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Issue Traffic Miles for URCS Variable Cast Calculations

DuPont

Opening 2/

449

1/ Based on actual routes used in 2009-2010 Source NS WP DuPont Issue Traffic Mileages NS Reply.xls

2/ Based on predominant route and backhaul adjustment Source DuPont Exhibit 11-4-14

3/ DuPont backhaul lane

Exhibit 11-4-2

Page lof

NS Actual DuPont NS Actual

Lane Miles 1/ Opening 2/ Difference Lane Miles 1/

4-2 838 836 B-60 456

Difference

3/

3/

3/

56 3/

4-3 598 595

A-9 602 435 167

A-b 870 870

A-li 822 822

A-12 797 798

4-13 1098 1098

A-i4 982 976

A-iS 841 841

A-16 943 841 102

A-i7 679 591 88
4-18 385 385

A-19 522 508 14
A-22 78 22

B-i 607 607

6-2 785 732 53
B-S 607 607

B-6 1100 1001 99
B-8 735 732

B-lU 774 772

B-li 734 732

B-i3 601 598

B-14 734 732

B-iS 602 598

B-17 732 732

B-18 1266 1151 115
B-20 600 600

B-23 593 589

6-24 681 678

B-25 609 607

B-27 598 585 13
B-29 603 598

B-30 650 607 43
B-32 1209 1151 58
6-33 1006 1001

6-35 736 732

B-36 735 732

B-37 736 732

B-39 737 732

B-40 772 772

B-4i 1001 1001

B-42 1058 957 101
B-43 786 772 14
B-4S 1017 1027 10

B-47 352 352

B-48 197 195

B-49 720 589 131
B-SO 1123 1123

B-Si 833 837

B-53 457 457

B-54 1024 1039 15

B-S5 624 627

B-S6 458 462

B-57 841 844

B-58 834 837

6-59 458 462

457 462

B-63 844 844

6-64 914 914

6-65 844 844

6-67 1123 1123

B-68 831 837

B-69 1040 1040

B-7i 118 120

B-73 1063 1072

B-75 838 838

B-76 492 492

B-77 41 41

B-78 41 41

B-79 41 41

B-SO 585 585

B-Si 41 41

B-82 991 662 329 3/

B-83 1092 1087

B-84 830 699 131 3/

B-85 47 19 28 3/

B-86 655 645 10
B-87 542 514 28
B-89 545 331 214 3/

B-90 1091 810 281 3/

B-9i 543 344 199 3/

B-92 837 863 26

B-93 144 21 123 3/

6-94 306 297

B-96 189 189

6-97 881 802 79
B-98 1044 1044

B-99 156 84 72 3/

B-100 147 .84 63 3/

6-101 541 555 14

B-i02 508 545 37

B-103 365 365

B-106 795 508 287 3/

B-i07 542 344 198 3/

B-lOS 63 63

B-109 795 807 12

B-ill 188 180 3/

B-112 217 210

B-113 535 514 21
B-1i4 514 514

B-flS 482 433 49
B-hG 24 24

B-117 24 24

B-uS 144 21 123 3/

B-1i9 231 231

B-i20 573 571

B-i21 583 581

B-i22 765 765

B-123 838 838

6-124 329 181 148 3/

B-i25 352 352

3/

3/
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Statement of

Dr Mark Burton

Introduction and Overview

My Name is Mark Burton am Director of Transportation Economics at the University

of Tennessees Center for Transportation Research also hold the rank of Research Associate

Professor within UTs Department of Economics For the past 20 years have analyzed the

pricing behavior and economic performance of surface freight transportation providers across

variety of modes and geographic settings This work has resulted in number of peer-reviewed

academic publications as well as testimony in various regional state and federal venues

E.I du Pont de Nemours Company DuPont is challenging the rates charged by

Norfolk Southern Railway Company NS for the movement of chemical products in various

domestic freight transportation markets Within that context DuPont has provided information

describing number of what it represents as relevant transportation alternatives for movements

where NS cooperates with other carriers to provide service.1 Presumably the calculated costs

associated with these alternatives are intended to demonstrate that NS does not face effective

competition in the subject freight markets However by systematically ignoring lower-cost and

easily achievable shipping alternatives the complainant contributes great deal of unusable

information regarding the subject movements and ignores relevant freight transportation

options.2 The DuPont analysis is also unduly dismissive of otherwise suitable freight alternatives

based on broader supply-chain considerations over which Norfolk Southern has no control

Regulatory Basis and the Importance of Transportation Alternatives

Unimpeded market competition is robust economic vehicle yielding efficiency

outcomes that are unparalleled by any other form of economic interaction Accordingly policy-

makers are reticent to intervene in markets where the long-run health and vitality of the

competitiv2 process is not clearly in doubt Market disturbances and subsequent adjustments

can result in transient competitive imbalances but these naturally occurring disruptions are

self-correcting and do not warrant regulatory intervention Instead regulatory remedies should

See Opening Evidence and Opening Argument of E.I du Pont de Nemours and Company Volume II Part 11-B pp
TI-B--i II--B-172 April 30 2012 STB Docket No NOR 42125

This portion of NS Reply Evidence is focused on DuPonts treatment of the Group movements and is

sponsored by Professor Mark Burton of the Center for Transportation Research of the University of Tennessee
Professor Brntons vitae is included in Section Part IV Witness Qualifications and Verifications
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be imposed only when regulators detect unquestionable measurable non-transient and

otherwise inexplicable deviation from competitive behaviors by incumbent sellers

Evaluating the effectiveness of market competition does not require an alternative

economic paradigm Instead competitive shortfalls are best identified by comparing observed

incumbent behavior and the prices and availability of substitutes to the outcomes that would

typically be expected in an effectively competitive setting Given this process it is clear that

determining which alternatives should or should not be included in an evaluative price

comparison is critical first step in any useful analysis Any failure in this regard taints all

subsequent conclusions and undermines the regulatory process

Ony Actual Origins Destinations and Transportation Costs Are

Relevant

In the current setting determining the set of meaningful transportation substitutes

requires careful consideration of what the complainant really seeks when it demands

transportation services The simple answer is that shipper wants to eliminate the distance that

separates the location of specific commodity shipment origin from the location where it

would like that commodity to be shipment destination.4 In this ideal setting if shipments are

executed as planned the only relevant attributes are the prices and corresponding transit times

for competing transportation alternatives between origin and destination Nothing else matters

Even when the shipper must use multiple railroads or multiple transport modes its concern is

limited to the cost and timeliness of transportation It has no reason to care whether the

shipment moves directly from its origin to its ultimate destination or whether it reaches that

destination via any particular intermediate point.5

In practice questions of effective competition are sometimes addressed through the application of an arbitrarily

determined quantitative threshold Correctly defined effective competition refers to market outcome where the

potential gains from market intervention are outweighed by the cost of that intervention For further discussion of

this topic see Jan Boone Effective Competition Benchmark for Competition Policy working paper Tilburg

University 2005

More precisely DuPont seeks an input to downstream productive process at destination location where that

process is feasible The simple explanation offered here ignores the availability of relevant product or geographic
substitutes

Actual route characteristics only affect shipper wellbeing to the extent they influence transit times or transit time

reliability The latter of these concerns is mitigated by the assumption that the freight service in question is executed

as planned For full treatment of transportation demand issues see Kenneth Small and Clifford Winston The
Demand for Transportation Models and Applications Essays in Transportation Economics and Policy Brookings

Institution 1999 pp 11-55
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This sort of simplification routinely renders supply-chain managers apoplectic They

quickly point out that shipment characteristics affect modal choice and that mode and carrier

selection also depend on variations in performance parameters like equipment availability

transit time reliability probability of freight loss or damage and administrative ease Moreover

both shipment characteristics and carrier performance can affect shipper investments in storage

capacity loading and unloading facilities and carrier-owned transportation equipment In short

line-haul shipping alternatives are to varying degrees tied to host of other transportation and

non-transportation supply-chain considerations

While these concerns are valid in the day-to-day context of supply-chain management

they have far less relevance in evaluating whether effective competition exists in the marketplace

for the movement of commodity from specific origin to shipment destination First many

of the supply-chain constraints that routinely vex front-line supply-chain managers are

measurably eased as planning horizons are lengthened even slightly Shippers like DuPont

regularly alter supply-chain processes in response to the specific demands in downstream

product markets.6 There is no reason why they cannot as easily alter these practices and

supporting investments in order to take advantage of competitive transportation alternatives

Perhaps more importantly freight carriers have no control over the non-transportation aspects

of shipper supply-chain processes and certainly should not be called on to indemnify shippers in

this regard Finally DuPonts market dominance evidence and arguments incorporate both

transportation-related and non-transportation supply chain considerations on highly selective

basis and ignore any supply-chain advantage associated with available freight alternatives

Again setting aside ancillary concerns and returning to the principal issue of freight

transportation the ultimate task facing profit-maximizing firms is to move goods from where

they are to where they are needed Hence the cost money and time of moving goods between

origin and destination is the primary focus of DuPont and should be the primary focus of the

Board in evaluating competitive alternatives to NS rates in this case With rare exception

shippers have no reason to favor one particular route over another unless different route

results in lower costs or improvements in service and they have every incentive to avoid routing

or interchange restrictions that unnecessarily increase transportation costs above what is

otherwise attainable Given the absence of any evidence about the different routes identified by

DuPont filings note transportation mode choices that reflect customer preferences For example some

purchasers of aniline oil prefer truck shipments while others demand rail deliveries DuPont accommodates both See

Opening Evidence and Opening Argument of El du Pont de Nemours and Company Volume II Part Il-B pp lI-B

39 II-B-4o April 30 2012 STB Docket No NOR 42125

Exhibit II-B-6

Page of



NS resulting in higher costs or inferior service the relevant analytical comparison should be

between the NS rates and the charges corresponding to the least-cost freight transportation

alternatives between actual shipment origins and destinations

DuPonts Abandonment of Economic Principles and the Results

While profit-maximizing shipper will focus on actual origins and destinations DuPont

asks the Board to do otherwise in the Boards evaluation of the freight alternatives available for

the traffic at issue in this proceeding Specifically DuPont asks the Board to ignore freight

alternatives that do not strictly replicate only the NS portion of the movement ignoring the

possibility of more direct all-truck movement or combined rail-truck movements from

shipment origin to shipment destination

The complainants choice to ignore comparably priced or often less costly freight

alternatives to transport from shipment origin to shipment destination is not rooted in an

alternative interpretation of economic principles Instead the DuPont methodology appears to

rest entirely on DuPont counsels interpretation of legal precedent In summarizing its position

regarding the availability and pricing of alternatives for each of the 26 subject commodities

DuPont concludes with the following

Because DMIR precludes the Board from considering alternative transportation options

between points other than those covered by the challenged rates direct transportation

options between the origin and destination are not transportation alternatives to the NS

bottleneck segment

Elsewhere in its Reply Evidence NS explains why this is an incorrect and insupportable

interpretation of the statutory provisions on market dominance And from an economic

standpoint this position is unambiguously wrong

Simply offending economic theory is of little consequence Unfortunately DuPonts

methodology introduces very real distortions into the comparison of available freight

alternatives The current analysis included an examination of 101 example origin-destination

pairs provided by the complainant for 26 commodities where the NS Rule ii charges for multi-

line service are challenged.8 This examination included comparison of the highway distance

The identical language appears repeatedly For its first use see Opening Evidence and Opening Argument of El du

Pont de Nemours and Company Volume II Part TI-B II-B-9 April 30 2012 STB Docket No NOR 42125

Because the data describe routes for separate commodities they included duplicate origin-destination pairs These

were eliminated There were also three cases in which geographic ambiguities in the data made the reliable

determination of shipment origin or destination impossible These records were also eliminated
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between actual origin and destination to similar route distance that imposed the current NS

interchange location as waypoint These comparisons are summarized in Table which is

included as an attachment to the current document

In roughly half 46 percent of the cases the truck-direct route was at least five percent

shorter than the highway routing that includes the NS interchange location as waypoint For

20 percent of the origin-destination pairs the difference between the truck-direct route and the

proxy for the truck-rail distance over the existing interchange was 10 percent or greater with an

average added distance of 174 miles See Table i.

