)13300

CONRAIL INC.

2000 Annual Report

CONRAIL

=



REPORT OF MANAGEMENT

The Stockholders
Conrail Inc.

Management is responsible for the preparation, integrity and
objectivity of the Company's financial statements. The financial
statements are prepared in conformity with generally accepted
accounting principles and include amounts based on management's best
estimates and judgment.

The Company maintains a system of internal accounting controls and
procedures, which is continually reviewed and supported by written
policies and guidelines and supplemented by internal audit services.
The, system provides reasonable assurance that assets are safeguarded
against loss from unauthorized use and that the books and records
reflect the transactions of the Company and are reliable for the
preparation of financial statements. The concept of reasonable
assurance recognizes that the cost of a system of internal accounting
controls should not exceed the benefits derived and also recognizes
that the evaluation of these factors necessarily requires estimates
and judgments by management.

The Company's financial statements are audited by its independent
accountants. Their audit is conducted in accordance with auditing
standards generally accepted in the United States and includes a study
and evaluation of the Company's system of internal accounting controls
to determine the nature, timing and extent of the auditing procedures
required for expressing an opinion on the Company's financial
statements.

The Company's Board of Directors, which is comprised of an equal
number of directors from Norfolk Southern Corporation (“NSC”) and CSX
Corporation (“CSX”), pursues its oversight responsibilities for the
financial statements and corporate conduct through periodic meetings
with and written reports from the Company's management.

O e

Timothy T. O'Toole
President and Chief
Executive Officer

/.

J A. McKelv
nior Vice President-
inance & Administration

January 23, 2001



INDEPENDENT AUDITORS' REPORT

The Stockholders and Board of Directors
Conrail Inc.:

We have audited the accompanying consolidated balance sheets of
Conrail Inc. and subsidiaries as of December 31, 2000 and 1999, and
the related consolidated statements of income, stockholders’ equity,
and cash flows for each of the years in the two-year period ended
December 31, 2000. These consolidated financial statements are the
responsibility of the Company’s management. Our responsibility is to
express an opinion on these consolidated financial statements based on
our audits. The consolidated financial statements of Conrail Inc. and
subsidiaries as of December 31, 1998, and the accompanying related
consolidated statements of income, stockholders’ equity and cash flows
for the year then ended were audited by other auditors whose report
thereon dated January 19, 1999, expressed an unqualified opinion on
those statements.

We conductea our audits in accordance with auditing standards
generally accepted in the United States of America. These standards
require that we plan and perform the audit to obtain reasonavle
assurance about whether the financial statements are free of material
nisstatement. An audit includes examining, on a test basis, evidence
supporting the amounts and disclosures in the financial statements.
An audit also includes assessing the accounting principles used and
significant estimates made by management, as well as evaluating the
overall financial statement presentation. We believe that our audits
provide a reasonable basis for our opinion.

In our opinion, the consolidated financial statements referred to
above present fairly, in all material respects, the financial position
of Conrail Inc. and subsidiaries as of December 31, 2000 and 1999, and
the results of their operations and their cash flows for each of the
years in the two-year period ended December 31, 2000, in conformity
with accounting principles generally accepted in the United States of
America.

KPme cip - :

Z AT Lt
KPMG LLP Ernst & Young LLZ {
Norfolk, Virginia Richmond, Virginia

January 23, 2001



CONRAIL INC.
CONSOLIDATED STATEMENTS OF INCOME

Years ended December 31,

($ In Millions) 2000 19995 1998
Revenues - NSC/CSX (Note 2) $ 886 $ 549 S -
Revenues - Third parties 99 1,625 3.863
Total operating revenues 985 2,174 3,863
Operating expenses (Note 3)
Compensation and benefits 195 645 1,489
Fuel 10 63 163
Material, services and rents 162 590 909
Depreciation and amortization 331 328 310
Casualties and insurance 33 228 230
Other 18 ——192 247
Total operating expenses 749 2,046 3,348
Income from operations 236 128 515
Interest expense (124) (150) (153)
Other income, net (Note 10) 155 67 72
Income before income taxes 267 45 434
Income taxes (Note 7) 97 19 167
Net income $ 170 s 26 S 267

See accompanying notes to the consolidated financial statements.



CONRAIL INC.
CONSOLIDATED BALANCE SHEETS

December 31,

($ In Millions) 2000 1999

ASSETS

Current assets
Cash and cash equivalents $ 50 $ 22
Accounts receivable 33 51
.Due from NSC/CSX (Note 2) 232 196
Notes receivable from NSC/CSX (Note 2) 91 216
Material and supplies 9 29
Deferred tax assets (Note 7) 96 149
Other current assets 9 -6
Total current assets 520 669
Property and equipment, net (Note 4) 6,996 7,143
Other assets 544 571
Total assets $8,060 58,383

LIABILITIES AND STOCKHOLDERS' EQUITY
Current liabilities

Current maturities of long-term debt (Note 6) 61 319
Accounts payable 68 59
Due to NSC/CSX (Note 2) 31 159
Wages and employee benefits 42 43
Casualty reserves 127 136
Accrued and other current liabilities (Note 5) 106 147
Total current liabilities 435 863
Long-term debt (Note 6) 1,229 1,302
Casualty reserves 189 311
Deferred income taxes (Note 7) 1,938 1,817
Other liabilities 287 — 271
Total liabilities 4,078 4,564

Commitments and contingencies (Note 11)
Stockholders®' equity (Notes 3 and 9)

Common stock ($1 par value; 100 shares
authorized, issued and outstanding) - -

Additional paid-in capital 2,222 2,229
Unearned ESOP compensation (20) (20)
Retained earnings 1,780 1,630

Total stockholders' equity 3,982 3,819

Total liabilities and stockholders' equity $8,060 S58.383

See accompanying notes to the consolidated financial statements.
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CONRAIL INC.
CONSOLIDATED STATEMENTS OF CASH FLOWS

Years ended December 31,
($ In Millions) 2000 1999 1998

Cash flows from operating activities
Net income $ 170 $ 26 $ 267
Adjustments to reconcile net income to
net cash provided by operating activities:
" Transition and acquisition-related

charges (Note 3) 368
Depreciation and amortization 331 328 310
Deferred income taxes 101 48 (30)
Gains from sales of property (70) (6) (21)
Pension credit (12) (45) (63)
Dividends from affiliated companies 55
Changes in:

Accounts receivable 18 529 33

Accounts and wages payable 8 (431) (33)

Due from NSC/CSX (36) (196)

Due to NSC/CSX (128) 159
Other (75) —(16) —{104)

Net cash provided by operating

activities 362 ~-396 727
Cash flows from investing activities
Property and equipment acquisitions (220) (176) (537)
Notes receivable from NSC/CSX 125 (216)
Proceeds from disposals of properties 86 6 19
Other (7) (14) (32)
Net cash provided by (used in) (16) —(400) —(550)

investing activities

Cash flows from financing activities

Payment of long-term debt (318) (112) (119)
Other {17)
Net cash used in financing
activities (318) —(112) —(136)
Increase (decrease) in cash and cash equivalents 28 (116) 41

Cash and cash equivalents
Beginning of year 22 138 97

End of year § 50 S22 S.138

See accompanying notes to the consolidated financial statements.



CONRAIL INC.
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

Summary of Significant Accounting Policies

Description of Business

Conrail Inc. ("Conrail") is a holding company whose principal
subsidiary is Consolidated Rail Corporation ("CRC"), the major freight
railroad in the Northeast. Norfolk Southern Corporation (“NSC”) and

CSX Corporation (“CSX”), the major railroads in the Southeast, jointly
control Conrail through their ownership interests in CRR Holdings LLC
(“CRR”) , whose primary subsidiary is Green Acquisition Corporation,
which owns Conrail. NSC and CSX have equity interests in CRR of 58%
and 42%, respectively, and voting interests of 50% each. From May 23,
1997, the date NSC and CSX completed their acquisition of Conrail
stock, until June 1, 1999, Conrail's operations continued
substantially unchanged while NSC and CSX awaited regulatory approvals
and prepared for the integration of their respective Conrail routes
and assets to be leased to their railroad subsidiaries, Norfolk
Southern Railway Company (“NSR”) and CSX Transportation, Inc. (“CSXT”).
The operations of CRC substantially changed beginning June 1, 1999,
when NSC and CSX began operating a portion of the Conrail properties
under operating agreements (the “Closing Date”) (Note 2).

