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COMES NOW Complainant, E [ du Pont de Nemours and Company (“DuPont™), 4417
Lancaster Pike, Wilmington, DE 19805, and files this Complaint against Defendant, CSX
Transportation, Inc (“CSXT™), 500 Water Street, Jacksonville, Flonda 32202 DuPont brings
this Complaint pursuant to 49 U.S.C §§ 10701, 10704, 10707, 11701 and 11704, and 49 C F R
Part 1111 DuPont requests that thc Surface Transportation Board (“*STB™ or “Board™) prescribe
reasonable rates and service terms for CSXT's transportation of the movements set forth 1 this
Complaint DuPont asks the Board to award damages, plus interest, to the extent that Dul’ont
has paid or will pay common carricr rates 1n excess of a reasonable maximum ratc for such
transporiation, for a period of five ycars beginning on June 16, 2007 DuPont requests that the
Board handle this Complaint under the simplified standards, adopted pursuantto 49U S C
§10701(d)3), in Ex Parte No 347 (Sub-No 2). Rate Guidelines—Non-Coal Proceedings, |
ST B 1004 (1996)
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In support of this Complaint, DuPont states as {ollows. F N T S ”EEVE )]
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The Partics

1. DuPont 15 a corporation organized under the laws of the Statc of Delawarc, with
its principal place of business in Wilmington, Delaware DuPont 1s a manufacturer of chemicals,
additives, plastics, coatings and agricultural products, with numerous production facilitics
throughout the contincntal United States and around the globc  DuPont 1s a major user of rail
service to transport commodities that it consumes and produccs at 1ts various factlities and that 1t
sells to customers in the continental United States and around the world

2 CSXT 1s a Class I common and contract carrier by railroad that engages in the
transportation of property 1n interstate and intrastate commerce Its headquarters are 1n
Jacksonville, Flonda CSXT 1s subject to the Interstate Commerce Commission Termination Act
of 1995 (49 U S.C. §§ 10101 er seq ) and to the jurisdiction of the Board

Description of the Issue Movements
3 The movements that arc the subject of this Complaint are as follows

a) The movement of Chlorine, STCC 2812815, from Niagara Falls, New
York to Ncw Johnsonville, Tennessee ("Niagara Falls Movement")

b) The movement of Chlorine, STCC 2812815, from Natrium, West Virginia
to New Johnsonville, Tennessee ("Natrium Movement”)

c) The movement of Chlonine, STCC 2812815, from Niagara Falls, New
York to Camncys Point, New Jersey ("Carneys Point Movement”)

4 CSXT onginates these shipments at thc origins named 1n paragraph 3 of this
Complaint, and transports them 1n single-line service to the destinations named 1n paragraph 3 of

this Complaint



5. CSXT transports the listed commodities 1n private tank cars, owned or leased by

DuPont Other information called for in 49 C.FR § 1111 1(a) 1s as follows

3 %f' S r’ T T e TR % e
: ‘%& o ﬁﬁﬁ(ﬁd Average P erage Mo"'rement @'
Movement® pCars Per. 4=l‘ons per ", Car Slze
L BT il M" ipme Carl ¥ % Typ%‘-‘ -
-ﬁmﬂ ‘uﬁl_ N .’l- p el T R 1 ...-?‘5."“""'
17,000
Niagara Falls 880.7 1 %0 Single car gal
17,000
Natrium 722 8 1 90 Single car gal
17,000
Carneys Point 5883 | 90 Single car gal
6 In calendar ycar 2006, the following number of carloads were tendered for each
movement described 1n paragraph 3 of this Complaint
a) Niagara Falls Movement — 42 carloads
b) Natrium Movement — 83 carloads
c) Carncys Point Movement — 328 carloads
The Challenged Rates
7 On June 15, 2007, a contract between DuPont and CSXT covering the movements

listed tn paragraph 3 of this Complamnt terminated by 11s terms  Even though the partics were
still in negotiations over a new contract. CSXT refused a request by DuPont to extend the current

contract for two weeks beyond the coniract term to permit further negotiations



8 Eftective June 16, 2007, CSXT published the following common carrier rates for

the movements that arc the subject of this Complaint
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Niagara Falls $8997 03 per car CSXT 41248.1

Natrium $64 99 per net ton CSXT 41248 1
Carneys Point $4779 per car CSXT 41248 1

9 Beginning June 16, 2007, CSXT also assessed a fucl surcharge published in

CSXT 8661-A, as calculated on the datc of each shipment, in addition to the rates listed

paragraph (8) of this Complaint This fuel surcharge for the month of July is at the rate of $0 20

per mile The rate plus the applicable fuel surcharge 15 as follows

. T sAReas
Ratieilnncludmg '
Fuel Surcharge

Niagara Falls $9173 17 per car
Natrium $5993 75 per car
Cameys Point $4896 66 per car

10 The rates (including the eflect of the fuel surcharge) imposed by CSXT applicable
to the movements that arc the subject of this Complaint represented increases well over 40%,
compared to thc previous contract rates In the case of the Niagara Falls Movement, the new
common carrier rate imposed on DuPont (including the cffect of the fuel surcharge) represented
an increase of 105% comparcd to the previously-effective tanff rates In the case of the Natnum
Movement, the ncw common carrier rate imposced on DuPont (including the effect of the fuel

surcharge) represented an increase of 41% compared to the previously-effective tanff rates



Jurisdictional Allegations

11 CSXT possesses market dominance over the movements of thc commodities

named 1n this Complaint  Thercfore, pursuant to 49 U S C § 10707, the Board has jurisdiction

over the rates and services provided by CSXT and challenged by DuPont as unreasonable

12 The rates charged by CSXT and challenged by DuPont greatly exceed 180 percent

of CSXT's vanable cost for the servicc requested by DuPont, as determined in accordance with

49U SC §10707(d)1)

13 Through the Verified Statement of Thomas D Crowley (“Crowley V S "),

attached as Exhibit A, DuPont presents the variable cost and the revenue to variable cost ratios

for each movement that 1s the subject of this Complaint, using URCS Phase III procedurcs

on 1 » ! -wi ¥

tent’ N| |i URCS PE‘a’;"‘é iin; SIERIVC Ratio:

.:- td‘n‘ K r

% Varlable COS;-a 4] e :’ﬂ:
N:agara Falls $2170 12 per car 423%
Natrium $1856 38 per car 323%
Carneys Point $1588 30 per car 308%

Crowley VS at 15 In each case, DuPont belicves that more accurate costing would result 1n a

decrease in the estimated vanable cost and an increase in the revenue to variable cost ratio

14 There 15 a lack of cffective competition from other rail carriers because CSXT 1s

the only rail carrier that provades service at the origin and/or at the destination for the subject

movements There 1s a lack of effective competition from non-rail modes and transport by truck

1s not a viable option



The Public Interest in the Safe Transportation of Chlorine

15 Although Chlorine 1s a hazardous material that 1s considered toxic-by-inhalation
("“TTEH™), 1t 15 essential to the public welfare and the national economy. Chlonne 1s a disinfectant
that 1s widely used in water punfication Today, 98 percent of all U S public water supplies that
are disinfected are made clean and safc with chlorine or chlorine-based compounds Chlonne’s
proven role 1n water disinfection 1s onc of the most important public health advances of the 20th
century More than 93 percent of pharmaceuticals contain chlonne or are made using chlernne
chemistry, including medicines that treat heart discasc, cancer, AIDS, and malana. Chlonne 1s
critical to the manufacture of antibiotics such as Cipro® that arc reccommended by the U.S.
Centers for Discase Control and Prevention for the treatment of anthrax Chlorine 1s used 1n the
manufacturc of titanium dioxide pigments, which are used in a broad range of coatings, plastics
and personal care products that protect against the harmful effects of sunlight Chlorine
chemistry also 1s cntical to modern agnculure. Chlonne 1s a key building block 1n the
production of over 95% of crop protection chemicals and 1s onc of the few chemical options
available to combat post-harvest discase i crops. Building and construction 1s dependant on
chlorine enabling casy to maintain, long lasting, attractive and economical building matenals
Nearly one-third of all chlorine is used to produce vinyl — for products such as wirc and cable.
pipe, floorings, siding, windows and doors Over 25 percent of all medical plastics and over 70
percent of all disposable medical applications are made as the result of chlorine chemistry. This
includes X-ray and mammography films as well as vinyl blood bags, tubing and valves, dialysis
equipment, examination gloves, and inhalation masks 1o name just a few In addition. chlorine 1s

used 1n the manufacture of bullet-resistant vests, bullet-resistant glass, and fire-resistant clothing



Chlorne 1s so pervasive becausc 1t 1s the single matenal on which production of so many other
chemicals depends

16  The US Decpartment of Transportation has adopted strict standards to ensure the
safe transportation of chlorine In addition, the chemical and rail industnes have worked in
concert to develop and implement numerous programs to promote the safe transportation of
hazardous chemicals, including chlonne, by rail. The overall rail transportation saflety record for
all hazardous maternals has been excmplary and rail 1s considered to be the safest and most
efficient mode for transporting large volumes of chlorine over land

Eligibility to Use Small Casc Procedures

17 Pursuantto 49 U S C § 10701(d)(3). the Board has adopted “a simplified and
expedited method for determining the reasonableness of challenged rail rates in those cases 1n
which a full stand-alone cost presentation is too costly, given the value of the case ™ This
simplified method was established in Ex Parte No 347 (Sub-No 2), Rate Guidelines Non-Coal
Proceedings, 1 S T'B 1004 (1996)

18 The value of this case challenging the rcasonableness of CSXT's rates to transport
the chlorinc movements that are the subject of this Complaint does not justify a full stand-alone
cost presentation Through the Venfied Statement of I'homas D Crowley. DuPont presents the
information requirced 1o establish ehgibihity under49 CEFR § 1111 1(a)6)-(10)

19 The feasibility and anticipated cost of preparing a full stand-alone cost
presentation for each movement in this case ranges from $3.4 million to $5 5 million, or a total
of $13 6 million for all three movements Crowlcy V S at 8-9 These figures include only
DuPont’s out-of-pocket legal and consulting costs  They do not include any costs that DuPont

would 1ncur internally or the opportumty costs associated with the management time that a stand-



alone cost presentation ievitably would consume /d at 8 Morcover, aggregation of these
movements 1nto a single stand-alone presentation is not approprate, because the origins are
widely dispersed from New York 1o West Virginia, resulting 1n only a hmited sharing of
facihties /d at 8.

