
I
I
I
1
I
I
I
I
I
I
I
I
I
I
I
I
I
I
I

BEFORE THE
SURFACE TRANSPORTATION BOARD

. ORIGINAL

E.I. DUPONT DE NEMOURS AND COMPANY )

Complainant,

v.

CSX TRANSPORTATION. INC.

Defendant.

PUBLIC VERSION
Cf -or 4

Docket No. NOR:42099"V?

OPENING EVIDENCE OF CSX TRANSPORTATION, INC.

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

G. Paul Moates
Paul A. Hemmersbaugh
Matthew J. Warren
Debbie J. Kim
SIDLEY AUSTIN LLP
150 IK Street, NW
Washington, DC 20005
(202) 736-8000
(202) 736-8711 (fax)

Dated: February 4,2008

Counsel to CSX Transportation, Inc.

Offlee

\

\



I
I
I
I
I
I
I
I
I
I
I
I
I
I
I
I
I
I
I

BEFORETHE
SURFACE TRANSPORTATION BOARD

E.I. DUPONT DE NEMOURS AND COMPANY

Complainant,

V.

PUBLIC
VERSION
Docket No. NOR142099

CSX TRANSPORTATION, INC )

Defendant. )

OPENING EVIDENCE OF CSX TRANSPORTATION, INC.

I. Introduction, Summary and Argument

Defendant CSX Transportation, Inc. ("CSXT") hereby submits its Opening Evidence and

Argument in Docket No NOR 42099. The Complaint filed by E.I. DuPonl De Nemours and

Company ("DuPont") in this Docket is one of three filed against CSXT simultaneously by

DuPont on August 21, 2007, under the now-superseded "Simplified Guidelines" that were

established in STB Ex Parte No. 347 (Sub-No 2), Rate Guidelines - Non-Coal Proceedings, 1

STB 1004 (1996). In a decision served on September 7,2007, the Board held that DuPont's

cases would be considered under the new standards adopted in Simplified Standards for Rail

Rate Cases, STB Ex Partc No. 646 (Sub-No. 1) (Sept. 5,2007) ("SimplifiedStandards")*.

DuPont filed an Amended Complaint challenging the rates under the Three Benchmark approach

of the Simplified Standards, on October 30, 2007 (the "Amended Complaint").

1 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 appeal remains
pending. See CSX Transportation. Inc. v. STB. 07-1369. CSXT reserves its right to contest the
Decision in Simplified Standards both in general and as the Board applies that Decision in this
Docket. CSXT's defense of this Complaint is not intended to, and should not be construed as, a
waiver of any arguments on appeal concerning Simplified Standards or their application



I
A. Introduction and Background

This case- and its two companions in 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 is one of CSXT's largest customers, shipping thousands of carloads of a variety of

commodities in literally hundreds of "traffic lanes*' (i.e , Origin-Destination, or "O-D" pairs),

I generating annual freight revenues of approximately $50 million. Moreover, DuPont has for

• many years (beginning in the 1 980s) moved its traffic on CSXT under an omnibus, privately

negotiated transportation contract (the "Master Contract'1) which covered the several hundred

I lanes over which DuPont traffic moves on the CSXT network. Over the years, DuPont and

• CSXT renegotiated the terms of that Master Contract several times as renewals came due, and

amended it as new facilities or movements were added to the arrangement. The Master Contract

I was a complex document that covered not only hundreds of movements, but also a variety of

• other terms and conditions, ranging from rates to equipment supply, escalation provisions,

payment terms, weighing of cars, credit arrangements, demurrage and ancillary services, and a

B number of other items. Moreover, given the scope of DuPont's operations and the complexity of

I dealings under the Master Contract, DuPont insisted un admimstenng it, including initiating

amendments and periodic updates of its terms and conditions." In short, DuPont - a worldwide

^ company with more than S27 billion in annual revenues and 60,000 employees3 - is an extremely

• sophisticated and valued customer of CSXT The traffic covered by this Complaint and its two

i _
I

2 This degree of customer control and management is extraordinary. Typically, rail carriers - not
their customers - administer their ruil transportation contracts.
3 See http.//www2.dupont.com/Our_Company/cn_US/glance/index.html.
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companions are simply small component parts of a far larger dispute between the parties

regarding hundreds of lanes of traffic long governed by a complex, integrated Master Contract.•

In 2007, when the parties were unable to reach agreement on a renewal of their omnibus

| Master Contract, CSXT provided commercially reasonable rates for the traffic that had moved

• under the "Master Contract". Although CSXT is constrained by confidentiality restrictions from

detailing the specifics of the tailed negotiations, the Board should be aware that there is much

I more to these Complaints than meets the eye. Far from constituting a "small rate dispute"

• (Simplified Standards at 22), this case and its two companions appear to be part of a DuPont

strategy to invoke the Board's procedures in an effort to leverage a more favorable resolution of

I its much larger dispute with CSXT, which includes a large number of lanes and rates, as well as

• other matters.4 As the Board reiterated in a decision issued in this case less than two weeks ago,

its Three Benchmark rules and procedures are intended for small cases, and will be enforced "to

™ protect the integrity of [the Board's] processes from abuse by preventing any improper attempts

I to disaggregate a large claim into a number of smaller claims " E.I. DuPont de Nemours & Co.

v CSXTrantp., Inc., STB Docket Nos. 42099 et 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 these cases from going forward - despite the fact that they hardly constitute a "truly

small case" for a "small shipper" - CSXT believes it is important that the Board understand the

context in which they have arisen.5

4 As CSXT has repeatedly advised DuPont, it remains prepared to negotiate in good faith in
_ pursuit of a new contract between the parties that would cover the Complaint traffic, should
• DuPont be interested in doing so.

5 To be clear, none 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
I common earner rates, or CSXT's individual Private Price Quotes ("PPQs" or "PPLs"), both of

which were established when the parties* longstanding omnibus contract expired. Other
_ railroads continue to have omnibus contracts with DuPont, and CSXT's interline traffic with

3
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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. 42 1 00 andm

42101 , out of the dozens of commodities moving in hundreds of traffic lanes in which CSXT

transports DuPonl's traffic, is nowhere explained in 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 in a few specific traffic

I lanes in order to leverage down rates on all of its traffic. Nor should the Board allow this to be

• just the "first wave" of a series of complaints disaggregating the parties1 larger dispute regarding

their overall commercial relationship and hundreds of lanes of traffic. Certainly any attempt by

I DuPont to pursue 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 "

require 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 one, but rather three separate

B movements, consisting of two different commodities between three separate O-D pairs CSXT

I submits that such a bundling of movements 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 January 22, 2008 Decision in these proceedings appropriately affirmed that the total

• amount of relief potentially available to DuPont is limited to SI million over a 5-ycar period, and

that ceiling may impose some limit on the number of movements that complainants seek to

I those carriers remains subject to those contracts. CSXT notes that the parties may disagree as to
whether some or all of the PPQs covering DuPont's non-issue traffic arc contracts or common
carrier rates.i

4



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 commodities whose transportation characteristics differ materially. Accordingly,

CSXT urges the Board to hold that such a bundling of disparate movements in a single Three-

Benchmark complaint is not permissible, and that any future Complaints containing more than a

single movement will be rejected.6

The Amended Complaint challenges: (i) CSXT's rates for transporting synthetic plastic

powder, STCC 2821163, a commodity that moves in covered hopper cars, from Ampthill,

Virginia, to Wyandottc, Michigan, a distance of approximately 772 miles; (n) 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 approximately 591 miles; and (iii)

the rates for transporting plasticizers in tank cars from Heyden. New Jersey, to Washington,

West Virginia, a distance of approximately 590 miles See Amended Complaint. In short, the

Ampthill-Wyandotte movements of dry plastic in covered hoppers, and the Hcyden-Duart and

Hcydcn-Washington movements of liquid plasticizers in tank cars, arc in no meaningful way

"comparable to" one another. Because the dry plastics and liquid plastici/ers are much different

commodities that have different uses, markets, and transportation characteristics, they cannot be

considered together in a single "comparable movement1' group

6 CSXT believes that it should not be required to defend the rates on three separate movements
and two distinctly different commodities in this single Complaint. Moreover, DuPont has
stepped outside the bounds of the Three Benchmark approach by filing three Complaints
covering a total of four commodities and seven different movements, each of which is 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 expcditiously, CSXT is 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 is of synthetic plastics in powder or flake form (STCC

2821163) from a DuPont facility located at Ampthill. Virginia (just south of Richmond, on

CSXTs line between Richmond and Petersburg) to a BASF Corporation facility at Wyandottc,

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 H^| per car as of June 16,2007, and CSXT calculates the applicable URCS

costs for the movement as ̂ B Pcr car-? Thls means that the revenue to variable cost ("R/VC")

ratio for the movement is approximately ^B-

CSXT has identified fourteen relevant factors for selection of comparable movements to

the plastics issue traffic. Application of these factors to the Waybill Samples for 2002-2005

resulted in the identification of 688 potentially comparable movements with an average R/VC

ratio of 290%, as described below in Section II D.