Beginning June 1, 1999, Conrail's major sources of operating revenues
are operating fees and lease rentals from NSC and CSX. The
composition of CRC's operating expenses also reflects this change in
operations. As a result, Conrail's 1999 results reflect the freight
railroad operations of CRC through May 31, 1999, and reflect Conrail's
new structure and operations that commenced on the Closing Date (Note

2).

Principles of Consolidation

The consolidated financial statements include Conrail and majority-
owned subsidiaries. Investments in 20% to 50% owned companies are
accounted for by the equity method.

Cash Equivalents

Cash equivalents consist of commercial paper, certificates of deposit
"and other liquid securities purchased with a maturity of three months
or less, and are stated at cost which approximates market value.

Material and Supplies

Material and supplies consist of maintenance material valued at the
lower of cost or market.



CONRAIL INC.
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (Continued)

Property and Equipment

Property and equipment are recorded at cost. Additions to properties,
including those under lease, are capitalized. Maintenance expense is
recognized when repairs are performed. Depreciation is provided
using the composite straight-line method over estimated service lives.
In 2000, the overall depreciation rate averaged 3.0% for all roadway
and equipment. The cost (net of salvage) of depreciable property
retired or replaced in the ordinary course of business is charged to
accumulated depreciation and no gain or loss is recognized.

Asset Impairment

Long-lived assets are reviewed for impairment whenever events or
changes in circumstances indicate that the carrying amount of an asset
may not be recoverable. Expected future cash flows from the use and
disposition of long-lived assets are compared to the current carrying
amounts to determine the potential impairment loss.

Revenue Recognition

Revenue prior to June 1, 1999, was recognized proportionally as a
shipment moved on the Conrail system from origin to destination.
Beginning June 1, 1999, the Company's major sources of revenues are
from NSC and CSX, primarily in the form of rental revenues and
operating fees which are recognized when earned. Conrail continues to
have third party revenues, which are recognized when earned, related
to the operations of Indiana Harbor Belt Railroad Company, a 51% owned
terminal railroad subsidiary.

New Accounting Standards

There were no new accounting standards issued during 2000 which the
Company believes will have a material impact on its consolidated
financial position, results of operations or cash flows.

Use of Estimates

The preparation of financial statements in conformity with

generally accepted accounting principles requires management to

make estimates and assumptions that affect the reported amounts of
assets and liabilities and disclosure of contingent assets and
liabilities at the date of the financial statements and the reported
amounts of revenues and expenses during the reporting period. Actual
results could differ from those estimates.

Reclassifications

Certain prior year data have been reclassified to conform to the 2000
presentation.



CONRAIL INC.
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (Continued)

Related Parties Transactions

Background

On May 23, 1997, NSC and CSX completed their joint acquisition of
Conrail stock. On June 17, 1997, NSC and CSX executed an agreement
which generally outlines the methods of governing and operating Conrail
and its subsidiaries (“Transaction Agreement”). On July 23, 1998, the
Surface Transportation Board (“STB”) issued a written opinion that
permitted NSC and CSX to exercise operating control of Conrail
beginning August 22, 1998. On June 1, 1999, NSC and CSX began to
operate over certain Conrail lines.

Commencement of Operations by NSR and CSXT

On June 1, 1999, the majority of CRC's routes and assets were
segregated into separate subsidiaries of CRC, Pennsylvania Lines LLC
(“PRR”) and New York Central Lines LLC (“NYC”). PRR and NYC entered
into separate but identical operating and lease agreements with NSR and
CSXT, respectively, (the “Operating Agreements”) which govern
substantially all nonequipment assets to be used by NSR and CSXT and
have initial 25-year terms, renewable at the options of NSR and CSXT
for two 5-year terms. Payments made under the Operating Agreements are
based on appraised values that are subject to adjustment every six
years to reflect changes in such values. NSR and CSXT have also leased
or subleased certain equipment assets at rentals based on appraised
values for varying term lengths from PRR and NYC, respectively, as well
as from CRC.

NSC and CSX have also entered into agreements with CRC governing other
Conrail properties that continue to be owned and operated by Conrail
(“the Shared Assets Areas”) . NSR and CSXT pay CRC a fee for joint and
exclusive access to the Shared Assets Areas. In addition, NSR and CSXT
pay, based on usage, the costs incurred by CRC to operate the Shared
Assets Areas plus a profit factor.

Payments made by NSR to Conrail under the Shared Assets agreements were
$117 million and $45 million during 2000 and 1999, respectively, of
which $17 million and $7 million, were minimum rents. Payments made by
CSXT to Conrail under the Shared Assets agreements were $107 million
and $43 million during 2000 and 1999, respectively, of which $12
million and $5 million, were minimum rents.

Payments from NSR under the Operating Agreements and lease agreements
to PRR amounted to $346 million and $167 million during 2000 and 1999,
respectively. Payments from CSXT under the Operating Agreements and
lease agreements to NYC amounted to $249 million and $124 million
during 2000 and 1999, respectively. In addition, costs necessary to
operate and maintain the related assets under these agreements,
including leasehold improvements, will be borne by NSR and CSXT.

- 9 -



CONRAIL INC.
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (Continued)

Future minimum lease payments to be received from NSR/CSXT are as
follows:

$ in Millions

NSR  NSR  CSX CsX
To PRR To CRC To NYC To CRC Total

2001 S 304 S 24 S 244 $ 17 S 589
2002 315 27 239 19 600
2003 322 30 233 21 606
2004 327 32 238 23 620
2005 317 34 229 24 604
2006 and Beyond 5,005 652 3,626 473 9,756

Total $6,590 $799 $4,809 $577 512,775

Related Party Balances and Transactions

“Due from NSC/CSX” at December 31, 2000 and 1999, is primarily comprised
of amounts due for the above-described operating and rental activities.
Also included in “Due from NSC/CSX” in 1999, are amounts paid by Conrail
for separation payments to CRC's agreement employees that were
reimbursed by NSC and CSX as required by the Transaction Agreement. As
of December 31, 2000 and 1999, the accrued balances due from NSC were
$105 million and $91 million, respectively; and the accrued balances
due from CSX were $127 million and $105 million, respectively.

PRR and NYC have interest-bearing notes receivable, payable on demand
from NSC and CSX of $51 million and $40 million, respectively, at
December 31, 2000, included in the “Notes receivable from NSC/CSX” line
item on the balance sheet. The notes receivable balances due from NSC
and CSX were $123 million and $93 million, respectively, at December
31, 1999. The interest rates on the notes receivable from NSC and CSX
are variable and were both 5.9% at December 31, 2000. Interest income
related to the PRR and NYC notes receivable was $10 million and $4
million, in 2000 and 1999, respectively.

CRC has entered into service provider agreements with both NSC and CSX,
for such services as accounting and administrative processing, personal
injury and environmental case handling and other miscellaneous services
(“service Provider Agreements”). Payments made to NSC and CSX under
these Service Provider Agreements in 2000 were $44 million and $2
million, respectively, and are included within the various line items
of operating expenses. Payments made to NSC in 1999 under the Service
Provider Agreements were $5 million. CRC also paid NSC and CSX $8
million and $4 million, respectively, for the rental of locomotives and
other equipment during 2000. In addition, CRC paid a subsidiary of CSX
$5 million in 2000 and 1999, for rental of various facilities which it
occupied subsequent to May 31, 1999. During 2000, CRC also made
payments to NSC and CSX of $86 million and $122 million, respectively,
related to completing various 1999 capital projects.

- 10 -



CONRAIL INC.
NOTES TO CONSOLIDATED FINANCIAIL STATEMENTS (Continued)

“Due to NSC/CSX” includes $29 million and $2 million, to NSC and CSX,
respectively, for the services described above for 2000; and $64
million and $29 million to NSC and CSX, respectively, for such services
during 1999.

In 1999, “Due to NSC/CSX” also included $42 million and $24 million
payable to NSC and CSX, respectively, for CRC's vacation liability
related to the portion of its work force that became NSC and CSX
employees subsequent to May 31, 1999. CRC paid these amounts in 2000.

From time to time, NSC and CSX, as the indirect owners of Conrail, may
need to provide some of Conrail's cash requirements through capital
contributions, loans, or advances, none of which took place as of
December 31, 2000.

Prior to the Closing Date, the Company interchanged freight with both
NSC and CSX for transport to destinations both within and outside of
Conrail's service region. The Company shares ownership interests with
either one or both railroads in various transportation-related
entities, all of which are immaterial to the Company's operating
results and financial position.

Transition, Acquisition-Related and Other Items

During the first quarter of 2000, the Company completed a significant
property sale and recognized a gain of $61 million on the sale ($37
million after income taxes), which is included in “Other income, net”
(Note 10).

