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BEFORE THE
SURFACE TRANSPORTATION BOARD

E.I. DUPONT DE NEMOURS AND COMPANY

Complainant,
PUBLIC
VERSION

CSX TRANSPORTATION, INC

)
)
)
)
)
)
)
)
)
)
Defendant. )
)

OPENING EVIDENCE OF CSX TRANSPORTATION, INC.

I. Introduction, Summary and Argument

Defendant CSX Transportation, Inc. (“CSXT") hereby submits 1ts Opening Evidence and
Argument in Docket No NOR 42099. The Complaint filed by E.I. DuPont De Nemours and
Company (*DuPont™) 1n this Docket is onc of three filed against CSXT simultancously by
DuPont on August 21, 2007, under the now-superscded “Simplified Guidelincs™ that were
cstablished 1n STB Ex Parte No. 347 (Sub-No 2), Rate Guidelines — Non-Coal Proceedings, 1
STB 1004 (1996). In a decision scrved on September 7, 2007, the Board held that DuPont’s
cases would be considered under the new standards adopted 1n Simplified Standards for Rail
Rate Cases, STB Ex Partc No. 646 (Sub-No. 1) (Sept. 5, 2007) (“Simplified Standards™)".
DuPont filed an Amended Complaint challenging the rates under the Three Benchmark approach

of the Simplified Standards. on October 30, 2007 (the “*Amended Complaint™).

! CSXT has filed a Petition for Review of the Board’s Decision in Simplified Standards with the
United States Court of Appeals for the District of Columbia Circuit, and that appcal remains
pending. See CSX Transportation, Inc. v. STB, 07-1369. CSXT reserves its right to contest the
Decision in Simplified Standards both 1n gencral and as the Board applies that Decision in this
Docket. CSXT's defensc of this Complaint 1s not intended to, and should not be construed as, a
waiver of any arguments on appecal concerning Simplified Standards or their application



A. Introduction and Background

This case — and its iwo companions 1n STB Docket Nos, NOR 42100 and 42101 — should
not be before the Board for consideration under the Three Benchmark procedures established for
small cases Although it could not be determined from DuPont’s Complaint, the fact is that
DuPont 1s one of CSXT’s largest customers, shipping thousands of carloads of a vanety of
commodities in litcrally hundreds of “traffic lanes™ (1.e , Origin-Destination, or “O-D" pairs),
generating annual freight revenucs of approximately $50 million. Morcover, DuPont has for
many years (beginning in the 1980s) moved its traffic on CSXT under an omnbus, privately
negouatcd transportation contract (the “Master Contract’™) which covered the several hundred
lancs over which DuPont traffic moves on the CSXT network. Over the years, DuPont and
CSXT rencgotiated the terms of that Master Contract several times as renewals came due, and
amended it as new facilities or movements werc added to the arrangement. The Master Contract
was a complex document that covered not only hundreds of movements, but also a variety of
other terms and conditions, ranging from rates to equpment supply, escalation provisions,
payment terms, wcighing of cars, credit arrangements, demurrage and ancillary services. and a
number of other items. Morcover, given the scope of DuPont’s operations and the complexity of
dealings under the Master Contract, DuPont insisted on administening 1t, including imtiating
amendments and periodic updates of 1ts terms and conditions.® In short, DuPont - a worldwide
company with more than $27 billion 1n annual revenues and 60,000 employces® — is an extremely

sophisticated and valucd customer of CSXT The traffic covered by this Complaint and 1ts two

2 This degree of customer control and management is extraordinary. Typically, rail carners — not
their customers — administer their rail transportation contracts.

? See http.//fwww2.dupont.com/Our_Company/en_US/glance/index.html.



companions are ssmply small component parts of a far larger dispute betwecen the partics
regarding hundreds of lancs of traffic long governed by a complex, intcgrated Master Contract.
In 2007, when the partics were unable to reach agreement on a renewal of their omnibus
Master Contract, CSXT provided commercially r;:asonablc rates for the traffic that had moved
under the “Master Contract™. Although CSXT is constrained by confidentiality restrictions from
detailing the specifics of the failed negotiations, the Board should be aware that there is much
more to these Complaints than mcets the cye. Far from constituting a “small rate dispute™
(Simplified Standards at 22), this case and 11s two companions appear to be part of a DuPont
stratcgy to invoke the Board’s procedurcs in an effort to leverage a more favorable resolution of
s much larger dispute with CSXT, which includes a large number of lanes and ratcs, as well as
other matters.* As the Board reiterated in a decision 1ssued 1n this casc less than two weeks ago,
its Three Benchmark rules and procedures are intended for small cascs, and will be enforced *“to
protcct the integnty of [the Board's)] processes from abuse by preventing any improper attempts
to disaggregate a large claim into a number of smaller claims ” E.1. DuPont de Nemours & Co.
v CSX Transp., Inc., STB Docket Nos. 42099 er al , Decision at 4 (Jan. 22, 2008) (hereafter
decisions in these cases will be cited by docket number and date). Although CSXT does not seek
to prevent thesc cascs from going forward — despite the fact that they hardly constitute a “truly
small casc” for a “small shipper” — CSXT belicves it is important that the Board understand the

context in which they have arisen.’

4 As CSXT has repeatedly adviscd DuPont, it remains prepared to negotiatc in good fuith 1n
pursuit of a new contract between the parties that would cover the Complaint traffic, should
DuPont be intcrested 1n doing so.

3 To be clear. nonc of DuPont’s traffic moving via CSXT-direct routing today moves under the
Master Contract or any other longer term contract. Instead, all of that traffic moves under cither
common carrier rates, or CSXT’s individual Private Price Quotes (“PPQs” or “PPLs"), both of
which werc cstablishcd when the parties® longstanding omnibus contract expired. Other
railroads continue to have omnibus contracts with DuPont, and CSXT’s interline traffic with



How and why DuPont selected for challenge the three movements in the instant
Complaint, as well as the Chlorine and Nitrobenzene movements in Docket Nos. 42100 and
42101, out of the dozens of commodities moving 1n hundreds of traffic lanes in which CSXT
transports DuPont's traffic, is nowhcre explained 1n the Complaints. But CSXT is concerned.
and trusts that the Board shares its concern. that these cases not form the basis for DuPont — or
any other shipper — being allowed to cherry-pick rates on movements 1n a few specific traffic
lanes 1n order to leverage down rates on all of 1ts traffic. Nor should the Board allow this to be
Just the “first wave™ of a serics of complaints disaggregating the partics’ larger dispute regarding
their overall commercial relationship and hundreds of lancs of traffic. Certainly any attempt by
DuPont to pursuc additional Three Benchmark cases within the next five years should be closely
and skeptically scrutinized by the Board. In order to proceed, any such subsequent cases should ~
requirc a compelling explanation why the rates for DuPont’s traffic should not be handled under
SAC or SSAC procedures.

B. Summary of Argument

The instant Complaint purports to challenge not onc, but rather three separatc
movements, consisting of two different commoditics between three separate O-D pairs CSXT
submuts that such a bundling of movemcnts in a single Complaint should not be permitted and is
not what the Board intended when it adopted the “Three-Benchmark™ methodology. The
Board's Junuary 22, 2008 Dccision in these proccedings appropriately affirmed that the total
amount of relief polentially available to DuPont 1s limited to $1 million over a 5-ycar period, and

that ceiling may imposc some limit on the number of movements that complainants scck to

thosc carriers rematns subject to those contracts. CSXT notes that the parties may disagree as to
whether some or all of the PPQs covering DuPont’s non-1ssue traffic are contracts or common
carricr rates.



bundle. However, even with that appropriate limitation on potential relief, CSXT points out that
this single Complaint requires the submission of evidence regarding three separate movements of
two different commeodities whose transportation characteristics differ materially. Accordingly,
CSXT urges the Board to hold that such a bundling of disparate movements in a single Threc-
Benchmark complaint is not permissible, and that any futurc Complaints containing more than a
single movement will be rejected.”

The Amended Complaint challenges: (i) CSXT’s rates for transporting synthetic plastic
powdecr, STCC 2821163, a commodity that moves in covered hopper cars, from Ampthill,
Virginia, to Wyandotte, Michigan, a distance of approximately 772 mules; (11) the rates for
transporting plasticizers. STCC 2818967, a liquid commodity that moves in tank cars, from
Heyden, New Jersey, to Duart, North Carolina, a distance of approximatcly 591 miles; and (iii)
the rates for transporting plasticizers in tank cars from Heyden. New Jerscy, to Washington,
West Virginia, a distance of approximately 590 miles See Amended Complaint. In short, the
Ampthill-Wyandotte movements of dry plastic 1n covered hoppers, and thec Heyden-Duart and
Heyden-Washington movements of liquid plasticizers in tank cars, arc 1n no mecaningful way
“comparable to” onc another. Because the dry plastics and liquid plasticizers are much different
commoditics that have different uses, markcts, and transportation characteristics, thcy cannot be

considered togcther 1n a single “‘comparable movement™ group

® CSXT belicves that it should not be required to defend the rates on three separate movements
and two distinctly different commodities 1n this single Complaint. Moreover, DuPont has
stepped outsidc the bounds of the Three Benchmark approach by filing three Complaints
covering a total of four commodities and seven different movements, each of which 1s simply a
disaggregated component part of a larger dispute. However, because it is mindful of the Board’s
repeated urgings that these cases be handled expeditiously, CSXT 1s tendering its Opening
Evidence and Argument with respect to all three movements in DuPont’s Amended Complaint
rather than asking the Board to dismiss this Complaint or some portion of it.



Plastics

The first challenged movement 1s of synthetic plastics in powder or flake form (STCC
2821163) from a DuPont facility located at Ampthill. Virginia (just south of Richmond, on
CSXT’s line between Richmond and Petersburg) to a BASF Corporation facility at Wyandotte,
Michigan (just south of Detroit on Lake Erie). This commodity moves in privately-owned
covered hopper cars over routes that average 820 miles. The challenged rate, including a fuel
surcharge, was [l per car as of Junc 16, 2007, and CSXT calculates the applicable URCS
costs for the movement as - per car.” This means that the revenue to varable cost (“R/VC™)
ratio for the movement is approximately [

CSXT has identified fourteen rclevant factors for selection of comparablc movements to
the plastics issue traffic. Application of these faciors to the Waybill Samples for 2002-2005
resulted in the identification of 688 potentially comparable movements with an average R/VC
rati0 of 290%, as described below in Section 11 D.

