulting business) since its founding in January 2003.
Previously, Mr. Watts was a member of Congress (R-4th Dist.-Okla.) from January 1995 to January 2003, and
Chairman of the House Republican Conference from 1999 to 2003. He is also a Director of Dillards, Inc. and Clear
Channel Communications, Inc.

Robert H. West Director since 1980

Mr. West, 69, retired in July 1999 as Chairman of Butler Manufacturing Company, Kansas City, Missouri
(manufacturer of pre-engineered building systems and specialty components). Previously, he served as the
Chairman and Chief Executive Officer of Butler Manufacturing Company from May 1986 to January 1999 and as
Chairman from January 1999 until his retirement. He is also a Director of Commerce Bancshares, Inc. and Great
Plains Energy, Inc.

J. Steven Whisler Director since 1995

Mr. Whisler, 53, retired in March 2007 as the Chairman and Chief Executive Officer of Phelps Dodge Corporation,
Phoenix, Arizona (mining and manufacturing company), a position he had held since November 2003. Previously,
Mr. Whisler was Chairman, President and Chief Executive Officer of Phelps Dodge Corporation from May 2000 to
October 2003. He is also a Director of US Airways Group, Inc. (and its principal subsidiaries, America West
Airlines, Inc. and US Airways, Inc.), Brunswick Corporation and International Paper Company.

The Board of Directors recommends a vote FOR all of the above nominees.
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GOVERNANCE OF THE COMPANY

Role of the Board

Pursuant to the Delaware General Corporation Law and the Company’s By-Laws, the business and affairs of the
Company are managed by the Chief Executive Officer (CEO) under the direction of the Board and the Lead
Director, as discussed below. Although the Board is responsible for establishing broad corporate policies and for
the overall performance and direction of the Company, it is not involved in the Company’s day-to-day operations.
Members of the Board keep informed of the Company’s business by participating in Board and committee
meetings, by reviewing analyses and reports, including those prepared by the Company, and through discussions
with the CEO and other executive officers of the Company.

Corporate Governance Guidelines

The Board has adopted Corporate Governance Guidelines (Guidelines) that address significant issues of corporate
governance and set forth the procedures by which the Board carries out its responsibilities. Among the areas
addressed by the Guidelines are Director qualifications and responsibilities, Board committee responsibilities, Lead
Director responsibilities, Director compensation and tenure, Director orientation and continuing education, access
to management and independent advisors, succession planning and management development, and Board and
committee performance evaluations. The Directors and Corporate Governance Committee is responsible for
periodically assessing and reviewing the adequacy of these Guidelines and recommending proposed changes to
the Board, as appropriate. The Guidelines are available on the Company’s website at www.bnsf.com under the
“Investors” link. The Company will provide the Guidelines in print, free of charge, to shareholders who request
them.

Director Independence

The Directors and Corporate Governance Committee of the Board reviewed all commercial and charitable
relationships that nominees for election as Directors have with BNSF and its subsidiaries and reported its findings
to the Board, which found that all nominees other than Mr. Rose, Chairman, President and CEO of BNSF, were
independent. In reaching this conclusion, the Directors and Corporate Governance Committee and the Board
considered information furnished by each of the Directors and other available information and determined that no
nominee, other than Mr. Rose, had (i) any relationship with BNSF or its subsidiaries (either directly or as a partner,
shareholder or officer of an organization that has a business or charitable relationship with BNSF or its
subsidiaries) that would preclude a finding of independence under the specified prohibitions of the Company’s
categorical independence standards (which subsume the corporate governance listing standards of the NYSE) or
(ii) any other relationship that the Directors and Corporate Governance Committee or Board believed would impair
the nominee’s independence. The categorical independence standards used by the Directors and Corporate
Governance Committee are included in the Corporate Governance Guidelines.

With the exception of Mr. Boeckmann, none of the other Directors has a business relationship with BNSF or its
subsidiaries. Mr. Boeckmann is Chairman and Chief Executive Officer of Fluor Corporation, which made payments
in the ordinary course of business aggregating less than 0.1% of either its or BNSF’s revenues to a BNSF
subsidiary for transportation services during 2007. The Directors and Corporate Governance Committee and the
Board considered this relationship and determined that Mr. Boeckmann was independent.

Certain Relationships and Related Person Transactions

BNSF has adopted a written policy for the review, approval or ratification of related person transactions between
the Company and Directors, nominees for Director, executive officers and beneficial owners of more than 5% of
BNSF’s common stock and members of their immediate families. The policy is available at www.bnsf.com under
the “Investors” link.

BNSF’s policy requires the related person to seek approval of covered transactions at the earliest practicable time
from the Directors and Corporate Governance Committee (or from the Chair of the Directors and Corporate
Governance Committee for transactions less than $1,000,000). If advance approval is not feasible or not identified
prior to commencement of the transaction, the transaction will be considered and, if appropriate, ratified at the
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next regular meeting. In seeking approval, the related person must report all known material terms and
circumstances of the transaction.

Covered related person transactions generally include any financial transaction, arrangement or relationship
(including an employment relationship, charitable contribution or pledge and indebtedness or guarantee of
indebtedness) in which BNSF is a participant, the aggregate amount exceeds $120,000 in any calendar year and a
related person described above has a direct or indirect material interest.

The policy excludes specified categories of transactions, determined by the Board not to have potential for
improper benefit to a related person, including (i) transactions in the ordinary course of business that are
consistent with other third party transactions and are below specified thresholds; (ii) charitable contributions
below specified thresholds or where the related person is not an executive officer or Director of the non-profit
entity; (iii) transactions with entities where the related person’s interest is based solely on his or her position as a
non-employee Director or unpaid volunteer; (iv) transactions determined by competitive bids; and (v) transactions
at rates regulated by law.

In determining whether to approve or ratify a related person transaction, the Directors and Corporate Governance
Committee (or Chair, if applicable) may take into account such factors as deemed appropriate, including:

• the extent of the related person’s interest;

• whether the transaction would interfere with the related person’s objectivity and independence in fulfilling
his or her responsibilities to BNSF;

• whether the transaction is fair to BNSF and on terms no less favorable than generally available to an
unaffiliated third party;

• whether the transaction is in the interest of BNSF and its shareholders; and

• whether the transaction is consistent with any conflicts of interest policies set forth in the BNSF Code of
Conduct and other policies.

Other than the transactions disclosed on page 22, there were no related person transactions in 2007 that were
required to be disclosed pursuant to SEC regulations.

Codes of Conduct and Ethics

The Company has a Code of Conduct that applies to our Directors, officers and salaried employees and a Code of
Business Conduct and Ethics that applies to our unionized employees. Both Codes of Conduct are available at
www.bnsf.com under the “Investors” link. The Company will provide copies in print, free of charge, to
shareholders upon request. All amended or restated codes will be promptly posted to the Company’s website.

Lead Director

The independent Directors have established the position of Lead Director, which is filled when the Chairman of the
Board is not independent. The independent Directors elected the Chairman of the Directors and Corporate
Governance Committee, Edward E. Whitacre, Jr., as Lead Director. The Lead Director:

• approves meeting agendas that have been prepared by the Chairman and CEO and assures that there is
sufficient time for discussion of all agenda items;

• reviews materials which will be discussed by the Board at one of its meetings (a) which are not otherwise
reviewed by one of the Chairmen of the Audit, Directors and Corporate Governance and Compensation and
Development Committees and (b) which require Board approval or will be reviewed at an Executive Session
of non-management Directors;

• reviews materials sent to the Board on a regular basis addressing industry news, analyst reports,
management communications regarding the financial condition of the Company or addressing current
issues impacting the Company, or news releases that the Company has issued on significant matters;

• presides at all meetings of the Board at which the Chairman is not present, including Executive Sessions of
non-management Directors;
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• acts as a liaison between the CEO and the independent Directors, as required; and

• when necessary, calls meetings of the independent Directors or Executive Sessions of non-management
Directors.

The non-management Directors or the Board may delegate additional duties to the Lead Director as appropriate.
The Corporate Governance Guidelines describe in more detail the Lead Director governance structure.

Identification of Director Candidates

The Corporate Governance Guidelines and the Directors and Corporate Governance Committee Charter give that
committee responsibility for identifying and reviewing Director candidates to determine whether they qualify for
and should be considered for membership on the Board.

The Directors and Corporate Governance Committee seeks candidates from diverse business and professional
backgrounds with outstanding integrity, achievements, judgment and other skills and experience that will enhance
the Board’s ability to serve the long-term interests of shareholders. Further, it seeks candidates who are
committed to representing the long-term interests of the shareholders. In seeking candidates with diverse
backgrounds, the Directors and Corporate Governance Committee seeks diversity in age, race and gender. The
Directors and Corporate Governance Committee reviews candidates with the objective of assembling a slate of
Directors that can best fulfill the Company’s goals and promote the shareholders’ interests.

Members of the Board will be asked to submit recommendations when there is an opening or an anticipated
opening for a Director position. The Directors and Corporate Governance Committee will also consider a candidate
for Director recommended by a shareholder. For more information, please see “Communications and Other
Matters — Shareholder Nomination of Directors.”

The Directors and Corporate Governance Committee may also use outside sources or third parties to find potential
Board member candidates and, similarly, may use the services of outside sources or a third party to evaluate or
assist in evaluating nominees brought to their attention. Should the Company use the services of a third party, it
would expect to pay a fee for such services.

2007 Board Meetings and Annual Meeting

The Board met seven times in 2007. Each of our Directors attended 100 percent of the meetings of the Board and
of the Board committees on which he or she served. It is the policy of the Company to encourage each Board
member to attend the annual meetings. Each of the 11 Directors elected at the 2007 annual meeting of
shareholders attended the meeting.

Board Committees

The Board has four standing committees: Executive, Compensation and Development, Directors and Corporate
Governance, and Audit. No member of any committee is presently an employee of the Company or its
subsidiaries, with the exception of Mr. Rose, who serves as Chairman of the Executive Committee. The specific
responsibilities of the Compensation and Development, Directors and Corporate Governance, and Audit
Committees are identified in their committee charters, each of which is posted on the Company’s website at
www.bnsf.com under the “Investors” link.
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Directors serve on the following committees as indicated below:

Executive
Compensation

and Development
Directors and Corporate

Governance Audit

Alan L. Boeckmann
Donald G. Cook
Vilma S. Martinez
Marc F. Racicot
Roy S. Roberts *
Matthew K. Rose *
Marc J. Shapiro
J.C. Watts, Jr.
Robert H. West *
J. Steven Whisler
Edward E. Whitacre, Jr.** *

* Committee Chairman

** Lead Director

Executive Committee. The Executive Committee, which did not meet during 2007, has all of the power and
authority of the Board at times when the Board is not in session, except those powers and authorities specifically
reserved by Delaware law to the full Board.

Compensation and Development Committee. The Compensation and Development Committee (the
Compensation Committee) held six meetings during 2007. The Board has determined that all members of the
Compensation Committee are independent under the NYSE corporate governance listing standards and the
Corporate Governance Guidelines. Each member also meets the definition of an “outside director” for purposes of
Section 162(m) of the Internal Revenue Code and the definition of a “non-employee director” for purposes of
Rule 16b-3 under the Securities Exchange Act of 1934. The purpose of the Compensation Committee is to provide
assistance to the Board in discharging its responsibilities relating to the compensation and development of the
CEO and other executive officers and with respect to equity-based compensation, incentive compensation and
employee benefit plans.

The Compensation Committee:

• reviews and approves corporate goals and objectives relevant to the CEO’s compensation, evaluates the
CEO’s performance in light of those goals and objectives, and recommends to the independent Directors
the CEO’s compensation level based on this evaluation;

• approves the compensation of executive officers (other than the CEO);

• adopts, amends, terminates or recommends to the Board the adoption, amendment or termination of the
Company’s equity-based employee plans;

• recommends to the Board the adoption or termination of the Company’s qualified, related nonqualified and
broad-based welfare employee benefit plans or recommends to the Board any significant amendments to
such plans;

• adopts, terminates, amends or recommends to the Board the adoption, termination or amendment of other
compensation plans for executive officers or related executive officer arrangements to the extent provided
by the terms of such plans or arrangements or to the extent required by NYSE listing standards or
applicable law;

• assists the Board in evaluating potential candidates for executive positions and oversees the evaluation of
management, executive succession planning and management development; and

• submits an annual report stating that the Compensation Committee has reviewed the Compensation
Discussion and Analysis prepared by management and discussed it with management and, based on the
review and discussion, has recommended to the Board that it be included in the Company’s proxy
statement.
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The Compensation Committee may delegate authority and responsibility to one or more subcommittees, each
comprised of one or more Directors. Any subcommittee that grants awards intended to comply with Rule 16b-3 of
the Securities Exchange Act of 1934 or to constitute performance-based compensation under Section 162(m) of
the Internal Revenue Code must consist of no fewer than two members who meet the definition of a “non-
employee director” under Rule 16b-3 of the Exchange Act and the definition of “outside director” under
Section 162(m) of the Internal Revenue Code.

The Compensation Committee may also delegate its authority and responsibilities to the CEO, provided that
delegation may not include the authority to amend or terminate equity-based plans or incentive compensation
plans for executive officers. The Compensation Committee may, however, delegate to the CEO the authority to
amend qualified, related nonqualified and broad-based welfare employee benefit plans and arrangements that do
not constitute “Significant Amendments.” Under the Compensation Committee’s charter, Significant Amendments
include amendments that: materially increase the Company’s liabilities under a benefit plan; change the design of
such plans with respect to the allocation of responsibilities; discriminate in scope, terms or operation in favor of
executive officers; and make changes which affect the Company’s indemnification obligations.

Compensation and Development Committee’s Executive Compensation Consultants. The
Compensation Committee retained several different compensation consulting firms to assist it in determining the
amounts and forms of our executive and non-executive compensation for 2007.

In 2006, Hewitt Associates, LLC (Hewitt) served as advisor to the Compensation Committee. Hewitt was retained
to assist the Compensation Committee in making decisions with respect to executive compensation, provide
market data to the Compensation Committee, provide updates to the Compensation Committee on the latest
regulatory, legal and accounting considerations impacting compensation and benefit programs, and assist the
Compensation Committee with issues relating to executive talent management and management transitions. In
late 2006, Hewitt helped the Compensation Committee determine 2007 salaries for executive officers. Hewitt also
provided several services to the Company in 2007, although the individual consultant primarily used by the
Compensation Committee did not provide any services to the Company.

In early 2007, the individual consultant at Hewitt upon whom the Compensation Committee had primarily relied
became employed by James F. Reda & Associates, LLC (Reda), and, as a result, the Compensation Committee
hired Reda as its compensation consultant. Reda’s scope of engagement for the Compensation Committee in 2007
included reviewing and commenting on recommendations by management with respect to the Company’s
executive compensation programs, including program changes and redesign, special awards, change in control
provisions, executive contracts, executive stock ownership guidelines, promotions and retirement policies. Its
scope of engagement also included attending regular meetings of the Compensation Committee, as requested by
the Chairman of the Compensation Committee, periodically consulting with the Chairman of the Compensation
Committee and providing periodic updates to the Compensation Committee on legal, accounting and other
developments and trends that affected executive compensation. Reda was also asked to be available to help the
Compensation Committee with respect to special projects on compensation and related issues, including providing
research on specific issues or practices of other companies and research, analysis and advice on non-
compensation issues.

Despite its broad scope of engagement, Reda’s actual role was generally limited to reviewing materials provided
to the Compensation Committee and advising the Compensation Committee regarding recommendations by the
Company, including those regarding long-term incentive grants to the CEO. Reda did not provide any services to
the Company other than its services to the Compensation Committee.

In June 2007, when the individual consultant who was primarily responsible for assisting the Compensation
Committee became employed by the consulting firm of Towers Perrin, the Compensation Committee terminated
its relationship with Reda and engaged Towers Perrin as its compensation consultant. Towers Perrin’s scope of
engagement was substantially the same as Reda’s engagement, as described above. Towers Perrin also provided
several services to the Company in 2007, although the consultant primarily used by the Compensation Committee
did not provide any services to the Company.
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To further ensure the independence of the Compensation Committee’s consulting firm, in December 2007, the
Compensation Committee hired the consulting firm of Frederic W. Cook & Co., Inc. (Cook) as its sole
compensation consultant, effective January 1, 2008. Cook’s scope of engagement consists of assisting the
Compensation Committee in connection with the Company’s executive officer, Board and other compensation
related matters. As noted below, prior to its engagement by the Compensation Committee, Cook provided certain
services to the Company. The terms of Cook’s engagement by the Compensation Committee prohibit Cook from
providing any further services directly to the Company or its management.

Company’s Executive Compensation Consultants. The Company engaged several compensation consultants
in 2007. Towers Perrin, Hewitt and the Hay Group were each used by the Company to provide data and advice
regarding executive compensation policies and practices and survey data. Towers Perrin and Hewitt were each
also engaged by the Company to perform other work during 2007 that was not related to executive
compensation, such as providing general industry and railroad compensation data for non-executive positions,
assisting in workforce planning forecasts, analyzing financial risk, and environmental and personal injury liabilities,
and providing actuarial services.

In mid-2007, the Company hired Cook to assist in reviewing the Company’s executive compensation programs,
such as change in control policies and perquisites, in light of best practices. Due to its subsequent engagement by
the Compensation Committee, Cook no longer provides any services directly to the Company.

Compensation and Development Committee Interlocks and Insider Participation. No interlocking
relationship existed during 2007 between the Company’s Board or Compensation Committee and the Board or
compensation committee of any other company.

Directors and Corporate Governance Committee. The Directors and Corporate Governance Committee held
four meetings during 2007. The Board has determined that all members of the Directors and Corporate
Governance Committee are independent under the NYSE listing standards and the Company’s Corporate
Governance Guidelines.

The Directors and Corporate Governance Committee assists the Board in relation to: (i) appropriate size of the
Board; (ii) Director nominations; (iii) Board independence and performance; (iv) corporate governance; and
(v) Director compensation, including equity-based Director plans.

Audit Committee. The Audit Committee held six meetings during 2007. The Board has determined that all
members of the Audit Committee are financially literate and that all are independent under the NYSE listing
standards, SEC rules governing the qualifications of audit committee members, the Corporate Governance
Guidelines and the Audit Committee Charter. The Board has also determined that each of the members of the
Audit Committee (Robert H. West, Alan L. Boeckmann, Marc J. Shapiro and J. Steven Whisler) qualifies as an
“audit committee financial expert” as defined by SEC rules and each has accounting or related financial
management expertise as required by NYSE listing standards. No member of the Audit Committee serves on the
audit committees of more than three public companies.

The Audit Committee assists the Board in fulfilling its responsibilities with respect to the Company’s
(i) independent auditors; (ii) the audit committee report required by the SEC to be included in the Company’s
proxy statement; (iii) financial statements; (iv) internal audit function; and (v) compliance with legal and
regulatory requirements.

