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Consumers’ Second Motion to Compel reverses positions from the
representations Consumers made to the Board just a few weeks ago, when
Consumers asserted that it would present a revenue adequacy case based on
“ample, publicly available information” about CSXT’s financial performance.!
Having induced the Board to deny CSXT’s motion to dismiss the revenue adequacy
claim based on Consumers’ claimed plans to use “publicly available information,”
“public facts,” and “the public record” to make its case,?2 Consumers now reverses
course and asks the Board for permission to go fishing for documents that it claims
might be relevant to revenue adequacy. But Consumers has provided no reason to
believe that any of the documents it seeks would contain relevant information that
is not completely duplicative of the vast amounts of information on CSXT's financial
performance that is available in the public domain. The Board should deny
Consumers’ motion to compel both because it contradicts Consumers’ prior
representations to the Board and because Consumers has not demonstrated “a real,
practical need” for discovery requests that seek information that is either wholly
irrelevant or that duplicates information already available to Consumers. See Coal
Rate Guidelines, 1 1.C.C.2d 520, 548 (1985).

I BACKGROUND

The Board and the Interstate Commerce Commission have found CSXT
revenue inadequate in every annual determination of revenue adequacy for 28

consecutive years, with a cumulative present value revenue shortfall of $30 billion

1 Consumers Reply to Motion to Dismiss at 2.

2]d. at 2, 4, 9.



over the past 15 years. See CSXT Motion to Dismiss Revenue Adequacy Claim at 4,
Table 1 (filed Mar. 24, 2015). Seeing no reasonable grounds to investigate
Consumers’ claim that CSXT is actually revenue adequate despite these findings,
CSXT urged the Board to dismiss the unfounded allegation. CSXT urged the Board
to avoid unnecessarily complicating this case with a patently invalid revenue
adequacy claim and to avoid entangling this dispute with the ongoing proceeding in
Ex Parte 722. See i1d. at 14-18.

In response, Consumers assured the Board that permitting its dubious
revenue adequacy claim to move forward would not complicate this dispute. In
particular, Consumers told the Board that it could support its claim with “ample,
publicly available evidence that CSXT should be considered revenue adequate for
purpose of the Guidelines’ constraint.”® The “publicly available evidence” cited by
Consumers included (1) Consumers’ Ex Parte 722 argument that CSXT might be
considered revenue adequate if the Board altered its measure of revenue adequacy
to include other publicly available financial metrics (id. at 7-8); (2) a claim that
reports published by financial analysts suggested that “the financial community
views CSXT as earning more than its cost of capital” (id. at 8-9); and (3) an
argument that CSX Corp.’s market capitalization and stock prices indicate that it

“has provided an admirable return to its equity investors.” Id. at 11-12.

3 See Consumers Reply to Motion to Dismiss at 2 (claiming that its revenue
adequacy claim should not be dismissed because “there is ample, publicly available
evidence that CSXT should be considered revenue adequate”); id. at 4 (claiming that
“ample public facts” support a finding of revenue adequacy); id. at 9 (asserting that
information in “the public record” supports a revenue adequacy claim).
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Based on these representations about the “public information” and “public
facts” that Consumers claimed supported its claim, the Board denied CSXT’s motion
to dismiss. The agency recognized that 28 consecutive findings of revenue
inadequacy do indeed “suggest that CSXT is revenue inadequate.” Consumers
Energy Co. v. CSX Transp., Inc., NOR 42142, at 2 (served June 15, 2015). But with
promises that there was ample public information available to make its case, the
Board held that Consumers “may present other competent and probative evidence
to make 1ts case, should 1t so choose.” Id.

Consumers held out false hope to the agency. A month after representing to
the Board that it could support a revenue adequacy claim with “ample, publicly
available evidence,” Consumers served its Second Set of Discovery Requests. In this
new set of requests, Consumers seeks discovery of every CSXT internal cost of
equity calculation over the past five and a half years. It seeks discovery of
discussions between CSXT and financial investment analysts over the past decade.
It is probing how CSXT sets the compensation for its executives and its internal
analysis of when to return capital to investors. And it asks CSXT to preview its
potential Reply arguments and to provide any internal assessments CSXT might
have performed in preparation for a potential revenue adequacy complaint.

The Board should reject this unabashed fishing expedition, particularly given
Consumers’ prior representations to the Board that it could support its claim with
“ample publicly available evidence” and the dubious nature of the revenue adequacy

claim. Parties seeking to compel discovery in rate reasonableness cases must



“demonstrate a real, practical need for the information” they seek. See Coal Rate
Guidelines, 1 1.C.C.2d 520, 548 (1985).4 And “[t]he discovery requested must be
reasonably tailored to the particular charges to be proved and reflect the least
intrusive means of obtaining the information.” Id.

Consumers’ Second Motion to Compel completely ignores these governing
standards—Ilikely because Consumers cannot satisfy them. Consumers does not
have a “real, practical need” for any of the information that it claims might be
relevant to Consumers’ revenue adequacy claim, for Consumers already has access
to “ample, publicly available evidence” on CSXT’s financial performance.5 And
Consumers’ requests for extensive discovery into topics like CSXT compensation
policies, interactions with stock analysts, and stock repurchases is plainly not “the
least intrusive means” of obtaining information relevant to Consumers’ allegations
that CSXT is revenue adequate.

Consumers has access to extensive, detailed information on CSXT’s financial
performance, including quarterly and annual SEC filings; R-1 reports and other
STB filings; substantial additional information on its financial performance and
prospects that CSXT makes available to the investing public; coverage of CSXT by

dozens of financial analysts; and the voluminous data that CSXT has already

4 See also Total Petrochemicals USA, Inc. v. CSX Transp., Inc., STB Docket No.
42121, at 2 (served Nov. 24, 2010) (applying “real, practical need” standard to deny
motion to compel); M&G Polymers USA LLC v. CSX Transp., Inc., STB Docket No.
42123, at 2 (served Nov. 24, 2010) (same); Sterra R.R. Co. v. Sacramento Valley R.R.
Co., NOR 42133, at 4 (served Apr. 23, 2012) (“parties must demonstrate a real,
practical need for the information” they seek in discovery); Potomac Elec. Power Co.
v. CSX Transp., Inc., 2 S.T.B. 290, 292 n.6 (1997) (same).

5 See Consumers Reply to Motion to Dismiss at 2.
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produced to Consumers in discovery, including CSXT’s most recent strategic plan.¢
In light of this wealth of information, Consumers plainly does not have “a real,
practical need” for burdensome discovery requests that are at best tangentially
related to CSXT’s financial performance and at worst textbook fishing expeditions.
Coal Rate Guidelines, 1 1.C.C.2d at 548. Nor are Consumers’ requests “the least
intrusive means” of obtaining needed information—on the contrary, most of the
relevant information that Consumers claims would be discovered by its requests is
information that Consumers could readily obtain from public sources. Id.

In addition to the information in the public record, the Board should be
aware that this Second Motion to Compel is being litigated after CSXT has
completed a massive production of documents and data to Consumers in response to
the 620 discovery requests (including subparts) posed by Consumers’ First Set of
Discovery Requests. To date CSXT has produced approximately 44 gigabytes of data
to Consumers, consisting of 25,841 pages of documents and 19,936 electronic files.?
This Motion is not being litigated because CSXT is unwilling to provide extensive
and detailed discovery to Consumers. This Motion is being litigated because
Consumers has moved beyond justifiable discovery requests reasonably calculated

to lead to relevant information and is now asking the Board to sanction fishing

6 Exhibit 1 to this Reply is a collection of screenshots from CSX’s website presenting
the breadth of publicly available financial information that is available to
Consumers (or any other interested party).

7 These numbers will increase, for CSXT is in the process of producing certain
additional contracts and other documents that Consumers has requested.
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expeditions for documents that have no relevance to the reasonableness of the

challenged CSXT rate under any rate constraint.

II. CONSUMERS DOES NOT HAVE A “REAL, PRACTICAL NEED” FOR
ANY INFORMATION NOT ALREADY ENCOMPASSED IN CSXT’S
EXTENSIVE DOCUMENT PRODUCTION OR ITS DETAILED
FINANCIAL DISCLOSURES.

Consumers’ Motion is based on a claim that because it asserted a revenue
adequacy claim, it is entitled to discover any information that is “relevant” to
CSXT’s financial performance.8 That is not the law. If it were, there would be no
limits on discovery in a revenue adequacy case other than the creativity and
ingenuity of the complainant, for all aspects of a railroad’s operations will affect its
financial performance. Instead, the Board properly requires “more than a minimal
showing of potential relevancy” before granting a motion to compel discovery. M&G
Polymers USA, LLC v. CSX Transp., Inc., NOR 42123, at 2 (Nov. 24, 2010); Potomac
Elec. Power Co. v. CSX Transp., Inc., 2 S.T.B. 290, 292 (1997). In addition to
showing that they are requesting information that is relevant, parties must
“demonstrate a real, practical need” for the requested information. Total
Petrochemicals USA, Inc. v. CSX Transp., Inc., STB Docket No. 42121, at 2 (served
Nov. 24, 2010); Coal Rate Guidelines, 1 1.C.C.2d 520, 548 (1985). This “real practical

need” standard means that discovery requests cannot be “used for a general fishing

8 See, e.g., Consumers Second Motion at 2 (claiming that motion should “be granted
in keeping with the Board’s policies on broad discovery practices because the
information sought is relevant to the matters in dispute in [the] proceeding”
(internal quotation marks omitted)).



expedition” and should not be used to seek “information that is available from
public records or through less intrusive means.”®

Consumers does not even try to meet this “real, practical need” standard, and
if it tried it would fail. Everything that Consumers possibly could need to argue that
CSXT is revenue adequate despite the Board’s annual determinations is already in
Consumers’ possession. CSXT’s financial performance is a mystery to no one. As a
subsidiary of the publicly traded CSX Corp., CSXT provides detailed annual and
quarterly reports on its financial performance to the investing public on Forms 10-K
and 10-Q, in addition to multiple other filings required by federal securities laws.10
Both the investing public and litigants like Consumers can have confidence in the
completeness and accuracy of these financial statements, which are audited by
independent public accountants. And as a Class I railroad, CSXT provides annual

and quarterly reports that provide even more detail on its financial standing,

9 See Duke Energy Corp. v. Norfolk So. Ry. Co., STB Docket No. 42069, at 4 (July 26,
2002) (“[D]iscovery requests must be narrowly drawn, directed toward relevant
issues, and not used for a general fishing expedition. Moreover, it is unduly
burdensome to require a party to produce information that is available from public
records or through less intrusive means.”); see also Trailer Bridge, Inc. v. Sea Star
Lines, LLC, STB Docket No. WCC-104, at 6 (served Oct. 27, 2000) (disallowing
discovery requests aimed at “arguably . . . admissible evidence” because there were
“less intrusive means” to discover such information and Board “will not facilitate an
unnecessary fishing expedition.”).

10 See Exhibit 1 at 7 (listing and providing access to required SEC filings on CSX’s
website). CSXT’s website makes STB filings available as far back as 2010; the
Securities and Exchange Commission’s EDGAR archive includes CSX Corp. SEC
filings as far back as 1994.



including R-1 Reports, quarterly Revenue, Expense, and Income reports, and
quarterly Condensed Balance Sheet reports.!!

If that is not enough, multiple stock market analysts regularly report on
CSX. CSX’s web site identifies 27 analysts who cover CSX.12 And CSX makes
available webcasts and presentations of past quarterly earnings calls to the public,
as well as multiple other reports and presentations at industry conferences and
other venues.!3

Moreover, before it filed this Motion to Compel, Consumers repeatedly
argued that objective, publicly available information should be used to demonstrate
revenue adequacy. As mentioned above, Consumers claimed just a few months ago
in this proceeding that it could use “ample public information” and “the public
record” to show that CSXT is revenue adequate. Reply to Motion to Dismiss at 2, 9.
And in Ex Parte 722 Consumers argued that “objective financial measures” derived
from publicly available financial statements should be used to assess revenue

adequacy.14

11 Public access to these reports and other financial filings are available on the
Board’s website at http://www.stb.dot.gov/econdata.nsf/AllData?OpenView.

12 Id. at 3-4 (screenshots of CSX webpages that include a list of outside analysts
that provide coverage of CSX and analyst findings).

13 Id. at 5, 9 (screenshots of CSX webpages that provide access to quarterly earnings
materials—including archived audio of earnings calls—and management
presentations).

14 See Joint Opening Comments of Western Coal Traffic League, Consumers Energy
Co., and South Mississippi Electric Power Ass’n, at 17, Ex Parte 722, Railroad
Revenue Adequacy (filed Sept. 5, 2014) (claiming that revenue adequacy could be
determined by “objective financial measures generally used to assess the viability of
business enterprises”).



The significant amount of objective financial information about CSXT that is
already available to Consumers provides a critical background to its claims that the
Board should allow further revenue adequacy discovery. Under Coal Rate
Guidelines and the long line of subsequent precedent applying the “real, practical
need” standard, Consumers has to show that the information it seeks is both
relevant and not otherwise available to Consumers. Consumers has not met this

standard for any of the discovery it seeks.

III. CONSUMERS MOTION SHOULD BE DENIED FOR EACH
RESPONSE IT SEEKS TO COMPEL.

A. Consumers’ Demand for Internal Documents Related to Cost of
Equity and Cost of Capital Is Irrelevant and Foreclosed By
Board Precedent.

Consumers first claims that CSXT should be required to produce any internal
calculations of its cost of capital or equity performed over the past 5% years. See
Second Motion to Compel at 3-6. This claim should be denied for three reasons.

First, the Board has repeatedly held that the appropriate cost of capital to
use in rate reasonableness cases is the industry-average cost of capital as calculated
by the Board, and that collateral attacks on the cost of capital methodology will not
be entertained in individual rate proceedings. Over 20 years ago in Nevada Power,
10 I.C.C.2d 259, 315, n.76 (1994), the ICC established a precedent for using the “rail
industry average cost of capital” because it “represents the cost of funds faced by the
SARR in the future.” Bituminous Coal — Hiawatha, Utah, to Moapa, Nevada, 10
I.C.C. 2d 259, 315 n.76 (1994). The use of industry-average cost of capital has since
become an established feature of rate litigation. See, e.g., West Texas Utilities Co. v.

Burlington Northern R.R. Co., 1 S.T.B. 638, 712 (1996); FMC Wyoming Corp. v.
9



Union Pacific R.R. Co., 4 S.T.B. 699, 845 (2000) (“As in prior SAC cases, we find
that it is appropriate to assume that the rate of return that the [SARR] would need
to earn is the railroad industry cost of capital.”).

While parties have occasionally attempted to challenge use of industry
average cost of capital in individual rate procéedings, the Board does not permit
collateral attacks on its cost of capital methodology in rate reasonableness cases.
See, e.g., AEPCO v. BNSF Ry. Co. & Union Pac. R.R. Co., STB Docket No. 42113 at
137 (served Nov. 22, 2011) (“It is not appropriate for a party in an individual rate
case to challenge the Board’s methodology for determining the industry cost of
capital.”); Western Fuels Ass’n v. BNSF Ry. Co., STB Docket No. 42088 at 23 (served
Feb. 18, 2009) (Board does “not generally consider collateral attacks on the cost-of-
capital methodology in the context of an individual rate case due to the settled
expectations our findings create.”).15 Because the information Consumers seeks
could only be used to collaterally attack the cost of capital calculations, the requests
are not reasonably calculated to lead to the discovery of admissible evidence.

Consumers’ attempts to defend its proposed collateral attack are without
merit. Consumers first cites a 20-year-old footnote that “other competent and
probative evidence relative to the carrier’s revenue adequacy may be submitted in

individual rate reasonableness proceedings,” but this footnote does not supplant the

15 See also FMC Wyoming Corp., 4 S.T.B. at 846 (rejecting complainant’s proposed
changes to the method of calculating the cost of capital because the rate case “is not
the place to present such an argument. [The Board] conduct[s] a rulemaking
proceeding annually to measure the railroad industry’s cost of capital and, if
[complainant] believes the longstanding process that [the Board] use[s] should be
changed, that argument should be raised in the annual rulemaking proceeding.”).

10



Board’s recent and repeated holdings forbidding collateral attacks on the industry
average cost of capital. Second Motion to Compel at 4 (citing Nevada Power, 6 1.C.C.
2d at 7 n.24). Consumers also claims that the Board’s prohibition on collateral
attacks on the cost of capital in rate proceedings should only apply to arguments
under the SAC constraint. See Second Motion to Compel at 5. But there is no
principled reason to make such a distinction. On the contrary, the Board has
recognized that the cost of capital finding will be used not only to make the annual
determination of railroad revenue adequacy, but will be “used in other Board
railroad proceedings, including, but not limited to, those involving the prescription
of maximum rate reasonableness rate levels.”16

Second, even if the Board were to allow such a collateral attack on the cost of
capital, that would only allow Consumers to propose its own alternative cost of
capital for revenue adequacy purposes. It surely would not authorize Consumers to
obtain discovery about any and every internal calculation CSXT has made since
2010 related to cost of capital or equity. The internal calculations that an individual
railroad might make when assessing its cost of capital or equity have no bearing on
the objective regulatory standard that the Board has adopted through notice-and-
comment rulemaking for use in rate reasonableness and other proceedings.

Third, the burden of complying with Consumers’s requests far outweighs any

supposed benefits from such discovery. Consumers’ assumption that “CSXT has a

16 Railroad Cost of Capital—2014, STB Ex Parte No. 558 (Sub-No. 18) (released
Feb. 11, 2015); see also Ratlroad Cost of Capital—2013, STB Ex Parte No. 558 (Sub-
No. 17) (same).
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discrete set of materials at the corporate level” that could respond to this claim has
no foundation in fact. On the contrary, CSXT expects that, if forced to comply with
Consumers’ requests, it would have to undertake significant and burdensome
inquiries and records searches even to identify what responsive information might
be available. In other words, this request (and other similar Consumers requests) is
drawn so sweepingly that responding would require CSXT to ask potentially dozens
of custodians about whether they are aware of potential responsive documents and
could require review of a large universe of documents simply to determine whether
CSXT possesses anything that might be responsive.
B. Consumers’ Vague Replacement Cost Interrogatories Have
Already Been Answered, and Consumers’ Apparent Desire for

More Details of CSXT’s Potential Revenue Adequacy Defense Is
Not Appropriate Discovery.

Consumers next asks CSXT to “clarify its definition of replacement costs for
purposes of its intended defense to Consumers’ revenue adequacy claim” by
expanding its answers to Consumers Interrogatories 20 and 21 and producing
documents subject to Request for Production 139. Second Motion to Compel at 8.
CSXT has already provided sufficient answers to these discovery requests, and
Consumers’ demand for additional data is an inappropriate attempt to force CSXT
to detail “its intended defense” before the filing of CSXT’s reply evidence.

Consumers Interrogatory 20 asked CSXT to explain how it uses replacement
costs in the regular course of business. CSXT responded that it calculates
replacement costs every time it replaces or upgrades a piece of railroad

infrastructure, and that Consumers could review the extensive capital spending

12



data produced by CSXT if it wanted information on the replacement costs of CSXT’s
infrastructure.l” Unsatisfied with this response, Consumers now claims that CSXT
‘1s required to further explain “the concept of Replacement Costs” and how such
costs are calculated and utilized if CSXT intends to argue that the Board should use
replacement costs when evaluating revenue adequacy. Second Motion to Compel at
7. Consumers’ request is both factually unnecessary and legally unsupportable.

As a factual matter, CSXT has explained in its response to Interrogatory 20
how it uses replacement costs in the regular course of business, and it has directed
Consumers to data in the discovery record regarding CSXT’s actual replacement
cost spending. CSXT further states that it does not maintain any datai)ase tallying
the overall replacement costs of the CSXT system in the ordinary course of
business. Moreover, CSXT has clearly explained its position on the use of
replacement costs for revenue adequacy purposes in Ex Parte 722, and Consumers
apparently understood CSXT’s position well enough to file Reply Comments in Ex
Parte 722 that responded to CSXT’s arguments. Even if Consumers were entitled to
pursue discovery directed toward CSXT’s “intended defense[s]’—and it most
certainly is not—it has sufficient information to understand CSXT’s position.

As a legal matter, of course, discovery intended to satisfy a party’s curiosity
about the other party’s intended evidentiary arguments is not appropriate. See
Minnesota Power, Inc. v. Duluth, Missabe and Iron Range Ry. Co., STB Docket No.

42038, at 4 (served May 11, 1999) (disallowing discovery requests that “appear to be

17 See CSXT Response to Interrogatory 20 (Appendix 2 to Consumers’s Second
Motion to Compel at pp. 5-6).

13



an attempt to preview the evidence that [a party] will submit in its case-in-chief”).18
If Consumers elects to pursue a revenue adequacy claim in its Opening Evidence
and if CSXT then elects in its Reply to introduce replacement cost arguments or
analyses, then Consumers may respond to that evidence in its Rebuttal. It is not
entitled to a preview of CSXT’s potential arguments.

The basis for Consumers’ inclusion of Interrogatory 21 and Request for
Production 139 in this Motion is unclear. Interrogatory 21 asked for a narrative
explanation of a sentence in CSXT’s annual report about Enterprise Asset
Management, which is a CSXT strategic initiative to encourage better asset
performance through measures like improved lifecycle management and better
maintenance strategies. CSXT responded to Interrogatory 21 and each of its
subparts, and Consumers does not identify what it thinks is deficient about those
responses or what possible relevance Enterprise Asset Management might have to
this case. Consumers similarly does not explain what documents it thinks ought to
have been produced under Request for Production 139, which is a generalized
request for documents identified in response to or relied upon in providing
interrogatory answers. The only documents CSXT identified or relied upon in these
discovery responses are the records of actual capital spending that CSXT has

already made available to Consumers.

18 See, e.g., Capitol Materials Inc. — Pet. for Declaratory Order — Certain Rates and
Practices of Norfolk S. Ry. Co., STB Docket No. 42068, at 4 (served Apr. 19, 2002)
(denying a motion to compel responses to discovery requests that were “designed to
identify and limit the scope of [the] case-in-chief in advance of [the] opening
statement”).

14



C. Consﬁmers’ Demand That CSXT Produce Communications
With Financial Analysts is Overbroad And Not Reasonably
Calculated to Lead to the Discovery of Admissible Evidence.

Consumers also asks CSXT to “describe in detail” over ten years of
discussions between CSXT personnel and equity and debt analysts or rating
agencies. Second Motion to Compel at 8. Consumers claims that it is not seeking
this discovery to obtain information on the “subjective beliefs of analysts,” but
instead is only interested in “objective information” about CSXT’s financial
performance that might have been discussed with analysts. Id. As such, this request
seeks information that duplicates the public record and it should be denied.

Any “objective information” on CSXT’s financial performance that CSXT
might have discussed with financial analysts is duplicative of information in the
public record. Indeed, CSXT would be legally prohibited from selectively disclosing
information to analysts that was not reflected in a public disclosure.!® Consumers
does not 1dentify anything in CSXT’s communications with analysts that would not
be reflected in its public disclosures, and Consumers plainly does not have a real
and practical need for discovery into analyst communications.

Moreover, forcing CSXT to search for information responsive to this
irrelevant Interrogatory would impose substantial and unwarranted burdens on
CSXT. ‘Consumers’ Interrogatory would have CSXT search for any evidence of

communications with any financial analyst or rating agency over the last ten and a

19 See 17 C.F.R. § 243.100 (“Whenever an issuer, or any person acting on its behalf,
discloses any material nonpublic information regarding that issuer or its securities
to any person described in paragraph (b)(1) of this section [including analysts], the
issuer shall make public disclosure of that information”).

15



half years and then review any such evidence for responsive information. This
would require CSXT to explore all potential communications with dozens of
analysts. As a Fortune 500 company, CSXT’s parent CSX Corp. is regularly
reviewed by independent analysts from 27 firms. See Exhibit 1 at 3. And CSX’s
credit rating is regularly reviewed by major credit rating agencies. As is common
among large entities being rated, CSX has regular communication with the rating
agencies. Because CSXT would be required to review so many potential
communications with so many analysts, the burden of complying with Interrogatory
22 vastly outweighs any supposed relevance.20

This burden is particularly unreasonable because any information relied
upon by analysts would be reflected in the reports that those analysts have
published in their coverage of CSXT. Consumers has not demonstrated any need for
discovery intended to seek out the bases of analyst opinions when those analysts in
fact have published their opinions of CSXT’s financial performance and prospects.
See McCarty Farms v. Burlington No., Inc., ICC No. 37809 (Feb 13, 1995) (“the
purpose of discovery is not to provide a party with information that is already in its
possession or readily available to it through other means”).

D. Consumers’ Demand for Information on CSXT’s Compensation
Programs Is Irrelevant and Duplicative of Public Information.

Consumers’ Interrogatory 23 seeks information on CSXT’s executive
compensation programs. This Interrogatory is utterly irrelevant, and even if it were

relevant it would duplicate information in the public record.

20 CSXT would be required to undertake this burdensome review even if that search
revealed little to no responsive information.

16



CSXT’s methodology for compensating executives has no relevance to
whether or not CSXT is revenue adequate and certainly has no bearing on a
determination of the reasonableness of the challenged rate. The only defense that
Consumers can muster for Interrogatory 23 is that “[e]xecutive compensation is
relevant to revenue adequacy to the extent that it is linked to a company’s financial
performance or to improvements in company or stockholder value.” Second Motion
to Compel at 10. But it is not the executive compensation methodology that is
potentially relevant to revenue adequacy. It rather is the “company’s financial
performance” or the “improvements in company or stockholder value” that is
potentially relevant—and both of those factors are available from publicly available
data. The fact that executive compensation is tied to financial performance does not
provide an excuse for Consumers to seek discovery of an executive compensation
program that itself contains no unique information that could be relevant to a
revenue adequacy presentation.

In any event, the methodology underlying CSXT’s executive compensation
program is a matter of public record. For example, CSXT’s 2015 Proxy Statement
includes 26 pages of information describing and analyzing the principles of CSXT’s
executive compensation programs, how those principles are applied, and how
CSXT’s compensation programs are designed to drive performance. See CSXT's
Exhibit 2 (2015 Proxy Statement). The information includes detailed explanations
of CSXT’s long term and short term incentive compensation payouts and its

Management Incentive Compensation Plan (“MICP”). See id. at 34-59.

17



Consumers grudgingly acknowledges that most of the information requested
in Interrogatory 23 is included in CSXT’s SEC filings, but claims that it still needs
additional information, including what benchmarks CSXT used to determine return
on assets. See Second Motion at 10. While CSXT does not agree that this
information has even the slightest relevance to this case, Consumers is wrong that
it is not included in CSXT’s SEC filings. CSXT’s 2015 Proxy Statement contains a
detailed explanation of the calculations used to determine return on assets (“ROA”):

ROA will be calculated using tax-adjusted operating income divided
by net property, excluding non-recurring items, as disclosed in the
Company’s financial statements. The tax-adjusted operating income
will use a flat 38% tax rate to eliminate volatility of one-time tax

issues. Net property is calculated by subtracting accumulated
depreciation from gross property.

Exhibit 2 at 46.

Interrogatory 23 seeks information that is both completely irrelevant to this
proceeding and readily available in CSXT’s SEC filings. Consumers’ motion to
compel a further response to Interrogatory 23 should be denied.

E. Consumers’ Demand for More Forecast Data Than It Has

Already Received Is Not Reasonably Calculated to Lead to the

Discovery of Admissible Evidence And Irreconcilable With
Consumers’ Own Refusal to Produce Additional Forecast Data.

Consumers Interrogatory Number 24 requests “any corporate or enterprise-
level projections . . . of CSXT’s future annual revenues, costs, earnings, profits,
operating ratios, return on investment, return on invested capital and/or return on
equity for any time period(s) subsequent to December 31, 2014.” Second Motion to
Compel Appendix 1 at 7. CSXT pointed out in its response that it had already

produced the most recent version of CSXT’s strategic plan, which is the forecast

18



used by CSXT in the regular course of business and which projects revenue and
volume growth at both an industry-wide and customer-specific level. Id. Appendix 2
at 8-9. Consumers’ Motion to Compel objects that this is insufficient and demands
production of any document showing a projection of “annual revenues, costs,
earnings, profits, operating ratios, return on investment, return on invested capital
and/or return on equity.” Second Motion at 11. This sweeping and self-evidently
burdensome request should be denied, for three reasons.

First, Consumers has failed to articulate any real, practical need why the
extensive financial information that CSXT has made available to the investing
public combined with the detailed strategic plan that Consumers has already
received are not sufficient for whatever arguments Consumers wishes to make.
Consumers claims that CSXT’s first quarter earnings release included decisions on
dividend payouts and stock repurchases, and that these decisions indicate that
CSXT must have produced some internal projections of future expenses to support

those decisions. But Consumers ignores the fact that the very same earnings release

included information on CSXT’s future expense expectations. See Ex. 3 at Slide 8
(CSXT First Quarter 2015 Earnings Conference Call Presentation). Consumers has
not shown how the information available to it—which includes detailed financial
reporting, an internal strategic plan, and multiple analyst projections—is not more
than adequate for use in assessing revenue adequacy.

Second, even if CSXT had the forecasts of “associated costs” in which

Consumers is so interested, information on railroad internal costing systems is not
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discoverable for any purpose in rate reasonableness cases. See, e.g., Total
Petrochemicals USA, Inc. v. CSX Transp., Inc., STB Docket No. 42121, at 3-4

(Dec. 22, 2010); Potomac Elec. Power Co. v. CSX Transp., Inc., 2 S.T.B. 290, 292-94
(1997). Moreover, the Board has adopted hybrid RCAF-A/RCAF-U by rule as a cost
projection methodology for use in rate reasonableness cases—a decision that casts
serious doubt on the admissibility of any cost forecasts that might depart from that
methodology. See Major Issues in Rail Rate Cases, STB Ex Parte 657 (Sub-No. 1), at
43 (Oct. 30, 2006)

Third, Consumers’ claim that production of CSXT’s strategic plan is not
sufficient to satisfy its discovery obligations is diametrically opposed to the position
Consumers itself has taken when resisting discovery in this case. Consumers
refused to comply with CSXT’s requests for documents analyzing the potential risk
that environmental regulations could have on future coal production, claiming that
production of its standard forecast was all that was required and should preclude
discovery of any other forecast information.2! Having refused to do anything but
produce its standard forecast to CSXT, Consumers cannot now claim that CSXT
should produce more than the CSXT strategic plan that it already has produced.

Fourth, the burden of producing any such documentétion on CSXT would far

exceed any purported benefit Consumers thinks it might receive. 22 As with

21 See Consumers Reply to CSX Motion to Compel at 9-10 (filed Apr. 13, 2015)
(“claiming that production of its standard forecast ‘completely satisfies any
legitimate interest that CSXT may have.” (emphasis in original)).

22 Waterloo Ry. Co. — Adverse Abandonment — Lines of Bangor & Aroostook R.R. Co.,
STB Docket No. AB-124 (Sub-No. 2) at 2 (Nov. 14, 2003) (noting that discovery “may
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Consumers’ other broadly drawn discovery requests, its demand for “any”
documents created over the past three and a half years that make any financial
projections for CSXT would require extensive inquiries and searches for every CSXT
employee who might have developed or used any such projections at any point since
2012. Consumers’ blithe statement that such data “should not be burdensome to
produce” cannot be reconciled with the unreasonably broad scope of its
mterrogatory. Second Motion at 12.

F. CSXT Has Fully Answered Interrogatory 25, and Consumers’

Demand for Additional Information Is Not Reasonably
Calculated to Lead to the Discovery of Admissible Evidence.

Consumers Interrogatory 25 asked CSXT to confirm that certain short line
railroads were consolidated in its pre-2012 R-1s and not consolidated in more recent
R-1s and to “explain the basis” for the change. Second Motion Appendix 1 at 7.
CSXT responded by referring Consumers to the R-1s themselves, which clearly
show that the subject entities were removed from CSXT’s consolidated R-1
beginning in 2012 and that the change was made in accordance with the
consolidated reporting standards set forth in STB Ex Parte No. 634. See Second
Motion Appendix 2 at 9; CSXT 2012 R-1 at 25 (1dentifying affiliates that were
“[r]lemoved from consolidated R-1 reporting and treated like an equity method

investment which is consistent with Ex Parte No. 6347).23

be denied if it would be unduly burdensome in relation to the likely value of the
information sought”).

23 See also Proposal to Require Consolidated Reporting by Commonly Controlled
Railroads, STB Ex Parte No. 634, at 2 (Oct 31, 2001) (“consolidated reports should
be required for each group of railroads (or railroad-related affiliates) that operate as
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Nothing more was required to answer the interrogatory (which had little
conceivable relevance to this case in the first place). Unsatisfied, Consumers
suggests that a further explanation is relevant because the change may have been
made to affect CSXT’s “revenue adequacy status.” Second Motion to Compel at 13.
This is utter nonsense. CSXT’s R-1 reporting is governed by specific reporting
regulations that allow for little to no railroad discretion, is closely monitored by
Board staff, and is audited by independent accountants. Consumers’ claim that it is
entitled to detailed explanations of how three short line railroads were treated in
historical R-1s is baseless, grossly over-reaching, and should be denied.

G. Consumers’ Demand for Additional Information on CSXT Stock

Repurchases Is Not Reasonably Calculated to Lead to the
Discovery of Admissible Evidence.

Consumers Interrogatory 26 is yet another example of Consumers posing a
question, being referred to information already in the public domain, and now
attempting in vain to find some justification for compelling further discovery despite
that public information. Here, Consumers asked CSXT to “describe the purposes
and objectives of CSXT stock repurchases” since 2010. Second Motion Appendix 1 at
8. CSXT referred Consumers to the public statements it has made in connection

with each share repurchase program.24 Second Motion Appendix 2 at 10.

a single, integrated United States rail system whose cumulative operating revenues
meet the Class I threshold”).

24 For example, CSXT’s most recent share repurchase program was announced in a
press release, detailed in its quarterly earning presentation, and discussed on the
quarterly earnings call that is archived on CSXT’s website.
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Unsatisfied with this publicly available information, Consumers demands
that CSXT also produce the “underlying analysis” for its stock repurchase plans, an
undefined term that Consumers apparently intends to encompass all work that may
have been conducted in connection with each stock repurchase plan. Second Motion
at 13. Consumers claims that such materials must be produced because they might
encompass “matters that bear on CSXT’s financial health and revenue adequacy.”
Id. This is yet another iteration of Consumers’ attempt to discover “relevant”
information for which it lacks any real, practical need. For while it is certainly true
that the internal analyses conducted in connection with past decisions to initiate
share repurchase programs would have encompassed information on CSXT’s
financial performance, Consumers cannot make any showing that the information
in these historical analyses “that bears on CSX’s financial health” is any different
than the information on CSXT’s financial performance that is now public.

As a publicly traded company that reports quarterly earnings, any internal
analysis that CSX makes of its financial performance necessarily is based on
financial performance information that soon will be made available to the public.
Consumers thus cannot demonstrate any “real, practical need” for requiring CSXT
to supplement its publicly released financial results with past internal analyses.

H. Consumers’ Request for Internal CSXT Assessments of Revenue

Adequacy Is Irrelevant and Seeks Information That Is Plainly
Protected Work Product.

