ACCT/FINC 447
Fall 2011
Pension-OPEB:  Coca-Cola Co.  (5 point project)
Name __________________________________     Section  _____________

The pension and other benefit amounts recognized in our consolidated balance sheets are as follows (in millions):

	
	
	Pension Benefits
	
	
	
	OPEB

	December 31,
	
	2006
	1
	2005
	
	2006
	1
	2005
	

	Funded status -- plan assets less than benefit obligations
	
	$ (202
	)
	$ (400
	)
	$ (580
	)
	$ (768
	)

	Unrecognized net actuarial loss
	
	--
	
	512
	
	--
	
	123
	

	Unrecognized prior service cost (credit)
	
	--
	
	39
	
	--
	
	(6
	)

	Fourth quarter contribution
	
	3
	
	--
	
	--
	
	--
	

	Net prepaid asset (liability) recognized
	
	$ (199
	)
	$ 151
	
	$ (580
	)
	$ (651
	)

	Prepaid benefit cost
	
	$ 494
	
	$ 581
	
	$ --
	
	$ --
	

	Accrued benefit liability
	
	(693
	)
	(570
	)
	(580
	)
	(651
	)

	Intangible asset
	
	--
	
	12
	
	--
	
	--
	

	Accumulated other comprehensive income
	
	--
	
	128
	
	--
	
	--
	

	Net prepaid asset (liability) recognized
	
	$ (199
	)
	$ 151
	
	$ (580
	)
	$ (651
	)


	
	
	Pension
	OPEB

	December 31,
	
	2006
	
	2005
	
	2006
	
	2005

	Fair value of plan assets at beginning of year 1
	
	$ 2,406
	
	$ 2,166
	
	$ 19
	
	$ 10

	Actual return on plan assets
	
	339
	
	213
	
	5
	
	1

	Employer contributions
	
	94
	
	161
	
	224
	
	8

	Foreign currency exchange rate changes
	
	36
	
	(35
	)
	--
	
	--

	Benefits paid
	
	(96
	)
	(95
	)
	--
	
	--

	Business combinations
	
	68
	
	--
	
	--
	
	--

	Other
	
	(4
	)
	(4
	)
	--
	
	--

	Fair value of plan assets at end of year 1
	
	$ 2,843
	
	$ 2,406
	
	$ 248
	
	$ 19


Total Assets 2006 (million):  $29,963

Net Income 2006 (millions): $  5,080

Pension

          OPEB

	Year Ended December 31,
	
	2006
	
	2005
	
	2004
	
	2006
	
	2005
	
	2004
	

	Discount rate
	
	5 1 /2
	%
	5 1 /2
	%
	6
	%
	5 3 /4
	%
	6
	%
	6 1 /4
	%

	Rate of increase in compensation levels
	
	4 1 /4
	%
	4
	%
	4 1 /4
	%
	4 1 /2
	%
	4 1 /2
	%
	4 1 /2
	%

	Expected long-term rate of return on plan assets
	
	8
	%
	8
	%
	8
	%
	8 1 /2
	%
	8 1 /2
	%
	8 1 /2
	%


Net periodic benefit cost for our pension and other postretirement benefit plans consisted of the following (in millions):

	
	
	Pension Benefits
	
	
	
	OPEB

	December 31,
	
	2006
	
	2005
	
	2004
	
	2006
	
	2005
	
	2004
	

	Service cost
	
	$ 104
	
	$ 88
	
	$ 82
	
	$ 31
	
	$ 28
	
	$ 27
	

	Interest cost
	
	158
	
	146
	
	136
	
	46
	
	43
	
	44
	

	Expected return on plan assets
	
	(179
	)
	(154
	)
	(141
	)
	(5
	)
	(1
	)
	--
	

	Amortization of prior service cost (credit)
	
	7
	
	7
	
	8
	
	--
	
	--
	
	(1
	)

	Recognized net actuarial loss
	
	46
	
	42
	
	35
	
	3
	
	1
	
	3
	

	Net periodic benefit cost 1
	
	$ 136
	
	$ 129
	
	$ 120
	
	$ 75
	
	$ 71
	
	$ 73
	


I.  Pension—2006
1.  What is funded status?  $____________________

2.  Over- or under-funded?     Over _______  Under  __________
3.  What is the amount recognized as a % of total assets?  _________________%

4.  What is pension expense? $__________  as a % of net income  _____________%

5.  Calculate pension expense replacing expected return on plan assets with 

 
Actual return on plan assets           $  ____________________

II. OPEB—2006
1.  What is funded status?    $__________________

2. Over- or under-funded?  Over  ________  Under  _________
3.  What is the amount recognized as a % of total assets?   _________________%

4.  What is OPEB expense?  $_______________  as a % of net income  ____________%

5. Calculate OPEB expense replacing expected return on plan assets with 

Actual return on plan assets    $ _____________
