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)
CSX TRANSPORTATION, INC. )
)
Defendant. )
)

OPENING EVIDENCE OF CSX TRANSPORTATION, INC.

I. Introduction, Summary, and Argument

Defendant CSX Transportation. Inc. (*CSXT™) hereby submuts 1ts Opening Evidence and
Argument in Docket No. NOR 42100. The Complaint filed by E.I. DuPont De Nemours and
Company (“DuPont”) 1n 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DuPont on August 21, 2007, under the now-superseded “Simplified Guidelines™ that were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 1n Simplified Standards for Rail

Rate Cases, STB Ex Parte No. 646 (Sub-No. 1) (“Simplified Standards™) (Sept. 5, 2007)."

I 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, CSX Transportation, inc. v.



DuPont filed an Amended Complaint challenging the ratcs under the Three Benchmark approach
of the Simplified Standards. on October 30. 2007 (the “Amended Complaint”).

A. Introduction and Background

This casc — and its two companions in STB Docket Nos NOR 42099 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 onc of CSXT"s largest customers, shipping thousands of carloads of a variety of
commodities in Iiterally hundreds of “traffic lanes™ (i.e , Origin-Destination, or “O-D" pairs),
gencrating annual freight revenues of approximately $50 mullion. Morcover. DuPont has for
many years (beginning in the 1980s) moved its traffic on CSX'1 under an omnibus, privately
negotiated transportation contract (the “Master Contract™) which covered the several hundred
lanes over which DuPont traffic moves on the CSXT network. Over the years, DuPont and
CSXT rencgotiated the terms of that Master Contract scveral times as rencwals came duc, and
amended it as new facilities or movements were added to the arrangement. The Master Contract
was a complex document that covercd 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
number of other items. Moreover, given the scope of DuPont’s operations and the complexity of

dealings under the Master Contract. DuPont insisted on administering it including initiating

STB, 07-1369, and that appeal remains pending. 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.



amendments and peniodic updates of its terms and conditions.? In short, DuPont — a worldwide
company with more than $27 billion in annual revenues and 60,000 employees® — is an extremely
sophisticated and valued customer of CSXT. The traffic covered by this Complaint and 1ts two
companions arc simply small component parts of a far larger dispute between the partics
repgarding hundreds of lanes of traffic long governed by a complex, integrated Master Contract.
In 2007, when the parties were unable to rcach agreement on a renewal of their ommibus
Master Contract, CSXT provided commercially reasonablc rates for traffic that had moved under
the “Master Contract”. Although CSXT is constrainced by conlidentiality restrictions from
detailing the specifics of the failed negotiations, the Board should be aware that there is much
more to these Complaints than mects the eyc  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 1o leverage a more favorable resolution of
its much larger dispute with CSXT, which includes a large number of lanes and rates, as well as
other matters.® As the Board reiterated in a decision issucd 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
to disaggregatc a large claim into a number of smaller claims.” E I DuPont de Nemours & Co
v CSX Transp., 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

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

3 See hup://www2.dupont.com/Qur_Company/en_US/glance/index.html.

* As CSXT has repeatedly advised DuPont, 1t remains prepared to negotiate in good faith in
pursuit of a new contract between the parties that would cover the Complaint tratYic, should
DuPont be interested in doing so.



to prevent these cases from going {forward — despite the lact that they hardly constitute a “truly
small case™ for a “smalil shipper™ — CSXT belicves it is important that the Board understand the
context in which they have arisen.?

How and why DuPont selected for challenge the movements in the instant Complaint. as
well as the Plastics/Plasticizers and Nitrobenzene movements in Docket Nos. 42099 and 42101,
out of the dozens of commoditics moving in hundreds of traffic lanes in which CSXT transports
DuPont’s traffic, is nowhere cxplaincd 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 in a few specific traflic lanes in order to leverage
down rates on all of its traffic. Nor should the Board allow this to be just the “first wavc” of a
senes of complaints disaggrepating the partics’ larger dispute regarding their overall commercial
rclationship and hundreds of lanes of traffic. Certainly any attempt by 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.

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 Private Price Quotes (“PPQs” of “PPLs™), both of which were
cstablished when the parties® longstanding omnibus contract expired. Other railroads continue to
have omnibus contracts with DuPont and CSXT's interline traffic with those carriers remains
subject to those contracts CSXT notes that the partics may disagree as to whether some or all of
the PPQs covering DuPont’s non-issuc traffic arc contracts or common carrier rates. Although
the Board dccided earlier in this case that, based on all of the surrounding evidence and
circumstanccs, the specific PPQs covering the 1ssue movements were common carrier rates (at
lcast with respect to the issue movements), that decision is confined to 1ts narrow specific facts
and context. and the Board has made no general determination that CSXT’s PPQs are not
contracts. See STB Docket No. 42099 et al., Decision at 5-6 & n.3 (Dcc. 20, 2007);
Interpretation of the Term “Contract” in 49 U.S.C. 10709, STB Ex Parte No. 669 (pending
rulemaking procceding).



B. Summary of Argument

The instant Complaint purports to challenge the rates for thrce scparate movements of
the TIH hazmat Chlorine (STCC 2812815) between Niagara Falls, New York on the one hand,
and Ncw Johnsonwville, Tennessec. and Carncys Point, New Jersey on the other; as wcll as
between Natrium, West Virgima, and New Johnsonville, Tennessee. CSXT submuts 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 *“Threc-Benchmark™ methodology. The Board’s January 22, 2008
decision 1n these proccedings appropriately affirmed that the total amount of relief potentially
available to DuPont 1s limited to $1 mullion over a 5-ycar period, and that ceiling may imposc
some limit on the numbcr of movements that complainants seek to bundle. See STB Docket No.
42099 et al., Decision at 3-4 (Jan. 22, 2008). CSXT believes that 1t is fundamentally
inappropniate for it to have to defend the rates on three separate movements 1n this single
Complaint, and that DuPont has stepped outside the bounds of the purposes behind the Three
Benchmark methodology by filing three Complaints covering a total of seven different sets of
movements, all of which arc simply disaggregated component parts of a larger disputc.
Howecver, because 1t is mindful of the Board’s repeated urgings that these cases be handled
cxpeditiously, CSXT is tendering its Opening Evidence and Argument with respect to all three
movements 11 DuPont's Amended Complaint rather than asking the Board to dismiss this
Complaint outnght.

1. Chlorine

Chlorine (STCC 2812815) is a highly dangerous chemical that is classified as a Poison
Gas (Hazard Class 2.3) in the DOT Hazardous Matenals regulations. 49 CF R. § 172.101. Itis
poisonous by inhalation, and 1s somectimes referred to as a “Poison Inhalation Hazard” (“PIH™) or

as a “Toxic Inhalation Hazard” (“TIH"). It is a diatomic chcmical gas that 1s pressunzed and



cooled 1o change it into liquid form for shipping and storage. If liquid chlorine escapes or 15
released into the air, it quickly changes back to a gas, which is heavier than air and therefore
stays closc to the ground. spreading {rom the point of releasc. Although chlorine itsclf is not
flammable, it is a very strong oxidizer and can react explosively with flammable materials.
Chlorine has numerous industrial applications - for example, as a bleach in the manufacture of
paper and cloth, and in the manufacture of pesticides, rubber, and solvents. Chlorine is used in
the sanitation process for industrial waste and sewage, as well as for killing bacteria in drinking
water and swimming pool water. See generallyv, Dep’t of Health & Human Servs., Ctrs. for
Disecasc Control & Prevention, Chemical Emergencics — Facts About Chlorine (Mar. 18, 2003),

available at htip://www bt.cdc.gov/agent/chlorine/basics/facts asp. Sodium Hypochlorite

(NaOCl), a non-gaseous bleach product that contains the Chlorine atom but is far safer to
transport, can also be used for these public health purposcs.

In selecting its proposed sct of comparable traffic movements for chlorine, CSXT has
fully considered the transportation characteristics suggested by the Board in 1ts Simplified
Standards decision. However, unlike the other commodities in these closcly linked cascs,
chlorine does not present markctplace considerations that can be said to render it comparable to
other commodities.® Similarity in car ownership, lading weight, length of movement, value of
the commodity, competition, traffic densities, and other "transportation characteristics" that are
not related to risk fade to near irrelevance when it comes to moving this compressed poisonous
gas over hundreds of miles

Tragic accidents in Macdona. Texas, Graniteville, South Carolina. and elsewhere have

underscored the seriousness of the chlorine transportation risk. Any rail carrier that is forced by

¢ See Appendices 4-5 to this opening evidence, mnfra.



a shipper 1o transport chlorine litcrally risks ruinous liability. No amount of insurance can (ully
protect a rail carrier from that nisk. and no freight rate can compensate CSXT for the huge risk it
must involuntarily bear, as a result of 1ts common carrier obligation.