The final topic of Consumers’ Second Motion to Compel is its request for “any
internal assessments made by or for CSXT as to whether the Company meets the
Revenue Adequacy Criteria” of 49 U.S.C. § 10704(a)(2). Consumers asserts that
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such assessments would be relevant not because they might include information on
CSXT’s financial performance that is not publicly available, but rather because they
might show “whether CSXT actually considers itself to be revenue adequate.”
Second Motion at 14. But of course a railroad’s internal assessment of how it feels
about revenue adequacy is wholly irrelevant to any revenue adequacy analysis. The
Board utilizes objective—not subjective—measures to assess the reasonableness of
rates, and a party’s opinion about whether or not a railroad satisfies the statutory
criteria of 49 U.S.C. § 10704(a)(2) 1s inconsequential.

Even if internal revenue adequacy assessments were relevant (and even if
CSXT had conducted such assessments), any such documents would be privileged
under the work product doctrine. Consumers attempts to muddy the waters by
- saying that CSXT’s assessments of its “the basic financial health” would not be
work product. Second Motion at 14. But Consumers did not ask for assessments of
CSXT’s basic financial health—it asked for internal analyses of whether CSXT
satisfied the criteria of a statutory standard that can trigger rate reasonableness
liability. Had CSXT conducted any such analyses, they would have been completed
to assist CSXT regarding its position in the event of a legal challenge under that
constraint. Any such documents likely would have been prepared in anticipation of
litigation and thus would be protected work product. Consumers’ claim that no
analyses could qualify as work product before Consumers filed its Complaint is

nonsense. Documents that are prepared in anticipation of litigation may still be
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protected under the work product doctrine—regardless of whether a specific claim
has yet been filed.25

IV. CONCLUSION.

For the reasons stated above, Consumers’ Second Motion to Compel should be

denied in its entirety.

Respectfully submitted,

A )

Peter J. Shudtz G. Pafal Moates

Paul R. Hitchcock Raymond A. Atkins
John P. Patelli Matthew J. Warren

CSX Transportation, Inc. Sidley Austin LLP

500 Water Street 1501 K Street, N.W.
Jacksonville, FL. 32202 Washington, D.C. 20005

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

Counsel to CSX Transportation, Inc.

Dated: July 6, 2015

25 In re Sealed Case, 146 F.3d 881 (D.C. Cir. 1998) (finding that the work-product
privilege protects documents created where no specific claim has yet arisen).
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Analyst Data (Note: 17 different measures are available for view e.g., earnings per share; GAAP

earnings per share; net asset value).

http://investors.csx.com/phoenix.zhtml?¢c=92932&p=irol-estimates

S
AR Rageriey
v Armiqd Coveage & Commema
S et Commroua (Fire Cwil|
* Eiok ndzrasan
Cummmry G Vsers
Arrunl mwra
5T R
Socw Msss Daccacrs
i Smmzen
Lipcormieg Sewrty
B ]
£ Chrmet Stk Prrchss: Pl
* Fmgueesy Sac oo
Anrual Maming of Shemecican

* Corporis Goverans

= Trint Tage
iriihin

] A== Teaca

N

& Covtmcty

B sreecm Ten srem

T rwncrw s

T g a0 denaepiy. ol 0E-ISIH Cormmcria | Cild ga Wisadicz haciky Geaver

ABcuL C3X Rcaporaibility Cunlomera Comrunily m izriing of CEX

analyst ConesnaLes

Emeseees

Anslyst Forecasts -

Frracal I'srod Mwsn Hgh Low Medwm  Actbshesss SUp  Sdcem Nman % Crecge
Anecml Dac 17 i3 Z7E 23 23 - ' . 351
Ao - 234 zm zm 22 = 0 1 ¥ ]
Anecml D 12 im T LR 2 = 0 =
=2 A L. O TR T L' = 0 " ET 1]
Sy Seg 12 LA D3 04E =4 FR 0 -
oy Dac 18 LA LB 3 4 1 vaz
Cumrimty W 18 o 5 o 4 = o 2 3.7z
Long Tarm Grow EEl B TED 2 ] z e
[ oeme- |
- ] SuTpTem % Chmsge
132 !
oz Las
D4 LEH
n4E oz
nes aw
154 am
173 1.7

£ Growss Heses

1E

134

a-

A ' .
il

| EIEH | | E | |
Fro 1T.m 1252 1.004 EYUETD as a3 .o
Fr mr 1|z LEs s 1o 1803 OLET4
L] 1am 1447 10096 EYZETT 1Z4T 1280 1008


http://investors.csx.com/phoenix.zhtml?c=92932&p=irol-estimates

Quarterly Earnings Materials (Note: Materials for the previous six years are
available on CSX’s site).
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Annual Materials (Note: Materials for the previous nine years available on CSX’s site).
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n February 2014, CSXT submitted revised R-1s for fiscal years 2011 and 2012, Gains on the sake of land are now reperted in
miscellaneous income while all other real estate gains are reported in sccumulated deprecistion. Additionally, these reports were
revised for 2 prior period revenue adjustment that impacted both years.

n July 2014, CSXT submitted revised 2013 FTC supplemental schedules (PTC 330, PTC 332, FTC 335, PTC 3528, FTC 410, and
PTC 7105) which are included in the 2012 R-1.



SEC Filings (Note: Materials available for the previous six years is available on CSX’s site).
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Management Presentations (Note: Earnings Presentations; Analyst Transportation Conferences;
and Investors Conferences, Analyst Calls, and Shareholder Meetings materials all available for
the previous seven years).
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Subset of Industry Data Available on STB Website
http://www.stb.dot.gov/stb/industry/econ_reports.html
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A1 Schedule 250 Is uesd to develop retum an Imvesiment far consokdzled rallraad eysiems for
uge In revenue adequacy eterminations. For more Information, plesse contact Pedro Ramirez a1
{202) 245-0333 or at economic.datafSEtn.dol.gow.

Form STB-34 - Annual Report of Cars Loaded and Cars Terminated

All Class | raloads are required to submi to the Surface Traneporiatian Baard (STE} an Annual
Report of Care Loaded and Care Tarminated (Formr STE-54). Form ST5-54 requires Claee |
rafiraade 1o report the number of care joaded and fermdnated, by car type, during each calendar
year and is due 20 daye aher the end of the repoeting year (March 31). The data are required to
support the Unifarm Ralimad Costing Systam (WRCS). URCS s the STH's genaral purpose ralimad
coeting eystem which Is used 1o davalop estimates of Clase | ralroad costs for 3 varlety of 8T8
funchons. For more information, please conlact Pedro Ramirez at (202) 24540333 or at

eponomis. dalafmetn. dobgoy, Clck nera i visw.

Annual Compilation of Wage 5tatistics of Class | Railroads in the United States
Annuai Comipliation of Wage Statistics of Class | Raroads In e Unltad Statee ks 3 compliation of
e number of employeee, sarvice hours, compensation, and milkage run of Class | ralkoade 16
avaliable anling.

Quarterly Selected Earnings Report

The Selecled Earnings Data report 16 complied guartery from Class | raliroad quanerly reporis
(Form RE&I and Form CES) and complies eaminge dat3 an both 3 quaneny and year-to-gate basls
far all Class | rafiroads and (& avaliable an fine. This Information conelets of raflway oparating
revenues, nat ralway operafing income and net income ablained from the "Cuarterdy Report of
Revenues, Expenees & Income - Ralloads™ (Farm RE & [} The repart also Msplays revenue 1on
miles of freight catained from the “Quanedy Condenssd Galance Shael - Rallroads™ (Quartary
Seiactad Eaminge).

Guarterly Revenue, Expense and Income (RE&I)

This 16 & report of raliroad operating revenues, operaiing expens2e and Income iteme. Thie repor
discloses net rallway aperating Income on 3 gquariedy and year-to-date basle for the current and
priar year. The repor s not verifled by the STEB. The quarterly data are avallable hare from 204 1.

Guarterly Condensed Balance Sheet [CES)

This ehows the balance at the end of each quaner for the cument and priar year of the ralkoad's
3EEats and llablities; groes caphsl expendituras am quarterly and cumulative bases for tha curmant
and priar year; and revenue 1ONE 0N quartery and cumuistive baees for the current and prar year.
This repart ks rof verilied by the STE. The guarteny data are avallatie here fram 2011

Annual and Quarterly Freight Commedity Statistics (QC 5)

This reporls car loadings and ioial revenues by commodity code far each commodity fransporied
oy a partcular raliroad during the reporting period. It i based on infarmation contained in Waytilis
used by rafirads in the ordinary course of business. The repor |8 not verifad by the STS. The
quarterly and annual Fresghd Commedity Statislics are avalabda hera from 151 C4r. 2011 and later.

Guarterly Wage Form AR B

This shows e number of empioyees, servdce haurs and compensation, by employee group
(execufive, professional, malinmenance-of-way, equipment and fransgonation) of reporting raliroads.
This repart ks mot versfiad by the STE. The quartery and annual data are avallable kere from 2011.
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environment.”

March 25, 2015

Dear Fellow Shareholder:

| am pleased to invite you to join the CSX Board of Directors,
senior management and your fellow shareholders at our 2015
Annual Meeting of Shareholders (the “Annual Meeting”) on
Wednesday, May 6, 2015 at The Jefferson Hotel, 101 West
Franklin St., Richmond, Virginia 23220.

The attached Notice of Annual Meeting of Shareholders and
Proxy Statement include information about the matters to be
voted upon at the Annual Meeting. Proxy materials for the
Annual Meeting and our 2014 Annual Report to Shareholders,
which includes CSX Corporation’s (“CSX” or the “Company”)
audited financial statements and additional information about
our business, are also available online to offer additional means
for our shareholders to review important Company information
and reduce the environmental impact of the Annual Meeting.

In 2014, CSX faced challenges and opportunities that
reinforced the importance of the freight rail industry in
supporting the global supply chain and American
competitiveness. Epic winter weather early in the year was
followed quickly by an unexpected surge in freight volume that
strained resources across all modes of transportation. The
demand for CSX services reminded us that the economic and
environmental benefits of the freight rail network increasingly
serve a country with a growing population and a critical need
for transportation infrastructure.

To continue delivering those benefits and creating value for its
shareholders, CSX has aligned its growth and investment with
opportunities in energy, manufacturing, agriculture and global
commerce. As a result, the Company is generating record
results by leveraging the most diverse business mix in its history
with new opportunities across nearly all of the markets it serves.

CSX is focused on executing its core strategy of delivering
service excellence to customers, which drives the Company’s

“CSX continues to focus on executing its core

strategy and creating new opportunities within its
diverse business portfolio to create sustainable value
for shareholders in an evolving business

ability to grow its merchandise and intermodal businesses
faster than the economy, price above inflation and continue to
generate improvements in asset utilization. The financial results
of 2014 are continued evidence that the company’s
employees, core strategy and diverse business portfolio can
create sustainable value for shareholders in an evolving and
challenging business environment.

CSX also remains committed to sound corporate governance
and leadership practices, including continuous board and
management succession planning. In this regard, the Board of
Directors will ask shareholders to elect two new directors at this
year’'s Annual Meeting: Oscar Munoz, our President and Chief
Operating Officer, and David M. Moffett, an independent
director nominee. We believe their skills, insights and
backgrounds will further strengthen CSX’s Board. These
nominations will fill two vacancies. Due to competing business
demands, Gilbert H. Lamphere will not stand for re-election at
this year’s Annual Meeting and Congressman J.C. Watts
resigned from the Board in 2014. Mr. Lamphere and
Congressman Watts both served CSX as Board members with
distinction, and the Board is grateful for their wisdom and
dedicated service over the years.

We hope that you will participate in the Annual Meeting, either
by attending to vote in person or by submitting your proxy via
the Internet, by phone, or by signing, dating and returning the
enclosed proxy card (or voting instruction form, if you hold
shares through a broker). Please review the instructions on
each of your voting options described in this Proxy Statement
as well as in the Notice of Internet Availability of Proxy Materials
you received in the mail or via email.

On behalf of the Board of Directors, our management team and
our 32,000 CSX colleagues around the country, thank you for
your investment in CSX. | look forward to seeing you at the
Annual Meeting.

Sincerely,

/%éh'ul Wad

Michael J. Ward
Chairman of the Board and Chief Executive Officer

[csx] 20715 Proxy Statement 1



PARTICIPATE IN THE FUTURE OF YOUR COMPANY,
VOTE NOW.

To play a part in the future of your Company, it is very important that you vote. Based on New York Stock Exchange
(“NYSE”) rules, if your shares are held through a broker, bank or other nominee, they cannot vote on your behalf on non-
discretionary matters.

Please cast your vote as soon as possible on all of the items listed below to ensure that your shares are
represented.

Proposals that Require your Vote

Board Unvoted Votes required
recommendation broker shares Abstentions for approval

PROPOSAL 1 Election of Directors FOR each nominee | Do not count
PROPOSAL 2 Ratification of Accounting Firm FOR Discretionary vote
PROPOSAL 3 Advisory vote on Executive Compensation | FOR Do not count Do not count Majority of votes
PROPOSAL 4 Re-approval of Performance Measures FOR Do not count for any matter cast for all matters

under the 2010 CSX Stock and Incentive

Award Plan

Voting Options

Even if you plan to attend our Annual Meeting in person, please read this Proxy Statement with care, and vote using any of

the following methods. In all cases, have your proxy card or voting instruction form in hand and follow the
instructions.

By internet using a computer By internet using a smartphone or tablet By telephone By mail
-
Visit 24/7 Scan this QR code 24/7 Dial toll-free 24/7 Sign and date your
WWW.proxyvote.com to vote with your mobile device 1-800-690-6903 proxy c_ard or voting
(may require free software) instruction form and
send by mail

Visit our Annual Meeting Website

<

Visit our Annual Meeting website

¢ Review and download easy to read, interactive versions of our Proxy Statement and 2014
Annual Report

e Sign up for future electronic delivery to reduce our impact on the environment

Attend our 2015 Annual Meeting of Shareholders

10:00 a.m. (EDT) on Wednesday, May 6, 2015
The Jefferson Hotel

101 West Franklin St.

Richmond, Virginia 23220

2 [csx] 2015 Proxy Statement
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Notice of 2015 Annual Meeting
of Shareholders

To Our Shareholders:

The Annual Meeting of Shareholders (the “Annual Meeting”) of CSX Corporation (“CSX” or
the “Company”) will be held at 10:00 a.m. (EDT) on Wednesday, May 6, 2015 at The
Jefferson Hotel, 101 West Franklin St., Richmond, Virginia 23220 for the purpose of
considering and acting upon the following matters:

1. To elect the 13 director nominees named in the attached Proxy Statement to the Company’s Board of
Directors;

2. To ratify the appointment of Ernst & Young LLP as the Independent Registered Public Accounting Firm
for 2015;

3. To vote on an advisory (non-binding) resolution to approve compensation for the Company’s named
executive officers;

To re-approve the performance measures under the 2010 CSX Stock and Incentive Award Plan; and

To transact such other business as may properly come before the Annual Meeting or any adjournment
or postponement thereof.

The Board of Directors recommends a vote FOR each director nominee in item 1 and FOR items 2, 3 and 4.
The persons named as proxies will use their discretion to vote on other matters that may properly come
before the Annual Meeting.

The above matters are described in the attached Proxy Statement. You are urged, after reading the
attached Proxy Statement, to vote your shares by proxy using one of the following methods: (i) vote by
telephone or via the Internet; or (i) if you requested printed proxy materials, complete, sign, date and return
your proxy card or voting instruction form if you hold your shares through a broker, bank or other nominee in
the postage-paid envelope provided.

Only shareholders of record at the close of business on March 6, 2015, which is the record date for the
Annual Meeting, are entitled to vote, either by proxy or by ballot. The Notice of Internet Availability of Proxy
Materials is being mailed to those shareholders on or about March 25, 2015.

By Order of the Board of Directors,

L A

Ellen M. Fitzsimmons
Executive Vice President-Law and Public Affairs
General Counsel and Corporate Secretary

[csx ] 20715 Proxy Statement 3
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Proxy Summary

This summary highlights information contained elsewhere in this Proxy Statement. This summary does not contain all
of the information that you should consider, and you should read the entire Proxy Statement carefully before voting.
For more complete information regarding the Company’s 2014 performance, please review the Company’s Annual
Report on Form 10-K for the fiscal year ended December 26, 2014 (the “2014 Annual Report’).

Important Notice Regarding the Availability of Proxy Materials for the Annual Meeting to be Held on May 6, 2015.
This Proxy Statement and the 2014 Annual Report are available at www.proxyvote.com.

Annual Meeting of Shareholders
e Date and Time: Wednesday, May 6, 2015 at 10:00 a.m. (EDT)

* Place: The Jefferson Hotel
101 West Franklin St.
Richmond, Virginia 23220

Eligibility to Vote

You can vote if you were a shareholder of record at the close of business on March 6, 2015, which is the record date
for the Annual Meeting.

How to Cast Your Vote
You can vote by any of the following methods:

e Completing, dating, signing and returning your proxy
or voting instruction card on or before May 6, 2015; or

e Internet (www.proxyvote.com) until 11:59 p.m. EDT
on May 5, 2015;

e Telephone (1-800-690-6903) until 11:59 p.m. EDT on
May 5, 2015;

e |n person, at the Annual Meeting.

Business Highlights for 2014 (for more detalil, please see the 2014 Annual Report)

CSX’s performance in 2014 illustrated the underlying
strength of the Company’s business, as well as its ability
to deliver value for customers and shareholders, while
preparing for long-term growth. Despite substantial gains
in the Company’s intermodal and merchandise business,
significant declines in coal volumes impaired top-line
growth for the year. Nevertheless, CSX delivered a

Voting Matters and Board Recommendations

Agenda Item

Company-record operating income of $3.613 billion for
2014. In addition, CSX returned approximately $1.15
billion to shareholders in the form of dividends and share
repurchases, while delivering a total shareholder return of
32% for fiscal year 2014, compared to a total
shareholder return of 11% for the S&P 500.

Board Vote Recommendation

1. Election of Directors

2. Ratification of Appointment of Ernst & Young LLP as the
Independent Registered Public Accounting Firm for 2015

3. Advisory Vote to Approve Executive Compensation

4. Re-approval of the Performance Measures Under the CSX 2010
Stock and Incentive Award Plan

FOR
each director nominee
FOR
FOR

FOR

6 [csx] 20715 Proxy Statement




Proxy Summary

Board Nominees

Independent

Committee
Name Director since Yes No Memberships Other Public Company Boards
Donna M. Alvarado 2006 X e Audit e Corrections Corporation of America
e Compensation e Park National Corporation
John B. Breaux 2005 X e Governance e | HC Group, Inc.
e Public Affairs (Chair)
e Executive
Pamela L. Carter 2010 X ® Governance e Spectra Energy Corporation
e Public Affairs
Steven T. Halverson 2006 X e Audit
e Compensation (Chair)
e Executive
Edward J. Kelly, Il 2002 X e Governance (Chair) e XL Group plc
e Compensation e MetLife Inc.
e Executive
John D. McPherson 2008 X e Finance
e Public Affairs
David M. Moffett — X e eBay Inc.
e CIT Group Inc.
e Genworth Financial, Inc.
Oscar Munoz — X e United Continental Holdings, Inc.
Timothy T. O’'Toole 2008 X ® Finance e FirstGroup plc
® Governance
David M. Ratcliffe 2003 X e Finance (Chair) e SunTrust Bank
e Public Affairs
e Executive
Donald J. Shepard 2003 X e Audit (Chair) e The PNC Financial Services Group, Inc.
e Compensation ¢ Travelers Companies, Inc.
® Executive
Michael J. Ward 2003 X e Executive (Chair) e Ashland Inc.
J. Steven Whisler 2011 X e Audit e Brunswick Corporation

e Compensation

e |nternational Paper Co.

Corporate Governance Highlights

Directors elected annually

Independent presiding director

Policy prohibiting hedging and pledging by directors and executive officers

All directors attended 75% or more of the Board and Committee meetings in 2014

Audit, Compensation and Governance Committees comprised solely of independent directors

Stock ownership guidelines for directors

Mandatory director retirement age

Majority voting standard and resignation policy

Executive sessions of independent directors at all regular meetings

R X X X X X | X
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Proxy Summary

2014 Target Compensation Mix for Named Executive Officers

Information regarding the compensation mix for the Chief Executive Officer (“CEQ”) and each of the other executive
officers named in the Summary Compensation Table (“Named Executive Officers” or “NEOs”) is set forth below. The
tables indicate that 69% of the CEQ’s compensation and an average of 64% of the other Named Executive Officers’
compensation is at risk and subject to the achieverment of one or more performance goals.

2014 CEO TARGET COMPENSATION MIX 2014 NEO TARGET COMPENSATION MIX
(EXCLUDING CEO)

13%
18% "— 15%
15%

@ Salary @RSUs @ Short-term Incentive @ LTIP

Executive Compensation Highlights

The table below highlights the 2014 compensation for the Named Executive Officers as disclosed in the Summary
Compensation Table.

Change in
Pension Value
and Nonqualified

Non-Equity Deferred
Incentive Plan Compensation All Other
Stock Awards Compensation Earnings Compensation

Michael J. Ward $ 1,200,000 $ 6,962,613 $ 1,843,200 - $ 62,276 $ 10,068,089
Chairman, President and CEO()
Oscar Munoz $ 750,000 $ 1,989,315 $ 783,000 $ 200,233 $ 52,998 $ 3,775,546
Executive Vice President and
COOM
Fredrik J. Eliasson $ 550,000 $ 1,989,315 $ 603,900 $ 874,385 $ 23,394 $ 4,040,994
Executive Vice President and
CFO
Clarence W. Gooden $ 650,000 $ 1,989,315 $ 678,600 $ 205,109 $ 52,495 $ 3,575,519
Executive Vice President and
CCO
Ellen M. Fitzsimmons $ 550,000 $ 1,491,993 $ 510,400 $ 953,502 $ 34,971 $ 3,540,866

Executive Vice President,
General Counsel, and
Corporate Secretary

(1) On February 11, 2015, Mr. Munoz was appointed President and Chief Operating Officer of CSX Corporation. Mr. Ward, who previously held the title of President, remains
Chairman of the Board and Chief Executive Officer.
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Proxy Summary

Stock Performance Graph

The cumulative shareholder returns, assuming reinvestment of dividends, on $100 invested at December 31, 2009 are
illustrated on the graph below. The Company references the Standard & Poor’s 500 Stock Index (“S&P 5007), which is
a registered trademark of the McGraw-Hill Companies, Inc., and the Dow Jones U.S. Transportation Average Index
(“DJT”), which provide comparisons to a broad-based market index and other companies in the transportation
industry. As shown in the graph, CSX’s five-year stock returns significantly outpaced those of the S&P 500.
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PROXY STATEMENT FOR 2015 ANNUAL MEETING OF
SHAREHOLDERS

ABOUT THE ANNUAL MEETING
What is the purpose of the Annual Meeting?

At our Annual Meeting, shareholders will act upon the matters outlined in the Notice of Annual Meeting of Shareholders
above, including the election of the 13 director nominees named in this Proxy Statement, the ratification of the selection of
the Independent Registered Public Accounting Firm (the “Independent Auditors”) of CSX, the consideration of an advisory
(non-binding) vote on executive compensation and the re-approval of the performance measures under the 2010 CSX Stock
and Incentive Award Plan.

When and where will the Annual Meeting be held?

The Annual Meeting will be held at 10:00 a.m. (EDT) on Wednesday, May 6, 2015 at The Jefferson Hotel, 101 West Franklin
St., Richmond, Virginia 23220. The facility is accessible to persons with disabilities. If you have a disability, we can provide
assistance to help you participate in the Annual Meeting upon request. If you would like to obtain directions to attend the
Annual Meeting and vote in person, you can write to us at CSX Corporation, Office of the Corporate Secretary, 500 Water

Street, C160, Jacksonville, FL 32202, or call us at (904) 366-4242.

Why did | receive a notice in the mail regarding the Internet availability of
proxy materials instead of a full set of proxy materials?

In accordance with rules adopted by the Securities and
Exchange Commission (the “SEC”), we may furnish proxy
materials, including this Proxy Statement and our 2014
Annual Report, to our shareholders by providing access to
such documents on the Internet instead of mailing printed
copies. Most shareholders will not receive printed copies of
the proxy materials unless requested. Instead, the Notice of
Internet Availability of Proxy Materials (the “Notice”), which

was mailed to most of our shareholders, instructs you as to
how you may access and review all of the proxy materials
on the Internet. The Notice also instructs you as to how you
may submit your proxy on the Internet. If you would like to
receive a paper or email copy of our proxy materials, you
should follow the instructions for requesting such materials
in the Notice.

How do | get electronic access to the proxy materials?

The Notice provides you with instructions on how to:

e View CSX’'s proxy materials for the Annual Meeting on
the Internet; and

e Instruct CSX to send future proxy materials to you
electronically by email.

Choosing to receive your future proxy materials by email will
save us the cost of printing and mailing documents to you

Who is soliciting my vote?

The Board of Directors of CSX (the “Board”) is soliciting your
vote on matters being submitted for shareholder approval at
the Annual Meeting. CSX will pay the costs of preparing
proxy materials and soliciting proxies, including the
reimbursement, upon request, of trustees, brokerage firms,
banks and other nominee record holders for the reasonable

10 [Csx] 2015 Proxy Statement

and will reduce the impact of the printing and mailing of
these materials on the environment. If you choose to receive
future proxy materials by email, you will receive an emalil
next year with instructions containing a link to those
materials and a link to the proxy voting site. Your election to
receive proxy materials by email will remain in effect until
terminated.

expenses they incur to forward proxy materials to beneficial
owners. In addition to using mail, proxies may be solicited in
person, by telephone or by electronic communication by
officers and employees of the Company acting without
special compensation.



ABOUT THE ANNUAL MEETING

Who is entitled to vote?

Only shareholders of record at the close of business on March 6, 2015 (the “Record Date”) will be entitled to notice of, and
to vote at, the Annual Meeting or any adjournments or postponements thereof, unless a new record date is set in connection
with any such adjournments or postponements. On March 6, 2015, there were issued and outstanding 991,590,969 shares
of common stock, the only outstanding class of voting securities of the Company.

A list of shareholders entitled to vote at the Annual Meeting will be available for examination at the Annual Meeting and,
beginning two business days after notice of the Annual Meeting is given, at CSX Corporation, 500 Water Street, Jacksonville,

FL 32202.

How many votes do | have?

You will have one vote for every share of CSX common stock you owned at the close of business on the Record Date.

How many shares must be present to hold the Annual Meeting?

The Company’s bylaws provide that a majority of the
outstanding shares of stock entitled to vote constitutes a
quorum at any meeting of shareholders. If a share is
represented for any purpose at the Annual Meeting, it is
deemed to be present for the transaction of all business.
Abstentions and shares held of record by a broker, bank or
other nominee that are voted on any matter are included in
determining the number of shares present.

Shares held by a broker, bank or other nominee that are not
voted on any matter at the Annual Meeting will not be
included in determining whether a quorum is present.

Your vote is important and we urge you to vote by proxy
even if you plan to attend the Annual Meeting.

What are the vote requirements for each proposal?

Election of Directors. In an uncontested election, directors
are elected by a majority of votes cast for his/her election by
the shares entitled to vote at a meeting at which a quorum
is present. In accordance with the Company’s Corporate
Governance Guidelines, in an uncontested election, any
incumbent director nominated for re-election as a director
who is not re-elected in accordance with the Company’s
bylaws shall promptly tender his or her resignation following
certification of the shareholder vote. For more information
on the procedures in these circumstances, see Principles of
Corporate Governance below.

Other Proposals. For the ratification of the appointment of
Ernst & Young LLP as CSX’s Independent Auditors for 2015

How do | vote?

(tem 2), for the approval, on an advisory basis, of the
compensation of the Company’s NEOs (Item 3) and for the
re-approval of the performance measures under the 2010
CSX Stock and Incentive Award Plan (Item 4), the proposal
will be approved if the votes cast in favor of the proposal
exceed the votes cast against the proposal.

Absentions are not considered votes cast on any proposal.
“Broker non-votes” are not considered votes cast on
[tem 1, Item 3 or Item 4, and will have no effect on the
outcome of the vote. Brokers will have discretionary voting
power regarding ltem 2 in the event that beneficial owners,
who own their shares in “street name,” do not provide
voting instructions regarding Item 2.

You can vote either in person at the Annual Meeting or by proxy without attending the Annual Meeting. The shares
represented by a properly executed proxy will be voted as you direct.

To vote by proxy, you must do one of the following:

Vote by Telephone. If you are a shareholder of record, you
can vote your shares by telephone 24 hours a day by calling
1-800-690-6903 on a touch-tone telephone. Easy-to-follow
voice prompts enable you to vote your shares and confirm
that your instructions have been properly recorded. If you are
a beneficial owner, or you hold your shares in “street name”
(that is, through a bank or broker), please check your voting
instruction card or contact your bank, broker or nominee to
determine whether you will be able to vote by telephone.

Vote by Internet. If you are a shareholder of record, you
can also vote via the Internet by following the instructions in
the Notice. The website address for Internet voting is
indicated in the Notice. Internet voting is also available 24
hours a day. If you are a beneficial owner, or you hold your
shares in “street name,” please check your voting
instruction card or contact your bank, broker or nominee to
determine whether you will be able to vote via the Internet.

[csx] 2015 Proxy Statement 11



ABOUT THE ANNUAL MEETING

Vote by Mail. If you requested printed proxy materials and
choose to vote by mail, complete, sign, date and return
your proxy card in the postage-paid envelope provided if
you are a registered holder or your voting instruction card if
you are a beneficial owner of shares in “street name.”
Please promptly mail your proxy card or voting instruction

Can | change my vote?

card to ensure that it is received prior to the Annual
Meeting.

If you want to vote in person at the Annual Meeting, and
you hold your CSX stock in “street name,” you must obtain
a proxy from your bank, broker or other nominee and bring
that proxy to the Annual Meeting.

Yes. If you are a shareholder of record, you may change your vote or revoke your proxy any time before it is voted by written
notice delivered to CSX Corporation, Office of the Corporate Secretary, 500 Water Street, C160, Jacksonville, FL. 32202, by
timely receipt of a later-dated signed proxy card or written revocation, by a later vote via the Internet or by telephone, or by
voting in person at the Annual Meeting. If you hold your shares in “street name,” you should follow the instructions provided

by your bank, broker or other nominee if you wish to change your vote.

Will my shares be voted if | do not provide voting instructions to my broker?

If you are the beneficial owner of shares held in “street
name” by a bank, broker or other nominee, the bank,
broker or other nominee as the record holder of the shares,
is required to vote those shares in accordance with your
instructions. If you do not give instructions to the broker, the
broker will be entitled to vote the shares with respect to
“discretionary” items but will not be permitted to vote the
shares with respect to “non-discretionary” items (those
shares are treated as “broker non-votes”).

The proposal to ratify the appointment of Ernst & Young
LLP as CSX’s Independent Auditors for 2015 is considered
a discretionary item for which a broker will have
discretionary voting power if you do not give instructions
with respect to this proposal. The proposals to: () elect
directors; (i) vote on an advisory (non-binding) resolution on
executive compensation; and (i) re-approve the
performance measures under the 2010 CSX Stock and
Incentive Award Plan are non-routine matters for which a

broker will not have discretionary voting power and for
which specific instructions from beneficial owners are
required.

What happens if | return my proxy card but do not give voting instructions?

If you sign and return your proxy card but do not give voting instructions, the shares represented by that proxy will be voted
as recommended by the Board.

The Board of Directors unanimously recommends a vote:

1. FOR the election of the 13 director nominees named in 3.
this Proxy Statement;

FOR the approval, on an advisory (non-binding) basis,
of the compensation of the Named Executive Officers;

2. FOR the ratification of the appointment of Ernst & and

Young LLP as CSX’s Independent Auditors for 2015; 4. FOR the re-approval of the performance measures

under the 2010 CSX Stock and Incentive Award Plan.

What happens if other matters are properly presented at the Annual Meeting?

If any other matters are properly presented for consideration at the Annual Meeting, the persons named as proxies on the
enclosed proxy card will have discretion to vote on those matters for you. On the date we filed this Proxy Statement with the
SEC, the Board did not know of any other matters to be brought before the Annual Meeting.

How are votes counted?
Votes are counted by the independent inspector of elections appointed by the Company.

What happens if the Annual Meeting is postponed or adjourned?
Unless a new record date has been fixed, your proxy will still be in effect and may be voted at the reconvened meeting. You

will still be able to change your vote or revoke your proxy with respect to any item until the polls have closed for voting on
such item.
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ABOUT THE ANNUAL MEETING

How do | obtain admission to the Annual Meeting?

You will be issued an admission ticket at the Shareholder
Registration Desk at the Annual Meeting. If you hold shares
in your name, please be prepared to provide proper
identification, such as a driver's license or other
government-issued identification. If you hold your shares
through a broker, bank or other nominee, you will need
proof of ownership, such as a recent account statement or
letter from your broker, bank or other nominee along with
proper identification. If you are a duly appointed proxy for a
shareholder, you must provide proof of your proxy power
and proof of share ownership for the shareholder for whom

you are a proxy. In addition, if you are authorized to
represent a corporate or institutional shareholder, you must
also present proof that you are the authorized
representative of such shareholder.

For your security, you will not be permitted to bring any
packages, briefcases, large pocketbooks or bags into the
meeting. Also, audio tape recorders, video and still
cameras, laptops and other portable electronic devices will
not be permitted into the meeting. We thank you in advance
for your patience and cooperation with these rules.

What is the deadline for consideration of shareholder proposals for the 2016

Annual Meeting of Shareholders?

A shareholder who wants to submit a proposal to be
included in the proxy statement for the 2016 Annual
Meeting of Shareholders (the “2016 Meeting”) must send
the proposal to CSX Corporation, Office of the Corporate
Secretary, 500 Water Street, C160, Jacksonville, FL,
32202, so that it is received on or before November 25,
2015, unless the date of the 2016 Meeting is changed by
more than 30 days from May 6, 2016, in which case the
proposal must be received a reasonable time before the
Company begins to print and mail its proxy materials for the
2016 Meeting.

A shareholder who wants to nominate a director or submit a
proposal that will not be in the proxy statement but will be

considered at the 2016 Meeting, pursuant to the CSX
bylaws, must send it to the principal office of CSX so that it
is received not earlier than the close of business on
January 7, 2016, nor later than the close of business on
February 6, 2016 unless the date of the 2016 Meeting is
more than 30 days before or more than 70 days after
May 6, 2016, in which case the nomination or proposal
must be received not earlier than the 120t day prior to the
date of the 2016 Meeting and not later than the close of
business on the later of the 90t day prior to the date of the
2016 Meeting or the 10t day following the day on which the
Company first publicly announces the date of the 2016
Meeting.

Does the Board consider director nominees recommended by shareholders?

Yes. The Governance Committee of the Board will review
recommendations as to possible nominees received from
shareholders and other qualified sources. Shareholder
recommendations should be submitted in writing addressed
to the Chair of the Governance Committee, CSX
Corporation, 500 Water Street, C160, Jacksonville, FL
32202, and should include a statement about the
qualifications and experience of the proposed nominee, as

discussed further below in the Board Leadership and
Committee Structure section. Shareholders who wish to
nominate a director nominee should do so in accordance
with the nomination provisions of the Company’s bylaws. In
general, a shareholder nomination for the 2016 Annual
Meeting must be delivered to the Company within the time
periods described above and set forth in the Company’s
bylaws.
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ITEM 1:

Thirteen directors are to be elected to hold office until the
2016 Annual Meeting and their successors are elected and
qualified. Unless otherwise specified, the proxy holders will
cast votes FOR the election of the nominees named below.
Each of the nominees, other than David M. Moffett and
Oscar Munoz, was elected at the Company’s 2014 Annual
Meeting of Shareholders. Gilbert H. Lamphere, a current
director, has decided not to stand for re-election at the
2015 Annual Meeting. Mr. Lamphere has been a
distinguished member of the CSX Board of Directors since
2008.

