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NOTICE

1. This report is required for every class | railroad operating within the United States. Three copies of this Annual Report
should be completed. Two of the copies must be filed with the Surface Transportation Board, Office of Economics,
Environmental Analysis, and Administration, The Mercury Building, 1925 K St. N.W., Suite 500, Washington, DC 20423,
by March 31 of the year following that for which the report is made. One copy should be retained by the carrier.

2. Every inquiry must be definitely answered. Where the word “none” truly and completely states the fact, it should be given
as the answer. If any inquiry is inapplicable, the words “not applicable” should be used.

3. Wherever the space provided in the schedules in insufficient to permit a full and complete statement of the requested
information, inserts should be prepared and appropriately identified by the number of the schedule.

4. All entries should be made in a permanent black ink or typed. Those of a contrary character must be indicated in
parenthesis. Items of an unusual character must be indicated by appropriate symbols and explained in footnotes.

5. Money items, except averages, throughout the annual report form should be shown in thousands of dollars adjusted to
accord with footings. Totals for amounts reported in subsidiary accounts included in supporting schedules must be in
agreement with related primary accounts. For purposes of rounding, amounts of $500 but less than $1,000 should be raised
to the nearest thousand dollars, and amounts of less than $500 should be lowered.

6. Except where the context indicates some other meaning, the following terms when used in this Form have the following
meanings:

(a) Board means Surface Transportation Board .
(b) Respondent means the person or corporation in whose behalf the report is made .
(c) Year means the year ended December 31 for which the report is being made.

(d) Close of the Year means the close of business on December 31 for the year in which the report is being made. If
the report is made for a shorter period than one year, it means the close of the period covered by the report .

(e) Beginning of the Year means the beginning of business on January 1 of the year for which the report is being
made. If the report is made for a shorter period than one year, it means the beginning of that period .

(f)  Preceding Year means the year ended December 31 of the year preceding the year for which the report is made .

(g) The Uniform System of Accounts for Railroad Companies means the system of accounts in Part 1201 of Title 49,
Code of Federal Regulations, as amended.

7. The ICC Termination Act of 1995 abolished the Interstate Commerce Commission and replaced it with the Surface
Transportation Board. Any references to the Interstate Commerce Commission or Commission contained in this report refer
to the Surface Transportation Board.

8. Any references to the Bureau of Accounts or the Office of Economics contained in this report refer to the Office of
Economics, Environmental Analysis, and Administration of the Surface Transportation Board.

9. NOTE - An additional line has been added to Schedule 755 (Line 134) effective with the 2004 R-1. Also note that the
instructions for completion of Schedule 755 now have two additional items (Instructions U and V).

10. NOTE - The columns in Schedule 710-Distribution of Locomotive Units In Service of Respondent At Close Of Year,
Disregarding Year of Rebuilding have been revised to reflect new five year periods.

11. NOTE - The following supplemental information about STB information collections is provided in compliance with
OMB requirements and pursuant to the Paperwork Reduction Act of 1995, 44 U.S.C. 3501et seq.:

Supplemental Information about the Annual Report (R-1)



This information collection is mandatory pursuant to 49 U.S.C. 11145.

The estimated hour burden for filing this report is less than 800 hours.

Information in the Annual Reports is used to monitor and assess railroad industry growth, financial stability,
traffic, and operations and to identify industry changes that may affect national transportation policy. In
addition, the Board uses data from these reports to more effectively carry out regulatory responsibilities,
such as acting on railroad requests for authority to engage in Board regulated financial transactions (for
example, mergers, acquisitions of control, consolidations, and abandonments); conducting investigations
and rulemakings; conducting rail revenue adequacy proceedings; developing rail cost adjustment factors;
and developing the URCS, which is a cost measurement methodology. URCS was developed by the Board
pursuant to 49 U.S.C. 11161 and is used as a tool in rail rate proceedings to calculate the variable costs
associated with providing a particular service in accordance with 49 U.S.C. 10707(d). The Board also uses
the information that it obtains through the annual railroad industry waybill sample, see 49 CFR 1244, and in
railroad abandonment proceedings to measure off-branch costs, pursuant to 49 U.S.C. 10904(a) and in
accordance with 49 CFR 1152.32(n).

The information in this report is ordinarily maintained by the agency in hard copy for 10 years, after which
it is transferred to the National Archives, where it is maintained as a permanent record. These reports are
also maintained by the agency indefinitely on microfiche. In addition, some of this information is posted on
the Board's website, www.stb.dot.gov, where it may remain indefinitely. All information collected through
this report is available to the public.

The OMB control number for this collection is 2140-0009. The display of a currently valid OMB control
number is required by law.

Supplemental Information about the Quarterly Condensed Balance Sheet (CBS)
This information collection is mandatory under 49 CFR 1243.2.

The estimated hour burden for filing this report is six hours per report.

The Board uses the information in this report to ensure competitive, efficient, and safe transportation
through general oversight programs that monitor and forecast the financial and operating condition of
railroads, and through specific regulation of railroad-rate and service issues and rail-restructuring proposals,
including railroad mergers, consolidations, acquisitions of control, and abandonments. Information from
the reports is used by the Board, other Federal agencies, and industry groups, including the Association of
American Railroads, to assess industry growth and operations, detect changes in carrier financial stability,
and identify trends that may affect the national transportation system.

Information from these reports is compiled by the Board and published on its website, www.stb.dot.gov,
where it may be maintained indefinitely. The compilation report is entitled Class | Railroads, Selected
Earnings Data. In addition, paper copies of individual reports are maintained by the Board for ten years,
after which they are destroyed. All information collected through this report is available to the public.

The display of a currently valid OMB control number for this collection is required by law.

Supplemental Information about the Quarterly Report of Revenues, Expenses, and Income (Form RE&I)

This information collection is mandatory pursuant to 49 U.S.C. 11164 and 49 CFR 1243.1.

The estimated hour burden for filing this report is six hours per report.



The Board uses the information in this report to ensure competitive, efficient, and safe transportation
through general oversight programs that monitor and forecast the financial and operating condition of
railroads, and through regulation of railroad rate and service issues and rail restructuring proposals,
including railroad mergers, consolidations, acquisitions of control and abandonments. Information from the
reports is used by the Board, other Federal agencies and industry groups to monitor and assess industry
growth and operations, detect changes in carrier financial stability, and identify trends that may affect the
national transportation system. Individual and aggregate carrier information is needed in our decision
making process.

Information from these reports is compiled by the Board and published on its website, www.stb.dot.gov,
where it may be maintained indefinitely. The compilation report is entitled Class | Railroads, Selected
Earnings Data. In addition, paper copies of individual reports are maintained by the Board for ten years,
after which they are destroyed. All information collected through this report is available to the public.

The display of a currently valid OMB control number for this collection is required by law.

Supplemental Information about the Report of Railroad Employees, Service, and Compensation (Wage
Forms A & B)

This information collection is mandatory pursuant to 49 U.S.C. 11145 and 49 CFR 1245.2.

The estimated hour burden for filing this report is 30 hours per quarterly report and 40 hours per annual
report.

The Board uses information in this report to forecast labor costs and measure the efficiency of the reporting
railroads. The information is also used by the Board to evaluate proposed regulated transactions that may
impact rail employees. These transactions include mergers and consolidations, acquisitions of control,
purchases, and abandonments. Other Federal agencies and industry groups, including the Railroad
Retirement Board, the Bureau of Labor Statistics, and the Association of American Railroads, depend on
the information contained in the reports to monitor railroad operations.

Certain information from the reports is compiled and published on the Board's website, www.stb.dot.gov,
where it may be maintained indefinitely. In addition, paper copies of individual reports are maintained by
the Board for ten years, after which they are destroyed. All information collected through this report is
available to the public.

The OMB control number for this collection is 2140-0004. The display of a currently valid OMB control
number is required by law.

Supplemental Information about the Monthly Report of Number of Employees of Class | Railroads (Wage

Form C)

This information collection is mandatory pursuant to 49 U.S.C. 11145 and 49 CFR 1246.1.
The estimated hour burden for filing this report is 1.25 hours per monthly report.

The Board uses information in this report to forecast labor costs and measure the efficiency of the reporting
railroads. The information is also used by the Board to evaluate proposed regulated transactions that may
impact rail employees, including mergers and consolidations, acquisitions of control, purchases, and
abandonments. Other Federal agencies and industry groups, including the Railroad Retirement Board, the
Bureau of Labor Statistics, and the Association of American Railroads, depend on the information
contained in the reports to monitor railroad operations.



The information in this report is compiled and published on the Board's website, www.stb.dot.gov, where it
may be maintained indefinitely. In addition, paper copies of individual reports are maintained by the Board
for ten years, after which they are destroyed. All information collected through this report is available to the
public.

The OMB control number for this collection is 2140-0007. The display of a currently valid OMB control
number is required by law.

Supplemental Information about the Annual Report of Cars Loaded and Cars Terminated (Form STB-54)
This information collection is mandatory pursuant to 49 U.S.C. 11162 and 49 CFR 1247.
The estimated hour burden for filing this report is four hours per report.

The Board uses information in this report to forecast labor costs and measure the efficiency of the reporting
railroads. Information in this report is entered into the Board's URCS. In addition, many other Federal
agencies and industry groups, including the Department of Transportation and the Association of American
Railroads (AAR), depend on Form STB-54 for information regarding the number of cars loaded and
terminated on the reporting carrier's line.

All information collected through this report is available to the public. Paper copies of individual reports
are maintained by the Board for ten years, after which they are destroyed.

The OMB control number for this collection is 2140-0011. The display of a currently valid OMB control
number is required by law.

Supplemental Information about the Quarterly Report of Freight Commodity Statistics (Form QCS)
This information collection is mandatory pursuant to 49 U.S.C. 11145 and 49 CFR 1248.

The estimated hour burden for filing this report is 217 hours per report.

Information in this report is entered into the Board's URCS.

All information collected through this report is available to the public. Paper copies of individual reports
are maintained by the Board for ten years, after which they are destroyed.

The OMB control number for this collection is 2140-0001. The display of a currently valid OMB control
number is required by law.

For Index, See Back of Form
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SPECIAL NOTICE

Docket No. 38559, Railroad Classification Index, (ICC served January 20, 1983), modified the reporting
requirements for Class Il, Class I11, and Switching and Terminal Companies. These carriers will notify the Board
only if the calculation results in a different revenue level than its current classification.

The dark borders on the schedules represents data that are captured by the Board.

It is estimated that an average of 800 burden hours per response are required to complete this collection of
information. This estimate includes time for reviewing instructions, searching existing data sources, gathering and
maintaining the data needed, and completing and reviewing the collection of information. Comments concerning
the accuracy of this burden estimate or suggestions for reducing this burden should be directed to the Office of the

Secretary, Surface Transportation Board.

Railroad Annual Report R-1
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A. SCHEDULES OMITTED BY RESPONDENT

1. The respondent, at its option, may omit pages from this report provided there is nothing to report or the schedules are not applicable.
2. Show the pages excluded, as well as the schedule number and title, in the space provided below.
3. If no schedules were omitted, indicate "NONE".

Page Schedule No. Title

NONE

Railroad Annual Report R-1
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B. IDENTITY OF RESPONDENT

Answers to the questions asked should be made in full, without reference to data returned on the corresponding
page of previous reports. In case any changes of the nature referred to under inquiry 4 on this page have taken place
during the year covered by this report, they should be explained in full detail.

1. Give the exact name of the respondent in full. Use the words "The" and "Company" only when they are parts of
the corporate name. Be careful to distinguish between railroad and railway. The corporate name should be given
uniformly throughout the report, notably on the cover, on the title page, and in the "Verification." If the report is
made by receivers, trustees, a committee of bondholders, or individuals otherwise in possession of the property, state
names and facts with precision. If the report is for a consolidated group, pursuant to Special Permission from the
Board, indicate such fact on line 1 below and list the consolidated group on page 4.

