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Item 3Q2011 4Q2011 1Q2012 2Q2012
(1) (2) (3) (4) (5)

A. Movement Parameters
1. Railroad NS NS NS NS

2. Miles 585.0 585.0 585.0 585.0

3. Shipment Type Originated & Delivered Originated & Delivered Originated & Delivered Originated & Delivered

4. Cars per Shipment 1 1 1 1

5. Car Type Tank Car < 22,000 Gallons Tank Car < 22,000 Gallons Tank Car < 22,000 Gallons Tank Car < 22,000 Gallons

6. Car Ownership Private Private Private Private

7. Tons per Car 89.8 89.8 89.8 89.8

8. Commodity Chlorine (2812815) Chlorine (2812815) Chlorine (2812815) Chlorine (2812815)

9. Movement Type Single Car Single Car Single Car Single Car

B. Variable Cost and Jurisdictional Threshold

10. Phase III Cost Base Year  1/ $1,726 $1,726 $1,726 $1,726

11. Index to Applicable Quarter 1.01092 1.00353 1.00764 1.02226

12. Phase III Cost for Applicable Quarter  2/ $1,744 $1,732 $1,739 $1,764

13. Jurisdictional Threshold 3/ $3,140 $3,117 $3,130 $3,175

C. Rate and Rate to Variable Cost Ratio

14. Rate Per Car 4/ $8,088 $8,088 $8,088 $8,088

15. Rate To Variable Cost Ratio  5/ 4.64 4.67 4.65 4.59

1/  2011 STB URCS Phase III Released November 28th, 2012.
2/  Line 10 x Line 11.
3/  Line 12 x 1.80.
4/  NSRQ 65912 Effective July 30, 2011 rate of $8,088 per car and not subject to a fuel surcharge. Rate is for NS only move from McIntosh, AL to New Orleans, LA.
5/  Line 14 ÷ Line 12.

Estimated Variable Cost, Jurisdictional Threshold and Revenue to Variable Cost Ratio for the
Movement of Chlorine from McIntosh, AL to New Orleans, LA
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THE BOARD SHOULD NOT RESTRICT  
THE USE OF CROSS-OVER TRAFFIC 

 
 NS has asked the Board to restrict SunBelt’s use of cross-over traffic in this case by 

applying the limitations that the Board has proposed in Ex Parte No. 715, Rate Regulation 

Reforms, regardless whether the Board has completed that rulemaking, or whether it ultimately 

adopts any such measures in that proceeding.1  The Board should reject NS’s arguments on the 

following four independent grounds: 

1. The Board already has decided that it will not apply any cross-over traffic restrictions 
proposed or adopted in Ex Parte 715 to pending cases; 

2. Retroactive application of the Ex Parte 715 proposals to SunBelt would be highly 
prejudicial; 

3. The rationale for restricting cross-over traffic in Ex Parte 715 is flawed; and 

4. SunBelt has not abused cross-over traffic. 

A. THE BOARD ALREADY HAS DECIDED 
NOT TO APPLY ANY CROSS-OVER 
LIMITS PROPOSED OR ADOPTED IN 
EX PARTE 715 TO PENDING CASES 

 The Board expressly decided not to apply any new restrictions upon cross-over traffic 

proposed or adopted in Ex Parte 715 to pending cases.  In the Ex Parte 715 Notice, the Board 

stated that “[w]e do not propose to apply any new limitation…to any pending rate dispute that 

was filed with the agency before this decision was served.”2  SunBelt filed its Complaint on July 

26, 2011, which is a full year to the day before the Ex Parte 715 Notice was served.  NS 

erroneously attempts to portray this decision merely as a preliminary determination that the 

                                                 
1    See NS Reply at III-A-35. 
2    See Ex Parte 715 at 17, n. 11. 
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Board retracted in its decision served in this docket on November 29, 2012, denying NS’s 

“Motion To Hold Case In Abeyance Pending Completion of Rulemaking.”3 

 First, the Board’s determination not to apply any proposed or newly-adopted cross-over 

restrictions to pending cases was not a preliminary determination upon which the Board was 

merely soliciting public comment.  If the Board was only soliciting comments upon whether to 

apply the proposed cross-over rules to pending cases, it would have stayed those cases until that 

determination was made, in order to avoid the potentially unnecessary waste of resources.  The 

proposed restrictions could have such an impact on pending cases that any attempt to apply those 

rules retroactively could require the submission of all new evidence.4 

 In the past, when the Board has solicited comment upon whether to apply a proposed rule 

to pending cases, it has stayed those cases precisely to avoid this type of unnecessary waste.  For 

example, when the Board first proposed the “Average Total Cost,” or “ATC,” methodology for 

allocating cross-over revenue in 2006, it explicitly suspended the procedural schedule in one case 

and held the schedules of two other proceedings in abeyance, while inviting comment on 

“whether or to what extent it would be inequitable to apply the changes proposed herein, or parts 

thereof, to their pending cases.”5  In addition, the Board explicitly stated its intent to apply 

whatever new methodology it might adopt to pending cases and invited comment upon that 

                                                 
3  NS Reply at III-A-48, n. 36 and III-A-50. 
4   See Consolidated Edison Company v. FERC, 315 F.3d 316, 323 (D.C. Cir. 2003) (“A new rule may be applied 

retroactively to the parties in an ongoing adjudication, so long as the parties…are given notice and an 
opportunity to offer evidence bearing on the new standard…and the affected parties have not detrimentally relied 
on the established legal regime….”)  Cf. WFA/Basin, slip op. at 20 (served Sept. 10, 2007) (granting complainant 
opportunity to submit new SAC evidence after denying relief based upon application of new cross-over revenue 
allocation methodology subsequent to the filing of evidence). 

5  See Major Issues, slip op. at 2 (served Feb. 27, 2006) (“Major Issues NPRM”). 
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proposal.6  Finally, the Board declared that “[t]he procedural schedule for this rulemaking 

proceeding will be expedited in the interest of fairness to the parties in the pending cases.”7  In 

Ex Parte 715, the Board has taken none of these actions precisely because it has decided not to 

apply any newly-adopted cross-over traffic rules to pending cases.   

 Second, the Board did not retract its decision against retroactive application to pending 

cases in the November 29, 2012 decision denying NS’s “Motion To Hold Case In Abeyance 

Pending Completion of Rulemaking.”  The Board stated: 

We have already clearly stated that ‘[w]e do not propose to apply any new 
limitation [that may be adopted in Ex Parte 715] retroactively to…any 
pending rate dispute that was filed with the agency before the decision was 
served.’  We believed there that allowing those cases to continue ‘would 
be fair to those complainants, who relied on our prior precedent in 
litigating those cases.’  Hence, it was the Board’s intention that cases 
pending prior to the service of Rate Regulation Reforms should proceed as 
normal, absent some compelling reason or distinguishing factor that makes 
it more appropriate to place them in abeyance.8 

 
Far from retracting its statements in Ex Parte 715, the Board reaffirmed them, and SunBelt has 

relied upon them.   

 SunBelt’s “fairness” and “reliance” interests are stronger now even than they were then.  

SunBelt’s “reliance” interest in particular only grows stronger the further into the process that the 

case proceeds.  Indeed, the Board’s concern with a complainant’s reliance interest only makes 

sense in the context of retroactive application of new rules to pending cases because SunBelt has 

relied upon that precedent when deciding to file its Complaint and to develop its evidence.  

                                                 
6  Id. 
7  Id, slip op. at 3. 
8  See Board’s decision denying NS’s “Motion To Hold Case In Abeyance Pending Completion of Rulemaking” at 

pp. 4-5. 
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There would not be any point to citing a “reliance” interest solely for the purpose of allowing the 

case to proceed if the Board were to apply new rules retroactively at the end of the case anyway.   

 NS nevertheless claims that the Board’s statements in the Ex Parte 715 Notice have been 

rendered “immaterial” by another statement in the November 29th decision.9  Specifically, NS 

cites to the Board’s statement, on page 5, that it “will address any arguments related to cross-

over traffic and cost allocation raised in the pending adjudications, even as it completes its 

consideration of those issues more broadly in Rate Regulation Reforms.”10  This statement, 

however, merely acknowledges what would be true even if there were no pending rulemaking 

proceeding in Ex Parte 715.  The parties to a rate case have always been free to present 

arguments related to any matter in an individual adjudication.  It would have been inappropriate 

for the Board to hold that NS could not do so in this case.  NS, however, has a heavy burden to 

overcome the substantial unfairness that would accrue to SunBelt. 

B. APPLICATION OF THE EX PARTE 715 
PROPOSED CROSS-OVER TRAFFIC 
RESTRICTIONS WOULD BE HIGHLY 
PREJUDICIAL TO SUNBELT________ 

 The SAC methodology is dauntingly complex, long, and expensive.  When the Board’s 

Coal Rate Guidelines decision was affirmed on appeal, these concerns were clearly on the mind 

of the Court.  In a concurring opinion, Judge Becker cautioned: 

Although I join the majority in upholding the Commission’s adoption of 
Stand Alone Cost modeling within its guidelines, I also write separately to 
identify the serious problems that I see developing if the Commission does 
not effectively minimize the costs incurred by shippers in challenging the 
carrier’s rates (either through a Stand Alone Cost model or through any 
other Constrained Market Pricing constraint) and maximize the discovery 

                                                 
9    See NS Reply at III-A-48, n. 36. 
10    Id at III-A-35. 
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available to them when doing so.  The shippers argue forcefully that rate 
challenges will be frustrated by the complexity of the Commission’s 
inhospitable rules and procedures.  Because I agree that rules and 
regulation that produce such futility would violate the shipper’s statutory 
right to challenge rates, I write to note my belief that future courts may 
have to set aside the rules if the Commission does not resolve these 
problems.11 

The SAC process has only become more complex since Judge Becker expressed those 

concerns.  The prejudice from applying the proposed cross-over traffic restrictions to SunBelt, 

which already has expended substantial time and money to bring this case and submit Opening 

evidence in substantial reliance upon well-established precedent concerning the use of cross-over 

traffic, would be incalculable.  In recognition of this fact, the Board has justifiably determined 

not to apply any new cross-over rules adopted in Ex Parte 715 to SunBelt’s pending rate case. 

 The Board’s decision reflects a balancing of the equities.  This is precisely the sort of 

judgment that the Board is designated by Congress to make.12  The “ill effect” of retroactive 

application requires the agency to consider whether the affected parties have detrimentally relied 

on the established legal regime.13   

                                                 
11  Consolidated Rail Corp. v. U.S., 812 F.2d 1444, 1457-58 (3rd Cir. 1987) (Becker, J. concurring in part and 

dissenting in part). 
12  See, e.g., Alabama Power Co. v. ICC, 852 F.2d 1361, 1371 (D.C. Cir. 1988) (affirming ICC decision not to apply 

a correction to the RCAF retroactively after balancing the inequities to shippers and carriers); Methodist Hospital 
of Sacramento v. Shalala, 38 F.3d. 1225, 1235 (D.C. Cir. 1994) (affirming HHS refusal to apply wage index 
revisions retroactively as a reasonable choice between competing values).  In balancing the equities, the Board 
must consider whether “‘the ill effect of the retroactive application’ of the rule outweighs the ‘mischief’ of 
frustrating the interests the rule promotes.”  Maxcell Telecon Plus, Inc. v. FCC, 815 F.2d 1551, 1554-55 (D.C. 
Cir. 1987), quoting SEC v. Chenery Corp. 332 U.S. 194 (1947). 

13   See, e.g., Consolidated Edison Company v. FERC, 315 F.3d 316, 323 (D.C. Cir. 2003); Retail, Wholesale & 
Dept. Store Union v. NLRB, 466 F.2d 380, 390 (D.C. Cir. 1972) (adopting five factor test for deciding whether 
new rules adopted in an adjudication should not be applied retroactively).  The five factor test, which is applied 
to determine if a new rule adopted in an adjudication should not be applied retroactively, would weigh heavily 
against retroactive application.  Specifically, (1) the use of cross-over traffic is not a case of first impression; (2) 
limits upon the use of cross-over traffic would constitute an abrupt departure from well-established practice; (3) 
SunBelt has relied extensively upon the current rule in pursuing its claims and developing its evidence; (4) the 
burden upon SunBelt in terms of time and expense would be enormous; and (5) there is no compelling statutory 
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 NS asserts that SunBelt cannot claim any prejudice because it had “more than ample 

notice that the Board was considering changes to cross-over traffic limits….”14  That simply is 

not true. 

 The use of cross-over traffic in the SAC analysis has been well-established precedent for 

nearly 20 years.  It was founded upon basic SAC principles and the need to ensure effective 

access to regulatory remedies through a manageable SAC process.  The Board first approved the 

use of cross-over traffic in Nevada Power II,15 because excluding cross-over traffic “would 

weaken the SAC test” by “depriv[ing] the SARR of the ability to take advantage of the same 

economies of scale, scope and density that the incumbents enjoy over the identical route of 

movement.”  The SAC analysis attempts to replicate a contestable market rate,16 which is one of 

two economic theories that are central to the principle of constrained market pricing that is at the 

core of the SAC analysis.17  “A contestable market is one into which entry is absolutely free and 

exit absolutely costless where the new entrant suffers no disadvantage relative to the 

incumbent.”18  If the SARR may not select from the same traffic that is available to the 

incumbent, including cross-over traffic, then the SAC analysis cannot truly replicate a 

contestable market because the SARR suffers a disadvantage relative to the incumbent.19   

                                                                                                                                                             
interest in applying new cross-over traffic limits to this case despite SunBelt’s substantial reliance upon the 
current standard. 

14  See NS Reply at III-A-41. 
15  See Nevada Power II at 265, n. 12. 
16  Id at 266. 
17  See Coal Rate Guidelines at 525 and 528-529. 
18  See Nevada Power II at 266, citing Guidelines at 528. 
19   Because contestable market theory holds that an entrant into a market need not replace the incumbent in its 

entirety, the SARR may replace a subset of the incumbent’s products or services.  That subset of services can 
take two forms.  The SARR may choose to carry any subset of traffic on a particular line segment and it may 
choose to provide only a portion of the total service for the traffic it selects.  In both cases, the SARR is choosing 
to serve a subset of the incumbent’s relevant market, as contemplated by contestable market theory.  The latter 



Rebuttal Exhibit III-A-1 
Page 7 of 25 

 
THE BOARD SHOULD NOT RESTRICT  
THE USE OF CROSS-OVER TRAFFIC 

 
 In 2004, ten years after Nevada Power II, the STB observed that “[t]he use of cross-over 

traffic to simplify the SAC presentation is a well-established practice.”20  The STB identified 

multiple reasons why cross-over traffic is both necessary and desirable, which remain true today 

and which would be undermined by the proposed limits on cross-over traffic. 

 First, the Board observed that “[p]ermitting [the complainant] to use cross-over traffic in 

its SAC presentation…keeps the SAC analysis properly focused on the core inquiry—whether 

the defendant railroad is earning adequate revenues on the portion of its rail system that serves 

the complaining shipper.”21  “Creating a SARR to serve the same traffic group without using the 

cross-over traffic device would dramatically enlarge the geographic scope of a SARR” by 

requiring a complainant to build a SARR capable of handling the cross-over traffic from its 

origin to its destination, thus including far more facilities than those needed to handle the issue 

movement.22  The Board’s proposed limits upon cross-over traffic would completely undermine 

this benefit by requiring the very expansion of a SARR that the Board previously has determined 

to be undesirable.  Instead of focusing upon the portion of the defendant’s rail system that 

handles the issue traffic, a SARR would become many multiples larger.23  

 Second, the Board correctly observed that expanding the SARR will not eliminate cross-

over traffic, but simply create new groups of cross-over traffic.24  Because each extension of the 

                                                                                                                                                             
form specifically includes cross-over traffic.  Thus, restricting cross-over traffic would violate the tenants of 
sustainability required for a contestable market. See Baumol, William J., John C. Panzar, and Robert D. Willig, 
“Contestable Markets and the Theory of Industry Structure,” New York, Harcourt Brace Jovanovich (1982) 
(“Baumol, Panzar and Willig”) at page 197. 

20  See PSCo/Xcel at 601 [citations omitted] [underline added]. 
21  Id. 
22  Id. 
23  See, e.g., PSCo/Xcel at 601 (the 400 mile PSCo/Xcel SARR would need to be 10 times larger to serve the 

destinations); Nevada Power II at 263 (the 1,400 mile SARR would double to 2,800 miles). 
24  See PSCo/Xcel at 602. 
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SARR to originate and/or terminate one group of cross-over traffic would create a new group of 

cross-over traffic over the added line segments, a shipper would have to extend its SARR even 

further in order “to generate the same economies of density” that the defendant railroad enjoys 

over the newly-extended SARR.  This quickly becomes a “cascading analysis [that] could result 

eventually in a complainant having to replicate almost all of [the defendant’s] system.  The scope 

and complexity of the proceeding would expand exponentially.”25   

 This leads to the third and final observation of the Board, which is that: 

The use of cross-over traffic thus provides a reasonable measure of 
simplification that allows SAC presentations to be more manageable.  
Curtailing the geographic scope of the SARR greatly simplifies the 
operating plans that must be developed, thus limiting the complexity of 
what is nevertheless still a dauntingly large and detailed task.  Without 
cross-over traffic, captive shippers might be deprived of a practicable 
means by which to present their rate complaints to the agency.26   

In PSCo/Xcel, the Board observed the following consequences from expanding a SARR to 

originate and/or terminate cross-over traffic: 

While the WCC is a relatively small and straight-forward SARR, the 
parties had to produce, and the Board analyze, dozens of volumes of 
evidence on the costs associated with acquiring the land, designing, 
building, and operating this short SARR (approximately 400 route-miles).  
It is difficult to imagine the amount of materials that would have to be 
produced and analyzed to put together the evidence needed to design a 
railroad 10 times larger.  The number of disputed issues would also 
escalate, and the operating plans and computer simulation models would 
become so complicated as to risk being intractable.27 

Based upon these prior Board observations, an inevitable consequence of the Board’s proposed 

cross-over limits would be to increase SARRs exponentially, or to deny a shipper any regulatory 

                                                 
25  Id. 
26  See PSCo/Xcel at 603.   
27  Id.   
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remedy at all because the cost and complexity of the SAC analysis will have become so 

overwhelming that it would not be practical for a shipper to pursue its remedies.   