As of the date of this Proxy Statement, the Board has no
reason to believe that any of the nominees named will be
unable or unwiling to serve. There are no family
relationships among any of these nominees or among any
of these nominees and any executive officer, nor is there
any arrangement or understanding between any nominee
and any other person pursuant to which the nominee was
selected.

Although the Board does not have a formal written diversity
policy, the Board, as a group, is expected to represent a
broad diversity of backgrounds and experience in business
matters and to be able to assess and evaluate the role and
policies of the Company in the face of changing conditions
in the economy, regulatory environment and customer
expectations.

ELECTION OF DIRECTORS

Nominees for Board membership are expected to be
prominent individuals who demonstrate leadership and
possess outstanding integrity, values and judgment.
Directors and nominees must be wiling to devote the
substantial time required to carry out the duties and
responsibilities of directors. In addition, each Board member
is expected to represent the broad interests of the
Company and its shareholders as a group, and not any
particular constituency.

The Governance Committee has recommended to the
Board, and the Board has approved, the persons named
below as director nominees. The Board believes that each
of the director nominees adds to the overall diversity of the
Board. The director nominees bring a wide range of
experience and expertise in  management, railroad
operations, financial markets, and public policy. In addition,
several of the director nominees are able to provide valuable
perspective into the political and regulatory environments,
as well as certain key markets such as coal and
construction.

Information regarding each director nominee follows. Each
nominee has consented to being named in this Proxy
Statement and to serve if elected.

THE BOARD UNANIMOUSLY RECOMMENDS A VOTE “FOR” THE ELECTION OF THE FOLLOWING DIRECTOR

NOMINEES.

Donna M. Alvarado, Age 66

Director since: 2006

Independent Director
Nominee

CSX Committees: Audit / Compensation

Other Public Directorships: Corrections Corporation of America and Park National Corporation

Biographical Information: Donna M. Alvarado is the founder and current President of Aguila International, a business-
consulting firm. Previously, Ms. Alvarado served as President and Chief Executive Officer of a global educational publishing
company from 1989-1993. She has served on corporate boards in the manufacturing, banking, transportation and services
industries. She has also led state and national workforce policy boards.

Ms. Alvarado previously served as Chairwoman of the Ohio Board of Regents. Following executive and legislative staff
appointments at the U.S. Department of Defense and in the U.S. Congress, Ms. Alvarado was appointed by President
Ronald Reagan to lead the federal agency ACTION, the nation’s premier agency for civic engagement and volunteerism, a
position which she held from 1985-1989.

Skills and Qualifications: As a result of her experience in the public and private sector, Ms. Alvarado brings to the Board
significant workforce planning expertise, which is complemented by her experience with the Ohio Board of Regents.
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Senator John B. Breaux, Age 71

Independent Director Director since: 2005
Nominee

CSX Committees: Governance / Public Affairs / Executive

Other Public Directorships: LHC Group, Inc.

Biographical Information: Senator John B. Breaux is a partner in the Breaux-Lott Leadership Group, a private consulting
firm in Washington, D.C. owned by Squire Patton Boggs LLP. From 2005 through 2007, Senator Breaux served as Senior
Counsel at Patton Boggs LLP. Senator Breaux has held numerous leadership positions during his 14 years in the U.S.
House of Representatives and 18-year tenure in the U.S. Senate, where he served on the House Public Works and
Transportation Committee, the Senate Finance Committee and the Senate Commerce Committee. Senator Breaux also
founded the Centrist Coalition of Senate Democrats and Republicans and served as chairman of the Democratic Leadership
Council.

Skills and Qualifications: Senator Breaux’s extensive public policy and regulatory experience allows him to provide critical
input on regulatory and legislative proposals that could have a material effect on railroad operations.

Pamela L. Carter, Age 65

Independent Director Director since: 2010
Nominee

CSX Committees: Governance / Public Affairs

Other Public Directorships: Spectra Energy Corporation

Biographical Information: Pamela L. Carter is Vice President of Cummins Inc. and President of Cummins Distribution
Business, a division of Cummins, Inc., a designer, manufacturer and marketer of diesel engines and related components and
power systems. Ms. Carter joined Cummins Inc. in 1997 as Vice President — General Counsel and held various
management positions before her appointment in 2008 as President of Cummins Distribution Inc., a $5 billion business with
a global footprint.

Prior to her career with Cummins, Ms. Carter served in various capacities with the State of Indiana and in the private practice
of law. Ms. Carter was the first woman and the first African-American to hold the office of Attorney General in Indiana.
Ms. Carter also served as Parliamentarian in the Indiana House of Representatives, Deputy Chief-of-Staff to Governor Evan
Bayh, Executive Assistant for Health Policy & Human Services and Securities Enforcement Attorney for the Office of the
Secretary of State.

Skills and Qualifications: With strong operational experience and extensive service in government, Ms. Carter provides
the Board with in-depth knowledge and insight into regulatory, legal and public policy matters.
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Steven T. Halverson, Age 60

Independent Director Director since: 2006
Nominee

CSX Committees: Audit / Compensation / Executive

Other Public Directorships: None

Biographical Information: Steven T. Halverson is the Chief Executive Officer of The Haskell Company, one of the largest
design and construction firms in the United States. Prior to joining the Haskell Company in 1999, Mr. Halverson served as a
Senior Vice President of M.A. Mortenson, a national construction firm. Mr. Halverson also serves as a director for Guidewell
Insurance and Blue Cross Blue Shield of Florida, ACIG Insurance Co., the Florida Counsel of 100, the Florida Chamber of
Commerce, the Construction Industry Roundtable and the Jacksonville Civic Council (chair).

Skills and Qualification: Through his roles with key organizations in Florida, Mr. Halverson provides broad leadership
capabilities to the Board. His expertise in the construction industry allows him to provide unique insight and perspective on
the U.S. economy.

Edward J. Kelly, lll, Age 61

Independent Director Director since: 2002
Nominee

Presiding Director
CSX Committees: Compensation / Governance / Executive

Other Public Directorships: XL Group plc and MetLife Inc.

Biographical Information: Edward J. Kelly, lll retired as Chairman of the Institutional Clients Group at Citigroup, Inc. in July
2014. He joined Citigroup, Inc. in 2008 and served at various points as Vice Chairman, Chief Financial Officer and Head of
Global Banking at Citigroup, among other roles.

Mr. Kelly previously served as Managing Director at The Carlyle Group and Vice Chairman of The PNC Financial Services
Group, Inc. following PNC'’s acquisition of Mercantile Bankshares Corporation in March 2007. At Mercantile, Mr. Kelly held the
offices of Chairman, Chief Executive Officer and President from March 2003 until March 2007, and was Chief Executive Officer
and President from March 2001 to March 20083. Before joining Mercantile, Mr. Kelly served as Managing Director and co-head
of Investment Banking Client Management at J.P. Morgan Chase and Managing Director and Head of Global Financial
Institutions at J.P. Morgan. Previously, Mr. Kelly was General Counsel at J.P. Morgan and a partner at the law firm of Davis
Polk & Wardwell, where he specialized in matters related to financial institutions. Early in his career, Mr. Kelly served as a law
clerk to Supreme Court Justice William J. Brennan, Jr. and U.S. Court of Appeals Judge Clement F. Haynsworth, Jr.

Mr. Kelly previously served on the boards of directors for The Hartford Financial Services Group, The Hershey Company and
Paris RE Holdings.

Skills and Qualifications: As an executive in the banking industry, Mr. Kelly provides extensive financial, regulatory and
governance experience to the Board. He offers important perspective on global financial markets.
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John D. McPherson, Age 68

Independent Director Director since: 2008
Nominee

CSX Committees: Finance / Public Affairs

Other Public Directorships: None

Biographical Information: John D. McPherson served as President and Chief Operating Officer of Florida East Coast
Railway, a wholly-owned subsidiary of Florida East Coast Industries, Inc., from 1999 until his retirement in 2007. From 1993
to 1998, Mr. McPherson served as Senior Vice President — Operations, and from 1998 to 1999, he served as President and
Chief Executive Officer of the lllinois Central Railroad. Prior to joining the lllinois Central Railroad, Mr. McPherson served in
various capacities at Santa Fe Railroad for 25 years.

From 2012-2015, Mr. McPherson served on the board of directors of Las Vegas Railway Express, a start-up passenger
railroad which will operate between Los Angeles and Las Vegas, From 1997 to 2007, Mr. McPherson served as a member
of the board of directors of TTX Company, a railcar provider and freight car management services joint venture of North
American railroads.

Skills and Qualifications: As a result of his extensive career in the rail industry, Mr. McPherson serves as an expert in
railroad operations.

David M. Moffett, Age 63

Independent Director First-time Nominee

Nominee Other Public Directorships: eBay, Inc., CIT Group Inc. and Genworth Financial, Inc.

2

Biographical Information: David M. Moffett served as the Chief Executive Officer and a director of the Federal Home Loan
Mortgage Corporation from September 2008 until his retirement in March 2009. He previously served as a Senior Advisor
with the Carlyle Group LLC from May 2007 to September 2008, as the Vice Chairman and Chief Financial Officer of U.S.
Bancorp from 2001 to 2007, after its merger with Firstar Corporation where he served as Vice Chairman and Chief Financial
Officer from 1998 to 2001. Mr. Moffett also served as Chief Financial Officer of StarBanc Corporation, a predecessor to
Firstar Corporation, from 1993 to 1998.

In addition to the directorships noted above, Mr. Moffett currently serves as a trustee on the boards of Columbia Fund Series
Trust | and Columbia Funds Variable Insurance Trust, overseeing approximately 52 funds within the Columbia Funds mutual
fund complex. He also serves as a trustee for the University of Oklahoma Foundation.

Skills and Qualifications: Mr. Moffett has many years of experience as the chief executive or chief financial officer of public
financial services companies, as well as significant public policy experience.
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Oscar Munoz, Age 56

Management Director First-time Nominee
Nominee

Other Public Directorships: United Continental Holdings, Inc.

Biographical Information: Oscar Munoz was named President and Chief Operating Officer of the Company in February
2015, overseeing operations, sales and marketing, human resources, service design and information technology. Prior to this
appointment, Mr. Munoz served as Executive Vice President and Chief Operating Officer of CSX Transportation since
January 2012, and as Executive Vice President and Chief Financial Officer of the Company from 2003 to 2012.

During his career, Mr. Munoz has acquired more than 25 years of experience in a variety of industries, serving as Chief
Financial Officer and Vice President of AT&T Consumer Service and in key positions with other consumer products
companies, including The Coca-Cola Company and PepsiCo, Inc.

Skills and Qualifications: Through his eleven-year career with CSX Transportation, and more than 25 years in the
consumer products industry, Mr. Munoz provides invaluable expertise in operations, finance and customer service.

Timothy T. O’Toole, Age 59

Independent Director Director since: 2008
Nominee

CSX Committees: Finance / Governance

Other Public Directorships: FirstGroup, plc

Biographical Information: Timothy T. O’Toole is currently the Chief Executive Officer of FirstGroup, plc, a leading
transportation company that primarily provides rail and bus services. FirstGroup is a publicly traded company on the London
Stock Exchange that employs approximately 110,000 individuals throughout the U.K. and North America and transports
some 2.5 billion passengers a year. Mr. O’'Toole previously served as the Managing Director of the London Underground
from 2003 through April 2009, where he was responsible for operating and rebuilding the Tube, the world’s oldest
metropolitan railway.

Previously, he served as President and Chief Executive Officer of Conrail from 1998 to 2001. Additionally, during his more
than 20 years at Conrail, Mr. O’Toole served in various senior management roles, including Senior Vice President of Law and
Government Affairs, Senior Vice President of Finance and Chief Financial Officer, Vice President and Treasurer, and Vice
President and General Counsel.

Skills and Qualifications: Mr. O’Toole brings to the Board over 25 years of railroad and transportation industry experience.
He also provides invaluable operational experience in crisis management evidenced by his leadership following a terror
attack on the London Underground in 2005.
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David M. Ratcliffe, Age 66

Independent Director Director since: 2003
Nominee

CSX Committees: Finance / Public Affairs / Executive

Other Public Directorships: SunTrust Bank

Biographical Information: David M. Ratcliffe retired from his position as Chairman, President and Chief Executive Officer of
Southern Company, one of America’s largest producers of electricity, in December 2010. He had held that position since
2004. From 1999 to 2004, Mr. Ratcliffe was President and Chief Executive Officer of Georgia Power, Southern Company’s
largest subsidiary. Prior to becoming President and Chief Executive Officer of Georgia Power in 1999, Mr. Ratcliffe served as
Executive Vice President, Treasurer and Chief Financial Officer.

Mr. Ratcliffe also serves as a member of the boards of various organizations, including GRA Venture Fund, LLC, Georgia
Research Alliance, Children’s Healthcare of Atlanta, Urjanet, a software start-up company, and the Centers for Disease
Control Foundation.

Skills and Qualifications: As Chairman, President and Chief Executive Officer of Southern Company, Mr. Ratcliffe
participated in a heavily regulated industry with operations in substantial portions of CSX’s service territory. Through this
experience, he provides expertise in an ever-changing regulatory environment, which includes important public policy
matters such as climate change legislation.

Donald J. Shepard, Age 68

Independent Director Director since: 2003
Nominee

CSX Committees: Audit / Compensation / Executive

Other Public Directorships: The PNC Financial Services Group, Inc. and the Travelers Companies, Inc.

Biographical Information: Donald J. Shepard retired in 2008 as Chairman of the Board of Directors and Chief Executive
Officer of AEGON, N.V., an international life insurance and pension company.

Mr. Shepard was also a director of Mercantile Bankshares Corporation until 2007, when the company was acquired by PNC.
Mr. Shepard is also a director of the U.S. Chamber of Commerce.

Skills and Qualifications: Through his executive positions with AEGON, N.V., Mr. Shepard brings financial and risk
management expertise to the Board. His leadership role with the U.S. Chamber of Commerce, also provides significant
insight into developing business trends and opportunities and risk management.
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Michael J. Ward, Age 64

Management Director Director since: 2003
Nominee

CSX Committee: Executive

Other Public Directorships: Ashland Inc.

Biographical Information: Michael J. Ward is a thirty-seven year veteran of the Company and has served as Chairman and
Chief Executive Officer since January 2003. He also served as President from January 2003 through early February 2015.
Mr. Ward’s career with CSX has included key executive positions in nearly all aspects of the Company’s business, including
sales and marketing, operations and finance.

Mr. Ward also serves on the boards of directors of the Association of American Railroads and the American Coalition for
Clean Coal Electricity.

Skills and Qualifications: With a long and extensive career with the Company, as well as service with the Association of
American Railroads and the American Coalition for Clean Coal Electricity, Mr. Ward brings extremely valuable knowledge of
operations, finances and public policy matters relating to both the railroad and energy industries.

J. Steven Whisler, Age 60

Independent Director Director since: 2011
Nominee

CSX Committees: Audit / Compensation

Other Public Directorships: Brunswick Corporation and International Paper Co.

Biographical Information: J. Steven Whisler is the retired Chairman and Chief Executive Officer of Phelps Dodge
Corporation, a mining and manufacturing company, where he served in many roles from 1981 until being named Chief
Executive Officer in 2000. During his tenure at Phelps Dodge Corporation, Mr. Whisler was instrumental in the
implementation of its “Zero and Beyond” safety program designed to eliminate workplace injuries and its “Quest for Zero”
process-improvement program designed to, among other things, eliminate environmental waste while enhancing product
quality.

Mr. Whisler also served as director of US Airways Group, Inc. from 2005 until 2011, and Burlington Northern Santa Fe from
1995 until its acquisition by Berkshire Hathaway in 2010.

Skills and Qualifications: Through his tenure on the Burlington Northern Santa Fe board of directors and as a former
executive in the mining industry, Mr. Whisler brings to the Board invaluable safety program experience, railroad knowledge
and familiarity with one of the Company’s key markets.
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What are the directors’ qualifications to serve

on the CSX Board of Directors?

The table below highlights the qualifications and experience of each nominee that resulted in the Board’s determination that

each nominee is uniquely qualified to serve on the Board.

Director Qualifications and Experience

BUSINESS OPERATIONS gives directors a practical
understanding of developing, implementing and
assessing the Company’s operating plan and business
strategy.

CORPORATE GOVERNANCE experience supports * * *

Board and management accountability, transparency
and protection of shareholder interests.

FINANCE / CAPITAL ALLOCATION experience is *

important in evaluating the Company’s capital structure.

FINANCIAL EXPERTISE / LITERACY is important * * *

because it assists directors with their oversight of financial
reporting and internal controls.

GOVERNMENT / PUBLIC POLICY experience is * * *

important in understanding the regulatory environment in
which the Company operates.

RISK MANAGEMENT experience is critical to the * *

Board’s risk oversight role.

MARKETING / SALES experience is important to *

understanding the Company’s business strategies in
developing new markets.

TALENT MANAGEMENT experience is valuable in * *

helping the Company attract, motivate and retain high
performing employees, including succession planning
efforts.

TRANSPORTATION INDUSTRY experience is *
important to understanding the dynamics within the
freight transportation sector.
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What if a nominee is unable to serve as director?

If any of the nominees named above is not available to serve as a director at the time of the Annual Meeting (an event which
the Board does not now anticipate), the proxies will be voted for the election of such other person or persons as the Board
may designate, unless the Board, in its discretion, reduces the number of directors.

Director Independence

The Board annually evaluates the independence of each of
its directors and, acting through its Governance Committee,
the performance of each of its directors. In evaluating the
independence of each of its directors, the Board considers
the NYSE listing standards and reviews transactions or
relationships, if any, between each director, director
nominee or his or her immediate family and the Company or
its subsidiaries. The purpose of this review is to determine
whether any such relationships or transactions are material
and thus inconsistent with a determination that the director
or nominee is independent.

In February 2015, after considering the NYSE listing
standards, as well as the relationships and transactions
discussed below, the Board determined that the following
nominees for election as directors are independent under
the listing standards of the NYSE: Donna M. Alvarado, John
B. Breaux, Pamela L. Carter, Steven T. Halverson, Edward
J. Kelly, lll, John D. McPherson, David M. Moffett, Timothy
T. O'Toole, David M. Ratcliffe, Donald J. Shepard and J.
Steven Whisler. Additionally, the Board determined that
Gilbert H. Lamphere, who is not standing for re-election at
the Annual Meeting, is also independent under the listing
standards of the NYSE.
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In making this determination, the Board reviewed and
considered the following relationships and transactions:

e Mr. McPherson and Mr. Lamphere own approximately
0.8% and 4%, respectively, of the equity shares of a
privately-held company that manufactures composite rail
ties. The Company purchased $1.35 milion worth of
composite rail ties from the privately-held company in
2014 on terms comparable to those provided to

Principles of Corporate Governance

The Board is committed to corporate governance principles
and practices that facilitate the fulfillment of its fiduciary
duties to shareholders and to the Company. The Board has
adopted Corporate Governance Guidelines that reflect the
high standards that employees, investors, customers,
suppliers and others can and should expect. Key corporate
governance principles observed by the Board and the
Company include:

e nomination of a slate of directors for election to the
Board, a substantial majority of whom are independent,
as that term is defined in the NYSE listing standards;

e establishment of qualification guidelines for director
candidates and review of each director’s performance
and continuing qualifications for Board membership;

e the requirement that the Governance, Compensation
and Audit Committees be comprised solely of
independent directors;

e authority for the Governance, Compensation and Audit
Committees to retain outside, independent advisors and
consultants when appropriate;

e adoption of a Code of Ethics, which meets applicable
rules and regulations and covers all directors, officers
and employees of CSX, including the Company’s CEQO,
Chief Financial Officer (“CFO”) and Controller;

e adoption of a Policy Regarding Shareholder Rights Plans,
establishing parameters around the adoption of any
future shareholder rights plan, including the expiration of
any such plan within one year of adoption if the plan
does not receive shareholder approval or ratification;

e adoption of a Policy Regarding Shareholder Approval of
Severance Agreements, requiring shareholder approval

unrelated third parties. Neither Mr. McPherson nor
Mr.  Lamphere benefit from this  relationship
disproportionately to the other shareholders of this
privately-held company.

The Board determined that the foregoing relationships and
transactions did not affect the independence of
Mr. McPherson or Mr. Lamphere.

of certain future severance agreements with senior
executives that provide benefits in an amount exceeding
a threshold set forth in the policy; and

e a majority voting standard with director resignation
policy.

CSX’s Corporate Governance Guidelines and Code of
Ethics are available on the Company’s website at
http://investors.csx.com under the heading “Corporate
Governance.” Shareholders may also request a free copy of
any of these documents by writing to CSX Corporation,
Office of the Corporate Secretary, 500 Water Street, C160,
Jacksonville, FL 32202. Any waivers of or changes to the
Code of Ethics that apply to our directors or executive
officers will be disclosed on CSX's website at
http://www.csx.com. There were no waivers to the Code of
Ethics in 2014.

Shareholders who wish to communicate with the Board, or
with a particular director, may forward appropriate
correspondence to CSX Corporation, Office of the
Corporate Secretary, 500 Water Street, C160, Jacksonville,
FL 32202. Pursuant to procedures established by the non-
management directors of the Board, the Office of the
Corporate Secretary will forward appropriate
correspondence to the Board or a particular director.
Appropriate  correspondence generally includes any
legitimate, non-harassing inquiries or statements. Interested
parties who wish to communicate with the Presiding
Director or non-management directors may forward
correspondence to CSX Corporation, the Presiding
Director, CSX Board of Directors, 500 Water Street, C160,
Jacksonville, FL 32202.

Board of Directors’ Role in Risk Oversight

Pursuant to its charter, the Audit Committee of the Board
has primary responsibility for overseeing the Company’s
business risk management (“BRM”) processes. In addition
to regular risk presentations to the Audit Committee,
management periodically reports to the Board of Directors
and other Board committees on current risks and the
Company’s approach to avoiding and mitigating risk
exposure.
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The BRM process at CSX includes activities related to the
identification, assessment, mitigation and monitoring of
risks. The CSX risk universe is divided into the following
broad risk categories:

Compliance — Risks directly impacting CSX’s ability
to meet or comply with state, federal or local rules and
regulations (e.g., environmental law and regulation).



Strategic — Risks (and opportunities) directly impacting
CSX’s ability to achieve or exceed its stated longer term
strategic objectives (e.g., market demand shifts).

ITEM 1: ELECTION OF DIRECTORS

External — Risks arising from events outside CSX and
beyond the Company’s direct influence or control (e.g.,
economic downturn).

The objective of the BRM process is to facilitate timely identification and review of new and existing risks along with ensuring
mitigation plans are developed and executed by providing oversight. A well-established risk management structure is

leveraged to govern the program.

BRM Oversight Structure

CSX Board Audit Committee
Executive Oversight Committee

§

< Leadership Council

£

g Compliance External Strategic
= Committee Committee Committee

Risk Owners

_

Risks are prioritized based on their inherent and residual
impacts on the Company. On an ongoing basis, risks are
evaluated to track the status of key mitigation activities
along with the trend of key indicators. Ultimately, the BRM

process provides an opportunity for business and functional
leadership to collaborate on the key risks of the Company
and identify needed mitigation steps to help advance the
Company’s objectives.

Board of Directors’ Role in Succession Planning

The Board of Directors is responsible for succession planning
for the Board, as well as senior management. In addition to
routine succession planning efforts by the Board and the
Governance Committee throughout the year, the full Board
engages in a comprehensive management succession
planning exercise at its annual strategy conference where it
analyzes potential succession candidates across all senior
management positions. Although the Board focuses on the
senior executive team and CEO succession, directors also
discuss the pipeline for other key roles in the company. As
part of this exercise, the Board reviews skills, competencies
and readiness levels of succession candidates and
recommends development plans to ensure that management
succession candidates are adequately prepared for planned
transitions.

As part of its succession planning efforts for potential
director nominees, the Board considers, among other
factors, diversity of backgrounds and experience, director

tenure and the overall composition of the Board and skill
sets of existing directors. To fill the vacancies resulting from
the retirements of Congressman Watts who retired from the
Board in 2014, and Mr. Lamphere who is not standing for
re-election, the Board of Directors has nominated two new
directors for election by shareholders at this year’s Annual
Meeting: Oscar Munoz, President and Chief Operating
Officer, and David M. Moffett, an independent director.

As part of its succession planning process for management,
the Board recently appointed Oscar Munoz as President and
Chief Operating Officer of CSX, effective February 11, 2015. In
his new role, Mr. Munoz is responsible for overseeing
operations, sales and marketing, human resources, service
design and information technology. Also effective February 11,
2015, Cindy Sanborn was named Executive Vice
President — Operations for CSX Transportation. Mr. Ward,
who previously held the title of President, remains as
Chairman of the Board and Chief Executive Officer.
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ITEM 1: ELECTION OF DIRECTORS

Transactions with Related Persons and Other Matters

CSX operates under a Code of Ethics that requires all
employees, officers and directors, without exception, to
avoid engaging in activities or relationships that conflict, or
would be perceived to conflict, with the Company’s
interests or adversely affect its reputation. It is understood,
however, that certain relationships or transactions may arise
that would be deemed acceptable and appropriate upon full
disclosure of the transaction, following review to ensure
there is a legitimate business reason for the transaction and
that the terms of the transaction are no less favorable to
CSX than could be obtained from an unrelated person. The
Audit Committee is responsible for review and oversight of
all transactions with related persons. CSX has not adopted
written  procedures for  reviewing related person
transactions, but generally follows the procedures
described below.

A “Related Person Transaction” is a transaction,
arrangement or relationship (or any series of similar
transactions, arrangements or relationships) in which CSX
(including any of its subsidiaries) was, is or wil be a
participant, the amount involved exceeds $120,000 in any
fiscal year, and in which any Related Person had, has, or
will have a direct or indirect material interest (other than
solely as a result of being a director or a less than 10%
beneficial owner of another entity).

CSX considers a “Related Person” to be: (i) any person who
is, or at any time since the beginning of the last fiscal year
was, a director or executive officer or a nominee to become
a director; (i) any person who is known to be the beneficial
owner of more than 5% of any class of CSX’s voting
securities; (i) any immediate family member of any of the
foregoing persons, which means any child, stepchild,
parent, stepparent, spouse, sibling, mother-in-law, father-
in-law, son-in-law, daughter-in-law, brother-in-law, or sister-
in-law of the director, executive officer, nominee or more
than 5% beneficial owner, and any person (other than a

tenant or employee) sharing the household of such director,
executive officer, nominee or more than 5% beneficial
owner; and (iv) any firm, corporation or other entity in which
any of the foregoing persons is employed or is a partner or
principal or in a similar position or in which such person has
a 5% or greater beneficial ownership interest.

On an annual basis in response to the Directors and Officers
Questionnaire  (“Questionnaire”), each director, director
nominee and executive officer submits to the Corporate
Secretary a description of any current or proposed Related
Person Transactions. Directors and executive officers are
expected to notify the Corporate Secretary of any updates
to the list of Related Person Transactions during the year. If
Related Person Transactions are identified, those
transactions are reviewed by the Audit Committee.

The Audit Committee will
Transactions based on:

evaluate Related Person

e information provided by the Board during the required
annual affirmation of independence;

e gpplicable responses to the Questionnaires submitted to
the Company; and

e any other applicable information provided by any director
or executive officer of the Company.

In connection with the review of any Related Person
Transaction, the Audit Committee will consider whether the
transaction will be a conflict of interest or give the
appearance of a conflict of interest. In the case of any
Related Person Transaction involving an outside director or
nominee for director, the Audit Committee will also consider
whether the transaction will compromise the director’s
status as an independent director as prescribed in the
NYSE listing standards. There were no Related Person
Transactions in 2014.

Compensation Committee Interlocks and Insider Participation

No member of the Compensation Committee is an executive officer or former officer of the Company. In addition, no
executive officer of the Company served on the board of directors of any entity whose executive officers included a director

of the Company.

Board Leadership and Committee Structure

CSX combines the roles of Chairman and CEO, which is
balanced through the appointment of an independent
Presiding Director. The Board believes that combining the
positions of Chairman and CEO provides clarity of
leadership and is in the best interests of the Company and
shareholders at this time. The Board believes that the use of
a Presiding Director with carefully delineated duties provides
appropriate independent oversight of management. The
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non-management directors regularly meet alone in

executive session at Board meetings.

The Presiding Director is an independent director selected
annually by the Governance Committee. Mr. Kelly currently
serves as the Presiding Director. The duties of the Presiding
Director include: (i) presiding at all meetings of the Board at
which the Chairman is not present; (iij serving as liaison
between the Chairman and the independent directors;



(i) approving information, meeting agendas and meeting
schedules sent to the Board; (iv) calling meetings of
independent directors when appropriate; (v) pre-clearing all
transactions in CSX securities by a director, the President
and CEO, and the Executive Vice President—Law & Public
Affairs, General Counsel and Corporate Secretary; and
(vi) being available for direct communication with major
shareholders, as appropriate.

ITEM 1: ELECTION OF DIRECTORS

The CSX Board has six standing committees: the Audit
Committee, the Compensation Committee, the Executive
Committee, the Finance Committee, the Governance
Committee, and the Public Affairs Committee. Each of these
committees has a written charter approved by the Board, a
copy of which can be found on the Company’s website at
http.//investors.csx.com under the heading “Corporate
Governance”. As of the Record Date, the composition of
the committees of the Board was as follows:

Director Audit Compensation Executive Finance Governance Public Affairs
Donna M. Alvarado v v

John B. Breaux v v Chair
Pamela L. Carter v v
Steven T. Halverson v Chair v

Edward J. Kelly, Ill v v Chair

Gilbert H. Lamphere* 4 v
John D. McPherson 4 v
Timothy T. O’'Toole 4 v

David M. Ratcliffe v Chair v
Donald J. Shepard Chair v v

Michael J. Ward Chair

J. Steven Whisler v v

* Mr. Lamphere is not standing for re-election at the 2015 Annual Meeting.
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ITEM 1: ELECTION OF DIRECTORS

Executive Committee

The Executive Committee meets only as needed and has authority to act for the
Board on most matters during the intervals between Board meetings, except
where action by the full Board is specifically required or where authority is
specifically limited to the Board. Pursuant to the Committee charter, a notice of
a meeting of the Executive Committee is required to be provided to all Board
members. The Executive Committee has six members, consisting of the
Chairman of the Board, the Presiding Director and the chairs of each of the five
standing committees.

MEETINGS IN 2014: 0

COMMITTEE MEMBERS:
John B. Breaux

Steven T. Halverson
Edward J. Kelly, Il

David M. Ratcliffe

Donald J. Shepard

COMMITTEE CHAIR:
Michael J. Ward

INDEPENDENT MEMBERS: 5

. 4
Audit Committee

The primary functions of the Audit Committee include oversight of: (i) the
integrity of the Company’s financial statements and accounting methodology;
(i) the Company’s compliance with legal and regulatory requirements; (i) the
Independent Auditors’ qualifications and independence; (iv) the Company’s risk
management processes; and (v) the performance of the Independent Auditors
and the Company’s internal audit function.

The Audit Committee recommends the Independent Auditors and the Board
approves the selection. This appointment is then submitted to shareholders for
ratification. The Audit Committee also approves compensation of the
Company’s Independent Auditors, reviews the scope and methodology of the
Independent Auditors’ proposed audits, reviews the Company’s financial
statements, and monitors the Company’s internal control over financial
reporting by, among other things, discussing certain aspects thereof with the
Independent Auditors and management. The Audit Committee is responsible
for the approval of all services performed by the Independent Auditors. Finally,
the Committee maintains procedures for the receipt and treatment of
complaints regarding the Company’s accounting, internal accounting controls
or auditing matters.

The Audit Committee has four members, each of whom the Board has
determined to be independent pursuant to the independence standards
promulgated by the NYSE and the SEC. Additionally, all members of the Audit
Committee are “financially literate” pursuant to the standards promulgated by
the NYSE.

The Board has determined that the Company has at least one audit committee
financial expert, as that term is defined by SEC rules and regulations, serving on
the Audit Committee. Mr. Shepard and at least one other member of the Audit
Committee are audit committee financial experts. Please refer to the Report of
the Audit Committee below for additional information.

-

MEETINGS IN 2014: 8

COMMITTEE MEMBERS:
Donna M. Alvarado

Steven T. Halverson

J. Steven Whisler

COMMITTEE CHAIR:
Donald J. Shepard

FINANCIAL EXPERTS:
Donald J. Shepard

INDEPENDENT MEMBERS: 4
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The primary functions of the Compensation Committee are to: (i) establish the
Company’s philosophy with respect to executive compensation and benefits;
(i) periodically review the Company’s compensation practices and policies,
benefit plans, and perquisites applicable to all employees and executives to
ensure consistency with the Company’s compensation philosophy; (i) assure
that the Company’s benefit plans, practices, programs and policies maintained
for employees and directors comply with all applicable laws; (iv) in consultation
with the Board, review and approve corporate goals and objectives relevant to
compensation and benefits for the CEO, and evaluate the CEQO’s performance
in light of those goals and objectives, and as directed by the Board, set the
level of compensation of the CEO based on such evaluation; (v) review and
recommend approval of management compensation and Company
compensation plans, including benefits for key employees as determined by the
Committee from time to time; (vi) establish performance objectives for certain
executives, and certify the attainment of those objectives in connection with the
payment of performance-based compensation within the meaning of
Section 162(m) of the Internal Revenue Code (“Section 162(m)”); and (vii) review
the Compensation Discussion and Analysis (“CD&A”) section of this Proxy
Statement and, as appropriate, recommend to the Board for approval the
inclusion of the CD&A section in the Company’s Annual Report on Form 10-K
and Proxy Statement. In addition, the Committee monitors the administration of
certain executive and management compensation and benefit programs.

The Compensation Committee has five members, all of whom are: (i) “outside
directors” within the meaning of regulations promulgated pursuant to
Section 162(m); (i) “non-employee directors” within the meaning of Rule 16b-3
of Securities and Exchange Act of 1934; and (i) independent pursuant to the
independence standards promulgated by the NYSE. For additional information
regarding the functions of the Compensation Committee, please see “What is
the role of the Compensation Committee” in the CD&A section of this Proxy
Statement.

No member of the Compensation Committee was an officer or employee of
CSX during 2014. No member of the Compensation Committee is a former
officer of CSX. During 2014, none of our executive officers served as a member
of a board of directors or compensation committee of any entity that has one of
more executive officers who serve on our Board of Directors or the
Compensation Committee.

ITEM 1: ELECTION OF DIRECTORS

Compensation Committee

MEETINGS IN 2014 : 6

COMMITTEE MEMBERS:
Donna M. Alvarado

Edward J. Kelly, Il

Donald J. Shepard

J. Steven Whisler

COMMITTEE CHAIR:
Steven T. Halverson

INDEPENDENT MEMBERS: 5

J

Finance Committee

The Finance Committee provides general oversight and review of financial
matters affecting the Company, including the monitoring of corporate debt,
cash flow, and the assets and liabilities maintained by the Company and its
affiliates in conjunction with employee benefit plans, including monitoring the
funding and investment policies and performances of the assets.