2. If incorporated under a special charter, give date of passage of the act; if under a general law, give date of filing
certificate of organization; if a reorganization has been effected, give date of reorganization. If a receivership or other
trust, also give date when such receivership or other possession began. If a partnership, give date of formation and
also names in full of present partners.

3. State the occasion for the reorganization, whether by reason of foreclosure of mortgage or otherwise, according to
the fact. Give date of organization of original corporation and refer to laws under which organized.

1. Exact name of common carrier making this report: _CSX Transportation, Inc. (consolidated)

2. Date of incorporation: January 26, 1944
3. Under laws of what Government, State, or Territory organized? If more than one, name all. If in bankruptcy,
give court of jurisdiction and dates of beginning of receivership and of appointment of receivers of trustees:
Virginia

4. If the repondent was reorganized during the year, involved in a consolidation or merger, or conducted its
business under a different name, give full particulars:

STOCKHOLDERS' REPORTS

5. The respondent is required to send the Office of Economic and Environmental Analysis, immediately upon
preparation, two copies of its latest annual report to stockholders.

Check appropriate box:
[ ] Two copies are attached to this report.

[ ] Two copies will be submitted on:

(date)
[ X ] No annual report to stockholders is prepared.

Railroad Annual Report R-1
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C. VOTING POWERS AND ELECTIONS - Continued
10. State the total number of votes cast at the latest general meeting for the election of the respondent: 9,061,038 votes cast.

11. Give the date of such meeting: April 27, 2009

12. Give the place of such meeting: ~ Votes cast by unanimous written consent.

NOTES AND REMARKS

The consolidated financial statements and supporting schedules included in this annual report include CSX

Transportation, Inc. and the following subsidiaries:

Allegheny and Western Railway Company
Appalachian and Ohio Railroad, Inc.

Atlanta, Knoxville & Northern Railway Company
Atlantic Land and Improvement Company, The

Baltimore and Cumberland Valley Rail Road Extension Company, The

Baltimore and Ohio Chicago Terminal Railroad Company, The
Buffalo, Rochester and Pittshburgh Railway Company
Carrollton Railroad, The

Cincinnati Inter-Terminal Railroad Company, The
CSX Capital Management, Inc.

CSX Realty Development, LLC

CSX Transportation International, Inc.

CSX Transportation Terminals, Inc.

CSXT Intellectual Properties Corporation

Curtis Bay Company

Dayton and Michigan Railroad Company
Dependable Rail Service, Inc.

Distribution Services, Inc.

DOCP Holdings, Inc.

Energy Resources and Logistics, Inc.

Evansville Western Railway, Inc.

FGMR, Inc.

Four Rivers Finance Co., Inc.

Four Rivers Transportation, Inc.

Fruit Growers Dispatch, Inc.

Fruit Growers Express Company

Gainesville Midland Railroad Company
Georgetown and High Line Railway Company, LLC
Harborshore at Boca Bay Development Corporation
Holston Land Company, Incorporated

Home Avenue Railroad Company, The

Indiana Rail Road Company, The

James Center Development Company

L&N Investment Corporation

Lake Erie and Detroit River Railway Company, The
Lakefront Dock and Railroad Terminal Company, The
Lakeland City Center, Inc.

Mahoning State Line Railroad Company

Midland United Corporation

Neville Island Terminal Railway Company, The
NOLA Natural Resources, LLC

North Charleston Terminal Company

NYC Pere Marquette LLC

Paducah and Louisville Railway, Inc.

Rail One Corporation

Rail Wagons - 11, Inc.

Rail Wagons, Inc.

RDC Projects, LLC

Real Estate and Improvement Company of Baltimore City, The
Richmond, Fredericksburg & Potomac Railway Company
Savannah Harbor, LLC

Seaboard Coast Line Railway Supplies, Inc.

St. Lawrence & Adirondack Railway Company

Staten Island - Arlington, Inc.

Staten Island Railroad Corporation, The

Three Rivers Railway Company, The

Toledo Ore Railroad Company, The

TransKentucky Transportation Railroad, Inc.
Tylerdale Connecting Railroad Company, The
Unified Services, Inc.

Railroad Annual Report R-1
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200. COMPARATIVE STATEMENT OF FINANCIAL POSITION - ASSETS
(Dollars in Thousands)
Line | Cross Account Title Balance at Balance at Line
No. | Check close of year | beginning of year| No.
(@) (b) (©)
Current Assets
1 701 Cash 29,825 63,276 1
2 702 Temporary cash investments - 11| 2
3 703 Special deposits - - 3
Accounts receivable
4 704 - Loan and notes - - 4
5 705 - Interline and other balances 25,179 19,288 5
6 706 - Customers 51,791 477,023 6
7 707 - Other 140,614 160,437 7
8 708, 709 - Accrued accounts receivables 313,679 426,841 8
9 708.5 - Receivables from affiliated companies 368,719 - 9
10 709.5 - Less: Allowance for uncollectible accounts (42,846) (67,755)| 10
11 710, 711, 714 |Working funds prepayments deferred income tax debits 164,711 206,875 | 11
12 712 Materials and supplies 203,345 216,696 | 12
13 713 Other current assets 4,812 14,824 | 13
14 TOTAL CURRENT ASSETS 1,259,829 1517516 | 14
Other Assets
15 715, 716, 717 |Special funds - - 15
16 721,7215 |Investments and advances affiliated companies 16
(Schs. 310 and 310A) 566,091 526,693
17 722,723 Other investments and advances 1 1] 17
18 724 Allowances for net unrealized loss on noncurrent 18
marketable equity securities - Cr. - -
19 737,738  |Property used in other than carrier operation 19
(Less depreciation) $16,161 CY and $7,194 PY 100,332 109,389
20 739, 741  |Other assets 5,571 5,652 | 20
21 743 Other deferred debits 69,622 70,477 | 21
22 744 Accumulated deferred income tax debits - 22
23 TOTAL OTHER ASSETS 741,617 712,212 | 23
Road and Equipment
24 731,732 |Road (Sch. 330) L-30Colh &b 21,845,318 21,066,035 | 24
25 731,732  |Equipment (Sch 330) L-30Colh &b 7,471,448 7,514,399 | 25
26 731,732 |Unallocated items 305,839 261,338 | 26
27 733,735 |Accumulated depreciation and amortization 27
(Schs. 335, 342, 351) (7,170,991) (6,886,178)
28 Net Road and Equipment 22,451,614 21,955,594 | 28
29 TOTAL ASSETS 24,453,060 24,185,322 | 29

NOTES AND REMARKS

Railroad Annual Report R-1
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200. COMPARATIVE STATEMENT OF FINANCIAL POSITION - LIABILITIES AND SHAREHOLDER'S EQUITY

(Dollars in Thousands)

Line | Cross Account Title Balance at Balance at Line
No. | Check close of year | beginning of year| No.
(@) (b) (©)
Current Liabilities
30 751 Loans and notes payable 8,512 248 1 30
31 752 Accounts payable: Interline and other balances 30,005 26,295 | 31
32 753 Audited accounts and wages 72,322 77,653 | 32
33 754 Other accounts payable 153,419 136,043 | 33
34 755, 756 Interest and dividends payable 20,470 21931 | 34
35 757 Payables to affiliated companies 601,662 677,389 | 35
36 759 Accrued accounts payable 966,943 1,090,599 | 36
760, 761
37 761.5, 762 |Taxes accrued 196,910 223541 | 37
38 763 Other current liabilities 75,845 269,024 | 38
764 Equipment obligations and other long-term debt due
39 within one year 110,114 115,565 | 39
40 TOTAL CURRENT LIABILITIES 2,236,202 2,638,288 | 40
Non-Current Liabilities
41 765, 767 Funded debt unmatured 429,150 440,303 | 41
42 766 Equipment obligations 825,887 914,997 | 42
43 766.5 Capitalized lease obligations 10,334 16,724 | 43
44 768 Debt in default - - 44
45 769 Accounts payable: affiliated companies - - 45
46 770.1, 770.2 |Unamortized debt premium 68,990 74,573 | 46
47 781 Interest in default - - 47
48 783 Deferred revenues - transfers from govt. authorities - - 48
49 786 Accumulated deferred income tax credits 6,826,170 6,549,150 | 49
771,772,774,
50 775, 782, 784 |Other long-term liabilities and deferred credits 992,347 1,060,039 | 50
51 TOTAL NONCURRENT LIABILITIES 9,152,878 9,055,786 | 51
Shareholder's Equity
52 791,792 |Total capital stock 181,225 181,225 | 52
53 Common stock 181,225 181,225 | 53
54 Preferred stock - - 54
55 Discount on capital stock - - 55
56 794,795 |Additional capital 5,569,440 5,565,690 | 56
Retained earnings:
57 797 Appropriated - - 57
58 798 Unappropriated 7,210,821 6,651,389 | 58
798.1 Net unrealized loss on noncurrent marketable equity
59 securities 102,494 92,944 | 59
60 798.5 Less treasury stock - - 60
61 Net stockholders equity 13,063,980 12,491,248 | 61
62 TOTAL LIABILITIES AND SHAREHOLDER'S EQUIT 24,453,060 24,185,322 | 62

NOTES AND REMARKS

Railroad Annual Report R-1
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200. COMPARATIVE STATEMENT OF FINANCIAL POSITION - EXPLANATORY NOTES
(Dollars in Thousands)

The notes listed below are provided to disclose supplementary information on matters which have an important effect on the financial condition of the carrier.
The carrier shall give the particulars called for herein and where there is nothing to report, insert the word "none", and in addition thereto shall enter in
separate notes with suitable particulars other matters involving material amounts of the character commonly disclosed in financial statements under generally
accepted accounting principles, except as shown in other schedules. This includes statements explaining (1) service interruption insurance policies and
indicating the amount of indemnity to which respondent will be entitled for work stoppage losses and the maximum amount of additional premium respondent
may be obligated to pay in the event such losses are sustained by other railroads; (2) particulars concerning obligations for stock purchase options granted to
officers and employees; and (3) what entries have been made for net income or retained income restricted under provisions of mortgages and other
arrangements.

1. Amount (estimated, if necessary) of net income or retained income which has to be provided for capital expenditures, and for sinking funds, pursuant to
provisions of reorganization plans, mortgages, deeds of trust, or other contracts: $_0 .

2. Estimated amount of future earnings which can be realized before paying Federal income taxes because of unused and available net operating loss
carryover on January 1 of the year following that for which the reportismade: $_ 0 .

3. (@)  Explain the procedure in accounting for pension funds and recording in the accounts the current and past service pension costs, indicating
whether or not consistent with the prior year: See Note 4 on Page 14A .

(b)  State amount, if any, representing the excess of the actuarially computed value of vested benefits over the total of the pension fund: $_See
Note 4 on Page 14A .

(c) Is any part of pension plan funded? Specify. Yes__ X No

If funding is by insurance, give name of insuring company

If funding is by trust agreement, list trustee(s) Northern Trust

Date of trust agreement or latest amendment __ November 1, 2005

If respondent is affiliated in any way with the trustee(s), explain affiliation.
(d) List affiliated companies which are included in the pension plan funding agreement and describe basis for
allocating charges under the agreement. _See Note 4 on Page 14A .

(e) Is any part of the pension plan fund invested in stock or other securities of the respondent or its affiliates?
Specify

Yes No_ X .

If yes, give number of the shares for each class of stock or other security.

Avre voting rights attached to any securities held by the pension plan? Specify Yes__ X No .

If yes, who determines how stock is voted? _ The trustee, subject to approval and direction of Investment

Committee.

