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I COUNSEL’S ARGUMENT AND SUMMARY OF EVIDENCE

Total Petrochemicals & Refining USA, Inc., (“TPI”) hereby submits its Rebuttal
Evidence and Argument on stand-alone costs (“SAC”). TPI submitted Opening Evidence and
Argument on February 18, 2014. This Rebuttal responds to the Reply Evidence and Argument
submitted by CSX Transportation, Inc. (“CSXT”) on July 21, 2014." TPI’s Rebuttal Evidence
follows the format set forth in General Procedures for Presenting Evidence in Stand-Alone Cost
Rate Cases, STB Ex Parte No. 347 (Sub-No. 3) (served March 12, 2001) (General Procedures).
The remainder of this Part [ presents the legal argument and a summary of TPI’s Rebuttal
Evidence, with Part I-A presenting a brief overview, Part I-B summarizing the SAC evidence
and Part I-C summarizing TPI’s request for relief. Part III of this Rebuttal Evidence®
demonstrates that the challenged rates are unreasonable because they exceed the SAC rate. In
Part IV, TPI sets forth the qualifications of its witnesses for its SAC evidence.

A. OVERVIEW AND SUMMARY

Consistent with Board guidelines, TPI submitted its complete case-in-chief in its Opening
Evidence. TPI’s evidence presented a SARR — the “TPI Railroad” or “TPIRR” — that operates
over a system of approximately 6,900 miles in length through the states of Alabama, Florida,
Georgia, Illinois, Indiana, Kentucky, Louisiana, Maryland, Mississippi, North Carolina, New
York, Ohio, Pennsylvania, South Carolina, Tennessee, Virginia and West Virginia, and through

the District of Columbia, moving largely over the same routes, and in the same manner, as CSXT

' Throughout TPI’s Opening Evidence, all text within single brackets is {CONFIDENTIAL}
and all text within double brackets is {{HIGHLY CONFIDENTIAL}} pursuant to the
Protective Order adopted in the Board’s decision served on June 23, 2010 in this proceeding.
Under General Procedures, “Part II”” of a Complainant’s evidence is reserved for evidence on
the issue of market dominance. Since the issue of market dominance was bifurcated in this
case and was decided in the Market Dominance Decision, there is no Part II to this
submission. As set forth in General Procedures, TP1 will continue to use “Part III” to
denominate the section designated for the submission of SAC evidence.
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does today. In its evidence, TPI explained in detail the procedures that it had used, which were
consistent with the rules, principles and precedent that the Board had enunciated in past SAC
cases, and “support[ed] the feasibility of all components of its design and cost estimates.” FMC,
4 S.T.B. at 723. TPI’s evidence showed that the challenged CSXT rates are extraordinarily high
— higher by far than the rates produced by the Board’s SAC procedures.

In its Reply, CSXT describes TPI’s operating plan as having problems “so serious and
pervasive” that “CSXT would have been well-justified to discard TPI’s operating plan and
develop its own, alternative plan,” but then claims that it nevertheless “has endeavored to correct

3 . ..
”® Neither claim is accurate.

and supplement deficient TPI evidence rather than starting anew.
Rather, CSXT has unfairly attempted to tar TPI with the same brush that resulted in the Board
rejecting the complainants’ operating plans in DuPont and SunBelt. However, CSXT’s claim
that it has “corrected” TPT’s evidence tacitly recognizes that the Board, in DuPont and SunBelt,
also required that “the defendant in a SAC case...make any necessary corrections to the
complainant’s opening evidence rather than submitting something entirely new on reply, to avoid
having operating plans so different as to impede comparison.”* Thus, CSXT tries to hedge its
bets by claiming that TPI’s operating plan is irreparably flawed in order to justify the
introduction of a new operating plan, but at the same time claiming that it has corrected TPI’s
evidence rather than starting anew.

In this Rebuttal, TPI demonstrates that it has not committed the errors claimed by CSXT,

and that CSXT has in fact submitted a brand new operating plan that it attempts to disguise as a

correction of TPI’s plan. Furthermore, TPI exposes multiple incidents of CSXT severely

* See CSXT Reply, p. I-14.
* See, DuPont, slip op. at 41, citing Gen Procedures for Presenting Evidence in Stand-Alone
Cost Rate Cases, 5 S.T.B. 441, 446 (2001). See also, SunBelt, slip op. at 13.
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criticizing TPI’s evidence as infeasible, impractical or unrealistic in an attempt to damage the
credibility of TPI’s witnesses, but then adopting the exact same approach as TPI without even
acknowledging that it is doing so. CSXT goes so far as to suggest that TPI and its witnesses are
incompetent and even to strongly intimate that one witness has committed perjury.

The following are among the more egregious examples of CSXT manufacturing flaws in
TPI’s Opening Evidence:

e CSXT accuses TPI of “missing” 44,694 local trains in its operating plan, but only adds
5,940 trains in its “corrected TPI train list” for a total of 48,148 local trains. If CSXT had
corrected TPI’s train list, it should have included 86,902 local trains. Moreover, CSXT’s
MultiRail-based local train list also contains just 60,788 trains.

e Among the allegedly missing trains, CSXT claims that TPI missed 28,860 industrial yard
trains because TPI did not search for “Y” trains in CSXT’s traffic data, when in fact
CSXT has not identified these trains from its historical traffic data of trains that actually
did handle TPIRR traffic, but rather, from its train profiles of all trains that possibly could
have been used for TPIRR traffic.

e In order to bolster its claim that TPI omitted 28,860 industrial yard trains, CSXT’s
MultiRail analysis employs yard trains for 69 percent of TPI’s issue movements,

although just 4 percent of the issue movements occurred on yard trains according to
CSXT’s historical traffic data.

e Despite modeling 28,860 industrial yard trains in MultiRail, CSXT excluded those trains
from its generation of both local and yard train statistics, which is further evidence that
those trains are window dressing. In fact, CSXT developed yard train statistics in the
same manner as TPI through a completely separate analysis.

e Although CSXT claims that TPI disregarded 92 separate industrial yard train symbols
representing 555 weekly train starts, CSXT only included 11 such trains in its peak week
RTC simulation. Moreover, this extrapolates to just 572 annual industrial yard trains,
which is a far cry from 28,860.
At bottom, CSXT attempts to exploit its position as “the railroad” to lend a false sense of
credibility to its criticisms. But TPI has engaged its own former railroad expert witnesses,

including one with 18 years’ experience with CSXT itself, not only to rebut CSXT’s claims, but

to expose its many attempts to mislead the Board.
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Despite its claims to the éontrary, CSXT presents a brand new operating plan based upon
the MultiRail software that has absolutely no connection to TPI’s operating plan, and thus cannot
be portrayed accurately as a “correction” of TPI’s plan. CSXT nevertheless tries to disguise its
operating plan as a correction by using a modified version of TPI’s Opening train list in its Reply
RTC simulation. But that smokescreen only serves to sever CSXT’s RTC simulation from its
actual MultiRail-based operating plan, resulting in CSXT’s failure to demonstrate the feasibility
of its operating plan and rendering its RTC results meaningless. The end result is a disjointed,

inconsistent and incoherent operating plan. For example:

e CSXT models 48,148 historical local trains in its RTC simulation, but its MultiRail
analysis models 60,788 entirely different hypothetical trains with different consists.

e CSXT develops an incomplete set of yard dwell times in its narrative and does not even
model those dwell times with consistency in its RTC simulation.

e (CSXT develops yard receiving and departure tracks through a formulaic process in its
narrative, but does not model those tracks counts for 43 of the TPIRR’s yards in the RTC
model, including all but one hump yard. Moreover, CSXT’s RTC model demonstrates

that CSXT’s formulaic track counts are insufficient at some yards, excessive at others,
and overstate the required receiving and departure tracks in the aggregate.

e CSXT inappropriately mixes apples and oranges by applying the operating statistics from
its RTC simulation of 48,148 actual historical train movements to develop operating
expenses for its 60,788 unrelated hypothetical trains from its MultiRail-based operating
plan.