20.  The estimated cost to prepare the jurisdictional and market dominance cvidence 1n
this case ranges from $127,400 for one movement, and $274,000 for all three movements
Crowley VS at 12-13 These figures include only DuPont’s out-of-pocket legal and consulting
costs They do not include any costs that DuPont would incur internally or the opportunity costs
associated with thc management time that a stand-alone cost presentation inevitably would
consume. Jd at 13

21 DuPont currently 1s paying the rates set forth in paragraph 9 of this Complaint
DuPont projects that 1t wall tender approximately the same number of rail cars annually for each
of the movements involved 1n this Complaint over a 5-ycar prescription period as 1t has for the
twelve-month peniod as set forth in paragraph 6 of this Complaint

22 DuPont 1s willing to stipulate that it will not seck a rate prescription and damages
at a level lcss than 260% of the variablc cost of each movement, as calculated using URCS Phase
111 procedures The estimated maximum reasonable ratc and overcharges based on this

stipulation are as follows
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Niagara Falls Movement $5,642 31 percar $3,530 86 per car
Natrium Movement $4,826 59 per car $1,167 16 per car
Carneys Point Movement $4,129.58 per car $767.08 per car




Crowley V S. at Exhibit_ (TDC-6)

23 The estimated actual present value of the requested relief over a five year
prescription period, based on the estimated overcharges in paragraph 22 multiphied by the
number of cars for the twelve-month period listed in paragraph 6 of this Complaint, over 5 years,

discounted using the STB's 2005 before-tax cost of capital, for cach movement 1s as follows

IF 3 N"fo-q.émM :%F-Es't‘inli’ﬁ‘?éd Aétual Presént Value: -
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Niagara Falls Movement $464.799

Natrium Movement $303.630

Carneys Point Movement $788,589

Crowley V S at Exhubit__ (TDC-6) Even if the present valuc 1s aggregated for purposcs of
determining ehgibility, the total reliefis $1.557,018 /4 a1 18

24 The actual present value of the potential relief 1s well below the estimated cost of
a full stand-alone cost presentation Becausc "a full stand-alone cost presentation 1s too costly,
given the value of the case,” DuPont has demonstrated its eligibility to use the simplhified
standards adopted 1n Ex Parte No 347 (Sub-No 2). Rate Guidelines—Non-Coal Proceedings, 1
STB 1004 (1996)

Requested Relicf

25 CSXT's common camer rates for the transportation of the chlonne covered by
this Complaint are unreasonable and violate 49 U S C §§ 10701(d)(1) and 10702, which require
CSXT to establish reasonable ratcs The Board should order CSXT to cease these violahions and

1t should prescribe maximum reasonable rates for cach movement pursuantto 49 U S C

§ 10704(ap 1)



26.  The Board should award reparations to DuPont, as provided under49 U S C.
§ 11704(b) The reparations should compensate DuPont for any and all amounts paid 1n excess
of the rcasonablc ratcs prescribed by the Board pursuant to this procceding, plus interest

27.  The Board should prcscribe a maximum reasonable rate for each movement and
award rcparations for a combined period of five ycars, beginning June 16, 2007

28 This Complaint includes any and all adjustments to the challenged rates, including
adjustments 1o the applicable fuel surcharges. and any new rates established by CSX'I for the
scervices described herein

29 DuPont has considercd and rejected arbitration of this Complaint pursuant to 49
C FR Part 1108. DuPont also does not believe that mediation would have a high chance for
success As noted in paragraph 7 of this Complaint, CSXT refused even to extend the current
expiration datc of the contract for two weeks 1n order to permit turther negotiations Morcover,
very senior level executives of DuPont have recently met with very senior level exccutives of
CSXT to resolve the impasse, without success

WIIEREFORE, Complamant, E I du Pont de Nemours and Company prays that the
Board

(1)  require Defendant, CSX Transportation. Inc , to answer the charges alleged
herein,

(2)  assign this Complaint for hearing under 49 C F R Part 1111 and the simplified
standards adopted 1n Ex Parte No 347 (Sub-No 2), Rate Guidefines—Non-Coal Proceedings, 1

STB 1004 (1996), pursuant to 49 U S C §10701(d)(3),

10



(3) after due hearing and investigation, find that the CSXT's common carrer rates
apphicablc to the transportation of chlorine between the ongins and destination named 1n this
Complaint are unrcasonable,

(4)  prescribe just and reasonable rates and related rules and service terms for the
future apphcable to the rail transportation of DuPont’s traffic, pursuant to 49 U.S.C.

§§ 10704(a)(1) and 11701(a),

(5)  award DuPont rcparations, plus applicable interest, 1n accordance with 49 U S.C.
§ 11704 for unlawful rates set by CSXT for the peniod begmning June 16, 2007 to the eflective
date of a decision by the Board prescribing just and rcasonable rates, and

(6)  grant such other and further relief to DuPont as thec Board may deem just and
proper under the circumstances

Respectfully submitted,
Nicholas ] DiMichael

Jeftrey O Moreno

Karyn A Booth

Laurence W Prange
Thompson llinc LLP

1920 N Street, N W, Suite 800

Washington, D.C. 20036
(202) 331-8800

August 21, 2007
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I. INTRODUCTION

My name 15 Thomas D Crowley [am an economist and President ol the economic consulting
firmofl'l. I. Peabody & Associates, Inc The Firm’s offices are located at 1501 Duke Street, Suite
200. Alexandrnia. Virgima 22314, 3901 N Cicero Avenue. Suite 504, Chicago. lllimors 60646 and
10445 N Oracle Road, Suite 151, Tucson, Anzona 85737 My qualifications and expenence are

attached to this ventied statement as }xhibit_( 'DC-1)

E 1 duPontde Nemours and Company ("Dulont™) 1s requesting that the Surface I'ransportation
Board (“STB™) prescribe reasonable rates. service terms and reparations associated with the

transportation ol chlorme via CSX ‘lransportation. Inc ("CSXT™) for the following three (3)

movements
1 Niagra Ialls. NY to New Johnsonville. TN.
2 Natrium. WV to New Johnsonville, TN, and
3 Nugra Falls. NY to Carneys Point. \J

1 have been requested to provide the following information to support DuPont™s reguest

1 T'he estimated cost to prepare a full stand-alone cost presentation lor each moyement of
chlonne,

[ 5

The estimated cost to prepare variable cost. junisdictional thresheld and qualnative market
dominance evidence associated with a full stand-alone cost presentation for each movement.

3 Thevanable cost for cach movement at 1ssue using the STB"s URCS Phase II1 program, and

4  An estimate of the maximum value of this case for each movement



My verified statement desenibes how [ developed the requested information and the results of
m analyses The remainder of my verified statement summarizes the analvses [have performed and

the results are summanzed under the following headings and 1n the accompanying Exhibits

Il Summary and Findings
Il Estimated Cost to Prepare Stand-Alone Cost Lvidence
IV Estimated Cost 10 Prepare Vanable Cost Iividence

V  Vanabic Costs for the Issue Movements

VI Estimated Maximum Value of DuPont’s Case



1I. SUMMARY AMD FINDINGS

Based on the information, assumptions and analyses described 1n this verified statement. my

findings include

1 For the three movements at 1ssuc, DuPont would have 1o make three separate full stand-
alone cost presentations because of the different routes  The estimated cost to prepare a full
stand-alone cost presentauon for the movement of chlorine from Niagra Falls, NY 10 New
Johnsonville. TN equals over $5 S million  I'or the two addiuonal movements at 1ssuc from
Natrium. WV to New Johnsonwille. “IN and Niagra Falls. NY to Carnevs Point. NJ, the
estimated costs for full stand-alone cost presentations equal $3 4 million and $4 7 nilhion,
respectively  In total. | estimate that it would cost Dul’ont ever $13 6 million to present
three separate full stand-alone cost presentations for the three 1ssue movements

tJ

The estimated cost to prepare vanable cost, Jurisdictional threshold and qualitative market
dominance evidence associated with a full cost presentation for the movements at 1ssuc
equals $127.400 for the first movement and an additional $73.200 per movement for the two
other movements lor a total of approximately $274.000