Plasticizers

The other two challenged ratcs in the Amended Complaint apply to movements of a
distinctly different commodity, namcly Plasticizers (STCC 2818967), which is a liquid product
uscd as an additive to increase the plasticity or fluidity of the material to which 1t 1s added (such
as plastics, cement, wallboard, etc.) that moves in tank cars Both movements originate at a plant
in Heyden, New Jersey, owned by Hatco Corporation, and they terminate at DuPont’s plants in
Duart, North Carolina (on a branch line south of Fayctteville), and Washington, West Virginta

(ncar Parkersburg), respectively. Although the length of haut for the two movements 1s similar,

7 See CSXT’s Answer to First Amended Complaint, workpaper “CSXT URCS 42099 pdf.”
CSXT developed the vanable costs based on the issue traflic's actual loaded routc of movement
in the first ten months of 2007.



the predominant route used for them is the samc only for the northernmost portion, with the
traffic being switched into separate trains at Philadelphia. The challenged rates, including fucl
surcharge, as of the filing of the Complaint was JJJJlil per car for the Heyden-Duart movement,
and [ per car for the Heyden-Washington movement. CSXT calculates the unadjusted
URCS costs for thc Heyden-Duart movement as - per car, resulting in an R/VC ratio of
IR 2nd B ocr car for the Heyden-Washington movement, resulting n an R/VC ratio
of Il

Application of fourteen comparability factors identified by CSXT as relevant to the two
plasticizer movements resulted in the sclection of a comparison group consisting of 158
comparable movements with an average R/VC ratio of [l See 11.D, infra.

CSXT’s revicw of the Board’s recently published revised RSAM calculations has
revealed the need for a significant adjustment to the calculation of the shortfall component of the
RSAM Cf Simplified Standards for Rail Rate Cases, Ex Parte 646 (Sub-No 1), Decision at 23
n.41 (July 28, 2006) (noung that parties have a role 1in “independently verifying the current
RSAM and R/VGCs g calculauons").q As explamed in Scction 11.D, infra. the RSAM calculated
by the Board does not account for the effect of taxes 1n determining the amount of revenuc a
carricr would need to carn to achieve revenue adequacy. The shortfall component of the RSAM
ultimatcly derives from the Board's railroad industry cost of capital, which 1s calculated on an

after-tax basis But a carricr cannot make up that shortfall simply by carning pre-tax revenuc

8 Id. CSXT"s vanable costs are based on the average actual loaded distances ot 714 and 646
miles, based on the 1ssue-traffic shipments in the first ten months of 2007.

? CSXT only very recently discovered the need for this adjustment. The Board published RSAM
calculations on December 11, 2007, see STB Ex Parte 347 (Sub-No. 2), Rate Guidelines - Non-
Coal Proceedings (Dec. 11. 2007), and published the final corrected version of those calculations
on December 20, 2007. On January 29, 2008, in response to DuPont’s requcst, the Board made
its RSAM workpapers available to the parties, and representatives of CSXT and DuPont then
mct with Board staff to review those workpapers



equivalent to the shortfall — rather, the carrier must carn sufficient revenue to account for the
shortfall after taxes. The nccessary adjustments to RSAM are straightforward and arc set forth 1in
Scction 11.D.

A further adjustment 1s nccessary because the revenues and costs of companson group
traffic from the 2002-2005 period are not comparable to the revenues and costs of the challenged
rates, which were established in mid-2007. CSXT proposes two alternative methods for
adjusting the revenues and costs of CSXT’s initial proposed comparison group traffic to 2007
levels Applying the corrected RSAM and other appropriate adjustments to the plastics
comparison groups, and applying thc appropriate confidence interval results in adjusted R/VCs
that arc higher than that for the issue movement.

Applying the corrected RSAM and other approprate adjustments to the plasticizers
comparison pgroups, and calculating a confidence interval results in adjusted R/VCs that are
higher than those for the issue movements.

C. Scrious Flaws in the Three Benchmark Approach Preclude the Board from
Granting DuPont Relief Under That Approach in This Casc

CSXT beheves the Three Benchmark approach itself, and the rulcs and limitations the
Board adopted to govern cases brought under that approach, are fundamentally flawed.
Therefore, CSXT objects to any application of those procedures to this and the two companion
rate reasonableness complaints filed by DuPont. CSXT (along with a number of other parties)
has appealed the Simplified Standards dccision to the Court of Appeals for the District of
Columbia Circuit, and CSXT anticipates that the Court of Appcals’ decision will require the
Board to reconsidcr scveral aspects of the Simplified Standards. See CSX Transportation, Inc. v.

STB, 07-1369



CSXT raised most of its concerns in its comments in the Simplified Standards rulemaking
proceeding. See, e.g.. Ex Parle 646, CSXT/NS Opening Comments (Oct. 24, 2006); Ex Parte
646, CSXT/NS Reply Comments (Nov. 30, 2006), Ex Partc 646, CSXT/NS Rcbuttal Comments
(Jan. 11.2007) While CSXT recognized 1n its comments that the Board had an obligation to
create alternative methodologes for rate reasonableness cases that are truly too small for the
Stand Alone Cost methodology, see 49 U.S.C. § 10701(d)}3), CSXT identified scrious flaws in
the Board’s proposed Three Benchmark approach. Those [laws range from the Board’s rehance
on a formula to mechanically determine rates, to the Board's refusal to consider evidence of the
actual costs of 1ssue movements. to the impropricty of comparing historical rates to current rates
without accounting for changes in market conditions. See CSXT/NS Opening Comments at 22-
25. Morcover. CSXT made clear thal an approach as *“rough and imprecise™ as the Threc
Benchmark Approach — and onc so divorced from well-established, sound, and judicially
approved regulatory economics (including differential pricing principles) — should only be
applied **as a last resort™ in the very smallest cases /d. at 25 (quoting Ex Partc 646, Simplified
Standards for Small Rail Rate Cascs, Dccision at 11, 28 (July 26, 2006) Accordingly, CSXT
madc clcar its position that the Board’s proposcd cligibility limit of $200,000 “*MVC™ should be
the ceiling on cases allowed to use the Three Benchmark approach. See, e.g, id.

The Board's Decision rejected many of CSXT's objections and its suggested
improvcments to the Three Benchmark approach. Warsc. the Board essentially quintupled the
cligibility limit for the Three Benchmark approach to $1,000,000, without prior notice to the
partics of its intent to adopt such a sigmficant change CSXT reaffirms and incorporates its prior

objections to the Three Benchmark Approach herein, the most significant of which are briefly



described below.'® CSXT recogmzes that the Board has previously ruled on several of the issues
1n this section, but raiscs them here 1n light of the unusual procedural posture of this case — not
only 1s this the first application of the new Simplified Standards, 1t 1s an application of thosc
Standards duning the pendency of judicial review of those new rules.

First, CSXT objects to the Board’s refusal to limit the Three Benchmark approach to
truly small cases where a morc precise analysis is impractical. The Board’s decision to raise the
chigibility threshold to $1,000,000 for the Three Benchmark Approach subjects far too much
traffic to a rate-comparison methodology that 1s fundamentally at odds with constrained market
pricing principles. See Ex Partc 646, CSXT/NS Opening Comments at 25. Subjecting such
larger disputes to a non-SAC approach that 1s not grounded in sound ccor;omics. theory, or
policy is arbitrary and capricious. CSXT submuts that the litigation that the expanded application
of the Three Benchmark approach has fostered — rate complaints conceming a handful of cherry-
picked O-D parrs, brought by onc of CSXT’s largest customers, a Fortune 100 corporation with
tens of billions of dollars in annual revenue — 1s not appropriate for such a simplified, rough, and
imprecise approach.

Second, CSXT objects to the Threc Benchmark approach’s “presumption” that an
adjusted R/VC ratio derived from a group of comparable movements establishes a maximum
rcasonable rate. Mcchanical application of formulas 1s not an cffective method for assessing rate

rcasonableness — particularly when the sort of formula adopted by the Board was severcly

1% CSXT does not attempt to fully descnbe 1ts objections here, as they were detailed in ats filings
and those of other participants in the rulemaking, and the Board is generally familiar with those
objections. Rather, CSXT simply reiterates thosc continuing objections, and asks that the Board
consider them in this proceeding. Other concerns and objections descnibed below have arisen in
response to the Board's recent decisions and rulings concerning how it will apply the Simplified
Standards 1f the Board docs not correct the flaws CSXT has 1dentified, CSXT rcserves the nght
to raisc them on appcal.

10



criticized by the D. C. Circuit in Burlington Northern Railroad Co. v. ICC, 985 F.2d 589, 597
(D.C. Cir. 1993) Sec Ex Parte 646, CSXT/NS Opening Comments at 22-24, Ex Partc 646,
CSXT/NS Rebuttal Comments at 28-31. And, it is insufficicnt for the Board to consider “other
relevant evidence” afier crecting a presumption that a formulaic result is correct. Instead, all
relevant cvidence should be considered together and on an equal footing, to allow a fair and
economically sound evaluation whether a ratc 1s rcasonable

Third, CSXT objects to the Board's categorical refusal to consider evidence of the actual
variable costs of comparable movements, through movement-specific adjustments to URCS
system average costs. See Ex Parte 646, CSXT/NS Opening Comments at 20-21; Ex Parte 646,
CSXT/NS Rebuttal Comments at 39-43. Variable costs are central to the Three Benchmark
approach, becausc the Board’s ultimatc rate reasonableness detcrmination is largely a function of
a comparison of R/VC ratios Becausc variable costs are at the heart of the Three Benchmark
approach, the rational application of that approach must take mto account, at the very lcast, the
most significant and readily asccrtainable actual variable costs of the movements  As, the
comments in Ex Parte 646 (and 1n Ex Partc 657) demonstrated, many of the most important
adjustments to URCS can be made with little Iitigation expense, and movement specific
adjustments can have significant cffects on the calculation of vanable costs. Nowhere is the
nced for use of actual variable costs more cvident than in cases hke thesc, where DuPont has
challenged the rates for movements of hazardous materials, including a poison gas. It 1s
indisputable that such movements imposc substantial additional costs on rail carriers, including
very significant additional hability insurance costs; additional handling costs; more stringent and
costly regulatory requircments for transporting such hazardous chemicals; and the difficult-to-

quantify, but very real and sigmficant risks (including the risk of potentially ruinous liability in

11



the event of an accidental release of a TIH) borne by the carnier that 1s compelled by law to
transport such maierials. Particularly in the context of hazardous materials. the Board must use
cvidence regarding movement-specific costs if it 18 to accurately calculate meaningful R/VC
rati0s for the companson group. And. it must consider the essentially unquantifiable risks that
are imposed on a carrier that transports TIH, PIH, and other hazardous materials, as well as the
public policy implications of requircments, decisions. or rulings that encourage more and longer
movements of such materials through our nation’s communitics.

Fourth, CSXT objects to the Board’s refusal to consider evidence of product and
geographic competition in Three Benchmark cases. Both product competition and geographic
competition are rclevant factors in the real-world marketplace. and cach plainly affects market
rates for rail transportation.!' In these cases, prohibition of such evidence ignores DuPont’s
actual use ot'multiplc sources and numerous available alternatives for some of the 1ssuc traffic,
which could result 1n an crroncous determination of CSXT's alleged *market dominance™ and
the Boards evaluating rates over which it lacks junisdiction.'* As such, the Board should not
preclude parties from presenting evidence of product and geographic competition where such

evidence 1s appropriate.