The Board should reject CSXT’s operating plan both because it is not a correction of TPI’s plan
and CSXT has failed to demonstrate its feasibilify in the RTC model. Furthermore, TPI Rebuttal
Witness John Orrison has identified numerous inefficiencies that CSXT has baked into its
MultiRail operating plan based upon his knowledge of MultiRail, CSXT’s operations during his

18 year tenure with CSXT, and the operations of two other Class I railroads for which he has

worked.
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CSXT’s attempts to discredit TPI’s evidence do not stop with TPI’s operating plan. They

extend to nearly every facet of the SAC analysis. But just as with its operating plan, CSXT

presents inconsistent, misleading, self-serving, and unrealistic criticisms. For example:

CSXT virulently objects to internal (so-called “leapfrog”) cross-over traffic as a violation
of SAC principles. But internal cross-over traffic is identical to the overhead cross-over
traffic of past cases, with the single exception that the residual incumbent is the bridge
carrier rather than the SARR. Moreover, in Ex Parte 715, CSXT alleged that overhead
cross-over traffic overcompensates the bridge carrier, but now that the residual incumbent
is the bridge carrier in the internal cross-over traffic scenario, CSXT claims the bias is
reversed. CSXT cannot have it both ways.

CSXT self-servingly objects to TPI’s use of a distributed power locomotive configuration
by requiring the TPIRR to reconfigure all cross-over traffic locomotives at the
interchange, thereby adding 45 minutes of dwell time. Rather than accept this dwell
time, TPI has eliminated the DP configuration on all cross-over trains.

CSXT claims that its “standard practice” is to extend the fuel surcharge provisions in
existing intermodal contract when those contracts are renewed, even though its evidence
shows a trend of applying its default intermodal fuel surcharge program.

CSXT objects to TPI’s correction of flawed data to develop revenues and offers its own
correction, despite refusing TPI’s requests that CSXT do so during the discovery process.

Having failed to produce leases for road locomotives in discovery, CSXT objects to TPI’s
reliance upon leases in prior SAC cases.

In a break with precedent, CSXT has developed peaking factors for individual rail car
types at unrealistic levels ranging from 43 to 146 percent.

CSXT identifies flaws in its own discovery data to criticize TPI’s MOW plan, but then
uses the very same data that it claims is too flawed for TPI’s use to justify its own
proposed MOW staffing at a higher level.

Although CSXT acknowledges that the TPIRR’s newly-constructed bridges would have
fewer maintenance requirements, it refuses to acknowledge a similar reduction in track
maintenance needs. It would be inconsistent with SAC principles to require TPIRR to
invest in brand new infrastructure and then deny it the maintenance benefits that go along
with that investment.

CSXT attempts to justify its MOW staffing by comparing track miles per employee based
solely on mainline tracks and sidings, without regard for nearly 10,000 miles of yard, set-
out, and helper track that also must be maintained. Using just main line track miles,
CSXT creates the appearance that its MOW employees maintain 29 percent less track on
average.

I-5
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e Although CSXT purports to accept that TPI can construct a PTC system in 2010, CSXT
imposes upgrade costs based upon an arbitrary 25% increase to CSXT’s own PTC costs,
thereby imposing more costs to install PTC upon the TPIRR than CSXT itself will incur.

e CSXT inconsistently argues that the industry is irrelevant to the size of an equity flotation
fee, but then states that industry comparisons are relevant. Indeed, CSXT’s own
insistence that the size of an IPO is the most relevant factor would lead to a far smaller
flotation fee than CSXT has proposed for the TPIRR.

e CSXT improperly attempts to selectively update various forecasts and indices from those
it produced in discovery when such updates are favorable to it. Neither TPI nor the
Board can know whether CSXT has ignored other information in its possession that
would be favorable to TPI.

Despite many disagreements with CSXT, TPI has accepted portions of CSXT’s evidence.
In some instances, TPI has accepted a CSXT criticism as legitimate and either adopted CSXT’s
evidence or made corrections where CSXT’s evidence was infeasible, impractical, or unrealistic.
In other instances, although TPI disagreed with CSXT’s criticism, TPI nevertheless accepted
CSXT’s evidence so as not to risk rejection of its operating plan if the Board should disagree
with TPI’s position on several issues of first impression. TPI also accepted CSXT’s evidence,
despite disagreements, if TPI’s evidence would have constituted impermissible rebuttal.
Consequently, TPI firmly believes that its Rebuttal Evidence is a conservative overstatement of
the TPIRR’s true costs as a least-cost, optimally-efficient SARR. After modifying its Opening
Evidence to reflect many of CSXT’s criticisms, TPI’s Rebuttal Evidence still demonstrates that

the challenged CSXT rates are unreasonably high.

B. THE EVIDENCE SHOWS THAT THE CHALLENGED RATES ARE
UNREASONABLY HIGH

1. The Proper Scope of Rebuttal Evidence

In a number of its past decisions, the Board has enunciated principles to guide parties as

to the parameters of permissible rebuttal evidence in rate reasonableness cases before the Board.
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These decisions include in particular General Procedures and Duke/NS, but helpful discussions
exist in other cases, including PSCo/Xcel, Duke/CSXT, CP&L, Otter Tail, and WFA/Basin.

Under this precedent, rebuttal must be supported. See Duke/NS, 7 S.T.B. at 637.
Moreover, a complainant cannot alter opening evidence that the defendant has not challenged,
PSCo/Xcel, 7 S.T.B. at 643-644, and Otter Tail, slip op. at 4, nor can it significantly redesign its
SARR or alter the core assumptions upon which its case-in-chief is based. See Duke/NS, 7
S.T.B. at 100, 133; Duke/CSXT, 7 S.T.B. at 450; PSCo/Xcel, 7 S.T.B. at 643-44; FMC, 4 S.T.B.
at 790.

If a railroad does challenge a portion of the shipper’s opening evidence, then the shipper
can accept the railroad reply or assert that its own opening evidence is superior. Duke/NS, 7
S.T.B. 100-101. However, the Board has also made clear in Duke/NS that, in certain
circumstances, the shipper can also “refine its evidence to address issues raised by the railroad
regarding its opening evidence.” Id. Specifically, in such cases, the options open to the shipper
are:

(a) if the railroad has identified flaws in the shipper’s opening evidence but has not

provided substitute evidence, the shipper can supply “corrective evidence” with support;

or,

(b) if the railroad has identified flaws in the shipper’s opening evidence and the railroad

has provided substitute evidence, the shipper can show that the railroad’s substitute

evidence is “unsupported, infeasible or unrealistic,” and then supply “corrective
evidence” with support.