Transporting chlorine is an obligation — not an opportunity. While plastics, plasticizers,
and nitrobenzene represent commercial business opportunitics that CSXT attempts to win ina
competitive marketplace, chlorine represents a legally-imposed burden that CSXT would greatly
prefer to avoid. Accordingly, comparisons simply should not be made between chlorine
movements and movements of any other commodity.

At CSXT, chlorinc transportation pricing is driven primarily by risk avoidance and
mitigation considerations, not by profit maximization considcrations. Thus, CSXT has been
working to adjust rates on chlorine movements to discourage long-haul movements of chlorine,
and to create incentives for users of chlorine to source their supplies — if they insist on shipping
the product — from closer sources. Legacy contracts, commercial relationships involving other
products, together with CSXT's desire to give shippers and receivers an opportunity to adjust
have impeded the complete implementation of that strategy, but CSXT will continue to take
steps to encourage chlorine shippers to act prudently in their sourcing decisions.

For these reasons, CSXT is proposing as its sct of comparable movements in this case,
comprised solely of chlorine movements. Those movemecnts alone are properly viewed as
comparablc to the issue movements. The overwhelming majority of those movements originate
in Niagara Falls, New York, or Natrium, West Virginia, the two origins for the issuc movements.
They follow similar routes and pass through many of the same High Threat Urban Areas. To the
extent they follow the same routes, they are switched in the same yards, and move over the same

track using the same train operations and signal systems. In short, the nsk profiles for thesc



movements are similar, and risk is the most important factor to consider in identifying
movements that are comparable to the issuc movements of chlorine.

Thus, for example, as to issuc traffic moving from Niagara Falls to New Johnsonville,
CSXT proffers a number of comparable movements originating at Niagara Falls and moving
westerly through ButTalo. Ene, Ashtabula, and Cleveland. Of those, a significant proportion
continue on through Columbus (the state capital) and Cincinnati. Others follow the Niagara
Falls-New Johnsonville traffic through Louisville.

As to the Niagara Falls to Carncy's Point issue movement. moves originating at Niagara
Falls and moving easterly across the CSXT "Water Level Route" through upstate New York and
south along the Hudson River Line follow very similar routings 1o the 1ssue traffic. Most of
these movements have in common with the issue movement the fact that they pass through the
most-populous portion of the United States.

CSXT continues to encourage receivers of chlorine to explore alternative products and
processes that would eliminatc or at least reduce their shipments of this product. Like other
manufacturers. however, DuPont prefers to have the lowest possible rail rates available so 1t can
purchase product from the cheapest source, regardless of length of haul, number of yard
handlings, or the number of High Threat Urban Areas that must be traversed to transport the
product to its destination.

CSXT is far from alone in its concerns regarding the transportation of chlorine. The
Department of Transportation is engaged in a rulemaking that will require all railroads that
transport or handle chlorinc to engage in an extensive and burdensome annual route (and
altcrnative route) analyses See Hazardous Matcrials: Enhancing Rail Transportation Safety and

Sccurity for Hazardous Materials Shipments, 71 Fed. Reg. 76834 (proposed Dec. 21, 2006) (to



be codified at 49 C.F.R. Parts 172 and 174): vee also Appendix 5 to this opening evidencc at 1-2,
infra. Similarly, the Transportation Security Administration has called upon the railroads to
implement voluntary actions designed to reduce time that chlorine and other toxic inhalation
hazard chemicals spend in High Threat Urban Areas, and is also engaged in a rulemaking that
will likely render many carrier-to-carrier interchanges unusable. See Rail Transportation
Security Notice of Proposed Rulemaking, 72 Fed. Reg 2488 (proposed Jan 19, 2007) (to be
codifted at 49 C.F.R. Parts 1520 and 1580): see also Appendix 5 to this opening evidence, mifra
(cxcerpts from CSXT presentation to DuPont regarding TIH transportation risks and
regulations). That rutemaking is likely to result in new routings and additional operating costs.
The provisions of these pending rules are not yet known and present an additional element of
uncertainty about increasing costs of transporting chlorine. See id Indeed, should the Board
enter a rate prescription concerning the chlorine movements at issue, it should provide for
reopening and reconsideration in light of changed circumstances when pending (or additional)
regulations and requirements are issued.

Because CSXT commenced its initiative to increase chlorine rates in the wake of the
tragic accident involving another rail carrier at Graniteville, South Carolina, in 2005,7
comparisons of the challenged rates to rates for chlorine shipments in earlier years (e.g.. those
movements in the Waybill Samples for 2002-2005) will not reflect the paradigm shift in CSXT’s

pricing philosophy for this type of highly dangerous chemicals traflic — a highly important fact

7 The NS Graniteville incident, which has been investigated and reported upon in depth, involved
the rupture of a chlorine tank car and the release of approximately 90 tons of chlorine gas. Nine
people died, and at lcast 250 pcople sought trcatment for chlorine exposure. Approximately
5.400 residents within a mile of the site of the incident were forced to evacuate for nearly two
weeks while the area was decontaminated. See Nat'] Transp. Safety Bd., Collision of Norfolk
Southern Freight Train 192 With Standing Norfolk Southern Local Train P22 With Subsequent
Flazardous Materials Release at Graniteville, South Carolina, January 6, 2003. Railroad
Accident Report NTSB/RAR-05/04. PB2005-916304, Notation 7710A, at v (2005).

9



that must be considered in any evaluation of the reasonableness of the rates at issuc in the instant

Complaint

2. The Challenged Movements

The first of the three challenged chlorine movements — all of which onginate and
terminate on CSXT — is from an Olin Corporation facility at Niagara Falls, New York, to a
DuPont facility located in New Johnsonville, Tennessee (on the Tennessee River, roughly
midway on CSXT’s mainline running between Nashville and Memphis). This movement travels
approximately 881 miles. and is routed Niagara Falls-Buffalo-Cincinnati-Nashville-New
Johnsonville, passing through a number of major population centers, including Buffalo, Ene,
Cleveland, Dayton, Cincinnati, Louisville and Nashville,

CSXT has calculated the unadjusted URCS variable costs for this movement as [}
per car. generating an R/VC ratio of -

The sccond challenged movement originates at a PPG [acility at Natrium, West Virginia
(located on the Ohio River, south of Wheeling) and moves to the same DuPont facility at New
Johnsonville, Tennessee. DuPont concedes that CSXT's rail service for this movement is strictly
a “secondary outlet” to barge service, which is the preferred and overwhelmingly dominant
modal choice for the large volumes moving between these points. See First Amended
Complaint, Ex. A at 2, Docket No. 42100. In fact, DuPont states that it used CSXT’s service for
only 83 carloads between Natrium and New Johnsonville during 2006, see First Amended
Complaint § 6, the cquivalent of a mere seven bargeloads. As CSXT will explain in its reply
evidence, it does not have markct dominance over this movement, and the Board should dismiss
this part of DuPont’s Complaint on that basis alonc.

These relatively few carloads are routed Natrium-Brooklyn Junction (WV)-Russell (KY)-

Cincinnati-Nashville-New Johnsonville, a distance of approximately 723 miles This route

10



passes through population centers such as Charleston. WV (the state capital), I luntington,
Cincinnati, Lowsville and Nashville. CSXT has calculated the unadjusted URCS variable costs
for this movement as - per carload. generating an R/VC ratio of [

The third movement in this Complaint 1s [rom Olin Corporation’s plant at Niagara Falls
to a DuPont facility at Carneys Point, Ncw Jersey, a distance of approximatcly 588 miles. This
trattic lane, which transits such population centers as Buffalo, Albany. the New York/Northern
New Jersey Metro area, Philadelphia and Camden, moved ncarly three times as many carloads of
chlorine during 2006 than the other two lanes in this Complaint combined.

CSXT has calculated the unadjusted URCS variable costs for this movement as [}
per carload, generating an R/VC ratio ot'-.

CSXT has identified thirteen relevant factors tor the selection of comparable movements
to the issue tralfic Application of these factors to the Waybill Samples for 2002-2005 resulted in
the identification of 111 comparable movements with an average R/VC ratio of [, as
described below in Section IT D.