4. State whether a segregated political fund has been established as provided by the Federal Election Campaign Act of

1971 (18 U.S.C. 610). Yes No_ X

5. @) The amount of employer's contribution to employee stock ownership plans for the current year was $.6,224.
(b) The amount of investment tax credit used to reduce current income tax expense resulting from

contributions to qualified  employee stock ownership plans for the current year was $__ 0

6. In reference to Docket 37465, specify the total amount of business entertainment expenditures charged to the non-
operating expense account: $__ 0 .

Continued on following page

Railroad Annual Report R-1




8 Road Initials: CSXT Year: 2009
200. COMPARATIVE STATEMENT OF FINANCIAL POSITION - EXPLANATORY NOTES - Continued

7. Give particulars with respect to contingent assets and liabilities at the close of the year, in accordance with instruction 5-6 in the Uniform System of
Accounts for Railroad Companies, that are not reflected in the amounts of the respondent.

Disclose the nature and amount of contingency that is material.

Examples of contingent liabilities are items which may become obligations as a result of pending or threatened litigation, assessments or possible
assessments of additional taxes, and agreements or obligations to repurchase securities or property. Additional pages may be added if more space is needed.
(Explain and/or reference to the following pages.)

See Note 4 on page 12A.

(a) Changes in valuation accounts.

8. Marketable equity securities.

Dr. (Cr.) Dr. (Cr.) to
Cost Market to Income Stockholder's Equity
(Current Yr.) Current Portfolio - - - N/A
as of 12/28/2007 Noncurrent Portfolio - - N/A -
(Previous Yr.) Current Portfolio - - N/A N/A
as of 12/28/2007 Noncurrent Portfolio - - N/A N/A

At 12/26/2008, gross unrealized gains and losses pertaining to marketable equity securities were as follows:

Gains Losses
Current $ - $ -
Noncurrent $ - $ -
A net unrealized gain (loss) of $ 0 on the sale of marketable securities was included in net income for _ N/A _(year).
The cost of securities was based on the N/A (method) cost of all the shares of each security held at time of sale.

Significant net realized and net unrealized gains and losses arising after date of the financial statements but prior to the filing, applicable to marketable equity
securities owned at balance sheet date shall be disclosed below:

NOTE: 12/26/2008 (date) Balance sheet date of reported year unless specified as previous year.

Railroad Annual Report R-1
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NOTE 1. Nature of Operations and Significant Accounting Policies
Nature of Operations

CSX Transportation, Inc. (“Respondent”) provides an important link to the transportation supply chain through its
approximately 21,000 route mile rail network, which serves major population centers in 23 states east of the Mississippi
River, the District of Columbia and the Canadian provinces of Ontario and Quebec. It serves 70 ocean, river and lake ports
along the Atlantic and Gulf Coasts, the Mississippi River, the Great Lakes and the St. Lawrence Seaway. The Respondent also
serves thousands of production and distribution facilities through track connections to more than 240 short-line and regional
railroads. The Respondent is a wholly owned subsidiary of CSX Corporation (“CSX”).

Rail shipments include merchandise, automotive products, and coal, coke and iron ore. Service groups as a percent
of rail revenue are as follows:

2009 2008
Merchandise 56%0 56%
Coal, Coke and Iron Ore 35% 34%
Automotive 7% 8%
Other 2% 2%
Total 100% 100%

The Respondent’s merchandise business is the most diverse market with nearly 2.1 million carloads per year of
aggregates (which includes crushed stone, sand and gravel), metal, phosphate, fertilizer, food, consumer (manufactured
goods and appliances), agricultural, paper and chemical products.

The Respondent’s coal business delivered approximately 1.6 million carloads of coal, coke and iron ore to electricity
generating power plants, ocean, river and lake piers and terminals, steel makers and industrial plants. The Respondent
transports almost one-third of every ton of coal used for generating electricity in the areas it serves.

The Respondent’s automotive business delivers both finished vehicles and auto parts. The Respondent delivers
approximately 30% of North America’s light vehicles, serving both domestic manufacturers and the increasing number of
global manufacturers that produce cars in the United States.

Other revenue includes revenue from regional subsidiary railroads, demurrage, switching and other incidental
charges. Revenue from regional railroads includes shipments by railroads that the Respondent does not directly operate.
Demurrage represents charges assessed when freight cars are held beyond a specified period of time. Switching revenue is
generated when the Respondent switches cars between trains for a customer or another railroad.

Basis of Presentation

In the opinion of management, the accompanying consolidated financial statements contain all nhormal, recurring
adjustments necessary to present fairly the financial position of the Respondent and its subsidiaries at December 2009 and
December 2008, and the consolidated statements of income, cash flows and changes in shareholder’s equity for fiscal years
2009 and 2008. Certain prior-year data have been reclassified to conform to the 2009 presentation.

Fiscal Year

The Respondent follows a 52/53 week fiscal reporting calendar. This fiscal calendar allows every quarter to
consistently end on a Friday and to be of equal duration (13 weeks), resulting in a 52 week fiscal year. To maintain this type
of reporting calendar, however, every sixth or seventh year (depending on the Gregorian calendar and when leap year falls),
an extra week will be included in the fourth quarter (a 14-week fiscal quarter) and, therefore, that full fiscal year will have 53
weeks. The next 53 week fiscal year will be 2010, which will end on December 31, 2010.

Fiscal years 2009 and 2008 each consisted of 52 weeks ending on December 25, 2009 and December 26, 2008,
respectively. Except as otherwise specified, references to full year indicate the Respondent’s fiscal periods ended on these
dates.

Principles of Consolidation

The consolidated financial statements include results of operations of the Respondent and subsidiaries over which
CSX has majority ownership or financial control. All significant intercompany accounts and transactions have been eliminated.
Most investments in companies that were not majority-owned were carried at cost (if less than 20% owned and the
Respondent has no significant influence) or equity (if the Respondent has significant influence).
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C. VOTING POWERS AND ELECTIONS

1. State the par value of each share of stock: Common $___20 _ per share, first preferred $ per share, second preferred $
stock $ per share.

per share, debenture

2. State whether or not each share of stock has the right to one vote. If not, give full particulars in a footnote. [X] Yes [ ]No

3. Avre voting rights proportional to holdings: [X] Yes [ ] No. If no, state in a footnote the relation between holdings and corresponding voting rights.

4. Are voting rights attached to any securities other than stocks: [ ] Yes [X] No. If yes, name in a footnote each security, other than stock, to which voting
rights are attached (as of the close of the year), and state in detail the relationship between holdings and corresponding voting rights, indicating whether voting
rights are actual or contingent and, if contingent, showing the contingency.

5. Has any class or issue of securities any special privileges in the election of directors, trustees, or managers, or in the determination of corporate action by any
method? [ ]Yes [X]No. Ifyes, describe fully in a footnote each such class or issue and give a succinct statement showing clearly the character and extent of
such privileges.

6. Give the date of the latest closing of the stock book prior to the actual filing of this report, and state the purpose of such closing.

Books Not Closed

7. State the total voting power of all security holders of the respondent at the date of such closing, if within one year of the date of such filing; if not, state as of
the close of the year. 9,061,038 votes, as of December 25, 2009 (date).

8. State the total number of stockholders of record, as of the date shown in answer to inquiry No. 7. One stockholders.

9. Give the names of the 30 security holders of the respondent who, at the date of the latest closing of the stock book or compilation of list of stockholders of
the respondent (if within one year prior to the actual filing of this report), had the highest voting powers in the respondent, showing for each, his or her address, the
number of votes he or she would have had a right to cast on that date had a meeting then been in order, and the classification of the number of votes to which he or
she was entitled, with respect to securities held by him or her, such securities being classified as common stock, second preferred stock, first preferred stock, and
other securities (stating in a footnote the names of such other securities, if any). If any such holder held in trust, give (in a footnote) the particulars of the trust. In
the case of voting trust agreements, give as supplemental information the names and addresses of the 30 largest holders of the voting trust certificates and the
amount of their individual holdings. If the stock book was not closed or the list of stockholders compiled within such year, show such 30 security holders at the
close of the year.

Number of Votes, Classified With
Number of Votes Respect to Securities on Which Based
to Which Stock Line
Line Name of Address of Security Holder Preferred No.
No. Security Holder Security Holder Was Entitled Common Second First
(©)] (b) © (d) (&) (U]

1 CSX Corporation Jacksonville, FL 9,061,038 9,061,038 1

2 2

3 3

4 4

5 5

6 6

7 7

8 8

9 9
10 10
11 11
12 12
13 13
14 14
15 15
16 16
17 17
18 18
19 19
20 20
21 21
22 22
23 23
24 24
25 25
26 26
27 27
28 28
29 29
30 30
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NOTE 1. Nature of Operations and Significant Accounting Policies, Continued

Cash and Cash Equivalents

The Respondent participates in the CSX cash management plan, under which excess cash is advanced to CSX for
investment. CSX then makes cash available to the Respondent as needed. Cash and cash equivalents consists of cash in
banks and highly liquid investments having a typical maturity date of three months or less at the date of acquisition. Cash
equivalents are carried at cost, which approximates market value.

Allowance for Doubtful Accounts

The Respondent maintains an allowance for doubtful accounts on uncollectible amounts related to freight receivables,
public project receivables (work done by the Respondent on behalf of a government agency), claims for damages and other
various receivables. The allowance is based upon the creditworthiness of customers, historical experience, the age of the
receivable and current market and economic conditions. Uncollectible amounts were charged against the allowance account.
The allowance for doubtful accounts is netted against accounts receivable.

Materials and Supplies

Materials and Supplies in the Schedule 200 are carried at average costs and consist primarily of fuel and parts used
in the repair and maintenance of the Respondent’s freight car and locomotive fleets, equipment and track structure.

Properties

All properties were stated at historical cost less an allowance for accumulated depreciation. The Respondent
depreciates its rail assets, including main-line track, locomotives and freight cars, using the group-life method of accounting.
The group-life method aggregates assets with similar lives and characteristics into groups and depreciates each of these
groups as a whole. Regulations enforced by the Surface Transportation Board (“STB”) of the U.S. Department of
Transportation require periodic formal studies of ultimate service lives (“life studies”) for all railroad assets. Factors taken into
account during a life study include:

e statistical analysis of historical life and salvage data for each group of property;

e statistical analysis of historical retirements for each group of property;

e evaluation of current operations;

e evaluation of technological advances and maintenance schedules;

. previous assessment of the condition of the assets and outlook for their continued use;

e expected net salvage to be received upon retirement; and

e comparison of assets to the same asset groups with other companies.

The results of the life study process determine the service lives for each asset group under the group-life method.
These studies are conducted by a third party expert and are analyzed by the Respondent's management. Resulting changes in
service life estimates are subject to review and approval by the STB. Road assets, including main-line track, have estimated
service lives ranging from 6 years for system roadway machinery to 75 years for tunnels. Equipment assets, including
locomotives and freight cars, have estimated service lives ranging from 6 years for motor vehicles to 35 years for work
equipment.

Changes in asset lives due to the results of the life studies are applied at the completion of the life study and
continue until the next required life study. The life studies may also indicate that the recorded amount of accumulated
depreciation is deficient (or in excess) of the amount indicated by the study. Any such deficiency (or excess) amount is
amortized as a component of depreciation expense over the remaining useful life of the asset group until the next required life
study.

The majority of non-rail property is depreciated using the straight-line method on a per asset basis. The
depreciable lives of non-rail property are periodically reviewed by the Respondent and any changes are applied on a
prospective basis. Amortization expense recorded under capital leases is included in depreciation expense on the Schedule
210.

For retirements or disposals of depreciable rail assets that occur in the ordinary course of business, the asset cost
(net of salvage value or sales proceeds) is charged to accumulated depreciation and no gain or loss is recognized. For
retirements or disposals of non-rail depreciable assets, infrequent disposal of rail assets outside the normal course of business
and all dispositions of land, the resulting gains or losses are recognized at the time of disposal. Expenditures that significantly
increase asset values or extend useful lives are capitalized. Repair and maintenance expenditures are charged to operating
expense when the work is performed.