 The Board very recently held that both of these consequences are unacceptable.  The 

Board reaffirmed its rationale for using cross-over traffic as a modeling device: 

[T]his device has become an indispensable part of administering a 
workable test.  Without cross-over traffic, the SARR would need to 
replicate the entire service provided by the defendant railroad for all of the 
traffic included in the SAC analysis…. Such an expanded SAC analysis, 
however, could be impracticable and would not allow us to meet our 
regulatory objectives, and we must guard against the SAC process 
becoming so complex and expensive as to deny captive shippers 
meaningful access to the rate review provided for under Guidelines. 28   

The Board similarly noted that: 

Without cross-over traffic, captive shippers might be deprived of a 
practicable means by which to present their rate complaints to the agency.  
This would be contrary to the policy directives set by Congress in 49 
U.S.C. 10101(2) (to require fair and expeditious regulatory decisions when 
regulation is required), 10101(6) (to maintain reasonable rates where there 
is an absence of effective competition), and 10101(15) (to provide for the 
expeditious handling and resolution of all rail proceedings required or 
permitted to be brought before the Board).29 

This precedent demonstrates that the Board’s proposed limits upon cross-over traffic will 

leave shippers with a choice between two impermissible options that would violate SAC 

principles and deny captive shippers meaningful access to the regulatory process. 

 In the face of the foregoing 20 years of precedent holding that the use of cross-over 

traffic is “well-established” and “indispensable,” NS suggests that SunBelt was somehow on 

notice that all of this was about to change, based upon a single Board decision in AEPCO 2011, 

                                                 
28  See WFA/Basin, slip op. at 11 [emphasis added] [footnote omitted]. 
29  See PSCo/Xcel II at 16. 
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served on June 27, 2011.30  But that decision gave no such hint that the Board was even 

considering restrictions upon cross-over traffic, much less restrictions as far reaching and drastic 

as those the Board eventually would propose in Ex Parte 715.   

 The only concern expressed by the Board in AEPCO 2011 was “with how the parties 

have developed the variable costs for the traffic movements on the SARR submitted by AEPCO” 

because “most of AEPCO’s traffic group moves in trainload service, but most of the variable 

costs calculated for that group are costed assuming it is moved in carload and multi-car 

service.”31  Moreover, this concern was posited solely in the context of the MMM calculation, 

not the proper use of cross-over traffic, and the Board never suggested that the proper way to 

address this issue would be to restrict cross-over traffic in any manner.  Rather, the Board 

attempted to address its concern by instructing the parties “to submit revised variable cost 

calculations, reflecting actual operating characteristics of the movement on the SARR, for the 

traffic group submitted on rebuttal.”32  Thus, it simply is not credible to suggest that SunBelt 

could and should have divined that the Board would propose any restrictions upon cross-over 

traffic from just two sentences in the two-page AEPCO 2011 decision.  The only subject that 

reasonably could be considered to be in “flux” after this decision was the calculation of variable 

costs in the MMM methodology. 

 Nor did the Board’s final decision in AEPCO 2011 provide any hint of impending cross-

over traffic restrictions.  Because the Board determined that the revised variable cost calculations 

submitted by the parties in response to the June 27, 2011 decision was immaterial to the outcome 

                                                 
30  See NS Reply at III-A-41-42. 
31  See AEPCO 2011, slip op. at 2. 
32  Id. 
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of the case, it declined to resolve the concerns expressed in that decision.  The Board, however, 

declared that “[t]he June 27 decision has properly framed this issue for future rate litigants to 

consider and brief.”33  This reference back to the June 27 decision provided no additional 

guidance or notice beyond that already described in the preceding paragraph.34 

 The first time SunBelt received any notice that the Board was considering any restrictions 

upon cross-over traffic was on July 25, 2012, when the Board served the Ex Parte 715 Notice.  

This was just one week to the day before SunBelt filed its Opening evidence.  SunBelt had been 

preparing its Opening evidence for over six months prior to actually filing it.  The selection of 

traffic for the SARR, which includes the selection of cross-over traffic, is one of the very first 

steps in the SAC analysis.  SunBelt relied extensively on the Board’s well-established precedent 

in doing so, and subsequently expended an enormous amount of time and money to construct its 

entire SARR around that traffic group.  Thus, the prejudice to SunBelt if the Board were to apply 

any cross-over restrictions retroactively to this case is obvious. 

                                                 
33   AEPCO 2011, slip op. at 36 (served Nov. 22, 2011).  In response to this statement, SunBelt addressed this issue 

and provided sensitivity analyses in its Opening Evidence based on the application of the AEPCO 2011 MMM 
adjustment to the traffic group.  SunBelt Opening at III-H-15-19 and 21 (n. 44).  The AEPCO 2011 decision only 
hinted that such an adjustment may be required on cross-over traffic in future cases, not that the traffic would be 
excluded from the analyses. 

34   NS disingenuously asserts that SunBelt also received notice that “the Board…would commence a rulemaking to 
address cross-over traffic rules” six weeks prior to its Opening Evidence in the Board’s decision in WFA/Basin 
III.  See NS Reply at III-A-52.  The only rulemaking reference in that decision was to the ATC methodology.  
The Board never suggested that this rulemaking, which eventually became Ex Parte 715, would be any broader 
than that issue and certainly never mentioned restrictions upon the use of cross-over traffic.  See Id, slip op. at 12 
(“[t]he Board is planning to begin a rulemaking proceeding to consider whether a methodology similar to 
BNSF’s alternative ATC might be just such an approach”). 
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C. THE EX PARTE 715 PROPOSALS 

ARE FUNDAMENTALLY FLAWED 

1. The Board Has Not Provided A 
Cogent Rationale For Departing 
From Established Precedent____ 

 The fundamental premise of the Board’s proposals to limit cross-over traffic is that there 

may be a disconnect, when handling a certain type of cross-over traffic, between the cross-over 

revenue allocation methodology (which the Board also has proposed to modify in Ex Parte 715, 

but for different reasons) and the SARR’s costs of handling such cross-over traffic, which 

allegedly creates a bias in favor of shippers.35  But this perceived “disconnect,” even if it were 

real, which it is not, would not justify the Board’s proposed cross-over traffic restrictions 

because the Board never intended any connection between ATC revenue allocations and the 

SARR’s operations.  Rather, ATC revenue allocations are intended to reflect the incumbent 

railroad’s operations over the line segments replicated by the SARR.  The Board’s attempt to 

create a connection with the SARR’s operations is an unacknowledged and unexplained 

departure from precedent. 

 The Board attributes this newly-perceived disconnect to the increased use of carload and 

multi-carload cross-over traffic in Full-SAC cases. 

There is a disconnect between the hypothetical cost of providing service to 
these movements over the segments replicated by the SARR and the 
revenue allocated to those facilities.  When the proposed SARR includes 
cross-over traffic of carload and multi-carload traffic, it generally would 

                                                 
35   See Ex Parte 715 at 16.  The alleged “disconnect” is really imprecision caused by differences between the 

incumbent’s actual movement-specific costs and the URCS Phase III program’s use of system averages to 
estimate variable costs for individual movements.  This imprecision would exist regardless of the SARR’s 
operations.  This is neither inappropriate nor a problem, because such imprecision exists in all aspects of URCS 
when used in the SAC analysis.  Moreover, if it were a problem, there are far less intrusive ways to address it 
than to restrict a SARR’s access to cross-over traffic. 
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handle the traffic for only a few hundred miles after the traffic would be 
combined into a single train.  As such, the “cost” to the SARR of handling 
this traffic would be very low.  In recent cases, litigants have proposed 
SARRs that would simply hook up locomotives to the train, would haul it 
a few hundred miles without breaking the train apart, and then would 
deliver the train back to the residual defendant.  All of the costs of 
handling that kind of traffic (meaning the costs of originating, terminating, 
and gathering the single cars into a single train heading in the same 
direction) would be borne by the residual railroad.  However, when it 
comes time to allocate revenue to the facilities replicated by the SARR, 
URCS treats those movements as single-car or multi-car movements, 
rather than the more efficient, lower cost trainload movements that they 
would be.  As a result, the SAC analysis appears to allocate more revenue 
to the facilities replicated by the SARR than is warranted.36 

By this reasoning, the Board would attribute a purpose to ATC that it never intended and 

previously disavowed.   

 Specifically, the Board is using ATC to judge the fairness of cross-over revenue divisions 

based upon the SARR’s costs, rather than the incumbent railroad’s costs.  The Board previously 

rejected such comparisons in Major Issues and WFA II.  In Major Issues, the Board explained 

that ATC estimates the incumbent’s cost of service over each line segment, and allocates 

revenues to those segments based on the incumbent’s relative costs for each segment.37  The 

Board clarified that ATC should use the incumbent’s traffic density over each line segment, not 

the SARR’s density and that “the objective of ATC is to reflect the defendant carrier’s relative 

costs of providing service over the relevant segments of its network.”38   

 Consistent with this precedent, the Board also does not consider the SARR’s costs when 

the SARR contains internal reroutes of cross-over traffic.  For example, assume a cross-over 

movement of three equidistant 300 mile segments from origin A, to intermediate stations B and 
                                                 
36  See Ex Parte 715 at 16 [underline in original]. 
37  See Major Issues at 34. 
38  See WFA/Basin II, slip op. at 13, [underline added]. 
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C, and then to destination D.  Now, assume that the SARR constructs a different, lower density 

route between stations B and C that is 350 miles long and reroutes the cross-over traffic over that 

longer, less dense route.  ATC allocates the cross-over revenue based upon the actual high-

density 300 mile route rather than the SARR’s longer, less dense, and more expensive 350 mile 

route.  Although this is proper because the ATC divisions are intended to reflect the incumbent’s 

costs rather than the SARR’s, the Board’s new logic would contradict this policy.   

 The Board’s attempt to align the ATC revenue divisions with the SARR’s operations also 

is at odds with the long-held view that the SARR does not need to be another railroad.39  This 

understanding was one of three explanations that the Board provided in WFA II for using the 

incumbent’s densities rather than the SARR’s.40  Because the SARR does not need to be another 

railroad, how the SARR runs its operations should be immaterial to the division of cross-over 

revenue under the ATC methodology.   

 ATC works as the Board intended.  In Major Issues, the Board stated that the purpose of 

ATC is to reflect, to the extent practicable, the incumbent’s relative average costs of providing 

service over the on-SARR and off-SARR segments.  If the incumbent performs more costly 

origin and termination switching of cross-over traffic on the off-SARR segment, URCS assigns 

additional costs to those segments, which means that ATC assigns additional cross-over revenue 

to those segments whether the traffic is single car, multi-car, or trainload traffic.41  Thus, 

contrary to the Board’s assumption in Ex Parte 715, ATC does not allocate revenue to the SARR 

for origin and termination services that the SARR does not perform.  Not a single railroad party 

                                                 
39  See Guidelines at 543. 
40  See WFA/Basin II at 14. 
41  See Major Issues at 31. 
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to Ex Parte 715 challenged this fact in three rounds of comments.  Although NS does challenge 

the sufficiency of the URCS origin and termination credits, NS does not support its assertions 

with any evidence.42 

 Although the Board has focused on origin and termination services, its concern actually 

seems to be with inter and intra-train (“I&I”) switching costs, which URCS assigns on a system 

average basis in 200 mile increments, rather than to actual movements where such switching 

occurs, based upon the assumption that I&I switching occurs on average every 200 miles for 

non-trainload traffic.  This was the issue in AEPCO 2011, which the Board cites as the basis for 

its concern.43  While this assumption creates imprecision, it does not create bias, because this 

imprecision can work equally in favor of the SARR or the residual incumbent.  Thus, the Board 

has no basis to conclude that the ATC methodology fails to allocate sufficient revenue to the 

residual incumbent for the tasks that it performs.   

 Rather than demonstrate that ATC allocates insufficient revenue to the residual 

incumbent line segments, the Board argues that ATC appears to allocate more revenue to the 

SARR than is warranted for the tasks that the SARR performs.44  The Board’s presumption was 

never explored, much less proven.  Even if the Board’s presumption were correct, which it is not, 

this comparison is not relevant because the proper focus is upon the services that the incumbent 

performs over the same segments.  Moreover, even if it were relevant, the proper remedial action 

would be to revisit how the URCS Phase III program allocates terminal and switching costs, not 

to restrict the use of cross-over traffic.   

                                                 
42  See NS Reply at III-A-38. 
43  See Ex Parte 715 at 16, n. 10. 
44  See Ex Parte 715 at 16. 
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 The Board’s logic for adopting cross-over traffic restrictions is inconsistent with the 

foregoing precedent, because the ATC methodology for allocating cross-over revenue has 

nothing to do with the SARR’s operations, but is entirely linked to the incumbent’s real-world 

operations.  The Board cannot have its logic both ways.  If the Board uses the SARR’s 

operations to determine the fairness of cross-over revenue allocations, it must use the SARR’s 

operations (e.g., density) for all other elements of ATC.  On the one hand, if there is a 

connection, the Board must use the SARR’s density rather than the incumbent’s in the ATC 

methodology, which it currently does not do.  On the other hand, if there is no intended 

connection, any alleged “disconnect” discussed in the Notice cannot provide the rationale for 

limiting the use of cross-over traffic.   

 Inexplicably, the Board now appears to be abandoning this precedent by claiming that 

there is a problem caused by a “disconnect” between revenue allocations and the SARR’s cost of 

providing service when no such “connection” was ever intended.  The Board either must adhere 

to its precedent, or recognize its reasoning as a departure from precedent and provide a rational 

justification for its departure.45 

2. The Board’s Proposals Would 
Bias The SAC Analysis______ 

 As demonstrated in the preceding section, there is no bias in the existing cross-over 

revenue allocation methodology, when applied to carload and multi-carload traffic, to justify the 

Board’s proposed restrictions upon such cross-over traffic.  In contrast, the proposed restrictions 

themselves would create a significant anti-SARR bias. 

                                                 
45  Assoc. of the United States v. State Farm Mutual Automobile Ins. Co., 463 U.S. 29, 48 (1983) (An agency that 

departs from its own precedent must “cogently explain why it has exercised its discretion in a given manner”). 
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a. The Board’s Proposals Are Overbroad 

 Even if the Board had identified a real bias, there is a tremendous disconnect between the 

perceived problem that the Board has identified and its two proposals to address that problem.  

Both proposals would eliminate not only the perceived “problem” traffic, but also a significant 

amount of traffic that does not possess the problem characteristics.   

 In Ex Parte 715, the Board explains that its newly-expressed concern with cross-over 

traffic has arisen due to a shift in recent cases from cross-over traffic that is predominantly 

trainload service to cross-over traffic that includes large amounts of carload and multi-carload 

movements.46  The Board, however, is not concerned with all carload and multi-carload cross-

over traffic.  Rather, the Board is concerned with SARRs that construct a short segment over a 

high-density line and primarily serve as a bridge carrier that handles most of its traffic (a 

significant portion of which is single car and multiple car traffic) in so-called “hook-and-haul” 

overhead trainload service, leaving the residual incumbent to perform more costly terminal 

activities.47  Therefore, the Board has solicited comments on two options for restricting this type 

of cross-over traffic.  Both options, however, are so broad that they would eliminate significant 

amounts of cross-over traffic that the Board has not identified as a “problem.” 

 The first option would exclude all cross-over traffic unless the SARR either originates or 

terminates that traffic.48  The Board’s presumption seems to be that a SARR that does not 

originate or terminate a movement will not perform any “costly” switching and handling 

                                                 
46  See Ex Parte 715 at 16.  This shift has primarily arisen due to the Board’s creation of internal cross-subsidy 

analyses, which require the shipper to include sufficient traffic over the investment and operating cost of each 
SARR segment. 

47  Id at 16. 
48  Id at 17. 
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services, such as I&I switching.  Although such cross-over traffic would not move in the “hook-

and-haul” service that concerns the Board, the first proposal nevertheless would exclude all such 

traffic (including traffic that the SARR re-blocks at intermediate yards).   

 The substantial over breadth of the first option is exemplified in this proceeding.  NS has 

estimated that the Board’s first proposed restriction would eliminate 38 percent of the SARR’s 

traffic.49  The SunBelt SARR, however, includes significant volumes of overhead cross-over 

traffic for which the SBRR performs I&I switching, thereby incurring comparable costs to those 

incurred by NS for intermediate handling.  The fact is that the SunBelt cross-over traffic is not 

predominantly hook-and-haul overhead movements that are originated/terminated by the residual 

incumbent.  In all, less than 1 percent of the SBRR’s traffic constitutes the type of “hook-and-

haul trainload” traffic about which the Board has expressed concern.50  Yet according to NS, the 

Board’s first proposal would eliminate 38 percent of the cross-over traffic. 

 The second option would exclude all cross-over traffic except for trainload movements.51     

In other words, the only cross-over traffic that would be allowed on the SARR would be real-

world unit train movements.  This would eliminate all carload and multi-carload cross-over 

traffic, even if the SARR actually originated or terminated that traffic.   

 The Board may not, and should not, impose any limits upon cross-over traffic.  However, 

even assuming arguendo that the Board has identified a problem with cross-over traffic that 

                                                 
49  See NS Reply at III-A-40. 
50 Only 1,511 carloads in the 1Q-3Q 2011 time period meet the AEPCO criteria.  See: “dbo_Sunbelt SRR Main Traffic Group 
with waybills rebuttal 2011 MiscTests.mdb” at Query “Quantify AEPCO MMM Adj Traffic”  See also: “SRR Traffic Selection 
Methodology v5 rebuttal.docx” at Step 15.5. 