Executive Sessions of Non-Management Directors

Non-management Directors of the Board conduct executive sessions at least three times per year at regularly
scheduled meetings. Executive sessions are chaired by the Lead Director.
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Retirement Policy

Under the Company’s Corporate Governance Guidelines, no individual may serve as a Director beyond the annual
meeting of shareholders on or following his or her 72nd birthday. Individual Directors who change the
responsibility they held when they were elected to the Board should volunteer to resign from the Board to afford
the Board the opportunity, through the Directors and Corporate Governance Committee, to review the
appropriateness of continued Board membership under the circumstances. The Company’s Corporate Governance
Guidelines provide that when the Company’s CEO resigns or retires from that position, he or she should offer to
resign from the Board at the same time. The Board will consider the merits of having a former CEO serve on the
Board and will act accordingly, but no former CEO who serves on the Board will be considered an independent
Director for corporate governance purposes.
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DIRECTORS’ COMPENSATION

The fiscal year 2007 compensation of our non-employee Directors is shown in the following table:

Name
Fees Earned or
Paid in Cash(1)

Stock Awards
(2)(3)

Change in
Pension Value

and Nonqualified
Deferred

Compensation
Earnings(4) Total

Alan L. Boeckmann $ 71,000 $180,791 $ 0 $251,791
Donald G. Cook $ 68,000 $206,490 $ — $274,490
Vilma S. Martinez $ 64,000 $180,791 $ 0 $244,791
Marc F. Racicot $ 65,000 $180,791 $ 0 $245,791
Roy S. Roberts $ 78,000 $180,791 $2,572 $261,363
Marc J. Shapiro $ 71,000 $180,791 $ 0 $251,791
J.C. Watts, Jr. $ 68,000 $180,791 $ 0 $248,791
Robert H. West $ 83,000 $180,791 $2,572 $266,363
J. Steven Whisler $ 68,000 $180,791 $ 0 $248,791
Edward E. Whitacre, Jr. $101,000 $180,791 $ 0 $281,791

(1) Amounts disclosed in the Fees Earned or Paid in Cash column include annual retainers, supplemental annual
retainers and meeting fees, including any such amounts that were deferred in accordance with the 2005
Deferred Compensation Plan for Non-Employee Directors.

(2) Amounts disclosed in the Stock Awards column relate to restricted stock units (RSUs) granted in 2007 and in
prior years. The amounts disclosed represent the Company’s 2007 compensation cost recorded in the financial
statements for stock awards in accordance with Statement of Financial Accounting Standards No. 123 (revised
2004) (FAS 123R). These amounts do not correspond to the actual value that will be received by the
Directors. Compensation cost for stock awards is recorded ratably over the vesting period using the grant-
date fair value. The RSUs granted in 2007 to the Directors had a grant-date fair value of $88.77. See footnote
14 of the Company’s financial statements in the Company’s Annual Report on Form 10-K for the assumptions
made in determining FAS 123R values. Pursuant to Securities and Exchange Commission rules, the amounts
shown exclude the impact of estimated forfeitures related to service-based vesting conditions. There were no
forfeitures of stock awards during 2007.

(3) The following table shows the aggregate number of equity awards held by each Director as of December 31,
2007:

Name Stock Options (#) RSUs (#)

Alan L. Boeckmann 0 10,500
Donald G. Cook 0 6,684
Vilma S. Martinez 0 10,500
Marc F. Racicot 0 10,500
Roy S. Roberts 9,000 10,500
Marc J. Shapiro 18,000 10,500
J.C. Watts, Jr. 0 10,500
Robert H. West 0 10,500
J. Steven Whisler 0 10,500
Edward E. Whitacre, Jr. 0 10,500

(4) Amounts disclosed in the Change in Pension Value and Nonqualified Deferred Compensation Earnings column
represent the aggregate increase in the actuarial present value of the accumulated benefits under the
Directors’ Retirement Plan from the pension plan measurement date used for financial statement reporting
purposes with respect to the Company’s audited financial statements for 2006 to the pension plan
measurement date used for financial statement reporting purposes with respect to the Company’s audited
financial statements for 2007. For the following Directors, there were the following aggregate decreases due
to discount rate changes, so $0 is shown in the column: Mr. Boeckmann — $1,102; Ms. Martinez — $1,625;
Mr. Racicot — $1,102; Mr. Shapiro — $4,355; Mr. Watts — $385; Mr. Whisler — $5,878; and Mr. Whitacre —
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$1,144. Mr. Cook joined the Board after the Directors’ Retirement Plan was terminated in 2003 and is not
eligible for a benefit. Earnings on deferrals of compensation pursuant to the Deferred Compensation Plan for
Directors and the 2005 Deferred Compensation Plan for Non-Employee Directors are not “preferential” or
“above market” as defined by SEC rules and thus are not included in this table.

Narrative Disclosure To 2007 Director Compensation Table

The following describes material features of the compensation disclosed in the 2007 Director Compensation table.

Annual Retainer. Each non-employee Director receives an annual retainer of $60,000, paid in quarterly
installments. The Lead Director is paid a supplemental annual retainer of $20,000. The Chairman of the Audit
Committee is paid a supplemental annual retainer of $15,000, and each non-employee Director who chairs any
other Board committee is paid a supplemental annual retainer of $10,000. In addition, for attendance at each
committee meeting or any inspection trip or similar meeting, a meeting fee of $1,000 plus expenses is paid.
Expenses for attendance by spouses of Directors are also paid in connection with certain meetings.

Prior to 2004, Directors were permitted to exchange up to 25% of their annual retainer for 150% of the value in
restricted stock under the Non-Employee Directors’ Stock Plan (described below). The last of these restricted
stock awards, held by all Directors except Messrs. Cook and Racicot, vested on December 31, 2006. Dividends
were paid on restricted stock, and the shares were permitted to be voted.

Non-Employee Directors’ Stock Plan. Under the Non-Employee Directors’ Stock Plan, each non-employee
Director receives a grant of 2,100 RSUs as of the date of each annual meeting of the Company’s shareholders (or,
if later, two business days after the release of the Company’s first quarter earnings). If an individual becomes a
Director after the annual meeting has occurred for the year, he or she will receive a prorated portion of the annual
grant of RSUs for the portion of the year following the date on which the individual becomes a Director. Each non-
employee Director also receives a one-time grant of 1,000 RSUs after the annual meeting at which he or she is
first elected to the Board. RSUs vest on the date of the next annual meeting of shareholders after they are
granted if the Director remains on the Board on such date. Early vesting will occur on the date of the Director’s
termination of services prior to such annual meeting if the Director’s services terminate by reason of the Director’s
retirement, death or disability, or on the date of a change in control, as defined in the change in control
agreements described on page 50 of this proxy statement, that occurs prior to such annual meeting. Vested RSUs
will be distributed as shares of unrestricted stock — one share of the Company’s common stock for each RSU —
upon the date the Director’s term of service ends. Shares underlying RSUs may not be voted, but holders of RSUs
have the right to receive a cash payment equivalent to regular dividends with respect to their RSUs at such times
and in such amounts as dividends are paid on the Company’s common stock.

The Company previously made equity grants to non-employee Directors in the form of nonqualified stock options,
rather than RSUs. The options vested one year from the date of grant or earlier upon retirement, death, disability
or change in control. All options held by Directors are vested. Options expire ten years after grant, but no longer
than one year after termination of the Director’s services.

Directors’ Retirement Plan. The Directors’ Retirement Plan provided non-employee Directors an annual
benefit following retirement if they served as a member of the Board (including service with Company
predecessors) for ten consecutive years, attained the mandatory retirement age of 72 or were designated by the
Directors and Corporate Governance Committee as eligible for benefits. The plan was terminated on July 17,
2003. However, individuals who were Directors on July 17, 2003, and were eligible for retirement under the
Directors’ Retirement Plan on that date will receive annual payments beginning upon their retirement of $40,000
per year, which was the amount of the annual retainer for services as a Board member at the time the plan was
terminated. In addition, individuals who were members of the Board on July 17, 2003, but who were not eligible
for retirement as of such date, and who have at least ten years of Board service upon their eventual retirement,
will be eligible to receive a prorated annual payment under the Directors’ Retirement Plan based on the number of
months that they served on the Board as of July 17, 2003. The payments under the plan will be paid in quarterly
installments. Payment ceases upon an individual’s death. All Directors, other than Mr. Cook, who joined the Board
in 2005, are eligible for a benefit under the Directors’ Retirement Plan.
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Deferred Compensation Plan for Directors and 2005 Deferred Compensation Plan for Non-Employee
Directors. Directors may defer their annual retainers and meeting fees pursuant to the 2005 Deferred
Compensation Plan for Non-Employee Directors and its predecessor, the Deferred Compensation Plan for
Directors. Earnings on deferrals track the investment options elected by the Director, which include a Prime Rate
interest account, a Company stock-equivalent (phantom stock) account, an S&P 500 index fund account and a
long-term capital appreciation fund account. Other investment tracking options may be established. Directors
receive, based upon their elections, distributions of their deferrals either in up to ten annual installments or as
lump-sum payments after their departure from the Board. If a Director dies prior to payment of all amounts due
under the plans, the balance of the amount due will be payable to the Director’s beneficiary in a lump sum.

Directors’ Charitable Award Program. Under the Directors’ Charitable Award Program established by one of
our predecessor companies, a $1,000,000 donation to an eligible educational institution designated by
Mr. Whitacre will be payable upon his death, retirement or disability, or other circumstances as deemed
appropriate by the Directors and Corporate Governance Committee. No amounts are included in the Director
Compensation Table with respect to the program. In the event of a change in control of the Company, as defined
in the change in control agreements described on page 50 of this proxy statement, and provided that the Board
does not direct otherwise, the Company will immediately designate Mr. Whitacre’s recommended educational
institution as a beneficiary in connection with the program and place all necessary funds to make the donations
into a trust administered by an independent trustee. Except as to the Directors of the predecessor company to
which the program applied, the program was discontinued in 1995, and therefore Mr. Whitacre is the only current
Director who is eligible to participate.

Amended and Restated Benefits Protection Trust. The Amended and Restated Benefits Protection Trust,
described on page 49 of this proxy statement, applies to the Directors’ Retirement Plan, the 2005 Deferred
Compensation Plan for Non-Employee Directors and the Deferred Compensation Plan for Directors. In the event of
a change in control, the Company is required to deposit in the trust an amount equal to Directors’ accrued
benefits under the plans.
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ITEM 2: APPOINTMENT OF INDEPENDENT AUDITOR

Ratification of Appointment of Independent Auditor

PricewaterhouseCoopers LLP served as the independent auditor (independent registered public accounting firm)
for the Company and its wholly owned subsidiary BNSF Railway Company for 2007. Representatives of
PricewaterhouseCoopers LLP will be present at the annual meeting with the opportunity to make a statement if
they desire to do so and are expected to be available to respond to appropriate questions.

At its January 2008 meeting, the Audit Committee of the Board of Directors appointed PricewaterhouseCoopers
LLP as the Company’s independent auditor for 2008. PricewaterhouseCoopers LLP has begun certain work related
to the 2008 audit as approved by the Audit Committee. Information on independent auditor fees for the last two
fiscal years is set forth below.

Although NYSE listing standards require that the Audit Committee be directly responsible for selecting and
retaining the independent auditor, the Company is providing shareholders with the means to express their views
on this issue. Although this vote cannot be binding, in the event the shareholders fail to ratify the appointment of
PricewaterhouseCoopers LLP, the Audit Committee will reconsider this appointment. Even if the appointment is
ratified, the Audit Committee in its discretion may direct the appointment of a different independent auditing firm
at any time during the year if the Audit Committee determines that such a change would be in the best interests
of the Company and its shareholders.

The members of the Audit Committee and the Board of Directors recommend a vote
FOR ratification of the appointment of PricewaterhouseCoopers LLP as the Company’s

independent auditor for 2008.

Independent Auditor Fees

The fees incurred by Burlington Northern Santa Fe Corporation, including its majority-owned subsidiaries, for
services provided by PricewaterhouseCoopers LLP, the independent auditor, in 2007 and 2006 are set forth below.

2007 2006

Twelve Months
Ended

December 31,

(in thousands)

Audit Fees . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $2,432 $2,486
Audit-Related Fees . . . . . . . . . . . . . . . . . . . . . . . . . . . 0 12
Tax Fees . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 101 70

Total . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $2,533 $2,568

Audit-Related Fees. Audit-related fees consist of professional services related to benefit plans. In 2006, BNSF
transitioned benefit plan audit services from PricewaterhouseCoopers LLP to another audit firm.

Tax Fees. Tax fees consist of professional services for tax compliance, tax audit and tax planning for specific
transactions or potential transactions of the Company.

Pre-Approval Policies and Procedures

The Audit Committee or its Chairman pre-approves all fees and services provided by the independent auditor,
subject to the exceptions for non-audit services described in the Securities Exchange Act of 1934 and rules and
regulations thereunder. During 2007 and 2006, all fees incurred were pre-approved.
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Audit Committee Report

This report is submitted by the Audit Committee of the Board of Directors.

The Board of Directors pursues its responsibility for oversight of the Company’s financial reporting process
through the Audit Committee. The Board of Directors, in its business judgment, has determined that all members
of the Audit Committee are independent and financially literate and that all have accounting or related financial
management expertise as required by the applicable listing standards of the New York Stock Exchange. The Audit
Committee operates pursuant to a charter adopted by the Board of Directors, as amended and restated in
February 2008, a copy of which is posted on the Company’s website at www.bnsf.com under the “Investors” link.
The Audit Committee and the Board of Directors annually review and assess the adequacy of the charter.

As set forth in the charter, management bears the primary responsibility for the Company’s financial statements
and related disclosures, as well as the maintenance of appropriate accounting and financial reporting principles
and practices, and internal controls and procedures designed to ensure compliance with accounting standards and
applicable laws and regulations. The Audit Committee is responsible for oversight of these roles of management,
as well as for the appointment, retention, compensation, evaluation and termination of the Company’s
independent auditor, including pre-approval of all audit services and the fees and terms thereof. The Audit
Committee is also responsible for the preparation of an audit committee report to be included in the Company’s
annual proxy statement. The Audit Committee meets regularly with the independent auditor, management and
the Company’s internal auditors. The independent auditor and the Company’s internal auditors have direct access
to the Audit Committee, with and without the presence of management representatives, to discuss the scope and
results of their work and their comments on the adequacy of internal accounting controls and the quality of
financial reporting.

In performing our oversight function, we have reviewed and discussed the audited financial statements with
management and the Company’s independent auditor for 2007, PricewaterhouseCoopers LLP. We have also
discussed with PricewaterhouseCoopers LLP the matters required to be discussed by Statements on Auditing
Standards No. 61 (Communication with Audit Committees) and No. 90 (Audit Committee Communications). In
addition, we have received the written disclosures and the letter from PricewaterhouseCoopers LLP required by
Independence Standards Board Standard No. 1 (Independence Discussions with Audit Committees) and discussed
with them their independence from the Company and management. We have considered whether the non-audit
services provided by PricewaterhouseCoopers LLP are compatible with their independence.

Based on our review and the discussions described above, the Audit Committee recommended to the Board of
Directors that the audited financial statements be included in the Company’s Annual Report on Form 10-K for the
fiscal year ended December 31, 2007, filed with the Securities and Exchange Commission.

Audit Committee:
Robert H. West, Chairman
Alan L. Boeckmann
Marc J. Shapiro
J. Steven Whisler
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ITEM 3: SHAREHOLDER PROPOSAL REGARDING SAY ON EXECUTIVE PAY

Emil Rossi (Proponent) has submitted a shareholder proposal for consideration (Shareholder Proposal) at our
annual meeting of stockholders. The Proponent’s address is P.O. Box 249, Boonville, CA 35415-0249. The
Proponent has represented to BNSF that he held 975 shares of common stock as of November 16, 2007. BNSF is
not responsible for the contents of the Shareholder Proposal or the accuracy thereof. If properly presented at the
annual meeting of stockholders, the Board of Directors unanimously recommends a vote AGAINST the following
Shareholder Proposal.

Shareholder Proposal

3 - Shareholder Say on Executive Pay

RESOLVED, that shareholders of our company request our board of directors to adopt a policy to give
shareholders the opportunity at each annual shareholder meeting to vote on an advisory resolution, proposed by
management, to ratify the compensation of the named executive officers (NEOs) set forth in the proxy
statement’s Summary Compensation Table (SCT) and the accompanying narrative disclosure of material factors
provided to understand the SCT (but not the Compensation Discussion and Analysis). The proposal submitted to
shareholders should make clear that the vote is non-binding and would not effect any compensation paid or
awarded to any NEO.

Investors are increasingly concerned about mushrooming executive pay which often appears to be insufficiently
aligned with the creation of shareholder value. As a result, in 2007 shareholders filed more than 60 “say on pay”
resolutions with companies, averaging a 42% vote. In fact, seven resolutions exceeded a majority vote. Verizon
Communications (VZ), under fire from shareholders over executive pay practices, and Aflac (AFL) decided to
present such a resolution to a shareholder vote. A bill to provide for annual advisory votes on executive pay
passed in the U.S. House of Representatives by a 2-to-1 margin.

Our directors prevented us from voting on this topic in 2007 by capitalizing on a technicality. Please see:
Burlington Northern Santa Fe Corp. (January 31, 2007).

The advantage of adopting this proposal should also be considered in the context of our company’s overall
corporate governance. For instance in 2007 the following governance status was reported (and certain concerns
are noted):

• The Corporate Library http://www.thecorporatelibrary.com, an independent investment research firm said
total actual compensation for our CEO, Mr. Rose was $14 million in 2006 – more than 20% greater than
compensation at other similarly sized firms. Our company’s share price underperformed the S&P 500 by
10% in 2006.

• We had no Independent Chairman – Independent oversight concern.
• Plus our lead director, Mr. Whitacre, was potentially conflicted and had 14-years director tenure –

Independence concerns.
• No shareholder right to cumulative voting or acting by written consent.
• Three directors reported non-director links with our company – Independence concern.
• Our full Board met only 6-times in a year.
• The chairman of our Audit Committee had 27-years director tenure – Independence concern.