During 1999, the Company recorded net expenses of $138 million ($85
million after income taxes) for adjustments to certain litigation and
environmental reserves related to settlements and completion of site
reviews and, in accordance with the Transaction Agreement, for the
method of settlement of certain casualty liabilities based on an
actuarial study and for the assumption of a lease obligation by a
subsidiary of CSX. The effects of these adjustments are reflected in
the “Casualties and insurance” and “Other” operating expense line items
of the income statement for 1999.

During the third quarter of 1998, the Company recorded charges
totaling $302 million ($187 million after income taxes), primarily
for severance benefits of $170 million covering certain non-union
employees, and $132 million of other costs, such as the effect of
changing to an actuarial method of valuing certain components of the
Company's casualty reserves, primarily included in the “Compensation
and benefits” and “Casualties and insurance” operating expense line
items of the 1998 income statement, respectively.

The charge for non-union separation benefits represents termination

payments made to approximately 1,300 non-union employees whose non-

executive positions were eliminated as a result of the joint

acquisition of Conrail. Most of these termination payments have been
- 11 -



CONRAIL INC.
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (Continued)

made in the form of supplemental retirement benefits from the
Company's overfunded pension plan. During 2000, 1999 and 1998,
termination payments of $50 million, $77 million and $9 million were
made, respectively. The remaining amount of this liability is
expected to be paid out within the next year.

During 1998, the Company recorded charges totaling $66 million ($41
million after income taxes) representing amounts paid to certain non-
union employees as incentive to continue their employment with the
Company through August 22, 1998, the effective date of the

STB approval of the joint acquisition of Conrail, and the subsequent
transition period. All of these amounts were subsequently paid out.

In 1997, the Company recorded a long-term liability of $221 million
related to the Non-union Employee Stock Ownership Plan (“ESOP”)
termination, which has not required use of the Company's cash for
settlement. Such liability, the balance of which is $20 million at
December 31, 2000, is being reduced as the cash proceeds, held by the
ESOP as a result of selling its ESOP preferred stock in the joint
tender offer, are allocated to eligible ESOP participants.

In 1997, the Company recorded a long-term liability of $110 million
in connection with employment “change in control” agreements with
certain executives, which became operative as a result of the joint
acquisition of Conrail. A portion of the benefits under these
agreements, $68 million, was paid in 1998 from the Employee Benefits
Trust (“EBT”). The remaining amount will be paid out at the
discretion of the executives participating in this program.

Property and Equipment

December 31,

2000 1999
(In Millions)

Roadway $ 7,500 $ 7,410
Equipment 1,573 1,573
Less: Accumulated depreciation (2,340) _(2,154)
6,733 6,829

Capital leases (primarily equipment) 645 696
Accumulated amortization (382) ___(382)

263 —— 314
$ 6,996 5. 7.143

Substantially all assets are leased to NSR or CSXT (Note 2).

- 12 -



CONRAIL INC.
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (Continued)

Accrued and Other Current Liabilities

December 31,

2000 1999

(In Millions)

Property and corporate taxes $ 51 S 97
Operating leases 38 36
Other 17 ~ 14
$106 5147

Long-Term Debt and Leases

Long-term debt outstanding, including the weighted average interest
rates at December 31, 2000, is composed of the following:
December 31,

2000 1999

(In Millions)
Capital leases $ 262 $ 331
Notes payable, 9.75%, due 2000 - 250
Debentures payable, 7.88%, due 2043 250 250
Debentures payable, 9.75%, due 2020 550 550
Equipment and other obligations, 6.90% 228 ——240
1,290 1,621
Less current portion (61) —{319)
$1,229 S1.302

Interest payments were $121 million in 2000, $149 million in 1999 and
$153 million in 1998.

Leases

The Company's noncancelable long-term leases generally include options
to purchase at fair value and to extend the terms. Capital leases
have been discounted at rates ranging from 3.09% to 14.26% and are
collateralized by assets with a net book value of $263 million at
December 31, 2000.

- 13 -



CONRAIL INC.
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (Continued)

Minimum commitments, exclusive of executory costs borne by the
Company, are:
Capital Operating
Leases Leases

(In Millions)

2001 S 63 $ 70
2002 59 63
2003 54 52
2004 56 53
2005 38 59
2006 - 2010 89 422
Total 359 $719
Less interest portion (97)

Present value 5 262

Equipment and other obligations mature in 2001 through 2043 and are
collateralized by assets with a net book value of $238 million at
December 31, 2000. Maturities of long-term debt other than capital
leases are $21 million in 2001, $19 million in 2002, $20 million in
2003, $21 million in 2004, $20 million in 2005 and $927 million in tota
from 2006 through 2043.

Operating lease rent expense was $75 million in 2000, $120 million in
1999 and $121 million in 1998.

Income Taxes

The provisions for income taxes are composed of the following:
2000 1999 1998

(In Millions)

Current

Federal $ (5) $(30) $173
State 1 — 1 —24
(4) —(29) 197

Deferred
Federal 81 52 (27)
State 20 —(4) —(3)
101 _48 —_(30)
$ 97 S 19 S167

- 14 -



CONRAIL INC.
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (Continued)

Reconciliations of the U.S. statutory tax rates with the effective tax
rates are as follows:

2000 1999 1998

Statutory tax rate 35.0% 35.0% 35.0%
State income taxes,

net of federal benefit 4.2 4.2 3.2
Nondeductible transition

and acquisition-related

costs 23.9
Other ) (2.9) [(20.9) —.3
Effective tax rate 36.3% _42.2% 38.5%

The Company has reached final settlements with the Internal Revenue
Service (“IRS”) related to all of the audits of the Company's
consolidated federal income tax returns through fiscal year 1995. The
Company's consolidated federal income tax returns for April 30, 1996,
December 31, 1996 and May 23, 1997, are currently being examined by
the IRS. Federal and state income tax payments were $3 million in
2000, $38 million in 1999 and $196 million in 1998.

Significant components of the Company's deferred income tax

liabilities (assets) are as follows:
December 31,

2000 1999
(In Millions)
Current assets $ 29 ] (8)
Current liabilities (117) (133)
Miscellaneous (8) —(8)
Current deferred tax asset, net § (96) S _(149)
Noncurrent liabiljties:
Property and equipment 2,049 1,977
Other long-term assets (primarily prepaid
pension asset) 93 89
Other (mostly equipment obligations) 117 — 88

2,259 2,154

Noncurrent assets:
Nondeductible reserves and other

liabilities (204) (221)
Tax benefit transfer receivable (36) (36)
Other (mostly equity investments) (81) —(80)

(321) —{(337)
Deferred income tax liabilities, net $1,938 $1.817

- 15 -



CONRAIL INC.
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (Continued)

Pension and Postretirement Benefits

The Compan? and its subsidiaries sponsor several qualified and
nonqualified pension plans and other postretirement benefit plans for
its employees.

During 1999, the Company transferred approximately $350 million and $26
million of pension assets to NSC and CSX, respectively. NSC and CSX als
assumed certain pension obligations related to former Conrail employees
The net effect on Conrail's financial statements as detailed in the tab
below, was to reduce pension assets by $89 million. This transfer
resulted in a $35 million reduction of deferred tax liabilities and is
reflected as a capital distribution of $54 million.

The Company's pension plan was amended during 1998 to include certain
enhanced benefits for qualifying Conrail employees. The effect of the
amendment was to increase the Conrail plan's projected benefit obligati:
by $59 million. The Company's pension plan was also amended during 199
to allow for payment of non-union supplemental retirement benefits to t.
extent consistent with applicable IRS Tax Code provisions. Both of the:
liabilities are accrued as offsets to the prepaid pension asset which i:
included in “Other assets” in the balance sheet (Note 3).