Duke/NS, 7 S.T.B. at 100-101, 141, 175, 190. In the second case, “infeasible” evidence is
evidence that would not work; “unsupported” evidence is evidence for which there is no proof
that it would work; and “unrealistic” evidence is evidence that is (a) not what the defendant
railroad itself does in a comparable situation, (b) what other railroads generally do in that

situation, or (c¢) otherwise constitutes needless “gold-plating.” Duke/NS, 7 S.T.B. at 101, n.19.
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However, the Board has also indicated that, even where it is permissible for the
complainant to supply corrective evidence, the shipper cannot use just any new supporting
evidence on rebuttal, because the railroad would not have had an opportunity to respond. See,
e.g., Duke/NS, 7 S.T.B. at 138, Otter Tail, slip op. at 4, WFA/Basin, slip op. at 68-69, General
Procedures, 5 S.T.B. at 446. The Board has determined that acceptable corrective evidence can
include: (a) any evidence submitted in the opening or reply”; (b) any documents or information
produced in discovery®; () STB precedent’; (d) real-world practices of the defendant railroad®;

and (e) certain other types of evidence, such as what other real-world railroads do.’

See, e.g., PSCo/Xcel, 7 S.T.B. at 637, WFA/Basin, slip op. at 71.

b See, e.g., WFA/Basin, slip op. at 48, FMC, 4 S.T.B. at 814 (STB re-states locomotive and car

repair costs based on discovery documents cited by complainant). The Board has held that the

complainant is entitled to rely on information received in discovery, and the railroad cannot

impeach its own discovery documents. PSCo/Xcel, 7 S.T.B. at 683.

See, e.g., CP&L, 7 S.T.B. at 314, WFA/Basin, slip op. at 40 (car maintenance expense)

See, e.g., Otter Tail, slip op. at C-4 (fuel consumption based on defendant’s system average);

Duke/NS, 7 S.T.B. at 191 (STB uses rebuttal for hook bolts where shipper shows that its

rebuttal is based on defendant’s standards) (see also CP&L, 7 S.T.B. at 328, same issue);

Duke/NS, 7 S.T.B. at 194 (STB uses correction to reply evidence advanced by the

complainant on rebuttal for communication system towers where shipper shows that its

rebuttal exceeds the real-world practices of the defendant); WFA/Basin, slip op. at 48 (STB
uses rebuttal evidence when complainant shows that defendant’s contract for taxi expenses is
the best evidence of record); WFA/Basin, slip op. at 93 (STB uses compaction ratio for
subballast quantities advanced on rebuttal where complainant shows that it was based on
defendant’s source material)

See, e.g., CP&L, 7 S.T.B. at 293 (STB adopts shipper’s rebuttal evidence on dispatchers based

on comparison with KCS); Duke/NS, 7 S.T.B. at 177 (STB uses rebuttal for yard drainage

where shipper showed that elaborate drainage advanced by defendant on reply is not generally
used by railroads) (see also CP&L, 7 S.T.B. at 314 for same issue). Occasionally, the Board
has permitted certain other rebuttal, see, e.g., Duke/NS, 7 S.T.B. at 173 (evidence based on
physical inspection of line).

If a shipper shows that the railroad’s reply evidence is unsupported, infeasible or unrealistic on a
particular SAC issue, then the Board may accept increases in the shipper’s SARR cost on that
issue when added by the shipper on rebuttal, regardless of support. See, e.g., WFA/Basin, slip
op. at 100 (shipper’s rebuttal showed that railroad’s inclusion of .68 miles of SARR yard
track was unnecessary; Board accepted shipper’s addition of .05 miles of lay-up track without
additional support).
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Recently, the Board clarified that “some latitude in answering one another’s arguments is
required” when parties develop operating plans in different manners. SunBelt, slip op. at 8. In
particular, in correcting its opening evidence in response to legitimate criticisms, a complainant
is not restricted to merely adopting the defendant’s operating plan, but instead may adopt the
defendant’s methodology as modified to fit the complainant’s operating plan. As was the case in
SunBelt, CSXT has developed its operating plan in this proceeding in a very different manner
from TPI, which requires a similar degree of latitude in evaluating TPI’s rebuttal evidence.

In Duke/NS, the Board also warned potential defendants that they “may not take unfair
advantage of weaknesses in the shipper’s opening evidence by submitting reply evidence that is
itself unsupported, infeasible, or unrealistic, or that presents criticism without appropriate
evidence that can be used in the Board’s SAC analysis.” The Board concluded that, if the
defendant railroad does present unsupported, infeasible or unrealistic evidence, or presents
criticism without evidence that can be used by the Board, “the shipper may use rebuttal to correct
deficiencies that have been identified.” Duke/NS, 7 S.T.B. 100-101.

Finally, the Board has made clear that, when precedent exists on a particular SAC issue,
the party seeking a deviation from precedent has the burden of proof. See, e.g., PSCo/Xcel, 7
S.T.B. at 644; WEFA/Basin, slip op. at 53-54, 68-69; Otter Tail, slip op. at C-16. There are
multiple issues in this case where each party proposed to deviate from precedent.

In presenting its rebuttal SAC evidence, TPI has been mindful to adhere to the Board’s
guidelines on the proper role of rebuttal evidence. As will be discussed infra, there are crucial
instances where CSXT has failed to provide the Board with information or programs to support
its case, to which TPI responds by showing that its own evidence is feasible and supported, or by

supplying corrective evidence in accord with the principles in Duke/NS. In other instances, TPI
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shows that CSXT’s evidence is infeasible, unsupported, or unrealistic, and then either shows that
its opening evidence in fact meets the Board’s standards or supplies corrective evidence using
the types of evidence approved by the Board on rebuttal.

2. Traffic and Revenues (Part III-A)

The TPIRR traffic group includes a broad range of commodities moving in intermodal,
unit train, manifest (mixed general freight), and local trains. In its Opening Evidence, TPI
explained the procedures that it followed to identify and model this traffic under the principles
enunciated in Coal Rate Guidelines and subsequent cases, in light of the nature and complexity
of this case and the limitations of CSXT data produced in discovery. On Reply, CSXT
challenges TPI’s calculation of both historical and projected traffic volumes, TPI’s projected
revenues, and TPI’s use of internal cross-over traffic. In this Rebuttal Evidence, TPI summarizes
the dollar value of the differences, addresses differences in the approach that each party has used,
and explains why TPI’s Rebuttal Evidence presents the best evidence of record.

a. Historical traffic volume.

TPI selected historical volumes from actual CSXT traffic data for the period from July 1,
2010 through June 30, 2013. Although CSXT generally accepts TPI’s historical volumes, CSXT
claims that TPI overstated those volumes based upon three criticisms: (1) TPI over-included
traffic in the TPIRR traffic group for the 2010, 2011 and 1Q-2Q2013 time periods;'® (2) TPI
incorrectly included traffic in the TPIRR traffic group that does not traverse the TPIRR lines;'!
and (3) TPI improperly included certain high-priority intermodal traffic.'® In Rebuttal, TPI has
accepted the first two criticisms, but rejects the third criticism, that TPI improperly included

certain high-priority intermodal traffic.

19 See, CSXT Reply, pp. I1[-A-2-6.
" 1d. pp. III-A-7-8.
2 Id. pp. T1I-A-8-10.
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CSXT’s exclusion of certain high-priority intermodal traffic is linked to its criticism of
internal cross-over (so-called “leapfrog”) traffic.'® Despite its extensive criticism of internal
cross-over traffic, CSXT nevertheless retains most such traffic in its SAC analysis. The sole
exception is a subset of intermodal traffic for which CSXT claims the TPIRR cannot provide
equivalent service because the additional interchanges lead to increased transit times and
increased transit times would cause the TPIRR to lose the business. Moreover, CSXT inflates
the interchange times between the TPIRR and residual CSXT by insisting that the residual CSXT
will not agree to a distributed power configuration for these trains thereby requiring additional
time at interchanges to reconfigure the locomotives.'* Based on this logic, CSXT excluded
intermodal traffic for two specific customers from the TPIRR traffic group.