MEETINGS IN 2014: 5

COMMITTEE MEMBERS:
Gilbert H. Lamphere

John D. McPherson
Timothy T. O’'Toole

COMMITTEE CHAIR:
David M. Ratcliffe

INDEPENDENT MEMBERS: 4

J
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Governance Committee

-

The Governance Committee of the Board identifies individuals qualified to
become Board members and recommends candidates for election to the
Board. In identifying and recommending director nominees, the Governance
Committee uses criteria established by the Board with respect to qualifications
for nominations to the Board and for continued membership on the Board. In
considering potential director candidates, the Committee considers whether the
individual has demonstrated leadership ability and outstanding integrity, values
and judgment. The Governance Committee seeks to maintain a Board with a
broad diversity of experience in business matters and the ability to assess and
evaluate the role and policies of the Company in the face of changing
conditions in the economy, regulatory environment and customer expectations.

The Governance Committee generally identifies nominees for directors through
its director succession planning process. The Committee will also consider
persons recommended by shareholders of the Company in selecting director
nominees. Potential nominees suggested by shareholders will be evaluated by
the Committee on the same basis as individuals identified directly by the
Committee or from other sources. For more information on director nominees,
see ltem 1: Election of Directors.

The Committee develops, recommends and monitors corporate governance
principles and conducts regular evaluations of director performance and of the
effectiveness of the Board as a working group. In addition, the Committee
reviews and recommends changes in Board committee structure and director
compensation.

The Committee is composed solely of independent directors pursuant to the
independence standards promulgated by the NYSE.

MEETINGS IN 2014: 5

COMMITTEE MEMBERS:

John B. Breaux
Pamela L. Carter
Timothy T. O’'Toole

COMMITTEE CHAIR
Edward J. Kelly, Il

INDEPENDENT MEMBERS: 4

J

Public Affairs Committee

The Public Affairs Committee reviews significant legal, legislative and regulatory
initiatives and rulemaking by federal, state, local and foreign government
authorities, as well as other public issues of significance that affect the
Company and its shareholders. The Committee also reviews key issues,
assumptions, risks and opportunities that relate to the development and
implementation of the Company’s operations, safety and advanced engineering
initiatives. Additionally, the Committee provides oversight of the Company’s
compliance with legal requirements and internal policies relating to equal
employment, diversity in the workplace, employee safety and environmental
protection.

MEETINGS IN 2014: 5

COMMITTEE MEMBERS:

Pamela L. Carter
Gilbert H. Lamphere
John D. McPherson
David M. Ratcliffe

COMMITTEE CHAIR:
John B. Breaux

INDEPENDENT MEMBERS: 5

J
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ITEM 1: ELECTION OF DIRECTORS

Meetings of the Board and Executive Sessions

During 2014, there were seven meetings of the Board. Each
of the current directors attended at least 75% of the
meetings of the Board and the committees on which he or
she served. The non-management directors meet alone in
executive session at each Board meeting. These executive
sessions are chaired by the Presiding Director. In
accordance with the CSX Corporate Governance
Guidelines, the independent directors (when different than

Director Compensation

The Board periodically, but at least once every three years,
reviews and sets the compensation for non-management
directors based on the recommendation of the Governance
Committee. Director compensation includes both cash and
stock-based components. In recommending the amount
and form of director compensation, the Committee
considers, among other factors, the level of compensation
necessary to attract and retain qualified, independent
directors.

During 2014, each non-employee director received an
annual retainer of $75,000, which was payable in cash
unless the director chose to receive his or her fee in the
form of CSX common stock. The Presiding Director
received an additional $20,000. The chair of each Board
committee other than the Audit and Compensation
Committees received an additional $10,000. The Chair of
the Audit Committee received an additional $20,000, and
each member of the Audit Committee received an additional
$5,000. The Chair of the Compensation Committee
received an additional $15,000. At the February 2014 Board
meeting, each non-employee director also received an

non-management directors) meet in executive session at
least once a year. While the Company does not have a
formal policy regarding director attendance at annual
shareholder meetings, the Company strongly encourages
directors to attend absent an emergency. Last year, all
director nominees who were then serving as directors
attended the annual shareholders’ meeting.

annual grant of common stock in the amount of $150,000
with the number of shares based on the average closing
price of CSX stock in the months of November, December
and January.

Each non-employee director was eligible to defer all or a
portion of his or her director’s fees in 2014, including cash
and stock compensation, under the CSX Directors’
Deferred Compensation Plan (the “Directors’ Plan”). Cash
deferrals are credited to an unfunded account and invested
in various investment choices or deferred as shares of CSX
common stock. The investment choices parallel the
investment options offered to employees under CSX’s
401(k) plan. Stock deferrals are automatically held as
outstanding shares in a rabbi trust, with dividends credited
in the form of shares.

Non-employee directors also are eligible to receive other
compensation and benefits as discussed below. Mr. Ward
does not receive compensation for his services as a
director. Similarly, Mr. Munoz will not be compensated for
his services as a director.
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ITEM 1: ELECTION OF DIRECTORS

2014 Directors’ Compensation Table

The following table summarizes the compensation of each of the non-employee directors in 2014.

Stock
Awards@

Fees Earned or
Paid in Cash(®

Option
Awards®

Change in
Pension Value
and Nonqualified
Deferred
Compensation
Earnings

Non-Equity
Incentive Plan
Compensation

All Other

Compensation® Total®

Donna M. Alvarado $ 80,000 $ 149,851 - - - $ 1,321 $ 231,172
John B. Breaux $ 85000 $ 149,851 - - - $ 16,821 $ 251,672
Pamela L. Carter $ 75000 $ 149,851 - - - $ 51,321 $§ 276,172
Steven T. Halverson $ 95000 $ 149,851 - - - $ 51,321 $ 296,172
Edward J. Kelly, Ill $ 105000 $ 149,851 - - - $ 51,321 $ 306,172
Gilbert H. Lamphere $ 75000 $ 149,851 - - - $ 51,206 $ 276,147
John D. McPherson $ 75000 $ 149,851 - - - $ 46,321 $ 271,172
Timothy T. O’Toole $ 75000 $ 149,851 - - - $ 3821 $§ 228,672
David M. Ratcliffe $ 85000 $ 149,851 - - - $ 51,321 $ 286,172
Donald J. Shepard $ 95000 $ 149,851 - - - $ 51,321 $ 296,172
J.C. Watts, Jr.© $ 27500 $ 149,851 $ 1,321 $ 178,672
J. Steven Whisler $ 80,000 $ 149,851 - - - $ 26,321 $ 256,172

1 Fees Earned or Paid in Cash - Includes a cash retainer of $75,000 and any Committee Chair, Audit Committee or Presiding Director fees earned in 2014. Messrs.
Breaux, McPherson, O'Toole, Ratcliffe and Shepard elected to defer 100% of their cash retainers and fees in the form of stock into the Directors’ Plan. Mr. Watts elected to defer
20% of his cash retainer and fees in the form of stock into the Directors’ Plan.

2 Stock Awards - Amounts disclosed in this column are based on the February 12, 2014 grant date fair value of the annual stock grant to directors calculated in accordance
with FASB ASC Topic 718 (“Topic 718”). All such stock awards to directors vested immediately upon grant.

Option Awards — The Company has not issued options since 2003. As of December 26, 2014, there were no stock options outstanding.

4 All Other Compensation - Includes excess liability insurance and Company matches under the Matching Gift Program. The only perquisites to exceed $10,000 for any
director were Company matches under the Matching Gift Program, which included matches in the following amounts: $50,000 for each of Messrs. Halverson, Kelly, Ratcliffe and
Shepard and Ms. Carter, $49,975 for Mr. Lamphere, $45,000 for Mr. McPherson, $25,000 for Mr. Whisler, $15,500 for Senator Breaux and $2,500 for Mr. O'Toole.

5 Total - The differences in the amounts in this column are largely attributable to fees for committee Chairs, for service on the Audit Committee or as Presiding Director and the

Company match on charitable contributions under the Matching Gift Program.
6  Mr. Watts resigned from the Board on May 13, 2014.

Charitable Gift Plan

Directors elected before 2004 are eligible to participate in
the CSX Directors’ Charitable Gift Plan (“Charitable Plan”).
Under the Charitable Plan, if a director serves for five
consecutive years, CSX will make contributions totaling $1
million on his or her behalf to charitable institutions
designated by the director. Contributions to designated

charities are made in installments, with $100,000 payable
upon the director’s retirement and the balance payable in
installments of $100,000 per year, starting at the time of the
director’s death. Only four current directors are eligible to
participate in the Charitable Plan.

Matching Gift Program and Other Benefits

Directors may participate in the CSX Matching Gift Program,
which is considered an important part of CSX’s philanthropy
and community involvement. CSX will match director
contributions to organizations that qualify for support under
Company guidelines, up to a maximum annual CSX
contribution of $50,000 per non-employee director. During
2014, 20 philanthropic organizations in areas served by the
Company received $387,975 under the Matching Gift
Program. The matching amounts are included in the
Directors’ Compensation Table.
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In addition, CSX makes available to non-employee directors
personal excess liability insurance at no expense to the
directors. During 2014, the excess liability insurance
premium, which is reflected in the “All Other Compensation”
column of the Directors’ Compensation Table, was
approximately $1,300 for each participating non-employee
director.



Stock Ownership Guidelines

ITEM 1: ELECTION OF DIRECTORS

The Board has adopted Stock Ownership Guidelines to
better align the interests of non-employee directors with the
interests of shareholders. These guidelines require that all
non-employee directors own shares of CSX common stock.
Within five years of election to the Board, a non-employee
director is expected to acquire and hold an amount of CSX
common stock equal in value to five times the amount of
such non-employee director’s annual retainer. Moreover,

Anti-hedging / Anti-pledging Policy

non-employee directors may only dispose of shares held in
excess of 120% of the applicable ownership threshold. If
the annual retainer increases, the non-employee directors
will have five years from the time of the increase to acquire
any additional shares needed to satisfy the guidelines.
Further information on the Stock Ownership Guidelines is
available on CSX’s website at http.//investors.csx.com
under the heading “Corporate Governance.”

CSX’s insider trading policy prohibits officers and directors
from entering into transactions to hedge their ownership

positions in CSX securities. In addition, the policy prohibits
officers and directors from pledging CSX securities.
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ITEM 2: RATIFICATION OF INDEPENDENT
REGISTERED PUBLIC ACCOUNTING FIRM

The Audit Committee recommended, and the Board
approved, the appointment of Emst & Young LLP as the
Company’s Independent Auditors to audit and report on
CSX’s financial statements for the fiscal year ending
December 25, 2015. Action by shareholders is not required
by law in the appointment of independent accountants. If
shareholders do not ratify this appointment, however, the
appointment will be reconsidered by the Audit Committee
and the Board.

Ernst & Young LLP has no direct or indirect financial interest
in CSX or in any of its subsidiaries, nor has it had any
connection with CSX or any of its subsidiaries in the
capacity of promoter, underwriter, voting trustee, director,
officer or employee. Representatives of Ermnst & Young LLP
will be present at the Annual Meeting and will be afforded
an opportunity to make a statement if they desire to do so.
It also is expected they will be available to respond to
appropriate questions.

Fees Paid to Independent Registered Public Accounting Firm

Ermnst & Young LLP served as the Independent Auditors for the Company in 2014. Approximate fees paid to Ernst & Young

LLP were as follows:

2014 2013

Audit Fees:

$ 2,593,000 $ 2,599,000

Includes fees associated with the integrated audit, testing internal controls over financial reporting (SOX 404), the
reviews of the Company’s quarterly reports on Form 10-Q, statutory audits and other attestation services related

to regulatory filings.

Audit Related Fees:

Includes audits of employee benefit plans and subsidiary audits.
Tax Fees:

Includes fees for tax compliance and tax advice and planning.
All Other Fees:

$ 337,000 $ 305,000

$ - 3 =

$ 2,000 $ 2,000

Includes fees for advisory services for non-audit projects. The Audit Committee has concluded that the services
covered under the caption “All Other Fees” are compatible with maintaining Ermnst & Young LLP’s independent

status.

Pre-Approval Policies and Procedures

The Audit Committee is responsible for the approval of all
services performed by Emst & Young LLP. The Chairman of
the Audit Committee has the authority to approve all
engagements that will cost less than $250,000 and, in such
cases, will report any approvals to the full Committee at the
next scheduled meeting. All engagements expected to cost

$250,000 or more require pre-approval of the full
Committee. In addition, it is Company policy that tax and
other non-audit services should not equal or exceed base
audit fees plus fees for audit-related services. In 2013 and
2014, the Audit Committee preapproved all services
performed by Ernst & Young LLP.

THE BOARD UNANIMOUSLY RECOMMENDS THAT THE SHAREHOLDERS VOTE “FOR” THIS PROPOSAL.
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REPORT OF THE AUDIT COMMITTEE

The Audit Committee oversees the Company’s financial
reporting process on behalf of the Board. Management has
the primary responsibility for establishing and maintaining
adequate internal financial controls, for preparing the
financial statements and for the public reporting process.
Ernst & Young LLP, the Company’s independent registered
public accounting firm for 2014, is responsible for
expressing an opinion that: (i) the Company’s consolidated
financial statements present fairly, in all material respects,
the financial position, results of operations and cash flows in
conformity with generally accepted accounting principles in
the United States; and (i) the Company maintained, in all
material respects, effective internal control over financial
reporting as of December 26, 2014.

In this context, the Audit Committee has:

() reviewed and discussed the audited financial
statements for the year ended December 26, 2014
with management of the Company;

Members of the Audit Committee

Donald J. Shepard, Chairman
Donna M. Alvarado

Steven T. Halverson

J. Steven Whisler

Jacksonville, Florida
February 10, 2015

(i) discussed with Ernst & Young LLP, the matters
required to be discussed by Auditing Standard No. 16,
“Communications with Audit Committee,” as adopted
by the Public Company Accounting Oversight Board
(the “PCAOB”); and

(i received the written disclosures and the letter from
Ernst & Young LLP as required by applicable
requirements of the PCAOB, regarding
communications with the Audit Committee regarding
independence, and has discussed Emst & Young
LLP’s independence with them.

Based on its review and on the discussions described
above, the Audit Committee has recommended to the
Board that the audited financial statements be included in
the Company’s Annual Report on Form 10-K for the fiscal
year ended December 26, 2014.
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COMPENSATION DISCUSSION AND ANALYSIS

This Compensation Discussion and Analysis (“CD&A”) describes and analyzes the principles of the Company’s executive
compensation programs, how those principles are applied and how the Company’s compensation programs are designed
to drive performance. This CD&A focuses on the compensation of the Named Executive Officers as set forth below.

Name Title
Michael J. Ward Chairman, President and Chief Executive Officer(!)
Oscar Munoz Executive Vice President and Chief Operating Officer (“COQ”)("
Fredrik J. Eliasson Executive Vice President and Chief Financial Officer (“CFQO”)
Clarence W. Gooden Executive Vice President and Chief Commercial Officer (“CCQO”)
Ellen M. Fitzsimmons Executive Vice President, General Counsel and Corporate Secretary

(1) On February 11, 2015, Mr. Munoz was appointed President and Chief Operating Officer of CSX Corporation. Mr. Ward, who previously held the title of President, remains
Chairman of the Board and Chief Executive Officer of CSX Corporation.

Executive Overview
2014 Business Highlights

In early 2014, the Company experienced historic winter conditions followed immediately by a significant surge in freight
volume that lasted throughout the remainder of the year straining resources across the network. Despite these challenges,
the Company was able to deliver record results for revenue, operating income, net income and earnings per share for the
year. Below are notable business highlights for 2014.

e Record revenue and operating income of $12.7 bilion and $3.613 billion, respectively

e Quarterly cash dividend increase of nearly 7% to $0.16 per share
2014 total shareholder return of 32%
e Repurchase of approximately 17 million shares of CSX common stock

CSX remains highly committed to delivering value to shareholders through a balanced approach to deploying cash that
includes investments in the business, dividend growth and share repurchases. In 2014, CSX returned approximately $1.15
billion to its shareholders in the form of dividends and share repurchases. In 2014, the Company also invested $2.45 billion
to further enhance service, safety, capacity and flexibility of its transportation network.

Aligning Compensation Program with Leading Governance Practices

The Compensation Committee of the Board (for purposes of the CD&A, the “Committee”) establishes compensation
programs that incorporate leading governance principles. Highlighted below are certain executive compensation practices
designed to drive performance and foster strong corporate governance.

CSX Compensation Practices Include: CSX Compensation Practices Do NOT Include:
v/ High percentage of executive compensation is X Dividends or dividend equivalents on unvested
performance-based performance shares
v/ Performance measures are highly correlated to X Excise tax gross ups
shareholder value creation
v/ An independent compensation consultant X Repricing of underwater options (no options
outstanding)
v/ Significant share ownership requirements for X Recycling of shares withheld for taxes
executives
v/ Change of control agreements requiring a double- X Hedging of CSX securities by directors or executive
trigger (i.e., change of control plus termination) for officers
severance
v/ Clawbacks in short and long-term incentive plans X Pledging of CSX securities by directors or executive
officers
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Aligning Executive Compensation with Company Performance

The Committee’s performance-based compensation philosophy is designed to attract and retain executives and
motivate them to deliver superior performance results. The Committee structures the Company’s executive
compensation program to reward short- and long-term performance that creates value for shareholders. The
compensation program is designed to provide an appropriate allocation between fixed and variable compensation
while mitigating unnecessary or inappropriate risk. Each NEO’s total compensation is heavily weighted towards
performance-based awards with long-term incentive compensation comprising the majority of the target
compensation.

Long-Term Incentive Compensation. From 2006 to 2012, the Company used Operating Ratio as the sole
performance measure for the long-term incentive plan (“LTIP”). The Operating Ratio goals for the 2012-2014 LTIP
cycle were established in 2012, prior to the widespread availability of low cost natural gas and the considerable decline
in our coal market, which resulted in the loss of approximately $900 million in revenue since 2011. Additionally, in
2014, the Company’s operating expenses were negatively impacted by the severe winter weather, and the significant
and sustained volume increases that followed. These items combined to have an adverse effect on margins. As a
result, we did not achieve the 69.5 percent threshold level of Operating Ratio required for payout under the 2012-2014
cycle. The 2012-2014 LTIP cycle was the last cycle based solely on Operating Ratio, and also the last cycle in which
the final year of the performance period is the only year measured.

CEO LTIP PAYOUTS vs. 3-YEAR TSR
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Effective in 2013, a second performance measure, Return on Assets (“ROA”), was added to supplement Operating
Ratio and further drive employee performance and value creation. This additional financial measure focuses
participants on driving service and profitability through better asset utilization. All LTIP cycles approved since 2013 use
Operating Ratio and ROA on an equally weighted basis to measure CSX’s performance. Both Operating Ratio and
ROA have demonstrated a high correlation to shareholder value over time.

The chart above shows the alignment between the CEO’s LTIP payouts and the total shareholder return (“TSR”) during
the periods covered by each of the LTIP cycles over the last five cycles.

Other than the 2011-2013 and 2012-2014 LTIP cycles, neither of which generated a payout, LTIP payouts in general
have correlated well with stock price appreciation. The results of these cycles were adversely impacted by aggressive
target setting that did not anticipate the significant loss of revenue in the domestic coal market. During these two
cycles, TSR was 41% and 87% during the three-year performance periods, respectively. Despite this divergence
between the strong market performance and payouts during these cycles, we continue to believe that the LTIP
remains an appropriate program to drive performance.

Short-Term Incentive Compensation. The Company utilizes operating income as the financial performance measure

used to determine annual incentive compensation. The annual incentive compensation program also incorporates
various strategic measures. Since 2005, operating income has increased 134% from $1.541 billion

[csx ] 2015 Proxy Statement 35



COMPENSATION DISCUSSION AND ANALYSIS

to a record $3.613 billion in 2014. The Company exceeded its 2014 operating income target of $3.55 billion
resulting in a short-term incentive payout of 116% of target adjusted for individual performance.

The chart below shows the correlation between the CEQ’s short-term incentive compensation payouts and the
indexed one-year TSR over the last six years.

CEO ANNUAL INCENTIVE PAY vs. 1-YEAR TSR
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CEOQ’s Total Compensation in 2014. The Summary Compensation Table contains a mix of base salary and
annual incentive compensation, which were earned for the year, as well as target long-term incentive
compensation for the 2014-2016 cycle. It does not reflect the NEO’s actual or “realized” pay (“Realized Pay”) for
the most recently completed fiscal year. The CEO’s Realized Pay could be worth more or less than what is
shown in the Summary Compensation Table depending on the CEO’s performance and the Company’s financial
results and stock price. The chart below shows the CEO’s Realized Pay for the 2014 fiscal year. Based on
financial performance for 2014, there was no payout for the 2012-2014 LTIP cycle.

Realized Pay includes the following:

¢ base salary of $1.2 million paid during 2014;

e restricted stock units (‘RSUS”) that vested during 2014 (paid in May 2014) with a value of $1.66 million (based
on the Company’s stock price on the vesting date); and

e annual bonus of $1.84 million earned for 2014 (paid in early 2015).

Based on Company and individual performance, the CEQ’s Realized Pay for 2014 was approximately $4.7
million compared to $4.67 million in 2013.

CEO REALIZED PAY 2013 v. 2014

$ in millions

5.0 $4.67 $4.7
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2013 Realized Pay 2014 Realized Pay

M Base Salary M Restricted Stock Units

Il Annual Bonus Performance Shares
* There were no performance payouts for 2013 or 2014.
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Executive Compensation Practices

What is CSX’s executive compensation philosophy?

The Committee believes that a strong, dedicated and
engaged executive leadership team is essential to driving
performance and delivering shareholder value. Accordingly,
the Committee has designed the executive compensation
program to motivate and reward the executive leadership
team and align their compensation with the short and long-
term performance of the Company. In designing the
Company’s compensation program, the Committee
considers shareholder input through the annual say-on-pay
vote, and believes that the positive 2014 vote (95.9% of
votes cast voted for our say-on-pay proposal) validates the
Company’s compensation philosophy.

The compensation program at CSX is premised on the
following two key principles:

e Balanced, performance-based compensation is essential
to enhancing shareholder value; and

e The total executive compensation opportunity, including
benefits, should be competitive with reasonable market
practices.

These key principles help ensure that the Company’s
executives are properly compensated and focused on
specific performance factors that measure progress against
the Company’s strategic business goals.

What are the specific objectives of the Company’s executive compensation

program?

The executive compensation program is structured to
achieve the following objectives:

e Provide competitive pay. Attract and retain talented,
motivated, high-performing executives with specific skill
sets and relevant experience.

e Drive business and financial performance. Inspire
leaders to achieve or exceed annual business goals.

e Focus on long-term success. Mitigate risk and hold
leaders accountable for long-term results that provide
strong returns for shareholders over time.

¢ Align ownership interest with shareholders. Require
that a significant portion of overall compensation be
performance-based equity to align the long-term
interests of executives with those of CSX’s shareholders.

What is the role of the Compensation Committee?

The Committee oversees the development and approval of
the Company’s compensation philosophy, strategy and
design. The Committee strives to incent and reward
performance through compensation plans that appropriately
balance risks and incentives while taking into account
independent data and evolving market practices. In
assessing performance of the NEOs in connection with
incentive compensation payouts, the Committee conducts a
detailed review of strategic goals, which includes enterprise,
legal, compliance and fraud risk assessments.

In  establishing individual executive  compensation
opportunities and awarding actual payouts, the Committee

considers analyses and recommendations from its
independent  compensation  consultant,  competitive
practices, the CEQO’s recommendations (for senior

executives other than himself) and internal practices. In
determining opportunities and payouts, the Committee
does not rely solely on guidelines, formulas or short-term
changes in business performance. Key factors affecting the
Committee’s determinations include:

e the nature, scope and level of the executive’s
responsibilities internally relative to other executives, and
externally based on market comparisons;

e performance compared to the specific goals and
objectives determined for CSX and for the individual
executive at the beginning of the year;

¢ the executive’s contribution to CSX’s financial results;

e the executive’'s CSX’s
performance;

e the executive’s effectiveness in leading CSX’s initiatives
to improve customer service, productivity, and employee
development and engagement; and

e the executive’s contribution to CSX’s commitment to
corporate  responsibility, including the executive’s
success in creating a culture of unyielding integrity and
compliance with applicable laws and CSX’'s ethics
policies.

contribution  to safety

In accordance with its charter, the Committee may delegate
its authority to subcommittees or officers of the Company
(including the CEO) when it deems appropriate, unless
prohibited by law, regulation or NYSE listing standards.
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What is the role of the independent compensation consultant?

Pursuant to its charter, the Committee has sole authority to
select, retain and terminate any consultant used to assist
the Committee in fuffilling its duties, including the authority
to approve or ratify payments and other retention terms to
any consultant.

The Committee has retained an independent compensation
consultant, Meridian Compensation Partners, LLC (the
“Consultant”), to provide objective analyses and to assist in
the development and evaluation of the Company’s
compensation programs. The Consultant reports directly to
the Chairperson of the Committee and performs no other
work for the Company. The Consultant generally attends all
meetings where the Committee evaluates the overall
effectiveness of the executive compensation programs or
where the Committee analyzes or approves executive
compensation. The Consultant is paid on an hourly fee
basis, with such hourly rates approved by the Committee
annually.

The Committee reviews the performance and independence
of the Consultant on an annual basis, at which time they
make a determination as to the renewal of the Consultant’s
annual engagement. Each year, the Committee considers all
appropriate information relating to the independence of the
Consultant and its professionals involved in the work
performed for, and advice provided to, the Committee. In
2014, after taking into account the factors set forth in the
NYSE listing standards, the Committee determined that:
(i) the relationships and work of the Consultant and its
professionals did not present any conflict of interest; and

(i) the Consultant and its professionals are independent for
the purpose of providing advice to the Committee with
respect to matters relating to the compensation of the
executives and directors of the Company.

In 2014,
included:

the Consultant’s duties and responsibilities

e assisting in the development of a peer group of
companies for comparison purposes;

e analyzing competitive practices, financial information,
stock price, other performance data, CSX’s business
needs and shareholder impact in the context of reviewing
recommended compensation changes;

* reviewing performance targets for the Company’s short-
term and long-term incentive plans;

e providing regular updates to the Committee with respect
to current trends and developments in legislative and
regulatory activity, compensation program design and
governance;

e consulting with the Committee Chair to plan and prioritize
Committee agenda items; and

e providing the Committee with an independence letter
each year in a form approved by the Committee Chair.

The performance of the Consultant’'s duties in 2014
required an understanding of relevant Company practices,
critical business issues, human resource considerations,
strategic initiatives, financial plans and actual results,
performance drivers and cultural factors.

What is the role of the CEO in compensation decisions?

Mr. Ward reviews compensation benchmark data for
members of his senior executive team, which as of
February 11, 2015 includes: President and COO, Executive
Vice President—Operations; Executive Vice President and
CFO; Executive Vice President and CCO; Executive Vice
President, General Counsel and Corporate Secretary; and
Senior Vice President and Chief Administrative Officer
(together with Mr. Ward, the “Executive Team”). Using this
data, he considers information on executive performance
and scope of responsibility and makes individual
compensation recommendations to the Committee for each
Executive Team member. These recommendations include

possible salary adjustments, generally considered every
other vyear, adjustments to the annual incentive
compensation payout for Executive Team members based
on individual performance during the previous year and
annual and periodic long-term incentive awards.

Mr. Ward also provides input on targets for performance-
based compensation plans but does not participate in the
formal determination of such targets. He does not make
recommendations with respect to his own compensation,
nor is he present when the Committee discusses his
individual compensation.

What is the Company’s process for evaluating risk in connection with its

compensation programs?

The Committee  believes  appropriately  structured
compensation plans should take into consideration
enterprise risks and avoid encouraging behavior that leads
to inappropriate increases in the Company’s overall risk
profile. Accordingly, management, the Committee and the
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Consultant routinely review the Company’s enterprise risks
and compensation plan design to consider whether the
plans motivate the appropriate levels of risk and mitigate
against unnecessary or excessive risk-taking.



On an annual basis, management prepares a risk
assessment that focuses primarily on the structure, key
features and risk mitigating factors included in the
Company’s cash and stock incentive compensation
programs. This risk assessment: () describes the process
for establishing the Company’s compensation programs;
(i) reviews the risks and mitigating factors present in the
Company’s compensation plans; (i) analyzes the
relationship between the compensation programs and the

How does the executive compensation
taking?

COMPENSATION DISCUSSION AND ANALYSIS

Company’s enterprise risks identified through the
Company’s business risk mitigation process; and
(iv) provides recommendations for potential enhancements
to further mitigate compensation risks.

The risk assessment helps the Committee evaluate whether
the Company has designed and implemented appropriate
risk management processes that foster a culture of risk-
awareness and effectively evaluate the nature of the risks
inherent in the Company’s compensation programs.

program mitigate against excessive risk

The Committee believes the following elements of the
Company’s executive compensation program serve to
mitigate risk:

e executive compensation appropriately balances between
(i) fixed and variable compensation, and (i) short- and
long-term compensation;

e significant weighting towards long-term incentive
compensation discourages short-term risk taking;

e roling multi-year performance periods for the long-term
incentive compensation program discourages short-term
risk-taking;

e performance measures for short- and long-term incentive
awards apply to all eligible executives and employees
alike, regardless of business unit;

e performance measures for short- and long-term incentive
awards align with the Company’s strategic operating
plan and focus on operating income, operating ratio,
return on assets, safety, customer service, operating
efficiency and other strategic goals;

e performance measures align with shareholder value
creation and reinforce alignment between executive and
shareholder interests;

e the use of multiple financial performance measures in the
long-term incentive plan that are calculated on an
average and cumulative basis provides a balanced
approach associated with reduced risk;

e short- and long-term incentive awards include maximum
payout caps;

e short- and long-term incentive compensation clawback
provisions require repayment of awards in certain
circumstances;

e the Committee may apply downward discretion to
reduce incentive compensation payouts for Executive
Team members;

e strict internal controls over the measurement and
calculation of performance measures protect against
manipulation by employees;

e multi-year vesting of equity awards and share ownership
guidelines properly account for the time horizon of risk;
and

e discontinued use of options (in 2003) mitigates the risk of
over-leveraged incentive compensation grants.

Furthermore, the Company’s executive compensation
program is designed to reward consistent performance by
heavily weighting the NEO’s compensation to long-term
incentives that reward sustainable financial and operating
performance. Moreover, the Committee believes that the
Company’s approach to goal setting, establishment of
targets with payouts at differing levels of performance and
evaluation of performance results serve to mitigate
excessive risk-taking that could negatively impact
shareholder value or reward poor judgment or execution by
executives.

How does CSX benchmark its competitive pay practices?

The  Committee  regularly  evaluates  competitive
compensation data including information from peer railroad
companies and general industry companies. Data includes
broad surveys of general U.S. companies conducted by
third parties and analysis of proxy disclosures of other major
U.S. railroads.

The Company benchmarks targeted and actual payout data
for the NEOs, including base salary, short-term and long-
term incentives (“Total Direct Compensation”), with that of

similar positions at peer railroads and general industry
companies. For purposes of reviewing targeted Total Direct
Compensation amounts for the NEOs, the Committee
reviews market data at the 25t, 50t and 75t percentiles of
comparator group  compensation. When  making
compensation decisions, the Committee considers this
market data, the scope of the individual’s responsibilities
and performance as well as other factors previously
discussed in this CD&A.
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For 2014, the Company used a customized comparison group comprised of 17 primarily U.S.-based companies (the
“Comparator Group”) to help determine compensation levels and mix. The Committee annually assesses and approves the
Comparator Group to ensure that it reflects market characteristics comparable to those of the Company, including revenue,
assets, net income, market capitalization, number of employees, industry type and business complexity. The Company
believes the use of the Comparator Group over the larger general industry group allows for a more refined analysis of various
compensation components. For 2014, the Comparator Group was comprised of the following companies:

Revenue (2014)M

Market Cap (Dec. 31, 2014)@

CSX Peer Group (in millions) CSX Peer Group (in millions)
Exelon Corporation $ 27,429 Union Pacific Railroad Co. $ 105,918
Union Pacific Railroad Co. $ 23,988 Altria Group, Inc. $ 97,381
Raytheon Company $ 22,826 Danaher Corporation $ 60,228
Danaher Corporation $ 19,914 Dominion Resources Inc. $ 44,903
Cummins Distribution $ 19,255 lllinois Tool Works Inc. $ 37,021
Altria Group, Inc. $ 17,945 CSX Corporation $ 36,063
PPG Industries, Inc. $ 15,410 Norfolk Southern Corporation $ 33918
lllinois Tool Works Inc. $ 14,484 Raytheon Company $ 33,356
Waste Management, Inc. $ 13,996 Exelon Corporation $ 31,869
Ingersoll-Rand plc $ 12,891 PPG Industries, Inc. $ 31,722
CSX Corporation $ 12,669 Air Products and Chemicals, Inc. $ 30,868
Dominion Resources Inc. $ 12,436 Cummins Distribution $ 26,339
Norfolk Southern Corporation $ 11,624 Waste Management, Inc. $ 23,501
Air Products and Chemicals, Inc. $ 10,439 Ingersoll-Rand plc $ 16,828
Eastman Chemical Co. $ 9,527 Dover Corporation $ 11,860
Ball Corporation $ 8,570 Eastman Chemical Co. $ 11,267
Dover Corporation $ 7,753 Ball Corporation $ 9,334
Burlington Northern Santa Fe® - Burlington Northern Santa Fe® -
75t Percentile $ 19,420 75t Percentile $ 38,992
Median $ 14,240 Median $ 31,795
25th Percentile $ 11,328 25th Percentile $ 21,382

(1) Revenue as of fiscal year-end 2014.
(2) Market Cap as of December 31, 2014.

(3) In 2010, Berkshire Hathaway acquired Burlington Northern Santa Fe, LLC (“BNSF”). Accordingly, revenue and market capitalization data are not available for BNSF.

What are the elements of the Company’s executive compensation program?

CSX uses a variety of compensation elements, including:
(i) Total Direct Compensation; and (ii) indirect pay, such as
employee  benefits, including retirement  benefits,
nonqualified deferred compensation plans and limited
perquisites.

The Committee makes its decisions concerning the specific
compensation elements and total compensation paid or
awarded to the Company’s NEOs within the framework
described below and after consultation with the Consultant.

The objective is to provide total pay opportunities that are
competitive with those provided by peer companies in the
railroad industry and general industry, with actual payment
dependent upon performance. The Committee bases its
specific decisions and judgments on whether each award or
payment provides an appropriate incentive and reward for
individual performance that is consistent with the
Company’s compensation objectives. The Committee also
periodically reviews the competitiveness of indirect pay.

Were there any adjustments to NEO compensation in 2014?

No. There were no changes to the target compensation for the NEOs during 2014.
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What is the target compensation mix for the CEO and other NEOs?

The Company’s compensation philosophy requires that a
substantial portion of total compensation should be at-risk
and consist of performance-based incentives that link to
CSX’s financial and non-financial results. In addition, the
Committee strives to strike an appropriate balance between
short- and long-term compensation. The mix between fixed
and variable (performance-based) compensation and short-
and long-term compensation is designed to align the NEOs’
financial incentives with shareholder interests. In 2014,
approximately 69% of the CEO’s targeted Total Direct
Compensation and an average of 64% of the other NEOs’

2014 CEO TARGET COMPENSATION MIX

13%
18% "—
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@ Salary

@ RSUs

@ Short-term Incentive

targeted Total Direct Compensation was at-risk. The at-risk
component of executive compensation means that if the
Company did not meet or exceed the pre-established
threshold financial performance levels, the executive would
not receive a payout under the applicable incentive plan.