By far the most remarkable case involves traffic that DuPont moves between Natrium

WV and Belle WV Lane B-1o7 The all-rail traffic is originated by CSX and interchanged

with NS at Cincinnati Based on the complainants methodology the only feasible alternative

route would include the CSX movement to Cincinnati transload to truck and 200 mile

highway movement from Cincinnati to Belle Ignoring the cost of the CSX movement and the

unnecessary transload cost the remaining truck movement from Cincinnati to Belle would be 44

percent longer than the 146 mile truck-direct routing between Natrium and Belle an alternative

that DuPont would never elect to use in the real world Here what matters as matter of

effective competition is the existence of an effective truck alternative from Natrium to Belle not

truck alternative to Cincinnati

second example is the movement that originates at Belle WV on NS which moves the

traffic to an interchange with BNSF at Kansas City BNSF then delivers the traffic to DuPonts

customer at West Memphis AR Lane B-41 The combined railroad routing is roughly 1275

miles and DuPont truck-rail alternative that forces Kansas City transload would be only

modestly shorter Alternatively the truck-direct distance between Belle and West Memphis is

approximately 620 highway miles distance of barely half that requires no mid-shipment

transload proper economic analysis of competition that constrains the rate NS can charge for

its portion of the movement from Belle to West Memphis which NS knows will be combined

with the BNSF rate is the truck rate from Belle to West Memphis
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These examples illustrate the extent to which the statement in DMIR is not economically

sound and to which DuPonts non-least-cost determination of freight alternatives distorts its

analysis The distances in these examples are approximate and distance differentials are riot

converted to actual differences in freight charges but the conclusion is nonetheless inescapable

Any methodology that by its design produces errors of this magnitude is not suitable for

determining the degree of effective transportation competition
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Table Route Distance Comparisons

Acid Glycolic B-2 Belle WV St Louis Bayport TX 1312 1209

Acid Sulfuric B-92 Bellwood VA Petersburg VA Dallas GA 567 563

Acid Sulfuric B-93 Bellwood VA Charlotte NC Fort Mill SC 311 308

Acid Sulfuric B-94 Bellwood VA Petersburg VA Rockwell NC 262 258

Acid Sulfuric B-101 Miami Fort OH Cincinnati Dallas GA 650 647

Acid Sulfuric B-126 Reybold DE Streetor IL Alburquerque NM 2095 1939

Acid Sulfuric B-127 Reybold DE Baltimore Baltimore

Acid Sulfuric B-128 Reybold DE Chicago Blair NE 1233 1216

Acid Sulfuric B-129 Reybold DE Birmingham AL Brewton AL 1042 1037

Acid Sulfuric B-132 Reybold DE Chicago Carson SD 1326 1325

Acid Sulfuric B-130 Reybold DE Charlotte NC Castle Hayne NC 712 466

Acid Sulfuric B-131 Reyboid DE Kansas City Clifton AZ 2286 2232

Acid Sulfuric B-134 Reybold DE Memphis Ferguson MS 1272 1109

Acid Sulfuric B-135 Reybold DE Chicago Hastings NE 1388 1372

Acid Sulfuric B-136 Reybold DE Cincinnati Indianapolis IN 693 655

Acid Sulfuric B-137 Reybold DE Chicago Omaha NE 1231 1215

Acid Sulfuric B-138 Reybold DE St Louis Orange TX 1643 1402

Acid Sulfuric B-139 Reybold DE Streetor IL Phoenix AZ 2512 2356

Acid Sulfuric B-140 Reybold DE Chicago Sioux City IA 1295 1279

Acid Sulfuric B-141 Reybold DE Toledo OH Toledo OH

Acid Sulfuric B-142 Reybold DE Hagerstown MD Washington WV 390 387

Acid Sulfuric B-118 Wurtland KY Charlotte NC Fort Mill SC 360 357

Acid Sulfuric B-119 Wurtland KY Birmingham AL Mcintosh AL 747 745

Acid Spent Sulfuric B-77 McIntosh AL Mobile Burnside LA 248 244

Oleum B-103 Miami Fort OH Chattanooga Mcintosh AL 915 866

Oleum B-106 Miami Fort OH Cincinnati Pepper VA 561 463

Aniline Oil B-49 Dowling TX Meridian Fort Mill SC 983 963

Aniline Oil B-84 Pascagoula MS Atlanta Fort Mill SC 618 618

Aniline Oie B-85 Pascagoula MS Mobile LeMoyne AL 63 59

Bio-Propanedioi B-99 Loudon TN Chattanooga Graingers NC 641 478

Caustic Potassium B-125 Charleston TN Memphis Memphis TN

Caustic Sodium B-79 McIntosh AL Mobile Delisle MS 127 123

Caustic Sodium B-81 Mcintosh AL Mobile Memphis TN 428 391

Caustic Sodium B-80 Mcintosh AL NOLA Orange TX 423 400

Caustic Sodium B-107 Natrium WV Cincinnati Belle WV 466 146

Caustic Sodium B-108 Natrium WV Lynchburg VA Danville VA 446 387

Caustic Sodium B-112 Niagra Falls NY Columbus OH Belle WV 522 458

Chlorine B-113 Niagra Falls NY Buffalo Edgemoor DE 439 431

Dimethyl Ether B-i Belle WV Chicago Anaheim CA 2541 2338

Dimethyl Ether B-89 Belle WV Cincinnati Gainesville GA 673 450

Dimethyl Ether B-23 Belle WV Chicago Lorenzo IL 585 553

Dimethyl Ether B-30 Belle WV Chicago San Dimas CA 2518 2315

Dimethyl Ether B-42 Belle WV Meridian Winford Spur LA 983 983

Difluoroethane B-71 Gregory TX NOLA Dragon MS 672 649

Dimethyl Formamicle B-4 Belle WV St Louis Brownsville TX 1675 1531

Dimethyl Formamicle B-9 Belle WV Streetor IL
City

of Commerce CA 2524 2342

Dimethyl Formamide B-29 Belle WV Chicago St Paul MN 928 928

Dimethyl Formamide B-35 Belle WV ESt Louis Strang TX 1314 1196

Dimethyl Sulfate B-20 Belle WV Chicago Janesville WI 636 636

Dimethyl Sulfate B-22 Belle WV St Louis Laredo TX 1575 1490

Dimethyl Sulfate B-27 Belle WV Chicago Milsdale IL 581 545

Lime B-96 Danville VA Petersburg VA Ampthill VA 158 154

Methylamines Anhydrous B-5 Belle WV Chicago Burley ID 2069 1980

Methylamines Anhydrous B-6 Belle WV St Louis Cadet MO 581 581



Table Continued
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Methylamines Anhydrous B-b Belle WV St Louis Conroe TX 1289 1174

Methylamines Anhydrous B-li Belle WV St Louis Corsicanna TX 1202 1113

Methylamines Anhydrous B-14 Belle WV St Louis Ethyl AR 907 734

Methylamines Anhydrous B-iS Belle WV Chicago Finley WA 2412 2425

Methylamines Anhydrous B-18 Belle WV NOLA Garyville LA 937 937

Methylamines Anhydrous B-19 Belle WV NOLA Geismar LA 961 961

Methylarnines Anhydrous B-24 Belle WV Chicago Los Angeles CA 2547 2344

Methylamines Anhydrous B-121 Belle WV Logansport IN Mapleton IL 614 551

Methylamines Anhydrous B-90 Belle WV Atlanta Port Bienville MS 920 880

Methylamines Anhydrous B-32 Belle WV NOLA St Gabriel LA 966 966

Methylamines Anhydrous B-39 Belle WV St Louis Texas City TX 1330 1245

Methylamines Anhydrous B-91 Belle WV Cincinnati Theodore AL 949 818

Methylamines Anhydrous 8-40 Belle WV St Louis Verona MO 772 772

Methylamines Anhydrous B-41 Belle WV Kansas
City Memphis AR 1210 619

Methylamines Anhydrous B-43 Belle WV St Louis Wichita KS 960 960

Methylamines Aqueous B-8 Belle WV St Louis Channelview TX 1299 1206

Methylamines Aqueous B-13 Belle WV Chicago Billings MT 1760 1734

Methylamines Aqueous B-17 Belle WV St Louis Freeport TX 1354 1239

Methylamines Aqueous B-33 Belle WV Kansas City St Joseph MO 821 821

Petroleum Coke 8-48 Cresap WV Hagerstown MD Edgemoor DE 389 354

Petroleum Coke B-69 Enid OK St Louis Edgemoor DE 1390 1390

Petroleum Coke B-75 Lemont IL Chicago Edgemoor DE 784 763

Polyethylene B-44 Bloomington TX NOLA Greenville SC 1096 1073

Polyethylene B-45 Bloomington TX St Louis Washington NJ 1840 1710

Polyethylene B-82 Orange TX NOLA Greenville SC 853 830

Polyethylene B-83 Orange TX St Louis Washington NJ 1643 1467

Sulfur Trioxide B-122 Burnside LA NOLA Gracewood GA 677 677

Sulfur Trioxide 8-102 Miami Fort OH Chattanooga Gracewood GA 831 726

Titanium Dioxide 8-50 Edgemoor DE Meridian Garland TX 1501 1445

Titanium Dioxide 8-51 Edgemoor DE Chicago Groos MI 1075 995

Titanium Dioxide B-52 Edgemoor DE St Louis Laredo TX 1939 1835

Titanium Dioxide B-53 Edgemoor DE Rouses Point NY Madawaska ME 867 740

Titanium Dioxide B-97 Edgemoor DE Cincinnati New Johnsonville TN 934 872

Titanium Dioxide B-55 Edgemoor DE Buffalo Port Huron Ml 627 640

Titanium Dioxide B-56 Edgemoor DE Mechanicville/Ayer Portland ME 572 438

Titanium Dioxide B-57 Edgemoor DE Chicago Portland OR 2878 2861

Titanium Dioxide B-59 Edgemoor DE Mechanicville/Ayer Rileys ME 632 498

Titanium Dioxide B-60 Edgemoor DE Mechanicville/Ayer Rumford ME 654 520

Titanium Dioxide B-62 Edgemoor DE Mechanicville/Ayer Shawmut ME 650 517

Titanium Dioxide B-63 Edgemoor DE Chicago Snoboy CA 2906 2890

Titanium Dioxide 8-65 Edgemoor DE Chicago St Paul MN 1154 1154

Titanium Dioxide B-67 Edgemoor DE Meridian West Monroe LA 1212 1212
Titanium Dioxide B-68 Edgemoor DE Chicago Wheeling IL 783 783