Additionally:

• Our following directors served on boards rated D by the Corporate Library:
1) Ms. Martinez Anheuser-Busch (BUD)
2) Mr. Whitacre Anheuser-Busch (BUD)
3) Mr. Racicot Allied Capital (ALD)
4) Mr. Watts Clear Channel (CCU)

Dillard’s (DDS)
5) Mr. Roberts Abbott Laboratories (ABT)
6) Mr. Cook Crane (CR)
7) Mr. Rose Centex (CTX)
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• 45% of our Board receive more than 10% withhold votes in 2007 including:

Ms. Martinez
Mr. Rose
Mr. Whisler
Mr. Whitacre
Mr. Racicot

The above status shows there is room for improvement and reinforces the reason to take one step forward now
and vote yes:

Shareholder Say on Executive Pay – Yes on 3

Board of Directors Statement in Opposition to the Shareholder Proposal

BNSF urges shareholders to vote against the Shareholder Proposal. Establishing executive compensation
arrangements requires the balancing of various business considerations and involves numerous goals and various
types of programs designed to meet those goals. The Board and its Compensation and Development Committee
have done a good job establishing compensation arrangements that are aligned with the creation of shareholder
value. The advisory vote proposed would not be effective because it would not provide the Board with any
meaningful insight into what particular elements of our executive compensation program are of concern to the
shareholders. Such an advisory vote is also unnecessary, as shareholders already have an effective means of
communicating directly to the Board of Directors their specific suggestions as to the program and its various
elements.

Establishing executive compensation arrangements involves balancing numerous business considerations against
competitive pressures and is an undertaking for which BNSF’s Board of Directors and its Compensation and
Development Committee are well suited. As detailed in the Compensation Discussion and Analysis portion of this
proxy statement, our compensation goals are intended to: (1) achieve strong business performance by
emphasizing performance-based compensation; (2) align the interests of our officers with those of shareholders
by rewarding executives with growth in the value of our stock and by encouraging them to hold significant
amounts of our stock; (3) align the interests of our executives with other employees by using a common
framework for compensation and performance measures; and (4) attract and retain valuable executives by
providing competitive compensation. To achieve these goals, we use a variety of compensation programs,
including salaries, annual cash incentives, performance-based stock and stock option awards, pensions and other
forms of compensation. Our performance-based compensation puts some pay at risk and provides greater
rewards for strong performance by individuals and the business. In addition to executives, all 5,800 salaried and
more than one-quarter of our 38,000 union employees have opportunities for bonuses based on BNSF’s annual
performance in areas such as safety, earnings per share, and the velocity of locomotives and freight cars. We
believe this has helped enhance our investment performance for shareholders which, as measured by compound
annual growth rate and annual returns, has significantly surpassed both the Standard & Poor’s 500 and Dow
Jones transportation indices for several years. Indeed, Forbes Magazine has listed BNSF as the only company in
the Transportation sector in its list of America’s 400 Best Big Companies and recognized our CEO, Matthew K.
Rose, as being among the “Best-Performing Bosses.”

The Board believes that the “advisory vote” on executive officer compensation requested by the proponent would
not provide the Board or its Compensation and Development Committee with any usable insight into specific
shareholder concerns regarding how decisions are made concerning executive compensation. There would be no
way of knowing whether a shareholder’s vote was meant to express satisfaction or dissatisfaction with the level,
structure or mix of the compensation of any particular executive or group of executives or with the structure or
content of the overall compensation program. In short, a simple vote “FOR” or “AGAINST” the compensation paid
as reflected in the Summary Compensation Table would not enable shareholders to provide constructive feedback
to the Company and would not be effective.

BNSF already has a more efficient and meaningful method for shareholders to communicate with our Directors on
executive compensation practices than the proposed advisory vote. As discussed on page 55 under the heading
“Communications with the Board,” shareholders may communicate with members of our Board of Directors, including
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our non-management Directors as a group, our Lead Director, the Compensation and Development Committee or any
Director, by writing to the Company. Unlike the advisory vote called for in the Shareholder Proposal, communicating
directly with the Board of Directors will allow you to voice any specific observations or concerns directly to the decision
makers.

The members of the Board of Directors recommend that shareholders
vote AGAINST this proposal.
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STOCK OWNERSHIP IN THE COMPANY

Certain Beneficial Owners

The following table sets forth the name, address, stock ownership and voting power of each person or group of
persons known to the Company to own beneficially more than five percent of the Company’s common stock as of
the date indicated.

Name and Address of Beneficial Owner
Shares Held and Nature of

Beneficial Ownership Percentage

Berkshire Hathaway Inc.
1440 Kiewit Plaza
Omaha, Nebraska 68131 63,785,418 (1) 18.4% (1)
UBS AG
Bahnhofstrasse 45
PO Box CH-8021
Zurich, Switzerland 20,629,008 (2) 5.9% (2)

(1) A report on Form 4, dated January 24, 2008, indicates that these shares are owned by National Indemnity
Company (NICO), a subsidiary of OBH, Inc. (OBH). OBH is a subsidiary of Berkshire Hathaway Inc.
(Berkshire). As OBH and Berkshire are each in the chain of ownership of NICO, each of Berkshire and OBH
may be deemed presently to both beneficially own and have a pecuniary interest in all shares of BNSF
common stock presently owned by NICO. Warren E. Buffett, as the controlling stockholder of Berkshire,
may be deemed presently to beneficially own, but only to the extent he has a pecuniary interest in, the
shares of BNSF common stock presently owned by NICO. Mr. Buffett disclaims beneficial ownership of the
reported securities except to the extent of his pecuniary interest therein.

(2) A report on Schedule 13G, dated February 11, 2008, by UBS AG, discloses that it had sole power to vote
or direct the vote of 17,574,468 shares and the shared power to dispose or to direct the disposition of
20,629,008 shares. These shares are beneficially owned through the UBS Global Asset Management
business group of UBS AG, UBS Global Asset Management (Americas) Inc., UBS Global Asset Management
Trust Company, UBS Global Asset Management (Canada) Co., UBS Global Asset Management (Australia)
Ltd., UBS Global Asset Management (Hong Kong) Limited, UBS (Trust & Banking) Limited, UBS Global
Asset Management (Japan) Ltd., UBS Global Asset Management (Singapore) Ltd., UBS Global Asset
Management (Taiwan) Ltd., UBS Global Asset Management (France) SA, UBS Global Asset Management
(Deutschland) GmbH, UBS Global Asset Management (Italia) SIM SpA, UBS Espana S.A., UBS Global Asset
Management (UK) Ltd. and UBS Global Asset Management Life Limited.

Transactions with the Company. The only transactions since the beginning of 2007 between the Company
and its subsidiaries and holders of 5% or more of its stock of which the Company is aware are as follows:

UBS Global Asset Management is a subsidiary of UBS AG. UBS Realty Investors LLC, a subsidiary of UBS Global
Asset Management, manages a portion of the pension plan assets in the Burlington Northern Santa Fe Master
Retirement Plan. During 2007, the Company paid approximately $917,000 for these services. In addition, UBS
Global Asset Management (Canada) Co. manages the Canadian pension plan assets of the Company. During 2007,
the Company paid approximately $32,000 in Canadian Dollars for these services.

NetJets Inc. is a subsidiary of Berkshire Hathaway Inc. In 2007, we paid NetJets approximately $1,221,000 for
aircraft operating costs, flight specific direct operating costs and other fees incurred in connection with our
fractional share ownership of a NetJets aircraft. We also paid Executive Jet Management, Inc., a subsidiary of
NetJets, approximately $3,519,000 for aircraft operations management services. MidAmerican Energy Company is
also a subsidiary of Berkshire Hathaway. In 2007, we paid MidAmerican approximately $3,154,000 for natural gas
and electricity. We provide transportation services to certain subsidiaries of Berkshire Hathaway Inc., including
Acme Brick Company, Johns Manville Corporation and PacificCorp. In 2007, we earned revenues of approximately
$127,000, $1,880,000, and $18,917,000, respectively, for transportation services provided to these companies. In
2007, Burlington Northern Santa Fe Insurance Company, Ltd., a wholly owned subsidiary of BNSF, entered into
insurance transactions with Berkshire Hathaway International Insurance Limited, a subsidiary of Berkshire
Hathaway Inc., totaling $2,175,000. All of these relationships were in place prior to Berkshire Hathaway’s
acquisition of BNSF common stock. Also, all of these relationships were in the ordinary course of business and

22



below a specified threshold, and therefore within a category of transactions determined by the Board not to have
potential for improper benefit to a related person under our related person transaction policy described on page 7
of this proxy statement.

Ownership of Management

The following table shows, as of February 28, 2008, the number of shares of Company common stock beneficially
owned by Directors, the executive officers named in the Summary Compensation Table and all Directors and
executive officers of the Company as a group, with sole voting and investment power unless otherwise indicated.
No individual Director or executive officer owned more than one percent of the outstanding common stock as of
that date. Directors and executive officers as a group owned approximately 0.8% of outstanding shares.

Name of Beneficial Owner Position Ownership

Alan L. Boeckmann (1) Director 11,775
Donald G. Cook (1) Director 6,704
Vilma S. Martinez (1)(2) Director 14,341
Marc F. Racicot (1) Director 10,500
Roy S. Roberts (1) Director 16,045
Matthew K. Rose (3) Chairman, President and CEO, Director 1,670,801
Marc J. Shapiro (1) Director 35,551
J.C. Watts, Jr. (1) Director 11,197
Robert H. West (1) Director 15,121
J. Steven Whisler (1)(4) Director 16,334
Edward E. Whitacre, Jr. (1) Director 20,164
Thomas N. Hund (3) Executive Vice President and Chief Financial Officer 610,007
Carl R. Ice (3) Executive Vice President and Chief Operations Officer 254,303
John P. Lanigan, Jr. (3) Executive Vice President and Chief Marketing Officer 125,923
Roger Nober (3) Executive Vice President Law and Secretary 12,834
Directors and Executive Officers as a

Group (16 persons) (1)(2)(3)(4)
2,883,856

(1) The amounts reported include shares of restricted stock and RSUs issued under the Non-Employee Directors’
Stock Plan as follows: each of Messrs. Boeckmann, Racicot, Roberts, Shapiro, Watts, West, Whisler, Whitacre
and Ms. Martinez—10,500; Mr. Cook—6,684; and all non-employee Directors as a group—101,184 .

The amounts reported include shares which may be acquired through presently exercisable stock options and
stock options which will become exercisable within 60 days of February 28, 2008, under the Non-Employee
Directors’ Stock Plan (or a predecessor plan) as follows: Mr. Shapiro—18,000; and all non-employee Directors
as a group—18,000.

In addition to the shares reported, certain Directors held phantom stock units payable in cash under the
Deferred Compensation Plan for Directors, as follows: Mr. Cook—146; Mr. Whitacre—1,232;
Mr. Whisler—11,598; and all non-employee Directors as a group—12,976.

(2) Includes 473 shares that Ms. Martinez holds through a retirement plan.

(3) The amounts reported include shares of restricted stock and RSUs held by executive officers as follows:
Mr. Rose—182,763; Mr. Hund—27,047; Mr. Ice—30,550; Mr. Lanigan—20,711; Mr. Nober—5,000; and all
executive officers as a group—273,538, and also include RSUs payable in stock held by executive officers
pursuant to the Burlington Northern Santa Fe Senior Management Stock Deferral Plan as follows:
Mr. Rose—114,213; Mr. Hund—14,147; and all executive officers as a group—133,527.

The amounts reported include shares which may be acquired through presently exercisable stock options and
stock options which will become exercisable within 60 days of February 28, 2008, as follows:
Mr. Rose—1,292,513; Mr. Hund—395,217; Mr. Ice—162,541; Mr. Lanigan—64,068; Mr. Nober—7,834; and all
executive officers as a group—1,937,481.

The amounts reported include share equivalents credited under the Investment and Retirement Plan, a 401(k)
plan, as follows: 1,457 for Mr. Rose; and 4,686 for all executive officers as a group.

(4) Includes 4,994 shares in which Mr. Whisler shares voting and investment power as co-trustee and co-
beneficiary of a family revocable trust.
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COMPENSATION DISCUSSION AND ANALYSIS

This Compensation Discussion and Analysis explains the material elements of the compensation of our named
executive officers. Our named executive officers are Matthew K. Rose, our Chairman, President and CEO; Thomas
N. Hund, our Executive Vice President and Chief Financial Officer; Carl R. Ice, our Executive Vice President and
Chief Operations Officer; John P. Lanigan, our Executive Vice President and Chief Marketing Officer; and Roger
Nober, our Executive Vice President Law and Secretary.

What are the objectives and principles of our named executive officers’ compensation?

Our vision for the Company is to realize the tremendous potential of the Company by providing transportation
services that consistently meet our customers’ expectations, while maximizing the value of the Company for our
shareholders. Our named executive officers’ compensation is designed to focus on specific annual and long-term
objectives that we believe will help the Company realize its vision. The following description explains the
objectives of our named executive officers’ compensation:

• Achieving Strong Performance: Our goal is to achieve strong annual and long-term business
performance that will maximize the long-term value of the Company. To that end, we emphasize
performance-based compensation that provides greater rewards for stronger performance. We
consider the Company to have performed well if, in addition to producing strong financial
returns, we excel in the areas of customer service and safety.

• Alignment with Shareholders: We seek to align the interests of the named executive officers with
those of our shareholders by rewarding the named executive officers for long-term growth in the
value of the Company’s stock and by encouraging them to hold significant amounts of our equity.

• Alignment of Executive Goals and Workforce Goals: We seek to align the goals of the named
executive officers with those of our approximately 5,800 salaried employees and approximately
9,000 of our unionized employees by using the same framework for compensation and
performance measures for all groups.

• Attracting and Retaining Valuable Employees: We believe that the compensation for our named
executive officers should enable us to compete for first-rate executive talent with companies in
other industries, as well as other railroads, and to retain named executive officers for a
significant period after we hire them.

What are the components of our named executive officers’ compensation and how do they reflect
the objectives and principles described above?

The components of our named executive officers’ compensation are base salaries, annual cash incentive
compensation, long-term equity incentive compensation, executive stock ownership guidelines, retirement and
deferred compensation programs, health benefits, perquisites and change in control and severance policies.

In this Compensation Discussion and Analysis, we will first address a few of the significant changes we have
made to the components of our named executive officers’ compensation to reflect both the objectives and
principles described above and prevalent compensation practices. Then we will provide more detail about the
various components and explain their roles in implementing the objectives and principles.

What changes have recently been made to the Company’s compensation practices?

Over the past several years, there have been many changes in prevalent practices in executive compensation. On
at least an annual basis, we review our compensation practices in light of prevalent practices. For example, in July
2007, the Company’s management, Hewitt Associates, LLC (Hewitt) and Towers Perrin conducted a study of
prevalent compensation practices of Fortune 100 and 200 companies. Based on our reviews, we make changes to
our compensation practices when we believe that such changes would be consistent with our goals of rewarding
performance and retaining talented employees. The following is a summary of some of the compensation changes
that the Company has implemented in recent years. These changes are described in more detail on pages 34-35.
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• Effective in 2008, we have capped bonuses payable under our annual incentive compensation plan,
and we have increased the award payable at the threshold level of performance under the plan.

• In 2007, we increased the proportion of performance-based equity awards that we grant, in contrast
to awards that vest based solely on time. Beginning in 2008, the vesting of our performance-based
equity awards will depend on the Company’s performance over a three-year period, rather than only
in the third year after grant of the awards, as was the case previously.

• In 2005, we ceased granting stock options with a reload feature and we terminated a program
pursuant to which senior managers were permitted to exchange a portion of their base salaries for
stock options.

• In 2005, we ceased allowing deferrals of restricted stock awards and gains from the exercise of
stock options.

• Effective January 1, 2008, we ceased providing financial counseling and annual medical examination
benefits to our named executive officers.

• Effective December 31, 2007, we modified the change in control agreements for the named
executive officers to reduce the amount of cash severance payments payable and add a cutback
feature to the excise tax gross-up provision.

• In 2006, we modified our equity awards to provide for “double trigger,” rather than “single trigger,”
vesting in the event of a change in control.

• In 2008, we implemented a “clawback policy” pursuant to which the Board may recoup the
compensation of certain employees in certain circumstances if our financial statements are restated.

• Beginning in 2009, the total compensation of our CEO will be determined by the independent
Directors of the Board, and total compensation of the other named executive officers will be
determined by the Compensation Committee.

Do we use market survey data in establishing base salaries and target incentive opportunities?

Yes. To further our objective of attracting and retaining valuable employees, we use general industry and railroad
industry survey data provided by compensation consultants. For purposes of setting 2007 compensation, this data
was provided by three compensation consulting firms, Hewitt, Towers Perrin and the Hay Group. The consultants
provide us with information about the compensation practices of a group of companies that are in a cross section
of industries, excluding the financial services sector, that have revenues comparable to the Company’s revenues.
Other companies are considered to be comparable if their revenues are between $10 and $18 billion. Our
revenues in 2007 were $15.8 billion. Our comparator group does not primarily consist of transportation companies
because we compete for executive talent with a variety of industries. We do, however, review and take into
account compensation information reported by other major railroads in their proxy disclosures.

The information provided to us by our consultants regarding our comparator group consists of statistics regarding
the group as a whole, rather than information on a company-by-company basis. This methodology is used in
order to inform us about prevalent compensation practices at other companies without allowing us to select
particular companies or industries to which to compare our compensation, which might produce an
unrepresentative result.
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The following is a list of the companies that were included in the comparator group that we used in establishing
2007 compensation for the named executive officers:

7-Eleven, Inc.
Accenture Ltd.
The AES Corporation
American Electric Power Company, Inc.
Amgen Inc.
Anheuser-Busch Companies, Inc.
Apple Inc.
ARAMARK Corp.
Arrow Electronics, Inc.
AstraZeneca PLC
Avnet, Inc.
BASF Corporation
CBS Corporation
CHS Inc.
Colgate-Palmolive Company
ConAgra Foods, Inc.
Consolidated Edison, Inc.
Constellation Energy Group, Inc.
Devon Energy Corporation
Duke Energy Corporation
Eastman Kodak Company
Eaton Corporation
Edison International
Eli Lilly and Company
Emerson Electric Co.
Entergy Corporation
Exelon Corporation
First Data Corporation

FirstEnergy Corp.
Fluor Corporation
FPL Group, Inc.
Freightliner LLC
The Gap, Inc.
General Mills, Inc.
Illinois Tool Works Inc.
Ingersoll-Rand Company Limited
Kellogg Company
Kimberly-Clark Corporation
Kohl’s Corporation
Lear Corporation
Lenovo Group Limited
Loews Corporation
LVMH Louis Vuitton Moet Hennessy, S.A.
Marriott International, Inc.
Mars, Incorporated
Masco Corporation
Medtronic, Inc.
National City Corporation
Nestle SA
Nike, Inc.
Nortel Networks Corporation
Northwest Airlines Corporation
Occidental Petroleum Corporation
ONEOK, Inc.
PACCAR Inc.
PG&E Corporation

PPG Industries, Inc.
Progress Energy, Inc.
Public Service Enterprise Group Incorporated
Pulte Homes, Inc.
Qwest Communications International Inc.
Schlumberger Limited
Sempra Energy
Solectron Corporation (acquired by Flextronics

International Ltd. in October 2007)
The Southern Company
Staples, Inc.
Sun Microsystems, Inc.
Tesoro Corporation
Texas Instruments Incorporated
Textron Inc.
Time Warner Cable Inc.
TXU Corp. (now known as Energy Future

Holdings Corp.)
Union Pacific Railroad Company
United Air Lines, Inc.
United Services Automobile Association
Unites States Steel Corporation
Visteon Corporation
Waste Management, Inc.
Whirlpool Corporation
The Williams Companies, Inc.
Xerox Corporation

We generally establish base salaries, annual cash incentive opportunities and long-term equity incentive
opportunities at levels such that, if our performance goals are met at target levels, total direct compensation for
each named executive officer—base salary, annual cash incentive compensation plus long-term equity incentive
compensation—would approximate the 60th percentile of the total direct compensation for comparable positions
in our comparator group. We target the 60th percentile to better align our compensation with the compensation
provided by our direct railroad competitors, which provide somewhat higher total compensation than the
companies in our comparator group. In addition, the mix of our compensation, like that of our direct railroad
competitors, is somewhat lower in base salary and somewhat higher in equity than the comparator group.
Furthermore, while the practice of some companies in the comparator group is to grant a portion of equity-based
awards that provide value regardless of stock price appreciation or performance (i.e., time-based only awards), all
the annual awards the Company granted in 2007 will provide value only if our stock price increases or certain
performance targets are met. Because our higher proportion of equity and of performance-based awards results
in more compensation being at risk, we think it is reasonable to target a higher percentile overall.