51  See Ex Parte 715 at 17. 
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should be addressed, both of its proposed solutions would eliminate far more than just the 

alleged “problem” traffic. 

b. The Board’s Proposals Would 
Severely Under-Allocate Cross-Over 
Revenue To The SARR Using Either 
Modified-ATC Or Alternate-ATC__ 

 The Board’s attempt to avoid the misperception that ATC over-allocates revenue to the 

SARR would in practice substantially under-allocate revenue to the SARR.  This is because, 

although ATC allocates cross-over revenue to the on-SARR and off-SARR line segments based 

upon the real-world traffic densities of the incumbent, the proposed restrictions upon cross-over 

traffic will restrict the SARR from achieving the traffic density of the incumbent.  The result 

would be a significant “disconnect” between the high per-unit fixed costs the SARR would need 

to recover over those lines and the incumbent’s low per-unit fixed costs reflected in the ATC 

divisions.  This is true for both Modified-ATC and Alternate-ATC, although the under allocation 

is magnified by Alternate-ATC.   

 Traffic density is the central tenet of ATC.52  “The ATC method calculates the average 

total cost per ton associated with the segments at issue,”53 which will be higher on light density 

segments than on high density segments.  As a result, ATC will allocate more revenue to lighter-

density line segments based on the segments’ relative fixed cost components.54   

 Because the SARR will have much lower traffic density than the incumbent over the 

same line segment due to the cross-over traffic restrictions, it will have a higher average total 

cost per ton for that segment.  This means that the SARR requires more revenue to cover that 
                                                 
52  See Major Issues at 33-34. 
53  Id at 34. 
54  Id at 35. 
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higher cost.  However, because ATC allocates cross-over revenue on the basis of the 

incumbent’s higher real-world traffic density, ATC would not allocate sufficient revenue to the 

SARR under the Board’s proposed cross-over restrictions.  Therefore, despite its lower density, 

the SARR will receive less cross-over revenue even though it in fact needs more revenue to 

cover its average total cost per ton.   

 In essence, the Board intends to justify cross-over traffic restrictions based upon a 

perceived “disconnect” between SARR variable costs and incumbent variable costs, but the 

restrictions themselves would create an even larger disconnect between SARR average fixed 

costs and incumbent average fixed costs.  Therefore, the Board would also need to use the 

SARR’s traffic density to recalibrate the average fixed cost component for the on-SARR 

movement segment in the ATC calculation so as to avoid the creation of an even larger 

“disconnect” between the SARR’s fixed cost recovery requirements and the revenue allocated to 

the SARR.   

D. SUNBELT HAS NOT ABUSED 
CROSS-OVER TRAFFIC_____ 

 A fundamental predicate to the NS argument, as with the Ex Parte 715 rulemaking itself, 

is that there has been an abuse of cross-over traffic that creates a bias in favor of complainants in 

SAC proceedings.  That simply is not the case. 

1. SunBelt Has Used Cross-
Over Traffic Consistent 
With STB Precedent____ 

 Cross-over traffic has been an essential tool in making the SAC analysis manageable for 

nearly 20 years.  The Board first approved the use of cross-over traffic in Nevada Power II 
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because excluding cross-over traffic “would weaken the SAC test” by “depriv[ing] the SARR of 

the ability to take advantage of the same economies of scale, scope and density that the 

incumbents enjoy over the identical route of movement.”55  SunBelt has used cross-over traffic 

in its SAC analysis consistent with the long line of STB precedent on this issue.56 

 In 2004, the STB, citing to this long line of precedent, confirmed that “[t]he use of cross-

over traffic to simplify the SAC presentation is a well-established practice.”57  That was more 

than nine (9) years ago during which the practice has become even more entrenched.  The STB 

pointed to multiple reasons why cross-over traffic is both necessary and desirable: 

Permitting [the complainant] to use cross-over traffic in its SAC 
presentation… keeps the SAC analysis properly focused on the core 
inquiry—whether the defendant railroad is earning adequate revenues on 
the portion of its rail system that serves the complaining shipper.  

*** 

Creating a SARR to serve the same traffic group without using the cross-
over traffic device would dramatically enlarge the geographic scope of a 
SARR” by requiring a complainant to build a SARR capable of handling 
the cross-over traffic from its origin to its destination, thus including far 
more facilities than those needed to handle the issue movement.58 

*** 

Because each such extension of the SARR to handle one group of cross-
over traffic from origin to destination would create a new group of cross-
over traffic in order “to generate the same economies of density” that the 
defendant railroad enjoys over the extended SARR, “[t]he cascading 
analysis could result eventually in a complainant having to replicate 

                                                 
55  See Nevada Power II at 265, n. 12. 
56  See, e.g., Otter Tail, slip op. at 13.  (“Accordingly, we affirm the ability of a complainant to use cross-over 

traffic, which is now a bedrock feature of the SAC test” [emphasis added]). 
57   See PSCo/Xcel at 601 [citations omitted] [underline added]. 
58   Id. 
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almost all of [the defendant’s] system.  The scope and complexity of the 
proceeding would expand exponentially.59 

*** 

The use of cross-over traffic thus provides a reasonable measure of 
simplification that allows SAC presentations to be more manageable.  
Curtailing the geographic scope of the SARR greatly simplifies the 
operating plans that must be developed, thus limiting the complexity of 
what is nevertheless still a dauntingly large and detailed task.  Without 
cross-over traffic, captive shippers might be deprived of a practicable 
means by which to present their rate complaints to the agency.60 

 The SBRR, which is 581 miles long, would be larger and more complex if the Board 

were to require SunBelt to include more facilities than those needed to handle the issue 

movements.  Moreover, each expansion of the SARR to include the facilities needed to handle 

one group of cross-over traffic would create a new group of cross-over traffic requiring another 

expansion, until the SARR has replicated the entire NS network.61  When the Board described 

the objective of cross-over traffic as “limiting the complexity of what is nevertheless still a 

dauntingly large and detailed task,”62 it was referring to a SARR that had only 396.2 route 

miles.63  The SBRR, which is nearly 190 miles longer, presents an even more compelling 

argument for the use of cross-over traffic. 

 SunBelt has used cross-over traffic to accomplish the very objectives that underlie the 

Board’s long-established precedent permitting such traffic.  SunBelt is trying to limit the 

complexity of an already “dauntingly large and detailed task.”  Without the cross-over traffic 

                                                 
59   Id at 602. 
60   Id at 603. 
61  Id at 602. 
62  Id at 603. 
63  Id at 632. 
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device, SunBelt could be deprived of a practicable means by which to present its rate complaint 

to the Board.   

2. The SBRR Does Not Implicate The 
Concerns With Cross-Over Traffic 
Expressed in Ex Parte 715_______ 

 In Ex Parte 715, the Board explained that its new-found concern with cross-over traffic 

has arisen due to a shift in recent cases from cross-over traffic that is predominantly trainload 

service to cross-over traffic that includes large amounts of carload and multi-carload 

movements.64  The Board noted that: 

In recent cases, litigants have proposed SARRs that would simply hook up 
locomotives to the train, would haul it a few hundred miles without 
breaking the train apart, and then would deliver the train back to the 
residual defendant.  All of the costs of handling that kind of traffic 
(meaning the costs of originating, terminating, and gathering the single 
cars into a single train heading in the same direction) would be borne by 
the residual railroad.  However when it comes time to allocate revenue to 
the facilities replicated by the SARR, URCS treats those movements as 
single car or multi-car movements, rather than the more efficient, lower 
cost trainload movements that they would be.  As a result, the SAC 
analysis appears to allocate more revenue to the facilities replicated by the 
SARR than is warranted.65 

The Board has proposed new limits upon the use of cross-over traffic, because of this perceived 

“disconnect between the hypothetical cost of providing service to these movements over the 

segments replicated by the SARR and the revenue allocated to those facilities.”66  According to 

the Board, “[w]ithout a means of correcting or minimizing the bias…, we need to address the use 

of cross-over traffic in Full-SAC cases.”67   

                                                 
64  See Ex Parte 715, slip op. at 16 and n. 10 
65  See Ex Parte 715, slip op. at 16 [emphasis added]. 
66  Id. 
67  Id. 
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 Because the Board has expressed concern with the nature of cross-over traffic, not the 

amount, handled by a SARR, NS’s focus upon how much cross-over traffic the SBRR handles is 

irrelevant.68  Specifically, the Board is concerned with SARRs that construct a short segment 

over a high-density line and primarily serve as a bridge carrier that handles most of its traffic (a 

significant portion of which is single car and multiple car traffic) in hook-and-haul overhead 

trainload service, leaving the residual incumbent to perform more costly terminal activities.  The 

SBRR handles very little cross-over traffic of this type that underlies the concerns expressed by 

the Board in Ex Parte 715. 

 Less than 1 percent of the SBRR’s traffic constitutes the type of “hook-an-haul overhead 

trainload service” traffic that concerned the Board in Ex Parte 715.  This is because the SBRR 

performs I&I switching on most of its overhead cross-over traffic at Birmingham, AL, and other 

yards.  This means that the SBRR incurs comparable costs to those incurred by NS for 

intermediate handling.  Furthermore, much of the SBRR’s cross-over traffic is interchanged to 

western railroads – not NS – at New Orleans, and therefore is not overhead traffic interchanged 

to the residual incumbent on both ends.69  In other words, the SBRR cross-over traffic is not 

predominantly hook-and-haul overhead movements.  For other cross-over movements where the 

SBRR acts only as a bridge carrier, NS also is only a bridge carrier, but over a larger geographic 

footprint, which means that neither the SBRR nor the residual NS provides more costly terminal 

services.  Rather, they are both providing hook-and-haul service. 

                                                 
68  See NS Reply at III-A-36-37. 
69  Id. 
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 The NS claim that the SBRR does not provide I&I switching is untrue.70  Furthermore, 

NS claims, without offering any support, that even after NS has provided for these services in its 

operating plan, the ATC methodology still would over-allocate revenue to the SARR.71  Because 

NS has not attempted to support or even explain its logic, there is nothing for SunBelt to rebut or 

the Board to accept. 

 Assuming, arguendo, that the Board has identified a genuine bias from certain types of 

cross-over traffic, only a small portion of the SBRR’s cross-over traffic is the type that creates 

this alleged bias.  Consequently, there is no purpose in applying cross-over traffic restrictions in 

this proceeding.   

                                                 
70   See NS Reply at III-A-38. 
71  Id. 
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2012-2016 1 2017-2021 2 2012-2016 4 2017-2021 2 2012-2016 4 2017-2021 2

(2) (3) (4) (5) (6) (7)

1. 10 NS Internal Forecast RCAF NS / St to St Forecast RCAF NS / St to St Forecast RCAF

2. 20 NS Internal Forecast RCAF NS / St to St Forecast RCAF NS / St to St Forecast RCAF

3. 25 NS Internal Forecast RCAF NS / St to St Forecast RCAF NS / St to St Forecast RCAF

4. 30 NS Internal Forecast RCAF NS / St to St Forecast RCAF NS / St to St Forecast RCAF

5. 40 NS Internal Forecast RCAF NS / St to St Forecast RCAF NS / St to St Forecast RCAF

6. 60 NS Internal Forecast RCAF NS Internal Forecast 1 RCAF NS Internal Forecast 1 RCAF

7. 80 NS Internal Forecast EIA Escalator 3 NS / St to St Forecast EIA Escalator 5 NS / St to St Forecast EIA Escalator 6

8. IM NS Internal Forecast RCAF NS / St to St Forecast RCAF NS / St to St Forecast RCAF

2012-2016 1 2017-2021 7 2012-2016 4 2017-2021 8 2012-2016 4 2017-2021 10

'(2) (3) (4) (5) (6) (7)

9. 10 NS Internal Forecast CAGR NS / St to St Forecast 2016 NS / St to St Forecast CAGR

10. 20 NS Internal Forecast CAGR NS / St to St Forecast 2016 NS / St to St Forecast CAGR

11. 25 NS Internal Forecast CAGR NS / St to St Forecast 2016 NS / St to St Forecast CAGR

12. 30 NS Internal Forecast CAGR NS / St to St Forecast 2016 NS / St to St Forecast CAGR

13. 40 NS Internal Forecast CAGR NS / St to St Forecast 2016 NS / St to St Forecast CAGR

14. 60 NS Internal Forecast CAGR NS / St to St Forecast 2016 NS / St to St Forecast CAGR

15. 80 NS Internal Forecast CAGR NS / St to St Forecast EIA Demand Regions 9 NS / St to St Forecast EIA Demand Regions 9

16. IM NS Internal Forecast CAGR NS / St to St Forecast 2016 NS / St to St Forecast CAGR

Comparison Of SunBelt and NS Revenue and Volumes Forecast Procedures

Commodity

Commodity

(1)

(1)

(See, page 2 of 2 for footnotes)

Revenue

NS Reply

Volumes

SunBelt Opening NS Reply SunBelt Rebuttal

SunBelt Opening SunBelt Rebuttal
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FOOTNOTES:

1/ Represents NS system internal forecasts provided in discovery.

2/ Forecasted change in the Rail Cost Adjustment Factor Indexes.

3/ EIA AEO Final Release 2012 Indexed EAST Transportation Escalator from the Annual Energy Outlook 2012, 2011-2035.

4/ Represents NS system internal forecasts on a state-to-state basis used by NS in Reply

5/ EIA AEO Final Release 2012 Indexed EAST Transportation Escalator from the Annual Energy Outlook 2012, 2011-2035.

6/ EIA AEO Final Release 2013 Indexed EAST Transportation Escalator from the Annual Energy Outlook 2013, 2012-2040.

7/ Compound annual growth rate ("CAGR") based on NS' system internal forecasts provided in discovery.

8/ NS used 2016 change in volumes for all commodities for each year 2017-2021, except coal.

9/ EIA AEO 2012 Final Release Coal Demand Region, "Alabama and Mississippi".

10/CAGR based on NS' internal forecasts on a state-to-state basis used by NS in Reply.

Comparison Of SunBelt and NS Revenue and Volumes Forecast Procedures
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A Visual Representation of 86% of the Grade Errors Claimed by NS (0.5% or less) 
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SBRR ROAD PROPERTY INVESTMENT
($ in millions)

SunBelt NS SunBelt
Item Opening  1/ Reply  2/ Rebuttal  3/
(1) (2) (3) (4)

1. Land $198.9 $218.1 $215.6
2. Roadbed Prep 244.5 676.7 260.9
3. Track construction 536.7 874.4 583.9
4. Tunnels 0.0 0.0 0.0
5. Bridges 316.2 486.4 283.1
6. Signals and Communications 94.6 198.5 146.2
7. Buildings and facilities 17.6 175.7 59.9
8. Public Improvements 8.1 17.6 12.3
9. Subtotal $1,416.6 $2,647.4 $1,561.9

10. Mobilization 32.9 72.5 36.4
11. Engineering 121.8 238.2 134.6
12. Contingencies 137.2 269.2 151.7
13. Total Road Property Investment $1,708.5 $3,227.3 $1,884.6

1/ SunBelt Opening e-workpaper "III-F Total.xls"
2/ NS Reply e-workpaper "III-F Total NS Reply.xls"
3/ SunBelt Rebuttal e-workpaper "III-F Total Rebuttal.xlsx"
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I. INTRODUCTION 

In its Opening Evidence, SunBelt relied upon historic average land values reported by 

independent third parties to develop estimated future rural and urban land values. This approach 

is consistent with STB precedent, which states in the absence of an objective, non-litigation 

produced forecast, use of historical averages is the preferred method in estimating future values. 

1 Moreover, the STB has also stated that when developing historic averages, it is preferable to 

use a longer rather than a shorter period of historic data when forecasting future economic trends, 

such as an inflation rate for land values.2   

 NS asserts that SunBelt’s approach is flawed and that what happened in the past is not 

necessarily what will happen in the future.  Because of this, NS asserts that SunBelt’s use of over 

80 years of historic farm land values is improper and replaces SunBelt’s historic average with an 

unsupported figure developed by real estate consultants. In addition, NS claims that the urban 

land indexes SunBelt used are unrepresentative of the land parcels along the SBRR’s urban 

corridors.  In actuality, NS claims are incorrect as is explained below. 

  

                                                           
1 See TMPA at 603 “We are reluctant to rely on forecasts prepared specifically for this litigation,…” and McCarty 
Farms,  at page 473 “Absent an actual forecast of future growth trends, McCarty’s method of projecting traffic 
growth based on historical traffic trends will be used.” 
2 See AEPCO 2011 at page 139, “We reiterate that it is preferable to use a longer rather than a shorter period of 
historic data when forecasting future economic trends, such as an inflation rate for land values or the cost 
of equity.” 
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A. RURAL LAND VALUES 

NS claims that SunBelt improperly uses the average quarterly rate of farmland 

appreciation from 1930 to 2011 reported by the United States Department of Agriculture 

(“USDA”) to index the average annual rate of appreciation of SBRR rural land. 3   Instead, NS 

states that there is a direct link between U.S. farm income and farm land values, and that 

projected declines in U.S. farm exports and increases in farm operating costs and in interest rates 

will lead to lower future farm income, and, therefore, lower future land values.4  NS states that, 

at best, SBRR rural land values will appreciate at a rate equal to the general rate of inflation 

through 2021 forecasted by the USDA.5 NS asserts that general rate of inflation  is more 

consistent with projected farm income during the DCF period, and, thus, more reflective of 

future rural land values. SunBelt rejects NS’ proposal because it fails to consider many important 

components that make up farmland value, and ignores more current research that shows a 

delinking between farm land values and farm incomes. These components are discussed below.  

For the first half of the twentieth century, agricultural economists believed that farm 

values and farm income were closely linked.  This belief extended from the belief that farmland 

values were derived from the expected stream of returns from the agricultural products produced. 

However, as numerous studies have recently shown, the links between farm income and land 

values have dramatically declined.  Current USDA research has found little correlation between 

                                                           
3 See NS Reply e-workpaper “Inflation Indices.docx” at page 1. 
4 Id. at page 1. 
5 Id. at page 4. 
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land values and farm income.6  This lack of correlation is clearly evident in the Figure 1 below, 

which contains a graph of farmland values and farm income produced by the USDA. 

 

Figure 1 

 

 

As shown in Figure 1 above, in recent years there has been little correlation between land values 

and farm incomes. 