Titanium Dioxide B-log New Johnsonviile TN Cincinnati Chapman PA 929 906

Titanium Dioxide 8-124 New Johnsonville TN Chattanooga McDonough GA 372 372

Titanium Dioxide B-ill New Johnsonville TN Chattanooga Morrow GA 358 358

Waste Flammable
Liquid B-76 Lemoyne AL Meridian Artesia MS 206 210

Zircon Sand B-117 Starke/Lawtey FL Decator AL Huntsville AL 544 534



The Boards Proposed Limit Price Methodology is not an

Objective or Reliable Indicator of Market Dominance

We are Kelly Eakin and Mark Meitzen two of the principal authors of the

Christensen Associates railroad competition studies We have been asked by Norfolk

Southern to analyze the limit price methodology outlined by the Board in its September

27 2012 Decision in MG Polymers USA LLC CSX Transp Inc STB Docket No

NOR 42123 September 27 2012 Decision As detailed below we believe that the

proposed limit price screen to determine whether railroad is presumptively market

dominant for particular issue traffic is not founded in sound economics and will not

simplify the Boards qualitative
market dominance determinations

The Board indicated in the September 27 2012 Decision that it was concerned

that because of rapidly escalating complexity the market dominance inquiry will soon

dwarf the rate reasonableness inquiry without more objective means of resolving

market dominance issues Id In response to this concern the Board proposed

four-step approach the limit price test to objectively determine whether

transportation alternatives are effectively constraining rail prices

The first step in the Boards proposed approach is to set limit price which the

Board defines as the highest price railroad could theoretically charge shipper without

causing significant amount of the issue traffic on particular rail movement to be

diverted to any particular competitive alternative Id pp 3-4 Next the Board would

calculate limit price R/VC ratio defined as the ratio of the limit price to the rail

carriers variable cost of providing the service at issue Id This limit price

R/VC ratio then would be compared to the railroads most recent Revenue Shortfall

Allocation Method RSAM figure If the limit price R/VC ratio exceeded the RSAM
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figure the Board would preliminarily conclude that the alternative cannot exert

competitive pressure sufficient to effectively constrain the rate at issue Id If the

limit price R/VC ratio is less than the current RSAM figure the Board would

preliminarily conclude that the competitive alternative effectively constrains the rate at

issue Id As final step this preliminary conclusion may be subject to change

if the Board determines that there are certain intangible qualities that contribute to the

effectiveness or lack of effectiveness of the limit price to constrain the railroad rate at

issue Id emphasis added These intangible qualities are characterized as certain

unquantifiable benefits or certain unquantifiable costs Id 14

We conclude that the proposed methodology is neither objective nor an accurate

or reliable measure of railroads market dominance We do not believe the proposed

methodology provides an economically sound means of quickly resolving market

dominance issues By its very nature determination of market dominance is often fact-

intensive exercise If anything rather than simplifying the process the proposed

approach would add steps to the existing process without adding meaningful information

about market performance Moreover the proposed screen is not economically sound in

part because it actually ignores available relevant information and instead turns on an

RSAM figure that does not incorporate any information about the competitive dynamics

of the market in question

Below we first discuss the market-specific analysis required in determining

market dominance and note that much of this same analysis will presumably be necessary

under the proposed limit price test We then demonstrate number of shortcomings of
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the proposed limit price test and how these flaws cause the proposed test to be an

unreliable indicator of market dominance

The Determination of Market Dominance Requires Market-Specific

Analysis That Would Still be Required under the Proposed

Methodology

In its September 27 2012 Decision the Board distinguishes two phases of the

qualitative determination of market dominance whether transportation alternative is

practically feasible and whether practically feasible alternative effectively constrains

the rate at issue Id The Boards proposed limit price test is designed to

address the latter issuei.e whether practically feasible alternative provides effective

competition to the rail carrier In our opinion the factors that have typically been

considered in the qualitative determination of market dominance would still need to be

considered under the proposed methodology Thus aside from its fundamental economic

flaws which we discuss below the proposed limit price test is not likely to provide

more expeditious solution to the determination of market dominance

Prior to performing the proposed limit price test much of the same analyses

employed under the current framework will still presumably need to be performed to

determine whether feasible transportation alternatives exist and the limit prices of such

alternatives For example for each lane of traffic in question this would include

determining the availability of alternative modes capable of transporting the various

commodities the feasibility of transloading to determine whether multiple modes of

transportation may be possible the capacity of each of the modes or combinations of

modes to handle the required volumes and the rates for each of the modes or

combinations of modes It is our understanding that in the current rate case between
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DuPont and Norfolk Southern 138 distinct origin-destination pairs O-D pairs

involving 26 separate commodities are at issue and that Norfolk Southern is filing

evidence in support of its contention that effective competition exists in 99 of these O-D

pair traffic lanes That means analysis of 99 O-D pairs for 20 commodities to determine

whether feasible transportation alternatives exist befbre even getting to the proposed

limit price test in this proceeding Accordingly even without considering the limit price

approachs shortcomings as an economic measure of market dominance it does not

appear that the proposed approach would expedite the determination of feasible

competitive alternatives

Once the Board determines whether feasible transportation alternatives exist for

each of the movements in question the proposed approach would require that limit

price and limit price R/VC ratio be established for each of those movements Then the

limit price RVC ratio would be compared to the defendant carriers RSAM figure for

each of the movements to arrive at apreliminary conclusion of whether the feasible

alternatives effectively constrain railroad pricing Finally the Board indicates that it

will consider intangible qualities which are either certain unquantifiable benefits or

certain unquantifiable costs before arriving at final determination of market

dominance Thus in this case to arrive at final determination of market dominance this

means determination and consideration of intangible qualities for the many different

commodities moving in the 99 traffic lanes where Norfolk Southern is contesting market

dominance

In summary the Board notes in its September 27 2012 Decision that the

proposed methodology encompasses the same factors described by the market
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dominance guidelines originally set forth in Market Dominance Determination

Consideration of Product Competition Id pp 14-15 This step alone would require

the Board to undertake essentially the same qualitative market dominance analysis it

conducts under the existing established approach Thus the proposed methodology

offers no procedural cost or time savings but instead adds new layer to the already

complex process

Fundamenta Fiaws in the Proposed Limit Price Test

Because of its inherent flaws the proposed limit price test does not result in an

economically reliable determination of market dominance As we demonstrate the

proposed limit price test does not incorporate available actual market information and

the test uses information that is irrelevant to actual market dynamics

The Proposed Limit Price Test Ignores the Most Relevant Available

Market In formation

One of the key methodological problems with using the proposed limit price test

as market dominance screen is that it attempts to make objective determinations

about the effectiveness of competition without considering the most relevant information

about the market at issue namely information about the railroads pricing and how the

railroads pricing compares to the pricing of alternatives

The limit price approach would make preliminary conclusion of market

dominance from comparison of the limit price RVC with the defendant carriers

RSAM figure Specific actual market information that is availablenamely the price

charged by the railroadwould not be used in the Boards proposed test

Figure illustrates the failure of the Boards proposed test to incorporate actual

specific market information For any rail market for which the Board is assessing the
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effectiveness of competitive alternative the available market information consists of

the price the railroad is charging PRaji the quantity of services the railroad is

providing the railroads variable costs for providing the service AVC and

the price of the selected competitive alternative to the railroads service i.e the limit

price PLimit

FIGURE

Pra
_____________________________________________

AVC

The one data point in Figure that directly reflects information about demand is

the intersection of and PRaji But that market information plays no role in the proposed

limit price analysis Instead the only market information used in the proposed limit

pricing test is PLjmjt and AVC The determination of PLjmjt does not depend on PRail and

as result the most direct information from the market is ignored Indeed PRail is not

used at all

The Proposed Limit Price Test Uses In formation Irrelevant to the

Existence of Competition in Particular Markets

Another critical flaw in the proposed limit price test is that the RSAM figure used

in the test does not contain any market-specific information RSAM is designed to
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measure the average markup that carrier would need to collect from all of its

potentially captive traffic to earn return on investment equal to the cost of capitaL Id

This average markup is based on all of carriers traffic that generates an R/VC in

excess of 180% As matter of arithmetic if railroad were to achieve the average

R/VC represented by RSAM individual RVC ratios for some traffic would fall above

the average and other individual RIVC ratios would fall below the average Moreover

because the RSAM ratio is system-wide average R/VC goal for all movements

generating ratios greater than 180% it does not incorporate any information about the

competitive dynamics of any particular market and thus does not consider circumstances

which result in limit price R/VCs falling above and below the system-wide average

Nonetheless the Boards proposed approach would use the RSAM figure which

provides no movement-specific information about the relevant market or competition in

that market as the determinant of whether particular limit price R/VC for an individual

movement in specific transportation market indicates effective competition In the

current proceeding that means the same system-wide average RSAM would be used as

market dominance screen for each of the diverse 99 lanes of traffic for which Norfolk

Southern is contesting market dominance

RSAM should not be given any weight in market dominance determination

RSAM is not measure of whether there is actual competition or how robust that

competition is for any particular movement The irrelevance of RSAM for determining

market dominance in particular situations is illustrated by the fact that RSAM does not

appear in Figure at all because the RSAM measure does not include any information

from the particular market under analysis Nor does the RSAM measure contain any
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information about the railroads aggregate demand The information contained in RSAM

is unrelated to any specific market and does not incorporate any information on demand

and therefore it has no bearing as to whether rail price in specific market is effectively

constrained by competition

The Flaws in the Proposed Limit Price Test Cause it to be an

UnreJiable ndJcator of Market Dominance

The proposed limit price screen for market dominance is flawed because it does

not consider one of the most important indicia of competition the relationship between

the price charged by the railroad and the price charged by transportation alternative In

other words the relationship between PRail and PLimit is never considered In addition to

the failure to consider the relationship between the price charged by the railroad and the

price charged by transportation alternative the tests dependence on RSAM is further

reason why the proposed limit price approach is an unreliable test of market dominance