While we use market survey data as a guide in establishing compensation, we consider other factors as well, as
described in this Compensation Discussion and Analysis. Therefore, the actual targeted total direct compensation
for any individual named executive officer may deviate from the 60th percentile level of our comparator group.
The targeted 2007 total direct compensation of each named executive officer was between 100% and 106% of
the total direct compensation paid to individuals in comparable positions at companies in the 60th percentile of
our comparator group. Despite the difference in compensation between the CEO and the other named executive
officers, and the difference in procedures for establishing their compensation, the compensation of all the named
executive officers reflects the same components and is set based on the same policies.

How are base salaries determined?

The Compensation Committee generally reviews and adjusts base salaries each year. In setting base salaries, the
Compensation Committee considers the prior year’s base salaries, relativity in pay among executive officers and
job responsibilities, as well as market survey data as described above. In 2007, the CEO’s base salary was
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increased by 3.2% and the base salaries of the other named executive officers (other than Mr. Nober, who was
hired in 2007) were increased by 3.5%. These increases were determined primarily based on increases among
companies in our comparator group and were consistent with company-wide increases in base salaries. Mr. Nober’s
initial base salary, as well as his initial target annual incentive compensation level, was set based on market
survey data for executives in similar positions in our comparator group.

How is annual incentive compensation generally determined?

The Company’s annual cash incentive program, the Incentive Compensation Plan, is designed to motivate
executives and to reward them for achievement of certain annual financial and operational performance
objectives. We designed the plan so that the annual incentive awards granted under it would qualify as
performance-based compensation and therefore be tax-deductible by the Company under Section 162(m) of the
Internal Revenue Code. The Incentive Compensation Plan establishes the maximum bonus amount payable to
each participant for the year, based on the achievement of an initial performance goal. If the initial performance
goal is achieved, the Compensation Committee then has the discretion to reduce the bonus amounts payable
based on the achievement of other performance goals, described below.

In setting target cash awards under the Incentive Compensation Plan, the Compensation Committee considers, in
addition to market survey data, relativity in incentive cash awards among executive officers and job
responsibilities and the prior year’s target cash awards. Since actual Incentive Compensation Plan payouts vary
with Company performance, prior years’ actual Incentive Compensation Plan payouts are not used as a factor in
establishing target payment levels for the current year.

In 2007, the target annual incentive compensation levels of the named executive officers (other than Mr. Nober,
who was hired in 2007) were increased by 3% over the target annual incentive compensation levels for 2006.
These increases were determined primarily based on increases among companies in our comparator group and
were consistent with increases in target annual incentive compensation for our other salaried employees. The
2007 target annual incentive compensation levels for the named executive officers were as follows: Mr. Rose,
$1,388,000; Mr. Hund, $410,000; Mr. Ice, $452,000; Mr. Lanigan, $436,000; and Mr. Nober, $275,000.

The maximum payout amounts under the Incentive Compensation Plan for 2007 were $3,500,000 for Mr. Rose
and $2,000,000 for each other named executive officer. These maximums were chosen because they were
approximately equal to the payout amounts that corresponded to the highest level of achievement of the other
performance goals considered by the Compensation Committee that could have realistically been attained.

What were the performance measures used for the Incentive Compensation Plan in 2007? Why
were they chosen?

The initial performance measure that determined whether any payments would be made to the named executive
officers under the Incentive Compensation Plan for 2007 was net cash provided by the Company’s operating
activities. This measure was chosen because it is indicative of our ability to provide value to our shareholders
through dividends and share repurchases, to reinvest in our business and to meet our ongoing debt service
obligations. The goal for net cash provided by our operating activities was set at $2.0 billion, which represents a
basic threshold of the Company’s financial health required to meet our long-term obligations to shareholders,
customers and creditors.

Since the net cash goal for 2007 was met, the Compensation Committee then determined actual payouts for the
named executive officers based on the Company’s performance against three other measures: earnings per share,
velocity and safety. We chose these measures because:

• Earnings per share (EPS) is one of the most significant measures of the Company’s performance
from the viewpoint of our shareholders. Certain unusual and significant transactions, both positive
and negative, may be excluded from EPS. In 2007, incentive compensation payouts for our
employees other than the named executive officers were adjusted upward from the amounts
otherwise payable to better reflect EPS adjusted for certain items not deemed under their control.
Such adjustments were not taken into consideration in calculating EPS for purposes of determining
named executive officer payments for 2007.
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• Velocity measures how efficiently the Company utilizes its assets. We used velocity as a measure
because the higher our velocity, the more efficiently we can operate and therefore provide reliable
service to our customers. Velocity is composed of six different components, which we explain below.

• The safety measures demonstrate our concern for employee and community well-being, noting that
our operations involve certain inherent dangers. We believe that by focusing on safety goals, we can
reduce injuries among our customers and employees. Safety is measured based on the frequency
and severity of personal injuries to our employees and the amount of work hours lost due to
injuries, which is a standard used by the Federal Railroad Administration.

The use of the above measures furthers our objective of aligning executive and workforce goals, since the same
general framework is used to determine incentive payouts for our other salaried employees and approximately
9,000 of our unionized employees, as well as the performance-based match to our qualified defined contribution
plan (which covers all our salaried employees).

How were the threshold, target and maximum levels for the performance measures for the 2007
Incentive Compensation Plan chosen?

Each goal, and each component of the goals with multiple components, is assigned a weighting that determines
the impact of the goal on the targeted total payment amount. Each goal has a specific threshold and target level
of performance, set at the beginning of each year.

Meeting the threshold level of performance for a goal component produces an award of 15% of the target
payment amount for that goal component. Threshold levels for 2007 were generally set at the actual results for
2006, as adjusted for unusual items and general market conditions, to create an incentive to at least maintain the
prior year’s performance. Because the personal injuries component of the safety goal for 2006 was not satisfied at
the threshold level of performance, the 2007 threshold level for the personal injuries component was set at a
more challenging level than the 2006 achievement. In addition, the velocity components of agricultural and
merchandise car miles per day and intermodal container and trailer transit days were adjusted to exclude certain
unusual items that the Company did not anticipate to be recurring items.

Meeting the target level for a goal component produces an award of 100% of the target payment amount for that
goal component. Targets are generally set at levels of performance that represent our desired levels of
performance for the Company but that are also achievable, so that we can retain, motivate and reward the broad
groups of employees subject to the goals. Targets for 2007 were set at levels that were 2-15% better than the
threshold levels. The percentage improvement to threshold that we chose in setting the target level for each goal
component was based on our desired degree of improvement in the component for 2007, and also took into
account aspects of the business environment that we thought might affect our ability to achieve the desired
degree of improvement.

Levels of performance corresponding to payment amounts other than threshold and target can be generally
derived by linear interpolation based on the threshold and target performance levels and corresponding payment
amounts. There was no maximum payment amount for the EPS goal in 2007 (other than the overall plan dollar
amount limitations described above). The velocity payment was capped at 200% of the target payment amount.
The safety goal could not produce a payment at more than 200% of the target payment amount unless the
threshold level for the EPS goal was met.

The Compensation Committee retains the discretion to make payments under the Incentive Compensation Plan
that are greater or less than the payments the EPS, velocity and safety results would produce, subject to the
overall plan maximums described above.
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What were the performance results for the 2007 Incentive Compensation Plan?

For 2007, the EPS goal was weighted at 55% of the targeted total payment amount, with a target of $5.68 and
actual achievement of $5.10.

The velocity goal for 2007 had an aggregate weighting of 30% of the targeted total payment amount, consisting
of a 5% weighting for each of six components. Each component was measured on a quarterly basis. Following is
a summary of the target and actual improvement for each of the components of velocity:

Component

Quarterly Target
Improvement or

Range of Improvement
Over Prior Year

Quarterly Actual
Improvement or

Range of Improvement
Over Prior Year

Locomotive average miles per day 2.6% 0% to 2.3%
Agricultural car average miles per day 0.9% to 4.9% 0% to 11.3%
Merchandise car average miles per day 2.2% to 6.7% 1.6% to 10.0%
Consistency of coal train sets meeting the coal service plan 3.0% 0% to 6.8%
Number of days transit for an intermodal container 0.6% to 2.3% 1.8% to 9.0%
Number of days transit for an intermodal trailer 1.0% to 1.9% 0% to 5.8%

The safety goal for 2007 had an aggregate weighting of 15% of the targeted total payment amount, consisting of
a 5% weighting for the personal injuries component and a 10% weighting for the lost and restricted time
component. Following is a summary of the target and actual improvement for each of the components of safety:

Component
Target Improvement

Over Prior Year
Actual Improvement

Over Prior Year

Personal injuries 21.3% 0%
Lost and restricted time 8.9% 0%

Based on the performance results described above, payments to the named executive officers under the Incentive
Compensation Plan were made at 44% of the target levels for 2007. The dollar values of the payments made are
shown in the Summary Compensation Table.

What types of long-term equity incentive compensation do the named executive officers receive?

The Company provides a substantial portion of named executive officer compensation in the form of equity-based
awards. Such awards serve to encourage our executives to create value for the Company over the long-term,
which also aligns the interests of our named executive officers with the interests of our shareholders. The
Company’s annual grants typically consist primarily of stock options, performance-based RSUs and performance
stock. (As explained below, prior to 2007, we regularly granted time-based RSUs as well.) An RSU represents the
right to receive a share of Company common stock at the end of a vesting period if and to the extent that certain
service requirements are met and, in the case of performance-based RSUs, predetermined performance goals are
achieved. Performance stock consists of additional shares of vested Company common stock that are delivered at
the end of a performance-based RSU’s vesting period only if the Company’s achievement of the performance
goals for the performance-based RSU exceeds the target performance level.

For 2007, the Company aimed to approximate a long-term incentive value mix of 50% from stock options and
50% from performance-based RSUs (not including performance stock). This mix is consistent with recent trends
in long-term incentive compensation among Fortune 100 companies, as illustrated to us by studies done by Hewitt
and Towers Perrin.

How do we determine the amount of long-term equity compensation to grant to the named
executive officers?

In determining the amount of long-term equity incentive compensation to grant, the Compensation Committee
generally considers, in addition to market survey data, retention goals, relativity among executives and job
responsibilities, and the value of prior years’ long-term equity incentive awards on the dates of grant of those
awards. We also consider the appropriate balance between cash and equity compensation, based on the relative
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merits of cash and equity as a device for retaining and motivating named executive officers in light of the
practices of other companies in our comparator group. Since actual long-term incentive award gains are designed
to vary with Company performance, and so may eventually pay out at levels higher or lower than the target long-
term incentive award levels, prior years’ realized and unrealized incentive award gains are not used as a factor in
establishing target award levels for equity or other compensation components. In 2007, the amount of long-term
equity incentive compensation granted to our named executive officers was primarily set so that their targeted
total direct compensation (base salary, target annual bonus and target long-term equity incentive compensation)
was approximately equal to the total direct compensation paid to individuals in comparable positions at companies
in the 60th percentile of our comparator group.

Why do we grant stock options to the named executive officers?

Stock options granted as part of our annual equity grants have an exercise price equal to the fair market value of
the underlying stock on the date of grant and vest ratably over three years, thus providing value to the named
executive officers only if our share price increases after the grant date and the named executive officers remain
employed for a significant period of time. This serves to align their interests with our shareholders and helps us to
retain these officers.

How do we determine payouts of performance-based RSUs and performance stock?

Since 2004, the Compensation Committee has established “return on invested capital” (ROIC) as the performance
objective for performance-based RSUs and performance stock. ROIC is calculated by adding net income plus
after-tax adjustments for interest expense on debt and accounts receivables sold and an estimate of the interest
component of operating leases, and dividing the result by our average capitalization. Average capitalization is the
average for the most recent preceding 13 month ends of equity, net debt, accounts receivable sold and the
present value of operating leases. ROIC has been chosen as a performance measure for executive compensation
because it measures our management’s ability to drive revenue improvement, growth, efficiency and prudent
capital spending.

Performance-based vesting of performance-based RSUs granted in 2007 and in prior years is determined in the
third year after the year the applicable RSUs were granted based on ROIC in the prior year, although the awards
do not time-vest until April or May of the third year after their grant. In setting the goals for ROIC, the
Compensation Committee reviews the economic environment and considers any improvements the Company
expects to make.

For each year’s grant, a threshold, target and maximum goal for ROIC is set. At threshold performance or below,
none of the performance-based RSUs will performance-vest. At target performance, all of the performance-based
RSUs will performance-vest. To the extent that performance exceeds the target level, vested shares of
performance stock will be granted (subject to continued employment). If performance exceeds target for
performance-based RSUs granted in 2005 or 2006, performance stock will be granted in an amount up to a
maximum number of shares equal to the number of performance-based RSUs granted. If performance exceeds
target for performance-based RSUs granted in 2007, performance stock will be granted in an amount up to a
maximum number of shares equal to one-half the number of performance-based RSUs granted.

For performance-based RSUs granted in 2005, 2006 and 2007, the threshold goal was set at a level that would
lead to a high probability of achievement, based on the Company’s performance, market conditions at the time of
setting the goal and anticipated changes. The target goal was set at a level that represents approximately a 10 —
15% relative improvement in ROIC above the threshold goal, and the maximum goal was set at a level that
represents approximately an additional 10% relative improvement in ROIC above the target goal. The
improvement needed to meet the target goal requires significantly greater performance than required to meet the
threshold goal. The additional improvement needed to meet the maximum goal is more difficult to achieve than
the corresponding improvement required between threshold and target, and requires exceptional performance.
ROIC in 2007, which determined the number of performance-based RSUs granted in 2005 that performance-
vested, was higher than the target goal but less than the maximum goal. The shares that have performance-
vested (which include shares of performance stock) will time-vest in May 2008, subject to continued employment.
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When do we grant time-based restricted stock and RSUs to the named executive officers?

We occasionally grant time-based RSUs in special circumstances for the purpose of encouraging certain executives
to remain with the Company. Mr. Ice received a special retention grant of restricted shares in 2004 in
consideration for his significant contributions to the Company and based on our determination that he was
particularly marketable to other railroads and important to retain over the long-term. Messrs. Lanigan and Nober
received special hiring grants of restricted stock and RSUs, respectively, so that they would more quickly have a
stake in the Company’s performance and an incentive to remain employed.

What are our general practices regarding the granting of options and other equity-based awards?

The Company generally makes grants of equity-based compensation to our named executive officers and other
senior management on an annual basis. Since 2002, the effective date of the annual grants has been two days
after we announce earnings for the first fiscal quarter of the year. We use this date so that the public has time to
analyze our earnings data and the market price of our stock can reflect the most recently available financial
information. In addition, using a grant date after our annual meeting provides for consistency across years when
shareholder approval is required at an annual meeting for additional shares to be made available under our plans
or other significant plan amendments.

The Compensation Committee usually also grants equity-based awards in connection with the initial hiring of a
new named executive officer, in order to attract the named executive officer to the Company. The Compensation
Committee retains the discretion to grant additional equity-based awards to named executive officers for retention
purposes or otherwise.

All option awards made to our named executive officers, or any of our other employees or Directors, are made
pursuant to our 1999 Stock Incentive Plan, with an exercise price equal to the fair market value of our common
stock on the date of grant.

Do the named executive officers have stock ownership guidelines?

Yes. One of the key objectives of our executives’ compensation is alignment of our executives’ financial interests
with the long-term interests of our shareholders. We believe that this can best be achieved by ensuring that
executives are shareholders and have a significant financial interest in the Company. In 2007, the CEO was
expected to own and retain a minimum number of shares totaling in value to five times his base salary, and each
other named executive officer was expected to own and retain a minimum number of shares totaling in value to
three times his base salary. Each named executive officer has three years from his hire date into a position
subject to stock ownership guidelines to accumulate shares equal in value to each multiple of base salary required
to be held in shares, with prorated requirements applying each year. In addition to shares held outright by the
named executive officer or a dependent, shares that count towards stock ownership goals include those held in
the Company’s qualified defined contribution retirement plan, as well as time-based restricted stock and time-
based RSUs. Shares underlying options and unvested performance-based awards are not counted for this
purpose. The Compensation Committee reviews executive stock ownership program compliance annually, and all
named executive officers were in compliance as of December 31, 2007.

To complement our executive stock ownership guidelines, we have implemented an insider trading policy that, in
addition to preventing executives from trading Company shares based on inside information that they have
learned about the Company through their positions as executives, also prevents them from engaging in securities
transactions that would hedge against the risk of a decline in the Company’s stock price.

What types of retirement and deferred compensation programs do we maintain?