\as

The estimated masimum value of the case for the movemenis at 1ssue using the STB's
formula varies depending on the masimum rate used and the discount rate used as shown
in Table 1 below  DuPont has stipulated 1n its Complaint that it will not seck a maximum
prescribed rate below 260% of vanable cost for any of the movements at 1ssue Therefore.
] have estimated the maximum value of the case based on 260% of the vanable cost for cach
movement at 15suc
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lIl. ESTIMATED COST TO PREPARE
STAND-ALONE COST EVIDENCE
The presentation ol a full stand-alone casc before the SIB 1s a very expensive proposition
‘L here are numerous 1tems to consider and a sigmificant number of analvses to undertahe when
developing all of the costs that an efficient hypothetical railroad would incur  As shown in my
quahficauons. attached to this venfied statement as Lxhibit__( I'DC-1). | have participated in all of
the stand-alone cases that have been brought before the STB and 1 all of the stand-alone cascs that
were brought before the STB s predecessor agencey. the Interstate C emmeree Comnussion (*1CC™)
under the existing Guidelines  In the remainder of this section of my venified statement. 1 provide
a briet deseription of the process that would be followed and the analy ses that would be required to

develop and present a full stand-alone case betore the STB

[t 1s important to note that the three movements that are the subjeet of DuPont’s complaint
would cach require a separate stand-alone presentation  The two movements to New Johnsonville,
I'N overlap for less than 50% ol the route and the movement to Carneys Point [ollows a route

completely different from the other two movements

Prior to begmning any analvses lor the stand-alone presentation. it 15 necessary 10 conduet
discovery on the defendant rallroad. as the railroad 1s the only source of much of the data needed to
develop the stand-alone presentauon  This requires desveloping interiogatories and document
requests to be served on the rallroad. responding to the railroad’s objections, momitoring the

production of material over several months. reviewing the materials that are preduced. identifying



matenal that was not produced. attending several discovery meetings (including one or more
involving S 1B personnel). filing motiens to compel production and potenually making ficld trips

1o 1eview and obtain materials at the ralroad’s otfices

Once discovery has been obtained [rom the delendant railroad. the first tash in the development
of a stand-alone case 1s Lo identilv the route of the stand-alone railroad ("SARR™) 1 he route ol the
1ssuc movement(s) 1s the {irst route evaluated in the stand-alone process The SARR route may
follow the route traversed by the 1ssue traffic. may utihize a more efTicient route and/or the route may
be expanded based on analyses ot the defendant railroad’s trafTic and revenue data  T'he objeet of

thesc analyscs 1s to wdentily the most eflicient SARR. 1 e . idenuly the least cost. most efficient route

To develop the tratfic and revenues for the SARR, 1t 1s necessary 1o analyze several vears of the
defendant rilroad’s trallic and revenue data plus develop tratfic and revenue projections for the
luture as the STB s stand-alone analvsis covers a ten-year peniod beginning with the first movement
at issuc  For much of the SARR s traffic, the route over the SARR wall represent only a portion of
the total movement for that trallic  Stated differently. much of the traffic on the SARR will erther
originate and/or terminate at locations off the SARR or alternatively be handled by the SARR as an
overhead movement  For these movements, 1t 1s necessary to allocate the defendant railroad’s
revenues between the SARR and the residual rarlroad  In the STBs October 30, 2006 decision in
[x Parte No 657 (Sub-No 1) Maor Issues in Rarl Rute Caves ("Major Issues™). the STB provided
a new methodology for allocating revenues between the SARR and the 1esidual radroad. 1 ¢ . the

average Lotal cost ("ATC™) methodology  1his methodology 1s much more complicated than the



previous methodology, as the new methodology relies on a combination of variable costs. lixed

costs, density and miles rather than just miles to allocate revenucs

Once the SARR route and traffic base have been developed. 11 1s necessary 1o develop an
operating plan for the SARR to handle the traffic ‘The operating plan 1s normally designed to handle
the peak perniod of the SARR traftic base (which by definition overstates stand-alone costs for every
non-peak period)  The peak period 1s developed by analvzing the timing of the SARRs traffic
movements, combined with traffic lorecasts. and determining the ime period of one to two weeks
mn the highest volume vear during the 10-year stand-alone period where the number of traffic
movements arc greatest  The operauing plan consists ol imtially identifving the track facilities
needed o handle the peak period movements plus the cquipment and personnel needs  The traffic
movements are combined with the track lacility plan and run through an operations simulation
model. such as the R1C Model that has been used 1n recent stand-alone cases before the S1B, to
determune the feasibility of the iniuial track facility and operating plans  Based on the result of the

RTC Mode! runs, the imtial track facilities and operating plans may be modilied

‘The RTC Medel produces operaung statistics that are used 1n the development of operating
costs for the SARR  Specitically, the operating statisties are used to determine the equipment and
personnel requirements for the SARR  These requirements are then combined with operating
expensc unit costs 1o calculate the SARR operating expenses  Operating expenses include costs for
locomotives. fuel, rail cars. train crew personnel. non-train crew operating personnel. general and

admimistiative personnel, maintenance ol way. loss and damage. insurance and ad valorem taxes



It 15 also necessary to develop the estimated road property investment costs for the SARR  Ths
consists of the costs for land. roadbed preparation, trach construction, tunnels. bridges. signals and
communications, buildings and facilities, public improvements (including highway crossings).

mobilization. engineering and contingencies

The operating expenses and road property invesiment costs are then combined wath traffic and
revenue data. cost of capital, tax rates and indexes 1n a ten (103 vear discounted cash flow ("DCF™)
modcl to determine the relationship of the SARR costs to the SARR revenues  If stand-alone
revenues exceed stand-alone costs. the dilference must be allocated to the SARR traffic group In
Major Issues, the STB provided a new methodology lor allocating the overcharges to the SARR
traflic. and determiming the maximum rate of the i1ssue taffic. called the Maximum Markup
Methodology (*“MMM™)  [his methodology 1s more complen than the previous “percent
reductionmethodology and requires considerably more analysis  he applicauon of the MMM

provides the maximum rate for the ssue traffic that is then used to caleulate reparations

From a Complunant’s perspective, there are two rounds of evidence n a stand-alone
presentation. 1 ¢ , opeming (including discovery) and rebuttal  In the opening phase. the Complamant
presents 1ts case based largely on the information provided by the railroad in discovery  In the
rchuttal phase. the Complamant responds te the railroad’s reply filmg which crnitiques the

Complainant’s opening filing and presents the rlroad’s evidence

It takes many experts o prepare a full stand-alone cost presentation including those with

expertise 1n the lields ol economics, data ervalvauvon. rallroad design. rallroad operations.



maintenance of way. mformation technology. ralroad construction. signals and communications.

bridges and buildings and facilities

Based on my experience. | estimate that it would cost aver $5 5 mullion to prepare a full stand-
alone cost presentation for one of DuPont’s chlorme moyements, 1 ¢ . from Niagra Falls, NY to New
Johnsonville, TN  This estimated value assumes that legal fees are 75 percent ol the total consulting

fees 4

I estimate that it would cost an additional $3 4 mullion (including estimated legal fees) to
develop a full stand-alone cost presentation for the movement from Natrium, WV 1o New
Johnsonwville. TN This 1s less than the 85 5 nullion estimate for the imtial stand-alone presentation
to 1ellect the partial common route? and the use ot analyses developed n the imial stand-alone

analysis

[ estimate that 1t would cost an addiional $4 7 million (including estimated legal fees) to
develop a full stand-alone cost presentation for the movement from Niagra 1 alls. NY te Cameys
Point. NJ - This amount reflects the use ol analyses deseloped in the imtial stand-alone presentation

even though there are no common route segments

1 Imustalso note that these are only external consultant and legal fees, and do not include the internal company cost

y 10 the shipper to bring a maximum rate ¢ase

& The two movements destined to New Johnsonville, TN lollow the same route from Cincinnati, O11 to New
Johnsonville TN



In total. [ esumate that it would cost DuPont over $13 6 million i external consullant and legal
fees to present full stand-alone cost presentations for the three chlorine movements at 1ssue  The

detals ot my estimates are contained in Exhibit_{ 'DC-2)
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1V. ESTIMATED COST TO PREPARE
VARIABLE COST EVIDENCE

DuPont will be required to present variable cost evidence as part ot 1ts case  1n Major Issues.

the STB revised the variable cost procedures for rate complaints  Rather than developing variable

costs for the 1ssuc movement using movement-specilic cost adjustments, the STB decided that

vanable costs must be calculated using the STB's Umform Ratlroad Costing System ("URCS™)

Phase 111 cost program without adjustments  The STB's Phase 11 cos program requires the

following mine inputs to calculate unadjusted vanable costs

[ )

[¥3]

LA

9

Railroad.

Loaded mules tncluding loop track miles).

Shipment type (local. onginated delivered, bridge or recerved ternunated).
Number of freight cars per shipment.

Tons per car.

Commoduty (for loss and damage only).

Type of movement (single car. multiple cars or unit train).