Indeed the limit price test would conclude that market dominance exists in many

situations where the railroad charges prices below its competition and it would conclude

that the railroad was not market dominant in many situations where the railroad was

charging substantially more than its competition

These flaws are illustrated by the simplified example depicted in Figure First

we assume railroad with an RSAM of 300% that operates in two captive markets

The railroad sells 25 units of it service at $8 per unit in Market and 50 units at $5 per

unit in Market The average variable cost is $2 per unit in both markets Now

consider two cases

NS REPLY EXHIBIT II-B-7

Page of 13



FIGURE

Market Market

Fr $8

$5

AVC$2 AVC$2

25 50

First let us assume that the price of the alternative to the railroads service in both

markets is $5 If the limit price is $5 then the limit price RVC for both markets is 250%

$1251$50 and $250/$100 which is less than the railroads RSAM of 300% Thus in

this scenario the proposed test reaches the preliminary conclusion that the railroad is not

market dominant in either market despite the fact that in Market the railroads price is

considerably more than the limit price more intuitive qualitative market dominance

analysis might consider the fact that the railroads pricing was 67% higher than the

transportation alternative as evidence that the railroad was market dominant in Market

but the limit price approach would reach the opposite conclusion due to its failure to

consider the relationship between the price of rail transportation and the price of

alternative transportation

Second let us assume that the price of the alternative is $8 If the limit price were

$8 in each market the limit price R/VC would be 400% in both markets $200/$50 and

$4001$ 100 which is greater than the railroads RSAM of 00% The preliminary

conclusion of the limit price test thus would be that the railroad is not effectively price
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constrained in either market Thus the fact that railroad was offering prices equivalent

to the price of the competitive alternative in Market and significantly lower than the

price of the competitive alternative in Market would be irrelevant to the market

dominance inquiry even though actual market evidence that rail pricing that meets or

significantly undercuts competitor pricing could be strong indicator that the competition

is effectively constraining rail rates All that matters for the limit price test is how the

limit price RVC compares to RSAM As shown in this case property of the proposed

limit price test is that railroad reacting to potential competition by lowering price to

match or beat competitors price does not influence the determination of whether there

was an effective price constraint in the market regardless of the amounts by which the

railroad reduced its prices

This example shows that the failure to consider important market information

namely the difference between the rail price and the price of the transportation

alternative and reliance on information not related to actual market conditions i.e the

use of RSAM can lead to incorrect conclusions regarding market dominance Under the

proposed test the limit price RfVC would be the only determinative variable in each of

the markets to which the test is applied despite the fact that markets may feature very

different levels of price competition and customer demand characteristics

Furthermore in the present case the same railroad-wide average value of RSAM

would be used for each of the 99 different O-D pairs for which NS is contesting market

dominance For example the transportation alternatives in this case include truck and

transload which are different options with different characteristics that affect the price of

the option We understand the range of commodities includes such disparate items as
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sulfuric acid aniline oils and petroleum coke all of which move in tank cars and trucks

and zircon sand lime and PET all of which move in covered hopper cars and trucks In

short the various commodities that move under the challenged rates have differing

transportation characteristics that are not accorded any significance by RSAM

Because differential pricing is key feature of railroad economics and constrained

market pricing there will be distribution of RIVCs across markets Likewise there will

be distribution of limit price RIVCs across markets Consequently there will be many

markets whose transportation alternatives generate limit price RIVCs above the railroad-

wide average RSAM and many that generate limit price RIVCs below RSAM

Consider the simplified hypothetical case where all of railroads markets were

effectively price-constrained by competitive alternatives comparably priced to rail prices

Because limit price RVC ratios will not be uniform the proposed limit price market

dominance test would falsely flag number of the markets as having ineffective price

restraints as these disparate ratios are compared to the constant value of the railroad-wide

average RSAM Now consider the other extreme where none of railroads captive

markets featured effective competition and the railroad had set its prices at the level of

dramatically higher-cost alternatives In this case again because of the distribution of

limit price R/VC ratios around the value of RSAM the proposed test would erroneously

conclude that number of those markets were effectively price constrained Thus as

matter of arithmetic the proposed test is prone to produce numerous false positive i.e

finding market dominance where there is none and false negative i.e finding no

market dominance where it does exist conclusions In short the test would be

unreliable
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The Proposed Methodology Does Not Overcome the Acknowledged

Weakness of RNC Ratio as an Indicator of Market Power Abuse

The Boards September 27 2012 Decision acknowledges our Reports assessment

about the relative weakness of the RIVC ratio as an indicator of market power abuse Id

16 46 but contends that its limit price R/VC ratio does not suffer from the same

infirmities as the actual RIVC ratio Id 17 However our main criticism of the

RVC ratio as an unreliable indicator of shipper captivity was not the measure of revenue

in the numerator but the inability of the URCS-based variable cost measure in the

denominator to accurately measure shipment-level variable costs

measures based on categorizing shipment-level

RIVC or markup data are dependent on the alignment of

actual and measured costs in the tails of the R/VC

distribution Our analysis suggests that URCS costs have

limitations in adequately reflecting shipment-level cost-

causing factors.2

Thus even ifthe limit price for particular shipment were accurately calculated

the limit price R/VC ratio is not likely to be reliable measure of the true limit price to

the true variable cost for that shipment Rather at the very least movement specific

adjustments would be required

Summary

The Boards proposed limit price test outlined in its September 27 2012 Decision

in Docket No NOR 42123 is neither an objective nor reliable indicator of market

dominance As we have demonstrated limit price R/VC ratio for particular

See also September 27 2012 Decision at 16 43 the limit price R/VC ratio differs from the typical

RIVC ratio in that the former utilizes the postulated limit price in the numerator while the latter utilizes the

actual revenue generated by particular traffic rate in the numerator

Christensen Associates Study of Competition in the U.S.jçjht Railroad Industry and Analysis of

Proposals that Might Enhance CompetitionRevised Final Report November 2009 1-22 n.30
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movement greater than railroads RSAM is not an objective indication of monopoly

pricing and despite the Boards assertion it follows that the distance between this limit

price RVC ratio and RSAM does not indicate the strength of any preliminary conclusion

about market dominance and monopoly pricing The limit price measure would not

identify competitive constraint on railroad pricing and given that RSAM is railroad-

wide average it does not provide any market-specific information that would provide

insight into the distribution of rates and R/VC ratios around this average The proposed

method implies false sense of precision where none exists and is just as likely to render

high proportion of false positives i.e finding market dominance where none exists

and false negatives i.e finding no market dominance where it does exist

The proper determination of market dominance typically requires market-specific

analysis In this particular case this involves analysis of 99 distinct O-D pairs in which

20 different commodities are being transported Because many of the factors that have

gone into the determination of market dominance would still need to be considered to

determine the existence of feasible transportation alternatives and the limit prices of such

alternatives the proposed methodology does not offer simpler or quicker determination

of market dominance but rather adds more layers and complexity to the process

In short by attempting to transform the qualitative market dominance

determination into quantitative exercise the proposed limit price test provides no sound

economic basis or analysis for such determination and introduces uncertainty in the

results Finally because it introduces quantitative approach to an inherently qualitative

exercise the proposed limit price test is likely to convey false sense of objectivity and

precision

NS REPLY EXHIBIT II-B-7
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Witness Introduction

My name is Robert Willig am Professor of Economics and Public Affairs in

the Economics Department and the Woodrow Wilson School of Public and

International Affairs of Princeton University also serve as senior consultant to

the economics consulting firm Compass Lexecon

have done extensive research and economic analysis of the railroad industry

over the course of my career.1 have also testified before the Surface Transportation

Board and its predecessor the Interstate Commerce Commission about issues

affecting the rail industry on many occasions

In general my academic area of focus for teaching and research is

microeconomics with particular specialization in the field of industrial organization

including competition and regulatory policy have extensive experience analyzing

such economic issues arising under the law While on leave from Princeton served

as Deputy Assistant Attorney General in the Antitrust Division of the United States

Department of Justice and in that capacity served as the Divisions Chief Economist

have consulted to international public agencies national governments private

companies and law firms and appeared as an expert witness before Congress federal

and state courts federal administrative agencies and state public utility commissions

See for example Competitive Rail Regulation Rules Should Price Ceilings Constrain Final Products or

Inputs with Baumol Journal of Transport Economics and Policy vol 33 part pp 43-53

Restructuring Regulation of the Rail Industry with loannis Kessides in Private Sector Quarterly No
September 1995 pp Competition and Regulation in the Railroad Industry with Ioannis

Kessides in Regulatory Policies and Reform Comparative Perspective Frischtak ed World Bank

1996 Railroad Deregulation Using Competition as Guide with Baumol Regulation

January/February 1987 vol II no pp 28-35 Pricing Issues in the Deregulation of Railroad Rates

with Baumol in Economic Analysis of Regulated Markets European and Perspectives

Finsinger ed 1983
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on subjects involving microeconomics competition and regulation in wide variety

of sectors including transportation and railroading specifically

Purpose and Summary of Findings

have been asked by Norfolk Southern Railway Company NS to provide

comments on the analytical framework for evaluating qualitative market dominance

that the Surface Transportation Board STB or the Board used as the foundation

for its September 27 2012 decision in the rate case brought by MG Polymers USA

LLC against CSX Transportation Inc CSX.2

That decision introduced the concept of the limit price R/VC ratio as new

standard for determining whether railroad possesses market dominance over the

transportation to which challenged rate applies Specifically the Boards proposed

test compares each routes limit price R/VC ratio which it defines as the highest

price railroad could charge without losing significant business to competing

alternative to the railroads most recent Revenue Shortfall Allocation Method

RSAM percentage If the limit price R/VC ratio on the move is above the

defendant railroads most recent RSAM percentage the Board makes preliminary

determination of market dominancethat is that the identified competitive alternatives

do not effectively constrain the railroads rates on that routesubject to consideration

of mitigating factors unique to the proposed alternative transportation what the Board

Surface Transportation Board Docket No NOR 42123 MG Polymers USA LLC CSX Transportation

Inc Decision Public Version hereafter MG Decision
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describes as certain intangible qualities that bear on the alternatives ability to

effectively constrain the rate at issue.3

In summary form my conclusions regarding the Boards proposed new

standard for evaluating qualitative market dominance are as follows

RSAM is not an objective indicator of monopoly pricing The Boards stated

central rationale for its new standard is its assertion that limit price revenue to

variable cost ratio above RSAM provides an objective indication of monopoly pricing

This is an asserted proposition that is false as matter of economic theory as well as

common sense Simply put if the carriers other potentially captive traffic in the

sense employed by the Board -- traffic with revenue above 180% of its variable cost

on average have their limit price R/VC ratio below RSAM then it is plain that the

issue traffic must move at an actual R/VC above RSAM and thus must have limit

price R/VC ratio above RSAM in order for the carrier to attempt to approach revenue

adequacy Thus under these circumstances limitprice R1VC ratio above RSAM is

not at all an indication of monopoly pricing Rather it could be consistent with the

carriers inability to cover its costs with its revenues due to the competitive alternatives

available for all its traffic or it might be consistent with the possibility that the carrier

could actually reach revenue adequacy but no more by pricing the issue traffic at its

limitprice R/VC ratio level Neither of these circumstances in which the limitprice