Plasticizers

The other two challenged rates in the Amended Complaint apply to movements of a

distinctly different commodity, namely Plastici/ers (STCC 2818967), which is a liquid product

used as an additive to increase the plasticity or fluidity of the material to which it is added (such

as plastics, cement, wallboard, etc.) that moves in tank cars Both movements originate at a plant

in Hcydcn, New Jersey, owned by Hatco Corporation, and they terminate at DuPont's plants in

Duart, North Carolina (on a branch line south of Faycttcvillc), and Washington, West Virginia

(near Parkersburg), respectively. Although the length of haul for the two movements is similar,

7 See CSXTs Answer to First Amended Complaint, workpapcr "CSXT URCS 42099 pdf."
CSXT developed the vanable costs based on the issue traffic's actual loaded route of movement
in the first ten months of 2007.



I
the predominant route used for them is the same only for the northernmost portion, with the

traffic being switched into separate trains at Philadelphia. The challenged rates, including fuel•

surcharge, as of the filing of the Complaint was |̂ |̂ per car for the Heyden-Duart movement,

I and |̂ ^H per car for the Hcyden- Washington movement. CSXT calculates the unadjusted

• URCS costs for the Hcyden-Duart movement as H per car, resulting in an R/VC ratio of

^̂ |; and ̂ ^^^H per car for the Hcyden- Washington movement, resulting in an R/VC ratio

I Application of fourteen comparability factors identified by CSXT as relevant to the two

plastici/er movements resulted in the selection of a comparison group consisting of 158

™ comparable movements with an average R/VC ratio of ̂ |̂. See 11. D, infra.

I CSXT's review 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 Partc 646 (Sub-No 1 ), Decision at 23

I n.41 (July 28, 2006) (noting that parties have a role in "independently verifying the current

_ RSAM and R/VG>i8o calculations").9 As explained in Section II. D, infra* the RSAM calculated

by the Board does not account for the effect of taxes in determining the amount of revenue a

• carrier would need to earn to achieve revenue adequacy. The shortfall component of the RSAM

_ ultimately derives from the Board's railroad industry cost of capital, which is calculated on an

after-tax basis But a carrier cannot make up that shortfall simply by earning pre-tax revenue

| * Id. CSXT's variable costs are based on the average actual loaded distances of 714 and 646
miles, based on the issue-traffic shipments in the first ten months of 2007.

I 9 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. 1 1. 2007), and published the final corrected version of those calculations

I on December 20, 2007. On January 29, 2008, in response to Du Font's request, the Board made
its RSAM workpapcrs available to the parties, and representatives of CSXT and DuPont then
met with Board staff to review those workpapers

i
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equivalent to the shortfall - rather, the carrier must earn sufficient revenue to account for the

shortfall after taxes. The necessary adjustments to RSAM are straightforward and arc set forth in•

Section II. D.

| A further adjustment is necessary because the revenues and costs of comparison 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 the appropriate confidence interval results in adjusted R/VCs

• that arc higher than that for the issue movement.

I Applying the corrected RSAM and other appropriate adjustments to the plasticizers

comparison groups, and calculating a confidence interval results in adjusted R/VCs that are

• higher than those for the issue movements.

• C. Serious Flaws in the Three Benchmark Approach Preclude the Board from
• Granting DuPont Relief Under That Approach in This Case

I CSXT believes the Three Benchmark approach itself, and the rules and limitations the

Board adopted to govern cases brought under that approach, arc 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 decision to the Court of Appeals for the District of

Columbia Circuit, and CSXT anticipates that the Court of Appeals' decision will require the

I Board to reconsider several aspects of the Simplified Standards. See CSX Transportation, Inc. v.

m STB. 07-1 369

i
8
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CSXT raised most of its concerns in its comments in the Simplified Standards rulcmaking

proceeding. See, e.g.. Ex Parte 646. CSXT/NS Opening Comments (Oct. 24,2006); Ex Parte

646, CSXT/NS Reply Comments (Nov. 30,2006), Ex Parte 646, CSXT/NS Rebuttal Comments

(Jan. 11.2007) While CSXT recognized in its comments that the Board had an obligation to

create alternative methodologies 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 serious flaws in

the Board's proposed Three Benchmark approach. Those flaws range from the Board's reliance

on a formula to mechanically determine rates, to the Board's refusal to consider evidence of the

actual costs of issue movements, to the impropriety of comparing historical rates to current rates

without accounting for changes in market conditions. See CSXT/NS Opening Comments at 22-

25. Moreover. CSXT made clear that an approach as '"rough and imprecise'" as the Three

Benchmark Approach - and one 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 Id. at 25 (quoting Ex Parte 646, Simplified

Standards for Small Kail Kate Cases, Decision at 11, 28 (July 26, 2006) Accordingly, CSXT

made clear its position that the Board's proposed eligibility 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

improvements to the Three Benchmark approach. Worse, the Board essentially quintupled the

eligibility limit for the Three Benchmark approach to S1,000,000, without prior notice to the

parties of its intent to adopt such a significant change CSXT reaffirms and incorporates its pnor

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



I
described below.10 CSXT recognizes that the Board has previously ruled on several of the issues

in this section, but raises them here in light of the unusual procedural posture of this case - not•

only is this the first application of the new Simplified Standards, it is an application of those

I Standards during 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 more precise analysis is impractical. The Board's decision to raise the

• eligibility threshold to S 1 ,000,000 for the Three Benchmark Approach subjects far too much

• traffic to a rate-comparison methodology that is fundamentally at odds with constrained market

pricing principles. See Ex Partc 646, CSXT/NS Opening Comments at 25. Subjecting such

B larger disputes to a non-SAC approach that is not grounded in sound economics, theory, or

• policy is arbitrary and capncious. CSXT submits that the litigation that the expanded application

of the Three Benchmark approach has fostered - rate complaints concerning a handful of chcrry-

• picked O-D pairs, brought by one of CSXT's largest customers, a Fortune 1 00 corporation with

• tens of billions of dollars in annual revenue - is not appropriate for such a simplified, rough, and

imprecise approach.

Second^ CSXT objects to the Three Benchmark approach's "presumption" that an

I adjusted R/VC ratio derived from a group of comparable movements establishes a maximum

_ reasonable rate. Mechanical application of formulas is not an effective method for assessing rate

reasonableness - particularly when the sort of formula adopted by the Board was severely

i _
10 CSXT does not attempt to fully descnbe its objections here, as they were detailed in its filings

I and those of other participants in the mlemaking, and the Board is generally familiar with those
objections. Rather, CSXT simply reiterates those continuing objections, and asks that the Board
consider them in this proceeding. Other concerns and objections dcscnbed below have arisen in

I response to the Board's recent decisions and rulings concerning how it will apply the Simplified
Standards If the Board docs not correct the flaws CSXT has identified, CSXT reserves the right
to raise them on appeal.

i 10
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criticized by the D. C. Circuit in Burlington Northern Railroad Co. v. ICC, 985 F.2d 589, 597

• (D.C. Cir. 1993) Sec Ex Pane 646, CSXT/NS Opening Comments at 22-24, Ex Partc 646,

CSXT/NS Rebuttal Comments at 28-31. And, it is insufficient for the Board to consider "other

I relevant evidence" after erecting a presumption that a formulaic result is correct. Instead, all

relevant evidence should be considered together and on an equal footing, to allow a fair and

economically sound evaluation whether a rate is reasonable

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, because the Board's ultimate rate reasonableness determination is largely a function of

a comparison of R/VC ratios Because variable costs arc at the heart of the Three Benchmark

approach, the rational application of that approach must take into account, at the very least, the

most significant and readily asccrtainable actual variable costs of the movements As, the

comments in Ex Partc 646 (and in Ex Partc 657} demonstrated, many of the most important

adjustments to URCS can be made with little litigation expense, and movement specific

adjustments can have significant effects on the calculation of variable costs. Nowhere is the

need for use of actual variable costs more evident than in cases like these, where DuPont has

challenged the rates for movements of hazardous materials, including a poison gas. It is

indisputable that such movements impose substantial additional costs on rail carriers, including

very significant additional liability insurance costs; additional handling costs; more stnngcnt and

costly regulatory requirements for transporting such hazardous chemicals; and the difficult-to-

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

11



the event of an accidental release of a TIH) borne by the earner that is compelled by law to

transport such materials. Particularly in the context of hazardous materials, the Board must use

evidence regarding movement-specific costs if it is to accurately calculate meaningful R/VC

ratios for the companson group. And. it must consider the essentially unquanti liable risks that

are imposed on a carrier that transports TIH, PIH, and other hazardous materials, as well as the

public policy implications of requirements, decisions, or rulings that encourage more and longer

movements of such materials through our nation's communities.

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 arc relevant factors in the real-world marketplace, and each plainly affects market

rates lor rail transportation.'' In these cases, prohibition of such evidence ignores DuPont's

actual use of multiple sources and numerous available alternatives for some of the issue traffic,

which could result in an erroneous determination of CSXT's alleged "market dominance" and

the Board's evaluating rates over which it lacks jurisdiction.12 As such, the Board should not

preclude parties from presenting evidence of product and geographic competition where such

evidence is appropriate.