We maintain several retirement plans for our employees, including the named executive officers. We provide
defined benefits under the Retirement Plan, a funded and tax-qualified defined benefit pension plan that provides
benefits to all our salaried employees, and the Supplemental Retirement Plan, a non-tax-qualified defined benefit
pension plan that provides benefits above the limits permitted by federal tax law for the Retirement Plan to
approximately 240 of our senior managers. The Compensation Committee believes that these plans serve an
important role in the retention of the named executive officers, as the benefits earned under them are based
partly on number of years of service with the Company.
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We provide defined contribution retirement benefits through the Investment and Retirement Plan, our 401(k)
plan, a tax-qualified defined contribution plan that permits all our salaried employees, including the named
executive officers, to contribute a portion of their pay to the plan on a pre-tax basis, and the Supplemental
Investment and Retirement Plan, a non-tax-qualified defined contribution plan that provides benefits that cannot
be provided under our 401(k) plan due to limits imposed by federal tax law to approximately 240 of our senior
managers. The Company provides matching contributions under these plans, including a performance-based
match based on the same measures used under the Incentive Compensation Plan. These plans encourage our
employees to save their cash compensation in a manner that is relatively tax efficient. In addition, they serve as a
retention tool because of the vesting requirement for matching contributions, and they further our performance
goals because of the performance match. As mentioned above, the performance match also helps us accomplish
our objective of aligning the named executive officers’ goals with the goals of our other employees, because it
enables all our salaried employees to benefit from years with strong Company performance.

The Company has entered into individual retirement benefit agreements with Messrs. Rose and Lanigan, which
will provide additional defined benefit retirement benefits to them. We provided Mr. Rose with his agreement
shortly after he became CEO, because we viewed it as the most appropriate long-term retention vehicle for him at
that time, given his age and compensation level. We entered into such an agreement with Mr. Lanigan to
compensate him for pension benefits foregone by him when he left his previous employer.

Do we provide perquisites to the named executive officers?

The Company provides a very limited number of perquisites to our named executive officers. These arrangements
fulfill particular business purposes. During 2007, we provided financial counseling services to the named executive
officers to eliminate the personal distraction of financial planning so that they could focus their attention on the
Company’s business. This distraction could otherwise have been significant because of the many special legal
rules that apply to the financial activities of public company executives. During 2007, we also provided annual
medical examinations for our named executive officers to encourage physical fitness and early detection of
medical problems.

Mr. Rose is permitted to use aircraft owned or leased by the Company for personal travel. The Compensation
Committee believes that this use is in the best interests of the Company for several reasons, including that it
permits Mr. Rose to minimize his travel time and thereby allows him to spend more time on Company business
and that it protects the confidentiality of his travel and the Company’s business. In addition, when Mr. Rose or
other named executive officers travel on Company aircraft for business purposes, their family members may travel
to or from the same destination if there is also a business purpose for the family members’ travel. In cases where
the Company requires a named executive officer’s spouse or family member to attend a business function, the
Company makes a gross-up payment to the named executive officer to cover any personal income tax attributed
to the spouse or family member’s travel. To the extent that Mr. Rose and his family’s personal use of Company
aircraft results in taxable income to him, the Company does not provide any such gross-up payments.

Do named executive officers participate in a severance plan?

Yes. Named executive officers whose employment is involuntarily terminated by the Company for reasons other
than cause may be eligible to participate in the same severance plan as other salaried, non-union employees. We
believe that the severance plan promotes stability and retention among our salaried employees, including the
named executive officers, by ensuring them that they will have a temporary source of income in the event their
employment is terminated through no fault of their own. In 2006, we undertook a comparison of the benefits
payable under the severance plan relative to the benefits payable under severance plans of other Fortune
1000 companies and other railroads. As a result of that study, we set the benefits payable under the severance
plan at levels that would further our goal of employee stability and retention while considering market practices.
The severance benefits available under the plan were not taken into account in determining the other types of
compensation for our named executive officers, and the amounts of the other types of compensation provided did
not affect the levels of severance benefits we chose.
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Are the named executive officers parties to change in control agreements?

We have entered into a change in control agreement with each named executive officer that provides for benefits
upon certain terminations of employment within 60 days prior to or up to 24 months following a change in control
of the Company. By providing an enhanced severance benefit for executives in the event of termination following
a change in control, the change in control agreements enable the executives to focus on the best interests of our
shareholders during the critical time period surrounding a potential change in control, rather than on their own
future employment prospects and financial security, and serve to ensure that our most important executives will
not depart the Company when their continued services are essential. This effect is enhanced by the fact that the
payments under the change in control agreements are triggered not only upon an involuntary termination of
employment but also upon a voluntary termination following certain adverse changes that an acquirer could make
to the terms and conditions of a named executive officer’s employment (a termination for “good reason”). We
view these adverse changes as similar to an involuntary termination.

We chose the specific change in control events that trigger payments under the change in control agreements, as
well as the specific benefit levels under the agreements, in order to be consistent with prevalent market practice.
These decisions were not taken into account in determining the other types of compensation for our named
executive officers, and the amounts of the other types of compensation provided did not impact the change in
control benefit levels we chose.

Do any of the other components of our named executive officers’ compensation provide benefits
upon a termination of employment or a change in control?

Yes. Our long-term equity incentive awards contain vesting triggers tied to an involuntary termination of
employment without cause or a voluntary termination for good reason. They also contain vesting triggers tied to a
change in control of the Company. Equity awards granted in 2006 and thereafter provide for “double trigger”
vesting in the event of a change in control, which requires both a change in control and an involuntary
termination of employment without cause or a voluntary termination for good reason in order for awards to vest
in full. We have provided for this “double trigger” vesting with respect to a change in control primarily to promote
retention of our employees. Pursuant to the change in control agreements for the named executive officers,
however, equity awards will vest immediately upon a change in control if they are not replaced by “comparable”
compensation as determined by the Board. We have included change in control vesting features in our equity
incentive plans, as well as our change in control agreements, because equity-based awards are held by a broader
group of employees than the individuals who are parties to change in control agreements.

We also maintain a trust to protect our employees from certain adverse actions with respect to our benefit plans
and agreements that may be taken by an acquirer following a change in control.

What are the respective roles of the Compensation Committee, the Board, the named executive
officers and our compensation consultants in establishing named executive officer compensation?

The Compensation Committee, the Board, the CEO and our compensation consultants each play a significant role
in establishing and administering our executive compensation programs. As described above, compensation
consultants provide the Compensation Committee and the CEO with market data about prevalent practices and
recommendations for competitive compensation programs. With respect to 2008, the Compensation Committee
has hired the consulting firm of Frederic W. Cook & Co., Inc. as its compensation consultant. For further
information about the Company’s and the Compensation Committee’s compensation consultants, please see
pages 11-12. The Compensation Committee then uses the information provided by the consultants to establish
the framework of our compensation programs. In particular, it was the Compensation Committee’s decision to
target the 60th percentile of our comparator group for total direct compensation. The Compensation Committee
also approves the annual performance goals under our Incentive Compensation Plan, although in 2007 the Board
ratified the goals.
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Within the framework of the compensation programs approved by the Compensation Committee, and based in
part on the market survey data provided by our consultants, each year the CEO recommends the levels of base
salary increases for the other named executive officers, their target Incentive Compensation Plan awards and
their long-term incentive grants. The CEO also recommends any changes he thinks are necessary to the
Company’s compensation programs. To enable the CEO to make these recommendations, he generally attends
portions of Compensation Committee meetings.

In order for the CEO’s recommendations regarding cash compensation for the other named executive officers to
be implemented, both the Compensation Committee and the Board must approve such recommendations. The
Compensation Committee makes the final decisions regarding equity-based compensation for the other named
executive officers, with input from the Board. In 2007, the Compensation Committee’s and the Board’s
compensation decisions were consistent with the CEO’s recommendations.

The Compensation Committee recommends, and the independent Directors of the Board determine, the CEO’s
cash compensation, and the Compensation Committee determines his equity-based compensation, with input
from the Board.

None of the named executive officers plays a role in establishing his own compensation, although the Chief
Financial Officer assists the Compensation Committee in setting the performance goals for incentive cash
compensation and performance-based equity awards, which impact a broad group of employees that includes the
named executive officers. The CEO leaves the Compensation Committee and Board meetings when his own
compensation is being discussed.

How have our compensation practices changed in recent years?

As we described earlier, we have changed various components of our executive compensation program to address
prevalent compensation practices. The following provides further detail about these changes.

Cash Incentive Compensation. Based on recommendations from a study done in July 2007 by the Company’s
management, Hewitt and Towers Perrin of prevalent compensation practices of Fortune 100 and Fortune
200 companies, payout amounts under the Incentive Compensation Plan will be capped at 200% of target levels
beginning in 2008. This cap would have led to maximum payouts of $2,776,000 for Mr. Rose, $820,000 for
Mr. Hund, $904,000 for Mr. Ice, $872,000 for Mr. Lanigan and $550,000 for Mr. Nober, based on 2007 target
levels. As of 2008, meeting the threshold level of performance for a goal component under the Incentive
Compensation Plan will produce an award of 25%, rather than 15%, of the target payment amount.

Equity Incentive Compensation. Until 2007, the Company made annual grants of time-based RSUs that vest
over three years, subject to continued employment, in order to encourage retention. Until 2005, we also
maintained an Incentive Bonus Stock Program, pursuant to which senior managers were permitted to elect to
receive restricted stock in exchange for all or a portion of their annual incentive plan awards. Beginning in 2007,
we stopped granting time-based RSUs, except in special circumstances, as described above, and we discontinued
our Incentive Bonus Stock Program. We transitioned to performance-based RSUs and performance stock because
the length of service-based vesting component of performance-based RSUs and performance stock encourages
retention and the performance-based vesting component encourages a focus on our long-term financial goals.

We have recently terminated two compensation programs that related to stock options. Stock options granted to
the named executive officers prior to February 28, 2005, generally include a reload feature designed to further the
Company’s stock ownership objectives. The Company has not granted any stock options with a reload feature
since that date. In addition, some named executive officers have been granted stock options under our Salary
Exchange Option Program, pursuant to which certain senior managers were permitted to elect to exchange a
portion of their base salaries each year for a grant of nonqualified stock options. No new elections were permitted
under the program after February 28, 2005, and no exchanges will be permitted after 2007.

Beginning in 2008, due to recommendations from the July 2007 study described above, the Company decided to
use three-year average ROIC, rather than third-year ROIC, as the performance goal for performance-based RSUs.
Three-year average ROIC reduces the impact of unusual fluctuations in the third year.
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Beginning in 2008, we have decided to determine the fair market value of our common stock for purposes of
setting the exercise price of stock options granted pursuant to our 1999 Stock Incentive Plan based on the closing
price on the date of grant, rather than the mean between the high and low prices on the date of grant, which was
our previous method. We made this change because of recommendations made in the July 2007 study discussed
above.

Stock Ownership Guidelines. Prior to August 1, 2007, shares underlying unvested performance-based awards
were counted for purposes of our executive stock ownership guidelines. The Company decided to stop counting
shares underlying unvested performance-based awards because of recommendations from our compensation
consultants regarding prevalent market practices. However, the Company determined that because of the
combination of the transition away from granting annual time-based RSUs and the fact that performance-based
awards do not vest until three years after grant, excluding performance-based awards would create a competitive
disadvantage in recruiting and retaining executives. Therefore, the Company decided to deem executives to have
met their stock ownership goals if they have held all of the after-tax shares that they received from restricted
stock, RSUs and performance stock that vested after July 31, 2007, and from stock options that they exercised
after July 31, 2007. In order to further encourage stock ownership, this special rule only applies if executives have
paid the exercise price of stock options only with cash or previously acquired shares of stock.

Deferred Compensation. Our Senior Management Stock Deferral Plan previously allowed for the deferral of
restricted stock awards and gains from stock options that were exercised with previously acquired shares of
Company common stock. Due to recently imposed restrictions on deferred compensation under the Internal
Revenue Code, the Company amended the plan to prohibit future deferrals, effective December 31, 2004.

Perquisites. Effective January 1, 2008, based on trends among other companies to limit perquisites, we ceased
providing financial counseling and annual medical examination benefits to our named executive officers.

Change in Control Policies. We modified our change in control agreements for the named executive officers
effective December 31, 2007, based on current market practices and survey data provided by our compensation
consultants. We reduced the amount of cash severance payments from 2.99 times the sum of base salary and
target annual incentive opportunity to two times this sum. Executives will also be entitled to an additional 0.5
times the sum of base salary and target annual incentive opportunity in consideration for their agreeing to certain
non-competition and non-solicitation covenants for 12 months following their termination of employment. We also
added a cutback feature to our excise tax gross-up provision, so that total payments will be reduced if a small
reduction would result in no excise tax, and therefore no gross-up, being payable.

Prior to 2006, our equity awards provided for “single trigger” vesting in the event of a change in control, but we
have modified our equity awards to provide for “double trigger” vesting, as described above.

Recoupment Policy. In 2008, the Board approved a policy allowing the Board to recoup any compensation paid
under our Incentive Compensation Plan and any performance-based RSUs from a leadership team member (i.e., a
vice president or above) where the performance compensation paid was predicated upon the achievement of
certain financial results that were subsequently the subject of a material restatement, the person engaged in
misconduct that caused the need for the material restatement, and a lower payment or lower performance-based
equity award would have been made to the person based upon the restated financial results.

Approval of CEO Compensation. Beginning in 2009, the total compensation of our CEO will be determined by
the independent Directors of the Board, and the total compensation of the other named executive officers will be
determined by the Compensation Committee.
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Do we consider the tax impact of the compensation that we provide?

Section 162(m) of the Internal Revenue Code limits the tax deductibility by a company of compensation in excess
of $1 million paid to certain of its most highly compensated executive officers. However, performance-based
compensation that has been approved by shareholders is excluded from the $1 million limit if, among other
requirements, the compensation is payable only upon attainment of pre-established, objective performance goals.

While the tax impact of any compensation arrangement is one factor we consider, this impact is evaluated by the
Compensation Committee in light of the Company’s overall compensation philosophy and objectives. Our 1999
Stock Incentive Plan permits the grant of certain stock awards that meet the requirements of Section 162(m) and,
hence, would be fully deductible. In addition, the Incentive Compensation Plan permits awards to meet the
requirements of Section 162(m). However, the Compensation Committee believes there are circumstances in
which the Company’s and shareholders’ interests may be best served by providing compensation that is not fully
deductible and that its ability to exercise discretion outweighs the advantages of qualifying compensation under
Section 162(m).
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COMPENSATION AND DEVELOPMENT COMMITTEE REPORT ON 2007 EXECUTIVE COMPENSATION

This report is submitted by the Compensation and Development Committee of the Board of Directors.

The Compensation and Development Committee has reviewed the Compensation Discussion and Analysis
prepared by management and discussed it with management and, based on the review and discussion, has
recommended to the Board that it be included in this proxy statement.

Compensation and Development Committee:
Roy S. Roberts, Chairman
Donald G. Cook
J.C. Watts, Jr.
Edward E. Whitacre, Jr.
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EXECUTIVE COMPENSATION

SUMMARY COMPENSATION TABLE

The following table summarizes the compensation of each of our named executive officers for the fiscal years
ended December 31, 2006, and December 31, 2007.

Name and
Principal Position Year Salary(2)

Stock
Awards(3)

Option
Awards(4)

Non-Equity
Incentive Plan

Compensation(5)

Change in
Pension Value

and
Nonqualified

Deferred
Compensation
Earnings(6)

All Other
Compensation(7) Total

Matthew K. Rose 2007 $1,132,083 $4,412,382 $4,113,794 $ 610,720 $ 217,504 $ 86,676 $10,573,159
Chairman, 2006 $1,100,000 $5,895,455 $2,635,196 $2,196,751 $1,346,995 $192,356 $13,366,753
President and Chief
Executive Officer

Thomas N. Hund 2007 $ 503,375 $ 931,442 $1,042,007 $ 180,400 $ 21,469 $ 37,188 $ 2,715,881
Executive Vice 2006 $ 485,925 $1,181,193 $1,113,443 $ 648,740 $ 356,723 $ 67,348 $ 3,853,372
President and Chief
Financial Officer

Carl R. Ice 2007 $ 552,742 $ 970,120 $1,068,821 $ 198,880 $ 0 $ 44,194 $ 2,834,757
Executive Vice 2006 $ 533,650 $1,234,055 $1,346,248 $ 715,570 $ 374,513 $ 68,966 $ 4,273,002
President and Chief
Operations Officer

John P. Lanigan, Jr. 2007 $ 531,500 $1,295,952 $ 642,807 $ 191,840 $ 0 $ 55,396 $ 2,717,495
Executive Vice 2006 $ 513,125 $1,552,367 $ 451,876 $ 689,490 $ 58,291 $ 63,558 $ 3,328,707
President and Chief
Marketing Officer

Roger Nober 2007 $ 400,000 $ 251,160 $ 123,810 $ 121,000 $ — $165,591 $ 1,061,561
Executive Vice
President Law and
Secretary(1)

(1) Mr. Nober was hired on January 1, 2007, and did not participate in the Retirement Plan or the Supplemental
Retirement Plan in 2007.

(2) Under the Company’s Salary Exchange Option Program, named executive officers were permitted to elect to
exchange a portion of their base salaries each year for stock options. No stock options were granted under
this program since 2005. Amounts of 2006 and 2007 salaries that were exchanged for stock options are
included in the Salary column. The values of the stock options obtained thereby are also included in the
Option Awards column, to the extent recognized as compensation cost in the relevant years.

(3) Amounts disclosed in the Stock Awards column relate to restricted stock, RSUs and performance stock
granted in 2007 and in prior years. The amounts disclosed represent the Company’s 2006 and 2007
compensation cost recorded in the financial statements for stock awards in accordance with Statement of
Financial Accounting Standards No. 123 (revised 2004) (FAS 123R). These amounts do not correspond to the
actual value that will be received by the named executive officers. Compensation cost for stock awards is
recorded ratably over the vesting period using the grant-date fair value. In addition, compensation cost for
performance-based awards is evaluated at the end of each reporting period and may be adjusted for changes
in performance. See footnote 14 of the Company’s financial statements included in the Company’s Annual
Report on Form 10-K for the assumptions made in determining FAS 123R values. Pursuant to Securities and
Exchange Commission rules, the amounts shown exclude the impact of estimated forfeitures related to
service-based vesting conditions. There were no forfeitures of stock awards during 2006 or 2007.

(4) Amounts disclosed in the Option Awards column relate to stock options granted in 2007 and in prior years.
The amounts disclosed represent the Company’s 2006 and 2007 compensation cost recorded in the financial
statements for option awards in accordance with FAS 123R. These amounts do not correspond to the actual
value that will be received by the named executive officers. Compensation cost for option awards is recorded
ratably over the vesting period using the grant-date fair value as determined by the Black-Scholes Option
Pricing model. See footnote 14 of the Company’s financial statements included in the Company’s Annual
Report on Form 10-K for the assumptions made in determining FAS 123R values. Pursuant to Securities and
Exchange Commission rules, the amounts shown exclude the impact of estimated forfeitures related to
service-based vesting conditions. There were no forfeitures of option awards during 2006 or 2007.

(5) Amounts disclosed in the Non-Equity Incentive Plan Compensation column represent the amounts earned in
2006 or 2007, as applicable, pursuant to the annual Incentive Compensation Plan. Awards under the Incentive
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Compensation Plan are paid in the year following the year in which they are earned, but are included in the
Summary Compensation Table in the year in which they are earned.