The charts below illustrate the amount of target Total Direct
Compensation, including compensation that is at-risk, for
the CEO and the other NEOs. Actual percentages of
Realized Pay may vary in a given year depending on the
payouts under the incentive compensation programs.

2014 NEO TARGET COMPENSATION MIX
(EXCLUDING CEO)

15%

O LTIP

Does the Company have clawbacks and non-compete agreements?

Yes. The Company utilizes clawback provisions and non-compete agreements in connection with its compensation plans.

Clawbacks:

Short-term Incentive Plan. The short-term incentive plan
contains provisions requiring NEOs to repay to the
Company portions of any payment received if, within the
two-year period following the receipt of the payment, the
Company is required to restate its financial statements due
to accounting irregularities, and if the payment amount
received exceeded the otherwise proper payment based on
the restated financials.

Long-term Incentive Plan. Each LTIP contains provisions
for Vice Presidents and above (“Senior Management”) that
require the repayment to the Company of portions of any

Non-Compete Agreements:

award received if, within the two-year period following the
receipt of the award, the employee violates -certain
conditions, including: (i) separation from the Company and
working for a competitor in a similar capacity as the
participant has functioned during the past five years at the
Company; or (i) engaging in conduct that puts the
Company at a competitive disadvantage. In the event the
Company is required to restate its financial statements, due
to accounting irregularities, the clawback also requires that
amounts in excess of the otherwise proper award be repaid
to the Company.

Members of Senior Management are required to enter into
formal non-compete agreements with the Company as a
condition for participation in the LTIP cycles. The non-
compete agreements preclude an employee from working

for a competitor. The non-compete conditions are similar to
those contained in the clawback provision but extend for a
period of 18 months following separation from employment.
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Base Salary

How is base salary determined?

The Committee determines a salary for each NEO based on
its assessment of the individual’s experience, abilities,
performance and contribution to CSX. For purposes of
recruiting and retention, base salaries are determined
following a review of benchmarked data of salaries paid for

Short-Term Incentive Compensation

similar positions within the Comparator Group. Base salary
may represent a larger or smaller percentage of Total Direct
Compensation if actual performance under the incentive
plans discussed below exceeds or falls short of
performance targets.

How is short-term incentive compensation determined?

Short-term incentive compensation is designed to reward
executives and other members of management for
improving financial performance within a 12-month period.
The Senior Executive Incentive Plan (“SEIP”) is the
Company’s vehicle for providing annual incentive
opportunities for the NEOs. The Company’s objective is for
payments made pursuant to the SEIP to be covered under
Section 162(m) of the Internal Revenue Code (“Code”),
although there can be no assurance that such payments will
be deductible under Section 162(m) of the Code. Under this
shareholder-approved plan, the maximum amount payable
is equal to the lesser of: (i) 0.3% of operating income for the
CEO and 0.2% of operating income for each other NEO; or
(i) $3 milion. The Committee may adjust this amount
downward in its sole discretion.

In 2014, the Committee exercised its downward discretion
with respect to the NEOs by utilizing the same methodology
and performance achievement used under the Company’s
Management Incentive Compensation Plan (“MICP”). The
MICP is the Company’s annual incentive plan for eligible
employees other than the NEOs. The MICP is 100%
performance-based and requires attainment of both
financial and strategic objectives. No payout is made under
the MICP unless a pre-set operating income level is
achieved, regardless of achievement of strategic goals.
Applying the methodology utilized under the MICP, each

NEO has an incentive opportunity expressed as a percent of
base salary earned during the vyear (“Target Incentive
Opportunity”). In 2014, the Target Incentive Opportunity for
the NEOs was 120% for Mr. Ward; 90% for Messrs. Munoz,
Gooden and Eliasson; and 80% for Ms. Fitzsimmons. The
actual payout is adjusted to reflect Company and individual
performance.

The Committee reviews the Company’s performance
against the preapproved performance goals for the year.
The performance goals are divided between: (i) the financial
measurement—operating income—which is based upon
the Company’s business plan and can result in a payment
between 0% and 120% of the NEO’s Target Incentive
Opportunity; and (i) the strategic measurements that can
result in a payment between 0% and 40% of the NEO’s
Target Incentive Opportunity. Therefore, the actual payout
can range between 0% and 160% of the NEO’s Target
Incentive Opportunity.

The MICP operating income target for 2014 was set at
$3.55 hilion based on the Company’s business plan.
Achievement of this operating income target would have
produced a payout of 70% under the financial component.
Depending on the level of achievement on the strategic
component, which has a maximum payout of 40%, the total
target payout could have ranged from 70% to 110% of the
Target Incentive Opportunity.

2014 MICP Achievement (Payout) Percentages

Operating Income

Threshold - $3.4B
Target - 2014 Business Plan - $3.550B
Maximum - $3.7B

Financial Strategic Total Payout
Component Component Range
10% 0-40% 10 - 50%

70% 0-40% 70-110%

120% 0-40% 120 - 160%

The 2014 MICP included 18 strategic goals in the following categories: (i) service excellence; (i) safety and risk management;
(iii) value pricing; (iv) profitable growth; (v) resource utilization; (vi) new energy environment; and (vi) employee engagement.
These categories were selected to ensure that senior executives balance financial goals with key operating and business
initiatives that impact employees, customers, communities and shareholders. There is no formal or informal weighting
assigned to the individual goals or categories, and the Committee considers strategic results based on a subjective

evaluation.
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2014 MICP Strategic Performance Goals

Safety Capitalize On New Energy Environment

Drive CSX advocacy Increase volume shipments of
strategy in the new energy-related products including
Partially . Not energy environment, crude oil, liquefied petroleum gas
AEkiEe] Achieved Achieved with specific focus on and frac sand
liability and safety for 250k
energy products, long- 200k
Reduce Severe  Maintain Personal Reduce Train taenrgslrggi:]r;:]pllcahons ikl
e . . g the 100k
Injuries to Below Injury Frequency Accident coal export pipeline o) Goal Actual
8% of Total Injuries Index Frequency Index 133kloads  PLERISEELE

Achieved (based on Compensation Committee Evaluation)

Continue Value Pricing Improve Resource Utilization Increase Employee Engagement

Achieve “Same Store Sales”
Price Above Rail Inflation

Operations Net Productivity

Actual Actual through greater participation in
bonus programs

Confidential Partially Achieved $150M $(10M)

Drive Profitable Intermodal Growth

Achieve intermodal

Intermodal volume growth “ » o :
'same store sales” price

Advance terminal strategy
through execution of intermodal

Actual Actual infrastructure projects, property
acquisition and initiation of
2.7M loads 2.7M loads Confidential Achieved best practices

Customer Service

[ ] I
]
Goal Actual Goal Actual Goal Actual Goal Actual Goal Actual
7.6 7.27 94% 92% 69-75% 50% 86-90% GEEZ 87-90% 65%

Improve Customer Total Service Committed Time Core Intermodal Service Rail Car

Satisfaction Score Integration Carload of Arrival Availability Availability - Auto

Risk Management

Advance Railroad Industry Positive Train Control
Advance balanced economic, energy, hazmat and labor Complete field qualification test on certain divisions. Continue
regulation, and advocate policies that support competitiveness to support balanced deployment and extension efforts

and infrastructure investment
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What was the payout under the 2014 MICP?

The Company achieved a 2014 operating income of $3.613
billion, which resulted in a 91% payout for the financial
component of the 2014 MICP. Based on performance
against the strategic goals, the Committee approved a
payout on the strategic component of the MICP of 25%.
The 91% payout for the financial component and the 25%

payout for the strategic component resulted in a total overall
payout of 116% of Target Incentive Opportunities. In
accordance with the Company’s performance management
program, actual MICP award payouts were adjusted
upward or downward from the 116% based on individual
performance.

What was the 2014 short-term incentive compensation payout for NEOs?

Similar to how management assesses the performance of
all eligible employees, the Committee annually assesses the
individual performance of each NEO and determines payout
amounts as reported in the “Non-Equity Incentive Plan
Compensation” column of the Summary Compensation
Table. As in prior years, the payout for the NEOs was
calculated pursuant to the methodology applied to the
MICP and, therefore, was substantially less than the
maximum available to each individual under the SEIP.

Consistent with MICP practices, awards for the NEOs also
varied based on individual performance. The Committee
and the full Board evaluated Mr. Ward’s performance for
2014, and concluded that his performance exceeded
expectations. Specifically, they emphasized Mr. Ward’s

strong personal leadership of the Company in maintaining
its focus on safety and its customers and by achieving
record setting financial results despite challenging market
dynamics, extreme weather conditions and an unexpected
surge in volume.

Based on these factors and the overall effectiveness of
Mr. Ward’s leadership in 2014, the Board approved an
annual incentive compensation payout for Mr. Ward of
128% of target or $1.84 milion, which reflects an
adjustment for individual performance.

For the other NEOs, the payouts ranged between 116%
and 122% of his or her Target Incentive Opportunity as
indicated in the Summary Compensation Table.

How does the 2014 payout compare to prior year payouts?

The chart below illustrates the Company’s historical operating income and the percentage payout under the MICP since 2010.

Year

Operating Income (Target)

Operating Income (Actual)

Overall Payout (as a percentage of Target Incentive Opportunity)

$ 3.071

2010 2011 2012 2013 2014

$ 2500 $ 3425 $ 3.650 $ 3.300 $ 3.550
$ 3.418 $ 3.457 $ 3473 $ 3.613

156% 97% 60% 130% 116%

(1) Actual results reflect operating income at time of payout approval and do not reflect the revenue-related accounting adjustments disclosed in the Company’s Form 10-K for 2013.
The adjusted operating income for 2011 and 2012, as disclosed in the Company’s Form 10-K for 2013, was $3.470 billion and $3.464 billion, respectively. MICP payouts were
not impacted by the adjustments. Fiscal year 2010 included an extra week based on the 52/53 week calendar.

Has the short-term incentive plan been effective in driving Company performance?

The Company believes that the short-term incentive
opportunities provided to the NEOs help drive the
Company’s annual performance. Over the past five years,
operating performance has improved consistently, and the
Company continues its drive to further improve operating

Long-Term Incentive Compensation

Long-term incentive compensation is intended to enhance
the relationship between executive compensation and the
creation of shareholder value. This is accomplished by
providing incentives based on performance measures that
have historically driven long-term shareholder value, are
within management’s direct control and encourage long-
term commitment and perspective.
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income. From 2010 to 2014, operating income improved
from $3.071 billion to a Company record of $3.613 billion in
2014. The Committee believes that sustained improvements
in operating income have played, and will continue to play, a
critical role in the creation of shareholder value.

Long-term incentives are granted under the shareholder-
approved 2010 CSX Stock and Incentive Award Plan (the
“Stock Plan”). The Stock Plan allows multiple and varying
types of awards and provides flexibility in compensation
design. Award types can include restricted stock, restricted
stock units (“RSUs”), performance shares, performance
units, stock options and stock appreciation rights.



How is the LTIP structured?

COMPENSATION DISCUSSION AND ANALYSIS

New LTIP cycles are approved each year when the
Committee grants performance units to participants. These
grants are made following annual Board review of the
Company’s business plan for the applicable upcoming
three-year period, upon which the performance targets are
set. Each LTIP cycle is designed to emphasize performance
while aligning executives’ interests with those of
shareholders by linking the payout’s value to share price.
The three-year performance cycles run concurrently, so the
Company can have up to three active cycles during a given
year. The 2012-2014 cycle closed on December 26, 2014.
The 2013-2015 and 2014-2016 cycles remain in progress.

Each year, a market competitive annual long-term incentive
grant value (in dollars) is identified for each position level and
converted into the appropriate number of performance units
based on the value of CSX common stock. Actual payouts
for each LTIP cycle, if any, do not occur until January of the
year following the last year in the three-year cycle. These
payouts can vary significantly from the target grants in terms

of both the number of shares paid out and the market value
of CSX common stock at the time of payout. The value of a
payout is derived by multiplying the number of performance
units earned by the share price of CSX common stock at
the time of payout. Based on actual performance, as
discussed below, the payouts for the NEOs at the end of
the performance cycle can range from 0% to 200% of the
target grants. The Executive Team’s awards can be
reduced by as much as 30% based upon the Committee’s
assessment of the achievement of strategic goals. Dividend
equivalents are not paid on performance units for the
outstanding LTIP cycles.

Performance units are subject to forfeiture if employment
terminates before the end of the performance cycle for any
reason other than death, disability or retirement. If
employment terminates due to death, disability or
retirement, participants receive a pro-rata portion of the
award based on the number of months completed in the
LTIP cycle.

What was the performance measure for the 2012-2014 LTIP cycle?

Operating Ratio served as the performance measure for the
2012-2014 LTIP cycle. Operating Ratio is defined as annual
operating expense divided by annual operating revenue
adjusted by excluding non-recurring items that are
disclosed in the Company’s financial statements. The
Company chose Operating Ratio due to its historically high
correlation to Company stock price, alignment with
shareholder value and the ability of employees to
understand the impact of their actions in relation to
Company performance. It also motivates employees to
support service improvements. For the 2012-2014 LTIP

cycle, Operating Ratio is measured in the final year against
the goals set by the Committee at the beginning of the
cycle.

Operating Ratio projections, as set forth in the Company’s
three-year business plans, were used to establish the
threshold, target and maximum payout goals under the
2012-2014 LTIP cycle. To reach a payout at target or
above, Operating Ratio in the final year of this cycle required
achieving or outperforming the Company’s business plan
goals.

What were the financial goals for the 2012-2014 LTIP cycle?

The LTIP targets for the 2012-2014 LTIP cycle were set to
provide incentives to continue growing shareholder value.
Under the 2012-2014 LTIP cycle: (i) an Operating Ratio of
69.5% was needed to achieve a threshold payout; (i) an
Operating Ratio of 67.5% was needed to achieve a target
payout; and (i) an Operating Ratio of 65.5% was needed to

achieve a maximum payout. The performance levels for
threshold, target and maximum payouts represented a 1.4,
3.4 and 5.4 percentage point improvement, respectively,
over the 2011 Operating Ratio of 70.9%, as reported in the
2011 Form 10-K. These performance levels were subject to
adjustment based on oil prices as discussed below.

How are the performance levels adjusted for the price of 0il?

At the time of adoption of the 2012-2014 LTIP cycle, a
provision was made for the adjustment of the Operating
Ratio performance goals by a pre-determined amount if the
per barrel cost of oil varied significantly from the projected
price range of $90 to $110 (“Price Range”) per barrel of
West Texas Intermediate Crude (“WTIC”). This adjustment is

included in the plan design for each LTIP cycle due to the
significant impact volatile fuel prices have on expenses and
Operating Ratio. Based on the price per barrel of WTIC
during the cycle, there was no adjustment to the Operating
Ratio goals.
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What was the actual payout for the 2012-2014 LTIP cycle?

Based on the Operating Ratio of 71.5% for 2014, there was no payout for the 2012-2014 LTIP cycle as the Operating Ratio

did not meet the level required for a threshold payout.

What types of long-term incentive compensation were granted to the NEOs in 2014?

In 2014, the Company continued to provide long-term
incentives in the form of both performance units and RSUs
in order to provide a stable and balanced long-term
incentive portfolio and maintain a strong link to shareholder
value. This was achieved by determining a market
competitive long-term incentive grant value and allocating
75% of such value to performance units and 25% to time-
based RSUs. This approach partially offsets market volatility
and other external factors by sustaining a level of value
while simultaneously preserving an incentive to meet
performance goals.

Performance units are granted at the beginning of the
period known as the performance cycle in accordance with
the Company’s LTIP. Awards are paid in the form of CSX
common stock at the end of the period based on
attainment of pre-established performance goals.

RSUs represent a promise to issue shares of common
stock if a participant remains employed by the Company for
a defined period of time referred to as a restriction period.

RSUs granted in 2014 vest three years after the date of
grant. Participants receive cash dividend equivalents on the
unvested shares during the restriction period. Unlike
performance units, RSUs are not subject to any
performance requirements. RSUs are subject to forfeiture if
employment terminates before the end of the restriction
period for any reason other than death, disability or
retirement. If employment terminates due to death or
disability, the award fully vests and the shares are
distributed to the participant or the participant’s estate.
Upon retirement, the participant receives a pro-rata award
based on the number of months completed in the restriction
period.

In determining the number of units to be granted under
each long-term incentive vehicle, an average of CSX’s stock
price during the three full months prior to the grant date is
used, rather than the stock price on the date of grant. Using
the three-month average reduces the impact of daily
fluctuations in stock price.

Were there any changes to the LTIP for the 2014-2016 cycle?

In May 2014, the Committee approved the 2014-2016 LTIP
cycle, which uses Operating Ratio and ROA as the primary
performance measures. In light of the asset-intensive nature
of the Company’s business, the Committee chose to
continue using ROA as an additional long-term performance
measure for the 2014-2016 LTIP cycle because it serves as
an indicator of how efficiently Company assets are being
utilized. While Operating Ratio remains an important
measure of success for CSX and the industry, the
Committee believes that greater long-term shareholder
value can be achieved through continued use of ROA as a
performance measure. The 2014-2016 LTIP cycle is
designed to motivate employees to maximize asset

utilization and drive efficiencies that further increase service
and profitability.

ROA will be calculated using tax-adjusted operating income
divided by net property, excluding non-recurring items, as
disclosed in the Company’s financial statements. The tax-
adjusted operating income will use a flat 38% tax rate to
eliminate volatility of one-time tax issues. Net property is
calculated by subtracting accumulated depreciation from
gross property.

Operating Ratio and ROA will each comprise 50% of the
total payout opportunity for participants, and each will be
measured independently of the other.

Operating Expenses

Operating Ratio =

50%
Operating Revenues

and

Tax-Adjusted Operating Income

Return on Assets (ROA) =
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50%
Net Property



The threshold, target and maximum payouts for each
measure are 10%, 50% and 100%, respectively, generating
a target payout of 100% and a maximum possible payout of
200% for the 2014-2016 LTIP cycle. While plans prior to
2013 measured Operating Ratio in the final year of the LTIP
cycle, the 2014-2016 LTIP cycle will measure cumulative
Operating Ratio and average ROA over an 11-quarter
period from April 2014 to December 2016. The first quarter
of 2014 is not included in the performance period due to
timing of approval of the LTIP cycle.

COMPENSATION DISCUSSION AND ANALYSIS

In addition to Operating Ratio and ROA as the primary
performance  measures, the Committee maintains
downward discretion on the payouts for Executive Team
members based on relative total shareholder return
(“Relative TSR”). The Committee will evaluate Relative TSR
performance against the S&P 500, S&P 500 Transportation
Industry and peer railroads. If CSX’s 2014-2016 Relative
TSR is in the bottom quartile in any of the comparison
groups, the Committee may exercise up to 30% downward
discretion on the payout to Executive Team members.

How many performance units and RSUs were granted to the NEOs in 2014?

After establishing the market competitive annual long-term
incentive award value (in dollars) for each NEO, the dollar
value was then converted into a number of performance
units and RSUs based on the average closing price of CSX
stock for February, March and April 2014, which was
$28.08.

2014 Long-Term
Incentive Value

The table below indicates the number of performance units
granted under the 2014-2016 LTIP cycle and the number of
RSUs granted to each NEO on May 6, 2014.

Michael J. Ward $ 7,000,000
Oscar Munoz $ 2,000,000
Fredrik J. Eliasson $ 2,000,000
Clarence W. Gooden $ 2,000,000
Ellen M. Fitzsimmons $ 1,500,000

2014-2016
Performance Units 2014 RSUs Total Performance
(75% of Value) (25% of Value) Units and RSUs
186,966 62,322 249,288
53,419 17,806 71,225
53,419 17,806 71,225
53,419 17,806 71,225
40,064 18,355 53,419

Benefits

What types of Retirement and Health and Welfare Benefits are provided

to the NEOs?

Retirement Compensation:

CSX’s retirement programs consist of two components: a defined benefit pension plan and a 401(k) plan. The retirement
programs described below are provided to the NEOs under the following plans:

e CSX Pension Plan (the “Pension Plan”);

e Special Retirement Plan for CSX Corporation and Affiliated
Corporations (the “Special Retirement Plan”); and

CSX Pension Plan

e The Tax Savings Thrift Plan for Employees of CSX
Corporation and Affiliated Companies (“CSXtra Plan”).

The Pension Plan is qualified under the Code and covers CSX’s non-union employees. In general, pension benefits accrue
in two different ways: (i) for employees hired before January 1, 2003, benefits accrue based on a “final average pay” (“FAP”)
formula; and (i) for employees hired on or after January 1, 2003, benefits accrue based on a “cash balance” formula.
Further information on the Pension Plan can be found in the discussion following the Pension Benefits Table.

CSX Special Retirement Plan

The Special Retirement Plan is a nonqualified plan and primarily provides benefits that are otherwise limited under the
Pension Plan due to the qualified plan Code provisions. Further information on the Special Retirement Plan can be
found in the discussion following the Pension Benefits Table.
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CSXtra 401 (k) Plan

All CSX non-union employees may contribute to the CSXtra Plan, which is a traditional qualified 401(k) plan.
Participants may contribute on a pre-tax basis and receive Company matching contributions. The Company’s
matching contribution is equal to 100% on the employee’s first 1% contribution, and 50% on the employee’s additional
contributions up to 6% of base salary. Participants may invest contributions among available funds, which include the
stable value fund, balanced fund, large cap value fund, S&P 500 Index fund, large cap growth fund, international equity
fund, small cap value fund, retirement target date funds and a CSX stock fund.

Executive Deferred Compensation Plan:

CSX maintains an elective nonqualified executive deferred compensation plan (‘EDCP”) for the benefit of its eligible
executives and certain other employees. The purpose of the EDCP is to provide executives with the opportunity to:

e defer compensation in excess of qualified plan limits until retirement or another specified date or event; and

e defer compensation to allow them to receive the full Company matching contribution of 3.5% of base salary not otherwise
available to them under the 401 (k) plan.

The types of compensation eligible for deferral include base salary, short-term (annual) incentive compensation and LTIP
awards.

Health and Welfare Benefits:

CSX provides the same health and welfare benefits to the the same basis as other management employees, salary
NEOs as those available to eligible management continuance in the event of short-term or long-term
employees. The Company also provides basic life insurance disability, travel accident insurance and vacation based on
and accidental death and dismemberment (“AD&D”) length of service.

insurance coverage to all management employees, each of
which is equal to two times their respective annual salaries.
Both life and AD&D benefits were capped at $1,000,000
effective January 1, 2006, but employees who already had
coverage in excess of $1,000,000 retained the prior cap of
$3,000,000. The Company also provides to the NEQOs, on

CSX sponsors a post-retirement health and welfare plan for
management employees hired before January 1, 2003. The
Company stopped providing post-retirement health and
welfare benefits for management employees, including
executive officers, hired on or after January 1, 2003, as a
cost-saving measure.

Does the Company provide perquisites to its NEOs?

The perquisites provided to NEOs in 2014 included: (i) financial planning services up to $12,000; (i) excess liability insurance;
and (i) an annual physical examination. These perquisites were valued at approximately $15,000 for each NEO.

Since Mr. Ward became CEO in 2003, he has been required to travel by Company aircraft at all times for security purposes
and to ensure efficient use of his time. In 2014, the aggregate incremental cost to the Company of Mr. Ward’s Board-
mandated personal aircraft usage was $35,370. The aggregate incremental cost to the Company for personal aircraft usage
for each of the other NEOs did not exceed $6,500 in 2014.

Severance and Change-Of-Control Agreements

Is there any special severance plan provided to NEOs?

With the exceptions discussed in the Post-Termination and Change-of-Control Payments section in the Compensation
Tables’ narrative below, the Company does not generally provide for any special termination of employment payments or
benefits that favor the NEOs in scope, terms or operation. Payments are generally available to all salaried employees whose
positions are eliminated, pursuant to the terms of CSX's severance plan, which pays benefits based upon years of service.
The benefits range from one month of base pay (if one to three years of service has been attained) to one year of base pay (if
at least 34 years of service has been attained).

Does the Company provide Change-of-Control Agreements to its NEOs?

Yes. At the end of 2014, each of the NEOs had a Change-of-Control Agreement that was designed to ensure management
objectivity in the face of a potential transaction and further promote recruitment and retention of top executives. Since
payment is “double-trigger” (.e., payments are conditioned upon a change-of-control as well as separation from
employment), executives are financially protected and thereby properly positioned to negotiate in the best interests of
shareholders.
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A detailed description of the Change-of-Control Agreements is set forth under the section entitled “Post-Termination and
Change-of-Control Payments.”

Are there limits on severance amounts paid to NEOs pursuant
to Change-of-Control Agreements?

Yes. In February of 2011, the Board adopted a policy for severance benefits applicable to all agreements (the “Policy”). The
Policy: (i) requires a “double-trigger” to receive severance; (i) prohibits Company reimbursement for the payment of excise
taxes; (i) defines “bonus” as the current “target” amount; and (iv) requires a contract term not to exceed three years. The
Policy also provides that the payment of severance benefits, without shareholder approval, is limited to 2.99 times base
salary plus bonus. The Poalicy is available on the Company’s Internet website at http.//investors.csx.com under the heading
“Corporate Governance.” All of the NEOs’ Change-of-Control Agreements are in compliance with the Policy.

Does the Company have stock ownership guidelines for the NEOs?

Yes. CSX believes that, in order to align the interests of the Executive Team, as identified in the table below, with those of its
shareholders, it is important that Executive Team members hold a meaningful ownership position in CSX common stock
relative to their base salary. To achieve this linkage, CSX has established the following formal stock ownership guidelines.
Members of the Executive Team must retain 100% of their net shares issued until the guidelines are achieved and have five
years in which to do so. In addition to the ownership guidelines set forth below, the CEO, President and Chief Operating
Officer, Executive Vice Presidents and Senior Vice Presidents may only dispose of shares held in excess of 120% of the
applicable ownership threshold. The requirements are as follows:

Position Minimum Value

Chief Executive Officer 6 times base salary

As of December 26, 2014, all NEOs held amounts of CSX
common stock in excess of these ownership guideline
requirements. In addition, as part of its stock ownership
guidelines, the Company has adopted a one-year holding
period for Executive Team members for restricted stock and
RSUs following vesting. Accordingly, NEOs must wait one
year after the completion of the restriction period before
entering into any transaction involving such stock.

President and Chief Operating Officer 6 times base salary

Executive Vice Presidents 4 times base salary
Senior Vice Presidents 3 times base salary

Vice Presidents and Equivalent 1 time base salary

What are the accounting, tax and dilution considerations
of CSX’s compensation programs?

As discussed above, a significant portion of each NEO’s elements of executive compensation to meet the

direct compensation is based solely on performance.
Section 162(m) of the Code imposes a $1 million limit on the
amount that CSX may deduct for compensation paid to the
NEOs. However, performance-based compensation paid
under a plan that has been approved by shareholders is
excluded from the $1 milion limit if, among other
requirements, the compensation is payable only if pre-
established objective performance goals are achieved and
the Committee that establishes and certifies attainment of
the goals consists only of outside directors.

While the tax effect of any compensation arrangement is a
factor to be considered, the effect is evaluated by the
Committee in light of CSX's overall compensation
philosophy and objectives. CSX’s compensation program
for NEOs has both objective and discretionary elements.
Generally, the Committee wishes to maximize CSX’s federal
income tax deductions for compensation expense.
Therefore, the Company has endeavored to structure the
short-term and long-term performance-based incentive

requirements for deductibility under Section 162(m) while
retaining the ability to apply permissible negative discretion
in determining the ultimate award payouts. Nonetheless, the
Committee does not believe that compensation decisions
should be constrained by how much compensation is
deductible for federal tax purposes. Accordingly, the
Committee is not limited to paying compensation under
plans that are qualified under Section 162(m) and the
Committee’s ability to retain flexibility in this regard may, in
certain circumstances, outweigh the advantages of
qualifying all compensation as deductible under
Section 162(m).

The Committee also considers other tax aspects and the
accounting and shareholder dilutive costs of specific
executive compensation programs, and seeks to balance
the tax, earnings and dilutive impact of executive
compensation plans with the need to attract, retain and
motivate highly-qualified executives.
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Summary Compensation Table

The Summary Compensation Table presents the amount and type of compensation in 2014 for the CEQO, the CFO and the
next three most highly-paid executive officers.

Change in
Pension
Value and
Nonqualified
Non-Equity Deferred
Stock | Option| Incentive Plan | Compensation All Other
Compensation® Earnings® | Compensation®
Salary ($)
Michael J. Ward® 2014 $1,200,000 - $6,962,613 = $1,843,200 $ 62,276 $10,068,089
g:glrcn;%n, President 5413 1,164,855 - $9,212,408 - $2,000,000 $ 67,369 $12,444,632
2012 $1,100,000 - $6,088,591 - $ 792,000 $109,531 $ 8,090,122
Oscar Munoz(" 2014 $ 750,000 - $1,989,315 - $ 783,000 $200,233 $ 52,998 $ 3,775,546
Executive Vice 2013 $ 715,217 - $2,163,106 - $ 836,804 $181,501 $ 46,201 $ 3,942,829
President and COO
2012 $ 650,000 - $2,538,242 - $ 368,550 $122,747 $ 31,499 $ 3,711,038
Fredrik J. Eliasson 2014 $ 550,000 - $1,989,315 = $ 603,900 $874,385 $ 23,394 $ 4,040,994
Executive Vice 2013 $ 532,609 - $2,703,876 - $ 623,152 $151,304 $ 26,184 $ 4,037,125
President and CFO
2012 $ 479,095 $2,602,257 - $ 258,712 $451,429 $ 12,526 $ 3,804,019
Clarence W. Gooden 2014 $ 650,000 - $1,989,315 - $ 678,600 $205,109 $ 52,495 $ 3,575,519
Executive Vice 2013 $ 615,217 - $2,703,876 - $ 719,804 $ 46,063 $ 4,084,960
President and CCO
2012 $ 550,000 - $2,029,523 - $ 297,000 $ 29,853 $ 2,906,376
Ellen M. Fitzsimmons 2014 § 550,000 - $1,491,993 - $ 510,400 $953,502 $ 34,971 $ 3,540,866
Executive Vice President, 2013 § o $1.622 3 ” $ 7 $ 2.742.00
General Counsel, and 013 532,609 - $1,622,336 - 553,913 33,36 742,225
Corporate Secretary 2012 $ 500,000 - $1,522,148 = $ 240,000 $926,156 $ 26,874 $ 3,215,178

(1) On February 11, 2015, Mr. Munoz was appointed President and Chief Operating Officer of CSX Corporation. Mr. Ward remains Chairman of the Board and Chief Executive Officer.

(2) Stock Awards—Amounts disclosed in this column are related to LTIP performance units, RSUs and restricted stock granted in 2012, 2013 and 2014, and reflect the aggregate
grant date fair value of such stock awards computed in accordance with Topic 718. For performance units, the grant date fair value is based on the probable outcome of
performance conditions. For more information and assumptions used in valuing these awards, see Note 4, Stock Plans and Share-Based Compensation in the Notes to
Consolidated Financial Statements in the Company’s 2014 Annual Report on Form 10-K, which was filed on February 11, 2015. If the highest level of performance under each
LTIP cycle is achieved, the maximum grant date fair value of the performance units (which does not include RSUs or restricted stock) for each NEO by year of grant would be:
2014: Mr. Ward—$10,443,920, Messrs. Eliasson, Munoz and Gooden—$2,983,986 and Ms. Fitzsimmons—3$2,237,976; 2013: Mr. Ward—3$11,356,300, Messrs. Eliasson,
Munoz and Gooden—3$3,244,672, and Ms. Fitzsimmons $2,433504; and 2012: Mr. Ward—$9,132,886, Messrs. Munoz and Gooden—3$3,044,296, and Mr. Eliasson and
Ms. Fitzsimmons—$2,283,222.

(3) Non-Equity Incentive Plan Compensation—The 2014 annual incentive compensation was paid in February 2015 based on a 116% payout of the 2014 MICP, adjusted for
individual performance. Based on his 2014 performance, Mr. Ward received a 128% payout of $1,843,200. Mr. Eliasson received a 122% payout of $603,900. Messrs. Munoz and
Gooden and Ms. Fitzsimmons received a 116% payout: $783,000; $678,600; and $510,400, respectively.

(4) Change in Pension Value and Nonqualified Deferred Compensation Earnings—The values in this column reflect only changes in the actuarial present value of pension benefits as
there were no above-market nonqualified deferred compensation earnings to report. The present value of accumulated benefits for 2014 reflects a discount rate of 4.0% compared
fo the 4.75% discount rate applicable for 2013. This discount rate change was the result of actuarial agjustments based on changes in corporate bond rates. The present values
also increased due to actuarial adjustments to the mortality basis reflecting longer life expectancies. CSX measured its pension values as of December 31, 2014. For 2014, the
actuarial change in Mr. Ward's pension value was ($508,342). The decreases in present value for Mr. Ward are a result of continuing to work past the pension plan’s unreduced
retirement benefit age of 60 thereby forgoing retirement payments.

(5) All Other Compensation—The values in this column include amounts for personal aircraft usage, financial planning services, physical examination, annual health care savings
account contribution, excess liability insurance, the Company’s match under the 401(k) and nonqualified deferred compensation plans. In addition, as part of its philanthropic
activities, the Company makes periodic contributions at the suggestion of its officers, to qualifying 501(c)(3) charitable organizations in the Company’s Service territory. For
Mr. Ward, this column includes, along with the items discussed above, costs associated with home security and Company-mandated aircraft usage with an aggregate incremental
cost to the Company of $35,370. The personal aircraft usage amount was calculated using the direct hourly operating cost of $1,965 per flight hour for 2014 plus taxes. The
aggregate incremental cost to the Company for the use of Company aircraft for personal travel is calculated by multiplying the hourly variable cost rate (including fuel, oil, airport
and hangar fees, crew expenses, maintenance and catering and taxes) for the aircraft by the hours the executive used the aircraft. For these purposes, hours occupied by any
“tleadhead” aircraft legs are included in the total hours the aircraft was used by the executive.
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2014 Grants of Plan-Based Awards Table

The Grants of Plan-Based Awards Table is a supporting table to the Summary Compensation Table. In 2014, the NEOs
received the plan-based awards as shown in the table below.

Estimated Possible Payouts Estimated Future Payouts All Other Stock | Grant Date Fair
Under Non-Equity Incentive Under Equity Incentive Awards; Number | Value of Stock
Plan Awards( Plan Awards®@ of shares of and Option
Threshold Target | Maximum | Threshold | Target | Maximum stock or units® Awards®
Michael J. Ward May 6, 2014 18,697 186,966 373,932 $5,221,960
May 6, 2014 62,322 $1,740,653

144,000 1,440,000 3,000,000
Oscar Munoz May 6, 2014 5,342 53,419 106,838 $1,491,993
May 6, 2014 17,806 $ 497,322

67,500 675,000 3,000,000
Fredrik J. Eliasson May 6, 2014 5342 53,419 106,838 $1,491,993
May 6, 2014 17,806 $ 497,322

49,600 495,000 3,000,000
Clarence W. Gooden May 6, 2014 5,342 53,419 106,838 $1,491,993
May 6, 2014 17,806 $ 497,322

58,5600 585,000 3,000,000
Ellen M. Fitzsimmons May 6, 2014 4,006 40,064 80,128 $1,118,988
May 6, 2014 13,355 $ 373,005

44,000 440,000 3,000,000

(1) Estimated Possible Payouts Under Non-Equity Incentive Plan Awards—The amounts in these columns reflect what the payments could have been for 2014 under the SEIP as
typically administered by the Committee using the Target Incentive Opportunities and Company performance measures under the MICP. The values reflect a threshold payout of
10%, a target payout of 100% and a maximum payout that cannot exceed the lesser of 0.3% of operating income for the CEQ and 0.2% of operating income for each other NEO or
$3 million under the shareholder approved SEIP. At the Committee’s discretion, payouts can be zero. The actual payments for 2014 are shown in the Summary Compensation
Table.