12 Some of these same movements also have competitive transportation alternatives  If the Board
accepts CSXT's position that it lacks market dominance thosc movements due to transportation
competition, the effect of the Board’s refusal to consider product and geographic competition
would be mooted for those specific movements or cascs.

12



Fifth, CSXT objects to the Board’s failure to adequatcly address the inherent bias caused
by using rates from 2002-2005 to judge the reasonablcness of a rate in 2007-2008. See Ex Parte
646, CSXT/NS Opening Comments at 24; Ex Parte 646, CSXT/NS Rcbuttal Comments at 36.
The Board has provided the parties with a Waybill Sample of movements from 2002 through
2005 Pursuant to the Three Benchmark procedures, the partics are required to select
“comparablc™ movements from thosc Samples. But a rate from 2005 or carlicr cannot be
compared reliably to a 2008 rate without [ully accounting for changcs in the marketplace
between 2005 and 2008 '* Indeed, as CSXT cxplained in its Motion to Hold the Proccedings 1n
Abeyancc, rail transportation rates have risen significantly in recent years as a result of
incrcasing demand and tightening capacity Failure to adjust for this regulatory lag properly
would be arbitrary and capricious. The Board’s proposed solution — to allow the parties to
producc cvidence of changes in the marketplace after the Board establishes a presumptive
maximum rcasonable rate — is inadcquate. See Decision, STB Docket No 42099 et al , at 2 (Jan.
22, 2008); Simplified Standards at 22, 77 (further requiring that partics may only submit “‘other
relevant factors” cvidence 1f 1t “quantiffics] the impact of these “other relevant factors’ on the
presumed maximum lawful rate™) A rate ceilling that does not reflect current market conditions
should be decmed presumptively incorrect in order to avoid arbitrary rate reasonableness
presumptions and determinations. The Board must provide for an adequate means of fully
reflecting current market rates for comparison movements, and incorporate that means to its
process of establishing a presumptive maximum reasonable rate.

Sixth, CSXT objects to the Board’s recent ruling that parttes to a “Threc Benchmark™

case must basc their selection of a comparison group and any advocacy for a particular

13 Summaries of rate and revenue change data for the relevant pertod arc included in Appendix 6.

13



comparison group solely on: (1) thc Waybill Samplc data rcleased to the partics by the Board or
(1i) publicly available information, and that nearly all other evidence or information concemning
comparable movements 1s inadmissible. See Decision, STB Docket Nos. 42099 et al , at 2-4
(late release Jan. 31, 2008)'*; Dccision, STB Docket Nos 42099 et al , at 2-3 (Jan. 15, 2008).
Such an cvidentiary limitation effectively makces it impossible to present evidence (concerming
many potentially relevant comparability factors, including factors that thc Board cxpressly
identified in Simplified Standards as rclevant to the determination of comparability) See CSXT
Motion for Clarification at 3-5 (filed Jan. 18, 2008). For example, as CSXT explained in 1ts
Motion for Clarification, neither the Waybill Sample nor public data provides information
sufficient to demonstrate whether a shipper has commercial leverage over a carrier; or if a
movement has competitive rail transportation oplions; or 1if a movement has other competitive
transportation options; or the “demand elasticity™ of a movement — factors which the Board
expressly found were relevant comparability factors. Simplified Standards at 17 The Board
should reverse its unduly restrictive rulings and allow the parties to a Three Benchmark
proceeding to introduce non-public information from outstde of the Waybill Sample that bears
on comparability.

I1. Comparable Movements and Benchmark Calculations

A. The Plastics and Plasticizer Movements Should Be Evaluated Using Separate
Comparison Groups.

One of the three movements included in the Complaint is significantly different from the

other two movements, and therefore this case requires two scparate comparison groups and

'* On reconsideration, the Board revised 1ts absolute prohibition on other evidence to allow one
category of additional evidence — traffic density cvidence. See January 31, 2008 Dccision at 4.
Unfortunately, the timing of that decision allowed the partics only one working day to attempt to
incorporate such cvidence before the deadline for filing opening evidence.

14



analyses. The movement from Ampthill, Virginia to Wyandotte, Michigan consists of some
form of plastic flakes or resins, a dry, solid commodity that moves in covered hopper cars. See
First Amended Complaint 4y 3. 6. CSXT belicves the commodity may be a nylon-like product
marketed under the DuPont trade name Zytel. The other two movements are plasticizers, which
arc liquids that move 1n tank cars.

The two commodities arc so different that they are assigned different 3-digit STCC
headers. Plastics fall within STCC 282, which covers “plastic materials or synthetic fibers,
resins, or rubber” and Plasticizers fall within STCC 281, which covers “industrial inorganic or
organic chemicals.” See User Guidc for the 2004 Surfacc Transportation Board Carload Waybill
Sample at 155, 157 (July 31, 2005)."* Indced, the only common parameter of the two
commodities 15 that they arc both part of the very broad STCC 28, which covers all “chemicals
or allied products.” See id. at 155. In sum, the charactcristics and uses of, and markets for, the
two types of commodities are so significantly diffcrent that they cannot be placed 1n the same
comparison group Thereforc, CSXT has 1dentificd a comparison group for the plastics
movcment and a separatc companson group for the two plasticizers movements.

B. Initial General Comparability Factors

For cach of the iwo types of movements covered by the Amended Complaint, CSXT
drew comparable movements from the Waybill Samples provided by the Board for the ycars
2002 through 20035, representing the most recent four yecars for which Waybill Samples and

corresponding RSAM figurcs are available.'® Each ycar’s file contained approximately 120-

13 The scven digit STCC for plasticizers (2818967) also includes other volatile iquids such as
paint, lacquer, and varmish, nonc of which bears any resecmblance to solid plastic flakes, resins or
powder.

'8 The comparabihity factors listed herc arc based on information that can be identitied from the
Waybill Samples or publicly available information for the plastics and plasticizers movements

15



130,000 records histing individual shipments 1n which CSXT participated. CSXT then applied
eleven cntcria to develop its initial comparison group for each of the two types of movements
Application of the same initial eleven criteria (summarized in Table 1) to the approximately

500,000 records 1dentified a universe of approximately 3,600 potentially comparable shipments.

Table 1
Criteria Waybill Field Value
1, Covered Iloppers or AAR lirstdigit=Cor |
Tank Cars
2. Chemical or Allied STCC First 2 digits = 28
Products
3. Singie Car Shipments CARS Less than 6
4. Private Cars OWNIR P
5. Local Moves ORIG _RR and IERM_RR Both ficlds = CSX1
6. No Short-Line Traffic FSAC ORIG and 'SAC 1ERM First dignt <> 6
7. Longer than 200 miles TOTAL DIST divided by 10 Miles > 200
8. Domestic ORIG _SI and TERM ST US states only
9. R’VC Greater Than Unexpanded revenues (I_REV divided by > 180%
180% EXP FACIOR) plus MISC_CHG diwvided by
unexpunded costs (I OTAL_COST divided by
LXF TACTOR)
10. Fuel Surcharge MISC CHG Nul Blank
11. No Issuc 1 raffic S1CC. ORIG_CITY, ORIG_STI, TERM_CITY, Specific combinations —
TERM S1 See Appendix 3

Below, CSXT describes each of thosc initial eleven comparability factors and reasons
CSXT belicves they are appropriatc criteria for 1dentifying potentially comparable movements.

1 Car Tvpe: The Plastics 1ssue movements use Covered Hopper cars, and the
Plasticizers 1ssuc movements use Tank Cars. These two types of cquipment arc significantly
different, have diffcrent transportation characteristics. and are used to move significantly
diffcrent commodities. Therefore, it is appropriate to limit comparable movements to those that
travel 1n the same types of cars as the issue movement(s).

2. STCC" Both catcgorics of issue movements fall within the broad two-digit Standard
Transportation Commodity Code (“STCC™) 28, which includes all Chemicals and Alhed
Products. Applying the STCC 28 criterion as an initial commodity screen removes movements

As CSXT cmphasized above, 1t believes several other factors arc also relcvant to comparability,
but those factors cannot be determined from the Waybill Sample or public data, and the Board
recently ruled that cvidence from any other sources is inadmissible for purposcs of selecting
comparable movements. See £/ DuPont de Nemours & Co v CSX Transp., Inc., STB Dki Nos.
42099, 42100, 42101, at 3, 4 (Jan 15, 2008).
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of commoditics that arc so unlike the 1ssue commodities that they do not even fall into the broad
and diverse class of all “‘chemicals and allied products.”

3. Shipment Size: The issuc traffic moves in *“single-car™” shipments (as used by URCS,
the term “single-car" refers to all movements of 1-5 cars). Accordingly, CSXT limited
comparable movements to those Waybill Sample records consisting of “single-car” blocks (i e,
1-5 carloads)

4 Car Owner. The issue traffic all uscs private cars (private hopper cars for plastics and
private tank cars for plasticizers). Becausc the use of private equipment is a sigmficant
component of rail transportation costs and factor in sctting rates, movements 1n cars owned by
CSXT are not comparable to movements 1n private cars. Accordingly, CSXT applied a selection
criterion hmiting potentially comparable traffic to movements in private cars.

J. fraffic Class: All of the challenged ratcs apply to local shipments, / ¢, movcments that
are originated and terminated by CSXT, without participation of another rail carrier. CSXT
limited potentially comparable movements to tratlic that 1s “local” to CSXT largely because 1t 1s
not possible to develop from the Waybill Samplc accurate R/VC ratios for the CSXT portion of
joint-line movements. Instead of using actual revenues, the Waybill Sample uses the Board’s
modificd milcage prorate approach to estimate revenues for each camier’s portion of a joint-line
movement. Dcpending on the circumstances, market forces, and other factors affecting a given
movement, thosc constructive revenuc numbers may substantially over- or under-cstimate
CSXT's revenues for its portion of a joint movement Limiting comparable movements to local
traffic climinatcs the potential for distortion of the R/VC ratios due to such inaccurate revenue
data. And, Simplified Standards cxpresses a general preference for excluding non-defendant
traffic from companson group determinations. See Simplified Standards at 82

6 CSXT Single-Line: CSXT provides service for all of the complant traffic on 1ts system
without utilizing a short-line railroad or switching carrier. CSXT excluded any shipments that
were originated or tcrminated by a short-line or handling carrier based on the Freight Station
Accounting Code (“FSAC") information rcported 1in the CWS. Although these shipments are
reported 1n the CWS as “CSXT local™ movements, the use of CSXT’s systcm-average URCS
vanablc costs for the portion of the movement scrved by the short-linc does not produce a Rate-
to-Variablc Cost (*“R/VC”) ratio reflective of CSXT’s expenence, and docs not provide a
comparablc basis for evaluating the challenged rates.