In Rebuttal, TPI retains this intermodal traffic because CSXT’s objections are baseless,

contrived, and self-inflicted. See TPI Reb. Part III.A.1.a. CSXT does not present any empirical

data to support its claim that TPIRR’s service would be worse. { /||l RN
____________________________________}

Because these trains already must stop for fuel, inspections, and other operating considerations,
these functions could be performed at the interchanges to minimize, if not eliminate, additional
time. CSXT’s refusal to accept DP configuration is a self-imposed restriction designed to

impose additional time, but TPI has rendered this issue moot by agreeing to use CSXT’s

13 TPI provides a detailed response to CSXT’s criticisms of internal cross-over traffic in Part
1IL.C.3.

' Id. pp. 1I-A-9-10.

15 CSXT claims that it excluded intermodal traffic to “two customers, UPS on the route to/from
New York and Threads Express to/from Charlotte”. (See, CSXT Reply, p. I1I-A-9). CSXT’s
work papers, however, show that CSXT also excluded cross-over intermodal traffic for United
Parcel Service (“UPS”), Seaboard Marine LTD, and Crowley Liner Services from the TPIRR
traffic group. The intermodal traffic excluded by CSXT is minimal and amounts to
approximately 34,000 units out of a total of 2,460,000 total intermodal units in 2012 (or 1% of
intermodal traffic).
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preferred head-end configuration for these trains. Finally, the TPIRR actually moves these trains
over the TPIRR segments 17% faster on average (including additional interchange time) than
historical CSXT train movements.

b. Projected traffic volume

TPI’s Opening Evidence forecasted traffic volume growth over two distinct periods.
Specifically, TPI forecasted volumes from 2014-2017 based upon CSXT’s internal forecasts for
coal, merchandise, and intermodal volumes. For 2018-2020, which are years not covered by
CSXT’s internal forecasts, TPI used a compound annual growth rate (“CAGR”) based on the
CSXT internal forecasts.

For the 2014-2017 period, CSXT generally accepted TPI’s methodology to develop
growth rates based on the CSXT internal forecast for merchandise and intermodal traffic but
rejected the methodology for coal traffic. Specifically, CSXT complained that TPI’s coal
volume forecast index included traffic not in the TPIRR traffic group and proposed to correct
this issue by aggregating its internal forecast at the Origin Region-Destination level. In Rebuttal,
TPI accepts CSXT’s criticism but rejects its proposed solution. See Part IILA.1.b.i. Instead, TPI
retains its Opening methodology but excludes traffic not in the TPIRR traffic group. TPI’s
Rebuttal approach is superior because it is consistent with recent Board decisions in DuPont and
SunBelt; it maintains consistency with the methodology also used by TPI, and accepted by
CSXT, for merchandise and intermodal traffic; and it directly addresses CSXT’s criticism in a
straightforward manner, whereas CSXT’s methodology requires several adjustments to the
internal forecasts CSXT provided in discovery.

TPI also objects to CSXT’s methodology because CSXT selectively updated its internal
coal forecasts produced in discovery, without also updating its forecasts for other commodities.

Selective updating by the defendant, after the close of discovery, is prone to “gaming” because
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only the defendant knows which forecast updates are favorable or unfavorable and can restrict its
evidence to just those forecasts that favor its position.

For the 2018-2020 period, CSXT rejected TPI’s use of a CAGR due to the impact of one-
time events and small initial volumes, and proposed an alternative method based upon EIA AEO
forecasts. In Rebuttal, TPI continues to use a CAGR because it is consistent with the
methodology approved by the Board in DuPont and SunBelt; the two problems cited by CSXT
actually have a very negligible impact on 2018-2020 volumes; the problems cited by CSXT can
work in both directions with minimal net impact on total volumes; CSXT’s proposed EIA AEO
methodology is unprecedented and prone to distortions; and a CAGR based on CSXT’s own
forecast is a superior metric. See Part III.A.1.b.ii.

c. TPIRR revenues

In Reply, CSXT generally accepted TPI’s calculation of historical and projected TPIRR
revenues. However, CSXT made several adjustments to TPI’s calculations in the following
general areas: (1) rate escalation adjustment and fuel surcharge adjustments; (2) adjustments for
movements with no shipment keys; and (3) adjustments to TPIRR cross-over traffic.

First, CSXT has made multiple adjustments to TPI’s projected revenues that TPI has
accepted on Rebuttal. TPIL, however, rejects CSXT’s changes to fuel surcharges on shipments
interchanged with BNSF at Birmingham, AL and fuel surcharges for expiring contracts. See Part
III.A.2.b. TPI stands by its Opening position that the Birmingham traffic will pay fuel
surcharges in the forecast period based upon CSXT’s intermodal surcharge program. TPI also
continues to apply CSXT’s intermodal surcharge program to traffic upon the expiration of
existing contracts, as opposed to CSXT’s assumption that the contracts would be renewed with

the same surcharge terms, because CSXT has not proven its claim that it has a “standard
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practice” of extending the same fuel surcharge terms to contract renewals when in fact the
evidence is to the contrary.

Second, CSXT objects to the methodology that TPI used to evaluate a unique group of
CSXT revenue waybill records that did not contain data in a vital database field called “shipment

key"716

Without this shipment key, TPI was unable to properly link the CSXT car or container
revenue data with the CSXT car event data, which means that TPI was unable to determine if the
revenue was associated with rail cars that traverse the TPIRR. In Reply, CSXT admits that the
data in question contains missing components on the records, but criticizes the approach used by
TPI in Opening to include these revenue records in the TPIRR historical revenues as “overly
inclusive.”!” CSXT offers an alternative method to match the revenue and car event data based
upon its separate analysis of the data. CSXT’s alternative is too little, too late. At several points
during the discovery process, TPI asked CSXT to clarify or correct this data issue and CSXT
declined to do so. The Board should require CSXT to live with the consequences of its decision
almost four years ago to produce bad data in discovery and then to resist providing corrected data
in response to questions about the bad data by TPI (i.e., sandbagging). See Part II1.A.2.a.i.

Third, although CSXT accepts TPI’s use of the Alternative ATC methodology adopted in
Ex Parte 715 for cross-over traffic revenue allocations, it makes several adjustments and

modifications. Specifically, CSXT: (1) recalculated on-SARR mileages to re-classify certain

segments as on- or off-SARR and account for segments that are split between TPIRR and the

16" A shipment key is a 14-character code provided by CSXT that uniquely identifies each car
movement in the car event data. This key is essential for linking CSXT car waybill and
CSXT container waybill data with the CSXT car event data. Without this key, TPI is unable
to directly link the CSXT revenue and the CSXT car event data which means that TPI is
unable to determine if the revenue is associated with cars that traverse the TPIRR.