Car ownership (railroad or private), and

Tvpe of car

The railroad for the 1ssue movement 1s the raroad. or railroads. involved in moving the

shipment from ongin to destination ¥ The loaded mules can be obtamned from several sources

2 Each railroad 1s costed separately 1n the Phase 111 cost program
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including railroad traffic tapes, railroad trach charts. railroad timetables or commercially available
mileage programs The shipment type 1s determined based on where the railroad receives the
shipment (origin or interchange) and where the railroad forwards the shipment (interchange or
destination) ‘The number of freight cars per shipment and tons per car can be obtained from scveral
sources including 1autread traffic tapes and wavhills  The commodity at 1ssue 1s based on the
Standard I'ransportation Commodity Code (*STCC™) assigned to the commodity being moved as
contamed 1n the rallread traffic tapes and on the wayb:ll for the movement  The ty pe of movement
15 determined based on the number of cars in the shipment that are 1ecorded on a single waybill*
which can be obtained from either railroad traiTic data or the rallroad waybill for cach movement
The car owner dentification can be provided by the shipper of the 1ssue movement. 1e. the
movement 18 1n erther shipper-supphied or railroad-provided rail cars  The type of car can be
identified using the AAR car type inlormation routinely mantained in the railroad’s traffic data or
by identifving the car imtial and number from railroad traffic data or waybiils and looking 1t up 1n
the Official Ratlway Lquipment Register which contans car identilication information for both

ratlroad and private cars

Ongce all the inputs for the movement have been identified, they are input into the URCS Phase
I11 cost program and applied to the railroad™s URCS umt costs to obtan the vanable cost tor the

movement

i I'he Phase L1 cost program classities shipments of | to 5 cais as a single car shipmenl, 6 1049 cars as a muluple
car shipment. and 50 cars or greater as a unit train shipment



Several steps are involved with the variable cost presentation ina rate complaint casc before the
STB  First. 1t 1s necessary lor the Complamnant to obtain discovery from the defendant railroad
regarding the data for the Phasc 11 cost program inputs  'he neat step 1s to veniv that LRCS unnt
costs for the involved raslroad and the 1ssue vear are correctly calculated  Then variable costs for the
Issue movement(s) are developed and opening testimony 1s prepared  As current STB procedures
require both parties Lo submit opening evidence on variable costs. there are three rounds ol'evidence
opcning,. reply and rebuttal - After both parties file opeming evidence. each critiques the other party’s
filing m the1eply phase  [n the rebuttal phase, each party rebuts the critieisms presented by the other
party n the reply phase At a minimum, 1t 1s necessary to present variable cost evidence in both the

opening and rebuttal phases

In addition, the Complainant must demoenstrate that the defendant railroad has both intramodal
and intermodal marthet dominance over the movement at 1ssue  For intramodal competition. the
Complainant must determine what railroad service options are available lor the 1ssue movement such
as another ratlroad serving the onigin or in close proximity and whether another railioad 1s a viable

service option

Complainant must also demonstrate that the defendant ralroud has intermodal market
domiance by showing that handling the movement at 1ssue hy another transpertation mode, such

as MOotor carricr. 1s 1mpracucul

Based on my expernience, 1 estimate that it will cost approximately $127.400 to prepare and

present vanable cost and qualitative market domimance evidence for one of the DuPont chlorine



movements at issue, 1€ . from Niagra Falls. NY to New Johnsonville. TN This esumated value

assumes that legal fees are 75 percent of the total consulting fees ¥

[ esumate that it would cost an additonal $73.200 (including estimated legal fees) to prepare
and present vanable cost and qualitative market dominance evidence for each additional movement
at issue  The cost for additional movements 1s lower than the cost for the imitial movement as n

reflects the use of data gathered and analyses conducted for the imitial movement

In total, 1 estimate that it would cost approximately $274.000 to prepare and present varable

cost and qualitative market dominance evidence for the three movements at 1ssue

My esumates are based on the assumption that the delendant railroad does not include any
variable cost adjustments 1n 1ts evidence that would need 1o be responded to but rather follows the
LRCS Phase [l methodology adopted by the 1B in Major Isswes  [he detasls ol'my cost estimates

are contained 1n Exhibi_(TDC-3)

2 I mustalso note that these are only external consultant and legal fecs, and do not include the imternal company cost
to the shipper to biing a maximum rate case



lable 2 below shows the nine mputs needed lor the Phase 111 cost program for cach movement
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V. VARIABLE COSTS

FOR THE ISSUE MOVEMENTS

based on data provided by DuPont and publically avalable data

[ 2

Item

th

Railroad

[ovaded Miles

) Shipment Lype

5 Tons Per Car

Cammudity -digie STCC)
7 I vpe of Movement
R Car Ownership

Iype ot Car

Numbur ol Froght Caes Per Shipment

Labie 2

Nragra L alls -
New Johnsomaile
(M]

sy
XK0 7
Onginated & erminated
|
an
281
Singlhe Car
Private

lank < 22 (K0 gallons

SIB's URCS Phase 111 Cost ) ogram [nputs

Natum -
New Juhnsonville
(R}

LSXT
112K
Ouginaed & 1erminated
|
90
251
Smgle Car
Privan

lank < 22 000 gallons

Niazra | alls -
Larney Pant
4

LSAT
SRR 3
Ornunated & Larmmaied
|
)
281
Smghe Car
Private

lank < 22t gallons

These nine 1tems were iput into the Phase 11 cost program lor each movement and apphied to
the CSX 1 2005 URCS umt costs  Table 3 below shows the base vear 2005 vanable costs, the 3Q07
indexed variable costs. ® the 3Q07 rates (including fuel surcharge) and the R/VC ratios lor the 1ssuc

movements

£ see | albit_( 1DC-4)
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Lable 3
STR's URCS Phase 111 Cost Propram Varnuble Costs Per Car and RN € Raho

Niagra | alls - Natrium - Niagra I alls -
Lieim New Johpsonville  New Juhnsonville  Carnevs Point
40 (N K}) i
] 2005\ artable Cost Per Car 1/ %2 079 §S S1 77w 15 $1.522 2%
2 3007 Varable Cont Per Car 1 217012 $1 856 38 $1 588 0
3 QU7 Rate per LCar
tIncludimg | uel Surcharge) 2/ 91717 $5993 75 %4 896 66
4 R/VC Ratio 3/ 423% 123% 0R°%

Exhibu_ 1DC-)
RBuase rate pros uded by DuPont plos S Tuls 2007 tuel surchange
Tme3—1Tme

1w f1a 1
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V1. ESTIMATED MAXIMLM

VALUE OF DUPONT'S CASE
I developed the estimated maximum value of the case ("MVC™) based on the procedures
specilied 1n the STB s July 28, 2006 decision in 1:x Parte No 646 (Sub-No 1) Simplified Standurds

for Rad Rate Cases (*Simphified Standards™  Page | of Fxhibit_(TDC-5) shows the formula

proposed in Simplified Standards

lhe S1B's decision in Simplified Standards did not specify whether the discount rate should
be the alter-tax cost of capital [or the railroad industry of 12 2% 2 or the pre-tax cost of capital of
17 9% (usecd in the Phase Il vanable cost program) Therefore. | have caleulated the MVC using

both discount factors  Also. | have estimated the MVC of the case on two different bases and the

results of my analvses are summarized below

A MVC Based on Jurisdictsional | hreshold
B MVC Based on the Minimum Supulated R/VC Ratio of 260%
A. MVC BASED ON
JURISDICTIONAL THRESHOLD
DuPont has estimated the number of carloads that 1t will move annually for each ol the

movements at 1ssue over a five (5) vear period that begins on June 16. 2007 When the current

1 See SI'B Fx Parte No 558 (Sub-No W Radrowd Cost of € apitad - 20015 served Seplember 20, 2006
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rale per carload and the junisdictional rate per carload are used to estumate the maximum value of the

case. the resulting MVC amounts a1e shown in Table 4 below £

lahle §
Estimated Maximum Value of the € ase Based
on_Lhe Current and Junisdictinnal Rates Per Car

Estmated Masimum Value of the Case {Milhions)

12 294 Atter - lax 179 Pre - lan
Muvement Lot ot Capital Cond ol Capital
th 2) 3
1 Nt L alls, NY = New Tohnsonville BN S0 79 St nY
2 Natrnm WV - New Johnwnville |N 79 St Ay
i Niagra L ulls NY - Carney s 'oinl. N1 5240 20y
4 Combined $3ug 8147

Sourve  Palbar_{(TDC-5)

As shown above. the estimated MVC for the 1ssue movements range from $0 69 milhion to
$2 40 mullion per movement and from $3 47 mullion to $3 98 mullion n total depending upon the

discount factor applied when the junsdictional rate 1s utihzed

¥ gee Pxhibit_(1DC-5)



-1 8-

B. MVC BASED ON THE

VINIMUM STIPULATED

R/VC RATIO OF 260%

DuPont has stipulated that 1t will not request a prescribed rate for the 1ssue movements below
260% of variable costs using the S1R’s UURCS Phase lil program  Using the same number of
carloads per year for each 1ssue movement for each of the next five years. I calculated the MVC

using the current rate per carload and the stpulated minimum prescribed rate ol 260% of variable

costs The results are shown in able 5 below ¥

lahle 5
kstimated Viaximum Vv alue of the € ase Based

on DuPont's Minimum Stipulated Rates Per Car

| stimated Maximum b alue of the Case (Millions)

{2 2% Alwer - lax 17 9% Pre- lan
Movement Cost ol ¢ apual Cost ot Capital
th (3| {3
I Niagra Falls NY - New Johnsonville IN S0 51 040
2 Natrium WV = New Johnsonville 1N $0 33 $0 30
3 Niagra Falls NY - Cameys Pone. N S0 S0 79
4 Combmed $1 78 %155

Source 1 aduba (1DC-A)

2 See Extibu__(11C-6)
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As shown aboy c. the estumated MVC for the 1ssue moy ements range between S0 30 million and
$0 90 nullion per movement and from $1 35 mullion to $1 78 million i total when the minimum

stipulated R/VC raue 1s used



VERIFICATION

COMMONWEALTH OF VIRGINIA )
)
CITY OF ALEXANDRIA )

I, THOMAS D CROWLEY, verify under penalty of perjury that 1 have read the foregoing
Verified Statement of Thomas D Crowley, that | know the contents thercof, and that the same

are true and correct Further, I certify that [ am qualified and authorized to file this statement

" Ybont) Gl

[
Thomas D Crowley /

Sworn to and subscribed
before me this day of August 21, 2007

AU G a—

Anthony V Evanshaw LI
Notary Public for the State of Virginia

My Commission expircs: September 30, 2007



Exhibit_(TDC-1)
Page 1 of §

STATEMENT OF QUALIFICATIONS

My name 1s Thomas D. Crowley | am an economist and President of the economic
consulung firm of L. E Peabody & Associates, Inc  The firm's offices are located at 1501 Duke
Street, Suite 200, Alexandria, Virginia 22314, 5901 N. Cicero Avenue, Suite 504, Chicago,

Iilinois 60646 and 10445 N Oracle Road, Suite 151, Tucson, Arizona 85737

I am a graduate of the University of Maine from which I obtained a Bachelor of Science
degree 1n Economics [ have also taken graduate courses in transportation at George Washington
University in Washington, D.C | spent three years 1n the Umited States Army and since February

1971 have been employed by L E Peabody & Associates, Inc.