7. Distance of Movement Exceeds 200 Miles: As the Board has noted, “length of
movement” is an appropriate consideration in determining comparability. See Simplified
Standards at 17. CSXT belicves that the most significant effects of length of movement on
variable costs and rcvenues are found in the difference between relatively short hauls, on onc
hand, and medium and longer distance movements, on the other hand. Accordingly, CSXT has
excluded from comparablc group consideration all movements of 200 muilcs or less.

8 Domestic: The issue movements travel entirely within the geographic boundanes of

the United States. Differing laws, regulatory requirements and costs in Canada make 1t difficult
to make meamngful compansons between costs and revenues for movements 1n Canada and
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movements 1n the United States. Moreover, the Board does not collect cost and revenue data
concerning movements 1n Canada by Canadian carniers. Because of the difficulties in making
rcliable “apples-to-apples™ comparisons between U.S. domestic movements and movements
whose origin or destination 1s in Canada, CSXT cxcluded from 1ts comparison group any
shipments that onginated or terminated in Canada.

9 Traffic with R/VC>180%: In accordance with the Simplified Standards decision, CSXT
limited potentially comparablc movements to those gencrating R/VC ratios greater than 180%.
See Simplified Standards at 17 (indicating that R/VCcomp should be used as evidence of
rcasonable R/VC levels of “potentially captive traffic,” which the Board defines as “traffic priced
above the 180% R/VC™) 7 In order to determine the R/VC for cach record, CSXT followed the
approach used by the Board in developing its RSAM calculations, 1.e., it included amounts
reported as Miscellancous Charges.'®

10 Fuel Surcharge' The challenged rates include a fuel surcharge. CSXT excluded from
its comparison groups any shipments to which a fucl surcharge did not apply. As fuel costs
skyrocketed this decade, CSXT (like nearly every other transportation provider) determined that
it was esscntial to institute a new fuel surcharge mechanism to allow 1t to attempt to recover
those dramatically increased costs.'"” CSXT was not able to apply this fucl surcharge to all of its
traffic immediately. Over time, CSXT has aggressively sought to negotiate fuel surcharges in
ncw contracts as old contracts expire, as well as in its common carrier rates.

I1 Non-Issue Traffic. CSXT’s tenth general criterion excludes any of the 1ssue
movements contained in the Waybill Samples. It makes little sense to “‘comparc™ the current
rates charged on issue traffic with historical rates on that same traffic, as the overarching purpose
of the Three Benchmark approach is to compare the issue rates with rates charged for other
simular traffic. Moreover, because of the multi-year lag 1n the issuance of Waybill Samples,

'7 Advocates for increased regulation have distorted the expression “captive shipper” to the point
that they somctimes cavalicrly apply 1t to any shipper who pays a rate above the Board’s
jurisdictional threshold. Respectfully, CSXT believes “captive™ is an inaccuratc characterization
for such traffic. Indced, that phrasc should not even be uscd to connote movements over which a
carrier 1s determincd to have market dominance.

'8 Rate Guidelines — Non-Coal Proceedings, STB Ex Partc No 347 (Sub-No. 2) (Dec, 11, 2007).

1 For example, according to the federal Energy Information Admimistration. from January 2002
to January 2008, diesel fucl prices nearly tripled, increasing from 115.3 cents per gallon to 330.8
cents per gallon, or 187%. See U.S. Energy Information Administration, U.S. No 2 Diesel
Retail Sales by All Sellers index, available at http.//tonto.e1a doe.gov/dnav/pet/hist/
ddr001M.htm. From January 2002 to October 2007 (the month DuPont filed its Amended
Complaints), those samc prices incrcased by approximately 167%. See id From January 2002 to
December 2005 (the period covered by the Waybill Samples provided to the parties for use in
this case), dicscl fucl pnices more than doubled, increasing from 115.3 cents per gallon to 244.3
per gallon, or 112%. See1d Dicsel fuel price changes for other periods may be found in the
same EIA source.
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inclusion of the 1ssue movements could skew the comparison by artificially deflating (or, in a
time of falling rail rates, inflating) comparison group revenues.

CSXT bclicves that, for purposcs of a Three Benchmark analysis, contract traffic is
generally not “comparablc™ to common carrier traffic. See Ex Parte 646, CSXT/NS Reply
Comments at 29 (filed Nov 30, 2006), /d , Canadian Pacific Reply Comments at 15 (filed Nov.
30, 2006) (“Contract rates arc, by definition, not ‘comparable’ to common camer rates.”)
Thercforce. at least in most instances, contract traffic should not be included 1n a Three
Benchmark comparable traffic group. See Simplified Standards at 83 (“[H]olding cverything
elsc constant, a comparison group that consists of just common carricr traffic will be selected
over a group that includes contract traffic.”). Based on 1ts review of the 2002-2005 Waybill
Sample the partics are using in thesc cases, however, CSXT has determined that anomalies in
that data make it impossible to use the *“Calculated Rate Flag™ as a reliable and accurate guide to
whether any particular movement is governed by a common carner tanfT or a privately
negotiated contract. Cf STB Docket Nos. 42099 et al., Decision at 3 (late releasc Jan. 31, 2008).
CSXT 1s investigating this data anomaly and attempting to determine its source, how any data
error may havc occurred, and how any such error might be corrected. Because this error was
only recently discovered, CSXT will not be ablc to complete this investigation prior to the
dcadline for filing opening evidence in these cascs. Accordingly, in order to avoid delaying
these cxpedited procecdings, CSXT will not use the distinction between common carrier
movements and contract movements as a comparison factor in these cases, and will not arguc
that traffic should be excluded from a comparison group on the ground that 1t moves under

20
contract.

20 CSXT takes this position solely for purposes of these three specific cases and cntircly due to
the exigent circumstances and context of these cases, summanzed above For any and all other
cases, CSXT maintains its position that contract traffic gencrally should not be considered
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C. Additional Specific Comparability Factors for Plastics Movement

CSXT uscd three other factors to develop its comparable movement group for plastics.

Those tactors, and thc Waybill Sample field and values used to apply them, arc summarnzed 1n

Tablc 2.

Table 2
Criteria Waybill Ficld Value
Car Type — Covered AAR First dyit =C
Hoppers
Plastic Materials STCC First five digits = 28211
Non-Hasmalt STCC 49 First two digns <> 49

First, and most important, CSXT limited the comparable group to movements having the
five-digit STCC code 28211. This code includes all “plastic materials or synthetic resins, or
nonvulcanizable elastomers, except fabricated plastic products.” Those commoditics generally
have similar transportation characteristics, and the markets for those varieties of plastics, while
differing somewhat, have more similantics than broader catcgorics of materials. See Simplified
Standards at 17 (Board “will favor a comparison group that consists of movements of like
commoditics”). Using only a four-digit STCC header would result in a “comparablc™ group that
would not only be too diverse to be considered comparable, but would also be so large as to be
unwieldy and difficult to manage.

Second, CSXT screened out movements with a hazardous matenals *STCC 49™ header.

Hazardous matenals have different handling requirements and diffcrent transportation

“comparable™ to common carrier traffic, and that contract movements generally should not be
included in a Three Benchmark comparison group (which by delinition 1s developed for the
purposc of detecrmining a rate rcasonableness challenge to a common carricr rate) See Ex Parte
646, CSXT/NS Reply Comments at 29 (filed Nov 30, 2006).



charactenstics than non-hazardous materials. Accordingly, application of this factor eliminates
any hazardous materials from the companson group.

Third, CSXT limited the car type to covered hoppers, which 1s the type of equipment
used by the issue traffic and similar dry materials.

CSXT’s initial comparison group for plastics, generated by the application of all of the
factors described above, consists of 688 movements. The specific movements that make up the
comparnison group are summarized 1n Appendix 1.

D. Additional Specific Comparability Factors for Plasticizers Movements.

CSXT applied three additional factors to generate its initial group of movements that arce
comparable to the plasticizers movements. Those factors, and the Waybill Sample field and

values used to apply them, arc summarized 1n Table 3.

Table 3
Criteria Wavhill Field Value
Car Type — Tank Cars AAR First position = T
Plastic Intermediates STCC CSXT Tanff 28003 — see
Appendix 4 [or STCCs
Non-Hazmat STCC 49 First two dJigits <> 49

First, CSXT limited the car type to tank cars, which is the type of cquipment used by the
issue traffic and similar liquid matcrials

Second, it nmited comparables to movements of thosc commoditics included m “*CSXT-
28003," a general public tariff that covers “Plastics Intermediates™ moved by CSXT, including
plasticizers. CSXT includes these commodities in the same tariff, in its normal course of
busincss, because of their common characteristics, uses, and markets. All of these commodities
are esscntially feedstocks or supplements for the production of various types of plastics and
similar materials. The significance of the fact that CSXT uses this categonzation 1n 1ts normal

course of business is that in that context there is no incentive or reason to create a category n
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order to obtain a lihgation advantage. Because of the similanty of the commoditics contained 1n
CSXT-28003, demonstrated 1n CSXT's grouping them 1n a single tariff for busincss rcasons,
CSXT used those commodities as a specific comparability factor.

Third, CSXT screened out movements with a hazardous matcrials “STCC 49 header.
Hazardous matcnals have different handling requirements and different transportation
charactenstics than non-hazardous matenals. Somc plasticizers are classificd as STCC 49
hazardous materials, but the commodities carried by the 1ssuc movements are not. Accordingly,
application of this factor climinates hazardous materials from the comparison group.

CSXT’s imtial comparison group for plasticizers, generated by the application of all of
the factors described above, consists of 158 movements. The specific movements that make up
the comparison group are summarized in Appendix 2.

E. Preliminary Calculation of Maximum Reasonable Rates”'

Once the comparison group has been identified, the next steps 1n the Three-Benchmark
analysis arc to apply the RSAM and R/VC;, g factors and to calculate a confidence interval
around the estimate of the mean of the “adjusted companson group.” Simplified Standards at 17
We describe cach step 1n turn, cach of which was applied 1n a similar manner to the plastics and
plasticizers comparison groups.

1. RSAM and R/VCpiso

a. Correction of Board Published Benchmarks
In late December 2007, the Board published the results of its calculations of the RSAM

and R/VC;,5 benchmarks for each Class | railroad by year for 2002-2005.2 CSXT uscs these

2! Detailed, Highly Confidential workpapers showing and supporting the calculations described
in this section have been filed with this CSXT Opening Evidence.
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figurcs, with one significant adjustment to the calculation of the shortfall component of the
RSAM. In Simpiified Standards, the Board cxplained that it would modify its calculation of the
RSAM.B Specifically, the Board’s RSAM is now designed to recover a carrier’s rcvenuc
shortfall from the Board’s annual revenuc adequacy determination.”* That shortfall, which 1s
calculated as the difference between the return on net investment that a carricr needs to earn in
order to achieve revenuc adequacy and the amount that the carrier actually earned, is calculated
after all taxes have been paid, and thus, 1s on an “after-tax” basis.*> The revenues to which the
revenue adequacy shortfall 1s added, that 1s, the revenues for all traffic moving at revenue to
vaniable cost ratios above 1.80, arc betore any allowance for taxes, and therefore, arc on a “‘pre-
tax™ basts An RSAM adjusted by adding an afier-tax revenue shortfall will fail to recover
revenucs adequate to overcome the shortfall because the additional revenues will first be subject
o iIncomc taxes.