                                                           
6 See “Trends in U.S. Farmland Values and Ownership,” United States Department of Agriculture Economic 
Research Service, February 2012 at page 5. 
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Moreover, nonagricultural factors influence farmland value more now than they have 

historically.  Factors, such as income from hunting leases and developers’ potential returns from 

developing the farmland, make farmland more valuable even in the wake of declining farm 

incomes. 7   

NS also asserts that higher interest rates in the future will lead to lower future land 

values.  But, farmland markets tend to be extremely “thin,” meaning less than approximately 0.5 

percent of farmland is sold each year, and sales are more often a result of the death or retirement 

of the farmer than changes in farmland affordability.8 In fact, many farmers will not even sell 

when farmland is valuable and unaffordable. As a result, farms are not highly leveraged. 

Therefore, the effect of rising interest rates on farmland value would be minimal. In addition, the 

USDA projects that interest rates will remain low in the short to intermediate term and changes 

are likely to be gradual when they do increase in the long-term. Historically, farmers have been 

slow to react to market changes; therefore, rising interest rates should not have an effect on 

farmland value during the DCF period.  

Finally, the lack of correlation between farmland value and farm income is most apparent 

when land value rises while farm income shrinks. In 2005, farmland became more expensive 

despite farm income making it less affordable. Afterwards, farmland remained more expensive 

than farm income alone would have permitted it to be until 2008. Since the 1970s farmland has 

                                                           
7 Cynthia Nickerson et al., Farmland Values on the Rise: 2000-2010, 10 USDA ERS. (2012). 
http://www.ers.usda.gov/amber-waves/2012-september/farmland-values.aspx#.UVXdy2f0fdk 
 
8 Id. 
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been more expensive than affordable more often than not.9 Clearly farm income is not the 

primary determinant of farmland value.  

 Overall, NS’s claim that, on average, future rural land values along the SBRR will 

decline due to projected modest increases in exports versus the high increases experienced in the 

past, flat crop prices, increased production costs, and higher interest rates simply does not 

comport with current research.  As summarized by the USDA: 

Yet, several macroeconomic measures indicate that 
over a longer horizon, farmland values are becoming less 
correlated with farm-related factors once thought to support those 
values. Declining rent-to-value ratios indicate cash rents are 
increasingly smaller relative to farmland values, and the ratio is 
smallest for cropland close to urban areas. Also, the affordability 
of farmland has varied over time. While in 2009-2010 average 
income from farming has been more than sufficient to service farm 
real estate debt, during 2005-08 and during 1978-1985, this was 
not the case. A lack of correlation with net farm incomes, declining 
rent-to-value ratios, and low levels of affordability all suggest that 
nonagricultural factors are increasingly important in determining 
farmland values.10 

 

  

                                                           
9 Id. 
10 Id, p. 34 
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B. URBAN LAND VALUES 

NS rejects SunBelt’s usage of the National Council of Real Estate Investment Fiduciaries 

(“NCREIF”) commercial property index’s average rate of appreciation as the average rate of 

return for SBRR urban land. Instead, NS uses two transaction-based indices, Moody’s 

Commercial Property Price Index (“MCPPI”) and the CoStar Repeat Sale Indices (“CCRSI”), 

and a MetroMonitor article to support its claim that future land inflation will lag historic 

inflation. Parallel to NS’ conclusions about SBRR rural land, NS concludes that it is reasonable 

to assume that the average annual rate of appreciation for SBRR urban land will be equivalent to 

the United States Department of Agriculture’s (“USDA”) forecasted general rate of inflation 

through 2019.11 SunBelt rejects NS’ claim against the NCREIF index and proposal.  

NS claims that the NCREIF index is not indicative of SBRR urban land because the 

index: (a) focuses primarily on low risk, or “core,” real estate; (b) has a different regional 

distribution than SBRR urban land; and (c) is primarily made up of assets that are usually not 

located near railroads. Each claim is addressed below.   

First, NS asserts that the NCREIF index focuses on top-tier metropolitan areas. The 

assumption is based on the composition of the NCREIF index. The index consists of 

approximately 7,200 properties12 that are owned by tax-exempt institutional investors, usually 

pension funds, which primarily invest in relatively low risk, or “core,” real estate. Core 

properties are usually located in top-tier metropolitan areas, where approximately 54 percent of 

                                                           
11 See NS Reply at III-G-5 
12 According to NCREIF’s NCREIF Data and Products Guide, the index included 7,276 properties in the 3rd Quarter 
of 2012. 
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SBRR urban land value is located.13 However, NCREIF does not consider the index a Core 

Properties Index, partially because a property’s inclusion in the index is not based on its location. 

As a result, almost half of the properties included in the NCREIF index are not in top-tier 

metropolitan areas.14  

Next, NS states that the regions where SBRR urban land would be located are 

unrepresented by the NCREIF index. NS uses information from the University of Chicago,15 

instead of releases from NCREIF, which shows a low percentage of NCREIF market value in the 

South, where 100 percent16 of SBRR urban real estate value would be. Contrary to NS’ assertion 

about lack of representation, the NCREIF includes indexes for four distinct regions of the 

country including the South Therefore, contrary to NS’s claim, the South region is not 

unrepresented in the NCREIF index.17   

Third, NS claims that the types of assets the index represents are not indicative of the 

SBRR urban market. Again, NS uses data from the University of Chicago, which shows that 

more of the index’s market value is in Class “A” and “B” offices, apartments and retail 

properties than industrial properties. However, the University of Chicago’s data does not show 

that the index includes more industrial properties than any other property type. In fact, for eight 

consecutive quarters the index has been increasing the number of industrial properties it 

                                                           
13 See NS Reply at III-G-5 
14 Paul Fiorilla et al., Size-Tiered Economic Geography: 2010 Update, PREI. (2010).  
15 NS did not disclose what quarter or year the University of Chicago’s data was reporting nor did they explain why 
they used the University’s data instead of a NCREIF NPI Release. 
16 45.38+36.57=81.95; therefore, almost 82% of SBRR urban land value is located in these regions but not more 
than as NS claims.  
17 Not only was the Southern market represented in the NCREIF index, it was the top performing market in the 
fourth quarter of 2012.NCREIF, NPI Press Release 4q12, January 25, 2013. 
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includes.18 Last quarter the index included 2,974 industrial properties followed by 1,514 

apartments and 1,426 offices.19    Pension funds invest in industrial properties in the South 

because of the goods producing and trades oriented economies. Contrary to NS’ claim, pension 

funds, such as those that make up the NCREIF index, do not prefer to invest in office properties 

in the South where “offices represent the smallest portion of investments.”20 

Nevertheless, even if all of NS’ claims were correct, which they are not, they would be 

irrelevant because there has not been much variance in market returns. Last quarter, NCREIF 

stated, “all property types and nearly all geographic regions report similar numbers.”21 

Therefore, most markets included in the NCREIF index, which includes all of the SBRR urban 

land markets, have approximately the same return.  

To support its claim that SunBelt’s annual average rate of appreciation is too high, NS 

relies on short-term trends observed by two transaction-based subscription only indices, MCPPI 

and CCRSI. SunBelt rejects NS’ use of these indices because NS does not use either index 

correctly nor is either index more indicative of SBRR urban land than the NCREIF index. 

First, NS considers two transaction-based indices without considering an appraisal-based 

index, such as the NCREIF index. Transaction-based indices are solely based on the prices for 

which properties are sold, while appraisal-based indices are constructed from the valuation of 

interval property appraisals. There are shortcomings to only considering transaction-based 

indices because they are only based on a sample of properties rather than census like appraisal-

                                                           
18 NCREIF, NCREIF-NAREIT Executive Summary Report Third Quarter 2012 (2012). 
19 NCREIF, NPI Press Release 4q12, Supra. 
20 Fiorilla, supra. 
21 NCREIF, NPI Press Release 4q12, Supra. 
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based indices. Due to this drawback, according to the creator of MCPPI, Massachusetts Institute 

of Technology (“MIT”), it is not appropriate to use transaction-based indices for benchmarking; 

however, it is appropriate to benchmark using an appraisal-based index.22 Therefore, MIT 

instructs that transaction-based indices be used as a complement, not a substitute, for the 

NCREIF index.23 Nevertheless, NS incorrectly fails to consider the NCREIF index or any other 

appraisal-based index.  

Second, NS does not consider a wide enough timespan. NS uses the annual rate of 

appreciation reported in MCPPI and CCRSI for the period 2002 through 2011 and 2002 through 

March of 2012, respectively. By not considering longer term historical values, NS violates 

CoStar’s intended use of CCRSI. CoStar criticizes the MCPPI for being based on only 10 years 

of historic data, saying that “the use of this index is limited by the lack of comprehensive data 

coverage.”24 Likewise, NS’ consideration of 10 years of CCRSI data would also be considered 

limited by these standards. Even under normal circumstances, these are clearly not a long enough 

periods upon which to base a forecast. However, to make matters worse, nearly half of the 

timespan NS considers was atypical because of the 2008 world financial crisis. Similar to all 

transaction-based indices, both indices were less reliable during the crisis because there were 

fewer transactions on which to base them. In comparison, the NCREIF index includes over 34 

years of data.  As reiterated by the STB in its AEPCO decision, it is preferable to use a longer 

rather than a shorter period of historic data when forecasting future economic trends, such as an 

                                                           
22 David Geltner, A Simplified Transaction Based Index (TBI) for NCREIF, MIT. (2011). 
23 Id. 
24 CoStar, CoStar Commercial Repeat-Sale Indices Methodology. 



Exhibit III-G-1 
Page 10 of 11 

 
Land Inflation Values 

 
inflation rate for land values. NS’ use of MCPPI and CCRSI is incorrect because NS does not 

consider the NCREIF index and a wide enough timespan.   

 

Third, even if NS considered the NCREIF index, as MIT instructs users of MCPPI do, 

SunBelt is dumbfounded by NS’ usage of MCPPI because NS  considers  a draft of MCPPI 

rather than a finalized version of the index, and the draft is less representative of the SBRR urban 

land than the NCREIF index. In June 2012, when the release that NS cites was published, 

Moody’s was releasing a draft of MCPPI that was made to replace the discontinued 

Moody’s/REAL CPPI. In simple terms, NS relied on unfinished data. NS also incorrectly claims 

that the perfunctory MCPPI that it did use is more indicative of SBRR urban land.25 However, 

the rate of return from the draft that NS considers does not include the Chicago area, where a 

significant amount of SBRR urban land is located. In addition, Moody’s considers the index to 

be a “core” commercial property index.26 This is ironic because NS incorrectly criticizes the 

NCREIF for being just that.  

Lastly, NS incorrectly uses information from MetroMonitor as evidence that SBRR urban 

real estate will appreciate less quickly than SunBelt proposes. MetroMonitor is a subsection of 

the Brookings Institute that tracks the economy of the 100 largest metropolitan areas in the U.S. 

by tracking employment, output, and housing prices. Using this information, NS asserts that, 

during the DCF period, the majority of economic and real estate investment will be in dense, 

                                                           
25 Contrary to NS’ claim, MCPPI does not encompass 90 percent of transactions over $2.5 million because a 
property must be sold twice to be included in the index.   
26 Every property included in MCPPI, except apartments, is included in the Core Commercial Sub-Index of MCPPI. 
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urban MSAs and suburban clusters, and not along urban areas along the SBRR route, which tend 

to have less population density. SunBelt rejects NS’ claim about MetroMonitor because it reports 

on residential, not commercial, real estate. Less residential real estate being bought in smaller 

urban communities does not indicate a slow rate of appreciation for the commercial real estate 

that makes up SBRR urban land.  

 

 



Rebuttal Exhibit III-H-1
Page 1 of 18

TABLE A: SRR  ANNUAL COST OF CAPITAL

Preferred
Industry SRR 's Debt as a Equity as a Equity as a STB

Industry Industry Cost of Industry SRR 's Cost of SRR 's Percent Percent Percent Composite 1 +  Prescribed
Cost of Cost of Preferred Cost of Cost of Preferred Cost of of Total of Total of Total Cost of Cost of Debt as a %

Year Capital Debt 1/ Equity 2/ Equity 3/ Debt Equity Equity Investment Investment Investment Capital Capital of Capital 4/
(1) (2) (3) (4) (5) (6) (7) (8) (9) (10) (11) (12) (13) (14)

2009 10.43% 5.72% 0.00% 12.37% 5.72% 0.00% 12.37% 29.10% 0.00% 70.90% 10.43% 1.1043 29.10%

2010 11.03% 4.61% 0.00% 12.99% 4.61% 0.00% 12.99% 23.37% 0.00% 76.63% 11.03% 1.1103 23.37%

2011 11.57% 3.97% 0.00% 13.57% 3.97% 0.00% 13.57% 20.83% 0.00% 79.17% 11.57% 1.1157 20.83%

2012 11.06% 13.33% 4.70% 0.00% 13.33% 24.03% 0.00% 75.97% 11.26% 1.1126

2013 4.70% 0.00% 13.07% 24.03% 0.00% 75.97% 11.06% 1.1106

2014 4.70% 0.00% 13.07% 24.03% 0.00% 75.97% 11.06% 1.1106

2015 4.70% 0.00% 13.07% 24.03% 0.00% 75.97% 11.06% 1.1106

2016 4.70% 0.00% 13.07% 24.03% 0.00% 75.97% 11.06% 1.1106

2017 4.70% 0.00% 13.07% 24.03% 0.00% 75.97% 11.06% 1.1106

2018 4.70% 0.00% 13.07% 24.03% 0.00% 75.97% 11.06% 1.1106

2019 4.70% 0.00% 13.07% 24.03% 0.00% 75.97% 11.06% 1.1106

2020 4.70% 0.00% 13.07% 24.03% 0.00% 75.97% 11.06% 1.1106

2021 4.70% 0.00% 13.07% 24.03% 0.00% 75.97% 11.06% 1.1106

1/ Cost of railroad industry debt from the STB Decision in Ex Parte  No. 558 (Sub-No. 13), Railroad Cost of Capital - 2009, decided September 30, 2010, the STB decision 
    Ex Parte No. 558 (Sub-No. 14), Railroad Cost of Capital - 2010, decided September 30, 2011 and the STB decision in  Ex Parte No. 558 (Sub-No. 15), Railroad Cost 
    Capital - 2011, served September 13, 2012
2/  No preferred equity was issued in 2009 - 2011
3/ Cost of railroad industry commone equity from the STB Decision in Ex Parte  No. 558 (Sub-No. 13), Railroad Cost of Capital - 2009, decided September 30, 2010, the STB decision
    Ex Parte No. 558 (Sub-No. 14), Railroad Cost of Capital - 2010, decided September 30, 2011, the STB decision in  Ex Parte No. 558 (Sub-No. 15), Railroad Cost 
    Capital - 2011, served September 13, 2012, and the AAR workpapers in Ex Parte No. 558 (Sub-No. 16), Railroad Cost of Capital - 2012, submitted April 19, 201
4/ Railroad industry capital structure from the STB Decision in Ex Parte  No. 558 (Sub-No. 13), Railroad Cost of Capital - 2009, decided September 30, 2010, the STB decision in 
    Ex Parte No. 558 (Sub-No. 14), Railroad Cost of Capital - 2010, decided September 30, 2011 and the STB decision in  Ex Parte No. 558 (Sub-No. 15), Railroad Cost of
    Capital - 2011, served September 13, 2012.
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TABLE B: SRR  INFLATION INDEXES 

Hybrid  

Period Land 1/ RCAF 2/ MWSExFuel 3/ Mat & Suppl 4/ Wages & Supps 5/

(1) (2) (3) (4) (5) (6)

1Q 2009 100.0 423.9 319.5 444.1
2Q 2009 96.9 422.7 305.5 445.8
3Q 2009 94.7 425.8 312.5 448.0
4Q 2009 93.3 421.7 302.2 445.4
1Q 2010 93.7 451.4 311.2 479.7
2Q 2010 95.0 448.8 305.2 477.9
3Q 2010 96.8 448.1 304.5 477.1
4Q 2010 99.1 451.7 322.0 477.5
1Q 2011 100.9 453.9 314.7 481.9
2Q 2011 102.8 454.5 309.1 484.0
3Q 2011 104.8 100.0 460.7 329.4 486.8
4Q 2011 106.8 100.1 466.7 331.8 493.5
1Q 2012 108.6 96.9 466.4 331.4 493.2
2Q 2012 110.4 98.2 476.6 344.5 502.7
3Q 2012 112.0 97.0 477.5 346.6 503.3
4Q 2012 114.2 100.2 475.6 340.7 502.4
1Q 2013 116.1 99.9 477.1 339.0 504.6
2Q 2013 118.1 100.7 471.5 335.9 498.5
3Q 2013 120.1 99.6 478.3 339.2 506.0
4Q 2013 122.1 100.3 485.3 343.0 513.6
1Q 2014 124.2 100.4 491.0 346.7 519.8
2Q 2014 126.3 100.8 491.4 348.8 519.8
3Q 2014 128.5 100.6 497.1 352.0 526.0
4Q 2014 130.7 101.3 503.1 356.2 532.3
1Q 2015 132.9 100.9 509.6 358.3 539.8
2Q 2015 135.2 101.3 513.5 359.8 544.1
3Q 2015 137.5 101.3 516.9 359.0 548.4
4Q 2015 139.9 103.0 520.8 360.5 552.8
1Q 2016 142.3 103.8 524.8 362.1 557.3
2Q 2016 144.7 104.7 528.9 363.7 561.9
3Q 2016 147.2 105.5 532.9 365.3 566.5
4Q 2016 149.7 106.3 537.0 367.0 571.1
1Q 2017 152.3 107.1 541.6 369.4 576.0
2Q 2017 154.9 107.9 546.1 371.9 581.0
3Q 2017 157.6 108.7 550.7 374.4 586.0
4Q 2017 160.3 109.5 555.3 376.9 591.1
1Q 2018 163.1 110.4 559.8 377.2 596.5
2Q 2018 165.9 111.2 564.4 377.4 601.9
3Q 2018 168.8 112.0 568.9 377.7 607.4
4Q 2018 171.7 112.9 573.5 378.0 612.9
1Q 2019 174.6 113.7 578.6 380.7 618.5
2Q 2019 177.7 114.5 583.8 383.4 624.2
3Q 2019 180.7 115.3 589.0 386.2 629.9
4Q 2019 183.9 116.1 594.2 389.0 635.6
1Q 2020 187.1 116.8 599.3 391.6 641.3
2Q 2020 190.3 117.5 604.5 394.2 647.0
3Q 2020 193.6 118.2 609.7 396.8 652.7
4Q 2020 197.0 118.9 614.9 399.5 658.5
1Q 2021 200.4 119.5 620.0 401.6 664.2
2Q 2021 203.9 120.1 625.1 403.8 669.9
3Q 2021 207.4 120.7 630.3 406.0 675.7

Annual Inflation Rate 6/ 7.09% 3.24% 2.70% 3.31%

1/  Used to index Road Property Account 2. Based on historic change in rural land prices as reported by the USDA and urban land prices
     as reported by the National Council of Real Estate Investment Fiduciaries.
2/  Used to index expenses in Table K. Based on the RCAF-U and RCAF-A through 2Q 2013 then Global Insight forecast for remaining periods.
3/  Used to index Road Property Accounts 3, 5, 6, 13, 17, 19, 20, 26, 27, 37, and 39.  Based on RCR indices - East Region through 1Q13 then Global Insight forecast
4/  Used to index Road Property Accounts 8, 9, and 11. Based on RCR indexes - East Region through 1Q13 then Global Insight forecast for remaining periods.
5/  Used to index Road Property Accounts 1, 1A and 12.  Based on RCR indexes - East Region through 1Q13 then Global Insight forecast for remaining periods.
6/  1Q2009 ÷ 3Q2021^(1/12.5) - 1.  The Annual Rate is used to develop asset replacement values at the end of asset lives.
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TABLE C: SRR  PROPERTY INVESTMENT VALUES

Construction of the SRR occurs between February 28, 2009 and July 29, 2011.
Investments are assumed to be in July 30, 2011 dollars.