I am a member of the American Economic Association, the Transportation Research Forum,

and the American Raillway Engineering and Maintenance-of-Way Association.

The firmof L E Peabody & Associates, Inc specializes in solving economic, marketing and
transportation problems. As an economic consultant, 1 have organized and directed economic
studies and prepared reports for railroads, freight forwarders and other carriers, for shippers, for
assoclations and for state governments and other public bodies dealing with transportation and
related economic problems. Examples of studies 1 have participated in include organizing and
directing traffic, operational and cost analyses 1n connection with multiple car movements, unit
train operations for coal and other commodities, freight forwarder facilities, TOFC/COFC rail
facilities, divisions of through rail rates, operating commuter passenger service, and other studies
dealing with markets and the transportation by different modes of various commodities from both

eastern and western origins to various destinations in the United States The nature of these



Exhibit_(TDC-1)
Page 2 of 5

STATEMENT OF QUALIFICATIONS

studies enabled me to become familiar with the operating practices and accounting procedures

utilized by railroads in the normal course of busincss

Additionally, I have inspected and studied both railroad terminal and line-haul facilities used
in handling various commodities, and in particular unit train coal movements from the Powder
River Basin to various utility destinations 1n the midwestern and western portions of the United
States and from the Eastern Coal Fields to various destinations in the Mid-Atlantic, northeastern
and southeastern portions of the United States Thesc operational reviews and studics were used
as a basis for the determination of the traffic and operating characteristics for specific movements

of coal and numerous other commeodities handled by rail

I have frequently been called upon to develop and coordinate economic and operational
studies relative to the acquisition of coal and the rail transportation of coal on behalf of electric
uttlity compames. My responsibilities in these undertakings included the analyses of rail routes,
rail operations and an assessment of the relative efficiency and costs of ratlroad operations over
those routes [ have also analyzed and made recommendations regarding the acquisition ot railcars
according to the specific needs of various coal shippers The results of these analyses have been
employed 1n order to assist shippers in the development and negotiation of rail transportation

confracts which optimize operational efficiency and cost cffectiveness.

Moreover, | have developed numerous variable cost calculations utilizing the various formulas
cmployed by the Interstate Commerce Commission (“ICC™) and the Surface Transportation Board

(“STB") for the development of variable costs for common carriers, with particular emphasis on



Exhibit_(TDC-1)
Page 3 of §

STATEMENT OF QUALIFICATIONS

the basis and use of Raill Form A and its replacement costing formula the Uniform Railroad
Cosung System (“URCS™). | have utilized Rail Form A/URCS costing principles since the

beginning of my career with L E Peabody & Associates Inc. in 1971.

I have frequently presented both oral and written testimony before the ICC, STB, Federal
Energy Regulatory Commission, Railroad Accounting Principles Board, Postal Rate Commission
and numerous state regulatory commissions, federal courts and state courts This testimony was
generally related to the development of variable cost of service calculations, rail traffic and
operating patterns, fuel supply economics, contract interpretations, economic principles
concerning the maximum level of rates, implementation of maximum rate principles, and
calculation of reparations or damages. icluding interest. 1 presented testimony before the
Congress of the United States, Committee on Transportation and Infrastructure on the status of
rall competition 1n the western United States. | have also presented testimony in a number of
court and arbitration proceedings concerning the level of rates, rate adjustment procedures, rail

operating procedures and other economic components of specific contracts.

Since the implementation of the Staggers Rail Act of 1980, which clarified that rail carriers
could enter into transportation contracts with shippers, | have been actively involved 1n negotiating
transportation contracts on behalf of coal shippers. Specifically, I have advised utilities
concerning coal transportation rates based on market conditions and carrier competition,
movement specific service commitments, specific cost-based rate adjustment provisions, contract

reopeners that recognize changes in productivity and cost-based ancillary charges.
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STATEMENT OF QUALIFICATION

[ have been actively engaged 1n negotiating coal supply contracts for various users throughout
the United States. In addition, [ have analyzed the economic impact of buying out, brokering,
and modifying existing coal supply agreements My coal supply assighments have encompassed
analyzing alternative coals (o determine the impact on the delivered price of operating and

maintenance costs, unloading costs, shrinkage factor and by-product savings

I have developed different economic analyses for over sixty (60) electric utility companies
located n all parts of the United States, and for major associations, including American Paper
Institute, American Petroleum Institute, Chemical Manufacturers Association, Coal Exporters
Association, Edison Electric Institute, Mail Order Association of America, National Coal
Association, National Industrial Transportation League, North America Freight Car Association,
the Feruhizer Institute and Western Coal Traffic League. In addition, 1 have assisted numecrous
government agencies, major industries and major raifroad companies in solving various economic
problems,

In the two Western rail mergers that resulted in the creation of BNSF Railway Company and
Union Pacific Railroad Company and in the acquisition of Conrail by Norfolk Southern Railroad
Company and CSXT, | reviewed the railroads’ applications including their supporting traffic, cost and
operating data and provided detalled evidence supporting requests for conditions designed to maintain
the competitive rail environment that existed before the proposed mergers and acquisition In these
proceedings, | represented shipper mterests, including plastic, chemical, coal, paper and stecl

shippers
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STATEMENT OF QUALIFICATIONS

I have participated in various proceedings mvolved with the division of through rail rates
For example, | partcipated in ICC Docket No. 35585, Akron, Canton & Youngstown Railroad
Company, et al v _Aberdeen and Rockfish Railroad Company. et al. which was a complaint filed
by the northern and midwestern rail lines to change the primary north-south divisions | was
personally involved n all traffic, operating and cost aspects of this proceeding on behalf of the
northern and midwestern rail lines | was the lead witness on behalf of the Long Island Rail Road

in ICC Docket No 36874, tce of Intent to File Division int by the Long Island Rqil

Road Company

As a result of my extensive economic consulting practice since 1971 and my participating n
maxtmum-rate, rail merger, and rule-making proceedings before various government and private
governing bodies. [ have become thoroughly familiar with the operations, practices and costs of

the rail carriers that move coal over the major coal routes in the United States
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Railroad
Ongm
Destination

I oaded Miles
Shipment Tvpe

Car lvpe

Car Owner
Commndity
Shipment [ons
Movement Type

Cost lem

tn

Ciross Ton-male

Locomolive umit-mile

Carload Clencal

Crew Wage

Tramn-nule other

SEM - O&T. Interchange. 1&1
Private Car Rental

I oss & Dumage

I otal

17 CSX [ index from annual 2005 to QU7 -

3007 Vanuable Costs for DuPont's TIH Movements on CSXT
CsX1
Niagura [alls, NY
New Johnsonwville, IN
8807
oT
Tank < 22000 gallons
Private
281 - Industnal Chemicals
a9
Smgle Car
2005 Phase 11
Make- L otal incl
OPR DRL ROL lotal Whole mahe-w hole
@) g} (1) (5) (6) M
SI58 86 89707 $294 37 $750 3] $750 31
$31197 $3797 $57 03 SH6 97 10697
$25 56 $25 56 $925 $34 81
$268 86 5268 86 $268 86
$25 2y S 28 $0 44 $26 102 2602
SISl 74 S1498 $56 29 $253 01 21779 £490 80
s101 13 sinl 13 S101 13
$0 96 Su 96 S0 96
$1.83281 $24704 S2.079 RS
1 04340

Exhitnt_ ¢ 1DC-4)
Page 1 of' 3

Indexed 10

30071
%)

$782 87
$424 603
san 2
280 53
$2715
£512 10
£10552
s100

$2.17012



Railroad
Ongin
Destinauon
Loaded Miles
Shipment ['vpe

Car lvpe

Car Owner
Coammodity
Shipment lons
Movement Tvpe

Cost ltem
{n

Gross | on-mile

Locomotive unit-mile
Carload Cleneal

Crew Wage

| ramn-muile other

SEM - O& . Interchange, [&]
Private Car Renfal

T.oss & Damage

l'otal

3007 Vanable Costs for DuPunt's TIH Mavements on CSXT

CsX1
Natnum, WV
New Johnsonville, |N
T22 8
Ol
lank < 22,000 gallons
Private
281 - Industnal Chemicals
90
Single Car
2005 Phase III
Make- Total mel
QPR DRI RO Totlal Whole make-whole
2) 3 4 (&) (6) ¥}
$294 50 $79 66 $241 58 $61575 $61575
825712 5131 W 4700 £33 42 $33542
$£25 56 £25 56 $9 25 $34 81
82234y $223 49 $223 49
$21 03 son sn 37 $21 63 £21 67
Slev 22 $1395 $5242 $23559 $228 53 5464 12
£33 00 $83UN SR 0
$0 96 S0 96 S0 96
$1.541 38 $237 78 S1.7 15
1 04340