CSXT’s review of the Board’s rccently published revised RSAM calculations has
revealed the need for a significant adjustment 1o the calculation of the shortfall component of the
RSAM. Cf Simplified Standards for Rail Rate Cases, Ex Parte 646, Dccision at 23 n.41 (July
26, 2006) (noting that parties have a role in “independently verifying the current RSAM and
R/VCs g calculations™).? As cxplained in Section II.D, infra, the RSAM calculated by the Board

docs not account for the effect of taxes in determining the amount of revenue a carrier would

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

11



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 equivalent
to the shortfall ~ rather. the carrier must earn sufficient revenue to account for the shortfall aficr
taxes. The necessary adjustments to RSAM are straightforward and are set forth in Section 11.D.

A f{urther adjustment is nccessary because the revenues and costs of comparison group
traffic from the 2002-2005 penod are not comparable to the revenues and costs of the challenged
rales, which were established in mid-2007. CSXT proposes two alternative methods for
adjusting the revenues and costs of CSX'[”s initial proposcd comparison group traffic to 2007
levels. Applying the corrected RSAM and other appropriate adjustments to the chlorine
comparison groups, and applying the appropriate confidence interval results in adjusted R/VCs
that are higher than those for the 1ssuc movements.

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

CSXT believes the Three Benchmark approach itself, and the rules and limitations the
Board adopted to govern cases brought under that approach, are fundamentally flawed
Therefore, CSXT objects to any application of thosc procedures to this and the two companion
ratc rcasonableness complaints filed by DuPont CSXT (along with a number of other parties)
has appealed the Simplified Standards decision to the Court of Appcals for the District of
Columbia Circuit, and CSXT anticipates that the Court of Appeals’ decision will require the
Board to reconsider several aspects of the Simplified Standards See CSX Transporiation, Inc. v.
STB, 07-1369.

CSXT raised most of its concerns in its comments in the Simplified Standards rulemaking

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

12



646, CSXT/NS Reply Comments (Nov. 30, 2006); Ex Parte 646, CSXT/NS Rebuttal Comments
(Jan. 11, 2007). While CSXT recognized 1n 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. Thosc flaws range from the Board’s reliance
on a formula to mechanically determine rates, 10 the Board's refusal to consider evidence of the
actual costs of issue movements, o 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, CSX'T made clear that an approach as ““‘rough and imprecise™ as the Three
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 cascs. /d at 25 (quoting Ex Parte 646, Simplified
Standards for Small Rail Rate 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 cciling on cascs allowed to use the Three Benchmark approach See. e.g.. 1d

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 $1.000,000, without prior notice to the
parties of its intent to adopt such a significant change. CSXT reaffirms and incorporates its prior
objections to the Three Benchmark Approach herein, the most significant of which are briefly

described below.” CSXT recognizes that the Board has previously ruled on scveral of the issucs

® CSXT does not attempt to fully describe its objections here, as they were detailed in its filings
and those of other participants in the rulemaking, and the Board is generally familiar with those
objections. Rather, CSXT simply reiterates those continuing objections, and asks that the Board

13



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 Stmplified Standards, it is an application of those
Standards during the pendency of judicial review of those new rules.

First, CSXT objccts to the Board's refusal to limit the Three Benchmark approach to
truly small cases wherc a more precise analysis 1s impractical. The Board’s decision to raisc the
cligibility threshold to $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 Parte 646, CSXT/NS Opening Comments at 25. Subjecting such
larger disputes to a non-SAC approach that is not grounded in sound economics, theory, or
policy is arbitrary and capricious. CSXT submits that the litigation that the expanded application
of the Three Benchmark approach has fostered — rate complaints concerning a handful of cherry-
picked O-D pairs, brought by one of CSXT"s largest customers, a Fortune 100 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
adjusted R/VC ratio derived from a group of comparable movements establishes a maximum
rcasonable 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
criticized by the D. C. Circuit in Burlington Northern Railroad Co. v ICC, 985 F.2d 589, 597
(D C. Cir. 1993). See Ex Parte 646. CSXT/NS Opening Comments at 22-24; Ex Parte 646,

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

consider them in this proceeding Other concerns and obgections described below have arisen 1n
responsc to the Board's recent decisions and rulings concerning how it will apply the Simplified
Standards. If the Board does not correct the flaws CSXT has identified, CSXT reserves the nght
to raise them on appeal

14



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 cvaluation 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 cosls. See Ex Parte 646, CSX'I/NS Opening Comments at 20-21; Ex Parte 646,
CSXT/NS Rcbuttal Comments at 39-43 Varnable 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. Becausc variable costs are at the heart of the Threc Benchmark
approach, the rational application of that approach must take into account, at the very least, the
most significant and readily ascertainable actual variable costs of the movements. As, the
comments in Ex Parte 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
adjusiments can have significant effects on the calculation of variable costs. Nowhere 1s 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 matenals, including a poisonous gas Itis
indisputable that such movements impose substantial additional costs on rail carriers, including
very significant additional liability insurance costs, additional handling costs; more stringent 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
the event of an accidental relcase of a TIH) borne by the carrier that is compelled by law to
transport such materials. Particularly in the context of hazardous materials, the Board must use
cvidence regarding movement-specific costs if it is to accurately calculate meaningful R/'VC

15



ratios for the comparison group. And, it must consider the essentially unquantifiable risks that
are imposed on a carrier that transports TIH. P1H, 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 cascs. Both product competition and geographic
competition arc relevant factors in the real-world marketplace. and each plainly affects market
rates for 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 traftic,
which could result in an erroneous determination of CSXT’s alleged “market dominance™ and
the Board's evaluating rates over which it lacks jurisdiction.!' As such, the Board should not

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

evidence is appropriate.

Fifth, CSXT objects to the Board’s failure to adequately address the inherent bias caused
by using rates from 2002-2005 to judge the rcasonableness 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 partics with a Waybill Sample of movements from 2002 through

't Some of these sume 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 cascs.

U N D G W W =
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2005 Pursuant to the Three Benchmark procedures, the parties are required to select
“‘comparable™ movements from those Samples. But a rate from 2003 or earlier cannot be
compared reliably to a 2008 rate without fully accounting for changes in the marketplace
between 2005 and 2008.'2 Indeed, as CSXT explained in its Motion to Ilold the Proceedings in
Abeyance, rail transportation rates have nisen 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 partes to
produce cvidence of changes in the marketplace afier the Board establishes a presumptive
maximum reasonable ratc — is inadequate. See Decision, STB Docket No. 42099 et al , at 2 (Jan.
22, 2008); Simplified Standards at 22, 77 (further requiring that parties may only submit “other
relevant factors™ evidence if it “quantiffics] the impact of these “other relevant factors’ on the
presumed maximum lawful rate™). A rate ceiling that does not reflect current market conditions
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 reasonablc ratc.

Sixth, CSXT objects to the Board’s recent ruling that parties to a “Three Benchmark”
case must basc their selection of a comparison group and any advocacy for a particular
comparison group solely on: (i) the Waybill Sample data released to the parties by the Board or
(ii) publicly available inl'orrpation. and that nearly all other evidence or information concerning

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

12 Summarics of rate and revenue change data for the relevant period are included in Appendices
1 and 2 to this opening cvidence, mfra.
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(late release Jan. 31, 2008)"?; Decision, STB Docket Nos 42099 et al . at 2-3 (Jan. 15, 2008)
Such an evidentiary limitation efTectively makes it impossible to present evidence (concerning
many potentially relevant comparability factors, including lactors that the Board expressly
identified in Simplified Standards as relevant to the dctermination of comparability). See CSXT
Motion for Clarification at 3-5 (tiled Jan. 18, 2008). For cxample, as CSXT explained in 1ts
Motion for Clarification, neither the Waybill Sample nor public data provides information
sufTicient o demonstrate whether a shipper has commercial leverage over a carricr; or if a
movement has competitive rail transportation options; or if a movement has other compettive
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 outside of the Waybill Sample that bears
on comparability.

I1. Comparable Movements and Benchmark Calculations

A. Initial General Comparability Factors

For the 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.'* Each year’s file contained approximately 120-130,000 records listing

'3 On reconsideration, the Board removed its absolute prohibition on other evidence to allow one
category of additional evidence — traffic density evidence See January 31, 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 for filing opening evidence.

" The comparability factors listed here are based on information that can be identified from the
Waybill Samples or publicly available information for the chlorine movements. As CSXT
emphasized above, it belicves several other factors are also rclevant to comparability, but those
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" individual shipments in which CSXT participated CSXT then applied cleven critera to extract
an initial group of records for the movements in DuPont’s Complaint. Application of the same
initial cleven criteria (summarized in Table 1) to the approximately 500,000 total CSXT Waybill

Sample records identified a universe of approximately 3.600 potentially comparable shipments.