(6) Amounts disclosed in the Change in Pension Value and Nonqualified Deferred Compensation Earnings column
for 2006 and 2007 represent the aggregate increase in the actuarial present value of the accumulated
benefits under all the Company’s defined benefit pension plans from the pension plan measurement date
used for financial statement reporting purposes with respect to the Company’s audited financial statements
for 2005 or 2006, respectively, to the pension plan measurement date used for financial statement reporting
purposes with respect to the Company’s audited financial statements for 2006 or 2007, respectively. For
Messrs. Ice and Lanigan, there were aggregate decreases of $17,844 and $21,587, respectively, due to
discount rate changes, so $0 is shown in the column. For Mr. Rose, the amounts in the column also include
$166 of deferred compensation earnings for 2006 and $242 of deferred compensation earnings for 2007.
Earnings on deferrals of compensation pursuant to the Senior Management Stock Deferral Plan and the
Supplemental Investment and Retirement Plan are not “preferential” or “above-market” as defined by
Securities and Exchange Commission rules and thus are not included in this table, except for a sub-account
for Mr. Rose in the Supplemental Investment and Retirement Plan, which earned $166 above 120% of the
applicable 2006 long-term federal rate with compounding (as prescribed under Section 1274(d) of the Internal
Revenue Code) at 6.151% in 2006 and $242 above 120% of the applicable 2007 long-term federal rate with
compounding at 6.147% in 2007.

(7) The following table describes each component of the All Other Compensation column:

Name Year
Financial

Counseling(a)

Annual
Medical

Examination(b)

Personal
and

Family
Travel(c)

Relocation
Benefits(d)

Tax
Reimbursements(e)

Company
Contributions

to
Defined

Contribution
Plans(f) Total

Perquisites and Other Personal Benefits

Matthew K. Rose 2007 $ 3,700 $1,800 $ 7,873 $ 4,941 $ 68,362 $ 86,676
2006 $ 2,920 $1,800 $27,069 $ 3,323 $157,244 $192,356

Thomas N. Hund 2007 $ 8,300 $1,800 $ 1,416 $ 1,967 $ 23,705 $ 37,188
2006 $ 8,200 $1,800 $ 3,055 $ 2,091 $ 52,202 $ 67,348

Carl R. Ice 2007 $ 9,500 $1,800 $ 1,403 $ 1,758 $ 29,733 $ 44,194
2006 $ 4,784 $ — $ 3,090 $ 2,201 $ 58,891 $ 68,966

John P. Lanigan, Jr. 2007 $ 9,500 $1,800 $ 429 $ 2,268 $ 41,399 $ 55,396
2006 $ 9,500 $1,800 $ 2,243 $ 815 $ 49,200 $ 63,558

Roger Nober 2007 $13,620 $1,800 $ 313 $113,707 $22,501 $ 13,650 $165,591

(a) In 2007, named executive officers were entitled to Company-provided financial counseling or
reimbursement for financial counseling of up to $9,500. A higher limit applied to Mr. Nober since
he was a new employee. The Company has eliminated this benefit effective January 1, 2008.

(b) The aggregate incremental cost of Company-provided annual medical examinations was
determined based on the rates charged by the provider of the examinations. Effective January 1,
2008, we no longer provide annual medical examinations.

(c) The amounts in this column include the value of Mr. Rose and his family members’ personal travel
on Company aircraft and the incremental value of the other named executive officers’ family
members’ travel on Company aircraft during business trips. The value of the use of Company-
owned or leased aircraft included in the table is calculated based on the incremental operating
costs to the Company, such as fuel costs, mileage, trip-related maintenance, universal weather-
monitoring costs, on-board catering, landing and ramp fees and other miscellaneous variable
costs. Fixed costs that do not change based on usage, such as pilot salaries, any lease costs of
the Company aircraft and the cost of maintenance not related to trips, are excluded. Expenses for
spousal travel include additional incremental expenses associated with such travel that are paid or
reimbursed by the Company.

(d) The amount in this column was paid to Mr. Nober to compensate him for the expenses that he
incurred in relocating to Texas.

(e) The amounts in this column represent payments made to the named executive officers to cover any
taxes on their income attributed to their family members’ travel on corporate aircraft for business
purposes and their relocation benefits. To the extent that Mr. Rose and his family’s personal use of
Company aircraft results in taxable income to him, the Company does not provide any such gross-up
payments.

(f) The amounts in this column represent Company matching contributions to the Investment and
Retirement (401(k)) Plan and the Supplemental Investment and Retirement Plan.
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NARRATIVE DISCLOSURE TO SUMMARY COMPENSATION TABLE AND 2007 GRANTS OF
PLAN-BASED AWARDS TABLE

The following describes material features of the compensation disclosed in the Summary Compensation Table and
the 2007 Grants of Plan-Based Awards Table.

Incentive Compensation Plan. Both tables show awards under the Incentive Compensation Plan, which
provides annual performance-based cash awards. See the Compensation Discussion and Analysis for further
details on the Incentive Compensation Plan.

Stock Options. Stock options shown in the tables include regular annual grants, which vest in three equal
installments on the first three anniversaries of the grant date, subject to continued employment, remain
exercisable for ten years and have an exercise price equal to the mean between the high and low quoted sales
prices on the date of grant. They also include options granted pursuant to a reload feature of options granted in
prior years. Named executive officers who exercise options granted prior to February 28, 2005, using previously
acquired shares of the Company’s common stock, are entitled to a grant of new options for a number of shares
equal to the number of shares paid in the exercise. Reload options vest in full on the six-month anniversary of the
grant date, subject to continued employment, have an exercise price equal to the mean between the high and
low quoted sales prices on the date of grant, and expire under the terms of the original option grant. The
Summary Compensation Table also reflects options granted in previous years under the Salary Exchange Option
Program, as described in Footnote 2 to the Summary Compensation Table, and both tables reflect reload options
granted with respect to such Salary Exchange Option Program options.

Time-based Restricted Stock and RSUs. The Summary Compensation Table includes the values of regular
grants of time-based restricted shares and RSUs made in prior years that remain outstanding. The table also
includes restricted stock granted in exchange for non-equity incentive plan awards under our former Incentive
Bonus Stock Program. Both types of grants vest in full on the third anniversary of the grant date, subject to
continued employment. In addition, the Summary Compensation Table and the Grants of Plan-Based Awards
Table include certain special grants of restricted stock and RSUs. Mr. Ice received a special retention grant of
16,000 time-based restricted shares on April 29, 2004. Mr. Lanigan received a special hiring grant of 25,000 time-
based restricted shares on January 15, 2003. Mr. Nober received a special hiring grant of 5,000 time-based RSUs
on January 2, 2007. All three grants vest in full on the fifth anniversary of their respective grant dates, subject to
continued employment.

Performance-based RSUs and Performance Stock. The equity incentive plan awards described in the tables
consist of performance-based RSUs and performance stock, as described in the Compensation Discussion and
Analysis. Shares underlying performance-based RSUs may not be voted, but holders of performance-based RSUs
have the right to receive a cash payment equivalent to regular dividends with respect to their performance-based
RSUs at such times and in such amounts as dividends are paid on the Company’s common stock and, at the end
of the vesting period, a cash payment equivalent to any extraordinary dividends paid during the vesting period.
Shares of performance stock may not be voted until the performance stock is delivered at the end of the
performance period, and holders of performance-based RSUs do not receive cash payments equivalent to
dividends with respect to their rights to receive performance stock until the performance stock is delivered.
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2007 OUTSTANDING EQUITY AWARDS AT FISCAL YEAR-END TABLE

The table below provides information on the named executive officers’ outstanding equity awards as of
December 31, 2007.

Name
Option

Grant Date
Exercisable

(#)
Unexercisable

(#)

Option
Exercise

Price
($/Share)

Option
Expiration

Date

Stock
Award
Grant
Date

Number
of

Shares
or Units
of Stock

That
Have
Not

Vested
(#)(3)

Market
Value of
Shares or
Units of

Stock That
Have Not
Vested
($)(4)

Number of
Unearned
Shares,
Units or
Other

Rights That
Have Not
Vested
(#)(5)

Market or
Payout
Value of

Unearned
Shares,
Units or

Other Rights
That Have
Not Vested

($)(6)

Number of Securities
Underlying Unexercised

Options

Equity Incentive Plan
Awards

Option Awards(1) Stock Awards(2)

Matthew K. Rose 4/25/2001 3,441 0 29.04 4/25/2011 2/16/2005 113,568 9,452,265
4/25/2002 3,629 0 27.55 4/25/2012 5/2/2005 99,840 8,309,683
4/25/2002 241,371 0 27.55 4/25/2012 4/27/2006 29,550 2,459,447 59,100 4,918,893
4/24/2003 3,573 0 27.97 4/24/2013 4/26/2007 88,950 7,403,309
4/24/2003 296,427 0 27.97 4/24/2013
4/29/2004 3,054 0 32.72 4/29/2014
4/29/2004 312,946 0 32.72 4/29/2014
*8/23/2004 10,441 0 35.03 1/1/2010
*4/8/2005 7,882 0 52.62 1/1/2010
5/2/2005 1,354 677 49.21 5/2/2015
5/2/2005 143,846 71,923 49.21 5/2/2015
*10/28/2005 24,079 0 59.89 1/12/2010
4/27/2006 415 830 80.17 4/27/2016
4/27/2006 54,652 109,303 80.17 4/27/2016
*10/30/2006 32,852 0 77.61 5/21/2009
4/26/2007 0 158,200 88.77 4/26/2017
*5/1/2007 10,415 0 87.36 5/21/2009
*5/1/2007 34,335 0 87.36 4/25/2011
*12/7/2007 0 1,135 88.03 1/20/2009
*12/7/2007 0 80,251 88.03 4/25/2011

Thomas N. Hund 1/1/2003 53,100 0 26.20 1/1/2013 2/16/2005 33,528 2,790,535
4/24/2003 42,827 0 27.97 4/24/2013 5/2/2005 17,664 1,470,175
*11/25/2003 41,703 0 29.44 1/1/2010 4/27/2006 6,000 499,380 12,000 998,760
4/29/2004 3,054 0 32.72 4/29/2014 4/26/2007 19,800 1,647,954
4/29/2004 44,746 0 32.72 4/29/2014
*8/2/2004 2,837 0 35.25 1/12/2010
*8/2/2004 78,704 0 35.25 1/12/2010
1/1/2005 30,600 30,600 47.18 1/1/2015
5/2/2005 1,354 677 49.21 5/2/2015
5/2/2005 24,180 12,089 49.21 5/2/2015
*1/26/2006 1,311 0 76.21 4/25/2011
*1/26/2006 28,603 0 76.21 4/25/2011
4/27/2006 415 830 80.17 4/27/2016
4/27/2006 10,252 20,503 80.17 4/27/2016
*2/20/2007 1,210 0 82.55 4/25/2012
*2/20/2007 1,211 0 82.55 4/25/2012
*2/20/2007 17,812 0 82.55 4/25/2012
4/26/2007 0 35,200 88.77 4/26/2017

Carl R. Ice *12/11/2003 1,067 0 31.23 4/25/2012 4/29/2004 16,000 1,331,680
*12/11/2003 2,133 0 31.23 4/25/2011 5/2/2005 19,968 1,661,937
*12/13/2004 724 0 45.95 4/25/2011 4/27/2006 6,750 561,803 13,500 1,123,605
5/2/2005 677 677 49.21 5/2/2015 4/26/2007 23,100 1,922,613
5/2/2005 27,846 13,923 49.21 5/2/2015
*9/6/2005 8,722 0 54.08 1/1/2013
*9/6/2005 37,890 0 54.08 4/25/2012
*3/6/2006 2,997 0 78.66 1/1/2013
4/27/2006 415 830 80.17 4/27/2016
4/27/2006 11,919 23,836 80.17 4/27/2016
*5/1/2006 1,251 0 79.88 4/24/2013
*5/1/2006 18,953 0 79.88 4/24/2013
4/26/2007 0 41,100 88.77 4/26/2017
*4/30/2007 1,126 0 88.69 4/29/2014
*4/30/2007 20.788 0 88.69 4/29/2014

John P. Lanigan, Jr. 5/2/2005 1,354 677 49.21 5/2/2015 1/15/2003 25,000 2,080,750
5/2/2005 26,380 13,189 49.21 5/2/2015 2/16/2005 37,848 3,150,089
4/27/2006 415 830 80.17 4/27/2016 5/2/2005 19,200 1,598,016
4/27/2006 11,252 22,503 80.17 4/27/2016 2/16/2006 6,461 537,749
4/26/2007 0 39,000 88.77 4/26/2017 4/27/2006 6,750 561,803 13,500 1,123,605

4/26/2007 21,900 1,822,737
Roger Nober 4/26/2007 0 23,500 88.77 4/26/2017 1/2/2007 5,000 416,150

4/26/2007 13,200 1,098,636
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(1) Each of the options shown in the table, other than reload options (which are marked with an asterisk), vests
in three equal installments on the first three anniversaries of the grant date, subject to continued
employment. Reload options vest in full on the six-month anniversary of the grant date, subject to continued
employment.

(2) Each of the time-based restricted stock and RSU awards shown in the table vests in full on the third
anniversary of the grant date, subject to continued employment, except that the awards granted to Mr. Ice on
April 29, 2004, Mr. Lanigan on January 15, 2003, and Mr. Nober on January 2, 2007, vest in full on the fifth
anniversary of their respective grant dates, subject to continued employment. Each of the performance-based
RSU awards shown in the table vests in full on the third anniversary of the grant date, subject to continued
employment and achievement of the applicable performance goals.

(3) In addition to awards that were initially granted as time-based restricted stock and time-based RSUs, this
column also includes awards initially granted as performance-based RSUs that have become time-based RSUs
because they are no longer subject to a performance condition, and performance stock that is no longer
subject to a performance condition. Although these awards will not time-vest until May 2008, the applicable
performance conditions were determined to be satisfied in January 2008 based on 2007 ROIC. The numbers
of shares listed in the table with respect to these awards are the actual numbers that will be paid to the
named executive officers in 2008 (assuming they remain employed until the vesting date).

(4) This column represents the market value of the restricted shares, RSUs and performance stock disclosed in
the previous column based on the closing price of the Company’s common stock on December 31, 2007,
which was $83.23.

(5) This column represents performance-based RSUs and performance stock that will vest if and to the extent
predetermined performance objectives tied to ROIC are achieved. The amounts disclosed represent the
maximum amounts of RSUs and performance stock that will vest for each named executive officer.

(6) This column represents the market value of the performance-based RSUs disclosed in the previous column,
based on the closing price of the Company’s common stock on December 31, 2007, which was $83.23.

2007 OPTION EXERCISES AND STOCK VESTED TABLE

The table below sets forth certain information concerning stock option exercises during the 2007 fiscal year and
restricted stock, RSU and performance stock vesting during the 2007 fiscal year for each named executive officer.

Name

Number of
Shares

Acquired
on Exercise (#)

Value Realized
on

Exercise ($)(1)

Number of
Shares

Acquired on
Vesting (#)

Value
Realized

on Vesting
($)(2)

Option Awards Stock Awards

Matthew K. Rose 375,906 $21,930,221 146,298 $12,763,222
Thomas N. Hund 198,432 $ 9,251,231 32,348 $ 2,780,924
Carl R. Ice 119,720 $ 5,324,758 31,675 $ 2,753,587
John P. Lanigan, Jr. 18,800 $ 1,076,862 29,663 $ 2,580,392
Roger Nober – – – –

(1) The values in this column were calculated by multiplying the number of shares underlying each stock option
by the difference between (a) the exercise price of the option and (b)(i) with respect to options the exercise
price for which was paid in cash or previously acquired shares of stock, the average of the high and low
prices of a share of the Company’s common stock on the date of exercise and (ii) with respect to options
exercised by broker-assisted cashless exercise, the price per share paid by the buyer in the broker’s sale. The
values reported are before payment of any applicable withholding tax and broker commissions.

(2) The values in this column were calculated by multiplying the number of shares acquired on vesting by the
average of the high and low prices of a share of the Company’s common stock on the vesting date. The
values reported are before payment of any applicable withholding tax and broker commissions.
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2007 PENSION BENEFITS

The table below sets forth certain information on the pension benefits, as of September 30, 2007, for the named
executive officers.

Name Plan Name
Number of Years

Credited Service (#)
Present Value of Accumulated

Benefit ($)(5)(6)

Matthew K. Rose Retirement Plan(1) 15 $ 146,452
Supplemental Retirement Plan (2)(3) 15 $6,469,157

Total $6,615,609
Thomas N. Hund Retirement Plan(1) 25 $ 412,116

Supplemental Retirement Plan(2) 25 $2,201,983
Total $2,614,099

Carl R. Ice Retirement Plan(1) 29 $ 374,258
Supplemental Retirement Plan(2) 29 $2,388,662

Total $2,762,920
John P. Lanigan, Jr. Retirement Plan(1) 5 $ 51,566

Supplemental Retirement Plan(2)(4) 5 $ 721,302
Total $ 772,868

Roger Nober(7) Retirement Plan(1) – –
Supplemental Retirement Plan(2) – –

Total –

(1) An employee begins participating in the Retirement Plan after one year of service in a salaried position, with
60 months of service required in order to receive a benefit. All the participating named executive officers are
vested in their benefits under the Retirement Plan. Normal retirement eligibility is at age 65. Early retirement
eligibility is at age 55 with at least ten years of service. Benefits are reduced for early retirement, but an
employee is eligible for unreduced benefits at age 62 if the employee would have earned at least 30 years of
credited service by that age. The early retirement benefit reduction is 1/180th for each month between age 60
and the date unreduced benefits could be paid, and 1/360th for each month between ages 55 and 60. Benefit
payments will commence at retirement. The form of benefit payment under the plan will be elected by each
employee upon retirement. The forms of benefit payment include a basic life annuity, a life annuity with ten
years of payment guaranteed and various survivor annuities. The plan provides an annual benefit accrual
determined pursuant to the following formula: (a) the sum of (i) 0.3% of compensation (generally, salary
plus Incentive Compensation Plan awards, determined on a monthly basis) up to the Social Security pay level,
(ii) 0.8% of compensation greater than the Social Security pay level and less than the Railroad Retirement
pay level and (iii) 1.4% of compensation greater than the Railroad Retirement pay level, multiplied by
(b) years of credited service. The Social Security pay level is defined as the 35-year average of the Social
Security taxable wage base, and the Railroad Retirement pay level is defined as the five-year average of the
Railroad Retirement Tier II taxable wage base. Compensation taken into account and benefits payable under
the Retirement Plan are subject to the limitations imposed on qualified plans under the Internal Revenue
Code.