R/VC ratio might exceed RSAM are in any way consistent with what economics

properly characterizes as instances of monopoly pricing

MG Decision at
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The limit price method threatens revenue adequacy and the long-term health

of the industry The Boards proposed new standard for evaluating qualitative market

dominance would act as new systematic impediment to the attainment of rail carrier

revenue adequacy and thus an additional threat to the long-run healthy sustainability of

the nations rail network It is well recognized by the Board that there is significant

variance among the levels of limit price R/VC ratios among shippers traffic that is

potentially captive with significant traffic having limit price R/VC ratios below

RSAM Consequently in order to approach revenue adequacy rail carrier must price

some significant amount of traffic with limit and actual R/VC levels above RSAM But

under the limit price method any such attempt opens the carrier to finding of

market dominance and the launch of maximum rate challenge under the proposed

new standard Thus the very pricing decisions of carrier that are necessary for

attempts to attain adequate revenues are systematically penalized by the regulatory

process that would emerge from adoption of the new proposed standard

Reliance on the limit price RIVC ratio rather than the railroads actual R/VC

requires more detailed consideration The Board places great deal of weight on the

feature of its proposal that selects the limit price R/VC ratio rather than the railroads

actual R/VC as the ratio to be improperly compared with RSAM However find this

economically suspect and in need of further consideration For this distinction to be

meaningful it must be the case that there are significant differences between actual and

limit RVC levels It is crucial question why the Board implicitly thinks this is the

case It may be the case because the methodology by which the Board foresees

assessing the limit price R/VC ratio would generally omit forms of competitive
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pressure that keep actual prices below the levels that the Board would find to be the

limit levels If that is the case the Boards rationale for its method would be founded on

expectation of its systematic inaccuracy

more detailed analysis of the proposal is required Such fundamental

change in the Boards approach to market dominance determinations calls for detailed

analysis of alternative proposals would hope and expect that the Board would treat

such significant change with careful deliberation encouraging comments from all

interested parties and engaging in careful debate of alternative approaches before

implementing new standard

The Boards Assertion that the Limit Price Method is an Objective

Indicator of Monopoly Pricing

In the MG decision the Board asserts that its use of RSAM as an indicator

of the presence of competitive discipline is valid for several reasons.4 Most

prominently the Board asserts However finding that the limit price RIVC ratio

generated by the limit price of given transportation alternative falls above

RSAMagain measure of the average markup that the railroad would need to

collect from all of its potentially captive traffic to be considered revenue adequate

provides an objective indication of monopoly pricing.5

The Board explains its interpretation of the RSAM threshold as follows

As carriers RSAM number represents the average level at

which the carrier would achieve system-wide revenue adequacy

the fact that rate involving certain potentially captive traffic

produces an R/VC ratio that falls below the carriers RSAM

MG Decision at 17

Id
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number indicates that competitive transportation alternatives

likely exist and are exerting downward pressure on the rate

governing that traffic Likewise the fact that rate involving

other potentially captive traffic produces an R/VC ratio that falls

above the carriers RSAM number is useful indicator that

competitive transportation alternatives whether intermodal or

intramodal do not exist and are not effectively constraining the

rate charged by the carrier for that traffic.6

The Boards assertion that limitprice R/VC ratio above RSAM is somehow

an objective indicat of monopoly pricing is contrary to economic theory and

common sense Contrary to the Boards assertion RIVC ratios that are above RSAM

are not indicators that competitive transportation alternatives. .do not exist

Rather RIVC ratios above RSAM are just mathematical necessity for sustainable

rail carrier

RSAM is formulaic mathematical calculation that yields system-wide

needed average markup for potentially captive traffic AS an initial matter

carriers RSAM figure is measure of the average markup that the carrier would need

to collect from all of its potentially captive traffic i.e all traffic priced at or above

the 180% R/VC level in order to earn adequate revenues as measured by the Board

under 49 U.S.C 10704a2 i.e earn return on investment equal to the cost of

capital Stated differently it is the average amount by which revenues must exceed

variable costs on potentially captive shipments to permit the railroad to earn revenues

adequate to cover the full costs of building maintaining and operating its overall rail

network Given expected variations in demand for the railroads services therefore

Id at 15

Id
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some traffic will need to move at rates above the RSAM percentage and some will

only be able to move at rates below RSAM Rates will be determined based not on

anything related to the RSAM calculation but rather based on the markets competitive

conditions associated with each individual move If for competitive reasons some

traffic must move at rates with markup well below the RSAM percentage then by

definition other components must move at rates with markup well above the RSAM

percentage There is nothing inherent in the calculation of railroads RSAM

percentage that provides any insight into questions surrounding either whether

railroad is market dominant with respect to given move or whether rates for that move

reflect an exercise of any such dominance

Embedded in the STBs limit price test is the assumption that limit price

R/VC ratio above RSAM cannot be consistent with circumstances other than market

dominance This is false It is straightforward to foresee circumstances where

particular move has limit price RIVC ratio above RSAM for reasons completely

unrelated to monopoly pricing For example carrier may need to price certain traffic

at R/VC levels above RSAM because the competitive circumstances relevant to other

potentially captive traffic imply that the railroad cannot recover average fixed and

common infrastructure costs on those moves This is not an indication that there is

lack of effective competitive alternatives for the issue traffic but rather just an

indication of the fact that different traffic is subject to different economic realities For

example consider certain chemical shipments that tend to be high-value movements

that travel long distances Because of the long distances and the expensive difficulties

of handling chemicals these movements tend to move at rail rates that are relatively
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high and potentially well above the RSAM level Under the limit price R/VC test

the STB would find the railroad to be market dominant Nonetheless many of the

traffic lanes with relatively high rail rates also benefit from competitive truck options

as can be seen in the evidence presented by CSX in the MG case.8 Determining the

presence and efficacy of competing alternatives requires more detailed examination

than the formulaic comparison of the limitprice R/VC ratio to an RSAM number

Indeed the limitations of the test can be seen with reference to the case between

MG and CSX The conclusions on market dominance reached by the Board on the

basis of the limitprice method do not follow from evidence of lack of competition

presented in the case To the contrary in its discussion of the facts of the dispute

between MG and CSXT the Board notes that

...feasible truck or trucklrail alternatives to CSXT service exist

for most of the challenged movements This is demonstrated most

obviously by the fact that not insignificant portion of MGs PET

shipments from 2006-2010 were transported via truck or trucklrail

combination.9

The Board acknowledged that the record contained not insignificant

evidence that CSX faces viable competition for MGs business for most of the

challenged movements However the Board then stated that it was not satisfied that

the alternatives are able to restrain rates

Using the limit price method the Board determined that CSX was market

dominant on 36 of the 42 challenged rates despite evidence the Board itself describes as

demonstrating feasible alternatives for most challenged routes for not

See MG Decision at 13

MG Decision at 13
10 MG Decision at 13
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insignificant portion of MG test that leads to results that are directly

contrary to demonstrated market outcomes due to comparison with irrelevant

formulaic averaging is not reliable and cannot become the foundation of reasonable

public policy

The Limit Price R/VC Ratio Test Poses Threat to Revenue Adequacy and

the Long-Term Health of the Rail Industry

The limit price method for determining market dominance threatens the

principles of differential pricing and revenue adequacy that are at the heart of rail

regulation The economic health of the rail industry today is due to series of

regulatory reforms that are grounded in the principles that railroads should be given the

freedom to price in accord with market forces and be afforded the opportunity to earn

revenues adequate to cover their costs of building operating and maintaining their

network.2 The limit price method at issue here would be in direct conflict with

carriers attempts to price at levels that are necessary to attain revenue adequacy

Under the proposed limitprice RIVC ratio test railroad would only be able

to avoid finding of market dominance in world where all of the carriers potentially

captive traffic had limit price RIVC ratio levels at or below RSAM It is well

recognized by the Board that in order to have any hope of attaining revenue adequacy

railroads must be able to recover larger share of their costs from traffic with fewer

competitive alternatives that is railroads must be able to price some traffic at R/VC

levels above RSAM to make up for traffic that must be priced at R/VC levels below

11 MG Decision at

See for example The National Rail Transportation Policy In regulating the railroad industry it is the

policy of the United States Government to allow to the maximum extent possible competition and the

demand for services to establish reasonable rates for transportation by rail 49 U.S.C 10101
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RSAM carrier that is unable to price any traffic at R/VC levels above RSAM

because of the threat of market dominance findings and maximum rate regulation

would never be able to fully recover its costs and would never be able to attain revenue

adequacy Under the limit price RIVC ratio test as currently conceived any carrier

with any hope of attaining adequate revenues by pricing certain moves above the

RSAM threshold would find itself subject to findings of market dominance and

consequent hearings to regulate its rates

The Boards Reliance on the Limit Price R/VC Ratio Rather Than the

Actual RIVC Ratio Requires Further Consideration

In outlining the limit price method the Board is clear that rather than

considering the railroads actual R/VC ratio in comparison to RSAM it views the

proper basis of comparison to be the limit price R/VC ratio Notwithstanding the

limitations of using the RSAM number in the manner proposed focusing on the limit

price RVC ratio rather than the railroads actual R/VC ratio implies that the Board

believes there to be meaningful difference between the two metrics As matter of

economics it is not clear why the Board believes this to be the case find the use of

the limit price R/VC ratio rather than the actual R/VC to be economically

questionable and an issue that requires far more detailed consideration

measured difference between actual prices and the limit prices calculated

by the Board may be indicative of mistake in the concept or the calculation of the

limit prices It may be the case that the Board
anticipates that limitprice R/VC ratios

will differ significantly from the railroads actual R/VC ratios because the Boards

intended method for determining the limitprice RIVC ratio does not properly account

for all sources of potential competitive pressure that are reflected in the level of actual
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prices Economically there are at least three sources of potential competitive discipline

that would need to be factored into the limit price calculation that are not obviously

addressed by the Board in the limitprice test as currently proposed

First inherent limitations on the value of the traffic itself may provide source

of discipline on rail rates shipper seeking to move traffic that has relatively low

value would not be willing to pay rail rates that would exhaust the commercial benefit

of the transportation of the goods In such case it is the relatively low commercial

value of the movement itself that limits rail rates An accurately calculated limit price

would need to properly account for whether and how much the characteristics of the

traffic itself provide discipline on railroads rates

Second evidence on the role of head-to-head competition between carriers must

be considered carefully Actual prices are oflen the result of significant head-to-head

competition between existing suppliers in the market limit price calculation that

does not properly consider the disciplining power of all existing competitors would

yield inaccurate and unreliable results

Third product and geographic competition are well-established sources of

competitive discipline on rail rates Shippers who can take advantage of substitute

products or alternative geographies via alternative transportation options will be able to

bargain for lower rail rates than those without such competitive alternatives However

because the Board no longer considers evidence on product and geographic competition

for purposes of making market dominance determinations evidence of product and

geographic competition is no longer permitted during these proceedings and therefore

was not accounted for in the Boards calculation of limit prices
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If the Board calculates limit price R/VC ratios without proper account of

these and any other relevant competitive pressures restraining given rates then the

method it proposes is fundamentally flawed and necessarily premised on systematic

inaccuracies

Disregarding actual evidence on prices from the marketplace in favor of relying

on the calculation of limit
price

RIVC ratio raises the possibility that the limit

price test will return results at odds with actual market outcomes Again this can be

seen in the MG case The Board dismissed both CSXTs and MGs proposed

methods for looking to actual rates to determine whether they are subject to effective

competition

MG proposed that effective competition is demonstrated when rates are

below the variable cost of providing the alternative service The Board correctly

rejected that approach and noted this figure cost of the alternativel does

not represent constraint on railroads pricing carrier is constrained by the market

prices charged by its competitors for an alternative transportation service not the

variable costs incurred by those competitors when providing the alternative service
13