SR Wl o =) 9 - -

Table 1
Criteria Waybill Field Value
1. Covered Hoppers or AAR * | Firstdigit=CorT
Tank Cars
2. Chemical or Allied STCC Furst 2 digits =28
Products
3. Single Car Shipments | CARS Less than 6
4. Private Cary OWNER P
5. Locat Moves ORIG_RR and TERM_RR Both fields = CSXT
6. No Short-Line Traffic | FSAC_ORIG and FSAC_TERM First digit < 6
7. Longer than 200 miles | TOTAL_DIST divided by 10 Miles > 200
8. Domestic ORIG_S1 and TERM_ST US states only
9. R’VC Greater Than Unexpanded revenues (F_REV divided by > 180%
180% EXP_FACTOR) plus MISC_CHG divided by
unexpanded costs (TOTAL_COST divided by
EXP_FACTOR)
10. Fuel Surcharge MISC_CHG Not Blank
11. No Issue Traffic STCC, ORIG_CITY, ORIG_ST, TERM_CITY, Specific combinations
TERM_ST —~ See Appendix 2

Below, CSXT describes cach of those initial cleven comparability factors and reasons

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

1. Car Type: The issue movements use Tank cars. A Tank car 1s a specialized type of
equipment that is significantly different. has different transportation characteristics. and is used
to move significantly different commodities than those moved in other types of cars. Therefore,

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. See STB Docket No. 42099 ef al , Decision at 3, 4 (Jan. 15, 2008).
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it is appropriate to limil comparablc movements to those that travel 1n the same type of car as the
issuc movements.

2. STCC: The 1ssuc movements fall within the broad two-digit Standard Transportation
Commodity Code (“STCC™) 28, which includes all Chemicals and Allied Products. Applying
the STCC 28 criterion as an initial commodity screen removes movements of commodities that
are so unlike the issuc 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 for “*single-car” blocks (2 e, 1-5
carloads).

4. Car Owner- The issue traffic all uses private cars. Becausc the usc 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 private cars.
Accordingly, CSXT applicd a selection criterion Itmiting potentially comparable traffic to
movements in private cars.

5. Traffic Class: All of the challenged rates apply to local shipments, 7 ¢ , movements
that are originated and tcrminated 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 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
modified milcage 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-cstimate
CSXT’s revenues for 1ts portion of a joint movement. Limiting comparable movements to local
traffic climinates the potential for distortion of the R/VC ratios due to such inaccurate revenuc
data. And, Simplified Standards expresscs a general preference for excluding non-defendant
traffic from comparison group determinations. See Simplificd Standards at 82

6. CSXT Single-Line. CSX'T provides scrvice for all of the complaint traffic on its system
without utilizing a short-line railroad or switching carner. CSXT excluded any shipments that
werc originated or terminated by a short-line or switching carrier based on the Freight Station
Accounting Code (“FSAC™) information rcported 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 does not produce a R/'VC
ratio reflective of CSXT"s expericnce, and does not provide a comparable basis for cvaluating
the challenged rates.
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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 cffccts 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.

8. 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 tn Canada and
movements in the United States Morcover, the Board docs not collect cost and revenue data
concerning movements in Canada by Canadian carriers. Because of the difficulties in making
reliable “apples-to-apples™ comparisons between U.S. domestic movements and movements
whosc origin or destination is in Canada, CSXT excluded from its comparison group any
shipments that originated 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
reasonablc R/VC levels of “potenually captive traflic,” which the Board defines as “traffic priced
above the 180% R/VC™)."® In order to determine the R/VC for each record, CSXT followed the
approach used by the Board in developing its RSAM calculations, ¢ e , it included amounts
reported as Miscellaneous Charges. '

10 Fuel Surcharge: The challenged rates include a fuel surcharge. CSXT excluded from
its comparison groups any shipments 1o which a fuel surcharge did not apply. As fuel costs
skyrocketed this decade, CSXT (like ncarly cvery 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.!” CSXT was not able to apply this fuecl surcharge to all of its

1* 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
junsdictional threshold. Respectfully, CSXT believes “captive” is an inaccurate characterization
for such traffic. Indeed. that phrase should not cven be uscd to connote all movements over
which a carrier is determined to have market dominance.

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

'7 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 hitp://tonto.eia.doe gov/dnav/pet/hist/
ddr001M.htm. From January 2002 to October 2007 (the month DuPont filed its Amended
Complaints}, those samc 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
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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 camer rates,

11. Non-Issue Traffic: CSXT's cleventh general criterion excludes any of the issuc
movements contained 1n 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 purposc
of the Three Benchmark approach 1s to compare the issue rates with rates charged for other
similar traffic Morcover, because of the multi-year lag 1n the 1ssuance of Waybill Samples,
inclusion of the 1ssue movements could skew the comparison by artificially deflating (or, in a
time of falling rail rates, inflating) comparison group revenues

B. Additional Specific Comparability Factors

CSXT uscd two other factors to develop its comparable movement group for the issue
movements. Thosec factors, and the Waybill Sample field and values uscd to apply them, are

summarized 1n Table 2.

Table 2
Criteria Waybill Field Value
Car Type —Tanks AAR Fustdigit=T
Chlorine STCC 2812815

Following 1s a summary of the two spccific additional factors CSXT uscd to complete its
identification and sclection of the imtial comparison group

First, CSXT limited the car type to tank cars, which is the type of equipment uscd by the
issue traffic and all movements of chlorine by rail.

Second, CSXT limited the comparable group to chlorine movements. As the Board and
DuPont arc well aware, “toxic-by-inhalation™ commodities are a particularly dangerous group of

extremcly hazardous maternials, with their own unique transportation charactenstics. and special

this casc), diesel fuel prices more than doubled, increasing from 115 3 cents per gallon to 244 3
per gallon, or 112%. Seeid Dicsel fuel price changes for other periods may be found in the
same EJ]A source
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safcty. handling. and security requirements. The risks of transporting non-TIH commodities
simply are not comparable to TIH commodities.

Chlorinc and anhydrous ammonia account for the overwhelming majority of all TIH
traffic carricd by CSXT."* Looking back in time, before risk mitigation became CSXT’s primary
focus for chlonne traffic. CSXT pricing reflected primarily market considerations. The markets
for chlorine and anhydrous ammonia, however, are much different. For example, anhydrous
ammonia has long been subject to much greater active intermodal transportation competition
than chlorine. Unlike chlorine, anhydrous ammonia is frequently moved by over the road trucks
and is also moved via pipeline 1n some locations and markets. Thus. while approximately 95%
of chlorine is shipped by rail in the United States, only approximately 45% of anhydrous
ammonia is shipped by rail. Unlike chlorine, the market for anhydrous ammonia is a global
market, and significant quantities of anhydrous ammonia arc imported to the United States. This
allows importers to plan their logistics around transportation altcrnatives. Also, many ammonia
movements pass through fewer major cities. Finally, because there are numerous chlorine
movements originating from other shippers in the Niagara Falls area, limiting the comparable
movements to chlorine facilitates a close comparison of movements of the same commodity
originating in the same arca. Thercforc, CSXT has limited its comparable group to movements

of chlorine (identified in the Waybill Samples as STCC 2812815).

'¥ Other TIH commodities such as sulfur dioxide, cthylenc oxide, and fuming sulfuric acid are
not useful for purposes of a comparable movement analysis because they come [rom many
different and disparate origins sources and travel on a variety of routes (with varying density and
capacity) to a variety of different destinations. In addition, many movements of these other
commodities are not local to CSX but instcad move on joint line rate authorities. See Section
1I.A.5, supru (describing the reasons that joint line movements are not appropriate for inclusion
in a comparison group where the issuc traffic is local to the defendant carrier).
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CSXT’s initial companison group for chlorine, gencrated by the application of all of the
factors described above, consists of 111 movements. The specific movements that make up the

comparison group are summarized in Appendix 1 to this opcning evidence, mfra.
D. Preliminary Calculation of Maximum Reasonable Rates'®

Once the comparison group has been identificd, the next steps in the Threc-Benchmark
analysis are to apply the RSAM and R/VC; g 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 1n turn

1. RSAM and R/VCys

a Correction of Board Published Benchmarks

In late December 2007, the Board published the results of its calculations of the RSAM
and R/VC. 30 benchmarks for cach Class I railroad by year for 2002-2005.2 CSXT used these
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.*' Spccifically, the Board’s RSAM is now designed to recover a carrier’s revenue
shortfall from the Board’s annual revenue adequacy determination.® That shortfall, which is

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

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

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

21 Simplified Standards at 19-20.

22 4. Prior 1o this change, the RSAM was designed to allow a carrier's reserves to cover all of
its fixed costs. /d. at 19 (citing Simplified Guidelines, 1 STB 1004, 1027 (1996)).
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income taxes The calculation 1s straightforward and can be performed using the figures

provided by the Board in its RSAM determination. Specitically, the difference between the

RSAM and the R/VC. g can be corrected to provide for taxes by dividing the amount by one

minus the tax rate. Table 3 below sets for the calculations and the corrected RSAM to R/VC: 5

ratio of cach of the four years for which the RSAM was determined for this proceeding.