A simplified example may help to 1lfustrate the mismatch describe above, and the
resulting need for adjustment  Assumc a revenue adequacy shortfall of $500 and a single
movement with revenue of $2,500 and vanable cost of $1,000, or an R/VC of 2.50. Under the
Board's current procedures, the $500 would be added to the $2,500 revenue figure and the
RSAM calculated as 3.00. A ratio of the RSAM to original R/VC would be developed, to allow

revenues to increase by $500 — the amount of the shortfall. What these calculations fail to

*2 Rate Guidelines — Non-Coal Proceedings, Ex Parte 347 (Sub-No. 2), Notice (Dec. 11, 2007);
Rate Guidelines — Non-Coal Proceedings, Ex Parte 347 (Sub-No. 2), Notice (Dec. 20, 2007).

** Simphficd Standards at 19-20.

24 Id. at 19-20. Prior to this change, the RSAM was designed to allow a camer's revenucs to
cover all of 1ts fixed costs. Id at 19 (citing Simplified Guidelines, 1 STB 1004, 1027 (1996)

25 Specifically, the return on net investment that a carrier nceds 1s calculated by multiplying the
carrer’s nct investment based by the Board’s railroad industry cost of capital, which is on an
after-tax basis. The actual return calculation begins with a carmer’s net revenues from railway
operations and reduccs that amount by Federal and state income tax payments.
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consider, howcver, is that such an increase 1n revenues (particularly without any corresponding
increase 1n costs) will engender both Federal and state income tax habilities, which would
prevent the carrier from covering the revenue shortfall. The RSAM, thus calculated, would not
scrve the purposc intended by the Board. Accounting for Federal taxes of JJ] percent and state
taxcs, which for CSXT average [J] percent, would leave only [JJJjj of the required $500 to cover
the shortfall.

To corrcct the mismatch between pre-tax revenues combined with an after-tax shortfall,
the revenue adequacy shorttall must be adjusted to provide for the payment of Federal and statc
income taxes. The calculation 1s straightforward and can be performed using the figures
provided by the Board in its RSAM determination.  Specifically, the difference between the
RSAM and the R/VC>1.80 can be corrected to provide for taxes by dividing the amount by one
minus the tax rate Table 4 below scts tor the calculations and the corrected RSAM to

R/VC>1.80 ratio of each of the four years for which the RSAM was determined for this

proceeding
Table 4

Board RSAM /

RSAM Board Shortfall Shortfall Corrected R/VC.
Mark-up R/VC (After-Tax) (Pre-Tax) RSAM Ratlo

(1) ) 3=(1-(2) | B=G)(1tax | SFRHSH (6)=(52)

rate)

2002 286% 238% 48% 78%% 316%, 1.33
2003 202% 2349% 53% 86% 325% 1.36
2004 292% 231% 61% 99% 330% 1.43
2005 300% 236% 64% 104% 340% 1.44
Average 292% 236% 56% 91% 327% 138

Source: http'// investors.csx com/phoenix. himl?c+92932 & p=1rol-rcportsothcr.
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b 2007 Revenue and Cost Levels

After comrecting the RSAM, one further adjustment is necessary. Use of cost and revenuc
data associated with thc movements from the 2002-2005 period does not provide a comparable
basis for evaluating the R/VC ratios of the challenged rates, which were established in mid-2007
and challenged in the Amended Complaint filed on October 30, 2007. In order to account for the
significant market changcs and dynamics and railroad cost inflation for the shipment of
chemacals traffic that have occurred throughout the last five-plus ycars, CSXT adjusted the
revenues and costs of the comparison group traffic to current levels.?® We present two
alternatives for adjusting revenues — one bascd solcly on publicly available information, the
second using current revenuc information for chemicals traffic that CSXT produced to DuPont in
discovery — and a sct of cost adjustments, bascd on publicly available data and standard rail
costing approaches.

1. Public Revenue Growth Information

For revenues, CSXT reports 1n its financial statements, SEC filings, and quarterly
earnings rcports revenue information by traffic groups. The relevant group for the 1ssuc traffic 1s
Chemicals. The following table presents the revenues, units, and revenue per unit from those
reports for CSXT Chemucals traffic for each year 2002 through 2007, and the annual percentage

increase and composite increase from cach year to 2007.

26 Summanes of rate and revenuc data for relevant years for CSXT and other carniers are set for
1n Appendix 6.



Table 5
Revenue Revenue Annual % Adjustment to
Year {Millions) L nits (000s) IUnit Increase 2007 Level
2002 $964 542 $1.779 -- 141
2003 $993 544 $1.825 3% 138
2004 $1,069 504 $1.895 4% 133
2005 $1.088 533 $2.041 8% 123
2006 $1,210 528 $2,292 12% 110
2007 $1,313 522 $2.515 10% 1.00

Source: http://investors.csx.com/phocnix.zhtml?¢=92932&p=irol-reportsother.
CSXT adjusted the revenues from the 2002-2005 Waybill Sample records included in the

plastics and plasticizers comparison groups by the factors 1n the far nght column, based on the
corresponding ycar.

ii. CSXT 2007 Revenues Produced to DuPont in Discovery

As an alternative to the use of CSXT"s system-wide chemicals revenuc growth

experience from 2002 through 2007, we incorporated the actual 2007 revenucs for movements
included n the plastics and plasticizers companson groups On December 19, 2007, CSXT
provided the revenue and carload totals by O-D pair, commodity (7-digit STCC), and AAR car
type.2” For those comparison group movements from the 2002-2005 Waybill Samples that also
moved 1n 2007 — bascd on a match of the O-D pair, commodity, and whether it moved 1in a
covered hopper or tank car — CSXT substituted the actual revenue for the adjusted revenue
produced by thec CSXT system-wide increases for Chemicals traffic (summarized in Table 5
above). For thosc comparison group records that did not have a corresponding entry in CSXT's

discovery data, we used adjustments described 1n Section ILD. 1.b.i, above.

7 See CSXT Second Document Production to DuPont (Dec. 19, 2007) (Highly Confidcntial data
on Compact Disk). DuPont has this data. If the Board wishes to review this data, CSXT would
be willing to provide a copy upon request.



inn Public Railroad Cost Inflation

The adjusted R/VC ratios for the Waybill Sample moves included in the plastics and
plasticizers companison groups are based on the unadjusted URCS system-average costs at 2002-
2005 levels. In order to account for the significant inflation that has occurred, we determined an
annual cost factor for CSXT, based on publicly availablc information and standard indexing
methods used in Board rate reasonableness proceedings. CSXT's cxpenses wcre classified
among seven categories (e.g., wages, materials and supplics) and the corresponding AAR cost
indices were applied to determine an annual cost index for cach year from 2002 through 2007
The following table summarizes the adjustments that were made to the variable costs from the

2002-2005 records in the comparison group to bnng them to 2007 levels

Table 6
Adjustment to
Year 2007 Level
2002 1272
2003 1225
2004 1150
2005 1059

Source: CSXT work paper “CSXT 1E3 Index to 2007.XLS™.
¢. Results
Applying the above revenue and costs adjustments to the plastics comparison group
results 1n an average R/VC of [JJJlIF® based on the publicly available revenuc growth
information, and [JJj when revenues are updated from the discovery data for movements that

occurrcd 1n 2007. Applying the corrected RSAM and R/VC., 5, benchmarks to the 2007-level

28 Consistent with Simplified Standards, this average is weighted based on each Waybill Sample
record’s sampling factor See Simplified Standards, at 21.
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R/VCs for the plastics comparison group produces an adjusted R/VC of ] and i} for the
two revenue growth scenarios. respectively.

For the plasticizers companson group, the 2007 revenuc and costs adjustments to the
plastics results 1n an average R/VC of [ based on the publicly available revenue growth
information, and [ when revenues are updated from the discovery data for movements that
occurrcd in 2007, Applying the corrected RSAM and R/VC;, gy benchmarks to the 2007-1cvcl
R/VCs for this companson group produces an adjusted R/VC of [JJj and ] for the respective
revenue growth measures.

2. Confidence Interval and Upper Boundary

Once the average adjusted R/VC is developed for each comparison group, the next step is
to estimate the confidence interval around the mean and determine the upper boundary for the
range of R/VC ratios l;elow which a rate could not be found unrcasonable This is determined
bascd on the sample sizc, the standard deviation of the adjusted R/VC ratios, and a statistical
measurc “t-statistic” that estimates the 90% confidence interval. See Simplified Standards, at 20-
22. The following table summarizes the results for each of the plastics and plasticizers

comparison groups.
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Table 7
RSAM-
Comparison Adjusted Upper
Group Records R/VC R/VC Boundary

Publicly Availuble Chemicals Revenwe Increases
Plastics 688 B [ | [ |
Plasticizers 158 | B B
2007 Actuul Revenue Update, where Available
Plastics 688 . . .
Plasticizers 158 B B [ |

The adjusted R/VC ratios of [JJJjjj and [l for the plastics comparison group and
- and [ for the plasticizers comparison group are all higher than the R/VC’s for the three
issue-traffic movements. Thus, using CSXT"s initial comparison groups, the challenged rates arc
below the maximum reasonable rate and are not unreasonable.

I11. Other Relevant Evidence

CSXT belicves the most important factors, inputs, adjustments, and analyses for the
comparison group selection and application of the Three Benchmark analysis are described in the
foregoing scction See supra Scction 1I. CSXT further belicves that all of those factors,
adjustments, and analyscs are appropriately conducted at the stage of the approach in which the

Board is developing the presumptively reasonable rate, { e., before the Board considers what 1t

terms *‘other relevant evidence.™ The entire process and analysis described in Scction II is
integral to any meaningful calculation of a “presumed maximum [rcasonablc] rate.™ See
Simplified Standards at 21-22.*Y Whilc CSXT reserves its right to present other relevant

cvidence based upon DuPont’s submissions or other developments 1n these cascs, it presently

* To be clear, CSXT is not saying that the precisc comparison group 1t proposes in this evidence,
or the cxact numerical values it has calculated based upon that comparison group, must be
adopted Rather, CSXT"s position is that the entire analysis and methodology it has described
should be considered as part of the first, corc phase of the process 1n which the presumptive rate
ceiling 1s calculated, and not 1n the second (post-presumption) “other relevant evidence™ phase.
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believes that it the Board follows the entire process and analysis described in Section II before it
considers “‘other relevant evidence,” such other evidence docs not appear to be necessary 1n these
cascs.