- 16 -



CONRAIL INC.
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (Continued)

The following tables provide a reconciliation of the changes in the
plans' benefit obligations and fair value of assets over the two-year
period ending December 31, 2000, and a statement of the funded status

as of December 31 of both years:
. Other Postretirement

Pension Benefits Benefits

(In Millions) 2000 1999 2000 1999
Change in benefit

obligation
Net benefit obligation

at beginning of year $739 $834 S 44 $ 56
Pension obligation

transferred to NSC and CSX - (89) - -
Service cost 4 10 - -
Interest cost 51 53 3 3
Plan amendments - - (1) -
Curtailment (gains) losses - (15) - (4)
Actuarial (gains)losses (100) (5) (7)
Incorporation of special

pension benefit reserves - 176 - -
Gross benefits paid (112) (130) (4) —(4)
Net benefit obligation

at end of year $687 $739 $ 37 S 44
Change in plan assets
Fair value of plan assets

at beginning of year g 791 $1,441 $ 8 $ 9
Pension assets

transferred to NSC and CSX - (610) - -
Actual return on plan

assets 39 88 1l -
Gross benefit payments (110) __(128) (1) (1)
Fair value of plan assets

at end of year $ 720 S 791 $ 8 S 8
Funded status at

end of year $ 33 § 52 $(29) $(36)
Unrecognized transition

asset (2) (3) - -
Unrecognized prior

service cost 9 10 (1) -
Unrecognized actuarial

(gains) losses 8 —(26) (12) —(8)
Net amount recognized at

year end $ 48 S._33 $(42) $(44)

- 17 -



CONRAIL INC.
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (Continued)

The following amounts have been recognized in the balance sheets as of
December 31:

Other Postretirement

Pension Benefits Benefits
(In Millions) 2000 1999 2000 1999
Prepaid pension cost $ 92 S 74 - -
Accrued benefit cost (44) (41) $(42) $(44)

All of the Company's plans for postretirement benefits other than pension
have no plan assets except for the retiree life insurance plan which had
$8 million of assets in both 2000 and 1999. The aggregate benefit
obligation for the postretirement plans other than pensions was $37
million and $44 million at December 31, 2000 and 1999, respectively.

The projected benefit obligations and accumulated benefit obligations for
pension plans with accumulated benefit obligations in excess of plan
assets were both $45 million in 2000; and $54 million and $38 million,
respectively, in 1999. The plans had no assets in either 2000 or 1999.

The assumptions used in the measurement of the Company's benefit
obligation are as follows:

Other Postretirement

Pension Benefits Benefits
2000 1999 2000 1999
Discount rate 7.50% 7.75% 7.50% 7.75%
Expected return on
plan assets 9.00% 9.00% 8.00% 8.00%
Rate of compensation
increase 5.00% 5.00% 5.00% 5.00%

A 7% annual rate of increase in the per capita cost of covered health care
benefits was assumed for 2001, gradually decreasing to 6% by the year
2007.

Assumed health care cost trend rates have a significant effect on the
amounts reported for the health care plans. The effect of a one
percentage point increase and (decrease) in the assumed health care cost
trend rate on the accumulated postretirement benefit obligation is $1
million and $(1) million, respectively, and would have an immaterial
effect on the net periodic postretirement benefit cost for 2000.
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CONRAIL INC.
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (Continued)

The components of the Company's net periodic benefit cost for
the plans are as follows:

Other Postretirement

Pension Benefits Benefits

(In Millions) 2000 1999 1998 2000 1999 1998
Service cost $ 4 $ 10 $ 13 $ - s - $ -
Interest cost 51 53 53 3 4 4
Expected return

on assets (70) (94) (109) (1) (1) (1)
Curtailment (gain)

loss - 19 - - (4) -
Amortization of:

Transition asset (1) (11) (18) - - -
Prior service cost 1 4 4 - - -
Actuarial (gain)loss 1 (8) (5) ) = (1)

(1
(12) £(27) §(62) $1 s &2

wr

cavi p]
The Company and certain subsidiaries provide 401 (k) savings plans for
union and non-union employees. Under the Company's current non-union
savings plan, 50% of employee contributions are matched for the first
6% of a participating employee's base pay and 25% of employee
contributions are matched in excess of 10% of a participating
employee's base pay. Savings plan expense related to the current non-
union savings plan was $1 million in 2000 and 1999. The Company had no
non-union savings plan in 1998. There is no Company match provision
under the union employee plan except for certain unions which
negotiated a Company match as part of their contract provisions.

Stockholders’ equity

Common Stock

On May 23, 1997, the NSC-CSX joint tender offer for the remaining
outstanding shares of Conrail's common and preferred stock was
concluded, and on June 2, 1997, Conrail became the surviving
corporation in a merger with Green Merger Corp. and remained the only
subsidiary of Green Acquisition Corp., an entity jointly-owned by NSC
and CSX. As a result, the remaining outstanding capital stock of
Conrail was acquired by NSC and CSX and Green Acquisition was issued
100 shares of Conrail's common stock.
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CONRAIL INC.
NOTES TO CONSOLIDATED FINANCIAIL STATEMENTS (Continued)

Treasury Stock

As a result of the acquisition of Conrail, the remaining 6,320,249
shares of treasury stock at December 31, 1997, were recorded as
canceled and retired during 1998.

Undistributed Earnings of Equity Investees

“Retained earnings” includes undistributed earnings of equity investees
of $157 million, $188 million and $173 million at December 31, 2000,
1999 and 1998, respectively.

Other Income, Net

2000 1999 1998

(In Millions)
Interest income $ 21 $19 S 7
Rental income 45 37 42
Property sales 70 6 21
Other, net 19 -5 —2
$155 Se7 s572

Commitments and Contingencies

Envi tal
The Company is subject to various federal, state and local laws and
regulations regarding environmental matters. CRC is a party to
various proceedings brought by both regulatory agencies and private
parties under federal, state and local laws, including Superfund laws,
and has also received inquiries from governmental agencies with
respect to other potential environmental issues. At December 31,
2000, CRC has received, together with other companies, notices of its
involvement as a potentially responsible party or requests for
information under the Superfund laws with respect to cleanup and/or
removal costs due to its status as an alleged transporter, generator
or property owner at 24 locations. However, based on currently
available information, the Company believes CRC may have some
potential responsibility at only 21 of these sites. Due to the number
of parties involved at many of these sites, the wide range of costs of
possible remediation alternatives, the changing technology and the
length of time over which these matters develop, it is often

not possible to estimate CRC's liability for the costs associated with
the assessment and remediation of contaminated sites.
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CONRAIL INC.
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (Continued)

Although the Company's operating results and liquidity could be
significantly affected in any quarterly or annual reporting period if
CRC were held principally liable in certain of these actions, at
December 31, 2000, the Company had accrued $80 million, an amount it
believes is sufficient to cover the probable liability and remediation
costs that will be incurred at Superfund sites and other sites based
on known information and using various estimating techniques. The
Company anticipates that much of this liability will be paid out over
five years; however some costs will be paid out over a longer period.
The Company believes the ultimate liability for these matters will not
materially affect its consolidated financial condition.

The Company spent $9 million in 2000 and 1999, and $10 million in
1998 for environmental remediation and related costs. In addition,
the Company's capital expenditures for environmental control and
abatement projects were approximately $1 million in 2000 and 1999,
and $8 million in 1998.

Other

The Company is involved in various legal actions, principally relating
to occupational health claims, personal injuries, casualties, property
damage and damage to lading. The Company has recorded liabilities in
amounts it believes are sufficient to cover the expected probable
payments for such actiomns.

CRC had 1,750 employees at December 31, 2000; approximately 86% of
whom are represented by 12 different labor organizations and are
covered by 16 separate collective bargaining agreements. The Company
was engaged in collective bargaining at December 31, 2000 with labor
organizations representing approximately 83% of its labor force.

CRC currently guarantees the principal and interest payments in the
amount of $36 million on Equipment Trust Certificates for Locomotive
Management Services, a general partnership of which CRC holds a fifty

percent interest.

Fair Values of Financial Instruments

The fair values of “Cash and cash equivalents,” “Accounts receivable,”

“Notes receivable from NSC/CSX”and “Accounts payable” approximate
carrying values because of the short maturity of these financial
instruments.