However when CSXT proposed just such standardthat is comparing rail rates to

the price of the competing alternativeto determine the efficacy of competition the

Board rejected that approach as well opting instead for its limitprice method
i4

Relying on the limit price R/VC ratio the Board determined that CSX was

market dominant on 36 of the 42 challenged routes despite evidence that in many

MG Decision at 13

14
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cases the rail rate in question is essentially consistent with the price of competing

alternative At minimum the fact that the limit price RVC ratio resulted in

findings seemingly at odds with actual experience is indicative of the need for more

detailed assessment of the limitprice methodology

Conclusion

The limit price method as currently proposed by the Board is not an

appropriate method for determinations of market dominance First the assertion that

limit price R/VC above RSAM is indicative of monopoly pricing is wrong as

matter of basic economic logic

Second the proposed limit price method threatens railroads ability to

achieve revenue adequacy If railroads cannot price some traffic at R/VC levels above

RSAM to make up for traffic that must be priced at R/VC levels below RSAM for

competitive reasons without risking rate challenges and findings of market dominance

carriers will be systematically impeded from the opportunity to achieve revenue

adequacy

Third the Boards reliance on limitprice R/VC ratios rather than actual R/VC

ratios is topic that requires more detailed examination From an economic

perspective it is not clear that the use of limit prices that differ from prevailing market

prices can be appropriate and can avoid systematic inaccuracy In short the Boards

test does not examine the actual competition

Finally as general matter the proposed limitprice method would constitute

significant new element of the Boards procedures for its regulation of rail carriers

businesses In general it would likely have significant effects on outcomes in the
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industry and it seems to threaten core regulatory values of economic efficiency and

sustainability The adoption of any such significant new regulatory standard should be

carefully considered and should be the result of detailed analysis of this and other

competing proposals
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DuPont Stand-Alone Railroad DRR System
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DRR Interchange Tracks

Stick

Page Final

Where Milepost Number of Total Total

Interchange of Length Per Interchange Track Track Interchange

is Added Station State Pfs Connection Sfs Interchange 2/ Tracks Feet Miles Railroads

Van Loon IN 497.60 7000 7000 1.33 CN GRW NS

Osborn IN 500.50 7000 7000 1.33 NS CP

Chicago IL 51225 10000 10000 1.89 BMSF CM CPRS MS UP

Ft Wayne Yard East Wayne IN 365.30 10000 20000 3.79 CFE MS

HILL IN 376.00 2640 2640 0.50 NS

Claypool IN 410.54 10000 10000 1.89 MS

Bellevue OH 248.40 7000 7000 1.33 WE

ARCADIA OH 285.81 2640 2640 0.50 MS

CP437 IN CD 437.46 2640 2640 0.50 MS

Pine IN CD 498.10 10000 10000 1.89 CM GRW MS

Indiana Harbor IN CD 50295 7000 7000 1.33 MS

Butler IN CD 358.50 10000 10000 1.89 MS

Goshen IN CD 412.40 10000 50000 5.68 GDLK MS

FASSETT OH CD 286.75 2640 2640 0.50 MS

Cleveland Rockport OH CD 191.60 10000 30000 568 MS

Gibsov City IL 113.00 10000 10000 1.89 MS

Kansas City MO 274.83 10000 10000 1.89 BNSF CPRS KCS NS UP

10 Moberly MO 69.85 10000 20000 3.79 MS

11 DH-JCT IL DH 466.43 2640 2640 050 NS

13 St Louis MO 8.30 10000 20000 3.79 MS

13 Browning IL 439.10 7000 7000 1.33 MS

13 Mitchell IL 474.70 7000 7000 1.33 NS

13 HOYTJCT IL 478.49 2640 7920 1.50 MS

14 Sidney IL 328.00 10000 10000 1.89 MS

15 Logansport IN 218.50 10000 10000 1.89 TPW
16 Hugo IN 149.20 10000 20000 379 MS

16 Wabash IN 18800 10000 10000 1.89 MS

16 Peru IN 202.50 10000 10000 1.89 MS

17 East St Louis IL 4.90 10000 10000 1.89 BNSF MS UP

18 CBiunction Gibson City IL 15000 7000 7000 1.33 MS

18 Oakland City IN 176.60 7000 7000 1.33 MS

18 Ayrshire iN 181.50 7000 7000 1.33 MS

18 Huntingburg IN 199.10 10000 10000 1.89 MS

19 Louisville KY 272.80 10000 10000 1.89 CSXT INRD LIRC MS PAL

21 Detroit MI DR 20.00 10000 10000 1.89 CM MS

21 Oak Harbor Toledo OH 2460 10000 10000 1.89 AA CM CPRS CSXT MS
22 CEMETAST OH 247.50 2640 2640 0.50 MS

23 Rochester PA PC 25.85 7000 7000 1.33 MS

23 Homewoodict PA PC 34.80 7000 7000 1.33 MS

23 Alliance OH PC 83.00 10000 10000 1.89 NS

23 RD/OJ OH RD 89.10 2640 2640 0.50 MS

24 CPPEMN PA PC/LC PA PC 0.83 2640 2640 0.50 MS

24 Bell PA PC 4.80 7000 7000 1.33 MS

24 PC/OT PA PC 17.25 2640 2640 0.50 MS

24 Conway PA PC 22.60 10000 10000 1.89 MS

24 Bessemer PA PT 34220 7000 14000 2.65 MS
25 Altoona PA PT 236.70 10000 10000 1.89 MS

25 Cressois PA PT 251.00 7000 7000 1.33 MS

25 Portage PA PT 25850 7000 7000 1.33 MS
25 South Fork PA PT 265.80 7000 7000 1.33 MS

25 Conpit PA PT 290.60 7000 7000 133 MS

26 Tyrone PA PT 222.10 7000 7000 1.33 MS
28 Buffalo MY 330 10000 10000 1.89 CM CPRS CSXT MS

28 Buffalo Bison MY SR 423.15 10000 10000 1.89 MS
29

Waverly NY SR 254.95 7000 7000 1.33 MS
29 CP-GIBSO MY SR 290.00 2640 2640 0.50 MS
30

Binghamton MY SR 213.00 7000 7000 1.33 MS

30 Sunbury PA BR 258.60 7000 7000 1.33 MS
30 Selinsgroveict PA BR 263.25 7000 7000 1.33 MS
31 Reading PA FR 58.85 10000 20000 3.79 MS
31 CPWALNUT PA HP 58.95 2640 2640 0.50 MS
32 Pt

Reading itt Plainfield Ni LE 35.80 10000 30000 5.68 MS
32 çP PASTa PA LE 76.28 2640 2640 0.50 MS

32 Allentown PA LE 88.90 10000 10000 1.89 CPRS MS
33 Edgemoor 06 HE 1.47 10000 10000 1.89 MS
33 CP-COLA PA EP 38.53 2640 2640 0.50 MS
33 Wagoict PA EP 51.60 7000 7000 1.33 MS
34 CAMHILL PA LG 2.90 2640 2640 0.50 NS
34

Lurgan PA LG 42.40 7000 1.53 MS
34 Hagerstown MD HW 73.70 10000 10000 1.89 CSXT
36 ELKTONCH VA 112.60 2640 2640 0.50 NS
37 Roanoke VA 239.28 10000 10000 1.89 MS
38 Brookneal Vabrook VA 16870 7000 7000 1.33 MS
39 Secoast Petersburg VA 4.50 10000 30000 5.68 CSXT MS

39 lACK VA 88.46 2640 5280 1.00 MS
39 BIJRKEVIL VA 132.12 2640 2640 0.50 MS

Exhibit IU-B-3

of



DRR Interchange Tracks

Stick

Page Final

Where Milepost Number of Total Total

Interchange
of Length Per Interchange Track Track Interchange

is Added Station State Pfx Connection Sfx Interchange 2/ Tracks Feet Miles Railroads