(2) Estimated Future Payouts Under Equity Incentive Plan Programs—The values in these columns reflect the potential payout in shares under the 2014-2016 LTIP cycle based on
pre-established financial performance and strategic goals. The Company's performance will determine a payout of shares which can range from 0% to 200% of the LTIP grants.
The values reflect payouts of 10% at threshold, 100% at target and 200% at maximum. The 10% threshold payout assumes that only one financial performance measure were to
reach the threshold performance level. If both financial performance measures were to reach the threshold performance level, the resulting payout would be 20%.

(3) All Other Stock Awards, Number of shares of stock or units—The value in this column reflects the number of RSUs granted in 2014.

(4) Grant Date Fair Value of Stock and Option Awards—The values in this column reflect the number of performance units (based on the probable outcome of the performance
conditions, which is the target number) and RSUs, each multiplied by $27.93 (the closing price of CSX stock on the date of grant in accordance with Topic 718).
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2014 Outstanding Equity Awards at Fiscal Year End

The table below presents information pertaining to all outstanding equity awards held by the NEOs as of December 26,
2014. Stock awards are comprised of outstanding restricted stock, RSUs and performance units.

Stock Awards

Equity Incentive Plan

Equity Incentive Plan Awards: Market or

Number of Market Value of Awards: Number of Payout Value of

Shares or Shares or Unearned Shares, Unearned Shares,

Units of Stock Units of Stock Units or Other Units or Other

That Have That Have Rights That Have Rights That Have

Not Vested() Not Vested® Not Vested® Not Vested®

(#) () (#) ()

Michael J. Ward 270,312 $9,915,044 411,133 $15,080,358
Oscar Munoz 85,195 $3,124,953 117,467 $ 4,308,690
Fredrik J. Eliasson 77,809 $2,854,034 117,467 $ 4,308,690
Clarence W. Gooden 83,577 $3,065,604 117,467 $ 4,308,690
Ellen M. Fitzsimmons 46,672 $1,711,929 88,100 $ 3,231,508

(1) Number of Shares or Units That Have Not Vested—The units reflected in this column represent RSUs granted in May 2012, 2013 and 2014 that will vest in 2015, 2016 and 2017,
respectively, assuming continued employment. In addition, this column includes 64,048 RSUs for Mr. Ward that will vest in May 2016, 22,967 shares of restricted stock for
Mr. Munoz that will vest in February 2017, 21,349 shares of restricted stock for Mr. Eliasson that will vest in May 2018 and 21,349 RSUs for Mr. Gooden that will vest in May
2016.

Grant Date May 8, 2012 May 7, 2013 May 6, 2014 Total Unvested
Vest Date May 7, 2015 May 6, 2016 May 5, 2017 RSUs

Michael J. Ward 69,220 74,722 62,322 206,264
Oscar Munoz 23,073 21,349 17,806 62,228
Fredrik J. Eliasson 17,305 21,349 17,806 56,460
Clarence W. Gooden 23,073 21,349 17,806 62,228
Ellen M. Fitzsimmons 17,305 16,012 13,355 46,672

(2) Market Value of Shares or Units of Stock That Have Not Vested— The market values are based on the Company’s closing Stock price as of December 26, 2014 of $36.68.

(3) Equity Incentive Plan Awards: Number of Unearned Shares, Units or Other Rights That Have Not Vested—In accordance with the SEC requirements for this table, the number of
shares shown in the column above represents the sum of the performance units that would be payable under the 2013-2015 and 2014-2016 LTIP cycles if the Company’s actual
performance in 2014 was applied to each plan’s performance measures. The Company’s 2014 performance would have resulted in a 41% payout for the 2013-2015 cycle and 45%
for the 2014-2016 cycle. The SEC requires that projected payouts be shown at the next higher performance measure; therefore, the number of performance units shown is equal to
the target payout for the 2013-2015 cycle (100%) and the target payout for the 2014-2016 cycle (100%).

(4) Equity Incentive Plan Awards: Market or Payout Value of Unearned Shares, Units or Other Rights That Have Not Vested—The market values are based on the Company’s closing
stock price as of December 26, 2014 of $36.68.
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2014 Option Exercises and Stock Vested Table

The table below presents the value of options, restricted stock and RSUs that vested in 2014.

Option Awards Stock Awards

Shares Acquired Value Realized Shares Acquired Value Realized
on Exercise on Exercise on Vesting™ on Vesting®
(#) (] (#)

Michael J. Ward - - 59,784 $1,663,789
Oscar Munoz - - 19,929 $ 554,624
Fredrik J. Eliasson = = 1,494 $ 41,578
Clarence W. Gooden - - 19,929 $ 554,624
Ellen M. Fitzsimmons - - 14,946 $ 415,947

(1) Shares Acquired on Vesting—Shares acquired through stock awards include restricted stock units that vested in May 2014.

(2) Value Realized on Vesting—The values in this column reflect the number of restricted stock units that vested on May 2, 2014 multiplied by $27.83 — the closing price of CSX
stock on the vesting date.

Pension Benefits Table

As reflected by the Pension Benefits Table, and as described below, CSX maintains defined benefit plans (qualified and
nonqualified) under which the NEOs are entitled to benefits including: the Pension Plan (both “final average pay” and “cash
balance” formulas) and the Special Retirement Plan.

Number of Years Present Value of Payments During
Credited Service Accumulated Benefit Last Fiscal Year
Plan Name #) ($) (3]

Michael J. Ward () Qualified CSX Pension Plan 37.583 $ 1,836,845
Nonqualified Special Retirement Plan 44,000 $19,824,151 -
Oscar Munoz Qualified CSX Pension Plan 11.667 $ 206,984 =
Nonqualified Special Retirement Plan 11.667 $ 934,676 -
Fredrik J. Eliasson Qualified CSX Pension Plan 19.583 $ 620,104 =
Nonqualified Special Retirement Plan 19.583 $ 1,410,057 -
Clarence W. Gooden @ Qualified CSX Pension Plan 43.083 $ 2,282,802 =
Nonqualified Special Retirement Plan 44,000 $ 7,543,205 -
Ellen M. Fitzsimmons Qualified CSX Pension Plan 23.333 $ 1,127,164 =
Nonqualified Special Retirement Plan 23.333 $ 3,485,203 -

(1) Nonqualified Special Retirement Plan—Mr. Ward's credited service under the Special Retirement Plan is 44 years, including additional years of service credited in accordance with
the Special Retirement Plan (see section entitled “Special Retirement Plan of CSX and Affiliated Corporations—Additional Service Credit”); his actual years of service are 37.58
years. The present value of his accumulated benefit under the Special Retirement Plan that is attributable to his credited years of service above his actual years of service is
$3,135,933. Note that Mr. Ward stopped receiving accruals of extra years of service in 2006.

(2) Nonqualified Special Retirement Plan—Mr. Gooden'’s credited service under the Special Retirement Plan is 44 years, including additional years of service credited in accordance
with the Special Retirement Plan (see section entitled “Special Retirement Plan of CSX and Affiliated Corporations—Additional Service Credit’); his actual years of service are
43.08 years. Mr. Gooden stopped receiving accruals of extra years of service in 2006. The present value of his accumulated benefit under the Special Retirement Plan that is
attributable to his credited years of service above his actual years of service is $198,295.

Qualified CSX Pension Plan

Final Average Pay Formula for Employees Hired Before January 1, 2003

For employees hired before January 1, 2003, the final average period. The benefit is equal to 1.5% of the employee’s final
pay formula provides for a benefit, in the form of a life annuity average pay multiplied by the employee’s years of service.
starting at age 65. The pay taken into account under the final This amount is then reduced by 40% of the employee’s Social
average pay formula includes base salary and annual incentive Security benefits or 60% of the employee’s Railroad
payments for the employee’s highest consecutive 60-month Retirement benefits, or both, as applicable.
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The resulting benefit is subject to a cap imposed under
Code Section 415 (the “415 Limit”). The 415 Limit for 2014
is $210,000 (for a life annuity at age 65) and is subject to
adjustment for future cost of living changes. Further, under
the Code, the maximum amount of pay that may be taken
into account for any year is limited. This limit (the
“Compensation Limit”) is $260,000 for 2014 and is also
subject to adjustment for future cost of living changes.
Messrs. Ward, Eliasson and Gooden and Ms. Fitzsimmons
were hired before January 1, 2003, and are covered by the
final average pay formula under the Pension Plan.

e Transfer Benefits—The Pension Plan provides an
enhancement to the pension benefits of those
participants who transfer from a position covered by
Railroad Retirement to a position covered by Social
Security before January 1, 2014. This enhancement is to
make up for any retrement benefit lost due to
discontinuance of Railroad Retirement service.

¢ Vesting—Benefits under the Pension Plan final average
pay formula vest upon the earlier of the completion of five
years of service or attainment of age 65.

e Early Retirement—The Pension Plan final average pay
formula has a normal retirement age of 65. However,
employees with 10 years of service may retire as early as
age 55, but with a reduction from full benefits to reflect
early commencement of the benefit prior to age 65. If an
active participant reaches age 55 with 10 years of service,
the reduction for early retirement is 1/360% of the pension
benefit for each month the benefit commences prior to
age 60 (rather than age 65). Messrs. Ward and Gooden
have already attained age 55 with 10 years of service and
thus are currently eligible to retire under the early
retirement provisions of the Pension Plan.

e Form of Payment of Benefits—Benefits under the
Pension Plan’s final average pay formula are payable in
various annuity forms at retirement. The valuation method
and actuarial factors used to determine the present value
of accumulated benefits shown in the table are described
in CSX’s 2014 Annual Report on Form 10-K.

Cash Balance Formula for Employees Hired on or After January 1, 2003

Employees who become eligible to participate in the
Pension Plan on or after January 1, 2003 earn pension
benefits under the cash balance formula. These benefits are
expressed in the form of a hypothetical account balance.
For each month of service, the participant’s account is
credited with a percentage of the participant’s pay for that
month. The percentage of pay credited is determined based
on the participant’s age and years of service.

The hypothetical account earns interest credits on a
monthly basis based on the annual 10-year Treasury bond
rate and the participant’s account balance as of the end of
the prior month. The average annual interest crediting rate
used for 2014 was 3.66%. Pay for purposes of the cash
balance formula is defined in the same way as for the final
average pay formula. The 415 Limit and Compensation
Limit also apply in determining benefits under the cash
balance formula.

Because Mr. Munoz was hired after January 1, 2003, he is
covered by the cash balance formula. Mr. Munoz earned
benefits in 2014 at a rate equal to 7% of pay up to the
Social Security Wage Base (“Wage Base”), which was
$117,000 in 2014, and 11% of pay in excess of the Wage
Base.

¢ Vesting—Benefits under the cash balance formula vest
upon the earlier of the completion of three years of
service or attainment of age 65.

e Form of Payment of Benefits —Benefits under the cash
palance formula may be paid upon termination of
employment or retirement as a lump sum or in various
annuity forms. The valuation method and actuarial factors
used to determine the present value of accumulated
benefits shown in the table are described in CSX’s 2014
Annual Report on Form 10-K.

Special Retirement Plan of CSX and Affiliated Corporations

The Special Retirement Plan is a nonqualified plan that generally covers CSX executives, including the NEOs, whose
compensation exceeds the Compensation Limit. The purpose of the Special Retirement Plan is to assist CSX in attracting
and retaining key executives by allowing the Company to offer competitive pension benefits on the basis described below.

Benefits

The Special Retirement Plan formula replicates the qualified plan formula but provides for the payment of benefits that would
otherwise be denied under the Pension Plan due to the 415 Limit and the Compensation Limit, both described above.
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Additional Service Credit

The Special Retirement Plan provides for the granting of
additional service credit to executives designated by the
CEO where it is necessary to do so in order to provide
competitive retirement benefits. Messrs. Ward and Gooden
have been covered by the Special Retirement Plan’s
additional service crediting provisions since September 2,
1995 and December 21, 1996, respectively. Pursuant to the
Special Retirement Plan’s applicable service crediting rules,
an eligible executive is credited with one additional year of
service for each actual year of service worked beginning no

Executive-Specific Benefits

The Special Retirement Plan allows for the payment of
individually  negotiated nonqualified pension  benefits.
Mr. Ward is the only NEO that has such benefits. Mr. Ward’s
benefit ensures that any shortfall that may arise under the
transfer benefit (from Railroad Retirement to Social Security)
will be paid under the Special Retirement Plan.

Form of Payment of Benefits; Certain Forfeiture Provisions

Under the terms of the Special Retirement Plan,
nonqualified pension benefits can be paid in the same form
as under the Pension Plan, except that Messrs. Ward and
Gooden were permitted and elected to receive their Special
Retirement Plan pension benefits in the form of a lump sum.
Pension benefits under the Special Retirement Plan are

COMPENSATION DISCUSSION AND ANALYSIS

earlier than age 45 continuing until age 65. Total service
cannot exceed a maximum of 44 years, unless actual
service exceeds 44 years. The additional service credit
vests upon an executive’s attainment of age 55 and
completion of 10 years of actual service. Messrs. Ward and
Gooden have attained the maximum levels of creditable
service under this provision. The additional two-for-one
service credits discussed above were awarded in the mid-
1990’s under a plan provision that is no longer utilized for
new participants.

subject to: (i) suspension and possible forfeiture if a retired
executive competes with the Company or engages in acts
detrimental to the Company; or (i forfeiture if an executive
is terminated for engaging in acts detrimental to the
Company.

Under the current terms of the Special Retirement Plan,
unless an employee has elected otherwise, within 45 days
after a change-of-control, the employee is entitled to a lump
sum payment equal to the actuarial present value of his or
her accrued benefit under the Special Retirement Plan. The
valuation method and actuarial factors used to determine
the present value of accumulated benefits shown in the
Pension Benefits Table for the Special Retirement Plan are
described in CSX’s 2014 Annual Report on Form 10-K.

Nonqualified Deferred Compensation Table

The Nonqualified Deferred Compensation Table presents a
summary of 2014 contributions made under the EDCP,
CSX’s current executive nonqualified deferral program, as
well as 2014 earnings, distributions and year-end balances.
Two types of deferrals are represented below: cash

Executive
Contributions

Last Fiscal Year("

Registrant
Contributions
Last Fiscal Year®

deferrals and stock deferrals. Cash deferrals include
deferred portions of an NEO’s base salary and short-term
incentive payments. Stock deferrals include deferred
portions of compensation payable in the form of CSX
common stock.

Aggregate
Earnings
Last Fiscal Year®

Aggregate
Distributions Aggregate
Last Fiscal Year® Balance Last

()
Michael J. Ward =

Oscar Munoz $ 29,400 $ 17,150
Fredrik J. Eliasson $ 17,400 $ 10,150
Clarence W. Gooden $ 23,400 $ 13,650
Ellen M. Fitzsimmons $ 17,400 $ 10,150

%) Fiscal Year ($)

$ 3,710,493 $ 246,832 $ 15,406,105
$ 56,642 - $ 1,377,859
$ 1,228 - $ 53,213
$ 56,573 - $ 428,707
$ 169,761 $ 12,372 $ 940,225

(1) Executive Contributions Last Fiscal Year—Executive contributions in 2014 under the CSX Executive’s Deferred Compensation Plan are also reported in the Salary column of the

Summary Compensation Table.

(2) Registrant Contributions Last Fiscal Year—Company contributions in 2014 are also reported in the All Other Compensation column of the Summary Compensation Table.

(3) Aggregate Earnings Last Fiscal Year—Earnings on cash deferrals include the total gains and losses credited in 2014 based on the hypothetical investment of those amounts in the
manner described below. Earnings on stock deferrals reflect the difference between the closing stock price at the end of 2013 and 2014, plus any dividends credited in 2014.

(4) Aggregate Distributions Last Fiscal Year—NMr. Ward's and Ms. Fitzsimmons’ distributions are dividends credited in 2014 on deferred stock balances that were paid out in the form

of cash.
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Eligible Deferrals

Under the EDCP, participants are entitled to elect to defer
up to: (i) 75% of base pay; (i) 100% of awards payable in
cash under CSX’s incentive compensation plans; and
(i) 100% of performance units payable in the form of stock.
Participants also are entitled to matching contributions

Investment of Deferred Amounts

In accordance with a participant’s individual elections,
deferred amounts, other than stock awards, are treated as if
they were invested among the investment funds available

Timing and Form of Payments

EDCP participants may elect to receive payment of their
deferred amounts, including earnings, upon separation from
service, the attainment of a specified date or upon a
change-of-control.  Participants may elect to receive
payment in the form of a lump sum or in semi-annual
installments over a number of years not in excess of 20
years.

A participant may apply for accelerated payment of deferred
amounts in the event of certain hardships and

based on the amount of additional matching contributions
that the NEO would have received under CSX's 401(k) plan
assuming that: (i) certain Code limits did not apply; and
(i) contributions made under the EDCP were instead made
under CSX’s 401(k) plan.

under the qualified 401(k) plan. Participants may elect to
change the investment of deferred amounts, other than
deferred stock awards.

unforeseeable emergencies. A participant also may elect to
receive accelerated distribution of amounts deferred before
January 1, 2005 (and earnings thereon) other than for
hardship or an unforeseeable emergency, but the
participant is required to forfeit a percentage of the amount
to be distributed. Under the EDCP, cash deferrals are
distributed in the form of cash and deferred stock awards
are paid in the form of CSX common stock.

Post-Termination and Change-Of-Control Payments
Do NEOs participate in a severance plan?

The Company covers its NEOs under the same severance plan available to all employees and does not generally provide for
any special termination of employment payments or benefits that favor the NEOs. Other than the Change-of-Control
Agreements, the Company currently does not have any severance agreements in place with its NEOs that would provide
special termination payments or benefits.

Are there any special vesting rules in the event of severance?

No. However, in the case of separation due to retirement, death or disability with respect to pending short-term incentives
and equity-based awards, all employees receive a pro-rata award based on the number of months elapsed between the
date of grant and the date of separation.

Do the NEOs participate in Change-of-Control Agreements?

Yes. Each of the NEOs participates in a Change-of-Control Agreement providing “double-trigger” benefits (i.e., payments are
conditioned upon a change-of-control as well as separation from employment) with a three-year term ending in 2017 unless
renewed.

How is change-of-control defined?

Under the agreements described below, a “change-of-
control” generally includes any of the following:

e the acquisition of beneficial ownership of 20% or more of
CSX’s outstanding common stock or the combined
voting power of CSX’s outstanding voting stock by an
individual or group as defined under applicable SEC
rules;

e f individuals, who as of the date of the Change-of-
Control Agreement, constitute the Board (the “Incumbent
Board”) cease for any reason to constitute at least a

majority of the Board; provided, however, that any
individual becoming a director subsequent to such date
whose election or nomination for election by the
Company’s shareholders was approved by a vote of at
least a majority of the Directors then comprising the
Incumbent Board shall be considered as though such
individual were a member of the Incumbent Board, but
excluding, for this purpose, any such individual whose
initial assumption of office occurs as a result of an actual
or threatened election contest with respect to the
election or removal of Directors or other actual or
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threatened solicitation of proxies or consents by or on
behalf of an individual, entity or group (as defined under
applicable SEC rules);

e a business combination (such as a merger, consolidation
or disposition of substantially all of the assets of CSX or
its principal subsidiary), excluding business combinations
that will not result in a change in the equity and voting
interests held in CSX, or a change in the composition of
the Board, over a specified percentage; or

e the liquidation or dissolution of CSX or its principal
subsidiary.

COMPENSATION DISCUSSION AND ANALYSIS

Each Change-of-Control Agreement provides for salary and
certain benefits to be continued at no less than specified
levels generally for a period of up to three years after a
change-of-control (the “Employment Period”), and for
certain payments and other benefits to be paid or provided
by CSX upon an executive’s termination of employment
within the Employment Period. No payments have been
made to any NEO pursuant to the Change-of-Control
Agreements.

What benefits are provided during the employment period where

no termination has occurred?

During the Employment Period, CSX is required to:

e pay the executive an annual base salary that is at least
equal to the highest base salary payable to the executive
in the 12-month period immediately preceding the
Employment Period (although certain reductions in salary
that are also applicable to similarly situated peer
executives may be permitted);

e provide the executive with an opportunity to earn an
annual incentive at a minimum, target and maximum level
that is not less favorable than the executive’s opportunity
to earn such annual incentives prior to the Employment

Period (although certain reductions also applicable to
similarly situated peer executives may be permitted); and

e cause the executive to be eligible to participate in
incentive, retirement, welfare and other benefit plans and
to benefit from paid vacation and other policies of CSX
and its affiliates, on a basis not less favorable than the
benefits generally available to the executive before the
Employment Period (or the benefits generally available to
peer executives at any time after the beginning of the
Employment Period, whichever is more favorable).

What benefits are provided if the NEO is terminated?

Under the Change-of-Control Agreements, CSX will provide
severance payments and other benefits to NEOs upon their
termination of employment during the Employment Period.
The amount of benefits depends on the reason for
termination as discussed below.

Termination Without “Cause,” Resignation for “Good
Reason” or “Constructive Termination.” CSX will pay to
the executive the severance benefits described below fif,
during the Employment Period, CSX terminates the
executive’s employment without “cause”, the executive
resigns for “good reason” or upon a “constructive
termination.” An executive whose employment is terminated
without “cause” in anticipation of a change-of-control is also
entitled to the following benefits.

Cash Severance Payment—A lump sum cash payment
equal to the sum of the following:

e the executive’s accrued pay (unpaid salary and unused
vacation) and pro-rated bonus determined using the
current target bonus; and

e 2.99 times the sum of the executive’s annual base salary
and the executive’s “target bonus” (the Company
provides the best-net-benefit meaning that to the extent

that an executive would have a higher net benefit if the
executive avoided excise taxes due 1o an excess
parachute payment, the Change-of-Control Agreement
provides for an automatic downward adjustment to
prevent an excess parachute payment).

Medical and Other Welfare Benefits—The equivalent of
continued medical and life insurance and other welfare
benefit plan coverage for three years after termination of
employment at a level at least as favorable as the benefits
provided to the executive during the Employment Period (or
the benefits then generally available to peer executives,
whichever is more favorable).

Outplacement—Outplacement services at a cost to CSX
not to exceed $20,000.

Termination for Other Reasons—If the executive’s
employment is terminated due to the executive’s death or
disability, or voluntarily by the executive, CSX will make a
lump sum cash payment equal to the executive’s accrued
pay (which includes unpaid base salary and unused
vacation). If the executive’s employment is terminated by
CSX for “cause,” CSX will pay the executive a lump-sum
cash payment of any unpaid portion of his or her annual
base salary through the date of termination.
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Definitions:

“Cause” generally refers to: (i) the willful and continued
failure of the executive to perform his or her duties to CSX;
or (i) the willful engagement in illegal conduct or gross
misconduct that is materially and demonstrably injurious to
CSX.

“Constructive termination” applies in the case of a business
combination subject to the approval of the Surface
Transportation Board, and refers to the occurrence of any
of the following during the portion of the Employment Period
prior to that agency’s final decision:

e the substantial diminution of the executive’s duties or
responsibilities;

e a reduction in compensation payable during the
Employment Period (other than a reduction in incentive

opportunities, benefits and perquisites where the
executive’s peer executives suffer a comparable
reduction);

e CSX’s requiring the executive to be based more than 35
miles from his or her location or to travel on business to a
materially greater extent than before; or

e any purported termination by CSX of the executive’s
employment other than for “cause.”

“Disability” generally refers to the executive’s absence from
duties for 180 consecutive business days as a result of total
and permanent mental or physical iliness.

“Good reason” generally refers to the occurrence of any of
the following:

e the assignment to the executive of duties inconsistent
with, or a diminution of, his or her position, authority,
duties or responsibilities;

e any failure of CSX to comply with its compensation
obligations during the Employment Period;

e CSX’s requiring the executive to be based more than 35
miles from his or her location or to travel on business to a
materially greater extent than before;

e any purported termination by CSX of the executive’s
employment other than as permitted by the Change-of-
Control Agreements; or

e any failure of CSX to require a successor to assume the
Change-of-Control Agreement.

Potential Payouts Under Change-of-Control Agreements

The following table presents the severance benefits to
which each of the NEOs would be entitled as of
December 26, 2014 under his or her Change-of-Control
Agreement upon the hypothetical termination  of
employment following a change-of-control: (i) by CSX other
than for “cause” or “disability”; (i) by the executive for “good

Pro-rata Bonus

reason”; or (i) upon a “constructive termination.” A change-
of-control would not result in retirement benefit increases or
excise tax gross ups. Further, the pro-rata bonus payment
would be based on target bonus instead of the highest
annual bonus.

Welfare Benefit Aggregate
Equity® Values® Outplacement® Payments

Payment®
Michael J. Ward $ 7,893,600 $ 1,440,000 $ 32,612,372 $ 52,326 $ 20,000 $ 42,018,298
Oscar Munoz $ 4,260,750 $ 675,000 $ 9,972,632 $ 60,552 $ 20,000 $ 14,988,934
Fredrik J. Eliasson $ 3,124,550 $ 495,000 $ 9,066,965 $ 57,978 $ 20,000 $ 12,764,493
Clarence W. Gooden  $ 3,692,650 $ 585,000 $ 9,913,283 $ 41,094 $ 20,000 $ 14,252,027
Ellen M. Fitzsimmons ~ $ 2,960,100 $ 440,000 $ 6,847,678 $ 58,493 $ 20,000 $ 10,326,271

(1) Severance—Severance payment equal to 2.99 times the sum of the executive’s annual base salary at the time of the termination and the “target bonus.”
(2) Pro-rata Target Bonus Payment—The “target bonus” pro-rated for the number of days in the calendar year prior to a hypothetical termination of employment as of December 26,

2014,

(3) Equity—rFull LTIP payout based on 100% attainment of target levels under the 2012-2014, 2013-2015 and 2014-2016 LTIP cycles, as well as payout based on full vesting of
outstanding RSUs and restricted stock awards as of December 26, 2014, at a stock price of $36.68.

(4) Welfare Benefit Values—Estimated values associated with the continuation of medical, prescription, dental, disability, employee life, group life, accidental death and travel

accident insurance for three years post-termination following a change-of-control.

(5) Outplacement—Executive is provided with outplacement services not to exceed $20,000.
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Does the Company provide tax gross-ups for excess parachute payments?

No. The Company does not provide gross-up payments for excess parachute excise taxes.

Is there a confidentiality clause in the Change-of-Control Agreements?

Yes. Each of the Change-of-Control Agreements requires the NEO to keep confidential any proprietary information or data
relating to CSX and its affiliates. After termination of employment, an executive may not disclose confidential information
without prior written permission from CSX.

Are there any other “change-of-control” rights available to the NEOs other
than those contained in the executives’ Change-of-Control Agreements?

Yes. Pursuant to the terms of the Stock Plan, in the event of a change-of-control combined with involuntary employment
termination, equity awards are impacted as follows:

e Performance grants at target levels and RSUs are payable immediately in cash; and
e Restricted stock immediately vests.

What is the impact of a change-of-control on deferred compensation and
retirement plan benefits?

In accordance with the terms of the EDCP, distribution of the entire account balance shall be made to participants upon a
change-of-control unless the individual participant elects otherwise. As discussed in the narrative accompanying the Pension
Benefits Table, the Special Retirement Plan also contains certain change-of-control provisions.
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REPORT OF THE COMPENSATION COMMITTEE

The Compensation Committee has reviewed and discussed the Compensation Discussion and Analysis with management.
Based on its review and on the discussion described above, the Compensation Committee recommended to the full Board
that the Compensation Discussion and Analysis be included in this Proxy Statement.

Compensation Committee

Steven T. Halverson, Chair
Donna M. Alvarado
Edward J. Kelly, Il

Donald J. Shepard

J. Steven Whisler

Jacksonville, Florida

February 10, 2015
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ITEM 3: ADVISORY VOTE TO APPROVE THE
COMPENSATION OF CSX'S NAMED
EXECUTIVE OFFICERS

In accordance with Section 951 of the Dodd-Frank Wall
Street Reform and Consumer Protection Act, CSX s
providing shareholders with the opportunity to vote on a
non-binding, advisory resolution to approve the
compensation of our NEOs, which is described in the CD&A
section, the accompanying compensation tables and the
related narrative disclosures in this Proxy Statement.
Accordingly, the following resolution will be submitted for a
shareholder vote at the Annual Meeting:

“RESOLVED, that the shareholders of CSX Corporation
(the “Company”) approve, on an advisory (non-
binding) basis, the compensation of the Company’s
named executive officers, as disclosed in the
Compensation  Discussion and Analysis, the
accompanying compensation tables and the related
narrative disclosure in the Proxy Statement.”

As described in the CD&A, the Company’s executive
compensation program is designed to align executive pay
with the Company’s financial performance and the creation
of sustainable long-term  shareholder value. The
compensation program is structured to provide a
competitive level of compensation necessary to attract and
retain talented and experienced executives and to motivate
them to achieve short-term and long-term strategic goals. In
order to align executive pay with the Company’s financial

performance and the creation of sustainable shareholder
value, a significant portion of compensation paid to our
NEOs is allocated to performance-based long-term equity
incentive awards. The Company makes compensation
payout decisions based on an assessment of the
Company’s performance as well as the performance of
each executive against goals that promote CSX’s success
by focusing on shareholders, customers, employees and
the communities in which we operate.

Shareholders are urged to read the CD&A, the
accompanying compensation tables and the related
narrative disclosure in this Proxy Statement, which more
thoroughly discuss the Company’s compensation policies
and procedures. The Compensation Committee and the
Board believe that these policies and procedures are
effective in implementing the Company’s overall pay-for-
performance compensation philosophy.

While this advisory vote is required by law, it will neither be
binding on the Company, the Compensation Committee or
the Board, nor will it create or imply any change in the
fiduciary duties of, or impose any additional fiduciary duties
on, the Company or the Board. The Board and the
Compensation Committee, which is comprised entirely of
independent directors, will consider the outcome of the vote
when developing future executive compensation programs.

The Company currently intends to hold the next advisory (non-binding) vote to approve the Company’s NEOS’
compensation at its 2016 Annual Meeting of Shareholders, unless the Board modifies its policy of holding an advisory (non-
binding) vote to approve the compensation of the Company’s NEOs on an annual basis.

THE BOARD UNANIMOUSLY RECOMMENDS THAT SHAREHOLDERS VOTE “FOR” THIS PROPOSAL.
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ITEM 4: PROPOSAL TO RE-APPROVE THE
PERFORMANCE MEASURES UNDER THE 2010
CSX STOCK AND INCENTIVE AWARD PLAN FOR
PURPOSES OF SECTION 162(m) OF THE
INTERNAL REVENUE CODE

Our shareholders are being asked to reapprove the material
terms of the performance goals under the 2010 CSX Stock
and Incentive Award Plan, restated as of May 5, 2010 (the
“Plan”), so that certain incentive awards granted under the
Plan may qualify as exempt performance-based
compensation under Section 162(m) of the Internal Revenue
Code of 1986 (the “Code”). The purpose of the Plan is to
allow the award of incentives to attract, motivate and retain
highly qualified employees, and to further the long-term
stability and financial success of our business.

Purpose of the Proposal

The Plan was approved by shareholders in 2010 and we
are now seeking re-approval only with respect to the
material terms of the performance goals under the Plan (as
described below) so that incentive awards granted under
the Plan to certain of our management employees may be
eligible to qualify as deductible performance-based
compensation under Section 162(m) of the Code to the
extent that the Compensation Committee intends to design
these awards to meet the applicable qualifications. We are
not seeking approval of any additional shares for
issuance under the Plan. We are not asking our
shareholders to approve any changes to the material
terms of the performance goals or any other terms of
the Plan at this time.

Under Code Section 162(m), the federal income tax
deductibility of compensation may be limited to the extent
such compensation exceeds $1 million in any taxable year
for any of our CEO and the next three most highly
compensated executive officers (other than our CFO)
employed by us on the last day of our taxable year, based
on total compensation for the relevant taxable year. Those
officers for the 2014 tax year are listed in the Summary
Compensation. However, we may deduct compensation
paid to these executive officers in excess of $1 million if it
qualifies as “performance-based compensation” as defined
in Code Section 162(m). In order for a Plan award to qualify
as performance-based compensation, among other things,
the material terms of the performance goals under the Plan
must be disclosed to and reapproved by shareholders no
later than the first meeting of shareholders that occurs in the
fifth year following the shareholders’ previous approval of
such terms. The material terms of performance goals under
the Plan were last approved in 2010, and the Company is
seeking re-approval of the performance goals at this year’'s
annual meeting.
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Under Code Section 162(m) regulations, the material terms
of the performance goals for performance-based
compensation that may be awarded under the Plan are: the
class of eligible persons who may receive compensation
under the Plan, the business criteria which may be used to
establish and measure the performance goals applicable to
performance awards and the maximum amount of
compensation that may be awarded to a participant under
the Plan. The material terms of the performance goals under
the Plan are described below under “Eligibility,” “Stock
Subject to the Plan,” and “Terms of Awards.” The business
criteria that may be used for performance awards are
specified under “Performance Grants” below.

Our presentation of the material terms of the performance
goals for performance-based awards for re-approval should
not be viewed as a guarantee that we can or will seek to
deduct all compensation under the Plan. Although re-
approval of the performance goals is required for
compensation to qualify as “performance-based
compensation” under Code Section 162(m), not all Plan
awards or other compensation approved by the Committee
are intended to qualify, or if intended to qualify, will qualify
as “performance-based compensation” or otherwise be
deductible. Further, because of the fact-based nature of the
performance-based compensation exception under Code
Section 162(m) and the limited availability of formal
guidance thereunder, CSX cannot guarantee that the
awards intended to qualify as “performance-based
compensation” under the Plan will qualify for the
“performance-based compensation” exception under Code
Section 162(m). The Company reserves the flexibility to
make or administer Plan awards and other compensation
that does not qualify for tax deductibility under Code
Section 162(m).

The Board recommends that shareholders reapprove the
material terms of the performance goals under the Plan. If
the requisite shareholder approval of the performance goals
is not obtained, we may continue to grant awards under the
Plan in accordance with its current terms, including non-
deductible awards that no longer qualify as “performance-
based compensation” under Code Section 162(m). Even if
this proposal is approved by our shareholders, there are
additional requirements that must be satisfied for
performance-based awards under the Plan to be fully
deductible under Code Section 162(m).
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The following sections summarize the material terms of
performance goals and other material terms of the Plan.
These sections are qualified in their entirety by the full text of
the Plan, which is included in Appendix A to this proxy
statement.