-

Using current market prices when available, or a valuation based on
the yield to maturity of comparable debt instruments having similar
characteristics, credit rating and maturity, the total fair value of
the Company's long-term debt, including the current portion, but
excluding capital leases, is $1,150 million and $1,367 million at
December 31, 2000 and 1999, respectively, compared with carrying
values of $1,028 million and $1,290 million at December 31, 2000 and
1999, respectively.
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Road Iniials CR Ycar 2000 5
200. COMPARATIVE STATEMENT OF FINANCIAL POSITION - ASSETS
(Dollars in Thousands)
Line | Cross Account Tule Balance at Balance at | Line
No ! Check close of beginning No
year of year
(a) (b) (c)
Current Assels
1 701 Cash 49,839 22320 1
2 702 Temporary Cash Investments )
3 703 Special Deposits _- - _ 3
T Accounts Receivable - _—_ _
4 704 -Loan and Notes 90931 215,635 4
5 705 -Interline and Other Balances 2,499 5
T 6| |06 -Customers ) 10,349 10556| 6
7 707 -Other 38,788 66,273 7
8 709,708 -Accrued Accounts Receivable 229,556 182.382 8
9 708 5 -Receivabie from Affiliated Companies 9
| 7095 _Less Allowance for Uncollectble Accounts (14.046) (5276 10
710, 7-ﬁ-,-7l4 Working Funds. Prepayments. _
3] Deferred Income Tax Debits 97,490 148 530 1
12 712 "| Materials and Supplies 9,240 20307 12
13 713 | Other Current Assets ) 7601 epl6| 13
T TOTAL CURRENT ASSETS 519.838 668842 14
Other Asscts
15 715.716 717 Special Funds 12,757 16,191 15
16 721.721'5 Investments and Advances Affiliated Companies (Schedules 310 and 310A) 221,560 253274| 16
17 -';-22 723 Other Investments and Advances | 98 - 342 17
18 724 Allowances for Net Unrealized Loss on Noncurrent 18
Marketable Equity Securiues - Cr
19 737,738 Property Used in Other than Carnier Operation (less Depreciation $1.340) 21:852 21913 19
0( | 739.741 Other Asscts - 301,237 203661 | 20]
- 21 743 " | Other Deferred Debts ’ - 8382 7082]  21]
2 ' Accumulated Deferred Income Tax Debits 27
I “"TOTAL OTHER ASSETS 565,886 592423| 23
Road and Equipment
24 731.732 Road (Schedule 330) L-30Col h&b 7 376,086 7.310,624 24
3| |31 “1"Equipment (Schedule 330) 139 Col h& b 2,233,226 2264359 | 25
T2 731,732 Unallocated ltems 82,465 83.800( 26
27 733,735 Accumulated Depreciation and Amortization (Schedules 335, 342, 351) (2,717,225 (2.537,231}) 27
28 ’ Net Road and Equipment " 6,974.552 7121552 28
291 ¢ TOTAL ASSETS 8,060,276 8382817 29

NOTES AND REMARKS

See accompanying notes to Financial Statements
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NOTES AND REMARKS

.6
200. COMPARATIVE STATEMENT OF FINANCIAL POSITION - LIABILITIES AND SHAREHOLDERS' EQUITY
(Dollars in Thousands)
Line Cross Account Title Balance at Balance at | Line
No| Check close of beginning | No
year of year
(a) (b) ()
Current Liabiliues
30 751 Loans and Notes Payable 30
31 752 Accounts Payable Interline & Other Balances 5.846 8.997 31
32 753 Audited Accounts and Wages 25,72_8—‘ - 24185 32
33 1754 Other Accounts Payable 28,064 31342 | 33
34 735, 756 " Interest and Dividends Payable 29478 2748 | 34
35 757 Payables to Affiliated Companics 35
36 759 Accrued Accounts Payable - I 238_,361 377,342 36
37 760.761. 761 5.762|  Taxcs Accrucd T " 16473 | 72585 37
38 763 " Other Current Liabilities 596 2429] 38
39 764 Equipment Obligation and Other Long-Term Debt due Within One Year 61,044 318720 39
40 T TOTAL CURRENT LIABILITIES T 435.590 863.086 | 40 |
Non-Current Liabilities

41 765, 767 Funded Debt Unmatured 800.000 800,000 4]
42 766 Equipment Obhigations T 208,323 21257 42
43 766 5 " Capnalized Lease Obhiganons 220.324 280268 | 43
44 768 - Debt 1n Default T - 44
45 T7e0 Accounts Payable, Affiliated Companies T 45
46| | 7701,7702 " Unamortized Debt Premium T 46
47 781 " Interest in Default T T a7
48 783 ) Deferred Revenues-Transfers from Government Authoritics — a8
49| e Accumulated Deferred Income Tax Credits T 1,937,671 1,816,322 T 49
50| | 771.772.774, 775, Other Long-Term Liabilities and Deferred Credits T

782, 784 476,196 582598 50
51 T TOTAL NON-CURRENT LIABILITIES 3.642.516 3700445 51

Shareholders' Equity

52 791. 792 Total Capital $tock (Schedule 230) (LL53&54) 52
53 T T Common stock 7 T sy
54 Preferred stock T T 54
55 " Discount on Capttal Stock T 55
56 794, 795 " Additonal Capital (Schedule 230) 2.221,694 2,229,191 | 56
| - Retained Earnings: T —
57 797 Appropnated 57
58 798 Unappropriated (Schedule 220) 1,760,476 1.590,095| S8
59 798 1 Net Unrealized Loss on Non-current Marketable Equity Sccuritics 59
60| [ 7985 Less Treasury Stock T 60
61 Net Stockholders' Equity 3,982,170 ~ 3,819.286| 6l
el '— TOTAL LIABILITIES AND SHAREHOLDERS' EQUITY | 8060276 8,382.817| 62

See accompanying Notes to Financial Statements
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16 Road Instials CR Year 2000
210. RESULTS OF OPERATIONS
(Dollars 1n Thousands)
1 Dusclose the requested information for the respondent 4 All contra entries hereunder should be indicated in parenthesis
pertaiming to the results of operation for the year 5. Cross-checks
2. Report total operating expenses from Schedule 410 of
this report. Any disparaties in expense amounts shown in Schedule 210 Schedule 210
this schedule and expense amounts reported in Schedule 410 Line 15, colunm (b) =Line 62, column (b)
must be fully explained on page 18 Line 47 + 48 + 49, colunm (b) =Line 63, column (b)
3. List dividends from investments accounted for under Line 50, column (b) =Line 64, column (b)
the cost method on the appropriate line No 19 for Account Schedule 410
No 513, Dividend Income List dividends accounted for by Line 14, column (b) =Line 620, column (h)
the equity method on the appropriate dividend Iine No 25 Line 14, column (d) =Line 620, column (f)
under the Income from Affiliated Companies subsection of Line 14, column (e) =Line 620, column (g)
this schedule Line 49, column (b)
Linej Cross Amount for Amount for | Freight-related | Passenger-related |Ling
No } Check Item current year prececding revenues & revenues & No
year expenses expenses
(a) (b) (c) (d) (¢)
ORDINARY ITEMS
OPERATING INCOME
Railway Operating Income
1 (101) Freight 1,477.179 - 1
2 (102) Passenger - -2--
’ 3 (-l 03) Pass-e-nger-Related 3
4 (104) Switching 85,006 99.987 85,006 I
5 ( 165) Water Transfers 5
6 (106) Demurrage 4,885 25.178 4,885 6
7 (110) Incidental 895.204 571,370 895,204 7
8 (121) Joint Facility-Credit - 8
9 i (122) Joint Facility-Debit ) - 9
10 (501) Railway operating revenues (Exclusive of transfers 985,095 2,173.714 985,095 10
from Government Authorities - lines 1-9)
i1 i (502) Railway operating revenues-Transfers from Government - 1
Authonties for current operations - 1t
12 (503_)-E;;Iway_oscratmg revenues-Amortization of deferred )
transfers from Govenment Authonties 12
13 TOTAL RAILWAY OPERATING REVENUES (lines 10-12) 985,095 2,173,714 985,095 ) 13
14 * | (531) Railway operating expenses 748,784 2,046,030 748,784 14
15 * ""Net revenue from rallway operations 236,311 127,684 236,311 15
OTHER INCOME ' T
16 (506) Revenue from property used in other than camer operations 3,781
17 -(5 I_())—h/iiscellaneous rent income 45,259 33,668 17
18 (512) Scparately operated properties-Profit 8
19 (513) Dividend 1ncome (cost method) 19 |
20 (514) Interest income 20,369 18,739 20 |
21 (516) Income from sinking and other funds 352 2417 2
22 (517) Release of premiums on funded debt 22|
23 (518) Reimbursements received under contracts and agreements 23
24 (519) Miscellaneous income 44,394 59,287 24
) Income from affiliated compames 519 )
25 a Dividends (equity method) 55,777 1.340 25
26 b Equity 1n undistributed carnings (-losses) 24,088 6,279 2 |
27 TOTAL OTHER INCOME (lines 16-26) 190,239 125,511 27
28 , TOTAL INCOME (hne 15, 27) 426,550 253,195 T
’ MISCELLANEOUS DEDUCTIONS FROM INCOME B
29 (534) Expenses of property used in other than carmer operations 2,100 5,732
30 - (544) Miscellaneous taxes 30
31 i545) Separately operated properties-Loss - -
2 | (549) Maintenance of investment organization - . 32
33 (550) Income transferred under contracts and agreements 33|
34 (551) Miscellaneous income charges 32,467 52,957 34 |
35 (553) Uncollectible accounts 35 |
36 ’ TOTAL MISCELLANEOUS DEDUCTIONS (fines 29-35) _ 34,567 58,689
37 Income available for fixed charges (hnes 28, 36) 391,983 194,506 37
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Road Imuials CR Year 2000 17
210. RESULTS OF OPERATIONS - Continued
(Dollars in Thousands)
JLine | Cross Amount for Amount for | Line
No | Check Item current year preceeding No
year
(a) (b) (c)
FIXED CHARGES
(546) Interest on funded debt
38 (a) Fixed interest not in default 123,494 142,722 ] 38
39 (b) Interest in default 39
40 (547) Interest on unfunded debt 12 400 | 40
41 (548) Amortization of discount on funded debt 884 7,116 | 41
42 TOTAL FIXED CHARGES (lines 38-41) 124,390 150,238 | 42
43 Income after fixed charges (lines 37, 42) - 267,593 44,268 | 43
OTHER DEDUCTIONS
(546) Interest on funded debt
44 (c) Contingent interest 44
UNUSUAL OR INFREQUENT ITEMS
45 (555) Unusual or infrequent items (debit) credit 45
6 | Income (Loss) from continuing operattons (before income taxes) 267,593 44,268 | 46
’ PROVISIONS FOR INCOME TAXES
(556) Income taxes on ordinary income
47 * (a) Federal income taxes (4,743 ) (29,773} 47
48 . (b) State income taxes 911 895] 48
49 * (c) Other income taxes (special income tax obl |gauoni 49
50 * (557) Provision for deferred taxes 100,959 47,468 | 50
51 TOTAL PROVISIONS FOR INCOME TAXES (lines 47-50) 97,127 18,590 | 51
52 . Income from continuing operations (lines 46-51) 170,466 25,678 | 52
7 DISCONTINUED OPERATIONS
53 (560) Income or loss from operations of discontinued segments (less applicable income taxes of $ ) 53
54 (562) Gain or loss on disposal of discontinued segments (less applicable income taxes of $ ) 54
55 Income before extraordinary items (lines 52 + 53 + 54) 170,466 25.678 | 55
" EXTRAORDINARY ITEMS AND ACCOUNTING CHANGES
56 (570) Extraordinary items (Net) 56
57 (590) Income taxes on extraordinary items - 57
58 (591) Provision for deferred taxes-Extraordinary items S8 |
59 TOTAL EXTRAORDINARY ITEMS (lines 56-58) 59 |
60 (_592) Cumulative effect of changes in accounting principles (less applicable tax of § ) h 60 |
61 TR Net income (Loss) (lines 55 + 59 + 60) 170,466 25,678 61
Reconciliation of net raillway operating income (NROl_)- N
62 . Net revenues from railway operations 236,311 127,684 | 62
63 | (556) Income taxes on ordinary income (-) (3,832} (28,878) 63
64 T (557) Provision for deferred income taxes () 100,959 47,468 | 64
65 Income from lease of road and equipment (-) 65
66 Rent for leased road and equipment (+) 66 |
67 Net railway operating income (loss) 139,184 109,094 | 67
See accompaning Notes to Financial Statements
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330 ROAD PROPERTY AND EQUIPMENT AND IMPROVEMENTS TO LEASED PROPERTY AND EQUIPMENT
(Dollars in Thousands)