(2) The Supplemental Retirement Plan provides benefits above the limits permitted by federal tax law for the
Retirement Plan, so that the total of the benefits provided by the two retirement plans is equal to the benefits
that would be provided by the Retirement Plan if no tax limits were applied and certain compensation not
counted as compensation for purposes of the Retirement Plan were counted. Participants will vest in their
benefits under the Supplemental Retirement Plan at the same time as they vest in their Retirement Plan
benefits. All the participating named executive officers are vested in their benefits under the Supplemental
Retirement Plan. Benefit payments will commence upon retirement. The following distribution forms are
currently in place for the named executive officers: Messrs. Rose and Lanigan, lump-sum payments, and
Messrs. Hund and Ice, monthly installment payments over five years. In 2008, however, participants in the
Supplemental Retirement Plan, including the named executive officers, will have the opportunity to change
their distribution elections.

(3) The value shown for Mr. Rose in this row reflects both Mr. Rose’s regular Supplemental Retirement Plan
benefit and his retirement benefit agreement benefit. The agreement provides an additional benefit based on
the following benefit formula: the sum of (a) 2.2% of compensation (generally defined as in the
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Supplemental Retirement Plan) for each of the first 14 years of service, (b) 2.5% of compensation for each of
the next three years of service, (c) 3.0% of compensation for each of the next three years of service and
(d) 3.5% of compensation for each of the next four years of service, subject to a maximum benefit of 61.3%
of compensation, which will be achieved after 24 years of service. The benefit is offset by benefits payable
under the Retirement Plan, the regular Supplemental Retirement Plan formula and Railroad Retirement
benefits. The resulting incremental benefit will be paid entirely from the Supplemental Retirement Plan in the
same form and at the same time as regular benefits are provided under that plan. The provisions of the
Retirement Plan with respect to early retirement will apply to Mr. Rose’s benefits under the retirement benefit
agreement, but for purposes of the early retirement reduction, Mr. Rose will be treated as if he would have
completed 30 years of credited service on his 62nd birthday. Mr. Rose is vested in the additional benefits
provided under his retirement benefit agreement, but he will forfeit them if his employment is terminated by
the Company for cause.

(4) The value shown for Mr. Lanigan in this row reflects both Mr. Lanigan’s regular Supplemental Retirement Plan
benefit and an additional five years of credited service for purposes of computing his Retirement Plan benefit
provided under his retirement benefit agreement. The resulting incremental benefit will be paid entirely from
the Supplemental Retirement Plan. For purposes of the retirement benefit agreement, Mr. Lanigan will be
eligible for early retirement at any time he has both attained age 55 and completed at least ten years of
service. Mr. Lanigan vested in the additional benefits provided under his retirement benefit agreement on
January 13, 2008, but will forfeit them if his employment is terminated by the Company for cause.

(5) For the assumptions used in these calculations, see footnote 13 to the Company’s financial statements
included in the Company’s Annual Report on Form 10-K for the fiscal year ended December 31, 2007, except
that for these purposes retirement is assumed to occur at the earliest age at which each executive can retire
with unreduced benefits, and employment is assumed to continue until retirement. For 2007, the calculations
use a discount rate of 6.0%. For those executives who have elected lump-sum or installment payments under
the Supplemental Retirement Plan, a 6.15% discount rate is used in these calculations to determine the value
of such benefits at the assumed retirement age, and the 6.0% discount rate is used to determine the current
present value of the lump-sum or installment payments.

(6) No pension benefits were paid to any of the named executive officers in the last fiscal year.

(7) As of December 31, 2007, Mr. Nober was not yet a participant in the Retirement Plan or in the Supplemental
Retirement Plan.

2007 NONQUALIFIED DEFERRED COMPENSATION

The table below sets forth certain information, as of December 31, 2007, on the nonqualified deferred
compensation plans in which the named executive officers participate.

Name Plan Name

Executive
Contributions
in Last Fiscal
Year ($)(4)

Registrant
Contributions
in Last Fiscal
Year ($)(5)

Aggregate
Earnings in
Last Fiscal
Year ($)(6)

Aggregate
Balance at
Last Fiscal
Year End
($)(7)(8)

Matthew K. Rose(3) Supplemental Investment and Retirement Plan(1) $184,143 $147,303 $ 164,050 $2,996,221
Senior Management Stock Deferral Plan(2) $ – $ – $1,075,886 $9,505,948

Total
Thomas N. Hund Supplemental Investment and Retirement Plan(1) $132,330 $ 45,426 $ 137,239 $1,453,102

Senior Management Stock Deferral Plan(2) $ – $ – $ 133,265 $1,177,455
Total

Carl R. Ice Supplemental Investment and Retirement Plan(1) $ 60,552 $ 48,483 $ 57,026 $ 905,515
Total

John P. Lanigan, Jr. Supplemental Investment and Retirement Plan(1) $ 48,190 $ 41,858 $ 18,946 $ 375,454
Total

Roger Nober Supplemental Investment and Retirement Plan(1) $ 5,500 $ 2,750 $ 0 $ 8,196
Total

(1) The Supplemental Investment and Retirement Plan provides benefits that cannot be provided under the
Retirement Plan, a qualified 401(k) plan, due to limits imposed by the Internal Revenue Code. Each year,

45



participants may elect to defer up to 25% of base salary that is not eligible compensation under the
Retirement Plan, up to 25% of any cash incentive payments that are not eligible compensation under the
Retirement Plan, and any other amounts that could have been deferred into the Retirement Plan but for
certain other limitations under the Internal Revenue Code. Each year, the Company makes a matching
contribution to the Supplemental Investment and Retirement Plan of 50% of a participant’s compensation
deferred up to 6% of the participant’s compensation. To the extent that additional Company matching
contributions are made to the Retirement Plan by reason of the attainment of financial and other objectives
of the Company, participants will be credited with an additional Company matching contribution. The amount
of such additional matching contribution will be equal to the same percentage, not to exceed 30%, of the
participant’s contributions to the Supplemental Investment and Retirement Plan up to 6% of compensation,
as is credited pursuant to the Retirement Plan. The Company will make additional matching contributions for
a year to the extent that Company contributions to a participant’s Retirement Plan accounts are limited due to
the application of the Internal Revenue Code. Participants are fully vested in their contributions to the
Supplemental Investment and Retirement Plan, and vest in Company matching contributions in accordance
with the vesting schedule that applies to Company matching contributions to the Retirement Plan. All the
named executive officers other than Mr. Nober are vested in their benefits under the Supplemental
Investment and Retirement Plan. Participants’ accounts in the Supplemental Investment and Retirement Plan
may be invested in various investment vehicles, as elected by the participant. The investment options that
may be chosen track commonly available investment vehicles, including mutual funds and bond funds.
Transfers and allocation changes among investment vehicles may be made daily by participants. Upon a
participant’s death or termination of employment, the participant’s entire account balance, to the extent
vested, will be paid to the participant according to the participant’s distribution election. Messrs. Rose,
Lanigan and Nober have elected to receive lump-sum payments following death or termination of
employment and Messrs. Hund and Ice have elected to receive five annual installments following death or
termination of employment. In 2008, however, participants in the Supplemental Investment and Retirement
Plan, including the named executive officers, will have the opportunity to change their distribution elections.

(2) The Senior Management Stock Deferral Plan allowed for the deferral of restricted stock awards and gains
from stock options that were exercised with previously acquired shares of Company common stock. New
deferrals under the plan have not been allowed since December 31, 2004. Of the named executive officers,
only Messrs. Rose and Hund have accounts in the plan. For each restricted stock award or option award
subject to deferral, a participant’s account under the plan was credited with a number of RSUs equal to the
number of shares of stock that the participant would have received in the absence of the deferral. Mr. Rose
holds 114,213 RSUs in the Senior Management Stock Deferral Plan. Mr. Hund holds 14,147 RSUs in the Senior
Management Stock Deferral Plan. Deferred RSUs track the value of Company common stock. All amounts
deferred under the plan have vested. While amounts are deferred, participants receive cash payments equal
to the dividends that would be payable with respect to the number of shares of stock equal to the number of
RSUs credited to their accounts. Participants will receive a distribution of shares of Company common stock
equal to the number of vested RSUs credited to their deferral accounts in accordance with their distribution
elections. Messrs. Rose and Hund have elected to receive lump-sum distributions of their accounts upon
termination of employment.

(3) The Supplemental Investment and Retirement Plan includes a special deferral sub-account for Mr. Rose that
was transferred from the former Burlington Northern Inc. Nonqualified 401(k) Restoration Plan effective
January 1, 1997, when that plan was terminated. The sub-account, which earns the Moody’s average
corporate bond yield (6.147% on a compounded annualized basis for 2007), contains amounts equal to the
Company matching contributions that would have been paid on Mr. Rose’s contributions to the Burlington
Northern Inc. Thrift and Profit Sharing Plan I, a 401(k) plan, had there not been a limit to qualified plan
contributions.
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(4) The following executive contributions to the Supplemental Investment and Retirement Plan reflected in the
Executive Contributions in Last Fiscal Year column are also included in the 2007 rows corresponding to the
Salary column of the Summary Compensation Table.

Name Amount

Matthew K. Rose $59,588
Thomas N. Hund $95,550
Carl R. Ice $29,101
John P. Lanigan, Jr. $48,190
Roger Nober $ 5,500

(5) The following Company matching contributions to the Supplemental Investment and Retirement Plan
reflected in the Registrant Contributions in Last Fiscal Year column are also included in the 2007 rows
corresponding to the All Other Compensation column of the Summary Compensation Table.

Name Amount

Matthew K. Rose $29,794
Thomas N. Hund $11,466
Carl R. Ice $14,550
John P. Lanigan, Jr. $11,993
Roger Nober $ 2,750

(6) The Aggregate Earnings in Last Fiscal Year column includes the amount of aggregate earnings accrued in the
plans between December 31, 2006, and December 31, 2007. As described in Footnote 6 to the Summary
Compensation Table, a portion of the earnings on Mr. Rose’s sub-account in the Supplemental Investment and
Retirement Plan is deemed “preferential” or “above-market” under Securities and Exchange Commission rules,
and this portion is therefore also reported in the Change in Pension Value and Nonqualified Deferred
Compensation Earnings column of the Summary Compensation Table. Since Mr. Nober had losses of $54 in
the Supplemental Investment and Retirement Plan in 2007, $0 is shown in this column for him.

(7) For contributions to the plans invested in Company stock, the Aggregate Balance at Last Fiscal Year-End
column reflects the value of the named executive officers’ deferred compensation based on the closing
market price of the Company’s common stock on December 31, 2007.

(8) This column includes the following executive and registrant contributions disclosed in last year’s Summary
Compensation Table:

Name
Supplemental Investment and

Retirement Plan ($)
Senior Management Stock

Deferral Plan ($)

Matthew K. Rose $361,375 $0
Thomas N. Hund $182,988 $0
Carl R. Ice $123,992 $0
John P. Lanigan, Jr. $ 84,225 $0
Roger Nober $ 0 $0

POTENTIAL PAYMENTS UPON TERMINATION OR CHANGE IN CONTROL

The Company’s policies and plans provide for certain payments and benefits upon termination of employment
and/or a change in control of the Company. This section describes and quantifies potential payments that would
have been made to each of the named executive officers in connection with a change in control of the Company
and/or the termination of the named executive officer’s employment for the reasons identified below. For
purposes of this section, the triggering events are assumed to have taken place on December 31, 2007. Unless
otherwise specifically noted, the terms and conditions described below apply to each named executive officer on
an identical basis.
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Involuntary Termination Without Cause on December 31, 2007, Not in Connection with a Change in
Control

If a named executive officer’s employment were terminated by the Company without cause on December 31, 2007,
other than during the 24-month period following a change in control or within the 60-day period prior to a change
in control, then he would have been entitled to the following payments and benefits pursuant to the Company’s
severance plan:

• a lump-sum cash payment in an amount equal to the greater of (i) one week’s base salary times years
of service, plus one week’s base salary per $6,000 of annual base salary, plus one week’s base salary
for each year over 40 years of age and (ii) two weeks’ base salary times years of service, subject to a
minimum payment of eight weeks’ base salary and a maximum payment of two years’ base salary;

• continuation of Company-paid medical and dental benefits for six months;

• eligibility for retiree medical benefits and retiree life insurance coverage under the applicable Company
plans, subject to certain conditions set forth in the severance plan; and

• reimbursement for outplacement services.

Release - Pursuant to the severance plan, an employee must execute a release of claims in favor of the Company
in order for the employee to receive the benefits listed above. If an employee does not execute a release, he or
she will still be eligible for two weeks’ base salary as severance.

A named executive officer would also have been entitled to the following additional benefits upon a termination
by the Company without cause on December 31, 2007, other than during the 24-month period following a change
in control or within the 60-day period prior to a change in control:

• immediate time-based vesting of a prorated portion of all unvested stock options, restricted stock and
time-based and performance-based RSUs, based on the portion of the vesting period completed at the
time of termination;

• performance-based RSUs would have remained subject to performance conditions throughout the
performance period, but the right to receive performance stock would have been forfeited;

• extension of the exercise period for vested stock options to the lesser of five years following
termination and the expiration date of the option; and

• in the case of Mr. Lanigan, immediate vesting of the additional service credit provided under his
retirement benefit agreement.

Termination Due to Death on December 31, 2007

If a named executive officer’s employment were terminated due to death on December 31, 2007, then his estate
or beneficiary would have been entitled to the following payments and benefits:

• immediate vesting of all unvested stock options, restricted stock and time-based and performance-
based RSUs, assuming target performance for performance-based RSUs (the right to receive
performance stock would have been forfeited);

• extension of the exercise period for vested stock options to the lesser of five years following
termination and the expiration date of the option;

• in the case of Mr. Lanigan, immediate vesting of the additional service credit provided under his
retirement benefit agreement; and

• in the case of Mr. Nober, immediate vesting of his benefits in the Supplemental Investment and
Retirement Plan.
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Change in Control Without a Qualifying Termination on December 31, 2007

If a change in control of the Company occurred on December, 31, 2007, then each named executive officer would
have been entitled to the following payments and benefits:

• immediate vesting of all unvested stock options, restricted stock and time-based and performance-
based RSUs granted on or prior to September 21, 2006, assuming target performance for performance-
based RSUs (performance stock would have remained outstanding and would have still been able to be
earned based on performance criteria);

• pursuant to Mr. Rose’s retirement benefit agreement, if Mr. Rose’s employment with the Company
terminates for any reason prior to his attainment of age 55 and within the 24 months following a
change in control (or the 12 months following the consummation of a change in control), then, for
purposes of computing Mr. Rose’s supplemental retirement benefits, he will receive additional service
credit equal to the lesser of 36 months or the number of months remaining until his 55th birthday;

• in the case of Mr. Lanigan, immediate vesting of the additional service credit provided under his
retirement benefit agreement; and

• in the case of Mr. Nober, immediate vesting of his benefits in the Supplemental Investment and
Retirement Plan.

Benefits Protection Trust. The Company has established the Amended and Restated Benefits Protection Trust
to provide certain protections for employees in the event of a change in control. In the event of a change in
control, the Company is required to deposit in the trust an amount equal to the value of participants’ accrued
benefits under the Supplemental Retirement Plan, the Supplemental Investment and Retirement Plan, Mr. Rose’s
retirement benefit agreement, the Incentive Compensation Plan, as well as certain plans for non-employee
Directors and certain plans for employees other than the named executive officers. Following the change in
control, the Company will be obligated to deposit in the trust an amount equal to the additional value of the
accrued benefits of participants in the plans (other than the Incentive Compensation Plan).

Involuntary Termination Without Cause or Voluntary Termination for Good Reason on December 31, 2007,
in Connection with a Change in Control

The Company has entered into individual change in control agreements with each named executive officer that
provide for certain payments and benefits upon a termination of employment by the Company without cause or
by the executive for good reason within the 24 months following a change in control (or within the 12 months
following the consummation of a change in control) or during the 60 days prior to a change in control.

Upon a qualifying termination on December 31, 2007, under the change in control agreements, each named
executive officer would have been entitled to, in lieu of any benefits under the severance plan:

• a lump-sum cash payment equal to two times the sum of his then-current annual base salary (or, if
higher, his highest consecutive 12 months’ salary over the prior 24-month period, or his annual salary
in effect immediately prior to the change in control) and his 2007 target annual incentive opportunity
under the Incentive Compensation Plan;

• a lump-sum cash payment equal to an additional 0.5 times the sum described in the previous bullet,
in consideration for the executive’s compliance with the post-employment covenants described below;

• continuation of Company-paid medical, dental and other insurance benefits for up to 24 months;

• immediate vesting of all unvested stock options, restricted stock and time-based and performance-
based RSUs granted after September 21, 2006 and prior to the change in control, assuming target
performance for performance-based RSUs (the right to receive performance stock is forfeited);

• extension of the exercise period for vested stock options to the lesser of five years following
termination and the expiration date of the option;
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• eligibility for retiree medical benefits and retiree life insurance coverage under the applicable
Company plans if the executive would have been eligible for such benefits pursuant to the Company’s
severance plan if he had not been covered by the change in control agreement;

• reimbursement for outplacement services and legal fees and expenses relating to any claims under
the agreement that result from termination of employment; and

• payment of a gross-up to make the executive whole for any excise tax imposed as a result of
Section 280G of the Internal Revenue Code (except that total payments will be reduced by up to 10%
(5% in the first three years of employment) if such a reduction would result in no excise tax, and
therefore no gross-up, being payable).

Release. Pursuant to the change in control agreements, an executive will not be entitled to the benefits listed
above unless he executes a release of claims in favor of the Company.

Post-Employment Covenants. If the Company terminates an executive’s employment without cause, or an
executive terminates his employment for good reason, under his change in control agreement, then, for the
12-month period following his termination, he will be subject to non-competition and non-solicitation covenants
that prevent him from competing with the Company and soliciting or hiring any employee of the Company
without the Company’s consent. If the executive breaches these covenants, all severance payments will cease
and the Company may, in its discretion, require the executive to repay any severance payments already received.

Defined Terms

“Cause,” for purposes of the change in control agreements, stock incentive plans and severance plan, means, in
general: (i) the willful and continued failure of the executive to perform his duties with the Company or (ii) the
willful engaging by the executive in conduct that is demonstrably and materially injurious to the Company.

“Change in control,” for purposes of the Company’s plans and agreements, means, in general: (i) any person
becomes the beneficial owner of securities representing 25% or more of the voting power of the Company’s
outstanding securities; (ii) during any period of two consecutive years, individuals who at the beginning of the
period constitute the Board, and any new Directors approved by at least two-thirds of existing Directors, cease to
constitute at least a majority of the Board; (iii) the Company’s shareholders approve a merger or consolidation of
the Company with another company following which the Company’s shareholders hold less than 80% of the
combined voting power of the surviving entity; or (iv) the Company’s shareholders approve a plan of complete
liquidation or an agreement for the sale or disposition by the Company of all or substantially all its assets.