17 See CSXT Reply,. p. II-A-28.
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residual CSXT;"® (2) adjusted proxy ATC percentages for certain coal shipments;'® (3) used the
STB’s official version of CSXT’s 2012 URCS; and (4) modified TPI’s treatment of traffic
moving in certain local trains.”! On Rebuttal, TPI has accepted some, but not all, of these
adjustments. See Part [1.A.2.a.iv. TPI accepts CSXT’s recalculation of on-SARR mileages only
in part. TPI agrees that some, but not all, of the network links that CSXT has identified as off-
SARR truly are off-SARR. TPI also accepts CSXT’s refinement of TPI’s approach to
distinguish between internal rerouted traffic and internal cross-over movements. TPI has
adopted CSXT’s methodology to identify the miles on network links that are split between the
TPIRR and residual CSXT.** TPI accepts CSXT’s adjusted proxy ATC percentages for coal
shipments. TPI also accepts CSXT’s use of the STB’s version of CSXT’s 2012 URCS and has
incorporated its use in Rebuttal. Finally, because TPI is adding the On/Off-SARR local trains to
its operating plan that CSXT alleges were missing on Opening, TPI accepts CSXT’s inclusion of
terminal switching performed by those trains in the ATC calculations.

CSXT also proposes two alternative modifications to the ATC revenue allocation
methodology when applied to internal (so-called “leapfrog) cross-over traffic.> TPI rejects
those modifications on both procedural and substantive grounds. See Part I11.A.2.a.iii.
Procedurally, because the Board adopted the ATC methodology for all cross-over traffic in the

Ex Parte 715 formal rulemaking proceeding, it may only make modifications through another

18 See, CSXT Reply, pp. III-A-40-43.

¥ Id. pp. III-A-45-46.

20 1d. p. 1II-A-44.

2L 1d. pp. III-A-43-44.

2 A split link can occur when the TPIRR creates a cross-over movement at a location not at the
end-point of a network link.

2 See, CSXT Reply, p. I1I-A-39.
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such rulemaking.** Substantively, CSXT’s first proposal violates SAC and economic principles.
Rather than attempting to allocate revenues between the SARR and residual incumbent, this
proposal is a back-door attempt to expand the SAC analysis to off-SARR segments. In addition,
its determination of revenue divisions based upon the SARR’s costs is inconsistent with the
purpose of ATC to determine how much the incumbent carrier would allocate to different
segments of the incumbent’s network based on the incumbent’s costs.”” CSXT’s second
proposal essentially is the Efficient Component Pricing (“ECP”’) method that the Board rejected
in Nevada Power and Major Issues.®® As the Board noted in Major Issues, the use of ECP, or
schemes like it, such as CSXT’s proposed methodology, inject bias in favor of the railroads and
render cross-over traffic ineffectual in simplifying the SAC analysis.?’

d. Rerouted traffic

CSXT accuses TPI of failing to disclose “a massive amount of re-routed traffic.”*® This
is melodramatic nonsense. Where CSXT operates two parallel routes in major urban areas, TPI
merely consolidated the traffic over a single route. These are not lengthy reroutes and they are
completely internal to the TPIRR. CSXT’s suggestion that reroutes of such short distances
would have any major impact upon the TPIRR’s customer service is unfounded. Furthermore,
although CSXT claims that the Board should disallow this rerouted traffic, CSXT includes this

traffic in its SAC analysis.

2* Indeed, the Ex Parte 715 proceeding was initiated to modify the original ATC methodology
adopted in the Major Issues formal rulemaking.

>* See, WFA/Basin I at 12, AEP/Texas II at 13 and WFA/Basin Il at 13.

26 See, Nevada Power II at 265, and Major Issues at 29.

27 See, Major Issues at 36.

8 See, CSXT Reply, p. I-15.
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3. The Stand-Alone Railroad (Part III-B)

The TPIRR is an extensive system that replicates nearly 7,000 route miles of the real-
world CSXT system. In Opening, TPI replicated 6,866 route miles. CSXT added line segments
in Reply, which TPI has accepted, thus bringing the total size of the TPIRR to 6,912 miles.
CSXT also converted 45.63 miles of trackage rights line segments to constructed lines, because it
has a partial ownership interest. TPI accepts these conversions, but does not include these lines
in the TPIRR’s maintenance expenses because there are joint facility agreements that cover those
costs. TPI also corrects CSXT’s treatment of costs for the Monongahela Railway in the DCF
Model. See Part II11.B.1.a.

In Reply, CSXT accepted TPI’s twelve (12) major yards, sixty-eight (68) “other” yards,
nineteen (19) intermodal terminals, twenty (20) automotive facilities, twenty-three (23) bulk
transfer facilities, and eighty-seven (87) additional interchange locations. CSXT, however,
added five (5) “other yards,” three (3) intermodal terminals, two (2) partially-owned yards, one
(1) coal terminal, and seventeen (17) additional interchange locations. TPI accepts many of
these additions, such as RIP tracks, hump lead tracks, and classification tracks. However, TPI
rejects many of CSXT’s proposed changes because they are unsupported or are the product of
CSXT’s flawed operating plan. For example, TPI rejects CSXT’s addition of: (a) yard lead
tracks at ten facilities, (b) track for twelve proposed locomotive service and inspection stations,
(c) thirty interchange tracks at ten yards, (d) run-around tracks at 12 major and 68 other yards,
and (e) 8 out of 17 interchange yards. Many of the changes that CSXT has made to the TPIRR
are the result of arguments advanced by CSXT in other sections of its Reply Evidence, to which

TPI responds in Parts I1I-D and III-F of this Rebuttal. See Part II1.B.2.
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4. Operating Plan (Part I1I-C)

CSXT is highly critical of TPI’s operating plan for the TPIRR, claiming that TPI has
failed to satisfy the fundamental requirements for a feasible carload operating plan. Much of
CSXT’s criticism mirrors the criticisms that NS levied against the complainants’ operating plans
in DuPont and SunBelt in a clear attempt to tar TPI with the same brush. Specifically, CSXT
claims that TPI omitted a massive number of local trains and that it failed to present a
classification and blocking plan. CSXT then adds a third major criticism of TPI’s yard service
plan. Together, this triumvirate of criticisms forms the foundation of CSXT’s attack upon TPI’s
operating plan. CSXT then attempts to exploit these alleged flaws, just as NS did in DuPont and
SunBelt, to justify its creation of an entirely new operating plan based upon the MultiRail
software.

The problem with CSXT’s story is that it is not true. First, CSXT fabricated a group of
trains that it claims TPI “missed” in developing its opening evidence. TPI could not have missed
them because they did not exist, do not appear in CSXT’s historical traffic databases, and could
not have moved actual historical traffic in the real world. Furthermore, CSXT does not even
include them in its Reply train list used to develop operating expenses. In addition, CSXT’s
RTC simulation is based on an adjusted version of TPI’s opening train list, and does not reflect
the trains CSXT included in its operating plan.

Second, by modeling the same trains as CSXT operates in the real world, TPI has
adopted CSXT’s actual blocking plans and TPI has developed the critical car classification
counts at intermediate yards that DuPont and SunBelt had omitted from their opening evidence,
thus eliminating CSXT’s excuse for using MultiRail. Third, with a few Rebuttal adjustments,
TPI’s yard service plan matches CSXT’s real-world productivity levels. Moreover, CSXT has

not modeled its Reply yard receiving and departure track counts or dwell times in its Reply RTC
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simulation to demonstrate their feasibility. Finally, contrary to its claims, CSXT has used
MultiRail to create an entirely new operating plan rather than correct the alleged flaws in TPI’s
operating plan. Furthermore, CSXT’s MultiRail operating plan replicates many of the same
elements CSXT critiqued, thereby effectively adopting TPI’s Opening Evidence for those same
operating plan elements.