1 CSXT mdex trom annual 2005 1o 3QU7 -

Exhibat_(TDC)
Page 2 of 3

Indexed to
3007 I/
(8}

S642 47
S.1997
$36 12
$2331v
§22 57
$4R4 26
S8 001
s1u0

$1.850 38



Railroad
Ongin
Destmatinn
Loaded Miles
Shipment I'vpe

Car Tvpe

Car (ywner
Commodity
Shipmenlt Tons
Movement Tyvpe

Cosl [tem
(1Y

Giross Ton-mile

Lacomouve umt-mile

Carload Clencal

Crew Wage

1 rain-mile other

SEM - O& 1. Interchange. 1&1
Pnivate Car Rental

Loss & Damage

[olai

3007 Vanable Custs for DuPont's TIH Movements on CSXT

CSXT

Niagara Falls, NY
Camess Point NJ
588 3

ol

lank < 22,000 gallons
Private

281 - Industnal Chemicals
90

Smyle Car

1 CSX T index [rom annual 20035 to 3Q07 -

2005 Phase Ul
Make- Lowl inel

OPR DRL ROL Jotl Whole make-whole

()} ()] “h 5 ()] N
$239 51 S6d 79 $196 47 $500 77 £500 77
$§21025 £25 59 $3k 43 $374 28 $274 28
$25 56 $£3536 $9 25 $34 81
SIR4 73 SIR4 73 SIR473
$17138 S0 19 0131 S1788 SI78R
S158 52 s1307 £49 10 $220 70 $220 62 441 31
$67 50 $67 50 $67 50
$0 96 $094 S0 96
$1.292 36 $229 86 S1.522 24

104340

T xtbnt_(11)C-4)
Page 3ol3

Indexed to

QN1
(%)

$522 51
S286 18
83632
S1v274
$1865
L6047
L7043
s100

$1.588 30



Exhibit_(TDC-5)
Page 1 of 7

Surface Transportation Board's Maximum Value of the Case Equation

The Surface Transportation Board’s (“STB") proposed ehgibility standard for Rate Casc Disputes
can be expressed mathematically using the following equation

4
MVC = Z {{[P,-(VC,x180%)x T,} — (1 t r)}
=0
Where
a MVC = The Maximum Value of the Case
b ! = Year
c P, = Challenged Rate in Year s
d V€, = The STB's Phase LIl URCS vanable cost of the 1ssue movement in
Year s
[ T, = Issue traffic volume in Year ¢
f r = STB's Most Recent Railroad Industry After-Tax Cost of Capital



Iixhibit_(TDC-5)

Page 2 ol 7
Calculation of the Maximum Value of the Case Based on the
July 2007 Rate Per Carload and the STB's 2005 After-Tax Cost of Capital
{Based on Jurisdictional Rate per Carload)
Ongin Niagra Falls, NY
Destination New Johnsenwlle, TN
SICC 2R12R15
Total Total
July 2007 3Q07 Jurisdictional Annual Annual
Rate Per Variable Cost Rate Per Overpayment Annual Overpayment  Overpayment
Year Carload I/ Per Carload 2/ Carload 3/ Per Carload 4/ Carloads & (Nommnal$) 6/ (Real 8) U/
(H (¥A] &) (L)) )] 16 N (8
1 1 $9.173 17 $2,170 12 $3.906 22 $5.266 U5 42 221212 $197.159
2 2 9173 17 217012 3.906 22 5,266 95 42 221.212 175,721
3 k! Y173 17 2,170 12 2,906 22 5,266 Y§ 42 221.212 156,614
4 4 9.173 17 2,170 12 3,906 22 5,266 95 42 221.212 139,585
5 5 9,173 17 2,170 12 31,906 22 5.266 95 42 221.212 124.4U7
6 Maximum Valuc of the Casc 8/ $793 485

Y Rate 1 gxsumed to be constunt over the tive (5) vear analysis peried  Rate meludes tue] surchurge in effect for July 2007

2/ Exhbn_(11DC-1), page 1 of' 3 Vanable cost 15 assumed to be constant over the five (5) year analysis peniod

3/ Column (31 x 1R0%

4/ Calumn (2) - Column (4)

S/ Annual Volume 15 assumed to he constant over the five (5) year analvsis penod

6/ Column (5) x Column (6)

2/ {Column () +|(1 + 12 2% Column (D]} The 12 2% s the 2005 Raitroad Industry Aler-1ax Average Cost of Capital
us detenmined by the STB in Ex Parte No 558 (Sub-No 9), Railroad Cost of Capital - 2005, served Sepwember 20, 2006

8/ Sum of Column (R), Lines 1 o §




Exhubun_(1DC-5)
Page 3 of 7

Calculation of the Maximum Value of the Case Based on the

July 2007 Rate Per Carload and the STB's 2005 Pre-Tax Cost of Capital
(Based on Jurisdictional Rate per Carload)

Orngin Niagra [alls, NY
PDestmation New Johnsonwille, I'N
STCC 2812815

Total Total
July 2007 3Q07 Jurisdictional Annual Annual
Rate Per Varable Cost Rate Per Overpayment Annual Overpayment  Overpayment
Yecar Carload I/ PerCarload 2/ Carload 3/ PerCarload &/ Carloads §/ (Nomunal$} 6/ cal $) 7/
(h 2 %)} ) {5 (" (N %)
| ] $9.172 17 $2,170 12 $3,906 22 $5,266 95 42 §221.212 $187,627
22 92173 17 2,170 12 3,906 22 5,266 95 42 221212 159,141
i 3 9.173 17 2,170 12 3,906 22 5.266 95 42 221.212 134,979
4 4 2173 17 2,170 12 3.906 22 5.2G0 95 42 221.212 114.486
5 5 9173 17 2,170 12 3906 22 5,266 95 42 221,212 97.105
f Maximum Valuc of the Case 8/ $693.338

1/ Rate 18 assumed to he constant over the five (5) year analysis peniod  Rate mcludes fuel surcharge i effect for Juls 2007

2/ Fxhbi_(11)C-4), puge 1 of 3 Vanable cost 1s assumed Lo be constant aver the [ive (5) year analysis period

3/ Colunm (3) x 180%

4/ Column (2) - Column (4)

&/ Annual Volume 13 assumed to be constant over the five (5) vear analy<1= period

6/ Column (5) x Column (/)

Y {Column (7} = [{1 + 17 9% )" Column (1}]} The 17 9% 1% the 2005 Railroad Industry Pre-Tax Average Cost of Capual
a8 determnined by using the 81B's after-1ax cost of cupatal ae deterimmed m Lx Parte No 538 (Sub-No %), Ratlroad Cost
ol Captal - 2003, served Neplember 203, 2006

8/ Sun of Column (R}, Lines | to 5




Ixhibnt (IDC-53

Page 1ot 7
Calculation of the Maximum Value of the Case Based on the
July 2007 Rate Per Carload and the STB's 2005 After-Tax Cost of Capital
{Based on Jurisdictional Rate per Carload)
Ongin Natrium, WV
Destination New Johnsonville, TN
STCC 2RI2K1E5
Total Total
July 2047 3Q07 Jurnadictional Annual Annual
Rate Per Vanabic Cost Rate Per Overpayment Annual Overpayment  Overpayment
Ycar Carload 1/ Per Carload 2/ Carlond 3/ PerCarload 4/ Carlouds 8% (Nominal $) 6/ (Real $) 7/
(13 ) (31 Y (5 %) i 1.1]
1 1 $3.993 75 $1.856 38 $1.341 48 $2,65227 1 $220,138 S196.201
2 2 5993 75 1,856 IR 3341 48 265227 83 220,138 17 1. R6K
1 3 399375 1,856 1R 334148 265227 R3 220.13R 155854
1 4 5,993 75 1.856 38 3,341 48 2652 27 LE] 220.13% 138,907
5 3 5993 75 [ 856 38 3341 48 2,652 27 L] 220,138 123803
6  Maximum Value of the Case 8/ $789.632

1/ Ruate 1~ assumed to be constant over the five (53 vear analvais penod  Rate meludes fuel surcharge in effeet for July 2007
2’ Exhubit_TDC-, page 2 of 3 Vunuble cost 1» assumed 1o he constant over the {ive (5) yeur analysis penod

3/ Column (3) x 1¥%

4/ Column (2) - Celumn ()

&/ Annual Volume s assumed to be conslant over the five (5) year analy<is period

6/ Column (5) x Column (6)
2/ {Colunm (71 +[(1+ 12 2%} Column (13} The 12 2% 1» the 2005 Railroad Industry Afler-Tux Average Cast of Capital

as determined by the STH 1n Tix Parte No 558 (Sub-No 9), Ratlroud Cost of Capital - 20605, served Sepiember 20 2006
8 Sum ol Column (X). Lanes 1 103



Mxhibn_(TDC-5)