Table 3
Beard RSAM /
Jiﬁrp Board Shortfall | Shortfall | Corrected R’l;ﬁ";"'
R/VC.isa | (After-Tax) | (Pre-Tax) RSAM
n @ GYy=(1)42) | @=G3)(1- (5)=(2)+4) (6)=(5(2)
tax rate)

2002 286% 238% 48% TN | ] ]
2003 292% 239% 53% T || ||
2004 292% 231% 61% T || |
2005 300% 236% 64% | | | | |
Average 292% 236% 56% F | | |

b. 2007 Revenue and Cost Levels

After correcting the RSAM ratios, one further adjustment is nccessary. Use of the cost

and revenue data associated with the 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 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.>* We present
two alternatives for adjusting revenues — one bascd solely on publicly availablc 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 1its financial statements, SEC filings, and quarterly
earnings reports revenuc information by traffic groups. The relevant group for the issue traffic is
Chemicals Table 4 presents the revenues, units, and revenue per unit from those reports for
CSXT Chemicals traffic for cach ycar 2002 through 2007, and the annual percentage increase

and composite increase from each year to 2007

Table 4

Revenue Revenue Annual % Adjustment
Year {(Milltons)  Units (000s) fUnit Increase to 2007 Level
2002 $964 542 51.779 - 141
2003 $993 544 $1,825 3% 1.38
2004 $1,069 564 $1.895 4% 133
2005 $1.088 533 $2,041 8% 1.23
2006 $1.210 528 $2.292 12% 110
2007 $1,313 522 82,515 10% 100

Source: http:// investors.csx.com/phoenix zhtmi?¢+92932&

CSXT adjusted the revenues from the 2002-2005 Waybill Sample rccords included in the
chlonne comparison group by the faciors mn the far right column, based on the corresponding

year.

24 Summaries of rate and revenuc data for relevant years for CSXT and other carriers are set
forth in Appendix 4 to this opening evidence. infra
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ii. CSXT 2007 Revenucs Produced to DuPont in Discovery

As an alternative to the use of CSXT's systcm-wide chemicals revenue growth
expenence from 2002 through 2007, we incorporated the actual 2007 revenues for movements
included 1n the chlorine companson group. On December 19, 2007, CSXT provided the revenue
and carload totals by O-D pair. commodity (7-digit STCC), and AAR car type.** For those
comparison group movements from the 2002-2005 Waybill Samples that also moved in 2007 —
bascd on a match of the O-D pair for chlonne shipments in tank cars — we substituted the actual
revenue for the adjusted revenue produced by the CSXT system-wide increases for Chemicals
traffic summarized in Table 4 above. For those comparison group rccords that did not have a
corresponding entry in CSXT''s discovery data, we used upon adjustments described in section
I1.D.1.b.i., above

iti. Public Railroad Cost Inflation

The adjusted R/VC ratios for the Waybill Sample moves included 1n the chlorine
comparison group arc 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 annuat cost
factor for CSXT, based on publicly available information and standard indexing mecthods used in
Board rate rcasonableness proceedings. CSXT's expenses were classified among seven
categories (e g , wages, materials and supplics) and the corresponding AAR cost indices were
applied to determinc an annual cost index for each year from 2002 through 2007. Table 5
summarizes the adjustments that were made to the variable costs from the 2002-2005 records in

the comparison group to bring them to 2007 levels

2% 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 1o providc a copy upon request.
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Table 5
Adjustment to
Year 2007 Level
2002 1272
2003 1225
2004 1.150
2005 1.059

Source: CSXT work paper “CSXT IE3 Index to 2007.XLS"”

¢ Results

Applying the above revenue and costs adjustments to the chlorine comparison group
results in an average R/VC of -26 based on the publicly available revenue growth
information, and ] when revenues arc updated from the discovery data for movements that
occurred in 2007 Applying the cormrected RSAM and R/VCs g benchmarks to the 2007-level
R/VCs for the comparison group traffic produces an adjusted R/VC of - and - for the two
revenue growth measures, respectively.

2. Confidence Interval and Upper Boundary

Once the average adjusted R/VC is developed for the chlorine comparison group, the next
stcp 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

Stundards at 20-22. The following table summarizes the results.

* Consistent with Stmplified Standards, this average is weighted based on each Waybill Sample
record’s sampling factor. See Simplified Standards at 21.
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Table 6
RSAM-
Comparison Adjusted Upper
Group Records R/VC R/NVC Boundary
Publicly Avallable Chemicals Revenue Increases
Chlorine 11 | e B
2007 Actual Revenue Update, where Avarlable
Chlorine 11 [ | e

The adjusted R/VC ratios of ] and i} for the chlorine comparison group are each
higher than the R/VC's for all three issue-traffic movements. Thus, using CSXTs initial
comparison group, the challenged rates are below the maximum reasonable rate and not
unreasonable.

II1. Other Relevant Evidence

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

Board is developing the presumptively rcasonable rate, 1 e., before the Board considers what it

terms “other relevant evidence.” The entire process and analysis described in Section Il is
integral 10 any meaningful calculation of a “presumed maximum [reasonable] rate.” See
Simplified Standards at 21-22.27 While CSXT reserves its right to present other relevant

cvidence based upon DuPont’s submissions or other developments in these cases, it presently

27 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 entirc analysis and methodology it has described
should be considered as part of the first, corc phasc of the process in which the presumptive rate
ceiling is calculated, and not in the sccond (post-presumption) “other relevant evidence™ phase.
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believes that 1f the Board follows the cntirc process and analysis described in Section 1I before it
considers “other relevant evidence,” such other evidence does not appear to be necessary 1n 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 II 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 determinc the relevant R/VC ratios, rather than using outdated
data from 2002-2005. Sec Section I1.D 1 b When that demonstrated quantitative eflect is
applicd to the maximum reasonable rate (1. in the first stage or as “other relevant cvidence™), 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.*® Seeid The RSAM must be adjusted to allow for a consistent and coherent treatment of
the effect of taxcs. Whether that adjusiment is labeled “RSAM adjustment evidence” or “other
relevant evidence,” or something elsc. should make no difference — in all events, the cffect
should be the same. Thus, should the Board find that any of the evidence or elements of the

analysis set forth in Section IT be considered *“other relevant evidence,™ CSXT hereby

28 1t is difficult to envision any scrious 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 Noncthcless, CSXT uses this example to illustrate the basic point that, once the
quantitative effcct 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 ratc rcasonable analysis it is applied.
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incorporates to this Scction I11 those elcments. analysis and evidence — including their quantified
effect on the maximum reasonable rate(s) for the issue traffic

Finally, CSXT undcrstands the Board’s admonition in the Decision that parties attempt to
quantify the effect of “other relevant evidence™ in Three Benchmark cases. In the case of
chlorine, however, we respectfully submit that the Board did not intend to force the parties to
1gnore the huge (though extremely difficult to quantify with precision) risk of ruinous habihty
that CSXT must undertake with every carload of chlorine DuPont requires it to transport — no
mattcr how difficult it would be to attempt to place a dollar amount on that risk. Recent tragic
accidents involving such poisonous gases; the DOT, TSA, and other government agencies’
spccial attention to these commodities; policy considerations associated with unnecessary long-
distance movements of poison gas; and common sense alt should inform the Board’s deciston as
1t attempts to fulfill its statutory duty to determine the reasonableness of the rates CSXT charges

DuPont for the issue movements.

espectfully submitted,

Pcter J. Shudiz G. Pau

Paul R Hitchcock Paul A. Hemmersbaugh

Steven C. Armbrust Matthew Warren

CSX Transportation, Inc. Debbie J. Kim

500 Water Street SIDLLY AUSTIN LLP

Jacksonville, FL 32202 1501 K Street, NW
Washington, DC 20005

(202) 736-8000
(202) 736-8711 (fax)

Counsel to CSX Transportation, Inc
Dated: February 4, 2008

32



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.
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Appendix 3

STB Docket No. NOR 42100
E I du Pont de Nemours and Company v. CSX Transportation

Venfication and Statement of Qualifications of Benton V Figher

Benton V. Fisher is a Senior Managing Director at FTI 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
including economic studies involving costs and revenucs, traffic and operating analyses, and

work with performance measurcment and financial reporting systcms.