Much of CSXT’s criticism is hyperbole that CSXT repeats over and over in the clear
hope and expectation that the Board will defer to CSXT’s operating expertise as “the railroad” in
this case. Although TPI’s Opening Evidence operating plan was sponsored by Richard
MacDonald, who has 42 years of railroading experience with both eastern and western carriers,
CSXT suggests that he had only a small role in developing TPI’s plan. In order to rebut this
suggestion and to demonstrate that TPI’s Opening Evidence is sound, TPI engaged John Orrison
as a rebuttal witness to review TPI’s methodology for developing its operating plan, CSXT’s
critique of that plan, and CSXT’s Reply operating plan based upon MultiRail. Mr. Orrison is
uniquely qualified for all three tasks because his 35 years of experience include 17 years with
CSXT, where his many responsibilities included supervising and managing the development of
CSXT’s train profiles, freight car blocks and freight car disposition rules, and implementing new
operating plans to integrate Conrail and CSXT lines and operations. In his various roles, he also
has extensive experience working with MultiRail. Mr. Orrison has confirmed that TPI’s process
for developing its operating plan based upon historical train movements and blocking plans is
both sound and feasible and is used by real-world railroads. Moreover, he has identified multiple
inconsistencies between CSXT’s claims in this case and what CSXT does in the real world.

TPI also engaged three rebuttal witnesses from the consulting firm of R.L. Banks &

Associates, who have operations experience with the former Conrail and NS, to evaluate CSXT’s
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evidence on yard infrastructure and operations. Their review indicates that CSXT has attempted
to gold-plate its yard infrastructure.

Finally, CSXT has levied an unfounded attack upon TPI’s use of internal (so-called
“leapfrog”) cross-over traffic in an effort to outright ban such traffic from the SAC analysis. TPI
shows that the only difference between internal cross-over traffic and traditional overhead cross-
over traffic is a reversal of the segments operated by the SARR and the residual incumbent,
which should be revenue-neutral assuming the Board’s ATC methodology works as it is intended
to work. In addition, TPI shows that internal cross-over traffic is consistent with SAC principles
and does not enable “gaming.”

TPI’s Rebuttal Evidence demonstrates that CSXT’s most strident criticisms of TPI’s
operating plan are unfounded. Where CSXT has identified legitimate criticisms, and in some
instances in which TPI believes CSXT’s criticisms are not justified, but for which the case record
does not provide sufficient detail to disprove CSXT’s claims, TPI has conservatively adjusted its
operating plan to address them, even when CSXT itself did not address those criticisms in its
Reply operating plan. In several instances, despite strongly disagreeing with CSXT’s criticisms,
TPI reluctantly accepts CSXT’s modifications solely to reduce the number of disputed issues.

a. TPI’s operating plan is feasible and realistic.
i. Missing trains

CSXT levies a wildly exaggerated charge that TPI somehow “missed” 44,694 local trains
in developing its operating plan. If this were true, CSXT’s “corrected TPI opening” local train
list for the TPIRR should contain 86,902 trains,” but instead it contains just 48,148 local trains.
In other words, CSXT added just 5,940 of the allegedly missing local trains to the train list it

used as the basis for its Reply RTC modeling analysis. To further confuse matters, the trains

29 42 208 local trains in TPI Opening plus 44,694 allegedly missing trains.
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included in CSXT’s RTC simulation are not the trains that CSXT used to develop operating
statistics and expenses. That list contains 60,788 local trains, which were developed as part of
CSXT’s MultiRail analysis, and still contains 30% fewer trains than CSXT’s claimed 86,902
figure. Nor is there any link whatsoever between CSXT’s two different train lists (i.e., the train
list modeled in RTC and the train list used to develop operating expenses.) CSXT doesn’t even
acknowledge these facts anywhere in its narrative, much less attempt to explain these
disconnects, content to allow the reader who does not carefully examine CSXT’s multiple
different spreadsheets to believe that CSXT has presented a singular coherent train list to
establish the feasibility of its operating plan and to develop operating costs. The fact of the
matter is that TPI did not “miss” any of these trains; nearly two-thirds of the trains do not exist in
the real world and do not appear in CSXT’s historical traffic data, and TPI intentionally omitted
the remainder in Opening for various legitimate reasons. On Rebuttal, TPI conservatively added
11,373 of these local trains to its operating plan, even though CSXT has not proven they are
required to serve the TPIRR traffic group.

CSXT breaks the allegedly missing local trains into three groups. First, CSXT has
identified 5,940 “On/Off-SARR” local trains, which are in fact the only local trains that CSXT
adds to its “corrected TPI opening” train list. On/Off-SARR Local Trains are real-world CSXT
local trains that serve non-issue TPIRR traffic, but that originate or terminate some of that traffic
at off-SARR customer locations and some at on-SARR locations. In other words, this is cross-
over traffic at the local train level. The difference between TPI’s and CSXT’s handling of this
cross-over traffic is that TPI interchanged the traffic with the residual CSXT at the classification
yard, thereby allowing the residual CSXT to provide efficient single-line local service by

operating the local train over its entire route (and collect revenue divisions reflecting terminal
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switching for all cars that moved on those trains), whereas CSXT interchanged the traffic at the
physical end-point of the TPIRR, thereby requiring the unrealistic and inefficient interchange of
a local train mid-route (usually twice because most local trains operate in turn-around service).
CSXT’s treatment also reduced the amount of revenue the residual CSXT would be allocated for
running the same local trains, because it allocated revenues reflecting terminal switching
operations to the TPIRR for much of the traffic moving on those trains. Although TPI
intentionally excluded these trains on Opening for service efficiency reasons (and accepted the
associated reduction in TPIRR revenue allocation under ATC), TPI accepts their addition on
Rebuttal because CSXT has accepted those inefficiencies without objection and because TPI’s
rationale for excluding these trains is untested, which would require TPI to risk rejection of its
entire operating plan based upon this single issue of first impression. TPI nevertheless believes
that its exclusion of these trains is justified and asks the Board to address this issue so that future
complainants are not forced to jeopardize their entire operating plan to obtain a determination of
this single issue. See Part II1.C.2.a.

Second, CSXT claims that TPI omitted 28,860 industrial yard trains from its local train
list. TPI rejects this argument completely because both TPI and CSXT have accounted for yard
trains based upon a different methodology in a different portion of their evidence. Consequently,
including yard trains in their local train lists would constitute a double-count. Industrial yard
trains are not local trains, as evidenced by the fact that CSXT itself does not include any of these
allegedly missing trains in either its “corrected TPI opening” or its Reply local train lists.
Despite the fact that CSXT itself does not include these yard trains on either local trains list, it
goes to great lengths to suggest that TPI missed these trains through sheer incompetence.

However, TPI could not possibly have “missed” these trains, because they do not exist in the
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traffic data provided by CSXT in discovery. On the contrary, they were created by CSXT for
Rebuttal! TPI exposes the very deliberate misrepresentations made by CSXT to create that
impression in order to show the lengths to which CSXT has gone in this proceeding to create the
perception that TPI has no clue what it is doing, but then adopting TPI’s methodology and
ignoring its own criticisms without acknowledging those facts to the Board. See Part I11.C.2.b.