Properties and other long-lived assets are reviewed for impairment whenever events or business conditions indicate
the carrying amount of such assets may not be fully recoverable. Initial assessments of recoverability are based on estimates
of undiscounted future net cash flows associated with an asset or a group of assets in accordance with the Property, Plant,
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NOTE 1. Nature of Operations and Significant Accounting Policies, Continued

and Equipment Topic in the Accounting Standards Codification (“ASC”). Where impairment is indicated, the assets are
evaluated and their carrying amount is reduced to fair value based on undiscounted net cash flows or other estimates of fair
value.

Revenue and Expense Recognition

The Respondent recognizes freight revenue using Free-On-Board (“FOB™) Origin pursuant to Revenue Recognition
Topic in the ASC. Accounting guidance in this topic provides for the allocation of revenue between reporting periods based on
relative transit time in each reporting period. Expenses are recognized as incurred.

The certain key estimates included in the recognition and measurement of revenue and related accounts receivable
under the policies described above are as follows:

. revenue associated with shipments in transit, which are based on historical freight car movement data as
well as average cycle times to move commodities from their origin to their final destination or interchange;

e future adjustments to revenue or accounts receivable for billing corrections, billing discounts, bad debts and
allowances for doubtful accounts;

e future adjustments to revenue for overcharge claims filed by customers, which are based on historical cash
paid to customers for rate overcharges as a percentage of total billing; and

. incentive-based refunds to customers, which are primarily based on customers achieving certain volume
thresholds and are recorded as a reduction to revenue on the basis of management’s best estimate of the
projected liability. This estimate is based on historical activity, current volume levels and a forecast of
future volume.

The Respondent regularly updates the estimates described above based on historical experience. All other revenue,
such as demurrage, switching and other incidental charges is recorded upon completion of the service.

Other Income - net

Other Income — net consists of interest income, income from real estate, noncontrolling interest income (expense)
and other miscellaneous income (expense). Real estate sales were $19 million and $26 million in 2009 and 2008,
respectively.

Comprehensive Earnings

The Respondent reports comprehensive earnings (loss) in accordance with the Comprehensive Income Topic in the
ASC, in the Schedule 220. Comprehensive earnings is defined as all changes in the shareholder’s equity during a period,
other than those resulting from investments by and distributions to the shareholder (e.g., issuance of equity securities and
dividends). At December 2009 and 2008, Accumulated Other Comprehensive Loss consisted of adjustments for pension and
other post-retirement liabilities.

New Accounting Pronouncements and Changes in Accounting Policy

In 2009, the Financial Accounting Standards Board (“FASB”) issued Statement of Financial Accounting Standard
(“SFAS™) No. 168, The FASB Accounting Standards Codification and the Hierarchy of Generally Accepted Accounting Principles,
a replacement of FASB Statement No. 162. This statement modifies the Generally Accepted Accounting Principles (“GAAP”)
hierarchy by establishing only two levels of GAAP, authoritative and nonauthoritative accounting literature. The FASB
Accounting Standards Codification (“ASC”), also known collectively as the “Codification,” is considered the single source of
authoritative U.S. accounting and reporting standards, except for additional authoritative rules and interpretive releases
issued by the Securities and Exchange Commission (“SEC”). Nonauthoritative guidance and literature would include, among
other things, FASB Concepts Statements, American Institute of Certified Public Accountants Issue Papers and Technical
Practice Aids and accounting textbooks. The Codification was developed to organize GAAP pronouncements by topic so that
users can more easily access authoritative accounting guidance. It is organized by topic, subtopic, section, and paragraph,
each of which is identified by a numerical designation. This statement was effective in third quarter 2009. All accounting
references have been updated, and therefore SFAS references have been replaced with each respective ASC topic.

In 2009, the Financial Instruments Topic in the ASC requires disclosures about fair value of financial instruments in
quarterly reports as well as in annual reports. For the Respondent, this statement applies to certain investments and long-
term debt. Additionally, the fair value of pension plan assets is required to be disclosed annually. This standard built upon
guidance related to fair value disclosures issued during 2007. These statements define fair value, provide guidance on fair
value measurement and give companies the option to either report financial instruments and certain other items at fair value
or disclose the fair value versus the carrying value in the footnotes for these items. The Respondent was not materially
impacted by these statements.
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NOTE 1. Nature of Operations and Significant Accounting Policies, Continued

In 2009, the Consolidation Topic in the ASC revised the accounting treatment for noncontrolling interests of partially-
owned subsidiaries. Noncontrolling interests represent the portion of earnings that is not within the parent company’s control.
These amounts are now required to be reported as equity instead of as a liability on the balance sheet. This change resulted
in a $20 million reclassification from other long-term liabilities to shareholders’ equity on the December 2008 Consolidated
balance sheet and is primarily related to the Respondent’s investments in Four Rivers Transportation Inc. and The Indiana Rail
Road Company. Additionally, this statement requires net income from noncontrolling interests to be shown separately on the
consolidated income statements. These amounts are not material for the Respondent and therefore are not shown
separately.

Use of Estimates

The preparation of financial statements in conformity with accounting principles generally accepted in the United

States requires that management make estimates in reporting the amounts of certain assets and liabilities, the disclosure of
contingent assets and liabilities at the date of the financial statements and the reported amount of certain revenues and
expenses during the reporting period. Actual results may differ from those estimates. Critical accounting estimates using
management judgment are made for the following areas:

e casualty, environmental and legal reserves (see Note 2, Casualty, Environmental and Other Reserves);

. pension and post-retirement medical plan accounting (see Note 4, Employee Benefit Plans);

. depreciation policies for assets under the group-life method (see “Properties” in this note); and

. income taxes.

NOTE 2. Casualty, Environmental and Other Reserves

Activity related to casualty, environmental and other reserves is as follows:

Casualty Separation Environmental Other

(Doallars in Millions) Reserves Liabilities Reserves Reserves Total

Balance December 28, 2007 $ 524 $ 929 $ 98 $ 45 % 766
Charged to Expense 89 - 39 44 172
Change in Estimate - - - - -

Payments (85) (16) (38) (41) (180)
Balance December 26, 2008 $ 528 $ 83 $ 29 3 48 $ 758
Charged to Expense (66) - 26 21 (19)
Change in Estimate @ @az7) - - a27)
Payments 77 (14) (29) (29) 5
Balance December 25, 2009 $ 412 $ 69 $ 96 $ 40 $ 617

(a) Personal injury accounted for $84 million of the total $127 million change in estimate. The remaining $43 million is attributable to
occupational reserves.

Casualty, environmental and other reserves were determined to be critical accounting estimates due to the need for
significant management judgments. They are provided for in the Consolidated Balance Sheets as follows:

December 25, 2009 December 26, 2008
(Ddllars in Millions) Current Long-term Total Current Long-term Total
Casualty $ 102 $ 310 $ 412 $ 123 $ 405 $ 528
Separation 15 54 69 15 68 83
Environmental 36 60 96 42 57 99
Other 15 25 40 31 17 48
Total $ 168 $ 449 $ 617 $ 211 $ 547 $ 758

Details with respect to each type of reserve are described below. Actual settlements and claims received could
differ. The final outcome of these matters cannot be predicted with certainty. Considering the legal defenses available, the
liabilities that have been recorded and other factors, it is the opinion of management that none of these items, when finally
resolved, will have a material effect on the Company’s financial condition, results of operations or liquidity. Should a number
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NOTE 2. Casualty, Environmental and Other Reserves, Continued

of these items occur in the same period, however, they could have a material effect on the financial condition, results of
operations or liquidity in that particular period.

Casualty

Casualty reserves represent accruals for personal injury and occupational injury claims. These claims are insured by
an affiliate of the Respondent, CSX Insurance, and a receivable of $49 million and $68 million in 2009 and 2008, respectively,
has been recorded in Due to Affiliate in the Consolidated Balance Sheets. Currently, no individual claim is expected to exceed
the Respondent’s self-insured retention amount of $25 million. To the extent the value of an individual claim exceeds the self-
insured retention amount, the Respondent would present the liability on a gross basis with a corresponding receivable for
insurance recoveries. Personal injury and occupational claims are presented on a gross basis and in accordance with the
Contingencies Topic in the ASC. These reserves fluctuate with independent third-party estimates, which are reviewed by
management, and the timing of payments.

Defense and processing costs, which historically have been insignificant and are anticipated to be insignificant in the
future, are not included in the recorded liabilities. The Respondent is presently self-insured for personal injury and
occupational-related claims.

Personal Injury

Personal injury reserves represent liabilities for employee work-related and third-party injuries. Work-related
injuries for the Respondent’s employees are primarily subject to the Federal Employers’ Liability Act (“FELA™).

The Respondent retains an independent actuarial firm to assist management in assessing the value of personal injury
claims and cases. An analysis is performed by the independent actuarial firm semiannually and is reviewed by management.
The methodology used by the actuary includes a development factor to reflect growth or reduction in the value of these
personal injury claims. It is based largely on the Respondent’s historical claims and settlement experience. Actual results
may vary from estimates due to the type and severity of the injury, costs of medical treatments and uncertainties in litigation.

Claims have shown a continued downward trend in the number of injuries, resulting in a continued reduction of the
Company’s Federal Railroad Administration (“FRA”) personal injury rate. This reduction is a direct result of the Company’s
improvement in safety. Additionally, the trend in the severity of injuries has significantly declined. During 2009, the Company
reduced personal injury reserves by $84 million based on management’s review of the actuarial analysis performed by an
independent actuarial firm. These reductions were included in materials, supplies and other in the consolidated income
statements.

Occupational

Occupational claims arise from allegations of exposures to certain materials in the workplace, such as asbestos,
solvents (which include soaps and chemicals) and diesel fuels or allegations of chronic physical injuries resulting from work
conditions, such as repetitive stress injuries, carpal tunnel syndrome and hearing loss.

Reserves for asbestos related claims were $93 million and $121 million at December 2009 and December 2008,
respectively. Reserves for all other occupational claims were $63 million and $80 million at December 2009 and December
2008, respectively.

Asbestos

The Respondent is party to a number of occupational claims by employees alleging exposure to asbestos in the
workplace. The heaviest possible exposure for employees resulted from work conducted in and around steam locomotive
engines that were largely phased out beginning around the 1950s. Other types of exposures, however, including exposure
from locomotive component parts and building materials, continued until it was substantially eliminated by 1985. Diseases
associated with asbestos typically have long latency periods (amount of time between exposure to a disease and the onset of
the disease) which can range from 10 years to 40 years after exposure.

The Respondent retains a third-party specialist with extensive experience in performing asbestos and other
occupational studies to assist management in assessing the value of the Company’s reserves. The analysis is performed by
the specialist semi-annually and is reviewed by management. The objective of the analysis is to determine the number of
estimated incurred but not reported (“IBNR”) claims and the estimated average cost per claim to be received over the next
seven years. Seven years was determined by management to be the time period in which probable claim filings and claim
values could be estimated with more certainty.

The Respondent, with the assistance of the third-party specialist, determines its potentially exposed population and
is then able to calculate the estimated number of IBNR claims. The estimated average cost per claim is then determined
utilizing recent actual average cost per claim data and national industry data. Key elements of the assessment include the
following:
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e An estimate is computed using a ratio of Respondent employee data to national employment for select years
during the period 1938-2001. The Respondent uses railroad industry historical census data because it does
not have detailed employment records in order to compute the population of potentially exposed employees.

e The projected incidence of disease is estimated based on epidemiological studies using employees’ age and
the duration and intensity of potential exposure while employed. Epidemiology is the medical science that
deals with the incidence, distribution and control of diseases in a population.

e An estimate of the future anticipated claims filing rate by type of disease (non-malignant, cancer and
mesothelioma) is computed using the Respondent’s average historical claim filing rates for a three-year
calibration period.

e An estimate of the future anticipated dismissal rate by type of claim is computed using the Respondent’s
historical average dismissal rates observed during a period that management feels is representative of future
dismissal rates. This period may differ from the current calibration period and is dependent upon disease
type and other determining factors.

e An estimate of the future anticipated settlement by type of disease is computed using the Company’s
historical average dollars paid per claim using the average settlement by type of incident observed during a
period that management feels is representative of future settlement amounts. This period may differ from
the current calibration period and is dependent upon disease type and other determining factors.