E ditures Expenditures
dunng year dunng year
Line | Cross Account Balance at for onginal for purchase Line
No check beginning road & equip- of existing No
of year ment & road lines, reorg-
etc
(a) (b) {c) (d)
| (2) Land for transportation purposes 123,191 \
2 (3) Grading 238 802 2
3 (4) Other nght-of-way expenditures 2.970 3
4 (5) Tunnels and subways 50615 4
s {6) Bndges trestles and cuhverts 344,155 5
6 (7) Elevated structures 2,571 6
7 (8) Ties 1.370.768 7
8 (9) Rail and other track matenal 2673.004 3
9 (11) Ballast 953.697 9
10 {13) Fences, snowsheds and signs 2,119 10
11 (16) Stanons and office buildings 265314 il
12 (17) Roadway buildings 10,731 12
13 (18) Water stations 448 13
14 (19) Fuel s1ations 58492 14
15 (20) Shops and enginehouses 97.659 15
16 (22) Storage warchouses 0 16
17 (23) Wharves and dochs 1.146 17
18 (24) Coal and ore whan es 77,552 18
19 (25) TOFC/COFC ternminals 118,820 19
20 (26) Communication systeins 119,555 20
21 (27) Signals and interlockers 546,994 21
22 (29) Power plants 1,052 22
23 (31) Power-transmission s) stems 9941 23
24 (35) Miscellaneous structures 4,298 24
25 (37) Roadway machines 90.574 25
26 (39) Public impros ments - Construction 58,734 26
27 (44) Shop machinery 58.751 27
28 (45) Power-plant machinery 2,948 28
29 Other (specify and explain) 29
30 TOTAL EXPENDITURES FOR ROAD 7,284,901 30
31 (52) Locomotives 1.243,340 31
32 (53) Freight-train cars 869.988 32
33 (54) Passenger-train cars [} 33
34 (55) Highway revenue equipment 677 34
35 (56) Floatung equipment 0 35
36 (57) Work equipment 85,105 36
37 (58) Miscellancous equipment 61.654 37
38 (59) Computer systems and word processing equipment 29,069 38
39 TOTAL EXPENDITURES FOR EQUIPMENT 2289833 39
40 (76) Interest during construction 40
41 (80) Other clements of investment 4]
42 (90) Construction in progress 84,013 42
43 GRAND TOTAL 9,658,747 43
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Expenditures for
addstions
dunng the year

(e}

Credits for
property retired
during the year

{f)

Net changes
during the year

{g)

Balance at
close of year

(h)

0 440 (440) 122751
4650 756 3.894 242696 2
133 (@ 137 3.007] 3
3.188 (757 3.263 53878 4
7.382 7.016 366 344521] 5
0 3) 3 7514 6
41.888 23.775 18.113 1388881 | 7
85.854 66.452 19.402 2692406 ] 8
6443 10,553 (.110) 9495871 9
%0 5 85 2.204] 10
3.548 Ta82 2 066 267380 | (1
772 (19 291 K B

0 0 0 48| 13
1240 (86) 1.326 59318 14
2547 on 2638 100297 15
0 0 0 of 16

0 2 12) NS K

0 (125) 125 71677 18

17.506 {135) 17.651 136471 19
1.840 1218 622 120177 ] 20
21,397 2.921 18476 565470 | 21
0 [6]) 3 1055 22

818 (5) 823 10763 | 23
82 (5) 87 4385 | 24
1,382 279 1.661 92235§ 25
3423 420 3003 61737 | 26
1.621 (74) 1.695 60446 | 27
0 ™ 7 2955 | 28

29

205,304 14119 91,185 7.376.086 | 30
6.017 2.977 3.040 1.246.380 | 31
3,644 67.607 (63.963) 806025 | 32
0 0 0 o] 33

0 (14) 11 591 | 34

0 0 0 of 35

0 (96) % 85201 | 36

0 (3.199) 3.199 64,853 | 37

0 (1,007) 1.007 30076 ] 38

9,661 66,268 (56.607) 2.233.226 | 39
20

a1

15.812) {4.264) (1.548) 82465 | 42
209.153 176,123 33,030 9691.777] 43
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332. DEPRECIATION BASE AND RATES - ROAD AND EQUIPMENT OWNED AND USED AND LEASED FROM OTHERS
(Dollars in Thousands)

1 Show in columns (b) and te) for each pnmary account the depreciauion base used 10 compute the depreciation charges for the month of Januan and in columns {c) and (f) show the
rates used In the

depreciation base used to compute the depreciation charges for the month of December in columns (d) and (g) show the charges for the
month of December and on lines %) and 39 of these columns show the composite percentage for all road and equipment accounts. respecinely ascertained by apph ing the priman
the charges for and din iding the total so computed b the 10tal depreciauon base for the same month

The depreciaion base should not include the cost of equipmeni used. but not owned. when the rents thesefore are included in the reni for cquipment and Account Nos 31-21-4K) 312240 11-23400

account compaosite rales 1o the depreciation base used in

=254 182100 3523400 15-22400 and 35-234%) 1 should include the cost of equipment owned and lcased (o others when the rents therefrom are included in the rem for equipment