Total
Service Investment Investment Investment 2009 2010 2011 Property

Property Property Life In In 7/30/2009 In 7/30/2010 In 7/30/2011 Investment Investment Investment Investment
Account Component Years 1/ Dollars 2/ Dollars 3/ Dollars 4/ Value 5/ Value 6/ Value 7/ 3Q 2011 8/

(1) (2) (3) (4) (5) (6) (7) (8) (9) (10)

1 Engineering NA $136,291,685 $145,144,560 $148,095,518 $107,086,324 $31,102,406 $0 $138,188,729
2 Land NA 194,806,740 199,223,810 $215,563,000 194,806,740 0 0 194,806,740
3 Grading 95 247,417,633 260,375,391 $267,696,814 106,036,128 148,785,938 0 254,822,066
5 Tunnels 120 0 0 $0 0 0 0 0
6 Bridges & Culverts 96 320,632,345 337,424,505 $346,912,451 0 247,444,637 92,509,987 339,954,624
8 Ties 23 122,652,735 119,512,825 $129,285,795 0 79,675,217 43,095,265 122,770,482
9 Rails and OTM 40 303,923,416 296,142,977 $320,359,595 0 197,428,651 106,786,532 304,215,183
11 Ballast 40 85,647,827 83,455,242 $90,279,661 0 55,636,828 30,093,220 85,730,049
12 Labor 36 110,122,492 117,275,538 $119,659,886 0 78,183,692 39,886,629 118,070,321
13 Fences and Roadway Signs 95 1,170,718 1,232,031 $1,266,674 0 821,354 422,225 1,243,579
16 Stations and Office Buildings 43 0 0 $0 0 0 0 0
17 Roadway Buildings 44 42,536,876 44,764,618 $46,023,342 0 44,764,618 0 44,764,618
19 Fuel Stations 31 11,022,228 11,599,484 $11,925,647 0 11,599,484 0 11,599,484
20 Shops and Enginehouses 50 8,941,064 9,409,326 $9,673,904 0 9,409,326 0 9,409,326
26 Communications Systems 26 24,371,997 25,648,408 $26,369,608 0 4,274,735 21,974,674 26,249,408
27 Signals and Interlockers 56 128,307,028 135,026,724 $138,823,503 0 22,504,454 115,686,253 138,190,707
39 Public Improvements 13 11,704,732 12,317,733 $12,664,092 0 8,211,822 4,221,364 12,433,186

Total $1,749,549,517 $1,798,553,170 $1,884,599,490 $407,929,192 $939,843,160 $454,676,147 $1,802,448,499

  1/  1 ÷ Depreciation Rate shown in Schedule 332 of NS' 2011 Annual Report R-1.
  2/  July 30, 2011, indexed to 2009 dollars; Investment Exhibit - 3Q11 x Inflation Index from Table B, 3Q2009 ÷ 3Q2011.
  3/  July 30, 2011, indexed to 2010 dollars; Investment Exhibit - 3Q11 x Inflation Index from Table B, 3Q2010 ÷ 3Q2011.
  4/  July 30, 2011, indexed to 2011 dollars; Investment Exhibit - 3Q11 x Inflation Index from Table B, 3Q2011 ÷ 3Q2011.
  5/  Column (4) x Percent constructed in 2009.
  6/  Column (5) x Percent constructed in 2010.
  7/  Column (6) x Percent constructed in 2011.
  8/  Sum of Columns (7) through (9).
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TABLE D: INTEREST DURING CONSTRUCTION

Timing of Timing of Timing of Deductible
Timing of Timing of Accounts Accounts 6, Accounts 8 Total Interest Interest

Month of Cost of Account 1 Account 2 3 and 5 13 through 20 and through 12, 26 and Investment During Cost of During
Installation Funds 1/ Investment 2/ Investment 2/ Investment 2/ 39 Investment 2/ 27 Investment 2/ by Month 3/ Construction 4/ Debt 5/ Construction 6/

(1) (2) (3) (4) (5) (6) (7) (8) (9) (10) (11)

Feb-09 0.83% $9,735,120 $0 $0 $0 $0 $9,735,120 $0 0.46% $0

Mar-09 0.83% 9,735,120 0 0 0 0 9,735,120 80,856 0.46% 13,162

Apr-09 0.83% 9,735,120 0 0 0 0 9,735,120 162,384 0.46% 26,433

May-09 0.83% 9,735,120 0 0 0 0 9,735,120 244,588 0.46% 39,815

Jun-09 0.83% 9,735,120 27,829,534 0 0 0 37,564,655 327,476 0.46% 53,307

Jul-09 0.83% 9,735,120 27,829,534 0 0 0 37,564,655 642,193 0.46% 104,538

Aug-09 0.83% 9,735,120 27,829,534 0 0 0 37,564,655 959,523 0.46% 125,438

Sep-09 0.83% 9,735,120 27,829,534 0 0 0 37,564,655 1,279,490 0.46% 167,268

Oct-09 0.83% 9,735,120 27,829,534 35,345,376 0 0 72,910,031 1,602,114 0.46% 209,444

Nov-09 0.83% 9,735,120 27,829,534 35,345,376 0 0 72,910,031 2,220,982 0.46% 290,349

Dec-09 0.83% 9,735,120 27,829,534 35,345,376 0 0 72,910,031 2,844,990 0.46% 371,925

Jan-10 0.88% 10,367,469 0 37,196,484 0 0 47,563,953 3,663,633 0.38% 367,834

Feb-10 0.88% 10,367,469 0 37,196,484 22,494,967 0 70,058,920 4,112,311 0.38% 412,882

Mar-10 0.88% 10,367,469 0 37,196,484 33,457,205 0 81,021,158 4,761,941 0.38% 478,106

Apr-10 0.88% 0 0 37,196,484 33,457,205 0 70,653,689 5,513,274 0.38% 553,541

May-10 0.88% 0 0 0 34,586,352 51,365,549 85,951,900 6,180,383 0.38% 620,520

Jun-10 0.88% 0 0 0 34,586,352 51,365,549 85,951,900 6,987,326 0.38% 701,538

Jul-10 0.88% 0 0 0 34,586,352 51,365,549 85,951,900 7,801,335 0.38% 783,266

Aug-10 0.88% 0 0 0 34,586,352 51,365,549 85,951,900 8,622,475 0.38% 771,619

Sep-10 0.88% 0 0 0 23,624,114 51,365,549 74,989,662 9,450,806 0.38% 845,745

Oct-10 0.88% 0 0 0 23,624,114 51,365,549 74,989,662 10,190,379 0.38% 911,929

Nov-10 0.88% 0 0 0 23,624,114 51,365,549 74,989,662 10,936,430 0.38% 978,693

Dec-10 0.88% 0 0 0 23,624,114 78,144,737 101,768,851 11,689,015 0.38% 1,046,041

Jan-11 0.92% 0 0 0 24,288,394 82,497,597 106,785,991 13,272,051 0.32% 980,176

Feb-11 0.92% 0 0 0 24,288,394 82,497,597 106,785,991 14,372,441 0.32% 1,061,443

Mar-11 0.92% 0 0 0 24,288,394 82,497,597 106,785,991 15,482,917 0.32% 1,143,455

Apr-11 0.92% 0 0 0 24,288,394 82,497,597 106,785,991 16,603,572 0.32% 1,226,218

May-11 0.92% 0 0 0 0 27,532,185 27,532,185 17,734,497 0.32% 1,309,740

Jun-11 0.92% 0 0 0 0 0 0 18,149,388 0.32% 1,340,381

Jul-11 0.92% 0 0 0 0 0 0 18,315,736 0.32% 1,352,666

Total $138,188,729 $194,806,740 $254,822,066 $419,404,815 $795,226,149 $1,802,448,499 $214,204,505 $18,287,473

1/  ((1 + Cost of Capital from Table A for the applicable year)^(1/12) - 1) x 100.
2/  Applicable account value from Table C for the applicable investment period.
3/  Sum of Columns (3) through (7)
4/  February 2009 equals Column (2) x prior Column (8), all other periods equal Column (2) x ((Sum of Column (8) for all prior periods) + (Sum of Column (9) for all prior periods)
5/  ((1 + Cost of Debt from Table A for the applicable year)^(1/12) - 1) x 100.
6/  February 2009 equals prior Column (8) x Column (10) x Table A, Column (9) for 2009, all other periods equal Column (10) x ((Sum of Column (8) for all prior periods) +
     (Sum of Column (9) for all prior periods)) x Table A, Column (9) for the applicable year
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TABLE E: SRR INTEREST PAYMENTS FOR ASSETS PURCHASED WITH DEBT CAPITAL

INTEREST SCHEDULE FOR INTEREST SCHEDULE FOR INTEREST SCHEDULE FOR
THE SRR  2009 ROAD PROPERTY THE SRR  2010 ROAD PROPERTY THE SRR  2011 ROAD PROPERTY

INVESTMENT FOR THE 3Q2011 START-UP INVESTMENT FOR THE 3Q2011 START-UP INVESTMENT FOR THE 3Q2011 START-UP

1. TOTAL INVESTMENT $407,929,192 1/ 1. TOTAL INVESTMENT $939,843,160 1/ 1. TOTAL INVESTMENT $454,676,147 1/
2. IDC $10,364,594 2/ 2. IDC $89,909,308 2/ 2. IDC $113,930,603 2/
3. PRINCIPAL $121,723,492 3/ 3. PRINCIPAL $240,653,152 3/ 3. PRINCIPAL $118,440,786 3/
4. INTEREST 5.72% 4/ 4. INTEREST 4.61% 4/ 4. INTEREST 3.97% 4/
5. TERM (QUARTERS) 80 5/ 5. TERM (QUARTERS) 80 5/ 5. TERM (QUARTERS) 80 5/
6. QUARTERLY COUPON $1,704,508 6/ 6. QUARTERLY COUPON $2,726,830 6/ 6. QUARTERLY COUPON $1,158,419 6/

Quarter Interest 7/ Quarter Interest 7/ Quarter Interest 7/
(1) (2) (3) (4) (5) (6)

1 $1,704,508 1 $2,726,830 1 $1,158,419
2 1,704,508 2 2,726,830 2 1,158,419
3 1,704,508 3 2,726,830 3 1,158,419
4 1,704,508 4 2,726,830 4 1,158,419
5 1,704,508 5 2,726,830 5 1,158,419
6 1,704,508 6 2,726,830 6 1,158,419
7 1,704,508 7 2,726,830 7 1,158,419
8 1,704,508 8 2,726,830 8 1,158,419
9 1,704,508 9 2,726,830 9 1,158,419

10 1,704,508 10 2,726,830 10 1,158,419
11 1,704,508 11 2,726,830 11 1,158,419
12 1,704,508 12 2,726,830 12 1,158,419
13 1,704,508 13 2,726,830 13 1,158,419
14 1,704,508 14 2,726,830 14 1,158,419
15 1,704,508 15 2,726,830 15 1,158,419
16 1,704,508 16 2,726,830 16 1,158,419
17 1,704,508 17 2,726,830 17 1,158,419
18 1,704,508 18 2,726,830 18 1,158,419
19 1,704,508 19 2,726,830 19 1,158,419
20 1,704,508 20 2,726,830 20 1,158,419
21 1,704,508 21 2,726,830 21 1,158,419
22 1,704,508 22 2,726,830 22 1,158,419
23 1,704,508 23 2,726,830 23 1,158,419
24 1,704,508 24 2,726,830 24 1,158,419
25 1,704,508 25 2,726,830 25 1,158,419
26 1,704,508 26 2,726,830 26 1,158,419
27 1,704,508 27 2,726,830 27 1,158,419
28 1,704,508 28 2,726,830 28 1,158,419
29 1,704,508 29 2,726,830 29 1,158,419
30 1,704,508 30 2,726,830 30 1,158,419
31 1,704,508 31 2,726,830 31 1,158,419
32 1,704,508 32 2,726,830 32 1,158,419
33 1,704,508 33 2,726,830 33 1,158,419
34 1,704,508 34 2,726,830 34 1,158,419
35 1,704,508 35 2,726,830 35 1,158,419
36 1,704,508 36 2,726,830 36 1,158,419
37 1,704,508 37 2,726,830 37 1,158,419
38 1,704,508 38 2,726,830 38 1,158,419
39 1,704,508 39 2,726,830 39 1,158,419
40 1,704,508 40 2,726,830 40 1,158,419

1/  From Table D, Column (7) for the applicable year investment.
2/  From Table D, Column (8) for the applicable year investment.
3/  (Total Investment + IDC) x (Proportion of Debt from Table A, Column (9))
4/  From Table A, Column (6) for the applicable year investment.
5/  Based on Ex Parte No. 657 20-year payment period x 4.
6/  Quarterly coupon payments on Line 3 principal and Line 4 interest rates.
7/  Line 6 coupon payment.
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TABLE E: SRR INTEREST PAYMENTS FOR ASSETS PURCHASED WITH DEBT CAPITAL
(Continued)

INTEREST SCHEDULE FOR INTEREST SCHEDULE FOR INTEREST SCHEDULE FOR
THE SRR  2009 ROAD PROPERTY THE SRR  2010 ROAD PROPERTY THE SRR  2011 ROAD PROPERTY

INVESTMENT FOR THE 3Q2011 START-UP INVESTMENT FOR THE 3Q2011 START-UP INVESTMENT FOR THE 3Q2011 START-UP

1. TOTAL INVESTMENT $407,929,192 1/ 1. TOTAL INVESTMENT $939,843,160 1/ 1. TOTAL INVESTMENT $454,676,147 1/
2. IDC $10,364,594 2/ 2. IDC $89,909,308 2/ 2. IDC $113,930,603 2/
3. PRINCIPAL $121,723,492 3/ 3. PRINCIPAL $240,653,152 3/ 3. PRINCIPAL $118,440,786 3/
4. INTEREST 5.72% 4/ 4. INTEREST 4.61% 4/ 4. INTEREST 3.97% 4/
5. TERM (QUARTERS) 80 5/ 5. TERM (QUARTERS) 80 5/ 5. TERM (QUARTERS) 80 5/
6. QUARTERLY COUPON $1,704,508 6/ 6. QUARTERLY COUPON $2,726,830 6/ 6. QUARTERLY COUPON $1,158,419 6/

Quarter Interest 7/ Quarter Interest 7/ Quarter Interest 7/
(1) (2) (3) (4) (5) (6)

41 $1,704,508 41 $2,726,830 41 $1,158,419
42 1,704,508 42 2,726,830 42 1,158,419
43 1,704,508 43 2,726,830 43 1,158,419
44 1,704,508 44 2,726,830 44 1,158,419
45 1,704,508 45 2,726,830 45 1,158,419
46 1,704,508 46 2,726,830 46 1,158,419
47 1,704,508 47 2,726,830 47 1,158,419
48 1,704,508 48 2,726,830 48 1,158,419
49 1,704,508 49 2,726,830 49 1,158,419
50 1,704,508 50 2,726,830 50 1,158,419
51 1,704,508 51 2,726,830 51 1,158,419
52 1,704,508 52 2,726,830 52 1,158,419
53 1,704,508 53 2,726,830 53 1,158,419
54 1,704,508 54 2,726,830 54 1,158,419
55 1,704,508 55 2,726,830 55 1,158,419
56 1,704,508 56 2,726,830 56 1,158,419
57 1,704,508 57 2,726,830 57 1,158,419
58 1,704,508 58 2,726,830 58 1,158,419
59 1,704,508 59 2,726,830 59 1,158,419
60 1,704,508 60 2,726,830 60 1,158,419
61 1,704,508 61 2,726,830 61 1,158,419
62 1,704,508 62 2,726,830 62 1,158,419
63 1,704,508 63 2,726,830 63 1,158,419
64 1,704,508 64 2,726,830 64 1,158,419
65 1,704,508 65 2,726,830 65 1,158,419
66 1,704,508 66 2,726,830 66 1,158,419
67 1,704,508 67 2,726,830 67 1,158,419
68 1,704,508 68 2,726,830 68 1,158,419
69 1,704,508 69 2,726,830 69 1,158,419
70 1,704,508 70 2,726,830 70 1,158,419
71 1,704,508 71 2,726,830 71 1,158,419
72 1,704,508 72 2,726,830 72 1,158,419
73 1,704,508 73 2,726,830 73 1,158,419
74 1,704,508 74 2,726,830 74 1,158,419
75 1,704,508 75 2,726,830 75 1,158,419
76 1,704,508 76 2,726,830 76 1,158,419
77 1,704,508 77 2,726,830 77 1,158,419
78 1,704,508 78 2,726,830 78 1,158,419
79 1,704,508 79 2,726,830 79 1,158,419
80 1,704,508 80 2,726,830 80 1,158,419

1/  From Table D, Column (7) for the applicable year investment.
2/  From Table D, Column (8) for the applicable year investment.
3/  (Total Investment + IDC) x (Proportion of Debt from Table A, Column (9))
4/  From Table A, Column (6) for the applicable year investment.
5/  Based on Ex Parte No. 657 20-year payment period x 4.
6/  Quarterly coupon payments on Line 3 principal and Line 4 interest rates.
7/  Line 6 coupon payment.
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TABLE F: SRR  PRESENT VALUE OF REPLACEMENT COST

Present Value
Of Replacement

Replacement Cost Adjusted
Service Replacement Cost Adjusted To Reflect

Property Property Life In Year Asset To Reflect An An Infinite Life
Account Component Years 1/ Investment  2/ Salvage 3/ Net Cost 4/ Infinite Life 5/ (2011 Dollars)  6/

(1) (2) (3) (4) (5) (6) (7) (8)

3 Grading 95 $6,355,663,892 $0 $5,418,878,866 $5,426,531,913 $256,469
5 Tunnels 120 0 0 0 0 0
6 Bridges & Culverts 96 8,730,239,474 0 6,467,767,516 6,476,342,462 278,132
8 Ties 23 270,731,162 0 180,339,754 227,075,800 20,629,200
9 Rails and OTM 40 1,056,977,564 68,541,219 661,738,635 706,601,347 10,776,302

11 Ballast 40 297,863,956 0 198,413,482 211,864,967 3,231,130
12 Labor 36 455,109,535 0 303,158,089 331,010,123 7,739,542
13 Fences and Roadway Signs 95 31,016,812 0 22,978,697 23,011,149 1,088
16 Stations and Office Buildings 43 0 0 0 0 0
17 Roadway Buildings 44 218,296,056 0 161,723,873 169,881,147 1,695,778
19 Fuel Stations 31 36,922,489 0 27,353,897 31,109,962 1,258,117
20 Shops and Enginehouses 50 55,465,820 0 41,091,660 42,444,383 227,478
26 Communications Systems 26 72,079,464 0 48,013,656 57,581,074 3,780,327
27 Signals and Interlockers 56 992,026,499 29,343,939 643,763,130 657,449,130 1,846,336
39 Public Improvements 13 22,224,817 0 16,465,178 28,399,831 7,621,228

Total $18,594,617,540 $97,885,158 $14,191,686,433 $14,389,303,290 $59,341,127

1/  From Table C, Column (3).