Third, CSXT identifies 9,894 additional “missing” trains in a single catch-all category
that really is comprised of four groups. TPI excluded the first group because CSXT’s own traffic
data does not indicate that those trains handle any cars carrying TPIRR traffic, which is a fact
that CSXT admits. TPI omitted the second group because those trains only moved empty cars
(usually just a couple) that TPIRR could plan to move on other local trains carrying revenue
traffic. TPI omitted the third group because those were additional On/Off-SARR local trains.
TPI omitted the last group because these trains performed functions that are unnecessary or that
would be handled by yard trains. On Rebuttal, TPI conservatively has added 5,433 of these
trains based upon CSXT’s Reply explanations, even though CSXT offered no definitive proof
that its claims were factual. Specifically, TPI added all of the trains repositioning empty cars, all
of the On/Oft-SARR trains, and a subset of the remainder that CSXT describes as local switchers
that provide switching at customer facilities even though CSXT’s traffic data does not indicate
that they provide such service to the TPIRR’s traffic, and CSXT’s MultiRail analysis does not
assign any cars to be moved by trains having these train symbols. See Part I11.C.2.c.

In total, TPI has added 11,373 local trains to its Rebuttal train list. Furthermore, unlike
CSXT, TPI has modeled the operations of all these trains in its Rebuttal RTC simulation,

whereas CSXT has modeled only a subset of these trains.
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ii. Internal cross-over traffic

CSXT objects to TPI’s use of internal (so-called “leapfrog”) cross-over traffic, which it
has mischaracterized as “a radical expansion” of cross-over traffic.*® But this is just another
attack by CSXT on the concept of cross-over traffic itself, which CSXT attempts to disguise as
something new. The Board should reject CSXT’s attempt to carve out an internal cross-over
exception to cross-over traffic because internal cross-over movements are the mirror image of
long-accepted overhead crossover traffic, they are consistent with SAC principles and Board
precedent, they are a part of real-world railroading, and they are absolutely essential to a
manageable and cost-effective SAC analysis for carload traffic. See Part I11.C.3.

CSXT takes several inconsistent positions on this issue. See Part II1.C.3.a. The only
difference between internal and so-called “traditional” overhead cross-over traffic is that the
residual incumbent is the bridge carrier in the former whereas the SARR is the bridge carrier in
the latter. Curiously, CSXT contended in Ex Parte 715 that the bridge carrier is over-
compensated when the SARR provides the bridge service in a traditional overhead cross-over
movement, but abandons that position when the residual incumbent provides that service as an
internal cross-over movement in this case. CSXT also doesn’t object to internal cross-over
movements in the context of On/Off-SARR local trains. In fact, CSXT has forced the residual
incumbent into handling local trains as internal cross-over movements.

CSXT wrongly claims that internal cross-over movements violate SAC principles. In
fact, internal cross-over traffic serves the same objectives as cross-over traffic in general by
keeping the SAC analysis focused on the portion of the CSXT system that is needed to transport
the issue traffic, while permitting the TPIRR to achieve the same economies of scale, scope and

density as the real-world CSXT without expanding the SARR to an ever larger and more

30 See, CSXT Reply, p. 30.
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complex system.>! First, CSXT wrongly contends that internal cross-over traffic violates SAC
principles by allowing the SARR to achieve greater economies of scale, scope and density than
the incumbent enjoys.’> But that is precisely what SAC both permits and encourages through
tools such as rerouting traffic to increase density. See Part I11.B.3.b.i. Second, CSXT
inaccurately claims that internal cross-over traffic is different from traditional cross-over traffic
because it does not reduce the geographic scope of the SARR, even though CSXT concedes that
the internal cross-over segments on the TPIRR add up to 4,500 miles. See Part I11.B.3.b.ii.
Third, CSXT inexplicably alleges that internal cross-over traffic complicates the SAC analysis
by creating interchanges between the TPIRR and CSXT at points that do not exist in the real
world. But that is also true of all traditional cross-over traffic, which adds interchanges at the
exact same locations. In any event, the addition of 4,500 route miles of additional track would
complicate the SAC analysis far more than a few interchanges. See Part II1.B.3.b.iii. Fourth,
CSXT’s claim that internal cross-over traffic violates the Board’s rules for re-routing is baseless,
because internal cross-over traffic does not require any rerouting, so those rules are aimed at cost
shifting that does not occur with internal cross-over movements. See Part II1.B.3.b.iv. Finally,
CSXT’s claim that TPI is using internal cross-over traffic to “game” the SAC analysis are not
supported by the facts. See Part IIL.B.3.b.v.

CSXT makes the unsupported and inaccurate claim that internal cross-over movements
are inconsistent with real-world railroading.® CSXT’s claim that railroads always strive to

reduce interchanges is inconsistent with the modern history of short line and regional railroad

31 See, TPI Opening at III-A-17 to 21. E,g., Nevada Power I at 265-66; PSCo/Xcel I at 601-03;
WFA/Basin I, slip op. at 11.

32 See, CSXT Reply, Pp. I11-C-48-49.

3 See CSXT Reply, p. III-C-41.
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spin-offs by Class I railroads which add interchanges. TPI also has presented real-world
examples of internal cross-over movements on both BNSF and NS. See Part [1L.B.3.c.

Finally, TPI has demonstrated that any restrictions upon the use of cross-over traffic in
SAC cases would deprive carload shippers of a practical means by which to present rate
complaints because the SAC process will have become so impracticable, complex, and expensive
that the pursuit of regulatory rate remedies would be futile.’* Large scale SARRs designed to
serve several dozen origin-destination pairs, which already are extremely complex and costly to
present, inevitably will create internal cross-over segments because many of the incumbent’s
lines will not be needed to serve the issue traffic. A ban on internal cross-over traffic will force
complainants to choose between increasing the cost and complexity of SAC cases by drastically
expanding their SARRS to include the internal cross-over segments or accepting much lower
traffic densities that would preclude a SARR from achieving the same economies of scale, scope,
and density as the defendant, with the consequence of reducing the level of rate relief or even
eliminating relief altogether. See Part I11.B.3.d.

iii. Car classification and blocking

CSXT criticizes TPI for not developing a car classification and blocking plan for the
TPIRR and then proceeds to use this alleged deficiency to justify the creation of its own entirely
new plan using the MultiRail software.”> Because TPI’s operating plan runs the same trains with
the same blocks through the same yards as the real-world CSXT operated in the Base Year, TPI
has adopted CSXT’s actual blocking and train service plans during that time period.>® If CSXT’s
Base Year blocking and train service plan provided complete service for all of CSXT’s historical

traffic that moved over the lines replicated by the TPIRR, then that plan also must provide

3% See TPI Opening at I1I-A-24 to 25.
3% See, CSXT Reply, p. II-C-55 to 74.
3¢ See TPI Op. at I1I-C-12.
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complete service for the TPIRR’s Base Year traffic because it is a subset of the same traffic. See
Part I11.C 4.

However, CSXT claims that “adjustments to CSXT’s actual Base Year train service and
car blocking plan...would be required to handle the TPIRR’s Peak Year traffic volumes.””’ That
is not true. Although the TPIRR’s Peak Year volumes are higher than its Base Year volumes,
the customer origins and destinations themselves do not change in a SAC analysis. Volume
growth (or decrease) projections are applied to the Base Year traffic to determine the Peak Year
traffic for the same customer base. As a result, the TPIRR’s Peak Year traffic can move in the
same blocks and on the same trains as the Base Year traffic and receive the same complete
service because the basic flow and pattern of traffic remains the same. TPI witness Orrison
confirms that volumes, which are constantly fluctuating, typically do not trigger changes to real
world blocking plans, and in fact, he still recognizes CSXT’s current blocking plans from his
tenure at CSXT dating back 10-20 years ago. Finally, although a real-world railroad
occasionally might need to adjust its blocking plans to handle increased volume with its sunk
yard infrastructure, the TPIRR’s infrastructure is designed for its Peak Year volume, which
means that TPI can redesign CSXT’s infrastructure to efficiently handle Peak Year volume with
CSXT’s Base Year blocking plan. Both TPI and CSXT in fact have done this by redesigning and
resizing the TPIRR’s yard classification tracks.