Account Nos 12-21-00 32-22-4m 122100 32-28400 36-2140 Wi-224K0 36-2340 and 36-2%4%) tnclusne The composiic rates used should be those prescribed or otherwise authonzed by the
Commussion excepl that where the use of component raies has been authonzed Lthe composite raices 1o be shown for the respeciin € pnman accounts should be recomputed from the December
charges dex eloped by the use of the authonzed rates. If amy changes in rales were effecun ¢ duning the vear g e full particulars in a footnote

2 All leased ma be for each pnman account or a scparaie schedule mav be included for each such properm

1 Show 1n columns (¢) (f) and (g) dala applicable Lo Lessor propernn when the rent therefore is included 1n Accouni Nos 31-11-00 Vi-124K) V11348 31-21<00 311-22400 and 31-2300 inclush e
4 I deprecrauon accruals ha e been discontinued for any accouni the depreciaiion base should be reported nes ertheless in suppon of depreciation resenes  Authonty for the discontinuance of
accruals should be shown in a footnote indicaung the accouni(s) effected

and one e

or lotal equipment owned. respectn ¢l

$ Dusclosures in the respectn ¢ secuions of this schedute may be omatied if either total road Ieased from others or total equipment Ieased from others represents less than 5% of toial road owned

salvage method, which produces financial statcment results consistent with the method suggested by Dochet No 36988
The Company's methodology has been approved by the Commission

OWNED AND USED LEASED FROM OTHERS
Depreciation Base Depreciation Base
Line Account Annual Annual Line
No 171 At 12/1 At composite 171 At 12/1 At composite No
beginning close rate beginning close rate
of year of year (percent) of year of year (percent)
(a) (b) (c) (d) (e) (f) (2)
ROAD
1 (3) Grading 177.339 185,813 141 ]
2 | (4) Other, nght-of-way expenditures 2,931 2,978 1 88 2
3 (5) Tunnels and subways 47,358 50,54 167 3
4 (6) Bridges, trestles, and culverts 298,430, 309.203' 4 52 4
5 | (7) Elevated structures 5
6 | (8) Ties 1,145,845 l.l45.464 360 6
7 (9) Rail and other trach matenial 2,377.956) 2,404.88 247 7
8 | (11)Ballast 841.727 833.65 285 8
9 [ (13) Fences. snow sheds, and signs 1.700 1.887 730 9
10 | (16) Station and office buildings 228.972 253.231 623 10
11 | (17) Roadway buildings 9.912 10.056 352 11
12 | (18) Water stations 122 111 037] 12
13 | (19) Fuel stations 54.390 57,326 3.21 13
14| (20) Shops and enginchouses 90,703 92.884] 4.13 14
15 | (22) Storage warehouses 15
16 | (23) Wharves and docks 1.204 1.145§ 1 94 16
17 | (24) Coal and ore wharves 38,628] 38.525 3 36] 17
18 ] (25) TOFC/COFC terminals 108,674 133,455 6 03] 18
19 | (26) Communication systems 112,461 114.448 5 66) 19
20 | (27) Signals and interlockers 466,685 503.294 4 771 20
21 |(29) Power plants 1.020 869 4 20 2]
22 | (31) Power-transmission systems 9.133 9,231 905 22
23 | (35) Miscellancous structures 3,621 2.55§] 531 23
24 | (37) Roadway machines 93.337 89,429 892 24
25 | (39) Public improvements-Construction 54.220 56,783 1 84 25
26 | (44) Shop machinery 54,242 58.723 5.62 26
27 | (45) Power-plant machinery 2,076 3,734 0.34 27
28 | All other road accounts ’ 28
29 | Amortization (other than 29
defense projects)
30 TOTAL ROAD 6,222.705 6,360.232 341 30
[— ]  EQUIPMENT
31 {(52) Locomotives 1,253.382 l.l99,18§ 492 31
32 | (53) Freight-train cars 788,242 749,222 626 32
33 | (54) Passenger-train cars 33
34 [ (55) Highway revenue equipment 34
35 | (56) Floating equipment 35
36 | (57) Work equipment 84.335 73,304] 4.24 36
37 | (58) Miscellaneous equipment 42,979 404508 12 35 37
38 | (59) Computer systems and word 38
processing equipment 33,431 37.907[ 11.74)
39 TOTAL EQUIPMENT 2.202.369) 2.100.071] 5 64 39
40 GRAND TOTAL 8.425,074] 8.460.305] 40
NOTE Track structure (accounts 8, 9 and 11) depreciation rates are based on consistent use of the Company's net
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335. ACCUMULATED DEPRECIATION - ROAD AND EQUIPMENT OWNED AND USED
(Dollars in Thousands)
1 Disclose the required information in regard to credits and debits to Account No 735 Accumulated depreciation Road and Equipment Property, during the year
relating to owned and used road and equipment. Include entries for depreciation of equipment owned but not used when the resulting rents are included in the
"Lease Rental-Credit-Equipment” accounts and "Other-Rents-Credit-Equipment" accounts. Exclude any entries for depreciation of equipment that 1s used but not
owned when the resulting rents arc included in "Lease Rental-Debit-Equipment” account and "Other Rents-Debit-Equipment” accounts (See Schedule 351 for the
accumulated depreciation to road and equipment owned and leascd to others)
2. If any data are included in columns (d) or (f), explain the entries in detail
3. A debit balance in columns (b) or (g) for any primary account should be designated Dr
4. If there is any inconsistency between the credits 1o the reserve as shown in column (c) and the charges to O/E, a full explanation should be given.
5. Enter amounts representing amortization under an authorized amortization program other than for defense projects on lines 29 and 39
CREDITS TO RESERVE
During the year
Lme | Cross Account Balance Charges to Other Retire- Other Balance Line
No | Check at begiming operating credits ments debits at close No
of year expenses of year
year expenses
(a) (b) (c) (d) (e) (f -
ROAD
1 (3) Grading 32,659 2,871 0 -2,261 0 37,791 1
2 (4) Other, nght-of-way expentiures 961 56 0 -7 0 1,024 2
3 (5) Tunnels and subways 4,842 807 0 -29 0 5,678 3
4 (6) Bridges. trestles. and culverts 79,452 13,688 0 6,823 0 86.317 4
) (7) Elevated structures 2,748 0 0 =21 0 2,769 5
6 (8) Thes 218,373 40,488 0 18,394 0 240,46j7|7 6
7 (9) Rail and other trach material 169.145 59,613 244 47,142 678 181,182 7
8 (11) Batlast -16,678 23,544 0 13,613 0 -6.747 8
9 (13) Fences. snow sheds. and signs 961 129 0 0 0 1,090 9
10 (16) Station and office buildings 119,001 15.766 0 8,800 0 125,961 10
11 (17) Roadway buildings 5.052 355 0 -40 0 5,447 11
12 (18) Water stations 334 0 0 -3 0 337, 12
13 (19) Fuel stations 15,060 1.790 0 -106 0 16,956 13
14 (20) Shops and enginehouses 44,570 3,801 0 -401 0 48,772 14
15 (22) Storage warehouses 0 0 0 0 0 0] 15
16 (23) Wharves and dochs -28 23 0 -6 0 1 6
17 (24) Coal and ore whanes 26,359 1,293 0 -208 0 27.86 17
18 (25) TOFC/COFC tenmals 49,873 7.214 0 -328 0 57,415 18
19 (26) Communication systems 77,407 6,517 0 191 0 83,733 19
20 (27) Signals and interlochers 201,751 19,790 0 1.302 0 220,23 20
2] (29) Power plants 541 36 0 -5 0 582 21
22 (31) Power-transmission sysiems 8.625 834 0 =51 0 9,510 22
23 (35) Miscellaneous structures 1,046 92 0 -6 0 1.144 23
24 (37) Roadway machines 76,056 7,853 0 -363 0 84.272 24
25 (39) Public improvements-Construction 8.777 1,052 0 77 0 9,752 25
26 (44) Shop machinery * 31,304 3,219 0 -294 0 34,81 A 26
27 (45) Power-plant machinery 3214 13 0 -25 0 3,252 27
28 All other road accounts 26 0 0 167 0 -141 28
29 Amortization (Adjustments) 342,112 0 529 2,593 2,036 338,012 29
30 TOTAL ROAD 1,503,543 210,844 773 94,954 2,714 1,617,49 30
—TOUTMENT
31! (52) Locomotives 521,041 59.888 4,862 20.420 544 564,327 31
247" (53) Freight-train cars 378,776, 47,733 0 37416 0 389.093) 32
331+ (54) Passenger-tram cars 1,660 0 0 0 0 ] ,660' 33
341 * (55) Highway revenue equipment 724 0 0 -20 0 744] 34
351* (56) Floating equipment 0 0 0 0 0 of 35
6| * (57) Work cquipment 68,012 3,542 0 -1,988 29 73,513 36
371* (58) Miscellaneous equipment 29,381 4,964 0 -268 0 34,61 3' 37
(59) Computer systems and word
38 processing equipment 34,097 4.454 0 3,268 0 35.283' 38
39| * Amortization Adjustments -3 0 0 -3 0 OI 39
40 TOTAL EQUIPMENT 1,033,688 120,581 4,862 58.825 573 1,099,733 40
4] GRAND TOTAL 2,537.231 331,425 5,635 153,779 3,287 2,717.225 41
* To be reported with equipment expenses rather than W & S expenses
See notes page 39
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Notes to Schedule 335-Accumulated Depreciation-Road and Equipment Owned and Used