From these assumptions, the Respondent projects the incidence of each type of disease to the estimated population
to determine the total estimated number of employees that could potentially assert a claim. Historical claim filing rates were
applied for each type of disease to the total number of employees that could potentially assert a claim to determine the total
number of anticipated claim filings by disease type. Historical dismissal rates, which represented claims that were closed
without payment, were deducted to calculate the number of future claims by disease type that would likely require payment
by the Respondent. Finally, the number of such claims was multiplied by the average settlement value to estimate the
Respondent’s future liability for IBNR asbestos claims.

The estimated future filing rates and estimated average claim values were the most sensitive assumptions for this
reserve. A 1% increase or decrease in either the forecasted number of IBNR claims or the average claim values would result
in less than a $1 million increase or decrease in the liability recorded for unasserted asbestos claims.

Undiscounted liabilities recorded related to asbestos claims were as follows:

December 25, December 26,
2009 2008

(Dollars in Millions)
Asbestos:
Incurred but not reported claims $ 42 $ 52
Asserted claims 51 69
Total liability $ 93 $ 121
Current liability $ 10 $ 10

Other Occupational

For all other occupational claims such as solvents (which include soaps and chemicals) and diesel fuels or allegations
of chronic physical injuries resulting from work conditions, such as repetitive stress injuries, carpal tunnel syndrome and
hearing loss, the Company retains a third-party specialist with extensive experience in performing other occupational studies
to assist management in assessing the value of the Company’s reserves. The analysis is performed by the specialist semi-
annually and is reviewed by management. The objective of the analysis is to determine the number of IBNR claims and the
estimated average cost per claim to be paid in future periods. With the exception of carpal tunnel, management has
determined that seven years is the most probable period in which claim filing and claim values could be estimated with more
certainty. Carpal tunnel claims use a three-year period to estimate the reserve due to the shorter latency period for these
types of injuries. Similar to the asbestos liability estimation process, the key elements of the assessment include the
following:

. An estimate of the potentially exposed population for other occupational diseases is calculated by
projecting active versus retired workforce from 2009 to 2016 based upon information obtained from the
Railroad Retirement Board in its 2009 report.

. An estimate of the future anticipated claims filing rate by type of injury, employee type, and active versus
retired employee is computed using the Company’s average historical claim filing rates for the calibration
periods management felt were representative of future filing rates. For carpal tunnel and repetitive stress
injuries, the current calibration period is a two-year average of claim filings. All other diseases or injuries
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use a three-year calibration period. An estimate is made to forecast future claims by using the filing rates
by disease and the active and retired employee population each year.

. An estimate of the future anticipated dismissal rate by type of claim is computed using the Company’s
historical average dismissal rates during a period that management feels is representative of future dismissal
rates. This period may differ from the current calibration period and is dependent upon injury type and other
determining factors.

. An estimate of the future anticipated settlement by type of injury is computed using the Company’s historical
average of dollars paid per claim for type of injury observed during a period that management feels is
representative of future settlement amounts. This period may differ from the current calibration period and
is dependent upon injury type and other determining factors.

From these assumptions, the Company projects the incidence of each type of disease to the estimated population to
determine the total estimated number of employees that could potentially assert a claim. Historical claim filing rates are
applied for each type of disease to the total number of employees that could potentially assert a claim to determine the total
number of anticipated claim filings by disease type. Historical dismissal rates, which represent claims that were closed without
payment, are used to calculate the number of future claims by disease type that should be deducted from the total number of
anticipated claims. Finally, the number of such claims was multiplied by the average settlement value to estimate the
Company’s future liability for IBNR asbestos claims.

The estimated future filing rates and estimated average claim values were the most sensitive assumptions for this
reserve. A 1% increase or decrease in either the forecasted number of IBNR claims or the average claim values would result
in less than a $1 million increase or decrease in the liability recorded for unasserted other occupational claims.

Undiscounted recorded liabilities related to other occupational claims were as follows:

December 25, December 26,
(Dadllars in Millions) 2009 2008
Other Occupational:
Incurred But Not Reported Clains $ 29 $ 46
Asserted Claims 34 34
Total Liability $ 63 $ 80
Current Liability $ 17 $ 21

Summary

A summary of asbestos and other occupational claims activity is as follows:

Fiscal Years

2009 2008
Asserted Claims
Open Claims - Beginning of Year 4,739 5,152
New Claims Filed 252 346
Claims Settled a7y (389)
Claims Dismissed (1,155) (370)
Open Claims - End of Year 3,665 4,739

Separation

Separation liabilities provide for the estimated benefits provided to certain union employees as a result of implementing
workforce reductions, improvements in productivity and certain other cost reductions at the Company's major transportation
units since 1991. These liabilities are expected to be paid out over the next 10 to 15 years from general corporate funds and
may fluctuate depending on the timing of payments and associated taxes.

Environmental

The Respondent is a party to various proceedings related to environmental issues, including administrative and
judicial proceedings, involving private parties and regulatory agencies. The Respondent has been identified as a potentially
responsible party at approximately 257 environmentally impaired sites. Many of these are, or may be, subject to remedial
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action under the federal Comprehensive Environmental Response, Compensation and Liability Act of 1980, or CERCLA, also
known as the Superfund Law, or similar state statutes. Most of these proceedings arose from environmental conditions on
properties used for ongoing or discontinued railroad operations. A number of these proceedings, however, are based on
allegations that the Respondent, or its predecessors, sent hazardous substances to facilities owned or operated by others for
treatment or disposal. In addition, some of the Respondent’s land holdings were leased to others for commercial or industrial
uses that may have resulted in releases of hazardous substances or other regulated materials onto the property and could
give rise to proceedings against the Respondent.

In any such proceedings, the Respondent is subject to environmental clean-up and enforcement actions under the
Superfund Law, as well as similar state laws that may impose joint and several liability for clean-up and enforcement costs on
current and former owners and operators of a site without regard to fault or the legality of the original conduct. These costs
could be substantial.

In accordance with the Asset Retirement and Environmental Obligations Topic in the ASC, the Respondent reviews its
role with respect to each site identified at least quarterly, giving consideration to a number of factors such as:

e type of clean-up required;

. nature of the Company’s alleged connection to the location (e.g., generator of waste sent to the site or
owner or operator of the site);

¢ extent of the Company’s alleged connection (e.g., volume of waste sent to the location and other relevant
factors); and

. number, connection and financial viability of other named and unnamed potentially responsible parties at the
location.

Based on the review process, the Respondent has recorded amounts to cover anticipated contingent future
environmental remediation costs with respect to each site to the extent such costs are estimable and probable. The recorded
liabilities for estimated future environmental costs are undiscounted. The liability includes future costs for remediation and
restoration of sites as well as any significant ongoing monitoring costs, but excludes any anticipated insurance recoveries.
Payments related to these liabilities are expected to be made over the next several years. Environmental remediation costs
are included in materials, supplies and other on the consolidated income statement.

Currently, the Respondent does not possess sufficient information to reasonably estimate the amounts of additional
liabilities, if any, on some sites until completion of future environmental studies. In addition, conditions that are currently
unknown could, at any given location, result in exposure, the amount and materiality of which cannot presently be reliably
estimated. Based upon information currently available, however, the Respondent believes its environmental reserves are
adequate to fund remedial actions to comply with present laws and regulations, and that the ultimate liability for these
matters, if any, will not materially affect its overall financial condition, results of operations or liquidity.

Other

Other reserves of $40 million and $48 million for 2009 and 2008, respectively, include liabilities for various claims,
such as freight claims and claims for property and automobile liability. These liabilities are accrued at the estimable and
probable amount in accordance with the Contingencies Topic in the ASC.

Freight claims represent claims for both freight loss and damage and freight rate disputes. Freight loss and damage
claims are liabilities that resulted from the loss or damage of customer freight while being handled by the Respondent’s
transportation services. Freight rate disputes represent liabilities for customer claims regarding the rate charged by the
Respondent for its transportation services. Liabilities for freight rate disputes are recorded as a reduction of revenue.

The Respondent accrues for claims related to property and automobile liability as noted above. The Respondent is
also required to maintain primary and state mandated coverage for Respondent property and vehicle fleets.

Lease Commitments

The Respondent has various lease agreements with other parties with terms up to 30 years. Non-cancelable, long-
term leases generally include provisions for maintenance, options to purchase and options to extend the terms.

At December 2009, minimum building and equipment rentals under these operating leases were as follows:
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NOTE 3. Commitments and Contingencies

(Dallars in millions)

Operating Sublease Net Lease
Years Leases Income Commitments
2010 $ 64 $ 7 $ 57
2011 53 7 46
2012 48 6 42
2013 39 2 37
2014 24 1 23
Thereafter 142 - 142
Total $ 370 $ 23 $ 347

In addition to the commitments in the table, the Respondent also has agreements covering equipment leased from
Conrail Inc. (“Conrail”). For additional information, see Note 6, Related Party Transactions.

Fiscal Years
(Dollars in Millions) 2009 2008

Rent Expense on Operating Leases $ 277  $ 304

Purchase Commitments

The Respondent has a commitment under a long-term maintenance program that currently covers 47% of the
Respondent’s fleet of locomotives. The agreement is based on the maintenance cycle for each locomotive. Under the
Respondent’s current obligations, the agreement will expire no earlier than 2028 and may last until 2031 depending upon
when certain locomotives are placed in service. The costs expected to be incurred throughout the duration of the agreement
fluctuate as locomotives are placed into, or removed from, service or as required maintenance schedules are revised. The
decrease in costs shown below is a direct result of retiring and storing locomotives in 2009.

The following table summarizes the number of locomotives covered and the Respondent’s payments under the long-
term maintenance program:

Fiscal Years

(Dollars in Millions) 2009 2008 2007
Amounts Paid $ 237 $ 253 $ 217
Number of Locomotives 1,891 1,958 1,843

As a result of agreements executed in 2005 and 2006, the Respondent has remaining purchase obligations to acquire
50 additional locomotives by year-end 2011. The amount of the ultimate purchase commitment depends upon the model of
locomotive acquired and the timing of delivery.

Annual payments related to the locomotive purchase obligations, including amounts that would be payable under the
long-term maintenance program, are estimated in the table below.

Payments

(Dollars in Millions)

2010 231
2011 347
2012 252
2013 260
2014 269
Thereafter 3,851
Total $ 5,210

Railroad Annual Report R-1




13A

Road Initials: CSXT Year: 2009

NOTE 3. Commitments and Contingencies, Continued

Additionally, the Respondent has various other commitments to purchase railcar maintenance and other services

from various suppliers.

Total annual payments under all of these additional purchase commitments are estimated as follows:

Payments

(Dollars in Millions)

2010 113
2011 54
2012 42
2013 11
2014 3
Thereafter 3
Total 226

Insurance

The Respondent maintains numerous insurance programs with substantial limits for third-party casualty liability and
property damage and business interruption. A certain amount of risk is retained by the Respondent on each of the casualty
and property programs. For the first event in any given year, the Respondent has a $25 million deductible for each of the
casualty and non-catastrophic property programs and a $50 million deductible for the catastrophic property program.