12 Some of these same movements also have competitive transportation alternatives If the Board
accepts CSXT's position that it lacks market dominance those 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 cases.

12
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Fifth, CSXT objects to the Board's failure to adequately address the inherent bias caused

by using rates from 2002-2005 to judge the reasonableness of a rate in 2007-2008. See Ex Parte•

646, CSXT/NS Opening Comments at 24; Ex Parte 646, CSXT/NS Rebuttal 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 parties arc required to select

"comparable" movements from those Samples. But a rate from 2005 or earlier cannot be

I compared reliably to a 2008 rate without fully accounting for changes in the marketplace

• between 2005 and 2008 l3 Indeed, as CSXT explained in its Motion to Hold the Proceedings in

Abeyance, rail transportation rates have risen significantly in recent years as a result of

• increasing 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

produce evidence of changes in the marketplace after the Board establishes a presumptive

• maximum reasonable rate - is inadequate. See Decision, STB Docket No 42099 el al , at 2 (Jan.

I 22, 2008); Simplified Standards at 22, 77 (further requiring that parties may only submit "other

relevant factors" evidence if it "quantifies] the impact of these 'other relevant factors' on the

• presumed maximum lawful rate") A rate ceiling that does not reflect current market conditions

I should be deemed 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 parties to a "Three Benchmark"

case must base their selection of a companson group and any advocacy for a particular

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

13
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comparison group solely on: (i) the Waybill Sample data released to the parties by the Board or

(li) publicly available information, and that nearly all other evidence or information concerning

comparable movements is inadmissible. See Decision, STB Docket Nos. 42099 et al , at 2-4

(late release Jan. 31, 200S)14; Decision, STB Docket Nos 42099 et al , at 2-3 (Jan. IS, 2008).

Such an evidentiary limitation effectively makes it impossible to present evidence (concerning

many potentially relevant comparability factors, including factors that the Board expressly

identified in Simplified Standards as relevant to the determination of comparability) See CSXT

Motion for Clarification at 3-5 (filed Jan. 18, 2008). For example, as CSXT explained in its

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 options; or if 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 1 7 The Board

should reverse its unduly restrictive rulings and allow the parties to a Three Benchmark

proceeding to introduce non-public information from outside of the Waybill Sample that bears

on comparability.

II. 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 separate comparison groups and

14 On reconsideration, the Board revised its absolute prohibition on other evidence to allow one
category of additional evidence - traffic density evidence. See January 3 1 , 2008 Decision at 4.
Unfortunately, the timing of that decision allowed the parties only one working day to attempt to
incorporate such evidence before the deadline tor riling opening evidence.

14
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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 fl 3, 6. CSXT believes the commodity may be a nylon-like product

I marketed under the DuPont trade name Zytel. The other two movements are plasticizers, which

• arc liquids that move in tank cars.

The two commodities arc so different that they are assigned different 3-digit STCC

I 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 Guide for the 2004 Surface Transportation Board Carload Waybill

• Sample at 155, 157 (July 31, 2005).15 Indeed, the only common parameter of the two

• commodities is that they arc both part of the very broad STCC 28, which covers all "chemicals

or allied products." See id. at 1 55. In sum, the characteristics and uses of, and markets for, the

' two types of commodities arc so significantly different that they cannot be placed in the same

I comparison group Therefore, CSXT has identified a comparison group for the plastics

movement and a separate comparison group for the two plasticizcrs movements.

B. Initial General Comparability Factors

I For each of the two types of movements covered by the Amended Complaint, CSXT

drew comparable movements from the Waybill Samples provided by the Board for the years

• 2002 through 2005, representing the most recent four years for which Waybill Samples and

• corresponding RSAM figures arc available.16 Each year's tile contained approximately 120-

• }S The seven digit STCC for plastici/ers (281 8967) also includes other volatile liquids such as
paint, lacquer, and varnish, none of which bears any resemblance to solid plastic flakes, resins or

• powder.
16 The comparability factors listed here arc based on information that can be identified from the

_ Waybill Samples or publicly available information for the plastics and plasticizers movements

i 15



130,000 records listing individual shipments in which CSXT participated. CSXT then applied

eleven criteria 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 identified a universe of approximately 3,600 potentially comparable shipments.

Table 1

Criteria
1. Covered Hoppers or
Tank Cars
2. Chemical or Allied
Products
3. Single Car Shipments
4. Private Cars
5. Local Moves
6. No Short-Line Traffic
7. Longer than 200 miles
8. Domestic
9. R/VC Greater Than
180%

10. Fuel Surcharge
11. No Issue 'traffic

Waybill Field
AAR

STCC

CARS
OWNER
ORIG RR and 1 fcRM RR
FSAC ORIG and PSAC 'IERM
TOTAL DISF divided by 10
ORIG SI and TERM ST
Uncxpandcd revenues (F REV divided by
EXP hAC 1 OR) plus MISC_CHG divided by
unexpandcd costs ( I O I'AL COST divided by
hXP FACTOR)
M1SC C11G
S ICC. ORIG CITY, ORIG ST. TERM CITY.
FtRM SI

Value
1 irst digit = C or 1

First 2 digits = 28

Less than 6
P
Both fields =CSX'I
First digit <> 6
Miles > 200
US states onlv
> 180%

Not Blank
Specific combinations -
Sec Appendix 3

Below, CSXT describes each of those initial eleven comparability factors and reasons

CSXT believes they are appropriate criteria for identifying potentially comparable movements.

1 Car Type: The Plastics issue movements use Covered Hopper cars, and the
Plasticizers issue movements use Tank Cars. These two types of equipment arc significantly
different, have different transportation characteristics, and are used to move significantly
different commodities. Therefore, it is appropriate to limit comparable movements to those that
travel in the same types of cars as the issue movements).

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

As CSXT emphasized above, it believes several other factors arc also relevant to comparability,
but those factors cannot be determined from the Waybill Sample or public data, and the Board
recently ruled that evidence from any other sources is inadmissible for purposes of selecting
comparable movements. SeeEl DuPont de Nemours & Co v CSXTransp.. /we., STB Dkt Nos.
42099, 42100, 42101, at 3,4 (Jan 15, 2008).
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of commodities that arc so unlike the issue commodities that they do not even fall into the broad
and diverse class of all "chemicals and allied products."

3. Shipment Size: The issue 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 (/' e,
1-5 carloads)

4 Car Owner. The issue traffic all uses pnvatc cars (private hopper cars for plastics and
pnvate tank cars for plasticizcrs). Because the use of private equipment is a significant
component of rail transportation costs and factor in setting rates, movements in cars owned by
CSXT are not comparable to movements in pnvate cars. Accordingly, CSXT applied a selection
criterion limiting potentially comparable traffic to movements in private cars.

5. traffic Class: All of the challenged rates apply to local shipments, / c, movements that
are originated and terminated by CSXT, without participation of another rail carrier. CSXT
limited potentially comparable movements to traffic that is "local" to CSXT largely because it is
not possible to develop from the Waybill Sample accurate R/VC ratios for the CSXT portion of
joint-line movements. Instead of using actual revenues, the Waybill Sample uses the Board's
modified mileage prorate approach to estimate revenues for each carrier's portion of a joint-line
movement. Depending on the circumstances, market forces, and other factors affecting a given
movement, those constructive revenue numbers may substantially over- or under-cstimatc
CSXT's revenues for its portion of a joint movement Limiting comparable movements to local
traffic eliminates the potential for distortion of the R/VC ratios due to such inaccurate revenue
data. And, Simplified Standards expresses a general preference for excluding non-defendant
traffic from comparison group determinations. See Simplified Standards at 82

6 CSXT Single-Line: CSXT provides service for all of the complaint traffic on its system
without utilizing a short-line railroad or switching carrier. CSXT excluded any shipments that
were originated or terminated by a short-line or handling carrier based on the Freight Station
Accounting Code ("FSAC") information reported in the CWS. Although these shipments are
reported in the CWS as "CSXT local" movements, the use of CSXT's system-average URCS
variable costs for the portion of the movement served by the short-line docs not produce a Ratc-
to-Variablc Cost ("R/VC") ratio reflective of CSXT's experience, and docs not provide a
comparable 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 believes that the most significant effects of length of movement on
variable costs and revenues are found in the difference between relatively short hauls, on one
hand, and medium and longer distance movements, on the other hand. Accordingly, CSXT has
excluded from comparable group consideration all movements of 200 miles or less.