Mr. Fisher holds a Bachelor of Science in Engineering degree from Princeton University. In
1990, he served as thc 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 1 1998.
While with the firm Mr Fisher has performed numerous analyses for and assisted in the
preparation of expert testimony related 1o merger applications, rate reasonableness proceedings,
contract disputes, and other rcgulatory costing issucs 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 II of the foregoing Opening
Evidence of CSX Transporiation, Inc. Mr. Fisher has read the testimony set forth in that section,
and the statcments contained therein are true and correct to the best of his knowledge,

information, and belief.



I declare under penalty of perjury that the foregoing is true and correct. I further certify that I am
qualificd and authorized o sponsor and file this testimony.

Executed on February { , 2008 W}' V: %‘&‘-’

Benton V. Fisher




Appendix 3

STB Docket No. NOR 42100
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 Scnior Managing Director at FT1 Consulting, Inc , an economic and
financial consulting firm His busincss address is 1101 K Street, NW, Washington, DC 20005.
Since 1980, Mr. Baranowski has been involved in many aspccts of transportation consulting
including opcrational analyses, terminal switching studies, facility and equipment valuation,
liquidation studies, merger studies as well as a varicty 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 telecomtmunications industries and testified
in proccedings 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 IT 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. 1 further certify that 1 am
qualified and authorized to sponsor and file this testimony.

Executed on February 2 , 2008 WM
Michael R Baranowski



BEFORE THE
SURFACE TRANSPORTATION BOARD

E.L. DUPONT DE NEMOURS AND COMPANY )
Complainant,

Docket No. NOR 42100

CSX TRANSPORTATION, INC.

Defendant.

VERIFICATION AND STATEMENT OF QUALIFICATIONS
STEPHEN J. LUBE

My name is Stephen J, Lube. I am the Director of Marketing, Chemicals Division of
CSX Transportation, Inc., and have been in this position since July 2004. Our offices are located
at 500 Water Street, Jacksonville, Florida 32202.

I am sponsoring portions of testimony presented in Part LA and II of the forcgoing
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 31* day of January, 2008.

A

Stephen J. Lube
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t Surface
Transportation

Consolidated

Eamings Per
Common Share

CSX Corporation
CONSOLIDATED STATEMENT OF EARNINGS
(Dollars in Millhons, 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 $ 2577 $ 2,396 §$ 181 $ 10,030 $ 9566 $ 464
Expense
Labor and Fringe 759 753 {6) 2,978 2,922 {56)
Materials, Supphes 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
Galn on Insurance Recoveries (Note a) (8) (27) (19} (27) {168) {141)
Total Expense 1,968 1,891 (77) 1,779 * 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 23 95 £2)
Interest Expense {115) {99) (16) (417) {392) (25)
Earnings From Continuing Qperations
Before Income Taxes 570 470 100 1,932 1,841 91
Income Tax Expense {Note b) {205) {123) {82) (706) (531) {175)
Eamings from Continuing Operations 365 347 18 1,226 1,310 {84)
Discontinued Operations (Note ¢) = - - 110 - 110

$ 365 § 347 % 18

$ 1,336 $ 1,310 # 26

Net Earmnings Per Share, Assuming Dilution:
From Continuing Operations $ 086 $ 075 $ 011
Discontinued Operations - - -

$ 274 § 282 ¢ (0.08)
0.25 - 025

$ 086 $ 075 $ 011

$ 299 $ 282 § 0.17

Average Diluted Common Shares
Outstanding (Thousands ) 425,475 463,524

Cash Dividends Paid Per Common Share $ 015 $ 010

448,280 465,534

$ 054 $ 033

See accompanying Notes to Consolidated Financial Statements on page 7.
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Chemicals

Emerging Markets

Forest Products

Agricuitural Products

Metals

Phosphates and Fertiizers

Food and Consumer
Total Merchandise

Coal
Coke and Iron Ore
Total Coal

Automotive

Other
Total Rall

International
Domeastic
Other

Total Intermodal

Total Surface Transportation

Chemicals

Emerging Markets

Forest Products

Agricuftural Products

Metals

Phosphates and Fertilizers

Food and Consumer
Total Merchandise

Coal

Coke and Iron Qre
‘Total Coal
Automotive

Other
Total Rail

International
Domestic
Other

Total Intermodal

Total Surface Transportation

—_— ———

CSX Corporation—
SURFACE TRANSPORTATION VOLUME AND REVENUE (Unaudited)
Volume (Thousands); Revenue (Dollars I Millions); Revenue Per UnitTDollars) -

Quarters Ended December 28, 2007 and December 2%, 2006

Volume Revenue Revenue PerfUnit
2007 2006 % Change 2007 __ 2006 % Change 2007 2006 36 Change
125 126 (1) % §% 333 ¢ 297 i2 % $ 2,664 § 2,357 13 %
115 123 (7) 147 138 7 1,278 1,122 14
81 95 (15) 169 188 (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 ay 6 111 8% 25 1,207 1,023 18
49 57 (14) 106 116 (9} 2,163 2,035 &
650 675 (4) 1,255 1,172 7z 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) 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 B61 (3}
- - - 8 12 (33} - - -
533 552 {3) 358 358 - 672 649 4
1,761 1,810 (3) % $ 2,577 § 2,396 8 % % 14683 $ 1,324 11 %
Years Ended December 28, 2007 and December 29, 2006
Volume Revenue Revenue Per Unit
2007 2006 9% Change 2007 2006 % Change 2007 2006 % Change
522 528 ()% $ 1,313 § 1,210 9 % $ 2515 § 2292 10 %
491 524 (6) 605 580 4 1,232 1,107 11
352 404 (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 f2) 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 9 1,398 1,257 11
439 463 {s) 839 B47 (1) 1,911 1,829 4
- - - 242 181 34 - - -
5,005 5,179 (3) 8,674 8,154 € 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 % $ 1409 % 1,300 8 %

Appendix 4 - Page 3



Chemicals

Emerging Markets
Forest Products
Agncuftural Products
Metais

Phasphates and Fertllizers

Foad and Consumer
Total Merchandise

Coal
Coke and Iron Org
Total Coal

Automotive

Other
Total Ralt

International
Domestic
Other

Totul Intarmodat

Total Suriace Transportation

Chemicals

Eme-gang Marksts

Forest Products

Agriculiural Products

Matals

Phosphites énd Fertilizers

Feod and Consumer
Total Merchandise

Coal
Coke and Iron Ore
Total Coal

CSX Corporation

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

Quarters Ended September 26, 2007 and September 29, 2006

Veolume Revenue Revenue Per Unit
2007 2006 % Change 2007 2006 % 2007 2006 % Change
130 133 2% % 36§ M3 7 % § 2585 § 235 0 %
128 133 ) 187 150 5 1,227 1,128 9
87 100 (13) 182 100 (¢ 2,092 4,000 5
101 102 ) 190 176 ] 1,881 1,735 9
o 91 (2 181 176 3 2,034 1,934 5
89 93 (4 100 2 2 1,14 882 27
52 61 (15) a2 123 ()] 2154 2016 7
676 13 (5} 1,258 1,22 3 1,861 LM 9
441 451 {2 519 111 ] 1,404 1,268 1
24 ] - an EY) ) 1,250 1,202 (3)
465 ) [ 602 8 1,39¢ 1,267 w0’
102 100 2 198 183 F] 1,542 1,830 6,
. - - 89 9 . .
243 1288 3 2.164 2,054 5 1,741 1,595 9
280 3@ 7 129 158 {18) 461 467 1)
%0 26 i1 202 198 2 sos 876 ‘8
- - - ] 8 _ (25 - . -
564 {€) 337 364 (7 636 645 {1)
L773 1852 (4% $ 2501 5 2418 3 % $ 1411 § 1,306 8 %
Nine Months Ended September 28, 2007 and September 29, 2006
Volume Revenye _Revenue Per Unit
2007 2006 % Change 1007 2006 % Change 2007 2006 m
»7 402 Mm% s pe0 $ 913 7% $ 2460 § 22N 9%
376 %01 {6 (L] 942 ‘ 1,218 1,102 1!
m M (12) 853 58S f5) 2,043 1,893 8
30 294 2 560 497 3 1,860 1,690 10
276 280 [t} 539 513 5 1,953 1,832 7
70 275 (2) LT 255 17 1,248 964 1
163 188 (13) 335 361 (7) 2,035 1,920 7
2054 2149 () 3,735 3,576 4 1,818 1,664 9
1,324 1,353 {2) 1,829 1,685 9 1,381 1,245 1
69 68 1 91 a9 2 1,319 1,309 1
1,393 1421 {2} 1920 1,774 8 1,378 1,248 10
30 51 (6) 24 637 e )] 1,891 1,815 4
- - - 176 129 3% - - -
1777 3sn (4) 6,455 6,116 [ 1,709 1,560 10
872 9% [10) 402 438 8 401 453 2
708 661 ’ 580 582 - s 880 (?)
- - - _1_' 3 (53! - - -
L5728 1627 {3 98 1054 (5} 832 648 {2)
5355 5548 (0% §$ 7453 § 2.0 4% $ 1392 $ 1,292 8 %
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Quarterly Flash