Collective Bargaining Agreements

Most of the Respondent’s employees are represented by labor unions and are covered by collective bargaining
agreements. Generally speaking, these agreements are bargained nationally by the National Carriers Committee. In the rail
industry, negotiations have generally taken place over a number of years and previously have not resulted in any extended
work stoppages. Over the last 30 years, there were only six days of work stoppage related to labor disputes over national
handling. If the Company is unable to negotiate acceptable agreements, it could result in strikes by the affected workers,
loss of business and increased operating costs as a result of higher wages or benefits paid to union members. Under the
Railway Labor Act’s procedures (which include mediation, cooling-off periods and the possibility of Presidential intervention),
neither party may take action until the procedures are exhausted.

Fuel Surcharge Antitrust Litigation

Since 2007, 31 putative class action suits have been filed in various federal district courts against the Respondent
and three other U.S.-based Class | railroads. The lawsuits contain substantially similar allegations to the effect that the
defendants’ fuel surcharge practices relating to contract and unregulated traffic resulted from an illegal conspiracy in violation
of antitrust laws. The suits seek unquantified treble damages (three times the amount of actual damages) allegedly sustained
by purported class members, attorneys’ fees and other relief. All but three of the lawsuits purport to be filed on behalf of a
class of shippers that allegedly purchased rail freight transportation services from the defendants through the use of contracts
or through other means exempt from rate regulation during defined periods commencing as early as June 2003 and that were
assessed fuel surcharges. Three of the lawsuits purport to be on behalf of indirect purchasers of rail services. The court
denied the defendants’ motion to dismiss the direct purchasers’ claims; however, the court dismissed all of the indirect
purchasers’ causes of action seeking money damages, but did not dismiss their request for injunctive relief. The indirect
purchasers have appealed that decision, and oral arguments were heard and the Respondent is awaiting a decision.

The class action suits have been consolidated in federal court in the District of Columbia. The court denied the
railroads’ request to first proceed with discovery relating to the appropriateness of class certification, and then permit merits
discovery only if a class is certified. The court, however, agreed with the railroads that class certification should be decided
as early as possible, rejecting plaintiffs’ proposal that certification be determined after the close of discovery and close to trial.

The case is now in the discovery phase. Plaintiffs are scheduled to file their Motion for Class Certification in March
2010. Defendants’ opposition is due in June. The hearing on class certification is scheduled for September. All fact discovery
must be completed by mid-November 2010.

One additional lawsuit was filed, but not served, by an individual shipper. The Respondent entered into a tolling
agreement with this shipper whereby the shipper agreed to dismiss the lawsuit against the Respondent without prejudice and
the Respondent agreed to extend the statute of limitations for the claims asserted until the end of 2010.

The Respondent believes that its fuel surcharge practices are lawful. Accordingly, the Respondent intends to
vigorously defend itself against the purported class actions, which it believes are without merit. The Respondent cannot
predict the outcome of the private lawsuits at this time, or of any government investigations, charges or additional litigation
that may be filed in the future. Penalties for violating antitrust laws can be severe, involving both potential criminal and civil
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NOTE 3. Commitments and Contingencies, Continued

liability. The Respondent is unable to assess at this time the possible financial impact of this litigation. The Respondent has
not accrued any liability for an adverse outcome in the litigation. If a material adverse outcome were to occur and be
sustained, it could have a material adverse impact on the Company’s financial condition, results of operations or liquidity.

STB Rate Case

During 2008, Seminole Electric Cooperative, Inc. (“Seminole”) filed a complaint before the STB against the
Respondent. The Respondent and Seminole were parties to a railroad transportation contract that expired on December 31,
2008. Seminole contests tariff rates that went into effect on January 1, 2009 for movements of coal to its power generating
facility in Putnam County, Florida. Seminole requests that the STB impose rates covering a ten-year period, retroactive to
January 1, 2009 for such movements. As set forth in its January 19, 2010 STB filing, the Respondent believes that its tariff
rates are reasonable. The Respondent will continue to consider and pursue all available legal defenses in this matter. A
decision in the case is expected in early 2011.

Other Legal Proceedings

In addition to the matters described above, the Respondent is involved in litigation incidental to its business and is a
party to a number of legal actions and claims, various governmental proceedings and private civil lawsuits, including, but not
limited to, those related to environmental matters, FELA claims by employees, other personal injury claims and disputes and
complaints involving certain transportation rates and charges. Some of the legal proceedings include claims for compensatory
as well as punitive damages and others are, or are purported to be, class actions. While the final outcome of these matters
cannot be predicted with certainty, considering, among other things, the legal defenses available and liabilities that have been
recorded along with applicable insurance, it is currently the opinion of the Respondent’s management that none of these
items will have a material adverse effect on the Respondent’s financial condition, results of operations or liquidity. An
unexpected adverse resolution of one or more of these items, however, could have a material adverse effect on the
Respondent’s financial condition, results of operations or liquidity in a particular quarter or fiscal year.

NOTE 4. Employee Benefit Plans

The Respondent, in conjunction with CSX, sponsors defined benefit pension plans principally for salaried,
management personnel. The plans provide eligible employees with retirement benefits based predominately on years of
service and compensation rates near retirement. Under the CSX pension plan, for employees hired after December 31, 2002,
benefits are determined based on cash balance formula, which provides benefits by utilizing interest and pay credits based
upon age, service and compensation. CSX allocates to the Respondent a portion of the pension expense or benefit for the
CSX pension plans based on the Respondent’s relative level of participation. In addition, the Respondent sponsors one
pension plan for retired United Transportation Union employees. The expenses for this plan along with the allocated expenses
from the various CSX pension plans amounted to $15 million in both 2009 and 2008, respectively.

In addition to these plans, the Respondent participates with CSX to sponsor a postretirement medical plan and a life
insurance plan that provide benefits to full-time, salaried, management employees hired on or before December 31, 2002,
upon their retirement if certain eligibility requirements are met. The postretirement medical plan is contributory (partially
funded by retirees), with retiree contributions adjusted annually. The life insurance plan is non-contributory. CSX allocates
to the Respondent a portion of the expense for these plans based on the Respondent’s relative level of participation. The
allocated expense amounted to $37 million and $26 million in 2009 and 2008, respectively.

Effective fiscal year 2008, under the provisions of Compensation—Retirement Benefits Topic, ASC 715, CSX was
required to change the measurement date for pension and postretirement benefit plans from September 30 to the last day of
the Respondent’s fiscal year.

The Respondent engages independent, external actuaries to compute the amounts of liabilities and expenses relating
to these plans subject to the assumptions that the Respondent selects.

The benefit obligation for these plans represents the liability of the Respondent for current and retired employees
and is affected primarily by the following:

e service cost (benefits attributed to employee service during the period);
. interest cost (interest on the liability due to the passage of time);

. actuarial gains/losses (experience during the year different from that assumed and changes in plan
assumptions); and

e benefits paid to participants.
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Pension and Other Postretirement Benefit Plans, Continued

Other Plans

Under collective bargaining agreements, the Respondent participates in a multi-employer benefit plan, which
provides certain postretirement health care and life insurance benefits to eligible contract employees. Premiums under this
plan are expensed as incurred and amounted to $35 million and $36 million in 2009 and 2008, respectively.

The Respondent maintains savings plans for virtually all full-time salaried employees and certain employees covered
by collective bargaining agreements. Expense associated with these plans was $21 million and $24 million for 2009 and

2008, respectively.

Certain officers and key employees of the Respondent participate in stock purchase, performance and award plans of
CSX. The Respondent is allocated its share of any cost to participate in these plans. Those amounts were $7 million and $16
million for 2009 and 2008, respectively.
NOTE 5. Debt Agreements

Debt was as follows:

Average

Interest

Rates at

December 25, December 25, December 26,

(Dallars in Millions) Maturity 2009 2009 2008
Equipment Obligations 2010-2043 7.0% $ 911 $ 1,002
Notes 2009-2015 6.7% 509 526
Capital Leases 2010-2015 6.4% 24 34
Total Long-term Debt (including current portion) 1,444 1,562
Less Debt Due within One Year (110) (116)
Total Long-term Debt (excluding current portion) $ 1,334 $ 1,446

Debt Issuance

In 2008, the Respondent issued $351 million of 8.375% Secured Equipment Notes, due to mature in 2014, in a
registered public offering pursuant to CSX's existing automatic shelf registration statement. The Respondent will fully and
unconditionally guarantee the notes. The notes are also secured by a security interest in certain railroad equipment. These
notes were included in the Schedule 200 under Equipment Obligations and may be redeemed by the Respondent at any time.

Long-term Debt Maturities

(Dollars in Millions)
Maturities as of

Fiscal Years Ending December 2009
2010 $ 110
2011 95
2012 105
2013 79
2014 326
2015 and Thereafter 729
Total Long-term Debt Maturities (including current portion) $ 1,444

Certain of the Respondent’s properties are pledged as security for various long-term debt issues.

Fair Value of Financial Instruments

Long-term debt is the only financial instrument of the Respondent with fair values significantly different from their
carrying amounts. Long-term debt is reported at carrying amount on the consolidated balance sheet. The fair value has been
estimated using discounted cash flow analysis based upon the yields provided by an independent third party. Level 2 inputs
were used to determine the fair value of the Company’s long-term debt.

The fair value of outstanding debt fluctuates with changes in a number of factors. Such factors include, but are not
limited to, interest rates, market conditions, values of similar financial instruments, size of the transaction, cash flow
projections, and comparable trades. Fair value will exceed carrying value when the current market interest rate is lower than
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NOTE 5. Debt Agreements, Continued

the interest rate at which the debt was originally issued. The fair value of a company’s debt is a measure of its current value
under present market conditions. It does not impact the financial statements under current accounting rules. The fair value
and carrying value of the Respondent’s long-term debt is as follows:

(Dollars in Billions) 2009

Long Term Debt Including Current Maturities:
Fair Value $ 1.6
Carrying Value $ 1.4

NOTE 6. Related Party Transactions

The Respondent had $318 million and $300 million deficit balances for 2009 and 2008, respectively, relating to the
Respondent’s participation in the CSX cash management plan. The amounts are included in Payables to Affiliated Companies
in the Schedule 200. Under this plan, excess cash is advanced to CSX for investment and CSX makes cash funds available to
its subsidiaries as needed for use in their operations. The Respondent and CSX are committed to repay all amounts due each
other on demand should circumstances require. The companies are charged for borrowings or compensated for investments
based on the short-term applicable Federal rate, which was 0.69% and 1.36% as of the end of 2009 and 2008, respectively.
Net interest expense related to this plan was $3 million and $17 million in 2009 and 2008, respectively.

Detail of Related Party Service Fees

(Dollars in Millions) 2009 2008

Intermodal $ @R96) $ (507)
CSX Management Service Fee 386 338
CSX Technology 149 187
TDSI 37 57
CSX Insurance 52 55
Other (20) (28)
Total Related Party Service Fees $ 208 $ 102

Related Party Service Fees consists of amounts related to:

e CSX Intermodal Inc. (“Intermodal”) Reimbursements — Reimbursement from Intermodal under an operating
agreement for costs incurred by the Respondent related to intermodal operations. This reimbursement is
based on an amount that approximates actual costs. The Respondent also collects certain revenue on
behalf of Intermodal under the operating agreement.

e CSX Management Service Fee — A management service fee charged by CSX as compensation for certain
corporate services provided to the Respondent. These services include, but are not limited to, the areas of
human resources, finance, administration, benefits, legal, tax, internal audit, corporate communications,
risk management and strategic management services. The fee is calculated as a percentage of the
Respondent’s revenue.

. CSX Technology Inc. (“CSX Technology”) Charges — Data processing charges from CSX Technology for the
development, implementation and maintenance of computer systems, software and associated
documentation for the day-to-day operations of the Respondent. These charges are based on a mark-up of
direct costs.

e Total Distribution Services Inc. (“TDSI”) Charges — Charges from TDSI for services provided to the
Respondent at automobile ramps. These charges are calculated based on direct costs.