# Domestic: The issue movements travel entirely within the geographic boundaries of
the United States. Differing laws, regulatory requirements and costs in Canada make it difficult
to make meaningful comparisons between costs and revenues for movements in Canada and
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movements in the United States. Moreover, the Board does not collect cost and revenue data
concerning movements in Canada by Canadian earners. Because of the difficulties in making
reliable "apples-to-apples" comparisons between U.S. domestic movements and movements
whose origin or destination is in Canada, CSXT excluded from its 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 comparable movements to those generating R/VC ratios greater than 180%.
See Simplified Standards at 17 (indicating that R/VCcomp should be used as evidence of
reasonable R/VC levels of'potentially captive traffic," which the Board defines as "traffic priced
above the 180% R/VC") I7 In order to determine the R/VC for each record, CSXT followed the
approach used by the Board in developing its RSAM calculations, i.e., it included amounts
reported as Miscellaneous Charges.18

10 Fuel Surcharge' The challenged rates include a fuel surcharge. CSXT excluded from
its comparison groups any shipments to which a fuel surcharge did not apply. As fuel costs
skyrocketed this decade, CSXT (like nearly every other transportation provider) determined that
it was essential to institute a new fuel surcharge mechanism to allow it to attempt to recover
those dramatically increased costs.19 CSXT was not able to apply this fuel surcharge to all of its
traffic immediately. Over time, CSXT has aggressively sought to negotiate fuel surcharges in
new contracts as old contracts expire, as well as in its common carrier rates.

11 Non-Issue Traffic. CSXT's tenth general criterion excludes any of the issue
movements contained in the Waybill Samples. It makes little sense to "compare" 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
similar traffic. Moreover, because of the multi-year lag in the issuance of Waybill Samples,

17 Advocates for increased regulation have distorted the expression "captive shipper" to the point
that they sometimes cavalierly apply it to any shipper who pays a rate above the Board's
jurisdictional threshold. Rcspectftilly, CSXT believes "captive" is an inaccurate characterization
for such traffic. Indeed, that phrase should not even be used to connote movements over which a
carrier is determined to have market dominance.
18 Rate Guidelines - Non-Coal Proceedings, STB Ex Partc No 347 (Sub-No. 2) (Dec. 11,2007).
19 For example, according to the federal Energy Information Administration, from January 2002
to January 2008, diesel fuel 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.eia doe.gov/dnav/pet/hist/
ddr001M.htm. From January 2002 to October 2007 (the month DuPont filed its Amended
Complaints), those same prices increased 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 fuel pnces more than doubled, increasing from 115.3 cents per gallon to 244.3
per gallon, or 112%. See id Diesel fuel price changes for other pcnods may be found in the
same EIA source.
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I
inclusion of the issue movements could skew the comparison by artificially deflating (or, in a
time of falling rail rates, inflating) comparison group revenues.

CSXT believes that, for purposes of a Three Benchmark analysis, contract traffic is

generally not "comparable" to common carrier traffic. See Ex Parte 646, CSXT/NS Reply

Comments at 29 (filed Nov 30,2006), Id, Canadian Pacific Reply Comments at 15 (filed Nov.

30,2006) ("Contract rates arc, by definition, not 'comparable' to common earner rates.")

Therefore, at least in most instances, contract traffic should not be included in a Three

Benchmark comparable traffic group. See Simplified Standards at 83 ("[H]olding everything

else constant, a comparison group that consists of just common carrier traffic will be selected

over a group that includes contract traffic."). Based on its review of the 2002-2005 Waybill

Sample the parties are using in these 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 earner tariff or a privately

negotiated contract. Cf STB Docket Nos. 42099 et al., Decision at 3 (late release Jan. 31,2008).

CSXT is investigating this data anomaly and attempting to determine its source, how any data

error may have occurred, and how any such error might be corrected. Because this error was

only recently discovered, CSXT will not be able to complete this investigation prior to the

deadline for filing opening evidence in these cases. Accordingly, in order to avoid delaying

these expedited proceedings, CSXT will not use the distinction between common earner

movements and contract movements as a comparison factor in these cases, and will not argue

that traffic should be excluded from a comparison group on the ground that it moves under

contract.20

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

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

Those factors, and the Waybill Sample field and values used to apply them, arc summarized in

Table 2.

Table 2

Criteria Waybill Field Value
Car Type - Covered AAR First digit = C
Hoppers
Plastic Materials STCC First five digits = 2821 1
Non-Ha/mat STCC 49 first two digits <> 49

First, and most important, CSXT limited the comparable group to movements having thei
i
i
i
i
i

i
i

i
i

five-digit STCC code 282 1 1 . This code includes all "plastic materials or synthetic resins, or

nonvulcanizable elastomers, except fabricated plastic products." Those commodities generally

have similar transportation characteristics, and the markets for those varieties of plastics, while

differing somewhat, have more similarities than broader categories of materials. See Simplified

Standards at 17 (Board "will favor a comparison group that consists of movements of like

commodities"). Using only a four-digit STCC header would result in a "comparable" 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 materials "STCC 49" header.

Hazardous materials have different handling requirements and different transportation

"comparable" to common carrier traffic, and that contract movements generally should not be
included in a Three Benchmark comparison group (which by definition is developed for the
purpose of determining a rate reasonableness challenge to a common earner rate) See Ex Partc
646, CSXT/NS Reply Comments at 29 (filed Nov 30, 2006).
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characteristics than non-hazardous materials. Accordingly, application of this factor eliminates

any hazardous materials from the comparison group.

Third, CSXT limited the car type to covered hoppers, which is 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

comparison group are summan/ed in Appendix 1.

D. Additional Specific Comparability Factors for Plasticizcrs Movements.

CSXT applied three additional factors to generate its initial group of movements that are

comparable to the plasticizcrs movements. Those factors, and the Waybill Sample field and

values used to apply them, arc summarized in Table 3.

Table 3

Criteria
Car T> pe - Tank Cars
Plastic Intermediates

Non-IIazmat

Waybill Field
AAR
STCC

STCC 49

Value
hirst position - T
CSXT Tariff 28003 -sec
Appendix 4 for STCCs
First two digits o 49

First, CSXT limited the car type to tank cars, which is the type of equipment used by the

issue traffic and similar liquid materials

Second* it limited comparables to movements of those commodities included in "CSXT-

28003," a general public tariff that covers "Plastics Intermediates" moved by CSXT, including

plastici/ers. CSXT includes these commodities in the same tariff, in its normal course of

business, because of their common characteristics, uses, and markets. All of these commodities

are essentially feedstocks or supplements for the production of various types of plastics and

similar materials. The significance of the fact that CSXT uses this categorization in its normal

course of business is that in that context there is no incentive or reason to create a category in
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order to obtain a litigation advantage. Because of the similarity of the commodities contained in

CSXT-2S003, demonstrated in CSXT's grouping them in a single tariff for business reasons,

CSXT used those commodities as a specific comparability factor.

Third, CSXT screened out movements with a hazardous materials "STCC 49" header.

Hazardous materials have different handling requirements and different transportation

characteristics than non-hazardous materials. Some plasticizers are classified as STCC 49

hazardous materials, but the commodities carried by the issue movements are not. Accordingly,

application of this factor eliminates hazardous materials from the comparison group.

CSXT's initial comparison group for plasticizcrs, generated by the application of all of

the factors described above, consists of 1 58 movements. The specific movements that make up

the comparison group are summarized in Appendix 2.

E. Preliminary Calculation of Maximum Reasonable Rates21

Once the comparison group has been identified, the next steps in the Three-Benchmark

analysis arc to apply the RSAM and R/VC>]Ro factors and to calculate a confidence interval

around the estimate of the mean of the "adjusted comparison group." Simplified Standards at 17

We describe each step in turn, each of which was applied in a similar manner to the plastics and

plasticizers comparison groups.

1. RSAM and

a. Correction of Board Published Benchmarks

In late December 2007, the Board published the results of its calculations of the RSAM

and R/VC>|«) benchmarks for each Class I railroad by year for 2002-2005.22 CSXT uses these

21 Detailed, Highly Confidential workpapers showing and supporting the calculations described
in this section have been filed with this CSXT Opening Evidence.

22



I

i

figures, with one significant adjustment to the calculation of the shortfall component of the

RSAM. In Simplified Standards, the Board explained that it would modify its calculation of the•

RSAM.23 Specifically, the Board's RSAM is now designed to recover a earner's revenue

| shortfall from the Board's annual revenue adequacy determination.24 That shortfall, which is

• calculated as the difference between the return on net investment that a carrier needs to earn in

order to achieve revenue adequacy and the amount that the carrier actually earned, is calculated

I after all taxes have been paid, and thus, is on an "after-tax" basis.25 The revenues to which the

• revenue adequacy shortfall is added, that is, the revenues for all traffic moving at revenue to

variable cost ratios above 1 .80, are before any allowance for taxes, and therefore, arc on a "pre-

V tax" basis An RSAM adjusted by adding an after-tax revenue shortfall will fail to recover

I revenues adequate to overcome the shortfall because the additional revenues will first be subject

to income taxes.

• A simplified example may help to illustrate the mismatch describe above, and the

• resulting need for adjustment Assume a revenue adequacy shortfall of S500 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

I RSAM calculated as 3.00. A ratio of the RSAM to original R/VC would be developed, to allow

revenues to increase by S500 - the amount of the shortfall. What these calculations fail to

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

•

Rate Guidelines - Non-Coal Proceedings, Ex Partc 347 (Sub-No. 2), Notice (Dec. 20, 2007).
23 Simplified Standards at 19-20.