CSXT recognizcs that 1t might be argued that some of the evidence presented in Section
11 should be considered as “‘other relevant evidence.” CSXT would disagree with such an
argument, of course, and will respond to any such argument if 1t is made. Even if the Board were
to conclude that any clement of the Section 1l process should be considered as “other relevant
evidence,” however, the quantificd cffcet of those elements should be the same. For example,
CSXT’s analysis has demonstrated the quantitative effect on the maximum reasonable rate of
using 2007 revenues and costs to determine the relevant R/VC ratios, rather than using outdated
data from 2002-2005. See Scction IL.D.1.b. When that demonstrated quantitative effect 1s
applied to the maximum reasonablc ratc (i ¢ in the first stage or as “other relevant evidence™). or
how it is labeled, should make no difference — the effect would be the same. Similarly, CSXT
has demonstrated the effect of the necessary adjustment to the RSAM figures calculated by the
Board.”® Se¢:d The RSAM must be adjusted to allow for a consistent and coherent treatment of
the cffect of taxes  Whether that adjustment is labeled “RSAM adjustment evidence™ or “other
relevant evidence,” or something else, should make no difference — in all cvents, the cffect
should be the same.

Thus, should the Board find that any of the evidence or clements of the analysis set forth

in Section 11 be considered “other relevant cvidence,” CSXT hereby incorporates to this Section

30 1t 1s difficult to envision any serious or logical argument that an adjustment to correct the
RSAM should be conducted after the (incorrect) RSAM 1s applied to adjust companson group
R/VC ratios. Nonctheless, CSXT uses this example to illustrate the basic point that, once the
quantitative cffect of a factor on the maximum reasonable rate has been demonstrated, the effect
of application of that factor should be the same regardless ot how it is labeled or in which phase
of the rate reasonablc analysis it is applicd.
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111 those clements, analysis and evidence — including their quantified effect on the maximum

reasonable ratc(s) for the issuc traffic.

Peter J. Shudtz

Paul R. Hitchcock
Steven C. Armbrust
CSX Transportation, Inc.
500 Water Street
Jacksonville, FL 32202

(-k%ctfully ubmitted,

G. Pa
Paul A. Hemmersbaugh
Matthew Warren

Debbie J. Kim

SIDLEY AUSTIN LLP
1501 K Strcet, NW
Washington, DC 20005
(202) 736-8000

(202) 736-8711 (fax)

Counsel to CSX Transportation, Inc.

Dated: Fcbruary 4, 2008
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APPENDIX 1



Appendix 1 contains Highly Confidential information subject to a Protective
Order issued by the STB in this case, and therefore is not included in this
Public filing.



APPENDIX 2



Appendix 2 contains Highly Confidential information subject to a Protective
Order issued by the STB in this case, and therefore is not included in this
Public filing.



o f)
s
b
-
Z
=]
-
-
<




Appendix 3 contains Highly Confidential information subject to a Protective
Order issued by the STB in this case, and therefore is not included in this
Public filing.



APPENDIX 4



Appendix 4 contains Highly Confidential information subject to a Protective
Order issued by the STB in this case, and therefore is not included in this
Public filing,
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Appendix 5

STB Docket No. NOR 42099
E I du Pont de Nemours and Company v CSX Transportation

Verification and Statement of Qualifications of Benton V. Fisher

Benton V. Fisher is a Senior Managing Director al IT1 Consulting, Inc., an economic and
financial consulting firm with offices located at 1101 K Street, NW, Washington, DC 20005.
Since 1991, Mr Fisher has been involved in various aspects of transportation consulting
mcluding economic studics involving costs and revenues, traffic and opcrating analyses. and

work with performance mecasurement and financial reporting systems,

Mr. Fisher holds a Bachelor of Science in Engineering degree from Princeton University. In
1990, he served as the Deputy Controller for the Bill Bradley for U S Senate Campaign. In
1991, he joined Khck, Kent & Allen, Inc., which was acquired by FT] Consulting, Inc 1n 1998.
While with the firm Mr. Fisher has performed numerous analyses for and assisted 1n the
preparation of expert testimony related to merger applications, ratc reasonableness proccedings,
contract disputes, and other regulatory costing 1ssues before the Interstate Commerce
Commussion, Surface Transportation Board, Federal Energy Regulatory Commussion, Postal

Rate Commission, Federal Court, and Statc Utility Commissions.

Mr. Fisher is sponsoring portions of the testimony presented in Part 11 of the foregoing Opcming
Evidence of CSX Transportation, Inc. Mr. Fisher has read the testimony set forth in that section,
and the statements contained therein are truc and correct to the best of his knowledge,

information, and belicf.



1 declare under penalty of perjury that the foregoing is true and correct. I further certify that I am

qualificd and authorized to sponsor and file this testimony.

Executed on February / , 2008 W V V%‘&C«

Benton V. Fisher
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STB Docket No. NOR 42099
E I du Pont de Nemours and Company v. CSX Transportation

Verification and Statement of Qualifications of Michael R. Baranowski

Michael R. Baranowski is a Senior Managing Director at FTT Consulting, Inc., an economic and
financial consulting firm. His business address is 1101 K Street, NW, Washington, DC 20005.
Since 1980, Mr. Baranowski has been involved in many aspects of transportation consulting
including operational analyses, terminal switching studies, facility and equipment valuation,
liquidation studies, merger studies as well as a variety of cost studies including the development
of both short and long run marginal cost, variable cost and standalone costs. He has been
responsible for developing costs and working with the Board's discounted cash flow model in
stand-alone cost proceedings since 1987 and has sponsored testimony in a number of those

proceedings

Mr. Baranowski received his Bachclor of Science in Accounting degree from Fairfield
University in 1980. In 1988, he joined Klick, Kent & Allen, Inc. ("KK&A"), which was
acquired by FTI Consulting in 1998. Whilc with KK&A and FTI, Mr. Baranowski has conducted
a wide range of studics in both the transportation and telecommunications industries and testified
in proceedings before the Interstate Commerce Commission, Surface Transportation Board,

Federal Communications Commission, and various State Utility Commissions.

Mr. Baranowski is sponsoring portions of the testimony presented in Part II of the foregoing
Opening Evidence of CSX Transportation, Inc. Mr. Baranowski has read the testimony set forth
in that section, and the statements contained therein are true and correct to the best of his
knowledge, information, and belief. A more detailed description of Mr. Baranowski'’s

qualifications and experience is available upon request.



I declare under penalty of perjury that the foregoing is true and correct, I further certify that I am

qualificd and authorized to sponsor and file this testimony.

Executed on Fcbruary ;2 , 2008



BEFORE THE
SURFACE TRANSPORTATION BOARD

- N W O A N S ) S W e Gk G W e ae e am

E.I. DUPONT DE NEMOURS AND COMPANY
Complainant,

Docket No. NOR 42099

CSX TRANSPORTATION, INC.

)
)
)
)
)
)
)
)
)
Defendant. )
)

VERIFICATION AND STATEMENT OF QUALIFICATIONS
RICHARD L. KARN

My name is Richard L. Karn. I am the Dircctor of Marketing — Chemucals Division of
CSX Transportation, Inc., and have been 1n this position for four years. Our offices are located
at 500 Water Street, Jacksonville, Florida 32202.

I am sponsoring portions of testitmony presented n Parts 1.A and I of the foregoing
Opening Evidence of CSX Transportation, Inc. [ have read the testimony set forth in those
sections, and the statcments contained therein are truc and correct to the best of my knowledge,
information, and behef.

I declare under penalty of perjury that the foregoing 1s true and correct. Further, 1 certify
that I am qualified and authorized to file this testimony.

Executed on this 31* day of January, 2008.

e IZ

Richdrd L. Karn
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Surface
Transportation

Consolidated

Eamings Per
Common Share

R Ak G =N E N e

CSX Corporation
CONSOLIDATED STATEMENT OF EARNINGS
{Dollars in Millions, Except Per Share Amounts)

{Unaudited) {Unaudited)
Quarters Ended Years Ended
Dec. 28, Dec 29 Dec. 28, Dec 29
2007 2006 $ Change 2007 2006 $ Change
Revenue $ 2,577 § 2,3% §$ 181 $ 10,030 ¢ 9566 $ 464
Expense
Labor and Frninge 759 753 (6) 2,978 2,922 {56)
Matenals, Supplies and Other 467 496 29 2,040 1,964 (76)
Fuel 357 271 (86) 1,210 1,112 (98)
Depreciation 220 216 (4) 882 856 (26)
Equipment and Other Rents 110 121 11 456 512 56
Inland Transportation 63 61 (2) 240 242 2
Gain on Insurance Recoveries {(Note a) {8) {27) (19} - {27) {168) (141}
Total Expense 1,968 1,891 (77) 7,779 7,440 (339)
Surface Transportation Operating Income 609 505 104 2,251 2,126 125
Other Operating Income - 2 (2) 5 12 - (7)
Consolidated Operating Income 609 507 102 2,256 2,138 118
Other Income - Net 76 62 14 93 85 (2)
Interest Expense {115) (99) (16} (417) (392) (25)
Eamings From Continuing Operations
Before Income Taxes 570 470 100 1,932 1,841 91
Income Tax Expense (Note b) {205) (123) {82) {706) (531) (175)
Earnings from Continuing Operations 365 347 18 1,226 1,310 {84)
Discontinued Operations (Note ¢} - - - 110 - 110
Net Eamings $ a6s § 347 3 18 $ 1,336 $ 1,310 % 26
Net Earnings Per Share, Assuming Dilution:
From Continuing Operations $ 086 $ 075 §$ 011 $ 274 $ 282 3 (0o08)
Discontinued Operations - - - 0.25 - 0.25
Net Eamings $ 086 $ 075 $ 0.11 $ 299 § 282 §$ 017
Average Diluted Common Shares
Outstanding (Thousands ) 425,475 463,524 448,280 465,934
Cash Dividends Paid Per Common Share $ 015 $ 010 $ 054 % 033

See accompanying Notes to Consolidated Financlal Statemants on page 7.
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Chemicals

Emerging Markets

Forest Products

Agricultural Products

Metals

Phosphates and Fertihizers

Food and Consumer
Total Marchandise

Coal
Coke and Iron Ore
Total Coal

Automotive

Othar
Total Rall

International
Domestc
Other

Total Intermodal

Total Surface Transportation

Chemicals

Emarging Markets

Forest Products

Agricultural Products

Metals

Phosphates and Fertilizers

Food and Consumer
Total Merchandisa

Coal
Coka and Iron Ore
Total Coal

Automotive

Other
Total Rail

International
Domestic
Other

Total Intarmodal

Total Surface Trangportation

CSX Corporation -

SURFACE TRANSPORTATION VOLUME AND REVENUE (Unaudited)
Volume (Thousands); Revenue (Dollars in Milllons)? Revenue Per Unit (Dollars)