. CSX Insurance Company (“CSX Insurance”) — Charges from CSX Insurance for insurance premiums related
to personal injury coverage.

. Other consists of fee income for Specialized Services billed to CSX Real Property and service fees paid to
CSX de Mexico and CSX Trade Receivables.

Intermodal, CSX Technology, TDSI, CSX Insurance, CSX Real Property, CSX de Mexico and CSX Trade Receivables
are wholly owned subsidiaries of CSX.
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NOTE 6. Related Party Transactions, Continued

Detail of Payables (Receivables) to Affiliated Companies

2009 2008

(Dallars in Millions)

CSX Corporation $ 318 $ 343
CSX Business Management (€5)) -
CSX Trade Receivables (369) -
CSX Technology 232 300
Intermodal 29 29
CSX Insurance 5 (14)
TRANSFLO 6 6
TDSI 4 4
Other 1 -
Total Due to Affiliate $ 190 $ 677

The Respondent and CSX Insurance have entered into a loan agreement whereby the Respondent may borrow up to
$125 million from CSX Insurance. The loan is payable in full on demand. $55 million was outstanding under the agreement
for both 2009 and 2008. Interest on the loan is payable monthly at 0.45% over the LIBOR rate, which was 0.68% and 2.35%
at the end of 2009 and 2008, respectively. Interest expense related to the loan was $438 thousand and $2 million for 2009
and 2008, respectively.

In 2009, the Respondent entered into an agreement to transfer eligible third-party receivables to CSX Trade
Receivables, a bankruptcy-remote special purpose subsidiary of CSX Corporation. A separate subsidiary of CSX Corporation,
CSX Business Management, will service the receivables. Upon transfer, the receivables become assets of CSX Trade
Receivables and are shown above as due from CSX Trade Receivables.

The Respondent has identified below amounts owed to Conrail, Inc. (“Conrail”), an equity investee of CSX,
representing liabilities under the operating, equipment and shared area agreements with Conrail. Also, the Respondent
executed a promissory note with a subsidiary of Conrail, which was included in long-term debt on the Schedule 200.

December 26, December 28,
2009 2008

(Doallars in Millions)

Balance Sheet Information:
CSXT Payable to Conrail'® $ 65 $ 62

Promissory Note Payable to Conrail Subsidiary )
4.52% CSXT Promissory Note due March 2035 ® $ 23 $ 23

(2) Induded on the Schedule 200 as accounts payable
(b) Induded on the Schedule 200 as long-term debt

Fscal Years
(Dollars in Millions) 2009 2008

Income Statement Infarmation:
Interest Expense Related to Conrail Notes Payable $ 1 $ 1
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210. RESULTS OF OPERATIONS
(Dollars in Thousands)

1. Disclose requested information for respondent pertaining to results of operations for the Cross-Checks
year. Schedule 210 Schedule 210
Line 15, col b = Line 62, col (b)
2. Report total operating expenses from Sched. 410. Any differences between this Lines 47,48,49 col b = Line 63, col (b)
schedule and Sched. 410 must be explained on page 18. Line 50, col b = Line 64, col (b)

3. List dividends from investments accounted for under the cost method on line 19, and

list dividends accounted for under the equity method on line 25. Schedule 410
Line 14, col b = Line 620, col h
4. All contra entries should be shown in parenthesis. Line 14, col d = Line 620, col f
Line 14, col e = Line 620, col g
Line | Cross Item Amount for Amount for Freight-related | Passenger-related| Line
No. | Check current year preceding year revenue & revenue & No.
expenses expenses
@) (b) (©) (d) (e)
ORDINARY ITEMS
OPERATING INCOME
Railway Operating Income
1 (101) Freight 7,996,581 10,041,556 7,996,581 1
2 (102) Passenger - - - 2
3 (103) Passenger-related - - - 3
4 (104) Switching (100,937) (123,259) (100,937) 4
5 (105) Water transfers - - - 5
6 (106) Demurrage 53,081 68,194 53,081 6
7 (110) Incidental 221,655 232,662 221,655 7
8 (121) Joint facility - credit - - - 8
9 (122) Joint facility - debit - - - 9
(501) Railway operating revenues (Exclusive of transfers from -
10 government authorities-lines 1-9) 8,170,380 10,219,153 8,170,380 - 10
(502) Railway operating revenues - transfers from government
11 authorities - - 11
(503) Railway operating revenues - amortization of deferred transfers
12 from government authorities - - 12
13 TOTAL RAILWAY OPERATING REVENUES (lines 10-12) 8,170,380 10,219,153 8,170,380 - 13
14 (531) Railway operating expenses 6,377,576 8,033,923 6,377,576 14
15 Net revenue from railway operations 1,792,804 2,185,230 1,792,804 15
OTHER INCOME
16 (506) Revenue from property used in other than carrier operations 19,371 25,634 16
17 (510) Miscellaneous rent income 34,062 35,715 17
18 (512) Separately operated properties - profit - - 18
19 (513) Dividend income (cost method) 6,753 5,751 19
20 (514) Interest Income 24,492 56,271 20
21 (516) Income from sinking and other funds - - 21
22 (517) Release of premiums on funded debt - - 22
23 (518) Reimbursements received under contracts and agreements - - 23
24 (519) Miscellaneous income (12,560) 8,271 24
Income from affiliated companies: 519
25 a. Dividends (equity method) - - 25
26 b. Equity in undistributed earnings (losses) 9,550 37,465 26
27 TOTAL OTHER INCOME (lines 16-26) 81,668 169,107 27
28 TOTAL INCOME (lines 15, 27) 1,874,472 2,354,337 28
MISCELLANEOUS DEDUCTIONS FROM INCOME
29 (534) Expenses of property used in other than carrier operations (31,571) (39,047) 29
30 (544) Miscellaneous taxes - - 30
31 (545) Separately operated properties-Loss - - 31
32 (549) Maintenance of investment organization - - 32
33 (550) Income transferred under contracts and agreements - - 33
34 (551) Miscellaneous income charges (43,964) (81,446) 34
35 (553) Uncollectible accounts - - 35
36 TOTAL MISCELLANEOUS DEDUCTIONS (75,535) (120,493) 36
37 Income available for fixed charges 1,798,937 2,233,844 37
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210. RESULTS OF OPERATIONS - Continued
(Dollars in Thousands)
Line| Cross Item Amount for Amount for |Line
No. |Check @ current year | preceding year | No.
(b) (©
FIXED CHARGES
(546) Interest on funded debt:
38 (a) Fixed interest not in default 96,575 82,991 | 38
39 (b) Interest in default - - 39
40 (547) Interest on unfunded debt 3,150 8,292 | 40
41 (548) Amortization of discount on funded debt (5,583) (5,629)| 41
42 TOTAL FIXED CHARGES (lines 38 through 41) 94,142 85,654 | 42
43 Income after fixed charges (line 37 minus line 42) 1,704,795 2,148,190 | 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
46 Income (Loss) from continuing operations (before inc. taxes) 1,704,795 2,148,190 | 46
PROVISIONS FOR INCOME TAXES
(556) Income taxes on ordinary income:
47 (a) Federal income taxes 246,579 305,922 | 47
48 (b) State income taxes 39,988 67,546 | 48
49 (c) Other income taxes (2,380) 785 | 49
50 (557) Provision for deferred taxes 340,247 353,210 | 50
51 TOTAL PROVISION FOR INCOME TAXES (lines 47 through 50) 624,434 727,463 | 51
52 Income from continuing operations (line 46 minus line 51) 1,080,361 1,420,727 | 52
DISCONTINUED OPERATIONS
(560) Income or loss from operations of discontinued segments
53 (less applicable income taxesof $ 0 ) - - 53
(562) Gain or loss on disposal of discontinued segments
54 (less applicable income taxesof $ 0 ) - - 54
55 Income before extraordinary items (lines 52 through 54) 1,080,361 1,420,727 | 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 - - 58
59 TOTAL EXTRAORDINARY ITEMS (lines 56 through 58) - - 59
(592) Cumulative effect of changes in accounting principles
60 (less applicable income taxesof $ 0 ). - - 60
61 Net income (Loss) (lines 55 + 59 + 60) 1,080,361 1,420,727 | 61
RECONCILIATION OF NET RAILWAY OPERATING INCOME (NROI)
62 Net revenues from railway operations 1,792,804 2,185,230 | 62
63 (556) Income taxes on ordinary income (-) (284,187) (374,253)| 63
64 (557) Provision for deferred income taxes (-) (340,247) (353,210)| 64
65 Income from lease of road and equipment (-) (24,400) (22,852)| 65
66 Rent for leased roads and equipment (+) 13,999 13,893 | 66
67 Net railway operating income (loss) 1,157,969 1,448,808 | 67
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220. RETAINED EARNINGS
(Dollars in Thousands)
1. Show below the items of retained earnings accounts of the respondent for the year, classified in accordance with the Uniform System of
Accounts for Railroad Companies.
2. All contra entries should be shown in parentheses.
3. Show in lines 22 and 23 the amount of assigned Federal income tax consequences for accounts 606 and 616.
4.  Segregate in column (c) all amounts applicable to the equity in undistributed earnings (losses) of affiliated companies based on the equity
method of accounting.
5. Line 3 (line 7 if a debit balance), column (c), should agree with line 26, column (b), in Schedule 210. The total of columns (b) and (c),
lines 3 and 7, should agree with line 61, column (b) in Schedule 210.
6. Include in column (b) only amounts applicable to retained earnings exclusive of any amounts included in column (c).
Line | Cross Item Retained Equity in Undistributed | Line
No. | Check Earnings - Earnings (Losses) of No.
Unappropriated Affiliated Companies
(a) (b) (c)
1 Balances at beginning of year 6,651,389 92,944 1
2 (601.5) Prior period adjustments to beginning retained earnings - - 2
CREDITS
3 (602) Credit balance transferred from income 1,070,811 9,550 3
4 (603)  Appropriations released - - 4
5 (606)  Other credits to retained earnings 472 - 5
6 TOTAL CREDITS 1,071,283 9,550 6
DEBITS
7 (612) Debit balance transferred from income - - 7
8 (616)  Other debits to retained earnings 36,710 - 8
9 (620)  Appropriations for sinking and other funds - - 9
10 (621)  Appropriations for other purposes - - 10
11 (623) Dividends: Common stock 475,141 - 11
12 Preferred stock (1) - - 12
13 TOTAL DEBITS 511,851 - 13
14 Net increase (decrease) during year (Line 6 minus line 13) 559,432 9,550 | 14
15 Balances at close of year (lines 1, 2, and 14) 7,210,821 102,494 | 15
16 Balance from line 15 (c) 102,494 N/A 16
(798)  Total unappropriated retained earnings and equity in
undistributed earnings (losses) of affiliated
17 companies at end of year 7,313,315 17
18 (797)  Total appropriated retained earnings: 18
19 Credits during year $ 0 19
20 Debits during year $ 0 N/A 20
21 Balance at close of year $ 0 21
Amount of assigned Federal income tax consequences:
22 Account 606 $ 0 22
23 Account 616 $ 0 23

1. If any dividends have not been declared on cumulative preferred stock, give cumulative undeclared dividends at beginning of year and
end of year.
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230. CAPITAL STOCK

PART I

CAPITAL STOCK

(Dollars in Thousands)

1.  Disclose in column (a) the particulars of the various issues of capital stock of the respondent, distinguishing separate issues of any general class, if different in any respect.

2. Present in column (b) the par or stated value of each issue. If none, so state.

3. Disclose in columns (c), (d), (), and (f) the required information concerning the number of shares authorized, issued, in treasury, and outstanding for the various issues.