I
24 Id. at 19-20. Prior to this change, the RSAM was designed to allow a earner's revenues to
cover all of its fixed costs. Id at 19 (citing Simplified Guidelines, \ STB 1004,1027 (1996)
25 Specifically, the return on net investment that a carrier needs is calculated by multiplying the

I earner's net 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 earner's net revenues from railway
operations and reduces that amount by Federal and state income tax payments.i

23



I
I
I
I
I
I
I
I
I
I
I
I
I
I
I
I
I
I
I

consider, however, is that such an increase in revenues (particularly without any corresponding

increase in costs) will engender both Federal and state income tax liabilities, which would

prevent the carrier from covering the revenue shortfall. The RSAM, thus calculated, would not

serve the purpose intended by the Board. Accounting for Federal taxes of | percent and state

taxes, which for CSXT average | percent, would leave only |H of the required $500 to cover

the shortfall.

To correct the mismatch between pre-tax revenues combined with an after-tax shortfall,

the revenue adequacy shortfall must be adjusted to provide for the payment of Federal and state

income taxes. The calculation is 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/VO1.80 can be corrected to provide for taxes by dividing the amount by one

minus the tax rate Table 4 below sets tor the calculations and the corrected RSAM to

R/VO1.80 ratio of each of the four years for which the RSAM was determined for this

proceeding

Table 4

2002

2003

2004

2005

Average

Board
RSAM

Mark-up

(1)

286%

292%

292%

300%

292%

Board
R/VC>,ID

(2)

238%

239%

231%

236%

236%

Shortfall
(After-Tax)

C3KD-C2)

48%

53%

61%

64%

56%

Shortfall
(Pro-Tax)

(4)=(3y(l-tax
rate)

78%

86%

99%

104%

91%

Corrected
RSAM

(5H2)+(4)

316%

325%

330%

340%

327%

RSAM/
R/VC>1M

Ratio

(6H5V(2)

1.33

1.36

1.43

1.44

1.38

Source: httD'//investors.csxcom/phoenix./.htmlVc+92932&o=irol-rcportsothcr.
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b 2007 Revenue and Cost Levels

correcting the RSAM, one further adjustment is necessary. Use of cost and revenue

data associated with the movements from the 2002-200S 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 changes and dynamics and railroad cost inflation for the shipment of

chemicals traffic that have occurred throughout the last five-plus years, CSXT adjusted the

revenues and costs of the comparison group traffic to current levels.26 We present two

alternatives for adjusting revenues - one based solely on publicly available information, the

second using current revenue information for chemicals traffic that CSXT produced to DuPont in

discovery - and a set of cost adjustments, based on publicly available data and standard rail

costing approaches.

i. Public Revenue Growth Information

For revenues, CSXT reports in its financial statements, SEC filings, and quarterly

earnings reports revenue information by traffic groups. The relevant group for the issue traffic is

Chemicals. The following table presents the revenues, units, and revenue per unit from those

reports for CSXT Chemicals traffic for each year 2002 through 2007, and the annual percentage

increase and composite increase from each year to 2007.

26 Summancs of rate and revenue data for relevant years for CSXT and other earners are set for
in Appendix 6.
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Table 5

Revenue Re\vnue Annual % Adjustment to
Year (Millions) Units (OOOs) /Unit Increase 2007 Level

2002 $964 542 $1,779 -- 41

2003 $993 544 $1,825 3% 38

2004 $ 1 ,069 564 $ 1 ,895 4% 33

2005 S1.0S8 533 $2,041 8% 23

2006 51,210 528 $2,292 12% 10

2007 51,313 522 52.5 15 10% .00

Source: http://mvcstors.csx.com/phocnix.7htmPc=92932&D=irol-rcportsothcr.

CSXT adjusted the revenues from the 2002-2005 Waybill Sample records included in the

plastics and plastiei/ers comparison groups by the factors in the far right column, based on the

corresponding year.

ii. CSXT 2007 Revenues Produced to DuPont in Discovery

As an alternative to the use of CSXT' s system-wide chemicals revenue growth

experience from 2002 through 2007, we incorporated the actual 2007 revenues for movements

included in the plastics and plasticizcrs comparison groups On December 19, 2007, CSXT

provided the revenue and carload totals by O-D pair, commodity (7-digit STCC), and AAR car

type.27 For those comparison group movements from the 2002-2005 Waybill Samples that also

moved in 2007 - based on a match of the O-D pair, commodity, and whether it moved in a

covered hopper or tank car - CSXT substituted the actual revenue for the adjusted revenue

produced by the CSXT system-wide increases for Chemicals traffic (summari/ed in Table 5

above). For those comparison group records that did not have a corresponding entry in CSXT's

discovery data, we used adjustments described m Section II. D. 1 .b.i, above.

27 See CSXT Second Document Production to DuPont (Dec. 19, 2007) (Highly Confidential 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.
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ill Public Railroad Cost Inflation

The adjusted R/VC ratios for the Waybill Sample moves included in the plastics and

plasticizcrs comparison 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 available information and standard indexing

methods used in Board rate reasonableness proceedings. CSXT's expenses were classified

among seven categories (e.g., wages, materials and supplies) and the corresponding AAR cost

indices were applied to determine an annual cost index for each 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

Year

2002

2003

2004

2005

Adjustment to
2007 Level

1 272

1 225

1 150

1059

Source: CSXT work paper "CSXT 1E3 Index to 2007.XLS".

c. Results

Applying the above revenue and costs adjustments to the plastics comparison group

results in an average R/VC of HF* based on the publicly available revenue growth

information, and ̂ H when revenues are updated from the discovery data for movements that

occurred in 2007. Applying the corrected RSAM and R/VC>isu benchmarks to the 2007-level

<1D

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 tor the plastics comparison group produces an adjusted R/VC of and for the

two revenue growth scenarios, respectively.

For the plasticizcrs companson group, the 2007 revenue and costs adjustments to the

plastics results in an average R/VC of H based on the publicly available revenue growth

information, and ^| when revenues are updated from the discovery data for movements that

occurred in 2007. Applying the corrected RSAM and R/VC>|SO benchmarks to the 2007-lcvcl

R/VCs for this companson group produces an adjusted R/VC of ̂ | and ̂ | for the respective

revenue growth measures.

2. Confidence Interval and Upper Boundary

Once the average adjusted R/VC is developed for each companson 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 below which a rate could not be found unreasonable This is determined

based on the sample size, the standard deviation of the adjusted R/VC ratios, and a statistical

measure "t-statistic" that estimates the 90% confidence interval. See Simplified Standards, at 20-

22. The following table summarizes the results tor each of the plastics and plasticizers

companson groups.
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Table?

RSAM-
ComparlsoD Adjusted Upper

Croup Records R/VC R/VC Boundar>

Publicly Available Chemicals Revenue increases

Plastics < " " • • •
Plasticlzcrs 158 • | |
2007 Actual Revenue Update, where Available
Plastics 688 | | |
Plasticlzcrs 158 • • •

The adjusted R/VC ratios of m and ̂ ^| for the plastics comparison group and

H and ̂ ^| tor the plasticizcrs 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.

III. Other Relevant Evidence

CSXT believes 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 section See supra Section II. CSXT further believes that all of those factors,

adjustments, and analyses are appropriately conducted at the stage of the approach in which the

Board is developing the presumptively reasonable rate, / e.t before the Board considers what it

terms "other relevant evidence." The entire process and analysis described in Section II is

integral to any meaningful calculation of a "presumed maximum [reasonable] rate." See

Simplified Standards at 21 -22.2y While CSXT reserves its right to present other relevant

evidence based upon DuPont's submissions or other developments in these cases, it presently

24 To be clear, CSXT is not saying that the precise comparison group it proposes in this evidence,
or the exact 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, core phase of the process in which the presumptive rate
ceiling is calculated, and not in the second (post-presumption) "other relevant evidence" phase.
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believes that if the Board follows the entire process and analysis described in Section II before it

considers "other relevant evidence," such other evidence does not appear to be necessary in these

cases.

CSXT recognizes that it might be argued that some of the evidence presented in Section

II should be considered as "other relevant evidence." CSXT would disagree with such an

argument, of course, and will respond to any such argument if it is made. Even if the Board were

to conclude that any clement of the Section 11 process should be considered as "other relevant

evidence," however, the quantified effect 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 Section II.D.l.b. When that demonstrated quantitative effect is

applied to the maximum reasonable rate (/ e 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.30 See id The RSAM must be adjusted to allow for a consistent and coherent treatment of

the effect of taxes Whether that adjustment is labeled "RSAM adjustment evidence" or "other

relevant evidence," or something else, should make no difference - in all events, the effect

should be the same.

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

in Section II be considered "other relevant evidence," CSXT hereby incorporates to this Section

30 It is difficult to envision any serious or logical argument that an adjustment to correct the
RSAM should be conducted after the (incorrect) RSAM is applied to adjust comparison group
R/VC ratios. Nonetheless, CSXT uses this example to illustrate the basic point that, once the
quantitative effect of a factor on the maximum reasonable rate has been demonstrated, the effect
of application of that factor should be the same regardless of how it is labeled or in which phase
of the rate reasonable analysis it is applied.
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III those elements, analysis and evidence - including their quantified effect on the maximum

reasonable ratc(s) for the issue traffic.