40 VN VA 267.09 2640 2640 0.50 MS

42 Bulls Gap TN 75.75 10000 10000 1.89 NS

43 Knoxville TN 125.00 10000 10000 1.89 CSXT MS

44 Chattanooga TN 235.07 10000 10000 1.89 CSXT MS

46 Cuban OH 62.90 10000 10000 1.89 MS

47 Columbus Scioto OH Ci 134.40 10000 10000 189 CSXT

47 CP138 OH Cl 137.56 2640 2640 0.50 NS

49 Elmore WV 376.40 7000 7000 1.33 NS

50 POTTSVAL VA 324.10 2640 2640 0.50 MS

SO Kellysville PIlict WV 344.10 10000 30000 5.68 NS

51 CP2230H OH Cl 220.70 2640 2640 0.50 NS

52 Cincinnati OH 2.45 10000 30000 5.68 CIND CSXT MS

52 STBERNAR OH Cl 255.10 2640 2640 0.50 NS

53 Lexington KY 81.70 7000 7000 1.33 MS

54 Burnside KY 167.80 10000 10000 1.89 NS

55 Harriman TN 260.50 10000 10000 1.89 NS

57 Birmingham AL 135.60 10000 10000 1.89 BNSF CM CSXT MNBR MS

57 WOODLNJC AL 137.00 2640 2640 0.50 MS

57 WOODSTOC AL 172.15 2640 2640 0.50 NS

58 Boligee AL 242.70 10000 10000 1.89 AGR MS

59 Meridian MS 295.44 10000 10000 1.89 CN KCS MNBR MS

61 New prleans LA 10000 10000 1.89 BNSF CM CSXT KCS UP

63 Sheffield Decatur AL 402.90 10000 10000 1.89 CSXT MS

65 Memphis TN 551.70 7000 14000 265 BNSF CN CSXT GRYR UP MS

67 Marion Ict AL MB 10000 10000 1.89 NS

67 Kimbrough AL 35.70 MB 10000 10000 1.89 AGR NS

68 Mobile AL 143.90 MB 10.000 10000 1.89 AGR CGR CM CSXT MIt MS

69 Lynchburg VA OM 171.00 10000 10000 1.89 CSXT MS

70 Greensboro MC 283.99 10000 10000 1.89 NI

70 Salisbury Linwood NC 224.60 10000 10000 1.89 MS

71 ATOJCT NC 374.64 2640 2640 0.50 NS

71 Charlotte MC 37600 10000 10000 189 CSXT

71 GASTONIA NC 398.23 2640 2640 050 NS

76 Central Ict AL 78260 7000 7000 1.33 MS

77 Forrestville GA 77.00 7000 7000 1.33 MS

79 CGA lunction GA 5.50 10000 10000 189 NS

79 Macon GA 240.30 Ii 10000 20000 3.79 MS

80 Columbus GA 29030 10000 10000 1.89 MS

86 Streator IL KS 152.40 10000 10000 1.89 BNSF MS

87 East Demand IN SP 257.20 10000 10000 1.89 MS

92 Rouses Piont NY 191.00 10000 10000 189 CM

93 Mechanicsville NY 467.40 10000 10000 1.89 NI PAS PW
94 Fort Erie ON 10000 10000 189 CM

97 Phillipsburg NI WD 8030 7000 7000 1.33 MS

98 CF-KING PA MK 2640 2640 050 NS

98 Morrisville PA MV 4.70 10000 10000 1.69 MS

98 WCONSHOIi PA HP 15.54 2640 2640 0.50 MS

98 ISLAND PA MN 17.56 2640 2640 0.50 MS

98 Abrams Philadephja PA HP 19.10 10000 20000 3.79 CSXT MS

99 Porter DE FK 6.30 10000 10000 1.89 NS

100 Baltimore MD 90.60 10000 10000 189 CSXT NI

101 Biltmore NC 139.10 7000 7000 1.33 MS

101 Asheville NC 141.00 10000 10000 1.89 NI

102 WAYNEIVI Mc 26.92 2640 2640 0.50 MI

103 Chillicothe OH 655.00 10000 30000 5.68 MI

104 Gauley Bridge WV WV 222.30 7000 7000 1.33 CSXTN5

110 Ft Mill SC 19.90 10000 10000 1.89 MS

112 Pregnall SC SC 41.10 10000 10000 189 CSXT NS

112 columbia SC SC 127.40 10000 10000 1.89 CSXT MS

113 BREMENDT GA 323.70 2640 2640 0.50 MS

115 Atlanta GA 294.50 10000 10000 1.89 CSXT MS

117 MEIUMCT GA 170.20 2640 2640 0.50 MS

117 MOGUL GA 186.30 2640 2640 0.50 NS

118 Millen GA 79.10 10000 20000 3.79 MS
118 WAYNESBO GA 99.19 2640 2640 0.50 MS

118 Augusta GA 131.80 10000 10000 1.89 CSXT MS

32A Oak Island Ml LE 26.50 10000 10000 1.89 MS
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DuPont Railroad Data Processing and Traffic Selection Procedures

Step Start with Waybill data zzWaybills table

Develop LeadUnits table for all Waybill data records where MULTLCAR._XREF_WB..SN is not

populated

Develop TrailingUnitsSummary table for all Waybill records where MULTI_CAR_XREFWB_SN is

populated

Group by MULTLCAR_XREFWB_SN

SUMOF_REVENUE_LH

SUM_OF_REVENUE_FS

SUMOF_NS_AR_ADJUSTMENTS

SUM_OF_NS_OTHER

SUM_OFNS_CONTRACT_REFUNDS

SUM_OF_NSDUMPING

COUNT_EQ_NR

Add new fields to LeadUnits table and rename as LeadUnitWithTotals Table

SUMOF_REVENUE_LH

SUMOFREVENUE_FS

SUM_OF_NS_AR_ADJUSTMENTS

SUM_OF_NS_OTHER

SUM_OFNS_CONTRACT_REFUNDS

SUMOFNS_DUMPING

COUNT_EQNR

TOTAL_OFREVENUE_LH

TOTAL_OF_REVENUEFS

TOTALOF_NS_AR_ADJUSTMENTS

TOTAL_OFNS_OTHER

TOTAL_OFNSCONTRACTREFUNDS

TOTAL_OF_NSDUMPING

TOTAL_EQNR

Add TrailingUnitsSummary data developed in item above to corresponding new fields in

LeadUnitWithTotals table

Sum revenue and revenue adjustment data for lead and trailing units and populate new TOTAL

fields in LeadUnitWithTotals table

TOTALOF_REVENUELH LeadUnits REVENUE_LH TrailingUnits

SUMOF_REVENUELH

TOTAL_OF_REVENUEF5 LeadUnits REVENUE_FS TrailingUnits

SUM_OF_REVENUES

TOTAL_OF_NS_AR_ADJ USTM ENTS LeadUnits NS_AR_ADJ USIM ENTS TrailingUnits

SUM_OF_ NS_AR_ADJUSTMENTS

TOTAL_OF_NS_OTHER LeadUnits NS OTHER TrailingUnits SUM OF NSOTHER

TOTAL_OF NSCONTRACTREFU NDS Lead Units NS_CONTRACT REFUNDS

TrailingUnits SUM_OF_ NS_CONTRACT_REFUNDS

Exhibit III-C-2
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DuPont Railroad Data Processing and Traffic Selection Procedures

TOTAL_OFNS_DUMPING LeadUnits NS DUMPING TrailingUnits SUMOF_

NSDUMPING

TOTAL_EQNR TrailingUnits COUNT_EQNR

Step Add data field to the LeadUnitWithTotals table to account for missing lead unit car/intermodal

event records

New field TRACE UNIT WB SN

Step Populate TRACE_UNIT_WB_SN for Non-Intermodal records

For LeadUnitWithTotals records where AR_MAJORCOMMODITYGRP IM
Link LeadUnitWithTotals to zzCarEvents

If link is made

Set Lead UnitWithlota Is equal to LeadUnitWithTotals

In link is not made

Link LeadUnitWithTotals SN URRWIN to zzCarEvents This
will create link to multiple cars in the car event data from which we need to

identify single alternate trace car

Array all linked records in the CarEvents table by

Identify the minimum WBSNI value that is greater than

4000000000 Parameter needed to avoid using blank null or zero

values

Set LeadUnitWithTotals UNIT WBSN equal to the zzCarEvents

WB SN identified in the item immediately above 3-1.c.i.2

Step Populate TRACEUNIT_WB_SN for lntermodal records

For LeadUnitWithTotals records where AR_MAJOR_COMMODITYGRP IM
Link LeadUnitWithTotals SN URRWIN to IntermodalEvents WB SN
If link is made

Set LeadUnitWithTotals UNIT WB SN equal to LeadUnitWithTotals

In link is not made

Link LeadUnitwithTotals SN URRWINJ to lntermodalEvents

This will create link to multiple units in the intermodal event data from

which we need to identify single unit

Array all linked records in the IntermodalEvents table by

WB SN

Identify the minimum WBSN value that is greater than

4000000000 Parameter needed to avoid using blank null or zero

values

Set LeadUnitWithTotals UNIT W13 SN equal to the

InterniodalEvents identified in the item immediately

above 44.c.i.2

Step Develop Summary of LeadUnitWithTotals table as follows

Count of LeadUnitWithTotals records where WBSN
Exhibit IJi..C-2
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DuPont Raifroad Data Processing and Traffic Selection Procedures

Count of LeadUnitWithTotals records where UNIT WBSN and

IT_WB_SN is populated

Count of LeadUnitWithTotals records where is not populated

Count of total LeadUnitWithTotals records

Step Identify railcar and mileage associated with LeadUnitWithTotals trace units

Add data fields to LeadUnitWithTotals table

RAILCARINIT

RAILCAR_NR

RAILCARWBSN

NS_Miles

For Nonlntermodal Records AR MAJOR COMMODITY GRP elM
If LeadUnitWithTotals SN RRWI LeadUnitWithTotals NIT_WB_SN

.OR LeadUnitWithTotals is blank or NULL

Set Lead UriitWithTotals equal to Lead UnitWithTotals

ii Set LeadUnitWithTotals equal to LeadUnitWithTotals

iii Set Lead UnitWithTotals equal to Lead UnitWithTota Is

If LeadUnitWithTotals RRWI Lead UnitWithTotals NIT_WB_SN

.AND LeadUnitWithTotals is not blank or NULL

Link Lead UnitWithiotals NIT_WB_SN to CarEvent

ii Set LeadUnitWithTotals INIT equal to CarEvent

iii Set LeadUnitWithlotals equal to CarEvent

iv Set LeadUnitWithTotals equal to CarEvent

Link LeadUnitWithTotals to NS_Miles

Set LeadUnitWithTotals ENS_Miles equal to NS_Miles

ENS_MOVE_DISTANCE_MILES

For Intermodal Records AR MAJOR COMMODITY GRP

Link LeadUnitWithTotals UN IT WB SN to lntermodalEvents

Link lntermodalEvents EQ_NR OS EVENT_DT TRAIN_ID to CarEvents

EQ._NR OS EVENT_DT TRAIN_ID Note must account for blank and NULL

values in the lntermodalEvents fields

Identify CarEvents for cars identified in item 63.b immediately

above

Link CarEvents WBSN to N5 Miles

Identify the greatest largest NS_Miles ENS_MOVE_DISTANCE_MILES value for

the move Note this accounts for intermodal moves with more than one

mileage amount recorded

Set LeadUnitWithTotals equal to CarEvents

associated with the high mileage car identified in the item immediately

above 6-3.d.i

Exhibit IUC2
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DuPont Railroad Data Processing and Traffic Selection Procedures

Set LeadUnitWithTotals NRJ equal to CarEvents

associated with the high mileage car identified in item 63.d.i

Sot LeadUnitWithTotals equal to CarEvents

associated with the high mileage car identified in item

6-3.d.i

Set LeadUnitWithTotals Miles equal to NSMiles

associated with car identified in step

3.d.i above

Step Identify number of units per railcar

Add data fid to LeadUnitWithTotals table

IM_UNITS_PER_RAILCAR

For Non-IM records

Set LeadUnitWithTotals equal to

ForIM records

Calculate based on Group by WBSN in table

tmp_ttwaybills_IM_UN ITS_PER_RAILCAR

Set LeadUnitWithTotals equal to calculated value if

calculated value exists max value 15

Else Set LeadUnitWithTotals equal to 4.36 Note this is

the NS 2010 system average reported in R-1 Sch 755 134

Step Supplement Waybill data with Haulage Receivable Data

Add data fields to LeadUnitWithTotals table

HAULA3E_REC NET_PU

HAULAGE REC NET TOTAL

Link LeadUnitWithTotals RAILCAR NR WB DT to HaulageReceivables

CAR NUM We_DATE

For linked Non-IM records

Set Lead UnitWithTotals E_REC_NET_PU equal to HaulageReceivables

Set LeadUnitWithlotals E_REC_NETJOTAL equal to Lead UnitWithTotals

E_REC_N ET_PUI LeadUnitWithlotals M_QF_MU LTI_EQ

ForlinkedlMrecords

Set LeadUnitWithTotals equal to IlaulageReceivables

LeadUnitWithTotals

Set Lead UnitWithTotals REC NET_TOTAL equal to Lead UnitWithTota Is

HAULAGE REC NET PU LeadUnitWithTota Is Ii MOFMULTIEQJ

Step Supplement waybill data with handling line charge data for moves involving handling line

payments

Add data fields to LeadUnitWithlotals table

HANDLING_NET_PU

HANDLING NET TOTAL

Exhibit UI-C2
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DuPont Railroad Data Processing and Traffic Selection Procedures