2/  (Table C, Column (10) after allocation of Engineering) x (Table B, 1.0 + Annual Inflation Index)^(Column (3)).

3/  [(Column (4) x Salvage %) - (Table C, Column (10) after allocation of

     Engineering x Salvage %)] x (1 - Current Federal Tax Rate) + (Table C, Column (10) after allocation 

     of Engineering x Salvage %).  

4/  Column (4) - (Present Value of the remaining tax deductions for depreciation, interest expense and the

     Present Value of any salvage).

5/  Column (6) + [(Column (6) / ((1 + Real Cost of Capital)^Column (3) - 1)].

6/  Column (7) / ((1 + Average Nominal Cost of Capital from Table A Column (2))^Column (3)).
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TABLE G: SRR  TAX DEPRECIATION SCHEDULES

Depreciation of Start-up investment for tax purposes using 
accounting lives from Modified Accelerated Cost Recovery System (MACRS)  1/

Road Road Asset Total 
Property Property  Lives 3Q 2011 Depreciable
Account Component Per MACRS 2/ Investment Base

(1) (2) (3)   (4)   (5)

1 Engineering 5 $138,188,729 $138,188,729
2 Land N/A 194,806,740 0
3 Grading 50 254,822,066 254,822,066
5 Tunnels 50 0 0
6 Bridges & Culverts 15 339,954,624 339,954,624
8 Ties 7 122,770,482 122,770,482
9 Rails and OTM 7 304,215,183 304,215,183
11 Ballast 7 85,730,049 85,730,049
12 Labor 7 118,070,321 118,070,321
13 Fences and Roadway Signs 15 1,243,579 1,243,579
16 Stations and Office Buildings 15 0 0
17 Roadway Buildings 15 44,764,618 44,764,618
19 Fuel Stations 15 11,599,484 11,599,484
20 Shops and Enginehouses 15 9,409,326 9,409,326
26 Communications Systems 7 26,249,408 26,249,408
27 Signals and Interlockers 7 138,190,707 138,190,707
39 Public Improvements 15 12,433,186 12,433,186

Total $1,802,448,499 $1,607,641,760

1/  Applicable Depreciation Method: 200 or 150 percent
     Declining Balance Switching to Straight Line
     Applicable Recovery Periods: 7, 15 and 50 a/ years
     Applicable Convention: Mid-quarter(property placed in service in third quarter)

The Depreciation Rates are as follows for the corresponding 
Recovery Period and Recovery year:

Recovery                  --- Recovery Period --- Recovery     --- Recovery Period --- 2/  Bonus Depreciation Per the Economic Stimulus Act of 2008, 

   Year         5-Year       7-year        15-year       50-year   Year           7-year         15-year       50-year the American Recovery & Reinvestment Act, and The Tax Relief, 

      1          20.00%      10.71%       3.750%        2.00%     10              0.00%       5.900%        2.00% Unemployment Insurance Reauthorization and Job Creation Act of 2010
      2          20.00%      25.51%       9.630%        2.00%     11              0.00%       5.910%        2.00% for the following depreciable assets:

      3          20.00%      18.22%       8.660%        2.00%      12              0.00%       5.900%        2.00% MACRS 50% Bonus 100% Bonus
      4          20.00%      13.02%       7.800%        2.00%     13              0.00%       5.910%        2.00% Lives Depreciation Depreciation
      5          20.00%        9.30%       7.020%        2.00%     14              0.00%       5.900%        2.00% (1) (2)
      6                              8.85%       6.310%        2.00%     15              0.00%       5.91.0%       2.00%
      7                              8.86%       5.900%        2.00%     16              0.00%       3.690%        2.00% 7 $109,579,837 $576,066,475
      8                              5.53%       5.900%        2.00%     17              0.00%       0.000%        2.00% 15 $117,027,274 $185,350,268
      9                              0.00%       5.910%        2.00%     18              0.00%       0.000%        2.00%

 19-50            0.00%       0.000%        2.00%
a/  50 year property uses the Straight Line Method for all time periods
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TABLE G: SRR  TAX DEPRECIATION SCHEDULES
(Continued)

Road Property
Amortization -  5  Years Depreciation - MACRS  7  Years Depreciation - MACRS  15  Years Depreciation - MACRS  50  Years

Total
Unamortized Annual Undepreciated Annual Undepreciated Annual Unamortized Annual Annual

Year Investment 1/ Rate 2/ Amort. 3/ Investment 4/ Rate 2/ Amount 5/ Investment 6/ Rate 2/ Amount 7/ Investment  8/ Rate 2/ Amount 9/ Depreciation 10/
(1)   (2) (3) (4)   (5) (6) (7) (8) (9) (10) (11) (12) (13) (14)

1 $138,188,729 20.00% $27,637,746 $109,579,837 10.71% $11,736,001 $117,027,274 3.75% $4,388,523 $254,822,066 2% $5,096,441 $1,036,882,564
2 110,550,984 20.00% 27,637,746 97,843,836 25.51% 27,953,816 112,638,751 9.63% 11,269,726 249,725,625 2% 5,096,441 71,957,730
3 82,913,238 20.00% 27,637,746 69,890,020 18.22% 19,965,446 101,369,025 8.66% 10,134,562 244,629,183 2% 5,096,441 62,834,195
4 55,275,492 20.00% 27,637,746 49,924,574 13.02% 14,267,295 91,234,463 7.80% 9,128,127 239,532,742 2% 5,096,441 56,129,609
5 27,637,746 20.00% 27,637,746 35,657,279 9.30% 10,190,925 82,106,335 7.02% 8,215,315 234,436,301 2% 5,096,441 51,140,427
6 25,466,354 8.85% 9,697,816 73,891,021 6.31% 7,384,421 229,339,859 2% 5,096,441 22,178,678
7 15,768,539 8.86% 9,708,774 66,506,600 5.90% 6,904,609 224,243,418 2% 5,096,441 21,709,824
8 6,059,765 5.53% 6,059,765 59,601,991 5.90% 6,904,609 219,146,977 2% 5,096,441 18,060,815
9 52,697,381 5.91% 6,916,312 214,050,535 2% 5,096,441 12,012,753
10 100.00% 45,781,070 5.90% 6,904,609 208,954,094 2% 5,096,441 12,001,050
11 38,876,460 5.91% 6,916,312 203,857,653 2% 5,096,441 ## 12,012,753
12 31,960,149 5.90% 6,904,609 198,761,212 2% 5,096,441 ## 12,001,050
13 25,055,539 5.91% 6,916,312 193,664,770 2% 5,096,441 ## 12,012,753
14 18,139,227 5.90% 6,904,609 188,568,329 2% 5,096,441 ## 12,001,050
15 11,234,618 5.91% 6,916,312 183,471,888 2% 5,096,441 ## 12,012,753
16 4,318,306 3.69% 4,318,306 178,375,446 2% 5,096,441 ## 9,414,748
17 173,279,005 2% 5,096,441 ## 5,096,441
18 100.00% 168,182,564 2% 5,096,441 ## 5,096,441
19 163,086,122 2% 5,096,441 ## 5,096,441
20 157,989,681 2% 5,096,441 ## 5,096,441
21 152,893,240 2% 5,096,441 ## 5,096,441

147,796,798 2% 5,096,441 ## 5,096,441142,700,357 2% 5,096,441 ## 5,096,441
1/  From Table G, Page 8, Column (5), Road Property Accounts 1 minus Page 8, 5-Year Bonus Depreciation. 137,603,916 2% 5,096,441 ## 5,096,441
2/  From Table G, Footnote 1/, Page 8. 132,507,474 2% 5,096,441 ## 5,096,441
3/  Column (2), Year 1 x Column (3). 127,411,033 2% 5,096,441 ## 5,096,441
4/  From Table G, Page 8, Column (5), Road Property Accounts 8, 9, 11, 12, 26 and 27 minus Page 10, 7-Year Bonus Depreciation. 122,314,592 2% 5,096,441 ## 5,096,441
5/  Column (5), Year 1 x Column (6). 117,218,150 2% 5,096,441 ## 5,096,441
6/  From Table G, Page 8, Column (5), Road Property Accounts 6, 13, 16, 17, 19, 20 and 39 minus Page 8, 15-Year Bonus Depreciation. 112,121,709 2% 5,096,441 ## 5,096,441
7/  Column (8), Year 1 x Column (9). 107,025,268 2% 5,096,441 ## 5,096,441
8/  From Table G, Page 8, Column (5), Road Property Accounts 3 and 5. 101,928,826 2% 5,096,441 ## 5,096,441
9/  Column (11), Year 1 x Column (12). 96,832,385 2% 5,096,441 ## 5,096,441
10/  Column (4) + Column (7) + Column (10) + Column (13) plus Page 8, 5, 7 & 15 Year Bonus Depreciation. 91,735,944 2% 5,096,441 ## 5,096,441
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TABLE H: SRR  AVERAGE ANNUAL INFLATION IN ASSET PRICES

Development of average annual inflation factors for all capital assets
1.  3Q2011 Land value $194,806,740 1/
2.  3Q2011 Property asset value accounts 3, 5, 6, 13, 17, 26, 27, 39 and 52 $838,666,996 1/
3.  3Q2011 Road Property asset value accounts 8, 9, and 11 $512,715,713 1/
4.  3Q2011 Road Property asset value accounts 1 and 12 $256,259,050 1/

Inflation Inflation
Inflation Index Index

Index For Line 3 For Line 4
Inflation For Line 2 Road Road Road 3Q2011

Index For Property Property Property Land Property Inflation
Period Quarter Land 2/ Assets 3/ Assets 4/ Assets 5/ Value 6/ Value 7/ Index 8/

(1) (2) (3) (4) (5) (6) (7) (8) (9)

0 1.000 1.000 1.000 1.000 $194,806,740 $1,607,641,760 1.000
1 July 30-Sep 30, 2011 1.020 1.014 1.066 1.006 198,630,810 1,654,237,180 1.028
2 2011 4 Qtr 1.039 1.027 1.073 1.020 202,498,314 1,672,837,049 1.040
3 2012 1 Qtr 1.057 1.026 1.072 1.019 205,898,698 1,671,461,140 1.042
4 2012 2 Qtr 1.074 1.049 1.115 1.039 209,313,265 1,717,042,047 1.069
5 2012 3 Qtr 1.090 1.051 1.121 1.040 212,407,248 1,722,503,798 1.073
6 2012 4 Qtr 1.111 1.046 1.102 1.038 216,393,072 1,708,734,755 1.068
7 2013 1 Qtr 1.130 1.050 1.097 1.043 220,073,504 1,709,847,593 1.071
8 2013 2 Qtr 1.149 1.037 1.087 1.030 223,819,218 1,691,204,630 1.062
9 2013 3 Qtr 1.168 1.052 1.098 1.046 227,631,411 1,713,256,241 1.077

10 2013 4 Qtr 1.188 1.068 1.110 1.061 231,511,304 1,736,273,522 1.092
11 2014 1 Qtr 1.209 1.080 1.122 1.074 235,460,141 1,756,430,662 1.105
12 2014 2 Qtr 1.229 1.081 1.129 1.074 239,479,187 1,760,544,853 1.110
13 2014 3 Qtr 1.250 1.094 1.139 1.087 243,569,734 1,779,603,700 1.122
14 2014 4 Qtr 1.272 1.107 1.152 1.100 247,733,097 1,800,958,944 1.137
15 2015 1 Qtr 1.293 1.121 1.159 1.115 251,970,615 1,820,539,781 1.150
16 2015 2 Qtr 1.316 1.130 1.164 1.124 256,283,654 1,832,267,726 1.159
17 2015 3 Qtr 1.338 1.137 1.162 1.133 260,673,604 1,839,802,540 1.165
18 2015 4 Qtr 1.361 1.146 1.166 1.142 265,141,882 1,851,673,269 1.174
19 2016 1 Qtr 1.384 1.155 1.171 1.152 269,689,932 1,864,132,308 1.184
20 2016 2 Qtr 1.408 1.164 1.177 1.161 274,319,226 1,876,679,728 1.193

  1/ Table C, Page 3, Column (10).
  2/ Previous Column (3) x (1 + Quarterly Inflation Rate Change from Table B).
  3/ Previous Column (4) x (1 + Quarterly Inflation Rate Change from Table B).
  4/ Previous Column (5) x (1 + Quarterly Inflation Rate Change from Table B).
  5/ Previous Column (6) x (1 + Quarterly Inflation Rate Change from Table B).
  6/ Line 1 x Column (3) for applicable quarter.
  7/ (Line 2 x Column (4) for applicable quarter) + (Line 3 x Column (5)for applicable quarter) + (Line 4 x Column (6) for applicable quarter).
  8/ (Column (7) + Column (8)) ÷ (Period 0; (Column (7) + Column (8))).
  9/ Annual weighted inflation using the last two quarters, used to calculate real cost of capital.
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TABLE H: SRR  AVERAGE ANNUAL INFLATION IN ASSET PRICES
(Continued)

Development of average annual inflation factors for all capital assets
1.  3Q2011 Land value $194,806,740 1/
2.  3Q2011 Property asset value accounts 3, 5, 6, 13, 17, 26, 27, 39 and 52 $838,666,996 1/
3.  3Q2011 Road Property asset value accounts 8, 9, and 11 $512,715,713 1/
4.  3Q2011 Road Property asset value accounts 1 and 12 $256,259,050 1/

Inflation Inflation
Inflation Index Index

Index For Line 3 For Line 4
Inflation For Line 2 Road Road Road 3Q2011

Index For Property Property Property Land Property Inflation
Period Quarter Land 2/ Assets 3/ Assets 4/ Assets 5/ Value 6/ Value 7/ Index 8/

(1) (2) (3) (4) (5) (6) (7) (8) (9)

21 2016 3 Qtr 1.432 1.173 1.182 1.170 $279,031,261 $1,889,316,180 1.203
22 2016 4 Qtr 1.457 1.182 1.187 1.180 283,827,566 1,902,042,319 1.213
23 2017 1 Qtr 1.482 1.192 1.195 1.190 288,709,696 1,917,044,942 1.224
24 2017 2 Qtr 1.508 1.202 1.203 1.200 293,679,237 1,932,167,214 1.235
25 2017 3 Qtr 1.534 1.212 1.211 1.211 298,737,804 1,947,410,097 1.246
26 2017 4 Qtr 1.560 1.222 1.219 1.221 303,887,043 1,962,774,563 1.258
27 2018 1 Qtr 1.587 1.232 1.220 1.232 309,128,632 1,974,401,017 1.267
28 2018 2 Qtr 1.614 1.242 1.221 1.244 314,464,279 1,986,121,150 1.276
29 2018 3 Qtr 1.642 1.252 1.222 1.255 319,895,726 1,997,935,744 1.286
30 2018 4 Qtr 1.671 1.262 1.223 1.266 325,424,747 2,009,845,588 1.296
31 2019 1 Qtr 1.699 1.273 1.232 1.278 331,053,150 2,026,708,272 1.308
32 2019 2 Qtr 1.729 1.284 1.241 1.290 336,782,778 2,043,713,800 1.321
33 2019 3 Qtr 1.759 1.296 1.249 1.301 342,615,506 2,060,863,391 1.333
34 2019 4 Qtr 1.789 1.307 1.258 1.313 348,553,249 2,078,158,278 1.346
35 2020 1 Qtr 1.820 1.319 1.267 1.325 354,597,956 2,094,902,024 1.359
36 2020 2 Qtr 1.852 1.330 1.275 1.337 360,751,611 2,111,782,460 1.372
37 2020 3 Qtr 1.884 1.341 1.284 1.349 367,016,240 2,128,800,715 1.385
38 2020 4 Qtr 1.917 1.353 1.292 1.361 373,393,904 2,145,957,927 1.398
39 2021 1 Qtr 1.950 1.364 1.299 1.372 379,886,705 2,161,944,407 1.410
40 2021 2 Qtr 1.984 1.375 1.306 1.384 386,496,784 2,178,053,832 1.423