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

G.Pat
Paul A. Hcmmcrsbaugh
Matthew Warren
Debbie J. Kim
SIDLEY AuS'i IN LLP
1501 K Street, NW
Washington, DC 20005
(202) 736-8000
(202) 736-8711 (fax)

Counsel to CSX Transportation, Inc.

Dated: February 4,2008
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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.
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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.
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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

El du Pont de Nemours and Company v CSX Transportation

Verification and Statement of Qualifications of Bcnton V. Fisher

Benton V. Fisher is a Senior Managing Director at FT1 Consulting, Inc., an economic and

financial consulting firm with offices located at 1101 1C Street, NW, Washington, DC 20005.

Since 1991, Mr Fisher has been involved in various aspects of transportation consulting

including economic studies involving costs and revenues, traffic and operating analyses, and

work with performance measurement 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 Klick, Kent & Allen, Inc., which was acquired by FTI Consulting, Inc in 1998.

While with the firm Mr. Fisher has performed numerous analyses for and assisted in the

preparation of expert testimony related to merger applications, rate reasonableness proceedings,

contract disputes, and other regulatory costing issues before the Interstate Commerce

Commission, Surface Transportation Board, Federal Energy Regulatory Commission, Postal

Rate Commission, Federal Court, and State Utility Commissions.

Mr. Fisher is sponsoring portions of the testimony presented in Part 11 of the foregoing Opening

Evidence of CSX Transportation, Inc. Mr. Fisher 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.
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I declare under penalty of perjury that the foregoing is true and correct. I further certify that I am

qualified and authorized to sponsor and file this testimony.

Executed on February ,2008
Benlon V. Fisher

I
I
I
I
I
I
I
I
I
I
I



I
I
I
I
I
I
I
I
I
I
I
I
I
I
I
I
I
I
I

Appendix 5

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 Bachelor 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. While with KK&A and FTI, Mr. Baranowski has conducted

a wide range of studies 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.
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I declare under penalty of perjury that the foregoing is true and correct. I further certify that I am

qualified and authorized to sponsor and file this testimony.

Executed on February w? . 2008
_ m<v^^^^^ m—*—~^F—w—^T—*"" ^
• Michael R. Baranowski
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BEFORE THE
SURFACE TRANSPORTATION BOARD

E.I. DUPONT DE NEMOURS AND COMPANY )

Complainant* )

v. ) Docket No. NOR 42099

J
CSX TRANSPORTATION, INC. )

Defendant. )

VERIFICATION AND STATEMENT OF QUALIFICATIONS
RICHARD L.KARN

My name is Richard L. Karn. I am the Director of Marketing - Chemicals Division of

CSX Transportation, Inc., and have been in this position for four years. Our offices are located

at 500 Water Street, Jacksonville, Florida 32202.

I am sponsoring portions of testimony presented in Parts 1. A and II of the foregoing

Opening Evidence of CSX Transportation, Inc. I have read the testimony set forth in those

sections, and the statements contained therein are true and correct to the best of my knowledge,

information, and belief.

I declare under penalty of perjury that the foregoing is true and correct. Further, I certify

that I am qualified and authorized to file this testimony.

Executed on this 31st day of January, 2008.

S^? \S' /wt^u y % f^. —
Richard L. Kam
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CSX Corporation
CONSOLIDATED STATEMENT OF EARNINGS

(Dollars in Millions, Except Per Share Amounts)

l
I
I
l
I
l

Surface Revenue
Transportation Expense

Labor and Fnnge
Matenals, Supplies and Other

Fuel
Depreciation

Equipment and Other Rents

Inland Transportation
Gam on Insurance Recoveries (Note a)

Total Expense

Surface Transportation Operating Income

Other Operating Income
Consolidated Consolidated Operating Income

Other Income - Net

Interest Expense
Earnings From Continuing Operations

Before Income Taxes

Income Tax Expense (Note b)
Earnings from Continuing Operations

Discontinued Operations (Note c)
Net Earnings

Earnings Per Net Earnings Per Share, Assuming Dilution:
Common Share From Continuing Operations

Discontinued Operations
Net Earnings

Average Diluted Common Shares
Outstanding (Thousands)

Cash Dividends Paid Per Common Share

(Unaudited)
Quarters Ended

Dec. 28,

$

$

$

2007
2,577

759

467

357

220

110

63

(8)

1,968

609

_

609

76

(115)

570

(205)

365

-

365

O.86

-

Dec 29
2006

$ 2,396

753
496

271

216

121

61

(27)

1,891

505

2

507

62

(99)

470

(123)

347

.

$ 347

$ 0.75
-

f Change
$ 181

(6)

29

(86)

(4)
11

(2)

(19)

(77)

104

(2)

102

34

(16)

100

(82)

18

-

$ 18

$ 0.11

-

(Unaudited) l
Years Ended '

Dec. 28,
2007

$ 10,030

2,978
2,040
1,210

882

456
240

(27)
7,779

2,251

5

2,256

93

(417)

1,932

(706)

1,226

110
$ 1,336

$ 2.74

0.25

Dec 29
2006

$ 9,566

2,922
1,964

1,112

856

512
242

(168)

7,440

2,126

12

2,138

95

(392)

1,841

(531)

1,310

.

$ 1,310

$ 2.82
-

$ Change
$ 464

(56)

(76)

(98)

(26)

56

2

(141)

(339)
125

- (7)

118

(2)

(25)

91

(175)

(84)

110
$ 26

$ (0 08)
0.25

$ 0.86 $ 0.75 $ 0.11

425,475 463,524

$ 0.15 $ 0 10

$ 2.99 $ 2.82 $ 0.17

448,280 465,934

$ 0.54 $ 033

See accompanying Notes to Consolidated Financial Statements on page 7.
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CSX Corporation

SURFACE TRANSPORTATION VOLUME AND REVENUE (Unaudited)

Volume (Thousands); Revenue (Dollars'!n~Mill/tins);'Revenue Per Unit (Dollars)

Quarters Ended December 28, 2007 and December 29, 2006

Chemicals

Emerging Markets
1 Forest Products

Agricultural Products

Metals

Phosphates and Fertilizers

Food and Consumer

Total Merchandise

Coal

Coke and Iron Ore

Total Coal

Automotive

Othor

Total Rail

International

Domestic

Other

Total Intermodal

Total Surface Transportation

Chemicals

Emerging Markets

Forest Products

Agricultural Products

Metals
Phosphates and Fertilizers

Food and Consumer

Total Merchandise

Coal

Coke and Iron Ore

Total Coal

Automotive

Other

Total Rail

International

Domestic

Other

Total Intermodal

Total Surface Transportation

2007

125

115

81
109

79

92

49

650

447
22

469

109

.

1,228

260

273
-

533

1,761

Volume

2006

126

123

95

103
84

87

57

675

445

26

471

112

-

1,258

315

237

-

552

1,810

% Change

(1) *>
(7)

(IS)

6

(6)
6

(14)

(4)

0

(IS)

(0)

(3)

.

(2)

(17)
IS

-

(3)

(3) %

2O07

$ 333
147

169
226

163

111

106

1,255

654

29
683

215

66

2,219

123
227

8

358

* 2,577

Revenue

2006

$ 297
138

188
184

160

89
116

1,172

574
30

604

210

52
2,038

142
204

12

358

$ 2,396

Revenue Per Unit

% Change
12 % $
7

(JO)
23

2

25

(9)

7

14

(3)
13

2

27
9

(13)
11

(33)
-

8 % f

2007

2,664

1,278

2,086

2,073

2,063

1,207
2,163

1,931

1,463
1,318

1,456

1,972

-

1,807

473
832

-

672

1,463

2006

$ 2,357

1,122
1,979
1,786
1,905
1,023
2,035

"1,736

1,290
1,154
1,282

1,875

-

1.620

451

861
-

649

$ 1,324

% Change

13 %
14
S

16

8

18

6
11

13
14
14

S

-

12

5

(3)
-

4

11 %

Years Ended December 28, 2007 and December 29, 2006

2OO7

522

491

352

410

355

362

212

2,704

1,771

91

1,862

439

-

5,005

1,132

979
-

2,111

7,116

Volume

2006

528
524
404

397
364
362

245

2,824

1,798

94

1,892

463

-

5,179

1,281
898

-

2,179

7,358

% Change

(1) %
W

(13)
3

(2)
-

(13)

(4)

(2)

(3)

(2)

(S)

-

(3)

(12)

9
-

(3)

(3) %

2O07

$ 1,313

605

722
786
702

421

441

4,990

2,483

120
2,603

839

242

8,674

525

807
24

1,356

$ 10,030

Revenue

2006

$ 1,210
580
773

681
673
354
477

4,748

2,259

119

2,378

847

181

8,154

580
786

46

1,412

$ 9,566

% Change

9 % $
4

(7)

IS
4

19

(8)

S

10
1
9

(1)

34

6

(9)
3

(48)

(4)