Link LeadUnitWithTotals INIT RAILCAR_NR INT DATE to HandlingSummary

CAR NUM WBDATE
For linked Non-SM records

Set LeadUnitWithTotals NET_PU equal to HandlingSummary

DLIN5 El

Set LeadUnitWithTotals NG NET TOTAL equal to LeadUnitWithTota Is

NGN ETPU Lead UnitWithlotals ULTIEQI

For linked lM records

Set LeadUnitWithTotals NET PU equal to HandlingSummary

LeaclUnitWithTotals

Set LeadLinitWithTotals equal to LeadUnitWithTotals

LeadUnitWithTotals

Step 10 Supplement waybill data with switching charge data for moves involving switching payments

Add data fields to LeadUnitWithTotals table

SWITCHING..NET_TOTAL

Link Lead UnitWithTotals to SwitchingSummary

For linked Non-lM records

Set LeadUnitWithTotals equal to SwitchingSummary

For linked IM records

Set LeadUnitWithTotals equal to SwitchingSummary

ET Lead UnitWithTotals LCAR

Step 11 Add TCS/TDIS net revenue data

Add data fields to the LeadUnitWithlotals table

TCS_TDIS_FLAG

TCS_NET_PU

TCS_NET_TOTAL

TDIS_NET_PU

TDIS_NETJOTAL

Populate field

Set LeadUnitWithTotals equal to TCS based on shipper receiver

billed party data fields and TCS names and numbers at level TCS of file 2010 Waybills

Shipper List.xlsx

Set LeadUnitWithTotals equal to TOIS based on shipper receiver

billed party data fields and lOIS names and numbers at level lOIS of file 2010

Waybills Shipper List.xlsx

Link LeadUnitWithTotals MO ORIG_CITY ORIG_ST DESTCITY DEST STJ to TCSTDlS Per

Unit PV v2.xlsxTCS MO ORIG_CITY ORIG_ST DEST_CITY DEST_ST where

Lead itWithTota Is IS_FLAG ICS
Set LeadlinitWithTotals equal to TCS-TDIS Per Unit PV v2.xlsxTCS

Set LeadUnitWithTotals equal to LeadUnitWlthTotals

LeadUnitWithlotals LTI_EQ

Link LeadUnitWithTotals MO ORIG_CITY ORIG_ST DEST CITY DEST_STJ to TCS-TDIS Per

Unit PVv2.xlsxTDIS MO ORIG CITY ORIG ST DEST_CITY DEST_ST where

Lead nitWithTota Is FLAG TO IS

Exhibit IIIC2
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DuPont Railroad Data Processing and Traffic Selection Procedures

Set LeadUnitWithTotals equal to TCS-TDIS Per Unit PV v2.dsxTDIS

Set LeadUnitWithTotals equal to LeadUnitWithTotals ETDS_NET_PU

LeadUnitWithTotals

Step 12 Identify Issue Traffic Moves

Add data field to the LeadUnitWithTotals table

ISSUE

Populate field

Link LeadUnitWithTotals SN_URRWIN to Complaint Traffic WB$N.xlsx

RRWI

If positive link is made populate with ELSE set to blank

Step 13 Identify first and last NS station for all LeadUnitWithlotals records

Add data fields to the LeadUnitWithTotals table

NS_ONSTN

MS_ON_ST

NS_OFFSTN

MS_OFF_ST

Link Lead UnitWithTota Is IT_WB_SN to CarEvent/Intermoda lEvent

IM LeadUnitWithlotals records link to IntermodalEvent data and Non-IM records link

to CarEvent data

If LeadUnitwithlotals ORIGIN_CITY/STATE are not NULL and not blank Set

Lead linitWithTotals equal to LeadUnitWithTotals

N_CITY/STATE

If LeadUnitWithTotals are NULL or blank and

Lead UnitWithTotals NS Set LeadUnitWithTotals ENS_ON_SIN/SI

equal to LeadUnitWithTotals

If LeadUnitWithTotals are NULL or blank and

LeadUnitWithTotals NS Set LeadUnitWithTotals

equal to the fi conoloiçal station with RPTG_MARKNS from CarEvent or

IntermodaEvent table

If LeadlinitWithTotats DESTINATION CITY/STATE are not NULL and not blank

Set LeadUnitWithTotals equal to LeadUnitWlthTotals

El_DESTINATION_CITY/STATE

If LeadUnitWithlotals DESTINATION CITY/STATE are NULL or blank and

LeadUnitWithTotals NS Set LeadUnitWithTotals

eq ual to Lead UnitWithTotals

If LeadUnitWithTotals are NULL or blank and

LeadUnitWithTotals NS Set LeadUnitWithTotals

equal to the last chronological station with RPTG_MARKNS from CarEvent or

Intermoda Event table

Step 14 Identify movements that report events at DRR stations and Identify first and last on-SARR

station for DRR Lead Units that traverse the SARR

Add data fields to the LeadUnitWithTotals table

TRAN_WB_S N_Sto p_Counts

Exhibit IiJ-C-2
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DuPont Railroad Data Processing and Traffic Selection Procedures

FIRST_ONSARR_RPTGMARK

FIRST_ONSARR_OS

FIRSLONSARR_CITY

FIRST_ONSARR_ST

FIRST_ONSARR_SPLC

FIRSTON_SARR_TRN

FIRST ONSARRRNORGNDT
Fl RSTO N_SARRJRN_SECTIO

LASLONSARR_RPTGMARK

LAST ONSARR OS

LAST _ONSARFLCITY

LAST _ONSARR_ST

LAST ONSARRSPLC

LAST _0N_SARRJRN

LAST _ONSARR_TRN..ORc3N_DT

LAST _ONSARR_TRN_SECTION

Link Lead UnitWithTotals IT WB SN to CarEvent/IntermodalEvent

IM LeadUnitWithTotals records link to IntermodalEvent data and Non-IM records link

to CarEvent data

Link CarEvent/lntermodalEvent MARK OS CITYNAME_19 STATEPROV_INIT SPLCto

Complete Station List from Car and lntermodal Events DRR Flag Hard Numbers

v021612 MARK OS CITY NAME 19 STATE_PROV_INIT SPLC

NOTE Complete Station List from Car and lntermodal Events DRR Flag Hard

Numbers v021612 RTEJ1 is the Flag for On-SARR locations

Identify and populate LeadUnitWithTotals FIRSTONSARR_OS

FIRST ONSARR CITY FIRST_ONSARR_ST Fl RST_ONSARR_SPLC FIRST_ONSARR_TRN

FIRSTONSARRTRNORGNDT FIRSTONSARRJRN_SECTION based on first chronological

timestamp for event reported on the DRR System

Identify and populate LeadUnitWithTotals LAST ONSARR OS
LAST ONSAR R_CITY LAST NSARR ST LASTONSARR_SPLC LAST_O NSAR RTRN
LASTONSARRJrRN_ORGNJT LAST_ONSARR_TRNSECTIONJ based on last chronological

timestamp for event reported on the DRR System

Populate LeadUnitWithTotals with count of unique N-DRR

locations reported the Car/IntermodalEvent data tables

Step 15 Add data fields required for ATC costing and operating cost calculations

Add data fields to the LeacllinitWithTotals table

NSOR

NSJD
DRR_OR

DRR_TD

CAR OWN

TCU_OWN

STCC2

STCC2HM

Populate LeadUnitWithTotals field

Set ENS OR equal to where RDNR 555

Exhibit II1-C-2
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Set equal to where 555
Populate Lead UnitWithTotals ENS TO field

Set ENS_TO equal to where 555

Set equal to where 555
Populate Lead UnitWithTotals field

Set OR equal to where 555 .and

Set OR equal to where RONR 555 .or ONSARR_CITY/ST

N_SIN/SI

Populate LeadUnitWithTotals field

Set ID equal to where 555 .and

Set TO equal to where 555 .or

ENS OFF STN/STI

Populate LeadUnitWithTotals field Note do for all records

Set OWN equal to if RIGHT Where RAILCARINIT

ends in

Set equal to if NS .OR INIT SOU .OR

NW .OR CR .OR INIT PRR .OR

PC Note we are identifying System cars that are owned by NS
Set equal to where RIGHT .ANO

NS .AND SQU AND INIT NW
.AND CR AND NIT PRR .AND

PC Note we are identifying Foreign cars that are owned by Non-NS railroads

Populate LeadUnitWithTotals field Note do for IM records only

Set ITCU_OWN equal to for all records where

TCU_OWN should be blank for all

non-lM records intermodal unit ownership is determined by intermodal plan code

values

Populate LeadUnitWithTotals field

Set ESTCC2 equal to LEFTSTCC_72 where contains 7-character string

Set equal to LEFTSTCC_71 where contains 6-character string

Set equal to where contains LESS THAN 6-character string

Populate Lead UnitWithlotals field

Set equal to LEFTSTCC2 where ISTCC contains 7-character string

Set equal to LEFTSTCC1 where contains 6-character string

Set HM equal to where contains LESS THAN 6-character string

Step 15.5 Add field flagging movements that could potentially require MMM VC adjustment to

reflect overhead trainload movements an the SARR

Add data field to the LeadUnitWithTatals table

MMM_OVH_TLVC
Populate LeadUnitWithTotals field

Set equal to IL where .AND

.AND DRR_0R .AND EDRR_TDI AND
ELAST_ON_SARR_TRNJ .AND RST_ON_SARR_TRN_ORGN_DT

Exhibit IiC-2
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DuPont Railroad Data Processing and Traffic Selection Procedures

.AND

Step 16 Query the LeadUnitWithTotals table based on the criteria in the file DRR Traffic Summary

Query Format v4 ADDED LANES.xlsx at level Master Sum for each of the TWO separate traffic

categories identified in tab DRR Main Traffic Group ID

NOTE GIVE THIS OUTPUT FILE NAME ENDING IN .ADDED LANES date

Step 17 For all Lead Units that fall into traffic category DRR Main Traffic Group identify all trains

reported in the event records for those movements that occur on the SARR

For all Lead units that meet the category traffic criteria Query the associated Waybill

CarEvent and IntermodalEvent data fg query for unique

trains

For each AR.MAJOR_COMMODITYGRP

Group TRN TRN ORGN DT TRN SECTION TRAIN_ID

ii Count unique TRANS WB SN

NOTE GIVE THIS OUTPUT FILE NAME ENDING IN ...ADDED LANES dato

Step 18 SKIP

Step 19 SKIP

Exhibit IH-C-2
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