Quarters Ended December 28, 2007 and December 29, 2006

Volume Revenue Revenue Per Unit
2007 2006 % Change 2007 2006 % Change 2007 2006 % Change
125 126 ()% $ 333 & 297 12 % % 2,664 $ 2,357 13 %
115 123 (7) 147 138 7 1,278 1,122 14
81 95 (15) 169 1688 (10) 2,086 1,979 5
109 103 6 226 184 23 2,073 1,786 16
79 84 (6} 163 160 2 2,063 1,905 8
92 87 6 111 ] 25 1,207 1,023 18
49 57 (14) 106 116 {9) 2,163 2,035 6
650 675 (4) 1,255 1,172 7 1,931 1,736 11
447 445 0 654 574 14 1,463 1,290 13
22 26 (15) 29 30 (3) 1,318 1,154 14 .
469 471 (0) 683 604 13 1,456 1,282 14
109 112 (3) 215 210 2 1,972 1,875 5
- - - 66 52 27 - - -
1,228 1,258 (2) 2,219 2,038 9 1,807 1,620 12
260 315 (17) 123 142 (13) 473 451 5
273 237 15 227 204 11 832 861 3
- - - ] 12 (33) - - -
533 552 {3) 358 358 - 672 649 4
1,761 1,810 (3)% $ 2,577 $ 2,39 8 % $ 1,463 § 1,324 11 %

Years Ended December 28, 2007 and December 29, 2006

Volume Revenue Revenue Per Unit
2007 2006 % Change 2007 2006 9% Change __ 2007 2006 % Change
522 528 {1)% $ 1,313 § 1210 9 % $ 2,518 $ 2,292 10 %
491 524 (6 605 580 4 1,232 3,207 12
3s2 404 (13) 722 773 (7) 2,051 1,913 7
410 397 3 786 681 15 1,917 1,715 12
355 364 (2) 702 673 4 1,977 1,849 7
362 362 - 421 354 19 1,163 978 19
212 245 (13) 441 477 {8) 2,080 1,947 7
2,704 2,824 {4) 4,990 4,748 5 1,845 1,681 10
1,771 1,798 {2) 2,483 2,259 10 1,402 1,256 12
91 94 (3) 120 119 1 1,319 _1,266 4
1,862 1,892 {2) 2,603 2,378 ° 1,398 1,257 11
439 463 (5) 839 847 (1) 1,911 1,829 4
- - - 242 181 34 - - -
5,005 5,179 (3) 8,674 8,154 6 1,733 1,574 10
1,132 1,281 (12) 525 580 (9 464 453 2
979 898 9 807 786 3 824 875 (6)
- - - 24 46 (48) - - -
2,111 2,179 (3) 1,356 1,412 (4) 642 648 (1)
7,116 7,358 {3) % $ 10,030 § 9,566 5 % $ 1,409 § 1,300 8 %
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CSX Corporation
SURFACE TRANSPORTATION VOLUME AND REVENUE (Unaudited)
Volume (Thousands), Revenue {Doliars in Millions); Revenue Per Unit (Dollars)

Quarters Ended WZ&M?MW&ZQ, 2006

Volume Revenue Plr JRevenuePesrnit =
2007 2006 % Change 2007 % Change m
Chemicals 130 11 2% % 334 m 7 % s :.ss $ 1.353 10 %
Emerging Markets 128 131 ) 157 150 5 1,227 1,128 9
Forest Products 1) 100 (13) 182 200 ()] 2,002 2,000 5
Agneultural Products 101 102 fé)] 190 176 1,881 1,735 9
Metals [ 1] 91 2) i 176 3 2,004 19 s
Phospnates and Fertllizers .1 ] n L)) 100 82 22 1,1 a2 27
Food and Consumer 52 61___{15) 112 123 (9) 2,154 018 7
Tatal Merchandise 676 713 {5) 1,258 1,220 3 1861 1,711 9
Coal 4493 451 (2) 819 571 [ 1,404 1,268 1
Coke and Iron Ore 24 24 - 30 31 (3 1,250 1,201 3
Total Coal 445 475 {2 49 602 8 1,300 1,267 10
Automotiva 102 100 2 198 183 8 1,80 1,80 ]
Other - - - 5 1% 20 - . -
Total Rall 1,243 1,288 (3) 2184 2,054 5 1,741 1,595 9
internationat 280 38 17) 129 158 a9 441 467 )]
Domestic 250 226 11 02 158 2 aos 876 8)
Other - - - ] 8 {25) - - =
Total Intermodal 530 564 {6) 337 364 {7} [x]] 645 {1)
Total Surface Transportation 1,773 1,852 4% & 2501 s 2418 3 % 4 1411 3 1,308 8 %
Nine Months Ended Seplember 28, 2007 and September 29, 2006
Volume Revende Revenue Per Unit
2007 2006 % Change 2007 2006 % Chanpe 2007 2006 % Change
Chemicals 397 02 1% 9 980 § 913 7% $ 2468 § 227 9 %
Emerging Markets 76 401 6) 458 442 [ ] 1,218 1,102 11
Forest Products 71 30 (12) 553 sS85 (%) 2,041 , 192 8
Agncultural Products 31 294 2 560 a97 13 1,860 1,690 10
Metals 276 280 ¢ 4] 539 513 5 1,953 1,832 7
Phosphates and Fertlizers 0 275 (2 30 265 17 1,148 964 19
Food and Consumer 163 188 (13) 33s ¥ (7 2088 192 ?
‘Totul Merchandise 2,054 2,149 {4) 3,715 3,575 L 1,618 1,664 9
Coal 1,324 1,353 2 1,829 1,685 9 1,381 1.245 1
Coke and 1ron Ore € [ 1 81 ] 2 1,319 1,309
Total Coal 1,393 1,421 {2) 1,920 L,774 8 1,378 1,243 10
Automotive 330 151 f&) 624 637 (2) 1,891 1,815 4
Other - - - 17§ 129 36 - - -
Total Rall 3777 39 (4) 648 6116 6 1,709 1560 19
Internabonal 872 % (10) w2 @ " 481 5 z
Domestle 708 661 7 580 582 - m 1) 7
Other - - - 18 34 (53) . - -
Total Intermodal 1,578 1,627 (3) 998 1,054 (5) 632 [ )
Tota! Surface Transportation 5,355 5,548 (3% § 7453 § 7170 4 % $ 1392 § 1,292 § %
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CSX CORPQRATION

CSX REPORTS FOURTH-QUARTER EPS OF $1.03 AND RECORD SURFACE
TRANSPORTATION OPERATING INCOME

JACKSONVILLE, Fla., Janvary 24, 2006 — CSX Corporation {NYSE. C5X) tecay reported fourth
quarter 2005 net eammgs of $237 milhon, or $1 03 per share, a 45 percent ncrease in cammgs per share
{rom continuing operations versus the same quarte- in 2004

“CSX delivered another quarter of stroag performance in our Surface Transhortahon businesses,”
said Michael T Ward, CSX Corporation chaimuan and chiel executrve officer  “Our operations team 18
gaiming traction m execvting the ONL Plan, even while re-consructing our stovm-damaged infrestructure on
the Gulf Coast.™

The company”s net cammgs were driven by stronger Surface Transportation operatmg mc'm.
Tighes real estats sales and lowst interest expense  Surface Transportation, which includes rail and
Intermodat operations, achieved:

s  he e:ghth consecutive quarter of both reverme and operating income growth;

¢ revenue of $2.2 ilhon, winch represents a quanerly recerd for Lhe company,

*  rcond fourth-quarter operating incume of $41 5 milkion, up 32 percent from the same period last
year; and

¢  an opersting ratio of 81 3 percenl, an muprovement of 4.3 polnts from the game quarter last year.

“We enter 2006 with & strony, foandation, an sconomic environmen thet favors rail transporsation,
and momentum behind our key strategics,” Ward sud. “In addihion, we are on schedule with our capacity
expansion plans to further dnve value for our customers end sharcholders ™

CSX execynves will provide additional perspective on the quarterly resulls in its carmings
conference call, begmnng af 11 am Esstern Time soday  Those mterested in participating may dial 856-
2£8-8494 and ask for the CSX carmngs call Parterpants should dia i 10 mimites prior to the call. A live
webcast and presentation matenals will slso be availzble vn the company's website at wwe csx coin in the
investors section

In addttion, detziled fingnciel nformazion 1 contaned m the CSX Quanerly Flash documen, which
15 also posted on the websie and fumisned on Form 8-K with the Sccunues and Exchengs Cotmassion

{SEC)

CSX Corporaticn, based 1n Jacksorville, Fli. 13 one of the leading transpottation companses,
providing mil. siermoda’ and raii-to-truck sransinad sesrvices: The company's transportation network spans
22,000 mules, walh serviee 10 23 eastem states and the Distnet of Columbia, and connects to maore than 70
ocean, river and lake ports. More imformation about CSX Cerporation and ils subsidianes is avalable af the

company's websile, WWww.Cs% con.
[ 1 I1LI1LL)

Thus press release and other skuiements by the Compony contais forwarg-lookmg statemertts wdian the wseanng of the
Private Secenhes Lingahon Reform Act with respect Io, among other fiems® projechons ond estwasies of aaramgs, nevenses,
coshsavings, opeases, or ober fincaicial uewss, statements of wamagement's plaro, sircsegies ond olyectives for fisture operation,
and monapement’y expeciotions at to fituve performance and operafwns ond the time by whick olyectives will be achieved,
Jiairments concarmag propased sew products and services end staloments regonding fuere ecomomir, indbestry or market
condinons or perforwance Forward-fookeng statements are typrcally whemigfied by words ar paraves such as “beleve, * expect,”
“anncipais,” "proyect,” and smilar expressicns Forward-laahng siatemsents speak only as of the doie they are madk, ord the
Comparry usdertates no obl.gation to updie or revise om forward locking suatement [f the Company does update caty forward-
iooling sictement, ro wferems shoub be drawr that the Cosporny wil make acddiisonol updizies with respect i Shat stotement or
any other forward-{ooking siatemenis

Foreond-lookmg statemenis are sidyert fo a mumber of ntls and uncertambies, aud octual performonce or resslis
coutd defer masenally from that ertopated by these jorwand-loviimg statements Factors that may couse acssd results jo differ
matenolly from thase conscxplated by theae forward-iookong statemenis tnineke, among others.fi) the Company & success o
smplemonting its financiol aad aperaional mnotives, (1) changes o domestic or international economic or buzmess condibors,
wicluding ithase cffecsog the roul tdestry (such as the umpac 1 of inckosiry conpenifam, vonditions, performance and
consofukaiion), (in) legrsitme or regulatory changes, {v] the inherem bunness ruks associoted win sofety and secrwy, and ()
the ouscome of clorms and linipation imvolvmg or affecting the Conspany Otlrer paporions axsumpbions awd faczors thet could
cause actdl reseity so differ matenally from thase wn the forword-foaking sixessenrs are specified m the Company s SEC reports,
scressible oo the SEC's websis of wony sec.gor and the Conony s welisite of yane o5y, o
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CSX Corporation
SURFACE TRANSPORTATION VOLUME AND REVENUE (Unaudited)
Volume (Thousands); Revenue (Dollars in Millfons); Revenue Per Unit (Doliars}