S % $

2007

2,515
1,232

2,051

1,917
1,977

1,163

2,080

1,845

1,402

1,319
1,398

1,911

-

1,733

464

824

-

642

1,409

Revenue Per

2006

$ 2,292

1,107

1,913
1,715
1,849

978

1,947
1,681

1,256
1,266
1,257

1,829

-

1,574

453

875

-

648

$ 1,300

Unit

% Change

10 %
11
7

12
7

19
7

10

12

4

11

4

-

10

2

(6)
-

(1)

8 %

Appendix 6 - Page 3



I
I
I
I
I
I
I
I
I
I
I
I
I
I
I
I
I
I
I

CSX Corporation
SURFACE TRANSPORTATION VOLUME AND REVENUE (Unaudited)
Volume (Thousands), Revenue (Dollars In Millions); Revenue Per Unit (Dollars)

Quarters Ended September 28,2007 and September 29,2006

Chemicals

Emerging Markets

Forest Products

Agricultural Products

Metals

PhospnatesandFertUlzers

Food and Consumer

Total HercfundiM

Coal

Coke and Iron Ore

Total Coal

Automotive

Other

Total Rail

International

Domestic

Other

Total lalenMMM

Total Surface Transportation

2007

130
128
87

101
09
89
52

676

441
24

465

102

1,243

260
250

530

1,773

Volume

2006

133

133

100

102

91

93

61

713

451

24

475

100

1,288

338
226

564

1,052

%cnanoe

W

(13)

(1)
(2)

(4)

(15)

(5)

(2)

(2)

2

(3)

(1?)

11

(6)

W*

2007

* 336

157

182

1*0
161

100

112

1,258

619

M

649

198

89

2,164

202

337

* 2,501

Revenue

2006

* 313

150

200

176

176

82

123

1,220

571

31

602

1B3

49
2,054

158

198

8
364

S 2,418

%Change

5

(9)
8
3

22
(9)

3

8

(3)

8

8

20

5

(18)

2

(25)
(7)

3 %

2007

8 2,585
1,227

2,092

1,881

2 )̂34

1,124

2,154

1,861

1,404

1,250

1,308

1.841

1,741

481

808

636

* MM

Nine Months ended September 28, 2007 and September 29. 2006

Volume Revenue

aerials
Emerging Markets

Forest Products

Agricultural Product!

Metals

Phosphates and Fertilizers

Food and Consumer

Total Morelwndlaa

Coal

Coke and Iran Ore
Total Coal

Automotive

Other

Total Rail

International

Donestk
Other

Total Intemodal

Total Surface Transportation

2007

387
376
271
301
276
270
163

2,054

1,324

69

1.393

aw

3,777

872
706

1,578

5,355

2006

402

309

294

280

27S

IBS

2,149

1,353

68
1,421

351

3,921

966

661

1,627

5,548

% Change

W

2

(1)
(2)

(13)
(4)

(2)
I

(2)

(6)

(4)

(10)
7

(3)

(3)%

2007

» 980

458

553

560

539

310

335

3,715

1,829

61

1,920

624

176

6,455

482

580
16

948

* 7,453

2006

( 913

442

585

497

513

26S

361

3376

1,68$

89

1,774

637

129

6,116

439

582

34

1,054

$ 7,170

% Change

7 %

4

(5)

13

5
17

(7)

4

9

2

8

(2)

36

6

(53)

(5)

4 %

2007

* 2.469

1,216
2,041

1,660

1,953

1,148

2,055

1,618

1,361

1,319
1,378

1,891

1,709

' 461

822

632

* 1,392

Revenue Per Urft

2006 K

$ 2,353

1,128

2,000

1,725

1,934

002

2.0IC

1,711

1,266

1,292

U67

1,830

1,595

467

876

645

S 1.306

Revenue Per Unit

•Change

10 %
9

5

9
S

27
7

9

11
(3}

10

6

9

(1)
(8)

(1)

« au
TD

2006 *Change

$ 2,271

1,102

, 1,893

1,690

1,632

964

1,920
1464

1.245

1.309

U48

1,815

1,560

453

on

648

S 1.292

11

8
10
7

19
7
9

11
i

10

4

10

2

(7)

(2)

v TW
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C^^CSXCOBPOWmON J

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

JACKSONVILLE, Ph., January 24, 2006 -CSX Corporation (NYSE. CSX) today reported fora*
qnuter 2005 net earnings of S237 million, or S 1 03 pa share, a 45 percent noose in earnings per shoe
from continuing operations versus die same quartr in 2004

tSX delivered mother quarter of strong perfbnnancc in our Swface Tnuuporiihon bnsineaes,11

said Michael I Ward, CSX Corporation cbairmin and chief executive officer "Our operations team »
gaining traction m necanng the ONIi Plan, even while re-consoucong ow storm-damaged infrastructure oa
the Golf Coast"

Tlic company's net earnings were driven by stronger Surface Transportation ofwnung income,
higher real estate sales and lowsr interest expense Surface Transportation, which includes nil and
inlermodat operations, achieved1

• iheeiglah consecutive qaaiteruTlKHhRvtnuBandopenbng income growth;
• revenue of 52.2 bllun, which represents a quarterly record for OK company,
• iccoid fburm-quvfer operating income of S4I5 million, Up32 percent from the aame period last

year, and
• an openting ratio of 81 3 percent, an npiuvenKDl of 4 J points from the cam quarter but year.

"We ewer 2006 w«h a strong rntudatnii, an economic envnonineni lhat fivon nil traniponation,
and momenhim behind our key strategics," Ward said, "hi addition, we are on schedule with our capacity
expansion plan to farther drive value for ow customs and sharehoUets"

CSX executives will provide additional perspective on the quaneriy results in us earnings
conference call, beginning at 1 1 a m Eastern Time today Ihose interested in parbcipatmg may dial 866-
2*8-8494 and ask for the CSX earnings call Pameipanis should dial m 10 minutes pnor to the call. Alive
webcast and presentation materials will also be available on the company's website at WOT «x coin In the
Investon section

In addition, detailed financial mformaiion is contained in the CSX Quarterly Flash document, which
is also posted on the website and furnished on Form 8-K with the Sccunties and Exchange Commission

CSX Corporation, based in Jacksonville, Fit, is one of the leading tnuupottation companies,
providing nil. miermoda' and rail-to-truck tnnslnad services The company's iraniponation network spans
22,000 nul«, widi scrnce to 23 eastern states and Cie Utsinct of CoJumba, and connects to more than 70
ocean, nver and lake pom. More mfbnnation about CSX Conjuration and ils subsidianes B available at the
company's website, WWW.CHJQIII.

•••••••««*

sHomgi apaaa.orofarjuiaiaalimtt.
'pivii^^

.'' 'exptet.
' "profta."

ii^vrMAta^fa^iipftarttCMyx^
ay aker fonentfalaQ iHcmnttt

iMnA<r^nibad
aitmMM Fatten thai nay toast anualrmfy to dtfif

HfpfBMM^^>bi«WqrwnamirfniiidMu^cft^
mctuduif Hate tfcaoR rtf rail ntairy ( acb a the iofa.1 of imtalry f.vfyetinm,ajiiditlons,pafonmeeand

Otk# aperient axaoiftiuu ad fixm tut cviti

winrite. far and AeComifrw'i website ai \
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CSX Corporation
SURFACE TRANSPORTATION VOLUME AND REVENUE (Unaudited)
Volume (Thousands); Revenue (Dollars in Millions); Revenue Per Unit (Mian)

Quarters Ended December 29,2006, and December 30,2005
Volume Revenue Revenue Per Unit

Chemicals
Emerging Markets
Forest Products
Agricultural Products
Metals
Phosphates and FertlBzers
Food and Consumer

Total Merchandise

Coal
Coke and Iron Ore

Total Cod
Automotive

Other
Total RaB

International
Domestic
Other

Total Intennodal

Total Surface Transportation

2006
126
123
95

103
84
*7
57

675

445
26

471

111

-
1,258

315
237

552

1,810

2005
127
122
L06
90
BB
99
61

693

4Z9
21

450

125

1,268

310
240

550

1,818

% Change

W*
J

(10)
14
(S)

(12)
(7)
(3)

4
24
5

(10)

(1)

2
(1)

-

- %

2006
* 297

138
188
184
160
89

116
1,172

574
30

604

210

52
2,038

142
204
12

358

4 2,396

2005
S 274

124
183
147
150
87

US
1,080

500
21

521

225

27
1,853

138
217
11

366

$2,219

% Change
a %

11
3

25
7
2
1
9

35
43
16

(7)

93
10

3
(6)
9

(2)

8 %

Vears Ended December 29, 2006, and December 30, 2005
volume Revenue

Chemicals
Emerging Markets
Forest Products
Agricultural Products
Metals
Phosphates and Fertilizers
Food and Consumer

Total Merchandise

Coal
Coke and Iron Ore

Total Coal

Automotive

Other
Total RaO

International
Domestic
Other

Total Intermodal

Total Smface Transportation

2006
528
524
404
397
364
362
245

2*24

l,/98
94

1,892

463

5,179

1,281
898

2,179

7,358

2005
533
SOS
439
357
361
444
249

2,888

1,726
83

1,809

488

5.185

1,274
891

2,165

7^50

H Change

W*
4

18)
11
1

(18)
(21
(2)