CSX CORPQRATION

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

JACKSONVILLE, Fla, January 24, 2006 — CSX Corporation (NYSE: CSX) today reported fourth
quarter 2005 ne1 eammps of $237 million, or $1 03 per share, a 45 percent increase m cammgs per share
from continamng operations versus the same quarter in 2004

“CSX dehvered another quarter of stroag performance m our Surface Transnortation businesses,”
sajd Michael J Werd, CSX Corporation chajrman and cluef executive officer “Oxur operatrons team 13
gammyg traction i execubng the ONE Plan, even while re-constructmp our storm-damaged infrasiructure on
the Gulf Coast.™

The company's net earnings were dnven by stronger Surface Transportakion opersiing income,
bagher real eatate sales and lower uderes! expense. Surface Transportabon, which includes rail and
mitermxdat opemitons, achieved

s  the eiphth consective quarter of both reverme and operating mcome growth,

s  reveoue of $2.2 bilhoa, which represents 8 quarterly record for the company;

» record fousth-quarter operalmg incoms of $415 millon, up 32 percent from the same period last
year; and

s anoperatmg ratio of §1 3 percent, in wnprovement of 4.3 pomnts frons the same quarier last year.

“We enter 20056 with 5 sirong foandstion, an ecenomic environment that favors rail Imosportation,
ar:d momentusn Behind our key strategies,” Ward smd  *In addrtion, we are on schedule with our capsoity
expansion plans to fii-ther drive value for onr customers end shareholders.™

CSX executives will provide addonal perspecuve on the quanerly resuls in ts earmings
conference call, begmmng al 11 am Eastem Time woday. Those intayested m participaing may dial 866-
248-8494 snd sk for the CSX eamings cal) Parncipanis should dial s 10 minutes prioe o the call. A ve
webcast and presentation matenals will also be available on the company’s websae sl www c5x coim in the
Investors section

In adddtion, deterled financial informacion 18 contasned in the C3X Quanerdy Flash document, which
15 al50 posted on the website and furnished on Form 8-K with the Securities and Exchenge Commmssion

(SEC)

CSX Corporation, based m Jacksopwille, Fia., 13 one of the leading transportabon comparmes,
providing rail, stermodal and rark-to-truck instoad services. The company's transportatwon hetwork spans
22,000 rniles, with service to 23 eastern staves and tae Disinct of Colurbie, and connects to magse than 70
ocean, nives and lake ports More information about CSX Corporation and h subsiduunes s available at te

Y’ “m o MR nTiaey

This press releare and oiver satemenis by the Comporyy contals forward-looking siatementy wathu the meanung of de
Privaee Secuninies Liszoson Reform Act with respect to, among other ey projections ond extougtes of cornings, revenues,
costsavmgs. expenses, or ovher fincacsal ilewss, siatenents of management s plans, srotegres ondl objectives for fisme operation,
and manggerment § expectahons as o future performance and cperenons and the time by which olyecsives wall be achieved,
SiTements coscernmg propased sew products amd services, ond stalemenss regorviing funire economls, Industry or marker
comlinor ar performance Forward-lookung satemers ane ppually sdentified by words or phnzeer swck ax “Sefieve.® “apec,”
"enticpain,” “preyect, and suilar expressions Forwerd-loakng sictementy speak only as of the o ihey ore made, and the
Comparny undertates no oblipaon © upduse o revise any, siatemed. {f the Company does wpdte ey forward-
iooking stateme, mmmummmwmﬂmmmmwnmmw
any other Jorwavi-lookny siatements

Forwanl-looking statements are sulyect 1o @ munber of nzks and wxcerimanes. and actwol przfirsance or resslis

oould deffer materally Jrom thot antupaied by these fornard-looking stotements Foctors Shal mey ause okl results to differ
matersally from dhase coniesplaioad by shese ferward. boalang stalements include, among adhers. (T} the Comparty s Sucoess iy
mplenonring i3 fnancval and operanonel inlugtives, (1) charpes o domestic or international economic or buyymess condipor,
wchedung thase qffeciog the ra inckistyy (such as ue impoct of iSITY compenion, condisions, performance and
omyoixknon), (in) leguictee or reguiatory chanpes {iv} the wherent burmess risks assocloted witk sofety and seceely, med fv)
she auscorve of clanss ond heegoion imvolving or uffeviing the Comsparnty Other imporiani assumpisons and fociors et could
rasute octucd resilly fo differ matenally from thise vt the forwurd-lookg sienvents ave specified 1n the Compary s SEC reponis,
accessible on the SEC's welisie of wini? 56C.20Y and the Comprmy 'r wedsite of wpe ey, rum

Appendix 4 - Page §

500 Weter Shual

15th Foar, €900
Jackaonville, FL 32202
hipJiwww coLcom

Contact

investor Relations
David Baggs
{904) 3504812

Mecha
Vence Meyer
(904) 366-2049

Table of Contents

Consolidated
Financial

Business

Rasulls 6




CSX Corporation
SURFACE TRANSPORTATION VOLUME AND REVENUE (Unaudited)
Volume [Thousands); Revenue {Dollars in Millions); Revenve Per Unit [Dollars)

Quarters Ended December 29, 2008, and December 30, 2005

Velume Revenue Rmenue Per Unit
A6 2005 % Change 2006 2005 % Change 2006 2005 % gﬂyg
Chemicals 126 127 ()% $ 207 § 274 B % $ 2357 %2157
Emarging Markets 23 122 1 138 124 11 1,122 1,016 10
Forest Products 95 106 (10) 188 183 3 1,979 1,726 15
Agricultural Products 103 9 14 184 147 25 1,786 1,61 9
Melals 84 BB {5) 150 150 7 1,905 1,705 12
Phosphates and Fertiizers a8z ¥ (12) 89 a7 2 1,023 B79 % .
Food and Consumer 57 &1 (7} 116 115 1 2,035 1885 8
Total Merchandise 678 693 (3} 1,172 1,080 9 1,736 1,558 11
Coal 445 429 4 574 500 15 1,290 1,166 11
Coke and Iron Ore 26 21 X 30 21 43 1,154 1000 15
Total Conl 471 450 5 604 521 16 1,282 1,158 11
Automotive 112 125 (10) 210 25 (7) 1,975 1800 4
Other - - - -- 52 -27- 93 - - .- -
Total Rall 1,258 1268 (i) 2038 1,853 IO 1620 1461 1!
Internabional 315 310 2 142 138 3 451 445 1
Domeshe 237 290 (1) 204 217 (6) 861 94 (5
Other - - - 12 11 9 - - -
Total Intermodal 552 550 - 358 366 @) 549 665  (2)
Total Surface Transportation 1,810 1818 - % $ 2396 ¢ 2,219 8 % $ 1324 $1221 8 %