Page 5017
Calculation of the Maximum Value of the Case Based on the
July 2007 Rate Per Carioad and the STB's 2005 Pre-Tax Cost of Capital
{Based on Jurisdictional Rate per Carload)
Ongin Natnum, WV
Desunation New Johnsonwville, I'N
STCC 2R12R15
Total Total
July 2007 3Qu7 Jurisdictional Annual Annual
Rate Per Varble Cost Ratc Per Orerpayment Annual Overpayment  Overpayment
Year Carload 1/ Per Carload 2/ Carload 3/ Per Carload 4/ Carlonds §/ (Nominal 8} 6/ (Real §) 7/
n (93] M )] 5 (6) n ®
1 1 $599375 $1,856 3% $3.341 48 $2,652 27 83 $220,13R8 SI186.716
2 2 5993 75 1856 3R 3,341 48 265127 83 220,138 I5R,36R
3 3 5,993 75 1.856 38 1341 48 2,652 27 81 220,13R 134,324
4 4 599375 1,856 38 31341 4R 265227 R3 220,138 113,930
5 5 599375 1,856 38 3,34] 48 2,652 27 81 220,138 96,633
6 Maximum Value of the Case 8/ 5689972

1/ Rate1s assumed 1o be constant over the five (5) year analysis period  Rate includes fuel surcharge i efiect tor July 2007
2/ Fxhibut (TDC-4), page 2 0of 3 Vanable cost 15 assumed 1o be constant over the five (5) year analvsis peniod

3/ Column (1) x 180%
4/ Column (2} - Column {4)

§/ Annual Volume 13 assumed to he constant over the five (5) year unalysis penod

6/ Column (5) x Column {5)

I/ {Column (7) +|(1 + 17 9%)" Column (1]}

of Capital - 20035, served Seplember 20, 2106

8/ Sum of Column (8). Lines 1 to 5

The 17 9% 1s the 2005 Railroad Industry Pre-lax Average Cost o Capital
as determined by using the $18's afler-tax cost of capital a¢ determined in Ex Parte No 558 (Sub-No 91, Ruilruad Cost



Exhibat_(1DC-3)

Page 6ot 7
Calculation of the Maximum Value of the Case Based on the
July 2007 Rate Per Carload and the STB's 2005 After-Tax Cost of Capital
(Based on Jurisdictional Rate per Carload)
Ornigin Niagara | alls, NY
Destination Carneys Point, NJ
STCC 2812815
Total Total
July 2007 J3Qn7 Jurindictional Annual Annual
Ratc Per Varmuble Cost Rate Per Orcrpayment Annual Overpayment  Overpayment
Ycar Carload I/ Per Carload 2/ Carload 3/ PerCarload &/ Carloads §/ {Nominal 8} 6/ cal $) 7/
) 2 3 ) {5) (3] N ()]
1 1 $4.896 066 $1,58% 30 $2.858 94 $2.03772 328 $66R 372 $595. 607
2 2 4,896 66 1,588 30 2858 v4 2013772 128 66X.372 530,924
3 3 4 896 066 1,588 30 2858 w4 2m772 328 GGR,372 473,195
4 4 4 896 66 1,588 30 2R58 94 203772 28 66RAT72 421,742
5 5 4 RY6 66 1,588 30 2,858 94 203772 128 66X 372 375 884
i Maximum Value of the Case 8/ $2.397. 442

1/ Rute 1s assumed to be constant over the five (5) vear analvsis period  Rate includes fuel surcharge in effeet for July 2007

2/ Lxhibi_(1DC-4), page 3 o' 3 Vanable cost 1s assumed (o be constant over the five (5) vear analysis penod

3/ Column (3) x 180%

4/ Column (2) - Column (4)

&/ Annuul Volume 1s assumed to be constant over the five (5) veur analy<is period

6/ Column (5) x Column (6)

7/ {Column (7) +[(1 + 12 2%)* Column (1}|} The 12 2% 1s the 2005 Railroad Industry Afler-T'ux Average Cost of Capital
4= delermined by the S1B in |'x Parte No 358 (Sub-No ), Railroad Cost of Capmital - 2005, senved September 20, 2006

8/ Sum of Column (8), lanes 1 10 5



I xhbat_(11)C-5)

Page 70l 7
Calculation of the Maximum Value of the Case Based on the
July 2007 Rate Per Carload and the STB's 2005 Pre-Tax Cost of Capital
(Based on Jurisdictional Rate per Carload)
Ongin Niagara kalls, NY
Destination Cameys Point, NJ
STCC 2R12R1S
Total Total
July 2007 3Q07 Jurisdictional Annual Annual
Rate Per Varmble Cost Ratc Per Ovcrpayment Annual Overpayment  Overpayment
Year Carload 1/ Per Carload 2/ Carload 3/ Per Carload 4/ Carloads §/ (NommalS) 6/ {Real §) %
n (%) (k3] h &) Q)] {7) #®
1 1 $4.896 66 $1,588 30 $2 K58 94 $2.03772 328 $668.372 $560,898
2 2 4,896 66 1.58R 30 2.858 94 203772 128 668,172 JR0.R29
3 3 1,896 &6 1,588 30 2 RSR Y4 2T 328 6G6R,372 407 82K
4 4 4,896 66 1,588 30 1858 ¥4 203772 128 66RAT2 345910
5 5 4 891 66 1.58% 30 285894 203772 328 66R,372 293,343
6  Maximum Value of the Case 8/ $2,094 857

1/ Rate 15 assumed to be constunt over the five (3) year analvsis penod  Rate ncludes fuel surcharge in eflect tor July 2007
2/ fexhibit (10O, page 3 of 3 Vanable cost 1s ussumed 10 be constant over the five {3) year analysis penod

3/ Column (3} x 1R0%
4/ Column (2} - Column (4)

&/ Annual Volume 15 assumed 1o be constant over the five (53 year analysis perod

6/ Columnn (5} x Column (G)

I/ {Column (7) +[(1 + 17 9%)" Column ()]} The 17 9% 1s the 2005 Railroad Industry Pre-Tax Average Cost of Capial
us detertmined by using the 5 I3's after-tax cost of cupitul as determined wn Fx Parte No 558 (Sub-No 9), Railroad Cost
of Captal - 2005, served Scptember 20, 2006

8/ Sum of Column (8), Lines 110 5




Extubit_(TDC-6)

Page | of 6
Calculation of the Maximum Value of the Case Based on the
July 2007 Rate Per Carload and the STB's 2005 After-Tax Cost of Capital
{Based on Stipulated Minimum R/VC Ratio of 2 60)
Ongin Niagra Falls, NY
Destinaton New Johnsonville, TN
SICC 2812815
Total Total
July 2007 3Q07 Maxzimum Annual Annual
Rate Per Vanable Cost Rate Per Overpayment Annuul Ozverpayment  Overpayment
Yecar Carload 1/ Per Carload 2/ Carlond 3/ PcerCarload 4/ Carloads 5/ (Nominal 8) 6/ (Real 8) 7/
th 2 (k)] ) (5 (&) ) 4]
] 1 $9.173 17 $2.170 12 $5.642 31 $3.530 86 42 $14R8.296 $132,171
2 2 917317 217012 5642131 3,530 86 42 148,296 117800
3 3 Y173 17 2,170 12 5,642 31 1530806 42 148,296 104,991
4 4 9.173 17 217012 5642 31 3,330 86 42 148,296 93,575
5 5 917317 2170 12 5642 11 3,530 8 42 14R.296 R3 400
¢  Maximum Value of the Case 8/ §531.936

1/ Rate 15 assumed (o be constant over the five (5) vear analysis penod  Rate includes fuel surcharge in elfect for Julv 2007

2/ Fxhibit_(TDC-4), page | of 3 Vanable cost 15 assumed to be constant over the live {5) vear analvsis period

3/ Column (3) x 260%

4/ Column (2} - Columnn (4)

8/ Annual Volume s assumed to be constant over the five (5) year analysis period

6/ Colurnn (3) x Column (6)

2t {Column (N + [(I + 12 2%)" Column {1)]} The 12 2% 13 the 2005 Railroad Industry After-Tax Average Cost of Capital
as determmed by the STB in Lix Parte No 558 (Sub-Ne 9), Rauroad Cost of Catal - 2005, served September 20, 2006

8/ Sum ot Column (8), Lines 1 w0 §



Pxhabu_( 11DC-0)

Page 2 of' 63
Calculation of the Maximum Value of the Case Based on the
July 2007 Rate Per Carload and the STB's 2005 Pre-Tax Cost of Capital
(Based on Stipulated Minimum R/VC Ratio of 2 60)
Origin Niagra Falls, NY
Destination New Johnsonville, TN
SICC 2812815
Total Total
July 2007 3007 Maximum Annusl Annual
Ratc Per Varuble Cost Rate Per Orerpayment Annual Overpayment  Overpayment
Year Carload I/ Per Carload 2/ Carload 3/ Per Carload 4/ Carloads §/ (Nominal §) 6/ Real 8) 7/
1)) 2 (&)} 4 5 (6 (N ()]
1 l $9.173 17 2,170 12 $5.642 %1 $3.530 KA 42 $148.296 $125,7%1
2 2 ul173 17 2,170 12 5,642 31 150 %6 42 148 296 106,683
3 3 9173 17 2170 12 5642 31 33530 86 42 148,296 90487
4 4 9,173 17 217012 5,642 11 3530 86 42 148,296 76,749
5 5 173 17 217012 5.642 31 3,530 86 42 148 296 63097
Maximum Value of the Case 8/ $464,799

1/ Rate 13 assumed Lo be constant aver the five (5) year analvsis period  Rate includes tuel surcharge in effect for July 2007
2/ | xhibil_(T1C-3), page 1 of 3 Vanable eost 1s assumed 10 be constant over the five (5) vear analvsis period