4
13
S

(S)

•

1
1

1
- %

2006
* 1,210

580
773
681
673
354

. 477
4,748

2,259
119

2,378

847

181
8,154

580
786
46

1,412

$ 9,566

2005
* 1,089

513
717
550
570
351
438

4,228

1,992
88

2,080

844

104
7,256

545
766
51

1,362

$ 8,618

% Change
11 %
13
8

24
18
1
9

12

13
35
14

74
12

6
3

(10)
4

11 %

2006
* 2,357

1,122
1,979
1,786
1,905
1,023
2,035
1,736

1,290
1,154
1,282

1,875

1,620

451
861

649

$ 1,324

2005
$ 2,157

1,016
1,726
1,633
1,705

879
1,885
1,556

1,166
1,000
1,158

1,800

1/461

44S
904

665

» 1,221

* Change
9 %

10
IS
9

12
16 .
8

11

11
15
11

4 ,

11

1
(5)

(2)

8 %

Revenue Per Unit
2006

* 2,292
1,107
1,913
1,715
1,849

978
1,947

1,681

1,256

U66
1,257

1,829

1,574

453
875

648

* 1,300

2005
$2,043

1,016
1,633
1,541
1,579

791
1,759
1,464

1,154
1,060
1,150

1,730

1,399

428
860

629

$ 1,173

tt Change
12 %
9

17
11
17
24
11
15

9
19
9

6

13

6
2

3

11 %
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CSX Corporation and Subgdfanes Quarterly Flesh

SURFACE TRANSPORTATION TRAFFIC AND REVENUE

Voftflne (Thousands); Revenue (Ootera m MWrwisj, Revenue Per Unrf paters}

V«*ime

Fourth Quarter

HaRhandlso

Praepturtaa and Ferttzars

Mrtab

Fomal Products

Food and Consumer

Agrcutunl Producla

Chomlcola

Emerging Markets

Total HaidundlM

Autoawthro

Coal. Coka end Iron Ora

Coal

Coke and Iron Ora

Total Coal. Coko and Iron On

OB»r

Total RaB

Domoitlc

Intamabonal

Oiher

Total Intarmodal

Total Surface TmnspoftaHon

Ye*

MercnandlBO

Phosphates and FerUiars

Maiate

Form Products

Food and Consumer

AgncuHural Products

Chamlcaia

Emoting Marinta

Total MtrehandlH

A«tonWtfVO

Coal Coka and Iran Ora

Coal

Coko and Iron Ora

Total Coal, Coko and Iron Ora

Othar

Total IUI

Intarmodal

DomeaBc

Momatonai

Other

Total HofTnodai

Total Surface TtansportalloH

. nwtrts
2095

W

88

196

C1

10

127

12Z

513

125

4ZI

21
458

1.269

249
310

550
1,818

SaWeafca )

3005

444

381

439

249

357

633
505

2^88

488

1,726

83

1408

5,185

691

1.274

2.165

7,350

HHBfikS

20M

123

96

121

66

93
146

13<

779

135

440

20

460

1.374

266
341

609
1,883

Volume

aWaala

2004

471
380

465

245

356
564

508
2.967

507

1.659

71

1730

S.224

1.028

1.278

2.306

7.530

KCtange

(26) %

m
m

m

(3)
5

^

(B)

tlffi

{101
<8J X

XCtumge

W %

&

2

(3)

H

4
17
S

(1)

"*

W
(2) X

2085

< 87

158

189

115

147

274

124

1.089

225

SOD

21

521

27

1.653

205

122

36

386
8 2£19

52«eak«

2005

$ 351

570

717

438

559

1.069

513

4,226

844

1,992

68

2460

164

7,256

738

489

125

1482

1 8.618

Revenue

14 Weeks

2004

S 89

138

165

105

137

283

138

1475

228

460

18

478

20

1.601

220

133

26

379
82.160

Revenue

2004

5 341

511

681

377

512

1.069

504

3.995

835

1.714

66

1.760

64

6,694

795

501

50

1.348

$8,040

Revenue Per UnH

XCnang*

ft) %
9
m
m

7

(3)

0

W

9

17

9

35

3

ft
IB)
46

0)
2 X

13 waste
2805

S 070

1,705

1.716

1,885

1433

2,157

1.818

1,858

1.600

1,118

1.158

*

1481

658
394

6H
1 1421

14Woafce

2004

$ 724
1438
1420
1491
1.473
1438
1430
1.350

1469

1.045
MO

1.039

U11

821
390

622
8 1.099

ttCnanao

21 X
19
19
n
11
11
m
it
7

12

11
11

11

5

1

7
11 X

Revenue PtrUntt

KCflanga

3 X
12
5

16
7

2

6

I

16
33
17

24
9

Pt

ISO
1
7 X

52Weeka

2005

5 791
1,579
1,833
1.759
1.541

1.016
1.484

1,739

1.154
1.N8
1.158

1.399

628
392

829

$ 1.173

2004

S 724
1.345
1.466
',539
1.438
1,895

996
1,337

1447

1433
930

1429

1.281

773

3B2

584
$1468

XCta

9 X
17
11
14
7
8
Z
9

5

12
14
12

9

7

0

10 X
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CSX Corporation nd Subsidiaries Quarterly Flask

SURFACE TRANSPORTATION TRAFFIC AND REVENUt
Volume (Tkmamds), Revenue (Dollm m MUnna), Revente Per Unit (Dollars)

1
Fouitb Owner VohiK

Mmhudbo
PhotphuEi nd Fertluni
Mettb
feral Pndueii
FoodMdConiunn
ApKukml Products
Cbemcds
Enwfiinf Morkcti

Aotonotivc

Cod, Coke tod Iron Ore
Cod
Coke and Inn OK

Olhor
Total Rifl

Wcnwdd
Domestic

Ofer
Total Wcrnudd
Total Svrhet TrusportatlM

Merchtndte
PtKKphMi ood Fenikzen
Haute
Forest taken
Food and Consumer
Agncolhml Predict*
Chemicdi
Emergmg Mufcet*

Cod. Col* *Nl Iron OR
Coil
Coke nd Iron Ore

Otter
Total Rii

iMrmodal
DomeBie
hLeradinul
OdKT

Total lafenMdil
Total Soriicc TruuporutiM

2M5

W
1H
61
N

127
m
693

125

429
21

450

1,261)

240
310

SSI
1.MB

I
2005

444
361
439
249
357
533
SOS

2,888

488

1,726
83

1,H9

3,185

(91
1.174

2.165
7J50

X04 1

115
90

112
62
88

137
128
732

130

417
19

436

1,198

255
323

578
1876

YevVohnc
2004 \

463
374
4*6
24]
351
555
SCO

2,940

502

1.636
70

1.706

5.148

1.014
Ubl

IJ^S
7,423

*Ctowr

114) %
(2)
ft)

2
(7)
(Si
(51

M

3
U
3

<2)

ffl

(V
(J) K

iCAaqge

14) «

f»
j
2

(41
1

'3)

6
19
6

1

(12)
1

(S)
tl) It

13 Weeks
Fourth Quitter Revenue

2N5

» 87
150
183
115
147
274
124

225

SOB
21

521
27

1453

266
122
38

366
S 2JI9

2005

1 Ul
570
717
438
550

513

844

88
2.MO

1M
74M

738

125
!Jt!

* Mil

2004 %

S 83
129
173
99

129
266
•31

1,010

218

438
17

4S5
20

1.703

208
126
26

360
S 2,063

52 Weeks
Yev Revenue

2004 fc

S ijJ
502
MS
371
504

'.052
497

3,930

B25

1,692
65

1.757
14

6,546

783
49*
50

IJS7
S 7.923

Oaigf

5 K
16
6

16
14
3
at
7

3

14
24
15
33
9

W
di
46
2
1 %

1
FouA Qurler Revnoe Per Unit

2005

S 879
1,705
1,726
IMS
IJK3
2,157
I.II6
1451

1J800

1,166
I.WO
M98

1,461

I5B
394

6fS
S 1,221

2004 *C

S 722
.433

1.543
1.597
1,466
1,942
1.023

1.677

1,050
395

1,044

U12

816
390

623
S 1.100

Year Remne Per Una

Ckmgf

S *»
14

If
9
4
3
t

2

19
35

24
10

(6)
I

ISO
J
9 5£

2MS

S 791
1,579
1,633
1,759

1,043
IJ16
1.4M

1,730

1.154
1̂ «
1,150

1499

828
392

629
S 1,173

2004 KC

( 724
1341
1/67
1.539
1.436
1^95

994
1,337

I £43

1,034
929

1JDJO

1^8'

772
392

59)
I 3,067

haw

2! %
19
12
It
11
II
(I)
n

i

n
12
II

If

5

7

II M

1
'taunt

A *|r

IS
II
14
7
*
2
9

5

12
14
12

9

7

S
10 %
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by courier and by first class mail, postage prepaid on the following:

• Nicholas J. DiMichael
Jeffrey O. Moreno

I Thompson Hinc LLP
l920NSt.,NW
Suite 800
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