41 July 1 - July 29 2021 2.019 1.387 1.314 1.396 393,226,323 2,194,287,173 1.436

Annual Average 9/ 3.34% 3.63%
  1/ Table C, Page 3, Column (10).
  2/ Previous Column (3) x (1 + Quarterly Inflation Rate Change from Table B).
  3/ Previous Column (4) x (1 + Quarterly Inflation Rate Change from Table B).
  4/ Previous Column (5) x (1 + Quarterly Inflation Rate Change from Table B).
  5/ Previous Column (6) x (1 + Quarterly Inflation Rate Change from Table B).
  6/ Line 1 x Column (3) for applicable quarter.
  7/ (Line 2 x Column (4) for applicable quarter) + (Line 3 x Column (5)for applicable quarter) + (Line 4 x Column (6) for applicable quarter).
  8/ (Column (7) + Column (8)) ÷ (Period 0; (Column (7) + Column (8))).
  9/ Annual weighted inflation using the last two quarters, used to calculate real cost of capital.
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TABLE I: SRR  DISCOUNTED CASH FLOW
(Road Property)

Discounted Cash Flow 
Present Value of the Cash Flow Discounted at the Cost of Capital in Table A
Inflation In Asset Values From Table H

1.  3Q2011 Road Property Investment $1,805,655,754 1/ Federal Tax Rate 35.0%
2.  Interest During Construction (3Q2011 Invest.) $214,204,505 2/
3.  Total 3Q2011 Investment $2,019,860,259 3/ Route Mile Weighted
4.  Present Value Of Replacement Cost for the SRR $59,341,127 4/ Average State Tax Rate 6.19% 6/
5.  Total Cost Recovered From Quarterly Revenue Flow $2,079,201,386 5/

Quarterly
Levelized

Capital Interest on Actual Actual Present
Carrying Investment Federal State Value Cumulative
Charge Financed Tax Tax Tax Cash Cash Present

Period Quarter Requirement 7/ With Debt 8/ Depreciation 9/ Payments 10/ Payments 11/ Flow 12/ Flow  13/ Value 14/
(1) (2) (3) (4) (5) (6) (7) (8) (9) (10)

1 July 30-Sep 30, 2011 $31,819,756 $3,827,768 $421,442,590 $0 $0 $31,819,756 $31,398,302 $31,398,302
2 2011 4 Qtr 47,030,390 5,589,757 615,439,973 0 0 47,030,390 45,206,743 76,605,046
3 2012 1 Qtr 47,081,161 5,589,757 17,989,433 0 0 47,081,161 44,084,621 120,689,667
4 2012 2 Qtr 48,309,888 5,589,757 17,989,433 0 0 48,309,888 44,064,749 164,754,415
5 2012 3 Qtr 48,524,452 5,589,757 17,989,433 0 0 48,524,452 43,115,281 207,869,696
6 2012 4 Qtr 48,279,105 5,589,757 17,989,433 0 0 48,279,105 41,787,375 249,657,072
7 2013 1 Qtr 48,399,312 5,589,757 15,708,549 0 0 48,399,312 40,807,538 290,464,609
8 2013 2 Qtr 48,025,713 5,589,757 15,708,549 0 0 48,025,713 39,444,852 329,909,461
9 2013 3 Qtr 48,674,336 5,589,757 15,708,549 0 0 48,674,336 38,943,220 368,852,681

10 2013 4 Qtr 49,348,874 5,589,757 15,708,549 0 0 49,348,874 38,461,337 407,314,018
11 2014 1 Qtr 49,953,413 5,589,757 14,032,402 0 0 49,953,413 37,925,176 445,239,194
12 2014 2 Qtr 50,157,381 5,589,757 14,032,402 0 0 50,157,381 37,094,764 482,333,958
13 2014 3 Qtr 50,737,931 5,589,757 14,032,402 0 0 50,737,931 36,553,235 518,887,193
14 2014 4 Qtr 51,377,896 5,589,757 14,032,402 0 0 51,377,896 36,056,594 554,943,786
15 2015 1 Qtr 51,975,222 5,589,757 12,785,107 0 0 51,975,222 35,532,032 590,475,818
16 2015 2 Qtr 52,377,504 5,589,757 12,785,107 0 0 52,377,504 34,880,588 625,356,406
17 2015 3 Qtr 52,676,558 5,589,757 12,785,107 0 0 52,676,558 34,172,103 659,528,509
18 2015 4 Qtr 53,086,314 5,589,757 12,785,107 0 0 53,086,314 33,546,885 693,075,394
19 2016 1 Qtr 53,512,825 5,589,757 5,544,669 0 0 53,512,825 32,941,457 726,016,851
20 2016 2 Qtr 53,943,589 5,589,757 5,544,669 0 0 53,943,589 32,347,452 758,364,303
21 2016 3 Qtr 54,378,661 5,589,757 5,544,669 0 0 54,378,661 31,764,649 790,128,953
22 2016 4 Qtr 54,818,096 5,589,757 5,544,669 0 0 54,818,096 31,192,832 821,321,785
23 2017 1 Qtr 55,316,773 5,589,757 5,427,456 0 0 55,316,773 30,662,179 851,983,964
24 2017 2 Qtr 55,820,644 5,589,757 5,427,456 0 0 55,820,644 30,140,908 882,124,872
25 2017 3 Qtr 56,329,771 5,589,757 5,427,456 0 0 56,329,771 29,628,850 911,753,722
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TABLE I: SRR  DISCOUNTED CASH FLOW
(Road Property Continued)

Quarterly
Levelized

Capital Interest on Actual Actual Present
Carrying Investment Federal State Value Cumulative
Charge Financed Tax Tax Tax Cash Cash Present

Period Quarter Requirement 7/ With Debt 8/ Depreciation 9/ Payments 10/ Payments 11/ Flow 12/ Flow  13/ Value 14/
(1) (2) (3) (4) (5) (6) (7) (8) (9) (10)

26 2017 4 Qtr $56,844,222 $5,589,757 5,427,456 $0 $0 $56,844,222 $29,125,839 $940,879,560
27 2018 1 Qtr 57,267,245 5,589,757 4,515,204 0 0 57,267,245 28,583,389 969,462,949
28 2018 2 Qtr 57,694,977 5,589,757 4,515,204 0 0 57,694,977 28,051,800 997,514,749
29 2018 3 Qtr 58,127,480 5,589,757 4,515,204 0 0 58,127,480 27,530,845 1,025,045,594
30 2018 4 Qtr 58,564,818 5,589,757 4,515,204 8,321,179 1,567,486 48,676,154 22,457,924 1,047,503,518
31 2019 1 Qtr 59,128,859 5,589,757 3,003,188 16,593,548 3,125,778 39,409,533 17,712,096 1,065,215,614
32 2019 2 Qtr 59,699,020 5,589,757 3,003,188 16,780,761 3,161,044 39,757,215 17,406,038 1,082,621,653
33 2019 3 Qtr 60,275,379 5,589,757 3,003,188 16,970,009 3,196,693 40,108,677 17,105,573 1,099,727,225
34 2019 4 Qtr 60,858,016 5,589,757 3,003,188 17,161,319 3,232,731 40,463,966 16,810,594 1,116,537,819
35 2020 1 Qtr 61,429,514 5,589,757 3,000,263 17,349,932 3,268,260 40,811,322 16,516,217 1,133,054,036
36 2020 2 Qtr 62,007,172 5,589,757 3,000,263 17,539,607 3,303,990 41,163,575 16,227,750 1,149,281,786
37 2020 3 Qtr 62,591,069 5,589,757 3,000,263 17,731,330 3,340,106 41,519,633 15,944,615 1,165,226,401
38 2020 4 Qtr 63,181,286 5,589,757 3,000,263 17,925,129 3,376,612 41,879,545 15,666,710 1,180,893,111
39 2021 1 Qtr 63,745,030 5,589,757 3,003,188 18,109,275 3,411,300 42,224,455 15,387,045 1,196,280,156
40 2021 2 Qtr 64,314,799 5,589,757 3,003,188 18,296,359 3,446,542 42,571,898 15,112,262 1,211,392,418
41 July 1 - July 29 2021 20,454,668 1,761,989 946,657 5,826,935 1,097,638 13,530,096 4,740,400 1,216,132,818

Future 3,733,710,873 321,626,133 74,321,273 1,095,959,936 206,449,364 2,431,301,573 863,068,569 2,079,201,386

  1/  From Table C, Column (10) + Rail Grinding Capital Costs from [MOW Costs - Final.xls]
  2/  From Table D, Column (8).
  3/  Line 1 + Line 2.
  4/  Table F Column (8).
  5/  Line 3 + Line 4.

  6/  Alabama, Mississippi and Louisiana corporate income tax rates weighted on SRR route miles.
  7/  Quarterly carrying costs needed to recover the total investment over 40 quarters after consideration of the applicab
       interest payments, tax depreciation and tax liability.  The Future value is an estimate of a perpetual income stream for the SRR
       and is calculated by taking the Period 40, Column (3) value and dividing it by the SRR 's estimated quarterly Real Cost of Capita
  8/  Value from Table E.  
  9/  Value from Table G, Page 12, Column (14) divided by 4 quarters.
10/  Table J: Part 1 Page 16 of 20.
11/  Table J: Part 2 Page 17 of 20.
12/  (Column (3) - Column (6) - Column (7)).
13/  Column (8) discounted by the fourth root of the annual Cost of Capital adjusted to midquarter dollars from Table A
14/  Cumulative total of Column (9)
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TABLE  J - PART 1:  COMPUTATION  OF FEDERAL  TAX  LIABILITY  -  TAXABLE  INCOME
(Road Property)

Taxable Net NOL's
Income Operating Generated Annual Annual

Time B/4 NOL's Losses Plus Carryforward Carryforward Carryback Carryback Carryback Taxable Tax
Period SRR  1/ Generated 2/ Carryforward 3/ Utilized 4/ Remaining 5/ Available 6/ Utilized 7/ Remaining 8/ Income 9/ Liability 10/

(1) (2) (3) (4) (5) (6) (7) (8) (9) (10) (11)
2009 ($1,401,680) ($1,401,680) ($1,401,680) $0 ($1,401,680) ($1,401,680) $0 ($1,401,680) $0 $0
2010 (8,471,715) (8,471,715) (9,873,394) 0 (9,873,394) (9,873,394) 0 (9,873,394) 0 0

Jan 1-Jul 29, 2011 (8,414,079) (8,414,079) (18,287,473) 0 (18,287,473) (18,287,473) 0 (18,287,473) 0 0
July 30-Sep 30, 2011 (393,450,603) (393,450,603) (411,738,076) 0 (411,738,076) (411,738,076) 0 (411,738,076) 0 0

2011 4 Qtr (573,999,340) (573,999,340) (985,737,416) 0 (985,737,416) (985,737,416) 0 (985,737,416) 0 0
2012 1 Qtr 23,501,972 0 (985,737,416) 23,501,972 (962,235,444) (962,235,444) 0 (962,235,444) 0 0
2012 2 Qtr 24,730,699 0 (962,235,444) 24,730,699 (937,504,745) (937,504,745) 0 (937,504,745) 0 0
2012 3 Qtr 24,945,263 0 (937,504,745) 24,945,263 (912,559,482) (912,559,482) 0 (912,559,482) 0 0
2012 4 Qtr 24,699,916 0 (912,559,482) 24,699,916 (887,859,566) (887,859,566) 0 (887,859,566) 0 0
2013 1 Qtr 27,101,007 0 (887,859,566) 27,101,007 (860,758,560) (860,758,560) 0 (860,758,560) 0 0
2013 2 Qtr 26,727,408 0 (860,758,560) 26,727,408 (834,031,152) (834,031,152) 0 (834,031,152) 0 0
2013 3 Qtr 27,376,030 0 (834,031,152) 27,376,030 (806,655,121) (806,655,121) 0 (806,655,121) 0 0
2013 4 Qtr 28,050,568 0 (806,655,121) 28,050,568 (778,604,553) (778,604,553) 0 (778,604,553) 0 0
2014 1 Qtr 30,331,254 0 (778,604,553) 30,331,254 (748,273,299) (748,273,299) 0 (748,273,299) 0 0
2014 2 Qtr 30,535,222 0 (748,273,299) 30,535,222 (717,738,077) (717,738,077) 0 (717,738,077) 0 0
2014 3 Qtr 31,115,772 0 (717,738,077) 31,115,772 (686,622,305) (686,622,305) 0 (686,622,305) 0 0
2014 4 Qtr 31,755,737 0 (686,622,305) 31,755,737 (654,866,568) (654,866,568) 0 (654,866,568) 0 0
2015 1 Qtr 33,600,359 0 (654,866,568) 33,600,359 (621,266,208) (621,266,208) 0 (621,266,208) 0 0
2015 2 Qtr 34,002,641 0 (621,266,208) 34,002,641 (587,263,567) (587,263,567) 0 (587,263,567) 0 0
2015 3 Qtr 34,301,695 0 (587,263,567) 34,301,695 (552,961,872) (552,961,872) 0 (552,961,872) 0 0
2015 4 Qtr 34,711,451 0 (552,961,872) 34,711,451 (518,250,422) (518,250,422) 0 (518,250,422) 0 0
2016 1 Qtr 42,378,399 0 (518,250,422) 42,378,399 (475,872,023) (475,872,023) 0 (475,872,023) 0 0
2016 2 Qtr 42,809,163 0 (475,872,023) 42,809,163 (433,062,860) (433,062,860) 0 (433,062,860) 0 0
2016 3 Qtr 43,244,235 0 (433,062,860) 43,244,235 (389,818,625) (389,818,625) 0 (389,818,625) 0 0
2016 4 Qtr 43,683,670 0 (389,818,625) 43,683,670 (346,134,956) (346,134,956) 0 (346,134,956) 0 0
2017 1 Qtr 44,299,561 0 (346,134,956) 44,299,561 (301,835,395) (301,835,395) 0 (301,835,395) 0 0
2017 2 Qtr 44,803,431 0 (301,835,395) 44,803,431 (257,031,964) (257,031,964) 0 (257,031,964) 0 0
2017 3 Qtr 45,312,559 0 (257,031,964) 45,312,559 (211,719,405) (211,719,405) 0 (211,719,405) 0 0
2017 4 Qtr 45,827,009 0 (211,719,405) 45,827,009 (165,892,396) (165,892,396) 0 (165,892,396) 0 0
2018 1 Qtr 47,162,285 0 (165,892,396) 47,162,285 (118,730,111) (118,730,111) 0 (118,730,111) 0 0
2018 2 Qtr 47,590,016 0 (118,730,111) 47,590,016 (71,140,095) (71,140,095) 0 (71,140,095) 0 0
2018 3 Qtr 48,022,519 0 (71,140,095) 48,022,519 (23,117,576) (23,117,576) 0 (23,117,576) 0 0
2018 4 Qtr 46,892,372 0 (23,117,576) 23,117,576 0 0 0 0 23,774,796 8,321,179
2019 1 Qtr 47,410,136 0 0 0 0 0 0 0 47,410,136 16,593,548
2019 2 Qtr 47,945,031 0 0 0 0 0 0 0 47,945,031 16,780,761
2019 3 Qtr 48,485,741 0 0 0 0 0 0 0 48,485,741 16,970,009
2019 4 Qtr 49,032,340 0 0 0 0 0 0 0 49,032,340 17,161,319
2020 1 Qtr 49,571,234 0 0 0 0 0 0 0 49,571,234 17,349,932
2020 2 Qtr 50,113,163 0 0 0 0 0 0 0 50,113,163 17,539,607
2020 3 Qtr 50,660,944 0 0 0 0 0 0 0 50,660,944 17,731,330
2020 4 Qtr 51,214,655 0 0 0 0 0 0 0 51,214,655 17,925,129
2021 1 Qtr 51,740,785 0 0 0 0 0 0 0 51,740,785 18,109,275
2021 2 Qtr 52,275,312 0 0 0 0 0 0 0 52,275,312 18,296,359

July 1 - July 29 2021 16,648,385 0 0 0 0 0 0 0 16,648,385 5,826,935
Future 3,131,314,104 0 0 0 0 0 0 0 3,131,314,104 1,095,959,936

1/  Table I, Page 13, Column (3) - Table E, Page 5, Columns (2),(4) & (6)  - Table G, Column (14) / 4 - Table J Part 2, Page 15, Column (11).