4. For the purposes of this report, capital stock and other securities are considered to be nominally issued when certificates are signed and sealed and placed with the proper officer for sale and delivery or are pledged

or otherwise placed in some special fund of the respondent. They are considered to be actually issued when sold to a bona fide purchaser who holds them free from control by the respondent. All securities actually
issued and not reacquired by or for the respondent are considered to be actually outstanding. If reacquired by or for the respondent, and not canceled or retired, they are considered to be nominally outstanding.
Number of Shares Book Value at End of Year

Line Class of Stock Par Value Authorized Issued In Treasury Outstanding Outstanding In Treasury Line
No. @ (b) © (d Q) ® 9) (h No.

1 |Common $ 20.00 10,000,000 9,061,038 - 9,061,038 | $ 181,225 - 1

2 2

3 3

4 |Preferred N/A N/A N/A N/A N/A N/A N/A 4

5 5

6 6

7 7

8 8

9 9
10 10

PART Il. SUMMARY OF CAPITAL STOCK CHANGES DURING YEAR
(Dollars in Thousands)

1. The purpose of this part is to disclose capital stock changes during the year.

2. Column (a) presents the items to be disclosed.

3. Columns (b), (d), and (f) require disclosure of the number of shares of preferred, common, and treasury stock applicable to the items presented in column (a).

4 Columns (c), (e), and (g) require the disclosure of the book value of preferred, common, and treasury stock.

5. Disclose in column (h) the additional paid-in capital realized from changes in capital stock during the year.

6.  Unusual circumstances arising from changes in capital stock shall be fully explained in footnotes to this schedule.

Preferred Stock Common Stock Treasury Stock Additional

Line Item No. of Shares $ Amount No. of Shares $ Amount No. of Shares $ Amount Capital $ Line
No. @ (b) © (d Q) ® © (h No.
11 |Balance at beginning of yeat - $ - 9,061,038 | $ 181,225 $ 5,565,690 11
12 Capital stock sold 1 12
13 Capital stock reacquired 13
14 Capital stock cancelled 14
15 Other 3,750 15
16 16
17 |Balance at close of year - $ - 9,061,038 | $ 181,225 - $ - $ 5,569,440 17

NOTE: The amount in Other for Additional Capital consists of tax effects of compensation related to parent company stock

1 By footnote on page 17, state the purpose of the issue and authority.
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240. STATEMENT OF CASH FLOWS
(Dollars in Thousands)
Give the information as requested concerning the cash flows during the year. Either the direct or indirect method can be used. The direct method shows as
its principal components operating cash receipts and payments, such as cash received from customers and cash paid to suppliers and employees, the sum of
which is net cash flow from operating activities. The indirect method starts with net income and adjusts it for revenues and expense items that were not the
result of operating cash transactions in the current period to reconcile it to net cash flow from operating activities. If the direct method is used, complete lines 1
through 41. If the indirect method is used, complete lines 10 through 41. Cash, for the purpose of this schedule, shall include cash and cash equivalents which
are short-term, highly liquid investments readily convertible to known amounts of cash and so near their maturity that they present insignificant risk of changes
in value because of changes in interest rates. Information about all investing and finance activities which do not directly affect cash shall be separately
disclosed in footnotes to this schedule. They shall clearly relate the cash (if any) and noncash aspects of transactions. Examples of noncash investing and
transactions include converting debt to equity, acquiring assets by assuming directly related liabilities, such as purchasing a building by incurring a mortgage to
the seller; obtaining an asset by entering into a capital lease; and exchanging noncash assets or liabilities for other noncash assets or liabilities. Some
transactions are part cash and part noncash; only the cash portion shall be reported directly in the statement of cash flows. Refer to FAS Statement No. 95,
Statement of Cash Flows, for further details.
CASH FLOWS FROM OPERATING ACTIVITIES
Line Cross Description Current Year Previous Year Line
No. Check (a) (b) ©) No.
1 Cash received from operating revenues N/A N/A 1
2 Dividends received from affiliates N/A N/A 2
3 Interest received N/A N/A 3
4 Other income N/A N/A 4
5 Cash paid for operating expenses N/A N/A 5
6 Interest paid (net of amounts capitalized) N/A N/A 6
7 Income taxes paid N/A N/A 7
8 Other - net N/A N/A 8
9 NET CASH PROVIDED BY OPERATING ACTIVITIES (lines 1 through 8) N/A N/A 9
RECONCILIATION OF NET INCOME TO NET CASH PROVIDED BY OPERATING ACTIVITIES
Line Cross Description Current Year Prior Year Line
No. Check (a) (b) (c) No.
10 Income from continuing operations 1,080,361 1,420,727 10
ADJUSTMENTS TO RECONCILE INCOME FROM CONTINUING OPERATIONS TO NET CASH PROVIDED BY OPERATING ACTIVITIES
Line Cross Description Current Year Prior Year Line
No. Check (a) (b) (c) No.
11 Loss (gain) on sale or disposal of tangible property and investment - - 11
12 Depreciation and amortization expenses 872,622 872,149 12
13 Net increase (decrease) in provision for Deferred Income Taxes 340,247 353,210 13
14 Net decrease (increase) in undistributed earnings (losses) of affiliates - - 14
15 Decrease (increase) in accounts receivable 530,376 52,523 15
16 Decrease (increase) in material and supplies and other current assets 23,686 38,943 16
17 Increase (decrease) in current liabilities other than debt 229,408 (1,015,985 17
18 Increase (decrease) in other - net (116,468) 57,550 18
19 Net cash provided from continuing operations (lines 10 through 18) 2,960,232 1,779,117 19
Add (Subtract) cash generated (paid) by reason of discontinued operations and
20 extraordinary items - - 20
21 NET CASH PROVIDED FROM OPERATING ACTIVITIES (lines 19 and 20) 2,960,232 1,779,117 21
CASH FLOWS FROM INVESTING ACTIVITIES
Line | Cross Description Current Year Prior Year Line
No. | Check (a) (b) (c) No.
22 Proceeds from sale of property 42,139 56,646 22
23 Capital expenditures (1,371,434) (1,655,703)§ 23
24 Net change in temporary cash investments not qualifying as cash equivalents - - 24
25 Proceeds from sale/repayment of investment and advances - - 25
26 Purchase price of long-term investment and advances - - 26
27 Net decrease (increase) in sinking and other special funds - - 27
28 Other - net (402,630) 66,645 28
29 NET CASH USED IN INVESTING ACTIVITIES (lines 22 through 28) (1,731,925) (1,532,412)] 29

(Continued on next page)
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240. STATEMENT OF CASH FLOWS (Concluded)
(Dollars in Thousands)

CASH FLOWS FROM FINANCING ACTIVITIES

Line Cross Description Current Year Prior Year Line
No. Check @) (b) (c) No.
30 Proceeds from issuance of long-term debt - 350,538 30
31 Principal payments of long-term debt (119,515) (120,947)] 31
32 Proceeds from issuance of capital stock - - 32
33 Purchase price of acquiring treasury stock - - 33
34 Cash dividends paid (475,000) (325,000)] 34
35 Other - net (667,254) (143,349 35
36 NET CASH FROM FINANCING ACTIVITIES (lines 30 through 35) (1,261,769) (238,758)] 36
37 NET INCREASE (DECREASE) IN CASH AND CASH EQUIVALENTS (lines 21, 29, and 36) (33,462) 7,947 37
38 Cash and cash equivalents at beginning of the year 63,287 55,340 38
39 CASH AND CASH EQUIVALENTS AT END OF THE YEAR (lines 37 & 38) 29,825 63,287 39

Footnotes to Schedule

Cash paid during the year for:
40 Interest (net of amount capitalized)* 124,781 74,743 40
41 Income taxes (net) * 280,154 601,572 41

* Only applies if indirect method is adopted

NOTES AND REMARKS
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245. WORKING CAPITAL
(Dollars in Thousands)

1. This schedule should include only data pertaining to railway transportation services.
2. Carry out calculations of lines 9, 10, 20, and 21 to the nearest whole number.
Line Item Source Amount Line
No. (@) (b) No.
CURRENT OPERATING ASSETS
1 |Interline and other balances (705) Sched. 200, line 5, col. b 25,179 1
2 |Customers (706) Sched. 200, line 6, col. b 51,791 2
3 |Other (707) Note A 140,614 3
4 |TOTAL CURRENT OPERATING ASSETS Lines1+2+3 217,584 4
OPERATING REVENUE
5 |Railway operating revenue Sched. 210, line 13, col. b 8,170,380 5
6 |Rentincome Note B 49,854 6
7 |TOTAL OPERATING REVENUES Lines 5+ 6 8,220,234 7
8 |Average daily operating revenues Line 7 + 360 days 22,834 8
9 |Days of operating revenue in current operating assets Line4 + Line 8 10 9
10 |Revenue delay days plus buffer Line 9 + 15 days 251 10
CURRENT OPERATING LIABILITIES
11 |Interline and other balances (752) Sched. 200, line 31, col. b 30,005 | 11
12 |Audited accounts and wages payable (753) Note A 72,322 | 12
13 |Accounts payable - other (754) Note A 153,419 | 13
14 |Other taxes accrued (761.5) Note A 118,251 | 14
15 |TOTAL CURRENT OPERATING LIABILITIES Sum of lines 11 through 14 373,997 | 15
OPERATING EXPENSES
16 |Railway operating expenses Sched. 210, line 14, col. b 6,377,576 | 16
Sched 410, lines 136, 137, 138, 213,
17 |Depreciation 232,317, col. h 872,622 | 17
18 [Cash related operating expenses Line 16 + line 6 - line 17 5,554,808 | 18
19 |Average daily expenditures Line 18 + 360 days 15,430 | 19
20 |Days of operating expenses in current operating liabilities Line 15 + line 19 241 20
21 |Days of working capital required Line 10 - line 20 (Note C) 1] 21
22 |Cash working capital required Line 21 x line 19 15430 | 22
23 |Cash and temporary cash balance Sched. 200, line 1 + line 2, col. b 29,825 | 23
24 |Cash working capital allowed Lesser of line 22 or line 23 15430 | 24
MATERIALS AND SUPPLIES
25 |Total materials and supplies (712) Note A 206,573 | 25
26 |Scrap and obsolete material included in account 712 Note A 3,228 | 26
27 |Materials and supplies held for common carrier purposes Line 25 - line 26 203,345 | 27
28 |TOTAL WORKING CAPITAL Line 24 + line 27 218,775 28
NOTES:
(A) Use common carrier portion only. Common carrier refers to railway transportation service.
(B) Rentincome is the sum of Schedule 410, column h, lines 121, 122, 123, 127, 128, 129, 133, 134, 135, 208, 210, 212, 227, 229, 231, 312,
314, and 316. Rent income is added to railway operating revenues to produce total revenues. Rent income is also added to total operating
expenses to exclude the rent revenue items from operating expense.
(C) If result is negative, use zero.
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NOTES AND REMARKS

Page 26 Other Parties to Joint Control:

Line 01 Delaware & Hudson Operating Co. (operating as Canadian Pacific Rail System)
Line 02 Norfolk Southern Railway Company and Central of Georgia Railroad Company
Line 03 UPRR and NS and BNSF and CP and CN

Line 04 Various Individuals

Line 05 Norfolk Southern Railway Company

Line 06 Central of Georgia Railroad Company

Line 07 Norfolk Southern Railway Company

Line 08 UPRR and NS and BNSF and CN

Line 09 UPRR and BNSF and CP and CN and KCS and NS and Various Other Carriers
Line 10 Norfolk Southern Railway Company

Line 11 Alabama Great Southern Railroad Company

Line 13 Norfolk Southern Railway Company and Florida East Coast Railway, LLC
Line 15 CSX Business Management, Inc.

Line 16 Various Companies

Line 17 Helm General Corporation

Line 18 Riverview Il Associates

Line 19 Various Companies/Individuals

Line 20 Various Companies/Individuals

Line 21 UPRR and NS and BNSF

Line 22 UPRR and NS and BN