Quarters Ended December 29, 2006, and December 30, 2005

Volume Revenue Revenue Per Unit
2006 2005 9% Change 2006 2005 % 2006 2005 % Change
Chemicals 126 127 (1) % $ 297 § In4 8 % $ 2357 $2157 9%
Emerging Markets 123 122 1 138 124 u 1122 1,016 10
Forest Products 95 106 (10) 188 183 3 1979 4,726 IS5
Agricuitural Products 1a3 90 14 184 47 25 1,786 1,633 g
Metals 4 88 {5) 160 150 7 1,905 1,705 12
Phosphates and Fertifzers 97 9 (12) a9 87 2 1,023 879 i6 .
Food end Consumer 52 51 (7} 116 115 1 2,035 1,885 [
Total Narchandise 678 693 (3} 1,172 1,080 9 1,738 1,558 11
Coal 445 429 4 524 500 15 1,200 1,166 I
Coke and Tron Qre 26 21 24 30 21 43 1,454 1000 15
Total Conl 471 450 5 604 521 16 1,282 1,158 1
Automotive 112 125 (10) 210 ns (7 1,875 1,800 4
Other T N R 52 22 93 - - -
Total Rall 1,258 1268 (1) 2,038 1,853 10 4,520 1461 1
Intemnational 318 310 F4 142 138 3 451 445 1
Domestic 237 240 (1) 204 207 (5 861 a4 (5)
Other - - - 12 11 9 ~ - -
Total Intermodal 552 550 - 338 366 (2) 549 565 {2}
Total Surface Transportation 1,810 1818 - % $ 2,39 $2.21%9 8 % $ 1324 §$1,221 g8 %
Years Ended December 29, 2005, and Decemnber 30, 2005
Volume Revenue Revenue Per Unk
2006 2005 % Change 2006 2005 % Change 2006 2005__ % Change
Chemicals 528 533 (U % 1,210 $1080 11 % $ 2292 $2043 12 %
Emerging Markets 524 505 4 530 513 13 L107 1,016 9
Forest Products 404 439 (8) 773 717 8 1,913 1,633 17
Agricuftural Products 397 57 U 681 S50 24 L7155 1541 1
Metals 364 361 1 673 570 I8 1,849 1579 17
Phosphates and Fertilizers 362 444 (18) 354 351 978 74 24
Food and Consumer 245 249  (3) , 477 438 9 1,947 1759 It
Total Merchandise 2,824 2,888 (2) 4,748 4,228 12 1,681 1464 IS
Coal 1,798 1,726 4 2,159 1,992 13 1,256 1,154 9
Coke and lren Ore 94 83 13 119 88 35 1,266 1,060 IS
Total Coal 1,862 1,809 5 2,378 2,080 14 1,257 1,150
Automotive 4563 438 (5) 847 844 - 1,829 1,730
Other - - - 181 104 74 - - -
Total Rall 5179 5,185 - 8154 7256 12 1,874 (399 13
Inteenxtionsl 1,281 1,274 1 580 545 6 453 428 6
Domestic 898 891 H 786 766 3 875 860 2
Other - - - 45 51 (10} - - -
Total Intermodal 2179 2,165 1 1412 1,362 4 548 629 3
Total Sarisce Transportatian 7,358 7,350 - % $ 9566 4$86,618 Il % $ 1,300 $1,173 i1 %
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CSX oration and Subswianes Quartaty Flash
§|IECM:E imFORTATIaH TRAFFIC AND REVENUE
Volume (Thousands); Revenue (Doliars in Mitions), Revenue Per Umi {Dokars)
Volume Reverue Revenue Per Unll
13 Wesks 14 YWecks 13 Weeks 14 Weoky 13Weeky 14 Woeks
Fourth Quarer 2008 20M  XChongs 2085 2004 % Changs 205 2004 % Change
Marchandiss
Phesphates and Fertiizers " 123 20 % % s % & 9§ T4 21 %
Matals " 96 @ 150 133 9 1,703 143 19
Foras] Products 19 121 112 15 185 1 7% 1529 13
Feod and Consumet # ] ()] 115 105 10 185 150 18
Agrculiural Products [ [} 2] [e/] 17 137 T 1433 141 111
Chemicals 127 148 {13) i) 283 3} 4157 1938 11
Emenging Markets 22 1 ) 138 (10 e 1,00 (1)
Yotz Merchandise 89 I ) 1,080 1075 o 1550 430 13
Automolive 15 135 M 725 % ') 1,800 1639 7
Coal, Cokn and iron Ore
Coal L 440 3) 500 480 [ 8 1048 12
Coka ond [ron Ora 21 20 5 il 18 17 1,008 900 [
Tetal Coal, Coke and lron Ore 450 460 (]| s 478 9 1158 103 1
Other - - - - 35 . . .
Yotal Rall 1268 1,304 [ 1833 1,801 3 1481 131 "
Intermodal
Domestic M 288 {10; 208 20 1] 358 821 §
Intsrnatonal M0 u1 W 122 133 [} n 0 f
Other - - - 3 25 46 . . -
Total Intermodal 550 609 {19} 38 379 ] L) 622 T
Total Surface Transportation 1,818 1,883 @ % § 2210 § 2100 2 % § 1.2 51.000 ' %
Volume Revenus Reovanue Per Unlt
51 Weoks 33 Weeks ks 5)Wedg 52 Weeky E£3Weoks
Your 2005 2004 X Change 2005 2004 % Chanpe 2005 2004 X Chenge
Herchendiee
Phosphales and Fentlizars “e 471 % $ 3§ M 2% $ ™ §$ T4 %
Molals 381 380 &) E7¢) 511 12 1519 1.345 17
Forest Producls 439 465 {5 T 831 5 1,633 1465 1"
Food and Conyumer Fo ] 245 2 438 an 15 11589 4,530 14
Agnculturai Products 3 358 - 550 612 7 150 143 H
Chemicals 33 564 ] 1,009 1,068 2 2,043 1,005 [
Emeorging Markets 505 508 - 513 504 2 1,018 9% 2
Total Merchandise 2008 2987 3 4228 3995 [] 1484 1397 [
Automotive 488 507 {4) o4 835 ! 1,13 1,047 5
Coal. Coke and ron Ore
Conl 1,726 1659 4 1992 1M1 18 1,154 1,033 12
Coke and kron Oro 83 M 17 ] 68 33 1,068 830 14
Total Coat, Coke and Iron Ore 1808 17% 5 2,000 1,780 114 .156 1029 12
Other . . - 04 84 2 . - -
Total Rail 5,185 5224 {n 7250 008 § 1,358 1,281 ?
Intermodal -
Domesiic M 1028 > it 705 in 528 m 7
Intemmat ona: 1214 12M - 493 501 - m 392 -
Other - - - 125 50 150 - - .
Total intarmedal 2165 2,306 (L] 1362 1,348 7 529 584 §
Totsl Surface Teansportation 7380 750 2 % § o818 $3040 7 % $ 1173 $ 1088 10 %
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CSXC 1on and Subsidines ) Quarierly Flash
SURPACE, TRANSFORTATION TRAFFIC AND REVENUE
Valume {Thousands), Revere (Dollars i Milions), Revenwe Per Unit (Doflars)

CSX foliows a 52/53 week fiscal reporting calendar and 2004 included 53 weeks, with the additional week In the 2004 fonrth
quarter. In the following discussion, the two periods are compared as if they were of equal duration.

13 Woeks
Fourth Qumrter Volume Fmﬂhwlim Fourth Quarter Reveane Per Unit
W5 O NChmge 25 24 %Cumpe 305 NG Chosge
Merchandise
Phosphates and Fernlisers » 1s % s 871 5 B 5% s m s m 1 %
Metals ] %0 @ 150 129 6 L5 433 )
Forest Products 1% 17} Fif) 183 173 6 L6 1,543 12
Food sad Congumer 1] & o s 99 I 1885 1597 T I
Agneukura] Products » ] 2 ] 129 It 1433 1,466 1
Chermcals 127 5y /] ™ 266 3 1157 1,42 "
Emerging Markets m 128 ] 134 N o) 1816 1,023 {1}
e  m o 1480 100 7 1 1,350 1}
Autamotive 128 1% 4 25 218 3 1.300 1677 H
Conl, Cokie asd Fron Ore .
Coal 1) mm 3 £00 48 M 1,166 1,050 n
Coke and ron Ore u 19 i 2 i7 ] 1,008 39< ?
8 4% 3 LFT] 53 ] T LS8 1,044 i
Other - . . 1l 0 I . - -
Tetal Redl 1,368 1298 13 1A 1,903 g [y 1312 7
Iolermadal
Domestic 4p 255 ] 46 208 [} 58 10 [}
To’cmatonal 30 m m 12 126 (] 3 %0 i
Other - - - 38 % i - - -
Total Matermadal 55 478 5 366 30 F 7] 33 7
Total Surfsce Transportation 1218 187 @ % 5229 S 2063 & % S L1 § 100 il %
52 Weeks
Yeur Yolurie __Year Revene Year Revenoe Per Ut
2005 2004 35 Chonge 2005 2004 3 Choer s 2004 9 Chanye
Merchkendise
Phosphates and Feruhzers “4 463 )% 0y 103 LS S h § MBI § ™M ? %
Meuls M 4 1)) 570 502 7 1,57 1342 I8
Forest Products m &6 2] m [ 7 1,633 1,467 H
Food and Consumer w M 3 438 LA ]| " 1,759 1,539 1
Aguculieral Profucts kT ) 38 2 550 504 ] 1,541 1436 7
Chemicaly 513 855 “ 1989 1052 4 1043 1895 8
Emergmg Markets »s 500 ! 513 497 3 L6 994 2
i 9@ 7 &m0 ] _lﬁ'i« 87 9
Autometive 488 502 3 M4 828 2 179 1,643 5
Coal, Coke and Irem Ore
Coal L7126 1,636 ] L9 1,692 8 1,154 1034 n
Coke and lron Cve 0 _n 19 8 ] 3 1,060 929 I
1509 1,786 ] 1m0 L7 1150 100 5]
Other _- . - 164 84 M - - -
Total Rai 5,188 5.]48 T 720% 6,59 0 N N S
Intermodal
Domene: )] 1014 a2y 18 3 ] 1] m 7
Intermationa] 14 1,261 | ”m 9 ! m 392 -
Other - - . 128 50 150 . - -
Totn] Intermeodal T 3,168 2008 0] 1,352 1327 J 619 [T ]
Tetal Susface Transporiation 7,350 7423 () % % B51E 5 1903 ? % 5 1,01 5§ 1067 0%
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ected to get worse

creating a more difficult trucking environment.
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Source: USDOT FHWA Freight Analysis Framework
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