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

Volume Revenue Revenue Per Unk
2006 2005 9% Change 2006 2005 % Change 2006 2005 % Change
Chemicals 528 533 (D% $ 1,210 31,089 17 % $ 2,292 $2043 12 %
Emerging Markets 524 505 q 580 513 13 1,107 1,016 9
Forest Products 404 439 (8) 773 1? a8 1,913 1,633 17
Agricultural Products 37 57 U 451 550 24 1,71% 1,541 N
Metals 34 361 1 673 S0 I8 1,849 1,59 17
Phosphates and Fertlizers 362 444 (18) 354 351 1 978 791 24
Food and Consuiner 245 249 (2 , 472 438 9 1,947 1,759 11
Total Merchandisa 4,824 24888 (2) 4748 4218 12 1,681 1,464 15
Coal 1,798 1,726 4 2259 1,992 13 1,256 1,154 g
Coke and Iron Ore 94 83 13 119 88 35 1,266 1,060 19
Total Cosl 1,892 1,809 5 2,378 2,080 14 1,257 1,150 9
Automotive 463 488 (5} 847 844 - 1,829 1,730 )
Other - - - 181 104 74 - - -
Total Rall 5,179 5,185 - 8,154 7,256 12 1,574 1,399 13
Internabional 1,281 1,274 1 S80 545 6 453 428 6
Domestic 2958 891 1 786 766 3 s 860 2
Other - - - 46 $1  (10) - - -
Total Intermodal 2,178 2,165 H 1,413 1,352 f 648 629 2
Total Surface Transportation 7,358 7350 ~ % $ 9566 $B618 I1 % $ 1300 $1173 11 %
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l CSX Cor) and Subswlaries Quarterly Flash
EUEME E?mﬁirmﬁﬁ TRAFFIC Kﬁn REVENUE
. Voiume (Thousands), Revenus {Dohars m Miions;, Revenue Per Unif (Dollars)
Volumas _ Reverws Revenus Per Unit
13 Waeks 14 Weeks LD Wasks 14 Woens 12Vipekn 14 Woels
Fourth Quarter 2005 2004 %Chenge 2008 2008 % Change 08 W04 X Chape
l Merchandise
Phosphates and Fertizars ) 123 2 % $ 77y N P % $ m s T M %
Metals N ] L) 19 12 9 1,75 148 19
Forest Preduchs 106 121 "2 1 18 (Ul 126 152 4]
Food and Consumer # 68 {3 115 105 10 1885 1,501 ”
Agnculural Products o 3 fe) 7 k-1 r 1.9 1413 11
Chemicals 127 146 {13} m 28 {3 1157 1,038 11
Emerg ng Markets 122 134 {9) 124 138 {10) 1,418 1,030 (1)
Totsl Nerchandise 3] 779 () 1088 1075 [/] 550 1% 13
Automolive 123 135 (Y] 5 2% ) 1300 188 7
Cousl, Coke and lron Ore
Coal " 40 =] 500 460 [ 1,166 1,045 12
Coks and fron Ora 21 20 ] 4] 18 17 1,000 800 11
Total Ceal, Coke and kron Ore 450 460 e L1 478 [ 1158 108 1
. Ot - -—— e e e e e _ar 2 3% . - .
Totat Rall 1,268 1314 2 (8 1,853 1801 3 1481 1M1 I
{ntermodal
Domesbc 24 288 {10 F 20 (L] 58 al L]
' Intarnationsal e 1 o = 132 @ 4 300 H
Othat - - - 38 28 48 - - -
Tatal Intarmodal 550 609 10) 388 379 3 83 622 T
Totasl Surface Transportation 1,818 1883 8 % § 1219 $2180 2 % § 121 §1.099 1 %
l Volume Revenus Revenwe Per Unk
51 Woekts 53 Weaks S2Woaks 53Wetin $2Woeeks 53 YWeoks
Yoar 2005 2004 % Change 2005 2004 % Chonpe 2008 2004 % Change
Merchandise
. Phosphates and Fertiizers a4 471 B % $ B §F oM 3 % § m § T P %
Melals 361 380 ) 1] 511 12 1518 1,345 17
Forast Products 435 465 6} " 81 § 1,633 1465 "
. Food snd Congumer 24 245 2 L1} N7 15 1,758 1.5% 14
Agncultural Products 357 358 - 550 512 7 1,541 1438 r
Chemicals 533 564 5) 1,009 1.068 2 2,043 1,886 8
Emenging Markets 505 506 - 513 ) 2 1,016 596 2
l Tota! Merchandise 2888 2987 (] 422 3935 [} 1484 1307 [)
Artomotive 488 507 ) [} B35 H 1730 1,847 5
Coal. Coke and ¥ron Ore
l Conl 178 1658 ‘ 1R 1He 16 RTTRNEY - S T
Coke and fron Ore [ *] 4 17 ] 68 33 1,080 830 14
Total Coal, Coke and lron Ora 1,800 1,720 5 2.080 1,780 7 1,150 1029 12
Other - - . 104 B4 24 - - .
' Total Rall 5,185 5224 /] 7,256 6,694 8 139 1.281 ]
Intermodal
Domaskc L4 1,028 (1 T38 ™ (1] [+ ] m 4
intemabanal w214 1278 - 40 L - 2 352 -
l Othar - - - 125 50 150 . - .
Total Insrmodal 165 2306 @ 1362 1,348 1 829 584 8
. Tota) Surface Transportation 7350 7530 % § 8618 $8040 7% $ 1,173 $1,088 10 %
l Appendix 4 - Page 7



LSXC and Subsidianes Quarterly Flash
SURFACE TRANSPORTATION TRAFFIC AND REVENUE
Yolume (Thousands); Revensie (Dollars in Miilions), Revenve Per Uni (Dollars)

CSX foliows & 52/53 week fircal reporting calendar and 2004 included 53 weeks, with the additional week in the 2004 fourth
quarter. In the following discussion, the two periods are compared as if they were of equal dursiion.

13 Weeks
Fourth Qrarter Volume Founk Quarier Revemme Foutrth Quartey Revesuc Per Unit
2008 2004 % Change 2005 2004 % Chanpe 5 2004 % Changs
Merchandbe
Phosphaics snd Ferulzen » us 4% s 15 B 5% 3 ;9 s m 2 %
Motk n % @ 1% 129 5 LIS 1,633 ”
Fores! Products 1% n 5 s m ] L7 1,548 ?
Food and Consamer sl (7] 2 ns 9 Id 1,885 1.597 18 *
Agneultura] Products » -] 2 1y 129 I 1433 1466 n
Chermecals 17 i37 Pl e 266 3 3,157 12 i
Emerpng Markets 121 128 i) 124 JE]] ) 1916 1,023 {1
3 i7) [ [ Y 7 _‘ﬁf: %0
Avisraative s 130 W 215 28 ] 1300 1617 7
Caal, Coke and frea Ore
Coal ) a7 3 500 a8 7] 1,166 1,050 ]
Cokc ond kron Ove n___n i n__n M 10  BYs n
] 43% J 521 3 13 1,158 1044 T
Other - — - 7 0 EL) - - -
Tetal Raff 1.268 1.298 @ i3 L [] 1461 1312 7
Tntervomial
Dutnesic o 258 ® % 208 th 59 Bl6 [}
Interzational ne k7] w 1171 126 Gi kL7 3%0 f
Other - _- - ® 6 4 - - -
Total \atermodsl 50 578 1] 366 %0 F] o 625 ?
Tetal Surface Transpartation 1518 1376 3 % 8 2209 S 1,063 £ % 8 L2 5 1100 1 %
52 Weeks
Year Volume Year Revenue Year Revenae Per Ui
2005 2004 % Change 2005 2004 % Chonge 2005 2004 % Chanye
Merehandise
Phosphaes and Feulzers L L % 3 M 3 3 % s ¥ 3 MW 9 %
Metals ¥l 3 13 510 502 M 151 1342 ]
Forest Prodects ) 456 ) n 569 H 162 1,467 H
Food and Consumer ) b7)] 3 433 m n 1,759 1539 7
Agoculturs! Products i 351 2 550 584 ) 1541 1436 7
Chemueshs (1] §55 1) 1089 1.052 4 .03 1895 E
Emergmg Markets 508 500 ! 513 497 3 1,816 994 2
88 L%0 (7] &8 3930 ] G, ¢
Aulsroative - 502 3 4 825 2 L730 1643 ]
Coal, Coke and Tren Ore
Coal L12% 1,636 ) 1992 1,892 7] 1154 1034 n
Cote and lun Ore n 0 19 ] 85 35 1060 929 i’
1809 1.706 3 880 1,150 173 LIS 1030 Tr
Otber - - . 1M 34 u - - .
Total RaB 5188 5,148 1 7,186 6,596 10 1399 1281 [
Iotermodal
Domesus )] 1,014 i e 73 @ ns m ?
Intomaisonal 124 1,261 i " 94 I m 392 -
Oxher - - - 128 50 s - - .
Toto) Intermodal 2,165 S8 5] 1,362 1,337 E] 619 583 x
Tatal Surface Transportation 1.50 24 )% § 618 5 7923 % % 5 1,013 § 1067 10 %
Appendix 4 - Page 8
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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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APPENDIX 5



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