1 The credits to the reserve as shown in column (c) exceed charges to operating expenses due to the
capitalization of overhead costs:
Schedule 335 $331.425

Schedule 410 331425

2. Entries to Other Creduts (column d)
Roadway,
Salvage $244
Salvage Costs - Asset Impairment Reserves 529
Former Abandonment Sales Reserve Transfer
773

Equipment:
Salvage 4,862
Like-Kind transfer S

4.862

Total column (d) $5.635

3. Entries to Other Debuts (column f)

Roadway:

Removal Costs $678

Impairment Reserves - Removal 2.036
573

Freight & Work Equipment Adjustment
Impairment Reserve READ Transfer
Total column (f) $3.287

Railroad Annual Report R-1
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3524, INVESTMENT IN RAILROAD PROPERTY USED IN TRANSPORTATION SERYVICE (by Company)
(Dollars in Fhousands)

* Disclose "e invesiment In railway property usea 1 transporiation service ai ihe close of the year This invesiment represents the aggregate of progerty owned or leased by the responcent
ang used In the resoonaent’s fransportation service  Such property includes (a) the investmens reported in Accounts 731 “Road and Equipment Propety” and 732, “Improvements on Leasea
Sropery” of the resoondent, less any 731 or732 property leased to others or their exclusive use of road, track or bridges (including equipment or other railway property covered by the contract)

Squipment leased to otners under separate distinct contracts shall not be deducted from the respondent's 731 or 732 property and (b) the investment of other companies’ 731 or 732 property
(ircluaing operating ana lessor railroass) useo by the responaent when the lease i for exclusive use or control of roads, tracks or bridges (including equipment of other railway propeny
covered by the contract) This excludes leased equipment from operating raiiroads under separate distinct coniracis and the investment of other carners n property jomntly used by the responoent

2 Incolumrn (a) classify each company in tis schedule as respondent (R), lessor railroad (L). inactive or proprietary company (P) and other leasea properties (O)

3 Incolumn (a) to {e} inclusive first show the data requestea for the respondent (R) next the data for companies whose entire properties are used In transportation service of the respondeni
divided between lessor {L) and proprietary (P) compames, followed by data for camers and others (), portions of whose property are used in lransportation service of the respondent Show a
total for each class of company in column (d) and {e) Then show, as deductions, data for transportation property leased to camers and others

4 In column (c), hne-haul camers report the miles of road used in Iine-haul service Report miles 1n whole numbers

5 in column {d) snow the amount applicable in Accounts 731 and 732 on the books of the companion whose names appear in column (b) Values of property of camers segregated by estimaie or
otherwise should correspond in amount (o the deductions made by the owners in therr reports  If separate value 1s not available explanations should be given Differences between the amounts in
column (d) of this schedule and the amounts shown in column {c) hne 24. on the asset stde of the comparative general balance sheet of each individual railway. should be explained in a footnote
Book value included in Accounts 731 or 732 of the owner should be reported n column {d) in reference to the investment of the respondent in the secunties of the owner unless a good reason can
pe given for the conirary Methods of estimating (by capitalizing rentals at 6 percent or otherwrse) value of properiy of private owners, or portions of property of other carriers should be explaines
5 In colurn {e), show the amount of depreciation and amortization accrued as of the close of the year in Accounts 733 734, 735, 736, and 772, that is applicable to the property of the carrters
whose names are listed In column (b} rega-diess of where the reserves therefor are recorded

Depreciation and
Class Miles of road Investments amortization ol
Ime (See Name of company used (See Ins 4) In property defense projects I e
No Ins ) {whole numbers) (See Ins 5) (See lns 6) No
(a) (b} () (d) (e)
1 1
2 2
3 3
4 N/A - SEE SCHEDLULE 330 4
B 3
4] 6
7 7
H 8
9 Q
] 10
1 I
12 12
I3 I3
14 14
15 15
16 16
17 17
18 18
19 19
2 20
2 21
22 2
23 23
2 24
25 23
26 20
27 27
28 28
29 29
30 30
il 3l
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352B. INVESTMENT IN RAILWAY PROPERTY USED IN TRANSPORTATION SERV ICE
(Dollars in Thousands)

1 in columns (b} tnrough (e) give, by pmary accounts, the amount of investment at the close of the year in property of respondent and each group or class of companies and properties

2 The amounts for respondent and for each group or class of companies and properties on Line 44 herein, shoula correspond with the amounts for each class of company and properties shown in
Schedule 352A Conunuing records shall be mantained by respondent of the pnmary property accounts separately for each company of property included in the schedule

3 Repori on line 29 amounts representing capitalization of rentals for leased property based on 6 oercent per year where properly Is not classified by accounts by non-carrie: owners,

or where cost of property leased from otner camers 15 not ascertainable  Identify non-carner owners and briefly explain on page 37 methods of estimating value of property of non-carriers

or propeny of otner carners

4 Report on line 30 amounts not includible in the accounts shown, or in line 23 The items reporea should be bnefly identified and explaned Also Include here those tems afier permission 1s
obtained from the Commission for exceptions to prescribed accounting  Reference to such authority should be made when explaining the amounts reporied Respondents must not mate

arbitrary changes to the printed stub or column headings without specific authonty from the Commission

Line | Cross Accoumt Respondent Lessor Inactive Other e
No check Railroads | (proprietary Leased No
companies) Properties
(2) (b) (c) (d) (¢)
| (2) Land for transportation purposes 1
2 (3) Grading 2
3 (4) Other. nght-of-way expenditures 3
4 (5) Tunnels and subways N/A -SEE. SCHEDULE 330 3
s (6) Bndges. trestles, and culvens 5
6 (7) Elev ated structures o
7 (8) Ties 7
8 (9) Rail and other track matenial 8
9 (11) Ballast 9
10 (13) Fences. snow sheds. and signs 10
11 (16) Station and office bulldings 11
12 (17) Roadway buildings 12
13 (18) Water stations 13
14 19) Fuel s1iations 14
15 (20) Shops and enginchouses 15
16 (22} Storage warchouses 16
17 (23) Wharves and dochs 17
1R {24) Coal and ore wharves 18
19 (25) TOFC/COFC terminals 19
20 {26) Communication systems 20
2] (27) Signals and interlockers 2
n (29) Powner plants 22
23 (31) Power-transmisston sysicms 23
24 (35) Miscellaneous structures 24
25 ’ {37) Roadway machines 25
26 (39) Public improvements-Construction 206
27 (44} Shop machmen 27
28 (43) Power-piant machinen 28
29 Leased property capitalized 29
rental (explain)
30 Other (specify and explain) 30
31 TOTAL ROAD 3t
32 (52) Locomotives 32
33 (33) Freight-train cars 33
34 (54) Passenger-tran cars KL}
35 (33) Highway revenue equipment 33
36 (36) Floating equipment 36
37 (57) Work equipment 37
38 (58) Miscellancous cquipment 38
39 (59) Computer systems and word 39
processing equipment
40 TOTAL EQUIPMENT 40
4] (76) Interest during construction 41
12 (80) Other clements of investment 42
43 (90) Construction work tn progress 43
ER ) GRAND TOTAL 14
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Conrail Inc
R-1 Report to STB for Year 2000
Mileage Operated at Close of Year (Schs 700 & 702) and Train Switching Hours (Sch 755)

Schedules 700 & 702 - Mileage Operated at Close of Year 2000:

- Switching B
Road Other Main Yard Total
Delaware 1 1
New Jersey 831 24 154 1,009
Michigan 120 25 153 298
Pennsylvania 245 99 344
Grand Total 1197 49 406 1,652 * Note A

* Note A Total includes 609 miles of Trackage Rights

Schedule 755 Line 116 (9-02) Train Switching Hours:

11-12/31 89,047

Year 2000 89,047