“Good reason,” for purposes of the change in control agreements, means: (i) the assignment to the executive of
duties with a level of responsibility materially inconsistent with the position that the executive held immediately
prior to the change in control, or a significant adverse alteration in the status of the executive’s responsibilities
from those in effect immediately prior to the change in control; (ii) a material reduction in the executive’s base
salary, excluding across-the-board salary reductions similarly affecting all management employees; (iii) a change
in the executive’s work location of more than 50 miles; (iv) the failure of the Company to pay the executive any
material portion of his compensation within seven days after the date such compensation is due; (v) the failure of
the Company to continue any material compensation or benefit plan or the failure by the Company to continue
the executive’s participation in any such plan on a basis not materially less favorable than the basis of his
participation at the time of the change in control; (vi) the failure of the Company to obtain an agreement from
any successor company to assume and agree to comply with the change in control agreement; or (vii) any
purported termination of the executive’s employment by the Company that is not effected in material compliance
with the notice provisions of the change in control agreement. Good reason will only exist if the Company has not
corrected the applicable circumstances after being given notice of them by the executive.
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Quantification of Potential Payments Upon Termination or Change in Control(1)

The following tables quantify the potential payments described above:

Matthew K. Rose

Type of Payment

Involuntary
Termination

Without Cause
Not in

Connection
with a Change

in Control Death
Change in

Control Only

Involuntary
Termination

Without Cause or
Voluntary

Termination for
Good Reason in

Connection with a
Change in Control(6)

Cash Compensation
Cash Severance $ 2,270,000 $ 0 $ 0 $ 5,046,000
Cash Non-compete Payment $ 0 $ 0 $ 0 $ 1,261,500

Accelerated Equity Awards(2)
Stock Options $ 2,360,863 $ 2,806,859 $ 2,806,859 $ 0
Restricted Stock $ 8,927,167 $ 9,452,265 $ 9,452,265 $ 0
RSUs — Time-Based $ 4,161,500 $ 5,705,417 $ 5,705,417 $ 0
RSUs — Performance-Based(3) $ 5,258,305 $10,640,956 $ 5,705,417 $ 4,935,539

Health and Welfare Benefits
Continuation of Health and Welfare Benefits(4) $ 8,622 $ 0 $ 0 $ 48,812
Extension of Eligibility for Retiree Medical Benefits(4) $ 0 $ 0 $ 0 $ 0

Perquisites and Tax Payments
Outplacement Services $ 20,000 $ 0 $ 0 $ 20,000
280G Tax Gross-Up(5) $ 0 $ 0 $ 0 $ 5,706,551

Retirement Benefits
Supplemental Retirement Plan Benefits(7) $ 0 $ 0 $ 2,864,685 $ 0
Supplemental Investment and Retirement Plan Benefits $ 0 $ 0 $ 0 $ 0

Total $23,006,457 $28,605,497 $26,534,643 $17,018,402

Thomas N. Hund

Type of Payment

Involuntary
Termination

Without Cause
Not in

Connection
with a Change

in Control Death
Change in

Control Only

Involuntary
Termination

Without Cause or
Voluntary

Termination for
Good Reason in

Connection with a
Change in Control(6)

Cash Compensation
Cash Severance $1,009,600 $ 0 $ 0 $1,829,600
Cash Non-compete Payment $ 0 $ 0 $ 0 $ 457,400

Accelerated Equity Awards(2)
Stock Options $ 419,316 $ 499,578 $ 499,578 $ 0
Restricted Stock $2,635,478 $2,790,535 $2,790,535 $ 0
RSUs — Time-Based $ 771,958 $1,073,667 $1,073,667 $ 0
RSUs — Performance-Based(3) $1,016,072 $2,172,303 $1,073,667 $1,098,636

Health and Welfare
Benefits Continuation of Health and Welfare
Benefits(4) $ 8,622 $ 0 $ 0 $ 48,812
Extension of Eligibility for Retiree Medical Benefits(4) $ 201,435 $ 0 $ 0 $ 195,369

Perquisites and Tax Payments
Outplacement Services $ 20,000 $ 0 $ 0 $ 20,000
280G Tax Gross-Up(5) $ 0 $ 0 $ 0 $ 0

Retirement Benefits
Supplemental Retirement Plan Benefits $ 0 $ 0 $ 0 $ 0
Supplemental Investment and Retirement Plan
Benefits $ 0 $ 0 $ 0 $ 0

Total $6,082,481 $6,536,083 $5,437,447 $3,649,817
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Carl R. Ice

Type of Payment

Involuntary
Termination

Without Cause
Not in

Connection
with a Change

in Control Death
Change in

Control Only

Involuntary
Termination

Without Cause or
Voluntary

Termination for
Good Reason in

Connection with a
Change in Control(6)

Cash Compensation
Cash Severance $1,108,600 $ 0 $ 0 $2,012,600
Cash Non-compete Payment $ 0 $ 0 $ 0 $ 503,150

Accelerated Equity Awards(2)
Stock Options $ 480,117 $ 572,170 $ 572,170 $ 0
Restricted Stock $ 976,538 $1,331,680 $1,331,680 $ 0
RSUs — Time-Based $ 871,168 $1,210,997 $1,210,997 $ 0
RSUs — Performance-Based(3) $1,155,981 $2,492,739 $1,210,997 $1,281,742

Health and Welfare Benefits
Continuation of Health and Welfare Benefits(4) $ 8,622 $ 0 $ 0 $ 48,812
Extension of Eligibility for Retiree Medical Benefits(4) $ 192,750 $ 0 $ 0 $ 192,750

Perquisites and Tax Payments
Outplacement Services $ 20,000 $ 0 $ 0 $ 20,000
280G Tax Gross-Up(5) $ 0 $ 0 $ 0 $ 0

Retirement Benefits
Supplemental Retirement Plan Benefits $ 0 $ 0 $ 0 $ 0
Supplemental Investment and Retirement Plan Benefits $ 0 $ 0 $ 0 $ 0

Total $4,813,776 $5,607,586 $4,325,844 $4,059,054

John P. Lanigan, Jr.

Type of Payment

Involuntary
Termination

Without Cause
Not in

Connection
with a Change in

Control Death
Change in

Control Only

Involuntary
Termination

Without Cause or
Voluntary

Termination for
Good Reason in

Connection with a
Change in Control(6)

Cash Compensation
Cash Severance $1,066,000 $ 0 $ 0 $1,938,000
Cash Non-compete Payment $ 0 $ 0 $ 0 $ 484,500

Accelerated Equity Awards(2)
Stock Options $ 455,786 $ 543,120 $ 543,120 $ 0
Restricted Stock $5,349,691 $ 5,768,588 $5,768,588 $ 0
RSUs — Time-Based $ 849,612 $ 1,186,028 $1,186,028 $ 0
RSUs — Performance-Based(3) $1,119,610 $ 2,401,186 $1,186,028 $1,215,158

Health and Welfare Benefits
Continuation of Health and Welfare Benefits(4) $ 8,622 $ 0 $ 0 $ 48,812
Extension of Eligibility for Retiree Medical Benefits(4) $ 0 $ 0 $ 0 $ 0

Perquisites and Tax Payments
Outplacement Services $ 20,000 $ 0 $ 0 $ 20,000
280G Tax Gross-Up(5) $ 0 $ 0 $ 0 $ 0

Retirement Benefits
Supplemental Retirement Plan Benefits(8) $ 841,872 $ 383,165 $ 841,872 $ 0
Supplemental Investment and Retirement Plan Benefits $ 0 $ 0 $ 0 $ 0

Total $9,711,193 $10,282,087 $9,525,636 $3,706,470
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Roger Nober

Type of Payment

Involuntary
Termination

Without Cause
Not in

Connection
with a Change

in Control Death
Change in

Control Only

Involuntary
Termination

Without Cause or
Voluntary

Termination for
Good Reason in

Connection with a
Change in Control(6)

Cash Compensation
Cash Severance $545,728 $ 0 $ 0 $1,350,000
Cash Non-compete Payment $ 0 $ 0 $ 0 $ 337,500

Accelerated Equity Awards(2)
Stock Options $ 0 $ 0 $ 0 $ 0
Restricted Stock $ 0 $ 0 $ 0 $ 0
RSUs — Time-Based $ 76,322 $ 416,150 $ 0 $ 416,150
RSUs — Performance-Based(3) $162,798 $ 732,424 $ 0 $ 732,424

Health and Welfare Benefits
Continuation of Health and Welfare Benefits(4) $ 8,622 $ 0 $ 0 $ 46,692
Extension of Eligibility for Retiree Medical Benefits(4) $ 0 $ 0 $ 0 $ 0

Perquisites and Tax Payments
Outplacement Services $ 20,000 $ 0 $ 0 $ 20,000
280G Tax Gross-Up(5) $ 0 $ 0 $ 0 $ 857,846

Retirement Benefits
Supplemental Retirement Plan Benefits $ 0 $ 0 $ 0 $ 0
Supplemental Investment and Retirement Plan Benefits $ 0 $ 2,186 $2,186 $ 0

Total $813,470 $1,150,760 $2,186 $3,760,612

(1) These tables do not address the following types of payments:

• prorated Incentive Compensation Plan payments (payable based on target upon a qualifying
termination under the change in control agreements and based on actual performance upon
retirement, death or a termination without cause outside the change in control context), since the
regular 2007 Incentive Compensation Plan payments would have been earned by the executives if
they remained employed through December 31, 2007 (such amounts are disclosed in the 2007 rows
corresponding to the Non-Equity Incentive Plan Award column of the Summary Compensation Table);

• payments with respect to vested equity awards, all of which are shown in the 2007 Outstanding
Equity Awards at Fiscal Year-End Table;

• accrued pension and deferred compensation benefits shown in the 2007 Pension Benefits table and
the 2007 Nonqualified Deferred Compensation table (including RSUs in the Senior Management Stock
Deferral Plan that are payable upon a termination of employment or change in control, but other than
any pension and deferred compensation benefits that are provided under nonqualified plans and that
are accelerated or enhanced in connection with a termination of employment or a change in control,
which are described above);

• post-retirement health and welfare benefits that the Company offers generally to salaried employees
who have met age and service requirements (other than the extension of eligibility in certain cases as
described above);

• payments upon voluntary termination of employment or termination of employment for cause, since
all equity awards (other than RSUs in the Senior Management Stock Deferral Plan) would be forfeited
upon such terminations, and no additional unvested amounts would be payable upon such
events; and

• payments upon retirement (equity awards would generally time-vest on a pro-rata basis), since none
of the named executive officers were eligible to retire on December 31, 2007.

(2) For purposes of these calculations, the price of a share of the Company’s common stock on the date of each
triggering event was assumed to be $83.23, the closing price of the Company’s common stock on
December 31, 2007.
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(3) For terminations of employment following which performance-based RSUs would remain subject to
performance conditions throughout the performance period, target performance is assumed.

(4) The amounts shown in these rows represent an estimate of the present value of the cost to the Company of
providing the benefits, considering the applicable COBRA premiums for medical and dental benefits and
premiums for life insurance and long-term disability benefits.

(5) The Company determined the amount of the excise tax payment by multiplying by 20% the “excess
parachute payments” that would arise in connection with a change in control. The excess parachute
payments were determined in accordance with the provisions of Section 280G of the Internal Revenue Code.
The Company utilized the following key assumptions to determine the named executive officers’ tax gross-up
payments:

• a statutory federal income tax rate of 35% and a Medicare tax rate of 1.45%;

• each named executive officer’s Section 280G “base amount” was determined based on average W-2
compensation for the period from 2002-2006 (or the period of the executive’s employment with the
Company, if shorter); and

• the interest rate assumption was 120% of the applicable federal rate as of December 2007.

(6) The amounts in this column assume that the change in control occurred on December 31, 2007, and that the
termination of employment occurred immediately thereafter, and therefore do not include amounts that vest
on a change in control alone, which are shown in the previous column.

(7) The amount listed under the Change in Control Only column represents the additional lump-sum payment
that Mr. Rose would have become entitled to under the Supplemental Retirement Plan if a change in control
occurred on December 31, 2007 and his employment terminated for any reason immediately thereafter. The
amount is listed in the Change in Control Only column because Mr. Rose would have vested in the amount
upon a change in control on December 31, 2007, but he would not have been entitled to receive the amount
unless his employment terminated for any reason within the 24 months following the change in control (or
the 12 months following the consummation of the change in control), and the amount would not have been
payable until his actual retirement (for which he will not be eligible until he reaches age 55).

(8) The amounts listed under the Involuntary Termination Without Cause Not in Connection with a Change in
Control and the Change in Control Only columns corresponding to this row represent the lump-sum payment
that Mr. Lanigan would have become entitled to under the Supplemental Retirement Plan if the applicable
events occurred on December 31, 2007. The amount listed under the Death column corresponding to this row
represents the value of the annuity that Mr. Lanigan’s beneficiary would have become entitled to receive
under the Supplemental Retirement Plan upon Mr. Lanigan’s death on December 31, 2007. The amounts are
listed in the table because Mr. Lanigan would have vested in the amounts upon the applicable events on
December 31, 2007, although the amounts would not have been payable until Mr. Lanigan reached (or would
have reached) age 65.
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COMMUNICATIONS AND OTHER MATTERS

Communications with the Board

Communications by shareholders or by other parties may be sent to the Board by U.S. mail or overnight delivery
in care of our Secretary at 2650 Lou Menk Drive, Fort Worth, Texas 76131-2830. Communications may be
addressed to the Board, non-management Directors or one or more Board members. Communications addressed
to other individuals will be forwarded by our Secretary to the addressee. Communications not specifically
addressed to the Board, non-management Directors or an individual will be reviewed by our Secretary and then
sent to the appropriate Board committee based upon the issues addressed and the committee that has
responsibility for such issues. Acknowledgements of receipt will be sent to persons submitting communications.
Communications may be made anonymously. The Board has approved this process.

Procedures for Recommending Director Candidates

The Directors and Corporate Governance Committee will consider a candidate for Director recommended by a
shareholder. Any such recommendation should follow advance notice requirements, as described below under
“Shareholder Nomination of Directors.” The recommendation should also provide the reasons supporting a
recommendation, the individual’s qualifications, the individual’s consent to being considered as a nominee, and a
way to contact the individual to verify his or her interest and to gather further information, if necessary. In
addition, the shareholder should submit information demonstrating the number of shares he or she owns.
Shareholders may send recommendations for Director candidates for the 2009 annual meeting of shareholders via
U.S. mail or overnight delivery to the Directors and Corporate Governance Committee in care of our Secretary at
2650 Lou Menk Drive, Fort Worth, Texas 76131-2830.

Advance Notice Requirements

Shareholder Proposals for Annual Meeting in 2009. Proposals by shareholders to be considered for
inclusion in the proxy materials for the annual meeting in 2009 must be received by our Secretary at 2650 Lou
Menk Drive, Fort Worth, Texas 76131-2830 (or (817) 352-7111 by facsimile), no later than November 17, 2008.
The use of certified mail, return receipt requested, is advised. To be eligible for inclusion, a proposal must also
comply with Rule 14a-8, including the minimum stock ownership requirements and all other applicable provisions,
under the Securities Exchange Act of 1934.

Other Shareholder Business at Annual Meeting in 2009. To introduce other business at the annual
meeting in 2009 not submitted pursuant to Rule 14a-8, shareholders must send advance notice in writing to our
Secretary at the address shown above. To be timely, notice must be received no later than December 25, 2008,
and no earlier than November 25, 2008. The shareholder shall submit information establishing the number of
shares owned by the shareholder and any beneficial owner represented by the shareholder. The advance notice
must also meet the other requirements of Article II, Section 10 of the Company’s By-Laws. You may obtain a copy
of our By-Laws by contacting our Secretary at the address shown above or by accessing the By-Laws at
www.bnsf.com under the “Investors” link.

Shareholder Nomination of Directors. Shareholders intending to nominate a candidate for election as
Director at the annual meeting in 2009 must give advance notice in writing to our Secretary at the address shown
above. To be timely, notice must be received no later than December 25, 2008, and no earlier than November 25,
2008. The advance notice must also meet the other requirements of Article XII, Section 3 of the Company’s By-
Laws.

Section 16(a) Beneficial Ownership Reporting Compliance

Section 16(a) of the Securities Exchange Act of 1934 requires our Directors, executive officers and persons who
beneficially own more than 10% of our common stock to file initial reports of beneficial ownership and reports of
changes in beneficial ownership with the SEC. Copies of all filed reports are required to be furnished to the
Company pursuant to Section 16(a) of the Exchange Act. Based solely on our review of the copies of reports of
ownership made available to us or written representations from these persons that no other reports are required,
to our knowledge, our executive officers, Directors and greater than 10% shareholders complied with all
applicable Section 16(a) filing requirements during the fiscal year ended December 31, 2007, except that a Form 4
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was not timely filed for Jeffrey R. Moreland for one transaction in connection with his retirement from the
Company in May 2007.

Stockholders Sharing the Same Address and Last Name

Stockholders who have the same address and last name will receive only one copy of the Company’s Annual
Report and proxy statement from a single bank, broker or investment plan unless the Company has received
contrary instructions from the affected stockholder. The Company will promptly deliver a separate copy of the
Company’s Annual Report and proxy statement to stockholders at a shared address to which a single copy was
delivered upon written or oral request to our Secretary at 2650 Lou Menk Drive, Fort Worth, Texas 76131-2830 or
(817) 352-1460. Stockholders who (i) are receiving one copy of the Company’s Annual Report and proxy
statement and wish to receive a separate copy in the future or (ii) are receiving multiple copies of the Company’s
Annual Report and proxy statement and wish to request delivery of a single copy by submitting a request to our
Secretary at the address or phone number above.

Other Business

If any matters other than those set forth above are properly brought before the meeting, including any
shareholder proposal omitted from the proxy materials pursuant to SEC rules that is otherwise in order, it is
intended that the persons acting under the proxy will vote the proxies given to the Company in accordance with
their best judgment. We are not aware of any other matters that may properly be brought before the meeting.

Your Vote Is Important

If you are going to vote by mail, we encourage you to specify your choices by marking the appropriate boxes on
the enclosed proxy card. However, you do not need to mark any boxes if you wish to vote according to the Board
of Directors’ recommendations; just sign, date, and return the proxy in the enclosed envelope. If you are going to
vote your proxy by telephone or via the Internet, simply follow the instructions on the enclosed proxy card.
Thank you for your cooperation and your prompt response.

By order of the Board of Directors.

Roger Nober
Executive Vice President Law and Secretary

March 17, 2008
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