     Values for 2009- July 29, 2011 from Table D, Sum of Column (10).
2/  Column (2) if less than zero, otherwise zero.
3/  Cumulative total of Column (2).
4/  If Column (2) is greater than zero, and (Column (2) + Column (4) is less than zero, then Column (2), otherwise Column (4)
5/  Column (4) + Column (5) + Column (8).
6/  Previous period Column (9) + current period Column (3) - current period Column (5).
7/  If previous Column (10) is greater than zero, and previous Column (10) is less than current Column (7), then previous Column (10), otherwise zero
8/  Column (7) + Column (8).
9/  If Column (2) is greater than zero, then Column (2) - Column (5) - Column (8), otherwise zero
10/  Column (10) times applicable Federal Statutory Tax Rate.
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TABLE  J - PART 2:  COMPUTATION  OF STATE  TAX  LIABILITY  -  TAXABLE  INCOME

(Road Property)

Taxable Net NOL's
Income Operating Generated Annual Annual

Time B/4 NOL's Losses Plus Carryforward Carryforward Carryback Carryback Carryback Taxable Tax
Period SRR  1/ Generated 2/ Carryforward 3/ Utilized 4/ Remaining 5/ Available 6/ Utilized 7/ Remaining 8/ Income 9/ Liability 10/

(1) (2) (3) (4) (5) (6) (7) (8) (9) (10) (11)
2009 ($1,401,680) ($1,401,680) ($1,401,680) $0 ($1,401,680) ($1,401,680) $0 ($1,401,680) $0 $0
2010 (8,471,715) (8,471,715) (9,873,394) 0 (9,873,394) (9,873,394) 0 (9,873,394) 0 0

Jan 1-Jul 29, 2011 (8,414,079) (8,414,079) (18,287,473) 0 (18,287,473) (18,287,473) 0 (18,287,473) 0 0
July 30-Sep 30, 2011 (393,450,603) (393,450,603) (411,738,076) 0 (411,738,076) (411,738,076) 0 (411,738,076) 0 0

2011 4 Qtr (573,999,340) (573,999,340) (985,737,416) 0 (985,737,416) (985,737,416) 0 (985,737,416) 0 0
2012 1 Qtr 23,501,972 0 (985,737,416) 23,501,972 (962,235,444) (962,235,444) 0 (962,235,444) 0 0
2012 2 Qtr 24,730,699 0 (962,235,444) 24,730,699 (937,504,745) (937,504,745) 0 (937,504,745) 0 0
2012 3 Qtr 24,945,263 0 (937,504,745) 24,945,263 (912,559,482) (912,559,482) 0 (912,559,482) 0 0
2012 4 Qtr 24,699,916 0 (912,559,482) 24,699,916 (887,859,566) (887,859,566) 0 (887,859,566) 0 0
2013 1 Qtr 27,101,007 0 (887,859,566) 27,101,007 (860,758,560) (860,758,560) 0 (860,758,560) 0 0
2013 2 Qtr 26,727,408 0 (860,758,560) 26,727,408 (834,031,152) (834,031,152) 0 (834,031,152) 0 0
2013 3 Qtr 27,376,030 0 (834,031,152) 27,376,030 (806,655,121) (806,655,121) 0 (806,655,121) 0 0
2013 4 Qtr 28,050,568 0 (806,655,121) 28,050,568 (778,604,553) (778,604,553) 0 (778,604,553) 0 0
2014 1 Qtr 30,331,254 0 (778,604,553) 30,331,254 (748,273,299) (748,273,299) 0 (748,273,299) 0 0
2014 2 Qtr 30,535,222 0 (748,273,299) 30,535,222 (717,738,077) (717,738,077) 0 (717,738,077) 0 0
2014 3 Qtr 31,115,772 0 (717,738,077) 31,115,772 (686,622,305) (686,622,305) 0 (686,622,305) 0 0
2014 4 Qtr 31,755,737 0 (686,622,305) 31,755,737 (654,866,568) (654,866,568) 0 (654,866,568) 0 0
2015 1 Qtr 33,600,359 0 (654,866,568) 33,600,359 (621,266,208) (621,266,208) 0 (621,266,208) 0 0
2015 2 Qtr 34,002,641 0 (621,266,208) 34,002,641 (587,263,567) (587,263,567) 0 (587,263,567) 0 0
2015 3 Qtr 34,301,695 0 (587,263,567) 34,301,695 (552,961,872) (552,961,872) 0 (552,961,872) 0 0
2015 4 Qtr 34,711,451 0 (552,961,872) 34,711,451 (518,250,422) (518,250,422) 0 (518,250,422) 0 0
2016 1 Qtr 42,378,399 0 (518,250,422) 42,378,399 (475,872,023) (475,872,023) 0 (475,872,023) 0 0
2016 2 Qtr 42,809,163 0 (475,872,023) 42,809,163 (433,062,860) (433,062,860) 0 (433,062,860) 0 0
2016 3 Qtr 43,244,235 0 (433,062,860) 43,244,235 (389,818,625) (389,818,625) 0 (389,818,625) 0 0
2016 4 Qtr 43,683,670 0 (389,818,625) 43,683,670 (346,134,956) (346,134,956) 0 (346,134,956) 0 0
2017 1 Qtr 44,299,561 0 (346,134,956) 44,299,561 (301,835,395) (301,835,395) 0 (301,835,395) 0 0
2017 2 Qtr 44,803,431 0 (301,835,395) 44,803,431 (257,031,964) (257,031,964) 0 (257,031,964) 0 0
2017 3 Qtr 45,312,559 0 (257,031,964) 45,312,559 (211,719,405) (211,719,405) 0 (211,719,405) 0 0
2017 4 Qtr 45,827,009 0 (211,719,405) 45,827,009 (165,892,396) (165,892,396) 0 (165,892,396) 0 0
2018 1 Qtr 47,162,285 0 (165,892,396) 47,162,285 (118,730,111) (118,730,111) 0 (118,730,111) 0 0
2018 2 Qtr 47,590,016 0 (118,730,111) 47,590,016 (71,140,095) (71,140,095) 0 (71,140,095) 0 0
2018 3 Qtr 48,022,519 0 (71,140,095) 48,022,519 (23,117,576) (23,117,576) 0 (23,117,576) 0 0
2018 4 Qtr 48,459,858 0 (23,117,576) 23,117,576 0 0 0 0 25,342,282 1,567,486
2019 1 Qtr 50,535,914 0 0 0 0 0 0 0 50,535,914 3,125,778
2019 2 Qtr 51,106,075 0 0 0 0 0 0 0 51,106,075 3,161,044
2019 3 Qtr 51,682,434 0 0 0 0 0 0 0 51,682,434 3,196,693
2019 4 Qtr 52,265,071 0 0 0 0 0 0 0 52,265,071 3,232,731
2020 1 Qtr 52,839,495 0 0 0 0 0 0 0 52,839,495 3,268,260
2020 2 Qtr 53,417,153 0 0 0 0 0 0 0 53,417,153 3,303,990
2020 3 Qtr 54,001,050 0 0 0 0 0 0 0 54,001,050 3,340,106
2020 4 Qtr 54,591,267 0 0 0 0 0 0 0 54,591,267 3,376,612
2021 1 Qtr 55,152,085 0 0 0 0 0 0 0 55,152,085 3,411,300
2021 2 Qtr 55,721,854 0 0 0 0 0 0 0 55,721,854 3,446,542

July 1 - July 29 2021 17,746,022 0 0 0 0 0 0 0 17,746,022 1,097,638
Future 3,337,763,467 0 0 0 0 0 0 0 3,337,763,467 206,449,364

1/  Table I, Page 15, Column (3) - Table E, Page 5, Columns (2),(4) & (6)  - Table G, Column (14) / 4.
     Values for 2009- July 29, 2011 from Table D, Sum of Column (10).
2/  Column (2) if less than zero, otherwise zero.
3/  Cumulative total of Column (2).
4/  If Column (2) is greater than zero, and (Column (2) + Column (4) is less than zero, then Column (2), otherwise Column (4).
5/  Column (4) + Column (5) + Column (8).
6/  Previous period Column (9) + current period Column (3) - current period Column (5).
7/  If previous Column (10) is greater than zero, and previous Column (10) is less than current Column (7), then previous Column (10), otherwise zero.
8/  Column (7) + Column (8).
9/  If Column (2) is greater than zero, then Column (2) - Column (5) - Column (8), otherwise zero.
10/  Column (10) times applicable route mile weighted State Statutory Tax Rates.
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TABLE K: SRR  OPERATING EXPENSES

Item 2011 2012 2013 2014 2015 2016 2017 2018 2019 2020 2021
(1) (2) (3) (4) (5) (7) (8) (9) (10) (11) (12) (12)

  1.  Train & Engine Personnel $19,234,366 $20,656,377 $21,910,022 $22,890,732 $23,886,736 $24,874,586 $26,229,469 $27,706,501 $29,222,293 $30,794,722 $32,709,936

  2.  Locomotive Lease Expense 5,911,499 6,348,541 6,733,837 7,035,249 7,341,361 7,644,968 8,061,378 8,515,330 8,981,194 9,464,465 10,053,088

  3.  Locomotive Maintenance Expense 11,383,425 12,225,010 12,966,951 13,547,363 14,136,825 14,721,461 15,523,319 16,397,466 17,294,554 18,225,160 19,358,637

  4.  Locomotive Operating Expense 48,887,755 52,502,065 55,688,438 58,181,098 60,712,628 63,223,434 66,667,126 70,421,279 74,273,950 78,270,573 83,138,451

  5.  Railcar Lease Expense 13,986,665 15,020,710 15,932,324 16,645,468 17,369,732 18,088,068 19,073,299 20,147,353 21,249,593 22,393,017 23,785,705

  6.  Material & Supply Operating 887,298 887,298 887,298 887,298 887,298 887,298 887,298 887,298 887,298 887,298 887,298

  7.  Ad Valorem Tax 5,097,822 5,097,822 5,097,822 5,097,822 5,097,822 5,097,822 5,097,822 5,097,822 5,097,822 5,097,822 5,097,822

  8.  Operating Managers 9,139,589 9,139,589 9,139,589 9,139,589 9,139,589 9,139,589 9,139,589 9,139,589 9,139,589 9,139,589 9,139,589
.

  9.  General & Administration 9,081,226 9,211,705 9,211,705 9,211,705 9,211,705 9,211,705 9,211,705 9,211,705 9,211,705 9,211,705 9,211,705

10. Loss and Damage 600,803 645,221 684,380 715,013 746,124 776,980 819,301 865,438 912,785 961,901 1,021,725

11. Coal Traffic Dwell Off-Set -1,178,181 -1,078,159 -1,163,136 -1,211,954 -1,240,434 -1,187,905 -1,193,328 -1,254,396 -1,222,825 -1,115,965 -1,391,473

12. Intermodal Lift Costs 387,692 416,355 441,623 461,391 481,467 501,378 528,687 558,459 589,011 620,705 659,309

13. Switching Costs 982,815 1,055,475 1,119,533 1,169,644 1,220,536 1,271,012 1,340,243 1,415,714 1,493,167 1,573,513 1,671,374

14.  Insurance 3.89% 5,471,453 5,771,830 6,025,437 6,224,517 6,427,521 6,632,005 6,909,452 7,209,767 7,521,628 7,848,023 8,229,797

15.  Maintenance of Way 16,314,609 16,314,609 16,314,609 16,314,609 16,314,609 16,314,609 16,314,609 16,314,609 16,314,609 16,314,609 16,314,609

16. Total Operating Expenses $146,188,836 $154,214,448 $160,990,430 $166,309,543 $171,733,520 $177,197,011 $184,609,970 $192,633,933 $200,966,373 $209,687,137 $219,887,572

17. Expense Per Quarter $36,547,209 $38,553,612 $40,247,608 $41,577,386 $42,933,380 $44,299,253 $46,152,493 $48,158,483 $50,241,593 $52,421,784 $54,971,893
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TABLE K: SRR  OPERATING EXPENSES, INDEXED
(Continued)

Operating Operating
Expense Expense

#N/A Indexed Indexed
July Hybrid For Hybrid For

Period Quarter Index 1/ Inflation 2/ Period Quarter Index 1/ Inflation 2/
(1) (2) (3) (4) (5) (6) (7) (8)

1 July 30-Sep 30, 2011 100.000 $25,026,893 27 2018 1 Qtr 110.367 $53,151,134
2 2011 4 Qtr 100.148 36,601,365 28 2018 2 Qtr 111.197 53,551,025
3 2012 1 Qtr 96.898 37,357,711 29 2018 3 Qtr 112.034 $53,953,925
4 2012 2 Qtr 98.215 37,865,262 30 2018 4 Qtr 112.859 $54,351,271
5 2012 3 Qtr 97.046 37,414,790 31 2019 1 Qtr 113.674 57,111,546
6 2012 4 Qtr 100.183 38,624,212 32 2019 2 Qtr 114.494 57,523,796
7 2013 1 Qtr 99.867 40,193,989 33 2019 3 Qtr 115.321 57,939,020
8 2013 2 Qtr 100.747 40,548,260 34 2019 4 Qtr 116.136 58,348,730
9 2013 3 Qtr 99.629 40,098,174 35 2020 1 Qtr 116.833 61,246,198

10 2013 4 Qtr 100.296 40,366,832 36 2020 2 Qtr 117.535 61,613,866
11 2014 1 Qtr 100.366 41,729,739 37 2020 3 Qtr 118.240 61,983,742
12 2014 2 Qtr 100.838 41,925,869 38 2020 4 Qtr 118.928 62,344,417
13 2014 3 Qtr 100.606 41,829,440 39 2021 1 Qtr 119.533 65,709,307
14 2014 4 Qtr 101.250 42,097,148 40 2021 2 Qtr 120.140 66,043,080
15 2015 1 Qtr 100.886 43,313,601 41 July 1 - July 29 2021 120.750 20,923,673
16 2015 2 Qtr 101.350 43,512,844
17 2015 3 Qtr 101.289 43,486,736
18 2015 4 Qtr 103.036 44,236,882
19 2016 1 Qtr 103.844 46,002,228
20 2016 2 Qtr 104.659 46,363,040
21 2016 3 Qtr 105.480 46,726,682
22 2016 4 Qtr 106.295 47,088,032
23 2017 1 Qtr 107.102 49,430,090
24 2017 2 Qtr 107.914 49,805,063
25 2017 3 Qtr 108.733 50,182,880
26 2017 4 Qtr 109.543 50,556,808

1/  3Q11 equals 100.0, all other quarters equal Quarterly Inflation Indexes for the Hybrid Index from Table B).

2/  (Quarterly expense from Table K, Page 18, for the applicable time period x Column (3) or Column (7) ÷ 3Q11.
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TABLE L : SRR  - Stand-Alone Costs and Revenues

Revenue Requirements to Cover Total Stand-Alone Costs

Quarterly Overpayments
Capital Quarterly Annual Quarterly Annual Or Cumulative

Requirement Operating Stand-Alone Stand-Alone Stand-Alone Shortfalls PV PV
Period Quarter Road Property Expense Requirement Revenues Revenues In Revenues Difference Difference

(1) (2) (3) (4) (5) (6) (7) (8) (9) (10)

1 July 30-Sep 30, 2011 $31,819,756 $26,235,031 $64,886,600

2 2011 4 Qtr 47,030,390 38,413,572 $143,498,749 94,755,035 $159,641,634 $16,142,885 $16,142,885 $16,142,885

3 2012 1 Qtr 47,081,161 39,169,918 102,852,279

4 2012 2 Qtr 48,309,888 39,677,469 102,852,279

5 2012 3 Qtr 48,524,452 38,018,859 102,852,279

6 2012 4 Qtr 48,279,105 38,624,212 347,685,064 102,852,279 411,409,118 63,724,054 57,276,705 73,419,590

7 2013 1 Qtr 48,399,312 40,193,989 112,417,194

8 2013 2 Qtr 48,025,713 40,548,260 112,417,194

9 2013 3 Qtr 48,674,336 40,098,174 112,417,194

10 2013 4 Qtr 49,348,874 40,366,832 355,655,489 112,417,194 449,668,775 94,013,286 76,227,508 149,647,097

11 2014 1 Qtr 49,953,413 41,729,739 122,317,451

12 2014 2 Qtr 50,157,381 41,925,869 122,317,451

13 2014 3 Qtr 50,737,931 41,829,440 122,317,451

14 2014 4 Qtr 51,377,896 42,097,148 369,808,818 122,317,451 489,269,803 119,460,985 87,218,744 236,865,841

15 2015 1 Qtr 51,975,222 43,313,601 134,322,014

16 2015 2 Qtr 52,377,504 43,512,844 134,322,014

17 2015 3 Qtr 52,676,558 43,486,736 134,322,014

18 2015 4 Qtr 53,086,314 44,236,882 384,665,663 134,322,014 537,288,057 152,622,394 100,337,493 337,203,334

19 2016 1 Qtr 53,512,825 46,002,228 148,911,998

20 2016 2 Qtr 53,943,589 46,363,040 148,911,998

21 2016 3 Qtr 54,378,661 46,726,682 148,911,998

22 2016 4 Qtr 54,818,096 47,088,032 402,833,153 148,911,998 595,647,993 192,814,839 114,142,316 451,345,650

23 2017 1 Qtr 55,316,773 49,430,090 163,958,143

24 2017 2 Qtr 55,820,644 49,805,063 163,958,143

25 2017 3 Qtr 56,329,771 50,182,880 163,958,143

26 2017 4 Qtr 56,844,222 50,556,808 424,286,251 163,958,143 655,832,574 231,546,323 123,425,632 574,771,282

27 2018 1 Qtr 57,267,245 53,151,134 179,599,846

28 2018 2 Qtr 57,694,977 53,551,025 179,599,846

29 2018 3 Qtr 58,127,480 53,953,925 179,599,846

30 2018 4 Qtr 58,564,818 54,351,271 446,661,876 179,599,846 718,399,383 271,737,507 130,430,243 705,201,525

31 2019 1 Qtr 59,128,859 57,111,546 196,845,344

32 2019 2 Qtr 59,699,020 57,523,796 196,845,344

33 2019 3 Qtr 60,275,379 57,939,020 196,845,344

34 2019 4 Qtr 60,858,016 58,348,730 470,884,366 196,845,344 787,381,378 316,497,012 136,791,646 841,993,171

35 2020 1 Qtr 61,429,514 61,246,198 214,907,510

36 2020 2 Qtr 62,007,172 61,613,866 214,907,510

37 2020 3 Qtr 62,591,069 61,983,742 214,907,510

38 2020 4 Qtr 63,181,286 62,344,417 496,397,264 214,907,510 859,630,039 363,232,775 141,363,157 983,356,328

39 2021 1 Qtr 63,745,030 65,709,307 233,750,688

40 2021 2 Qtr 64,314,799 66,043,080 236,347,918

July 1 - July 29 2021 20,454,668 20,923,673 $301,190,556 75,319,666 $545,418,272 244,227,716 87,860,180 1,071,216,50941
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MMM
Year R/VC Ratio

(1) (2)

1. 2011 257.9%
2. 2012 210.7%
3. 2013 179.6%
4. 2014 166.4%
5. 2015 154.3%
6. 2016 144.5%
7. 2017 136.8%
8. 2018 130.3%
9. 2019 125.0%
10. 2020 120.7%
11. 2021 116.1%

Source: "SBRR MMM Model Rebuttal.xlsb."

SunBelt Rebuttal MMM Results
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