Description of the Plan:
Types of Awards

The Plan allows the Compensation Committee (or its
delegate) discretion and authority to issue stock and to
award stock options, restricted stock, restricted stock units,
performance grants, stock appreciation rights and dividend
equivalents (collectively, “Incentive Awards”) to selected
management employees of CSX and its subsidiaries, or
affiliates. Compensation payable to Board members
(“Directors”) in the form of stock will also be paid from the
Plan.

Eligibility

All employees of the Company, its subsidiaries and its
affiliates, are eligible to receive Incentive Awards under the
Plan, including our executive officers and the management
personnel and staff and line employees of the Company and
its affiliated entities. In addition, Directors are eligible to

receive stock under the Plan within the limits of the
directors’ compensation program described herein.

Administration

The Compensation Committee administers the Plan. Each
member of the Compensation Committee, which for
purposes of Code Section 162(m) must have at least two
members, must: () meet the standards of independence
necessary to be classified as an “outside director” for
purposes of Code Section 162(m); (i) be a non-employee
director for the purposes of Rule 16b-3 under the Securities
Exchange Act of 1934, as amended; and (i) meet the
applicable stock exchange rules. Subject to the terms of the
Plan, the Compensation Committee has plenary authority
and discretion to select the individuals to whom Incentive
Awards may be granted, to determine the time or times of
payment of Incentive Awards, to determine and establish
the terms, conditions, performance goals, restrictions and
other provisions of Incentive Awards. The Compensation
Committee will have the authority and discretion to interpret
the Plan, to establish, amend, and rescind any rules and
regulations relating to the Plan, to determine the terms and
provisions of any Incentive Award made pursuant to the
Plan, and to make all other determinations that may be
necessary or advisable for the administration of the Plan.
Any interpretation of the Plan by the Compensation
Committee and any decision made by it under the Plan is
final and binding on all persons. The Compensation
Committee may delegate to any individual or group
employed by CSX or its subsidiaries the authority to grant
stock awards as long as no individual award has a fair
market value in excess of $500,000 on the date of grant. In

the case of stock awards to Directors, the Governance
Committee administers the Plan.

Stock Subject to the Plan

The Board has reserved a total of 14 milion shares of
common stock for issuance under the Plan. If an Incentive
Award expires or terminates unexercised or is forfeited, or if
any shares are surrendered to CSX in connection with an
Incentive Award issued under the Plan, the shares subject
to such awards and the surrendered shares will become
available for further awards under the Plan.

Shares may be issued under the Plan in settlement,
substitution or assumption of stock options, stock
appreciation rights, stock awards, performance shares,
phantom stock or similar equity or equity-based awards (or
the right to receive such awards in the future) in connection
with an acquisition of an entity by CSX, its subsidiaries or
affiliates. Any such shares issued or issuable under such
Incentive Awards will not reduce the number of shares of
CSX stock authorized for issuance under the Plan. In
addition, the number of shares subject to the Plan (and the
number of shares and terms of any Incentive Award and the
share limitations on Incentive Awards described below) will
be adjusted in the event of any change in the outstanding
common stock by reason of any stock dividend, spin-off,
split-up, stock split, recapitalization, reclassification, merger,
consolidation,  liquidation, business combination or
exchange of shares or similar transaction.

The Plan places limits on the maximum amount of awards,
and types thereof, that may be granted to any participant
during specified time periods. Under the Plan:

e No more than 1,200,000 shares may be granted as
Incentive Awards (other than options and stock
appreciation rights), or paid thereunder to an individual
participant during any 36-month period.

e No participant may be granted options and stock
appreciation rights in any calendar year equal to more
than 1,000,000 shares. Related options and stock
appreciation rights shall be treated as a single Incentive
Award for purposes of the preceding sentence.

Stock Options. The Plan authorizes the grant of incentive
stock options and nonqualified stock options. Incentive
stock options are stock options that satisfy the
requirements of Section 422 of the Code. Nonqualified
stock options are stock options that do not satisfy the
requirements of Section 422 of the Code. Options granted
under the Plan entitle the grantee, upon exercise, to
purchase a specified number of shares from CSX at a
specified exercise price per share. The Compensation
Committee determines the period of time during which an
option may be exercised, as well as any vesting schedule,
except that no option may be exercised more than 10 years
after the date of grant. The exercise price for shares of
common stock covered by an option cannot be less than
100% of the fair market value of the common stock on the
date of grant.
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Under the Plan, a participant may not surrender an option
for the grant of a new option with a lower exercise price. In
addition, if a participant’s option is cancelled before its
termination date, the participant may not receive another
option within six months of the cancellation date unless the
exercise price of the new option equals or exceeds the
exercise price of the cancelled option.

Restricted Stock. The Plan also authorizes the grant of
restricted stock on terms and conditions established by the
Compensation Committee, which may include performance
conditions. The terms and conditions will include the
designation of a restriction period during which the shares
are not transferable and are subject to forfeiture. In general,
the minimum restriction period applicable to any award of
restricted stock that is not subject to the achievement of
one or more performance standards is three years from the
date of grant. The minimum restriction period for any award
of restricted stock that is subject to one or more
performance standards is one year from the date of grant.

Restricted Stock Units. RSUs may be granted subject to
terms and conditions, including the achievement of one or
more performance standards, as determined by the
Compensation Committee. In the case of RSUs, no shares
are issued at the time of grant. Rather, upon the lapse of
any applicable restriction, an RSU entitles a participant to
receive shares of common stock or a cash amount equal to
the fair market value of a share of common stock on the
date the restrictions lapse. The requirements with respect to
restriction periods for RSUs are the same as those for
restricted stock awards.

Performance Grants. The Plan allows the Compensation
Committee to make performance grants to any employee of
CSX or its subsidiaries that are intended to comply with
Code Section 162(m). Each performance grant will contain
performance goals for the award established by the
Compensation Committee for each such performance
grant, including the performance criteria, the target and
maximum amounts payable, and other terms and
conditions. Performance criteria may include the following
business criteria: return on invested capital; free cash flow;
economic value added (net operating profit after tax less
cost of capital); total shareholder return; operating ratio;
cost reduction (or limits on cost increases); debt to
capitalization; debt to equity; earnings; earnings before
interest and taxes; earnings before interest, taxes,
depreciation and amortization; earnings per share (including
or excluding non-recurring items); earnings per share before
extraordinary items; income from operations (including or
excluding non-recurring items); income from operations
compared to capital spending; net income (including or
excluding non-recurring items, extraordinary items and/or
the accumulative effect of accounting changes); net sales;
price per share of common stock; return on assets; return
on capital employed; return on equity; return on investment;
return on sales; and sales volume.
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Any performance criteria may apply to the Company as a
whole or any subsidiary, affiliate or business unit and may
be expressed as an absolute or relative measure compared
to other enterprises or benchmarks. The criteria and the
measurement methodologies for any performance grant or
program of performance grants will be determined by the
Compensation Committee.

The Compensation Committee will make all determinations
regarding the achievement of performance goals. Actual
payments to a participant under a performance grant will be
calculated by applying the achievement of performance
criteria to the performance goal. Performance grants will be
payable in cash, shares of common stock or a combination
of cash and shares of common stock (based on the fair
market value of the shares earned under the performance
grant and subject to the applicable share limits). The
Compensation Committee may reduce or eliminate, but not
increase the payments except as provided in the
performance grant.

Stock Awards. The Plan authorizes the making of stock
awards. Under the Plan, the Compensation Committee is
authorized to establish the number of shares of common
stock to be awarded and the terms applicable to each
award, including performance restrictions.

Stock Appreciation Rights. The Compensation Committee
has the authority to grant stock appreciation rights (“SARs”)
under the Plan. Subject to the terms of the award, SARs
entitle the participant to receive a distribution in an amount
not to exceed the number of shares of common stock
subject to the portion of the SAR exercised multiplied by the
difference between the market price of a share of common
stock on the date of exercise of the SAR and the market
price of a share of common stock on the date of grant of
the SAR. Such distributions are payable in cash or shares of
common stock, or a combination thereof, as determined by
the Compensation Committee. SARs may have no more
than a 10-year term. Restrictions on replacement SARs,
similar to options, also apply.

Dividend Equivalents. The Plan authorizes grants of
dividend equivalents to any participant either in combination
with, or separately from, incentive awards. A dividend
equivalent permits the participant to receive payments
equivalent to the dividends paid on the common stock.
Dividend equivalents are payable in cash or shares of
common stock, or a combination thereof, as determined by
the Compensation Committee.

Plan Awards

As noted, this proposal is requesting shareholders’ approval
only as relates to the material terms of the performance
goals under the Plan and the Company may continue to
operate the Plan and grant Incentive Awards under the Plan
in the amounts and designs determined by the
Compensation Committee to provide incentives to eligible
service providers for the remaining term of the Plan whether
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or not the current proposal is approved by shareholders. No
outstanding Incentive Awards are subject to shareholder
approval and future Incentive Awards will be made at the
Compensation Committee’s discretion, whether or not
shareholder approval of this proposal is obtained, which
awards, if granted, may in certain instances not be fully tax
deductible by CSX.

As of the Record Date, the total potential dilution to our
outstanding common shares inherent in the shares
authorized for Incentive Awards under the Plan, including
Incentive Awards then outstanding and the then remaining
34 million shares available for future Incentive Awards under
the Plan is 3.7%. The historic annual dilution based on the
aggregate Incentive Awards made under the Plan in the last
three years is 0.2%. The CD&A section of this proxy
statement reflects the Incentive Awards granted to our
NEOs in 2014 for the forward-looking period of 2014
through 2016. In the first quarter of 2015 we granted
Incentive Awards for the forward-looking period of 2015
through 2017 to these NEOs collectively comprising
347,514 performance units and 115,838 RSUs. The
foregoing data is offered for informational
purposes. Because our Compensation Committee has
discretion to grant future awards of a design and amount
determined in its discretion, (i) this data may be of limited
relevance to shareholders’ consideration and voting on this
proposal and (i) it is not possible at present to specify the
persons to whom Incentive Awards will be granted in the
future or the amounts and types of individual grants.
However, it is anticipated that, among others, all of our
current executive officers, including our named executive
officers, will receive Incentive Awards under the Plan.
Accordingly, a new plan benefits table is not required or
provided as part of this proposal.

Change in Control

Upon termination of employment by the Company without
cause or by the participant with good reason, within three
years of a change in control event, all performance grants
are vested and paid out in cash at target value. Stock
options and SARs will be cancelled in exchange for a single
sum cash payment equal to the excess of the stock price
over the option strike price or SAR initial value price.
Restricted stock conditions will be deemed met and the
stock will be transferred. RSU conditions are also deemed
met and will be paid in cash as well as any unpaid dividend
equivalents.

Duration, Amendment and Termination

The Plan will automatically terminate on May 4, 2020.
However, the Board may amend, suspend, or terminate the
Plan at any time except that no change may be made to the
Plan that: (i) increases the total number of shares of
common stock reserved for issuance under the plan, or
reduces the minimum exercise price for options unless such
change is authorized by the shareholders of CSX; or

(i) adversely impacts a pending Incentive Award (other than
a performance grant) without participant consent. Further, in
the event of a change in control, no termination or
amendment, or suspension that adversely impacts any
pending Incentive Award is permitted without participant
consent.

Restrictions on Transfer; Deferral

Except as otherwise permitted by the Compensation
Committee and provided in the Incentive Award, Incentive
Awards may not be transferred or exercised by another
person except by wil or by the laws of descent and
distribution. Except with respect to options and SARs, the
Compensation Committee may permit participants to elect
to defer the issuance of common stock or the settlement of
awards in cash under a Company deferral plan.

Federal Income Tax Information

The following is a general summary of the current U.S.
federal income tax treatment of Incentive Awards, which are
authorized to be granted under the Plan, based upon the
applicable provisions of the Code and regulations
promulgated thereunder, as of the date of this proxy
statement. The rules governing the tax treatment of such
awards are technical, so the following discussion of tax
consequences is necessarily general in nature and does not
purport to be complete. In addition, statutory provisions are
subject to change, as are their interpretations, and their
application may vary in individual circumstances.

Although CSX intends to administer the Plan so that
Incentive Awards will be exempt from, or will comply with,
the requirements of Section 409A of the Code (as
discussed below), CSX does not warrant that any Incentive
Award under the Plan will qualify for favorable tax treatment
under Section 409A of the Code or any other provision of
federal, state, local, or foreign law. CSX shall not be liable to
any participant for any tax, interest or penalties that a
participant might owe as a result of the grant, holding,
vesting, exercise or payment of any award under the Plan.
Finally, this discussion is limited to the U.S. federal income
tax consequences to individuals who are citizens or
residents of the U.S., other than those individuals who are
taxed on a residence basis in a foreign country.

Incentive Stock Options. A participant will not recognize
income on the grant or exercise of an incentive stock
option. However, the difference between the exercise price
and the fair market value of the stock on the date of
exercise is an adjustment item for purposes of the
alternative minimum tax. If a participant does not exercise
an incentive stock option within certain specified periods
after termination of employment, the participant will
recognize ordinary income on the exercise of an incentive
stock option in the same manner as on the exercise of a
nonqualified stock option, as described below.

The general rule is that gain or loss from the sale or
exchange of shares acquired on the exercise of an incentive
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stock option will be treated as capital gain or loss. If certain
holding period requirements are not satisfied, however, the
participant generally will recognize ordinary income at the
time of the disposition. Gain recognized on the disposition
in excess of the ordinary income resulting therefrom will be
capital gain, and any loss recognized will be a capital loss.

Nonqualified Stock Options, SARs, RSUs, Performance
Grants, Stock Awards, and Dividend Equivalents. A
participant generally is not required to recognize income on
the grant of a nonqualified stock option, SARs, RSUs, a
performance grant, a stock award, or dividend equivalents.
Instead, ordinary income generally is required to be
recognized on the date the nonqualified stock option or
stock appreciation right is exercised, or in the case of
RSUs, performance grants, stock awards, and dividend
equivalents, upon the issuance of shares and/or the
payment of cash pursuant to the terms of the award. In
general, the amount of ordinary income required to be
recognized: (i) in the case of a nonqualified stock option, is
an amount equal to the excess, if any, of the fair market
value of the shares on the exercise date over the exercise
price; (i) in the case of SARs, the amount of cash and/or
the fair market value of any shares received upon exercise
plus the amount of taxes withheld from such amounts; and
(iii) in the case of RSUs, performance grants, stock awards,
and dividend equivalents, the amount of cash and/or the fair
market value of any shares received in respect thereof, plus
the amount of taxes withheld from such amounts.

Restricted Stock. Unless a participant who receives an
award of restricted stock makes an election under
Section 83(b) of the Code (“Section 83(b) Election”) as
described below, the participant generally is not required to
recognize ordinary income on the award of restricted stock.
Instead, on the date the shares vest (i.e., become
transferable or no longer subject to forfeiture), the
participant [generally] will be required to recognize ordinary
income in an amount equal to the excess, if any, of the fair
market value of the shares on such date over the amount, if
any, paid for such shares. If a participant makes a
Section 83(b) Election to recognize ordinary income on the
date the shares are awarded, the amount of ordinary
income required to be recognized is an amount equal to the
excess, if any, of the fair market value of the shares on the
date of award over the amount, if any, paid for such shares.
In such case, the participant will not be required to
recognize additional ordinary income when the shares vest.

Gain or Loss on Sale or Exchange of Shares. In general,
gain or loss from the sale or exchange of shares granted or
awarded under the Plan will be treated as capital gain or
loss, provided that the shares are held as capital assets at
the time of the sale or exchange. However, if certain holding
period requirements are not satisfied at the time of a sale or
exchange of shares acquired upon exercise of an incentive
stock option (a “disqualifying disposition”), a participant
generally will be required to recognize ordinary income upon
such disposition.
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Deductibility by Company. The Company generally is not
allowed a deduction in connection with the grant or exercise
of an incentive stock option. However, if a participant is
required to recognize income as a result of a disqualifying
disposition, the Company will be entitled to a deduction
equal to the amount of ordinary income so recognized. In
general, in the case of a nonqualified stock option (including
an incentive stock option that is treated as a nonqualified
stock option, as described above), SARs, restricted stock,
RSUs, performance grants, stock awards, and dividend
equivalents, the Company will be allowed a deduction in an
amount equal to the amount of ordinary income recognized
by a participant, provided that certain income tax reporting
requirements are satisfied.

Parachute Payments. Where payments to certain
employees that are contingent on a change in control
exceed limits specified in the Code, the employee generally
is liable for a 20% excise tax on, and the corporation or
other entity making the payment generally is not entitled to
any deduction for, a specified portion of such parachute
payments under Code Section 280G. The Compensation
Committee has in the past, and may in the future, make
awards as to which the vesting thereof is accelerated by a
change in control of the Company. Such accelerated
vesting would be relevant in determining whether the excise
tax and deduction disallowance rules would be triggered
with respect to certain Company employees.

Performance-Based Compensation. Subject to certain
exceptions, Code Section 162(m) disallows federal income
tax deductions for compensation paid by a publicly-held
corporation to certain executives to the extent the amount
paid to an executive exceeds $1 million for the taxable year.
The Plan allows the Compensation Committee to design
awards of stock options, SARs, and performance grants
that are intended to qualify under an exception to the
deduction limit of Code Section 162(m) for “performance-
based compensation.” The ability of these grants made
after the date of the Company’s 2016 annual shareholders
meeting to qualify as “performance-based compensation”
for Code Section 162(m) purposes requires shareholders to
reapprove of the material terms of the performance goals
under the Plan before that date, among other requirements.
Accordingly, we are seeking re-approval of the material
terms of the performance goals in advance of this date
under this proposal.

Accounting Treatment

Under present accounting rules, the grant of options will
result in a charge against CSX’s earnings, based upon the
fair market value of the option at the date of the grant, over
the vesting period of the option. Stock and stock unit grants
result in a charge against CSX earnings based on the grant
date price of the awards given. The charge will be
recognized over the vesting period of the award, if
applicable. The excess, if any, from time to time of the fair
market value of the common stock subject to SARs, over
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the exercise price of the SARSs, will result in a charge against common stock and will decrease to the extent SARs are
CSX’s earnings. The amount of the charge will increase or ~ cancelled. CSX has not issued any SARs to date.
decrease based on changes in the market value of the

THE BOARD UNANIMOUSLY RECOMMENDS THAT SHAREHOLDERS VOTE “FOR” THIS PROPOSAL.
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SECURITY OWNERSHIP OF MANAGEMENT
AND CERTAIN BENEFICIAL OWNERS

The following table sets forth, as of March 6, 2015, the address of each of the Company’s directors and executive
beneficial ownership of the Company’s common stock by officers is CSX Corporation, 500 Water Street, Jacksonville,
each director, director nominee, NEO and the directors and FL 32202.

executive officers of the Company as a group. The business

Amount of
Beneficial Percent of
Name of Beneficial Owner(" Ownership®@ Class®

Donna M. Alvarado 96,738 *

John B. Breaux 163,473 *

Pamela L. Carter 26,927 *

Steven T. Halverson 99,290 *

Edward J. Kelly, Ill 183,827 *

Gilbert H. Lamphere 191,757 *

John D. McPherson 80,819 *

David M. Moffett — *

Timothy T. O’Toole 76,462 *

David M. Ratcliffe 213,829 *

Donald J. Shepard 245,449 *

J. Steven Whisler 25,314 *

Michael J. Ward® 691,077 *

Oscar Munoz® 428,272 *

Fredrik J. Eliasson®) 33,693 *

Clarence W. Gooden( 455,905 *

Ellen M. Fitzsimmons(®) 334,783 *

All current executive officers and directors as a group (a total of 20)(10 2,186,388 *

1) Except as otherwise noted, the persons listed have sole voting power as to all shares reported, including shares held in trust under certain deferred compensation plans, and also
have investment power except with respect to certain shares held in trust under deferred compensation plans, investment of which is governed by the terms of the trust.

2) There were no options outstanding as of December 26, 2014.

3) Based on 991,590,969 shares outstanding on March 6, 2015. An asterisk (*) indicates that ownership is less than 1% of class.

4) The ownership of Mr. Ward excludes 69,220 restricted stock units vesting in May 2015; 74,722 restricted stock units vesting in May 2016; 62,322 restricted stock units vesting in
May 2017; and 64,048 shares of restricted stock vesting in May 2016.

5) The ownership of Mr. Munoz excludes 23,073 restricted stock units vesting in May 2015, 21,349 restricted stock units vesting in May 2016, 17,806 restricted stock units vesting
in May 2017 and 22,967 shares of restricted stock vesting in February 2017.

6) The ownership of Mr. Eliasson excludes 17,305 restricted stock units vesting in May 2015; 21,349 restricted stock units vesting in May 2016; 17,806 restricted stock units vesting
in May 2017; and 21,349 shares of restricted stock vesting in May 2018.

7) The ownership of Mr. Gooden includes 164,274 shares held in a family member’s trust over which he has voting and investment power. It excludes 23,073 restricted stock units
vesting in May 2015; 21,349 restricted stock units vesting in May 2016; 17,806 restricted stock units vesting in May 2017; and 21,349 shares of restricted stock vesting in May
2016.

8) The ownership of Ms. Fitzsimmons excludes 17,305 restricted stock units vesting in May 2015, 16,012 restricted stock units vesting in May 2016; and 13,355 restricted stock
units vesting in May 2017.

9) Excludes 607,126 unvested shares of restricted stock and restricted stock units.
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SECURITY OWNERSHIP OF MANAGEMENT AND CERTAIN BENEFICIAL OWNERS

The following table sets forth information regarding the beneficial ownership of CSX common stock as of March 6, 2015 for
each person known to us to be the beneficial owner of more than 5% of the outstanding shares of CSX common stock.

Amount of
Beneficial Percent of
Name and Address of Beneficial Owner Ownership Class

Capital Research Global Investors(?
333 South Hope Street
Los Angeles, CA 90071 87,716,051 8.5%

BlackRock, Inc.@
55 East 52nd Street
New York, NY 10022 59,193,831 5.9%

The Vanguard Group®

100 Vanguard Blvd.

Malvern, PA 19355 51,324,155 5.13%
(1) As disclosed in its Schedule 13G/A filed on February 13, 2015.
(2) As disclosed in its Schedule 13G filed on February 6, 2015.
(3) As disclosed in its Schedule 13G filed on February 10, 2015.
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EQUITY COMPENSATION PLAN INFORMATION

The following table sets forth information about the Company’s equity compensation plans as of December 26, 2014.

Number of securities to
be issued upon exercise
of outstanding options,
warrants and rights

Number of securities
remaining available for
future issuance under equity
compensation plans(

Weighted-average
exercise price of
outstanding options,

Plan category

(in thousands)

warrants and rights (in thousands)

Equity compensation plans approved by security holders — $ — 34,481
Equity compensation plans not approved by security holders — — —
TOTAL = $ = 34,481

(1) The number of shares remaining available for future issuance under plans approved by shareholders includes 34,481,420 shares available for grant in the form of stock options,
performance grants, restricted stock, stock appreciation rights and stock awards pursuant to the 2010 CSX Stock and Incentive Award Plan.

SECTION 16(a) BENEFICIAL OWNERSHIP

REPORTING COMPLIANCE

Section 16(a) of the Securities Exchange Act of 1934
requires the Company’s directors and executive officers,
and any certain persons owning more than 10% of the
Company’s common stock, to file certain reports of
ownership and changes in ownership with the SEC. Based
solely on its review of the copies of Forms 3, 4 and 5, the
Company believes that all reports required to be filed under
Section 16(a) were made on a timely basis with respect to
transactions that occurred during fiscal 2014 with the
exceptions noted below.

As a result of an administrative oversight by the Company,
Michael J. Ward, Oscar Munoz, Clarence W.

Gooden, Carolyn T. Sizemore, David M. Ratcliffe and
Donald J. Shepard did not file timely Forms 4 relating to
cash compensation that was deferred under the
Company’s deferred compensation plans and subsequently
invested in a fund that tracks the price of CSX common
stock, and which is deemed a derivative security for
Section 16 reporting purposes. Each of these individuals
subsequently amended previously filed Form 4s with
respect to such transactions. Each of these cash deferrals
occurred prior to 2007 and are payable only in cash.

“HOUSEHOLDING” OF PROXY MATERIALS

The SEC’s rules permit companies and intermediaries (e.g.,
brokers) to satisfy the delivery requirements for proxy
statements with respect to two or more security holders
sharing the same address by delivering a single proxy
statement addressed to those security holders. This
process, which is commonly referred to as “householding,”
potentially means extra convenience for security holders
and cost savings for companies.

As in prior years, a number of brokers with account holders
who are CSX shareholders will be “householding” our proxy
materials. As indicated in the notice previously provided by
these brokers to CSX shareholders, a single Proxy
Statement will be delivered to multiple shareholders sharing
an address unless contrary instructions have been received
from an affected shareholder. Once you have received
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notice from your broker that it wil be “householding”
communications to your address, “householding” will
continue until you are notified otherwise or until you revoke
your consent.

If you are a registered shareholder and currently participate in
householding and wish to receive a separate copy of the
proxy materials, or if you would like to opt out of householding
for future deliveries of your annual proxy materials, please
contact us at CSX Corporation, Office of the Corporate
Secretary, 500 Water Street, C160, Jacksonville, FL 32202, or
by telephone at (904) 366-4242. If a separate copy of this
Proxy Statement and the 2014 Annual Report on Form 10-K
is requested for the Annual Meeting, it will be mailed promptly
following receipt of the request.



A street name shareholder who received a copy of the
proxy materials at a shared address may request a separate
copy of the Proxy Statement and the 2014 Annual Report
on Form 10-K by contacting us at CSX Corporation, Office
of the Corporate Secretary, 500 Water Street, C160,
Jacksonville, FL 32202, or by telephone at (904) 366-4242.

“HOUSEHOLDING” OF PROXY MATERIALS

Street name shareholders sharing an address who received
multiple copies of the annual proxy materials and wish to
receive a single copy of these materials in the future should
contact their broker, bank or other nominee to make this
request. If you would like to opt out of householding for
future deliveries of your annual proxy materials, please
contact your broker, bank or other nominee.
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NOTICE OF ELECTRONIC AVAILABILITY OF PROXY

MATERIALS

Important Notice Regarding the Availability of
Proxy Materials for the Annual Shareholders
Meeting to be Held on May 6, 2015. This Proxy
Statement and 2014 Annual Report on Form 10-K
are available at www.proxyvote.com.

As permitted by rules adopted by the SEC, we are making
our proxy materials available to our shareholders
electronically via the Internet. We have mailed many of our
shareholders a Notice containing instructions on how to
access this Proxy Statement and our Annual Report and

Annual Report on Form 10-K

vote online. If you received a Notice by mail, you will not
receive a printed copy of the proxy materials in the mail.
Instead, the Notice instructs you on how to access and
review all of the important information contained in the
Proxy Statement and Annual Report. The Notice also
instructs you on how you may submit your voting
instructions over the Internet. If you received a Notice by
mail and would like to receive a printed copy of our proxy
materials, you should follow the instructions for requesting
such materials included in the Notice.

Our 2014 Annual Report (without exhibits) is available on www.csx.com. Our 2014 Annual Report (with exhibits) is also
available on the website maintained by the SEC (www.sec.gov). The information on or accessible through our website is not
part of this Proxy Statement. You may submit a request for a printed version of the 2014 Annual Report in one of the

following manners:

e Send your request by mail to CSX Corporation, Investor Relations, 500 Water Street, Jacksonville, Florida 32202; or

e Call CSX Investor Relations at (904) 366-5353.
March 25, 2015
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By Order of the Board of Directors

L A

Ellen M. Fitzsimmons
Executive Vice President-Law and Public Affairs
General Counsel and Corporate Secretary



APPENDIX A

CSX Stock and Incentive Award Plan
Effective May 5, 2010

1.

Purpose. The primary purpose of the CSX Stock and
Incentive Award Plan (the “Plan”) is to further the long term
stability and financial success of CSX, its Subsidiaries, and
Affiliates by providing a program to reward selected
employees with Company Stock and Incentive Awards. The
CSX Board believes that such awards incentivize employees
to remain with CSX, encourage superior quality work and
further align the interests of CSX employees, Directors and
shareholders. The Plan also provides a source of shares of
Company Stock that may be used to compensate
individuals serving on the CSX Board.

Definitions. As used in the Plan, the following terms have the
indicated meanings:

@)

)

“Affiliate” means a corporation, partnership or entity
other than a Subsidiary in which CSX or a Subsidiary
directly or indirectly owns an interest.

“Applicable Withholding Taxes” means the
aggregate minimum amount of federal, state, local and
foreign income, payroll and other taxes that an
Employer is required to withhold in connection with any
Incentive Award.

“Board” means the Board of Directors of CSX
Corporation.

“Cause” means: (i) an act of personal dishonesty by a
Participant resulting in substantial personal enrichment
of the Participant at the expense of CSX, a Subsidiary
or Affiliate; (i) a violation of a Participant’s management
responsibilities  which is demonstrably willful and
deliberate on the Participant’s part and which is not
remedied in a reasonable period of time after receipt of
written notice from the Employer; (i) the conviction of
the Participant of, or a plea of guilty or nolo contendre
to, a felony involving moral turpitude; (iv) a significant
act involving moral turpitude that adversely affects the
reputation or business of CSX, a Subsidiary or Affiliate;
or (v) a violation of CSX’s code of ethics.

“Change in Control” means the occurrence of any of
the following:

()  Stock Acquisition. The acquisition by any
individual, entity or group (within the meaning of
Section 13(d)(3) or 14(d)2) of the Securities
Exchange Act of 1934, as amended (the
“Exchange Act”)) (@ “Person”) of beneficial
ownership (within the meaning of Rule 13d-3
promulgated under the Exchange Act) of
20 percent or more of either (A) the then
outstanding shares of common stock of CSX (the
“Outstanding Company Common Stock”), or
(B) the combined voting power of the then
outstanding voting securities of CSX entitled to
vote generally in the election of directors (the
“Outstanding Company Voting Securities”);
provided however, that for purposes of this

()

(i)

subsection (i), the following acquisitions shall not
constitute a change in control: (A) any acquisition
directly from CSX; (B) any acquisition by CSX;
(C) any acquisition by any employee benefit plan
(or related trust) sponsored or maintained by CSX
or any corporation controlled by CSX; or (D) any
acquisition by any corporation pursuant to a
transaction which complies with clauses (A),
(B) and (C) of subsection (i) of this Section 2(g); or

Board Composition. Individuals who, as of the date
hereof, constitute the Board (the “Incumbent
Board”) cease for any reason to constitute at least
a majority of the Board; provided, however, that
any individual becoming a Director after such date
whose election or nomination for election by CSX's
shareholders was approved by a vote of at least a
majority of the directors then comprising the
Incumbent Board shall be considered as though
such individual were a member of the Incumbent
Board, but excluding, for this purpose, any such
individuals whose initial assumption of office occurs
as a result of an actual or threatened election
contest with respect to the election or removal of
Directors or other actual or threatened solicitation
of proxies or consents by or on behalf of a Person
other than the Board; or

Business Combination. An actual change in
ownership of Outstanding Company Common
Stock, Outstanding Company Voting Securities,
and/or assets of CSX or CSX Transportation, Inc.
by reason of a reorganization, merger,
consolidation, or sale or other disposition of all or
substantially all of the assets of CSX or CSX
Transportation, Inc. that is not subject, as a
matter of law or contract, to approval by the
Surface Transportation Board or any successor
agency or regulatory body having jurisdiction over
such transactions (the “STB”) (a “Business
Combination”), in each case, unless, following
such Business Combination:

(A) all or substantially all of the individuals and
entities who were the beneficial owners,
respectively, of the Outstanding Company
Common Stock and Outstanding Company
Voting Securities immediately prior to such
Business Combination beneficially own,
directly or indirectly, more than 50 percent
of, respectively, the then outstanding shares
of common stock and the combined voting
power of the then outstanding voting
securities entitled to vote generally in the
election of directors, as the case may be, of
the corporation resulting from such
Business Combination (including, without
limitation, a corporation which as a result of
such transacton owns CSX or CSX
Transportation, Inc. or all or substantially all
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APPENDIX A

of the assets of CSX or CSX Transportation,
Inc. either directly or through one or more
subsidiaries) in substantially the same
proportions as their ownership immediately
prior to such Business Combination of the
Outstanding Company Common Stock and
Outstanding Company Voting Securities, as
the case may be;

(B) no Person (excluding a corporation resulting
from such Business Combination or an
employee benefit plan (or related trust) of
CSX or the corporation resulting from such
Business Combination) beneficially owns,
directly or indirectly, 20 percent or more of,
respectively, the then outstanding shares of
common stock of the corporation resulting
from such Business Combination or the
combined voting power of the then
outstanding voting securities of such
corporation except to the extent that such
ownership existed prior to the Business
Combination; and

(C) at least a majority of the members of the
board of directors of the corporation
resulting from such Business Combination
were members of the Incumbent Board at
the time of the execution of the initial
agreement, or of the action of the Board
providing for such Business Combination; or

(v) Regulated Business Combination. An actual
change in ownership of Outstanding Company
Common Stock, Outstanding Company Voting
Securities, and/or assets of CSX or CSX
Transportation, Inc. by reason of a Business
Combination that is subject, as a matter of law or
contract, to approval by the STB (a “Regulated
Business Combination”) unless such Business
Combination complies with clauses (A), (B) and
(C) of subsection (jii) of this Section 2(e); or

(v Liquidation or Dissolution. Approval by the
shareholders of CSX of a complete liquidation or
dissolution of CSX or CSX Transportation, Inc.

“Code” means the Internal Revenue Code of 1986, as
amended.

“Committee” means the Compensation Committee of
the Board or its successor, provided that, if any
member of the Compensation Committee does not
qualify as both an outside director for purposes of
Code Section 162(m) and a non-employee director for
purposes of Rule 16b-3, the remaining members of the
Compensation Committee (but not less than two
members) shall constitute a subcommittee of the
Compensation Committee to act as the Committee
under the Plan. With respect to Stock Awards to be
granted to Directors, the term “Committee” means the
Governance Committee of the Board.

“Company Stock” means common stock, $1.00 par
value, of CSX. In the event of a change in the capital
structure of CSX affecting the common stock (as
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provided in Section 18), the shares resulting from such
a change in the common stock shall be deemed to be
Company Stock within the meaning of the Plan.

“Covered Employee” means a Participant who the
Committee determines is or may become a covered
employee within the meaning of Code Section 162(m)
during the performance period for a Performance
Grant.

“CSX” means CSX Corporation.

“Date of Grant” means the date on which the
Committee grants an Incentive Award.

“Director” means a member of the Board.

“Dividend Equivalent” means a right awarded under
Section 11.

“Divisive Transaction” means a transaction other than
a Change in Control in which the Participant’s Employer
(other than CSX) ceases to be a Subsidiary, or Affiliate or
a sale of substantially all of the assets of a Subsidiary or
Affiliate.

“Employer” means CSX and each Subsidiary or
Affiliate that employs one or more Participants.

“Fair Market Value or FMV” means the closing price
of a share of a publicly traded security on any
recognized exchange on the date of reference.

“Good Reason,” as to any Participant, means (i) a
material reduction in the Participant’s compensation or
employment related benefits (other than across-the-
board reductions that affect management employees
generally); (i) a material diminution of the Participant’s
status, title(s), office(s), working conditions, or
management responsibilities (other than changes in
reporting or management responsibilities required by
applicable federal or state lawy); or (i) a change in the
location of Participant’s place of employment of more
than 30 miles without the Participant’s consent. A
Participant’s resignation shall not be with Good Reason
unless the Participant gives the Employer written notice
of the purported existence of Good Reason and the
Employer fails to cure or remedy the condition within
thirty (30) days after the Participant’s notice.