3/ Column (3) x 260%
4/ Column (2} - Column (4)

5/ Annual Volume 15 assumed to be constant over the tive (5) year anulysis peniod

6/ Column (5) x Column (6)

2 {Column (7Y +|(1 + 17 9Y%)* Column ()]{ The 17 9% 15 the 2005 Railroad Industry Pre-Tax Average Cost of Uaptal
as determined by using the 3 18's after-tax cost of capital as determined in Ex Parte No 558 (Sub-No 9), Railroad Cou

of Capital - 2003, served Seplember 20, 2000
8/ Sum of Column (R), Lines 1 to 5



Iixhibnt_(TDC-6)

Page 3 of 6
Calculation of the Maximum Value of the Case Based on the
July 2007 Rate Per Carload and the STB's 2005 After-Tax Cost of Capital
(Based on Stipulated Minimum R/VC Ratio of 2.60)
Ongin Natnum, WV
Destnation New Johnsonville, TN
STCC 2R12R(S
Total Total
July 2047 3007 Maximum Annual Annual
Rate Per Variable Cost Rate Per Overpayment Annual Overpayment  Overpayment
Year Carload I/ Per Carload 2/ Carload 3/ PerCarlond 4/ Carloads S/ ominal 8) 6/ {Real §) %
(n {2) K} 14) {5) (6} M (¥)
1 1 $5.991 75 $1.856 3R $4.826 5y $1,16716 f1 $Y6.R74 $R6,341
2 2 599375 1.R56 38 4 824 59 1.167 16 83 96,874 76,953
L) 3 599175 1,856 18 4,826 39 1,167 16 !3 96 874 68 583
4 4 59u3 75 1.856 18 4 826 59 1167 16 R 96,874 61128
5 5 599375 1.856 38 4,826 59 1.167 16 ®3 Y6 874 54,181
& Maximum Value of the Case 8/ S347 487

1/ Rate 1» assumed to be constant over the five (5) year anahysis period  Rate includes fuel surcharge m eflect tor Julv 20017
2/ lxhubi_C1DC-4), page 2 of 3 Vanable cost 1s assurned to be constant over the five (5) year analysis penod

3/ Column (1) x 260%
4/ Column (2} - Column (4)

5/ Annual Volume 12 assumed to be constant over the five (5) year analysis period

6/ Column (5) x Column (6)

71 {Column (N + (1 + 12 2% Column {1)|} The 12 2% 15 the 2005 Rarlrond Industry Alter-1ax Average Cost of Capital
as determined by the 1B m | x Parie No 35K (Sub-No 9), Rmlread Cost of Capatal - 2005, served September 20, 2006

8/ Sum of Column (%), Lmes 110 5



I xhibat_(1DC-6)

Puge 4 of 6
Calculation of the Maximum Value of the Case Based on the
July 2007 Rate Per Carload and the STB's 2005 Pre-Tax Cost of Capital
{Based on Stipulated Minimum R/VC Ratie of 2 60)
Ongin Natrm, WV
Destinaton New Johnsonwlle, IN
S1CC 2812815
Total Total
July 2007 3Q07 Maximum Annual Annual
Rate Per Vanable Cost Rate Per Overpayment Annusl Overpayment  Overpayment
Year Carload I/ PerCarload 2/ Carload 3/ PerCarload &/ Carloads & (Nonunal$) 6/ cal $) 7/
n Q) (] t4) 15) Q)] h X
| | $5.991 75 $1.856138 $4.826 59 $1.167 16 83 $Ue.R74 $R2.167
2 2 599375 1.856 38 4,826 59 1.167 16 R3 96 R74 6Yv.692
3 3 599375 1,856 38 4,826 59 1LI6T 16 83 96,874 w111
4 4 599375 1,856 38 4,826 59 1LIAT 16 X3 96 874 50,136
5 5 599375 1.R56 38 4826 59 1.167 16 83 96,874 42,525
6  Maximum Value of the Case 8/ $303,630

1/ Rale 15 assumed to be constant wver the five (5) year analvsis pertod  Rate includes tuel surcharge in effect fer Julv 2007

2/ kxhibii_(11DC-4), page 2 of 3 Vanable cost 15 assurned to be constant over the five (5) vear analvsis period

3/ Column (3) x 260%

4/ Column (2) - Column (4)

5/ Annual Volume 1s assumed w be constant over the five (5) vear analysit period

6/ Column (5) x Column (&)

2/ $Column (7) +[(1 + 17 9%)* Column ()]}  The 17 9% 15 the 2005 Railroud Industry Pre-1ax Average Cost of Capital
us deteninined by using the S [13' atler-tax cost of capital us delermined 1n Bx Parte No 558 (Sub-No 93, Railroad Cosl
of Capntal - 2005, served September 20, 2006

8/ Sum of Column (®), Lines 1105



Exhibnt_(TDC-6)
Page 5 ol'6

Calculation of the Maximum Value of the Case Based on the

July 2007 Rate Per Carload and the STB's 2005 After-Tax Cost of Capital
{Bascd on Stipulated Minimum R/VC Ratio of 2 60)

Onigin Niagara 'alls, NY
Destnation Cameys Point, NJ
STCC 2812815

Total Total
July 2007 3Q07 Maximum Annual Annual
Rate Per Variable Cost Rate Per Ovcrpayment Annual Overpayment  Overpayment
Year Carload I/ PerCarload 2/ Carlond 3/ PerCarload 4/ Carloads § (Nommal §} 6/ Real $)
h 2) hH 4 5) (3] M ®)

1 1 $1.896 66 $1,588 30 §4,129 58 $767 0K 328 $251.602 $224,244

2 2 4,896 66 1,588 30 4,129 5% 767 08 328 251,602 199,861

1 3 4,896 66 1,588 30 4,129 58 767 08 328 251,602 178,130

4 ) 4 896 66 138K 30 4,129 5% 767 U8 128 251.6u2 158,761

5 5 4,896 006 1,588 30 4,129 58 767 OR 32X 151,602 141 498

6  Maximum Value of the Case 8/ $902 494

1/ Rate 13 assumed to be constant over the five (5) year analvsis peniod  Rate ineludes fuel surchurge m eftect for July 2007

2/ lixhihn_(TDC-4), page 3 of 3 Vanable cost 1s assumed 1o be constant aver the five (5) year analvsis period

3/ Column (3} x 260%

4/ Column (2) - Column (4)

§/ Annual Volume 1= sssumed to be constant aver the five (51 vear analysis period

6/ Column () x Column (5)

I/ {Column (7) + [(1 + 12 2%)" Column (1}]} The 12 2% 15 the 2005 Railroad Industry ARer-Tax Average Cost of Capital
as determined ty the STB 1in Cx Parte No 358 (Sub-No 9), Ralroad Cost ol Capital - 2005, served Seplember 20, 2006

8/ Sum ol Column (R), T e 110 5



l-xhubit_(T1XC 61

Page 6 ol 6
Calculation of the Maximum Value of the Case Based on the
July 2007 Rate Per Carload and the STB's 2005 Pre-Tax Cost of Capital
{Based on Stipulated Minimum R/VC Ratio of 2 60)
Ongin Niagara Falls, NY
Pesunation Cameys Poimt, NJ
STCC 2812K15
Total Total
July 2007 3Qu7 Maximum Annual Annual
Rate Per Variahle Cost Rate Per Overpayment Annual Overpayment  Overpayment
Year Carloud I/ Per Carload 2/ Carload 3/ PerCarload 4/ Carloads §/ (Nominal §) 6/ (Real §) 7/
) )] K))] ) &) (6) ) (®)
l | $4.896 66 $1,58% 30 $4.129 58 $767 08 328 $251,602 $213.4m
2 2 4,R96 66 1,588 30 4,129 58 767 U8 328 251,002 IR11K03
3 3 4 896 66 1,588 30 4,129 58 76708 328 251,602 153,523
4 4 4 RU6 66 1.58% 30 4,129 58 76708 328 251,602 130,214
5 5 4,896 66 1,58R 30 4,129 58 767 UR 2R 251,602 110445
¢ Maximum Value of the Case 8/ £788,589

1/ Rate 15 assumed to be constant over the tive (5) vear analysis penod  Rate includes fucl surcharge in effeet for lulv 2007
2/ Pxbubi_(TDC-4), page 3 of' 3 Vanable cost 15 assumed (o be constant over the five (5) vear analvsis penod

3/ Column (3) x 260%
4/ Column (2) - Column (4)

§/ Annual Volume 1s assumed to be constant over Lhe five (3) year analysis period

6/ Column (5) x Column (/)
7 {Column (7 + {11 + 17 9%)* Column (1))}

of Capital - 20035, served September 20, 2000
8/ Sum of Column (8),1 mes | to 5

Fhe 17 9% 13 the 2005 Rutlroad Industry Pre-1ux Average Cost ol Caprtal
as determined by using, the S IR's after-tax cost of capital as determined 1n Fx Parte No 558 (Sub-No 9), Railroad Cost



CERTIFICATE OF SERVICE

| hereby certify that on this 21st day of August, 2007, a copy of the foregoing Complaint

was served by overmight courter i accordance with 49 C F.R 1111 3 upon the following

Fllen M Fitzsimmons
General Counsel

CSX Transportation, Inc.
Law Department

500 Water Strect
Jacksonville, FL 32202

4w

Jeffrey O Moreno