“Incentive Award” means, a Stock Award,
Performance Grant or the award of Restricted Stock,
an Option, a Restricted Stock Unit, a Stock
Appreciation Right, or a Dividend Equivalent under
the Plan.

“Incentive Stock Option” means an Option that
qualifies for favorable federal income tax treatment
under Code Section 422.

“Initial Value” means the amount prescribed by the
Committee for purposes of determining the amount
payable upon the exercise of a Stock Appreciation
Right. The Initial Value cannot be less than 100% of the
FMV of the underlying Company Stock on the Date of
Grant. If the Committee does not prescribe an Initial
Value for a Stock Appreciation Right, the Initial Value
shall be 100% of the FMV of the underlying Company
Stock on the Date of Grant of the Stock Appreciation
Right.



“Nonqualified Stock Option” means an Option that is
not an Incentive Stock Option.

“Option” means a right to purchase Company Stock
granted under the Plan, at a price determined in
accordance with the Plan.

“Participant” means any employee of CSX, a
Subsidiary or an Affiliate or a Director who receives an
Incentive Award under the Plan.

“Performance Criteria” means any of the following
performance measures of CSX, a Subsidiary or
Affiliate:

Return on invested capital (ROIC); free cash flow;
value added (ROIC less cost of capital multiplied by
capital); total shareholder return; economic value
added (net operating profit after tax less cost of
capital); operating ratio (including or excluding
nonrecurring items); cost reduction (or limits on cost
increases); debt to capitalization; debt to equity;
earnings; earnings before interest and taxes;
earnings before interest, taxes, depreciation and
amortization; earnings per share (including or
excluding nonrecurring items); earnings per share
before extraordinary items; income from operations
(including or excluding nonrecurring items); income
from operations compared to capital spending; net
income (including or excluding nonrecurring items,
extraordinary items and/or the accumulative effect of
accounting changes); net sales; price per share of
Company Stock; return on assets; return on capital
employed; return on equity; return on investment;
return on sales; and sales volume.

Any Performance Criteria may be used to measure
the performance of CSX as a whole or any
Subsidiary, Affiliate or business unit of CSX. As
determined by the Committee, Performance Criteria
shall be derived from the financial statements of CSX,
a Subsidiary or Affiliate prepared in accordance with
generally accepted accounting principles applied on
a consistent basis, or, for Performance Criteria that
cannot be so derived, under a methodology
established by the Committee prior to the issuance
of a Performance Grant that is consistently applied.

“Performance Goal” means an  objectively
determinable performance goal established by the
Committee with respect to a given Performance Grant
that relates to one or more Performance Criteria.

“Performance Grant” means a type of Incentive
Award payable in Company Stock, cash, or a
combination of Company Stock and cash that is made
pursuant to Section 8.

“Restricted Stock” means Company Stock awarded
under Section 6.

“Restricted Stock Unit” means a right granted to a
Participant to receive Company Stock or cash awarded
under Section 7.

“Rule 16b-3” means Rule 16b-3 of the Securities and
Exchange Commission promulgated under the

3.
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Exchange Act. A reference in the Plan to Rule 16b-3
shall include a reference to any corresponding rule (or
number redesignation) of any amendments to
Rule 16b-3 enacted after the effective date of the
Plan’s adoption.

“Stock Appreciation Right” means a right to receive
amounts awarded under Section 10.

“Stock Award” means an award granted under
Section 9.

“Subsidiary” means any corporation in which CSX
owns stock possessing more than 50 percent of the
combined voting power of all classes of stock or which
is in a chain of corporations with CSX in which stock
possessing more than 50 percent of the combined
voting power of all classes of stock is owned by one or
more other corporations in the chain.

“Substitute Award” means an award granted in
connection with a Change in Control that replaces an
Incentive Award and that the Committee determines
(i) has comparable value to the Incentive Award on the
date of replacement, (i) has comparable terms,
conditions, goals and criteria as the Incentive Award,
and (i) comparable liquidity.

“Target Payout Level” means the payout level defined
as “target” under the terms of the Incentive Award.

Stock.

@)

Subject to Section 18 of the Plan, there shall be
reserved for issuance under the Plan an aggregate of
14 milion (14,000,000) shares of Company Stock,
which shall be authorized, but unissued shares. To the
extent that a Stock Appreciation Right is settled in
shares of Company Stock, the Plan’'s share
authorization shall be reduced by the number of share-
settled Stock Appreciation Rights that were exercised
(rather than the number of shares issued in settlement
of the Stock Appreciation Right). Shares allocable to
Incentive Awards granted under the Plan that expire,
are forfeited, otherwise terminate unexercised, or are
settled in cash may again be awarded as an Incentive
Award under the Plan. Shares surrendered by a
Participant (actually or by attestation) in connection with
an Incentive Award or retained by CSX in payment of
Applicable Withholding Taxes shall not increase the
number of shares that are available for Incentive
Awards under the Plan. Shares of Company Stock
may be issued under the Plan and Incentive Awards
may be granted under the Plan in settlement,
substitution or assumption of stock options, stock
appreciation rights, stock awards, performance shares,
phantom stock or similar equity or equity-based
awards (or the right to receive such awards in the
future) in connection with the acquisition of an entity by
an Employer. Any shares of Company Stock issued or
issuable under such Incentive Awards will not reduce
the number of shares of Company Stock authorized for
issuance under the Plan.

No more than 1,200,000 shares may be granted as
Incentive Awards (other than Options and Stock
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Appreciation Rights), or paid thereunder to an individual
Participant during any 36-month period. No Participant
may be granted Options and Stock Appreciation
Rights in any calendar year exceeding 1,000,000
shares. Related Options and Stock Appreciation Rights
shall be treated as a single Incentive Award for
purposes of the preceding sentence.

4. Eligibility.

(@ Allemployees of CSX, a Subsidiary, or Affiliate, shall be
eligible to receive Incentive Awards under the Plan.
Directors shall be eligible to receive Company Stock
under the Plan as compensation for service on the
Board and its committees. The Committee shall have
the power and complete discretion to select eligible
employees and Directors to receive Incentive Awards.

(b) The grant of an Incentive Award shall not obligate an
Employer to pay an employee or Director any particular
amount of remuneration, to continue the employment
of the employee or the service of the Director after the
grant or to make further grants to the employee or
Director at any time thereafter.

5. Stock Options.

(@ The Committee may grant Options to eligible
employees. The Committee shall determine the
number of shares for which Options are granted, the
per share Option exercise price, whether the Options
are Incentive Stock Options or Nonqualified Stock
Options, and any other terms and conditions to which
the Options are subject. The agreement evidencing an
Option shall provide that if the Participant is a Named
Executive Officer on the date the Option is exercised,
then shares acquired on the exercise of the Option
cannot be transferred prior to the first anniversary of
the exercise of the Option. However, the one-year
restriction on transferability shall not apply () after the
Participant’s termination of employment from CSX and
its Affiliates, (i) to the surrender or exchange (actually or
by attestation) of shares to exercise the Option, (i) to
the sale of shares in connection with the exercise of the
Option in a “cashless” exercise and “hold” transaction,
(iv) to the surrender (actually or by attestation),
withholding or sale of shares to satisfy Applicable
Withholding Taxes arising on the exercise of the
Option, (v) to the sale of such shares in a Change in
Control transaction or (vi) to a person or entity that
acquires the shares from the Participant by will or the
laws of descent and distribution. The term “Named
Executive Officer” means an executive officer of CSX
for whom disclosure was required in CSX’s most
recent fiing with the Securites and Exchange
Commission that required disclosure pursuant to
ltem 402(c) of Regulation S-K promulgated by the
Securities and Exchange Commission.

(o) The exercise price of shares of Company Stock
covered by an Option shall be at least 100 percent of
its FMV on the Date of Grant. Except as provided in
Section 18, the exercise price of an Option may not be
decreased after the Date of Grant. Except as provided
in Section 18, a Participant may not surrender an
Option in consideration for cash, another Incentive
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Award, or the grant of a new Option with a lower
exercise price. If a Participant’s Option is cancelled
before its expiration date, the Participant may not
receive another Option within 6 months of the
cancellation unless the exercise price of such Option is
no less than the exercise price of the cancelled Option.

Except in the event of the Participant’s disability,
retirement (as defined in the agreement evidencing the
Option), death, or a Change in Control, no Option may
vest before the third anniversary of the Date of Grant.
An Option shall not be exercisable more than 10 years
after the Date of Grant. The aggregate FMV,
determined at the Date of Grant, of shares of Company
Stock for which Incentive Stock Options first become
exercisable by a Participant during any calendar year
shall not exceed $100,000.

6. Restricted Stock.

@)

®)

The Committee may grant Restricted Stock to eligible
employees. The Committee shall establish as to each
award of Restricted Stock the terms and conditions to
which the Restricted Stock is subject, including the
period of time before restrictions lapse and the
Participant owns the Company Stock (the “Restriction
Period”).

The minimum Restriction Period applicable to any
award of Restricted Stock that is not subject to
performance standards restricting transfer shall be
three years from the Date of Grant. The minimum
Restriction Period applicable to any award of Restricted
Stock that is subject to performance standards shall be
one year from the Date of Grant.

Restricted Stock may not be sold, assigned,
transferred, pledged, hypothecated, or otherwise
encumbered or disposed of until the restrictions have
lapsed or been removed. The agreement evidencing an
award of Restricted Stock shall provide that if the
Participant is a Named Executive Officer (as previously
defined) on the date the Participant’s interest in the
Restricted Stock becomes nonforfeitable, then the
shares of Restricted Stock cannot be transferred prior
to the first anniversary of the date the Participant’s
interest in  such Restricted Stock became
nonforfeitable. However, the one-year restriction on
transferability shall not apply () after the Participant’s
termination of employment from CSX and its Affiliates,
(i) to the surrender (actually or by attestation),
withholding or sale of such shares to satisfy Applicable
Withholding Taxes arising on the grant or vesting of the
Restricted Stock, (i) to the sale of such shares in a
Change in Control transaction or (iv) to a person or
entity that acquires the shares from the Participant by
will or the laws of descent and distribution.

7.  Restricted Stock Units.

@)

The Committee may grant Restricted Stock Units to
eligible employees. The Committee shall establish as to
each award of Restricted Stock Units the terms and
conditions to which the Restricted Stock Units are
subject. Upon lapse of the restrictions, a Restricted
Stock Unit shall entitle the Participant to receive from
CSX a share of Company Stock or a cash amount



10.

equal to the FMV of the Company Stock on the date
that the restrictions lapse.

(b)  The minimum Restriction Period applicable to any
award of Restricted Stock Units that is not subject to
performance standards restricting transfer shall be
three years from the Date of Grant. The minimum
Restriction Period applicable to any award of Restricted
Stock Units that is subject to performance standards
shall be one year from the Date of Grant.

Performance Grants.

(@ The Committee may make Performance Grants to
eligible employees. Each Performance Grant shall
contain the Performance Goals for the award, including
the Performance Criteria, the target and maximum
amounts payable and the other terms and conditions
of the Performance Grant. As to each Covered
Employee, each Performance Grant shall be granted
and administered to comply with the requirements of
Code Section 162(m).

(b) The Committee shall establish the Performance Goals
for Performance Grants. The Committee shall
determine the extent to which any Performance Criteria
shall be wused and weighted in determining
Performance Grants. The Committee may increase,
but not decrease, Performance Goals during a
performance period for a Covered Employee. The
Performance Goals for any Performance Grant for a
Covered Employee shall be established no later than
90 days after the start of the period for which the
Performance Grant relates and shall be made prior to
the completion of 25 percent of such period.

(c) The Committee shall establish for each Performance
Grant the amount of Company Stock or cash payable
at specified levels of performance, based on the
Performance Goal for each Performance Criteria. The
Committee shall make all determinations regarding the
achievement of any Performance Goal. The Committee
may not increase the amount of cash or Common
Stock that would otherwise be payable upon
achievement of the Performance Goal or Goals but
may reduce or eliminate the payments except as
provided in a Performance Grant.

(d) The actual payments to a Participant under a
Performance Grant will be calculated by applying the
achievement of Performance Criteria to the
Performance Goal. The Committee shall make all
calculations of actual payments and shall certify in
writing the extent, if any, to which the Performance
Goals have been met.

Stock Awards. The Committee may make Stock Awards to
eligible employees and Directors. The Committee shall
establish the number of shares of Common Stock to be
awarded and the terms and conditions applicable to each
Stock Award. The Committee will make all determinations
regarding the achievement of any performance restriction on
a Stock Award. The Common Stock under a Stock Award
shall be issued by CSX upon the satisfaction of the terms
and conditions of a Stock Award.

Stock Appreciation Rights. The Committee may grant
Stock Appreciation Rights to eligible employees. The

APPENDIX A

Committee shall establish as to each Stock Appreciation
Right the terms and conditions to which the Stock
Appreciation Right are subject. The following provisions
apply to all Stock Appreciation Rights:

(@ A Stock Appreciation Right shall entitle the
Participant, upon its exercise, to receive in
exchange for each share of Company Stock
represented by the exercise of the Stock
Appreciation Right, an amount equal to the excess
of (x) the FMV of the underlying Company Stock on
the date of exercise over (y) the Initial Value of the
Stock Appreciation Right.

(o) Except in the event of the Participant’s disability,
retirement (as defined in the agreement evidencing
the Stock Appreciation Right), death, or a Change in
Control, no Stock Appreciation Right may vest
before the third anniversary of the Date of Grant. A
Stock Appreciation Right may not be exercised
more than 10 years after the Date of Grant. A Stock
Appreciation Right may only be exercised at a time
when the FMV of the Company Stock covered by
the Stock Appreciation Right exceeds its FMV on
the Date of Grant. The amount payable upon the
exercise of a Stock Appreciation Right may be paid
in Company Stock, cash, or a combination of
Company Stock or cash as determined by the
Committee either at the time of grant or the time of
exercise of the Stock Appreciation Right. The
agreement evidencing a Stock Appreciation Right
shall provide that if the Participant is a Named
Executive Officer (as previously defined) on the date
the Stock Appreciation Right is exercised, then
shares acquired on the exercise of the Stock
Appreciation Right cannot be transferred prior to the
first anniversary of the exercise of such Stock
Appreciation Right. However, the one-year holding
restriction shall not apply (i) after the Participant’s
termination of employment from CSX and its
Affiliates, (i) to the surrender (actually or by
attestation), withholding or sale of shares to satisfy
Applicable Withholding Taxes arising on exercise of
the Stock Appreciation Right, (iii) to the sale of such
shares in a Change in Control transaction, or (iv) to
a person or entity that acquires the shares from the
Participant by will or the laws of descent and
distribution.

(c) Except as provided in Section 18, the Initial Value of
a Stock Appreciation Right may not be decreased
after the Date of Grant. Except as provided in
Section 18, a Participant may not surrender a Stock
Appreciation Right in consideration for the grant of
cash, another Incentive Award, or a new Stock
Appreciation Right with a lower Initial Value. If a
Participant’s Stock Appreciation Right is cancelled
before its termination date, the Participant may not
receive another Stock Appreciation Right within
6 months of the cancellation unless the Initial Value
of such Stock Appreciation Right is no less than the
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12.

13.

14.

15.

16.

Initial Value of the cancelled Stock Appreciation
Right.

Dividend  Equivalents. The Committee may grant
Dividend Equivalents to any Participant. The Committee
shall establish the terms and conditons to which
Dividend Equivalents are subject. Dividend Equivalents
may be granted in connection with other Incentive
Awards or separately. Under a Dividend Equivalent, a
Participant shall be entitled to receive, currently or in the
future, payments equivalent to the amount of dividends
paid by CSX to holders of Company Stock with respect
to the number of Dividend Equivalents held by the
Participant; provided, however, that if Dividend
Equivalents are granted with another Incentive Award
that becomes exercisable or vested or is earned only
upon satisfaction of performance restrictions, any
amount payable under the Dividend Equivalents shall be
paid only when, and to the extent that, the performance
restrictions of the related Incentive Award are satisfied
(but in no event later than March 15 of the year following
the year in which the performance restrictions are
satisfied). The Committee may decide to pay a Dividend
Equivalent in Company Stock, cash, or a combination
thereof at the time a Dividend Equivalent is granted or
payable.

Method of Exercise of Options. Options may be
exercised by the Participant (or his guardian or personal
representative) under procedures established by CSX.
Options may be exercised by () paying cash,
(i) executing a “cashless” exercise, or (i) executing a
“cashless” exercise and “hold” transaction.

Tax Withholding. Whenever payment under an Incentive
Award is made in cash, the Employer will withhold an
amount sufficient to satisfy any Applicable Withholding
Taxes. If an Incentive Award is payable in Company
Stock, the Employer shall withhold the number of shares
of Company Stock (valued at their FMV), necessary to
pay the Applicable Withholding Taxes.

Transferability of Incentive Awards. Incentive Awards
other than Incentive Stock Options shall not be
transferable by a Participant or exercisable by a person
other than the Participant, except as expressly provided
in the Incentive Award. Incentive Stock Options, by their
terms, shall not be transferable except by will or by the
laws of descent and distribution and shall be exercisable,
during the Participant’s lifetime, only by the Participant or
authorized representative.

Deferral Elections. No deferrals may be made under the
Plan. The Committee may permit Participants to elect to
defer, under the CSX Executives’ Deferred
Compensation Plan or any successor plan, any gains
realized or the issuance or right to Company Stock
relating to Incentive Awards, other than Options or Stock
Appreciation Rights.

Effective Date of the Plan. The effective date of the Plan
is May 5, 2010.

A-6 [csx ] 2015 Proxy Statement

17. Amendments and Termination.

@)

Plan amendments: The Board or Compensation
Committee may amend the Plan as it deems
advisable, provided however, that no amendment
shall be adopted that (j) increases the total number
of shares of Company Stock reserved for issuance
(except pursuant to Section 18), or (i) amends the
Plan provisions relating to the minimum exercise
price for Options or the minimum Initial Value for
Stock Appreciation Rights. However, with respect
to outstanding Incentve Awards other than
Performance Grants, the Plan may not be amended
in a manner that adversely affects such awards
without Participant consent.

Incentive Award Amendments: The Committee may
also amend as it deems advisable the terms of a
Performance Grant, except as provided under
Section 20(e) “Change in Control”. However, with
respect to Incentive Awards other than
Performance Grants, the Committee may not
amend the terms of such awards in a manner that
adversely impacts such awards without Participant
consent, except as required under Sections 18,
19(f), and 20(a).

Termination: This Plan shall terminate at the close of
business on May 4, 2020, and no Incentive Stock
Option may be granted under this Plan after
February 9, 2020. Additionally, the Board, at its sole
discretion, may terminate the Plan at any other time,
except (i) as prohibited under Section 20(e) “Change
in Control, and (i) with respect to outstanding
Incentive Awards other than Performance Grants,
the Committee may not terminate the Plan in a
manner that adversely impacts such awards without
the affected Participant’s consent.

18. Change in Capital Structure.

@)

The Compensation Committee shall make
commensurate adjustments to the Plan and to
outstanding Incentive Awards to reflect any stock
dividend, stock split or combination of shares, share
exchange, recapitalization or merger or other
change in CSX capital stock (including, but not
limited to, the creation or issuance to shareholders
generally of rights, options or warrants for the
purchase of common stock or preferred stock of
CSX). The Compensation Committee’s
determination of the number and kind of shares of
stock or securities to be subject to the Plan and to
Incentive Awards then outstanding or to be granted,
the maximum number of shares or securities which
may be delivered under the Plan under Sections
3(a) or 3(b), the Option exercise price, the Initial
Value, the terms of outstanding Incentive Awards
and other relevant provisions after any such
transaction shall be binding on all persons. If the
adjustment would produce a fractional share with



respect to any unexercised Option, the fractional
share shall be disregarded.

Notwithstanding anything in the Plan to the
contrary, the Committee may take the foregoing
actions without the consent of any Participant, and
the Committee’s determination shall be conclusive
and binding on all persons for all purposes.

19. Administration of the Plan.

@)

The Committee shall administer the Plan. The
Committee shall have authority to determine the
nature of, and impose any term, limitation or
conditon upon an Incentive Award that the
Committee deems appropriate to achieve the
objectives of the Incentive Award. The Committee
may adopt rules and regulations for carrying out the
Plan with respect to Participants. The interpretation
and construction of any provision of the Plan by the
Committee shall be final and conclusive as to any
Participant.

The Committee shall have the power and complete
discretion to delegate to any individual, or to any
group of individuals employed by CSX or a
Subsidiary, the authority to grant Incentive Awards
under the Plan to any employee of CSX, a
Subsidiary or Affiliate, who is not considered an
officer of CSX under Securities Exchange Act
Rule 16a-1. No Incentive Award granted under this
authority may exceed $500,000 in value on the
Date of Grant.

If the Participant’s Employer is involved in a Divisive
Transaction, the Committee may take such actions
with respect to outstanding Incentive Awards as the
Committee deems appropriate.

If a Participant or former Participant (1) becomes
associated with, recruits or solicits customers or
other employees of CSX, a Subsidiary or Affiliate, is
employed by, renders services to, or owns any
interest in (other than any nonsubstantial interest, as
determined by the Committee) any business that is
in competition with CSX, its Subsidiaries or Affiliates,
(2) has his employment terminated by his Employer
on account of actions by the Participant which are
detrimental to the interests of CSX, a Subsidiary or
Affiliate, or (8) engages in conduct which the
Committee determines to be detrimental to the
interests of CSX, a Subsidiary or Affiiate, the
Committee may, in its sole discretion, cancel all
outstanding Incentive Awards, including immediately
terminating any Options held by the Participant,
regardless of whether then exercisable.

In the event of the death of a Participant, (i) any
outstanding Incentive Award that is otherwise
exercisable may be exercised by the administrator
or executor, as applicable, of the Participant’s

APPENDIX A

estate, and (i) any amount payable under an
outstanding Incentive Award shall be paid to the
Participant’s estate.

The Committee shall administer the Plan and
prescribe the terms and conditions of Incentive
Awards so that Options and Stock Appreciation
Rights shall be exempt from Code Section 409A
pursuant to Treasury Regulation § 1.409A-1(b)(4) or
(6) and so that all other Incentive Awards shall be
exempt from Code Section 409A pursuant to
Treasury Regulation § 1.409A-1(b)(4). If an Incentive
Award is subject to Code Section 409A
notwithstanding the preceding sentence, the
Committee, without the consent of any Participant,
may take any action that the Committee determines
is necessary or appropriate so that such Incentive
Award shall be exempt from, or in compliance with,
the requirements of Code Section 409A.

20. Change in Control. The following shall apply in the event
of a Change in Control.

(@)

Continuation of Incentive Awards: Effective as of a
Change in Control, each outstanding Incentive
Award must be continued in accordance with its
terms and conditions in effect on the date of the
Change in Control, except for adjustments in its
terms and conditions as are required to equitably
reflect the change in capital structure resulting from
the Change in Control. If Company Stock is no
longer publicly traded on a recognized exchange,
Incentive Awards outstanding at the time of the
Change in Control must be replaced with a
Substitute Award as soon as practicable.

Termination of Employment After Change in Control:
Each Incentive Award or Substitute Award held by a
Participant (A) who resigns within three months after
an event constituting Good Reason or (B) whose
employment is terminated without Cause by the
Company, a Subsidiary or an Affiliate, in either case
after a Change in Control and on or before the third
anniversary of the Change in Control, is subject to
the following:

() If the Incentive Award or Substitute Award is
an Option or Stock Appreciation Right, the
Incentive Award or Substitute Award shall be
cancelled on the date the Participant's
employment terminates in exchange for a
single sum cash payment. The payment shall
equal the FMV of Company Stock or other
security subject to the Option or Stock
Appreciation  Right, on the date the
Participant’s employment terminates, in excess
of the option price or the Initial Value, as
applicable, multiplied by the number of shares
of Company Stock or other security subject to
the Option or Stock Appreciation Right on the
date of the termination of employment.
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(i) If the Incentive Award or Substitute Award is
Restricted Stock, all terms and conditions on
the Restricted Stock shall be deemed satisfied
on the date the Participant's employment
terminates and the Restricted Stock shall be
fully vested and immediately transferable.

(i) If the Incentive Award or Substitute Award is a
Performance Grant or Stock Award, the
Incentive Award or Substitute Award shall be
considered earned at the Target Payout Level
and shall be cancelled on the date the
Participant’'s  employment  terminates  in
exchange for a single sum cash payment. The
payment shall equal the FMV of Company
Stock or other security subject to the
Performance Grant or Stock Award multiplied
by the number of shares of Company Stock or
other security subject to the Performance
Grant or Stock Award at the Target Payout
Level.

(iv) If the Incentive Award or Substitute Award is
Restricted Stock Units, all terms and
conditions on the Restricted Stock Units shall
be considered satisfied on the date the
Participant’s employment terminates and shall
be cancelled on such date in exchange for a
single sum cash payment. The payment shall
equal the FMV of Company Stock or other
security subject to the award, multiplied by the
number of Restricted Stock Units subject to
the award on the date the Participant’s
employment terminates.

(v) If the Incentive Award or Substitute Award is
Dividend Equivalents, all terms and conditions
of the Dividend Equivalents shall be considered
satisfied on the date the Participant’s
employment terminates and shall be cancelled
on such date in exchange for a single sum
cash payment. The payment shall equal the
balance, if any, that has been credited but not
yet paid with respect to the Dividend
Equivalents.

Termination of Employment before a Change in
Control in Certain Circumstances: Each Incentive
Award of a Participant (A) who resigns within three
months after an event constituting Good Reason or
(B) whose employment is terminated without Cause
by the Company, a Subsidiary or an Affiiate, in
either case upon or after shareholder approval of a
Business Combination or Regulated Business
Combination and prior to the applicable Change in
Control is subject to the following upon the
consummation of such Change in Control:

()  all Options and Stock Appreciation Rights shall
be cancelled, on the date of the event
described in Section 2(e)(ii) or 2(e)(iv), as

A-8 [csx] 2015 Proxy Statement

21.

(@

©)

applicable, in exchange for a single sum cash
payment. The payment shall equal the FMV of
Company Stock on such date in excess of the
option price or the Initial Value, as applicable,
multiplied by the number of shares of
Company Stock subject to the Option or Stock
Appreciation Right on the date of the Change
in Control.

(i) all terms and conditions of Restricted Stock and
Restricted Stock Units shall be considered
satisfied upon the date of the event described in
Section 2(e)(ii) or 2(e)iv), as applicable (and the
Restricted Stock shall be entirely vested and
transferable and the amount payable for the
Restricted Stock Units shall be immediately
payable as of such date).

(i) al Performance Grants, Stock Awards and
Dividend Equivalents shall be considered earned
at Target Payout Level and immediately payable
in cash upon the date of the event described in
Section 2(e)(iii) or 2(e)(iv), as applicable.

Addlitional Participant Rights: If Section 20(a) is not
satisfied, then the following shall occur: (i) with respect
to Performance Grants, Stock Awards, Restricted
Stock, Restricted Stock Units or Dividend Equivalents,
the Participant shall be entitled to receive the value of
the Incentive Award, based upon FMV of the Company
Stock and at the Target Payout Level, where
applicable, determined on the date of the Change in
Control and paid as soon as practicable thereafter, and
(i) with respect to Options or Stock Appreciation
Rights, the Participant shall be entitled to receive an
amount equal to the FMV of the shares covered by the
Option or Stock Appreciation Right on the date of the
Change in Control in excess of the Option price or
Initial Value, as applicable, multiplied by the number of
shares covered by the Option or Stock Appreciation
Right and paid as soon as practicable thereafter.

Amendments and Termination: On and after a Change
in Control, the Committee may not amend or terminate
the Plan or the terms of any Performance Grant in a
manner that adversely impacts such Performance
Grant without the affected Participant’s consent except
as required or provided under Sections 18, 19(f), and
20 (a) above.

Interpretation. The terms of this Plan shall be governed by
the laws of the State of Florida without regard to its conflict
of laws rules.
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Thank you for being a CSX shareholder!

CSX AWARDS

e CSX ranked #15 on IDG’s Computerworld’s “100 Best Places to Work in IT”

e Named to the Dow Jones Sustainability Index for North America for the fourth consecutive year

* Named among Most Valued Employers for Military by CivilianJobs.com

e Recognized on the CDP S&P 500 Climate Performance Leadership Index for the fifth consecutive year
e Ranked #1 of Top 10 Companies for Veterans by Diversitylnc. Magazine for 2014

e In 2014, Diversity MBA Magazine named CSX as the #14 company on their “50 Out Front for Diversity
Leadership: Best Places for Diverse & Women Managers To Work” list.

e Named a 2014 Best Diversity Company in Transportation - Diversity/Careers in Engineering & Information
Technology

e Ranked #2 for 2013 and #4 for 2014 in Gl Jobs Magazine’s Most Military Friendly Employers out of over 5,000
applicants

CSX is fully committed to being a responsible corporate citizen and recognizes that safety, community
involvement and environmental stewardship help us to better serve our customers, shareholders and
neighboring communities. To learn more about CSX, please visit our website, www.csx.com.

If you have a smartphone™; you can scan the QR codes below for more information.

*

Some smartphones will require the installation of a reader to scan the code.

CSX Proxy Statement 2014 CSX Annual 2013 CSX Sustainability
Report Report
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201 5 FIRST QUARTER

EARNINGS CONFERENCE CALL

Forward-Looking Statements

This information and other statements by the company may contain forward-looking statements within the meaning of
the Private Securities Litigation Reform Act with respect to, among other items: projections and estimates of earnings,
revenues, margins, volumes, rates, cost-savings, expenses, taxes, liquidity, capital expenditures, dividends, share
repurchases or other financial items, statements of management’s plans, strategies and objectives for future
operations, and management’s expectations as to future performance and operations and the time by which objectives
will be achieved, statements concerning proposed new services, and statements regarding future economic, industry or
market conditions or performance. Forward-looking statements are typically identified by words or phrases such as
“will,” “should,” “believe,” “expect,” “anticipate,” “project,” “estimate,” “preliminary” and similar expressions. Forward-
looking statements speak only as of the date they are made, and the company undertakes no obligation to update or
revise any forward-looking statement. If the company updates any forward-looking statement, no inference should be
drawn that the company will make additional updates with respect to that statement or any other forward-looking
statements.

Forward-looking statements are subject to a number of risks and uncertainties, and actual performance or results could
differ materially from that anticipated by any forward-looking statements. Factors that may cause actual results to differ
materially from those contemplated by any forward-looking statements include, among others; (i) the company’s
success in implementing its financial and operational initiatives; (ii) changes in domestic or international economic,
political or business conditions, including those affecting the transportation industry (such as the impact of industry
competition, conditions, performance and consolidation); (iii) legislative or regulatory changes; (iv) the inherent
business risks associated with safety and security; (v) the outcome of claims and litigation involving or affecting the
company; (vi) natural events such as severe weather conditions or pandemic health crises; and (vii) the inherent
uncertainty associated with projecting economic and business conditions.

Other important assumptions and factors that could cause actual results to differ materially from those in the forward-
looking statements are specified in the company’s SEC reports, accessible on the SEC’s website at www.sec.gov and
the company’s website at www.csx.com.
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Executive Summary

Michael Ward
Chairman and Chief Executive Officer

How tomorrow moves [csx ]
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First quarter performance . . .

Volume 1,635K Revenue $3,027M Operating Income $843M Operating Ratio 72.2% EPS $0.45

Earnings Per Share B First quarter results
— Double-digit EPS growth

$0.45 B Headwinds near-term

$0.40 — Strong U.S. dollar; coal markets
reflecting natural gas prices

B Core business remains strong

— Operating income up 14% and
operating ratio improves 330 bps

B Shareholder Distributions

— Dividend increase and buyback
program underscores confidence

Q12014 Q12015
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Financial Review

Fredrik Eliasson
Executive Vice President
Chief Financial Officer
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First quarter earnings summary . . .

First Quarter Results

Dollars in millions, except EPS 2015 2014 Variance
Revenue $ 3,027 $ 3,012 0%
Expense 2,184 2,273 4%
Operating Income $ 843 $ 739 14%
Interest Expense (134) (140)

Other Income (net) 2 7

Income Taxes (269) (208)

Net Earnings $ 442 $ 398 11%
Fully Diluted Shares in Millions 992 1,008

Earnings Per Share $ 045 $ 040 13%

How tomorrow moves [csx ]
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Overall outlook for second quarter is flat

Outlook  Markets Drivers
Food & Consumer B Continued growth in frozen food shipments
Favorable Intermodal B Success with H2R conversions; growth with existing customers

49% of volume Minerals Construction market driving aggregate demand

Waste & Equipment Increased shipment of municipal waste

Agricultural Products B Strength in grain shipments offset by export demand
Neutral - - - - -
29% of volume Automotive B Modest growth driven by projected N.A. vehicle production
Chemicals B Reduced energy-related drilling activities

Domestic Coal Lower natural gas prices

Export Coal B Continued weakness in global market conditions
Unfavorable Fi t Product: D d d d f inti d int
orest Products B Decreased demand for printing paper and newsprin
29% of volume printing pap P
Metals B Import supply continues to challenge U.S. steel production
Phosphate & Fertilizer B High inventories and limited export market

How tomorrow moves [csx ]
(1) o

r expense expectations . . .

Average headcount expected to increase 3% versus the prior year
Labor and Fringe Inflation estimated to be around $35 million
Maintenance agreement expected to increase Labor & Fringe $10-15 million

Maintenance agreement expected to decrease MS&O $10-15 million
Driven by inflation and higher resource levels; partially offset by efficiency

Driven by lower cost per gallon, reflecting the current forward curve, and
fuel efficiency

Depreciation B Increase estimated to be around $10 million versus the prior year

Equipment

and Other Rents Higher inflation is expected to be offset by improving cycle times

How tomorrow moves [csx ]
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Increasing dividend 13% starting in second quarter

Dividends B Represents 13t increase in
Paid Per Share the last 10 years
— CAGR of 26% over the period
$0.18
$0.16 .
$0.15 B Reflects underlying strength

in the core business
— 36% payout ratio of TTM EPS

B Expanding payout range to
30-40% going forward

— Reflects confidence in future

Q22012 Q22013 Q22014 Q22015

9 How tomorrow moves [csx ]
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Initiating new $2 billion buyback program

Share Repurchases B Buyback program structured
Dollars in Millions over two-years
— Expected to be completed by end
of first quarter 2017
$830
$734

B Program will be conducted
pro rata over the period

— Funded by debt, excess cash
and cash flow from business

$517

$353

B Expect to sustain BBB+/Baa1
credit profile

— Targeting debt-to-EBITDA in the

low 2X’s going forward
2012 2013 2014 2015F
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Financial wrap-up . . .

11

B Produced double-digit EPS growth for first quarter

— Top line growth less than expectations; partially offset by pricing and productivity

B Coal headwinds increase for the remainder of the year
— 2015 expectation: domestic at least 5% down; export at 30 million tons

B Second quarter EPS expected to be flat-to-slightly-up

— Cycling very strong volume growth and resources still increasing

B Expect mid-to-high single digit EPS growth in 2015

— Strong margin expansion remains very achievable for the year

B Delivering value with shareholder distributions
— Dividend increase and buyback program reflects company’s bright future

Concluding Remarks

Michael Ward
Chairman and Chief Executive Officer
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Relentless pursuit of excellence . . .

[[CSX |

How tomorrow moves
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