TPI also refutes CSXT’s arguments that internal rerouting and internal cross-over traffic
preclude TPI from using CSXT’s blocking plans. Because TPI’s reroutes are on-SARR, short
distance reroutes based on consolidating traffic from multiple CSXT lines in various urban areas

onto a single line, and every train originates and terminates in the same yards where CSXT

37 See, CSXT Reply, p. III-C-57 [emphasis added].
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blocks and classifies that traffic in the real world, those reroutes do not require a new blocking
plan. Internal cross-over traffic also does not require a new blocking plan because the historical
routes are preserved. Interchanging entire trains does not require any classification at all, and
interchanging cross-over traffic between trains occurs at the same yards and in the same blocks
where that traffic is switched from train to train in the real world, with the only difference being
that one train is operated by the TPIRR and the other by the residual CSXT instead of CSXT
operating both trains.

The SunBelt decision clearly holds that a complainant can adopt the incumbent’s
classification and blocking plan, as TPI has done, so long as the infrastructure and staffing
remains adequate to serve the traffic group.®® On Rebuttal, TPI has accepted CSXT’s Reply
classification tracks in order to eliminate this point of contention. In the following sections, TPI
also shows that its yard staffing and locomotives maintain the same level of productivity as the
real-world CSXT. Thus, TPI has provided an acceptable blocking and classification plan.

iv. Yard facilities

CSXT claims that TPI’s proposed yard facilities are inadequate to enable the TPIRR to
perform essential yard functions.”® Specifically, CSXT asserts that TPI has provided inadequate
classification tracks and receiving and departure tracks, has omitted some essential yards, and
has provided insufficient RIP and support tracks. On Rebuttal, TPI accepts CSXT’s addition of
five yards, customer lead track, and RIP tracks. See Parts II1.C.5.¢c & d. and III.C.6. With
respect to classification tracks and receiving and departure tracks, TPI accepts some, but not all,

of CSXT’s additional infrastructure.

¥ See, SunBelt, slip op. at 16.
3% See, CSXT Reply, pp. I1I-C-74-76.
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As previously noted, TPI accepts CSXT’s restatement of yard classification tracks solely
to eliminate this point of contention, despite CSXT’s gold-plated methodology for determining
classification track counts. See Part III.C.5.a. Nevertheless, TPI believes that CSXT’s
classification tracks are overstated because: (a) CSXT unrealistically assumes that a
classification track would turn over just once every 24 hours, thereby requiring a separate track
for every block; (b) CSXT’s claim that “the number and length of the classification tracks in the
yard must be tailored to accommodate the specific blocks contemplated by the railroad’s train
service plan”* is unrealistic because real-world railroads do not—indeed, they cannot—design
their classification tracks for block lengths in any single time period, which can and do vary; and
(c) CSXT’s application of a 15 percent “swing track” capacity factor for hump yards and 1.67
fluidity factor for flat yards is unnecessary because TPI’s classification tracks already are
designed for Peak Year volume and there are multiple operating measures that a railroad can take
increase yard capacity during traffic surges without adding infrastructure.

TPI rejects CSXT’s methodology for determining the number of yard receiving and
departure tracks because it is based upon an unrealistic academic analysis, with gold-plated
assumptions, instead of the RTC Model. See Part I11.C.5.b.ii. Also, CSXT inexplicably did not
model its estimated receiving and departure tracks in its own Reply RTC simulation to determine
their feasibility. In fact, CSXT’s own Reply RTC simulation exposes the flaws in CSXT’s
analysis because CSXT’s track counts were insufficient at several yards (requiring CSXT to add
tracks to its RTC model).*! But in the aggregate, CSXT’s receiving and departure track counts

for all yards far exceed what CSXT’s RTC model demonstrates is needed to handle the peak year

traffic. Therefore, consistent with both precedent and real-world railroad practices, TPI

Y0 See, CSXT Reply, p. IIL-C-85.
1 See, TPI Rebuttal Exhibit ITI-C-1.
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continues to use its Opening methodology of determining receiving and departure tracks based
upon the RTC model, except that TPI’s rebuttal track counts are based upon its rebuttal RTC
model, which includes additional trains and revised dwell times.

TPI has accepted CSXT’s criticism that TPI’s Opening RTC dwell times for trains on
receiving and departure tracks is understated, which impacts the number of receiving and
departure tracks determined by the RTC model. See Part II1.C.5.b.iii. CSXT’s expert, however,
only developed dwell time estimates for hump yards and for trains departing flat yards; he did
not develop a dwell time for trains arriving at flat yards. Nevertheless, CSXT did include dwell
times for all trains arriving and departing hump and flat yards in its RTC simulation. Therefore,
to address CSXT’s criticism of TPI’s Opening RTC dwell times, TPI has accepted the dwell
times in CSXT’s reply RTC model and incorporated them into TPI’s Rebuttal RTC model.

V. Yard staffing and locomotives

CSXT claims that TPI’s yard classification jobs are inadequate because TPI has included
fewer jobs than the real-world CSXT, yet TPI purports to use CSXT’s blocking plans.
Therefore, CSXT applies its actual yard staffing levels for the yards on the TPIRR.** TPI
accepts CSXT’s criticism but not its solution. Although TPI agrees that CSXT’s actual yard
staffing is an appropriate baseline, CSXT ignores the fact that the TPIRR will classify fewer cars
on a daily basis than the real-world CSXT, and thus it is unrealistic for CSXT to assume that the
TPIRR will need the same number of yard crews. To address this unrealistic assumption in
CSXT’s methodology, in Rebuttal, TPI has scaled CSXT’s Reply yard stafting levels to achieve
the same productivity level (i.e., cars classified per crew) as the real-world CSXT. See Part

II.C.5.e.1.

2 See CSXT Reply, pp. [II-C-132-33.
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TPI rejects CSXT’s claim that TPI’s yard classification job assignments are infeasible
because TPI has not assigned any yard jobs or yard locomotives to some TPIRR yards. CSXT
itself has numerous yard locations where it classifies cars but does not assign any yard crews or
locomotives.” Moreover, CSXT’s Reply adds five (5) yards to the TPIRR network but assigns
yard crews and yard locomotives to only three (3) of them.** CSXT’s operating plan must
assume, as TPI has assumed, that cars in these yards are classified by local train crews rather
than yard crews, which is a common industry approach. Therefore, if CSXT’s Reply has not
assigned a yard crew and locomotive to a yard where TPI did not do so on Opening, TPI does not
assign a yard crew or locomotive on Rebuttal. See Part II11.C.5.e.1.

TPI agrees with CSXT that TPI should have included yard support jobs for the TPIRR.
However, rather than blindly assigning the same number of support jobs that CSXT has in the
real-world, TPI again has scaled the number of support jobs to reflect the number of actual cars
classified in the TPIRR’s yards in order to maintain the same level of productivity per support
job as the real world CSXT. See Part II1.C.5.e.ii.

TPI accepts CSXT’s substitution of SD40 locomotives for SWl‘SOO locomotives at
TPIRR’s yards. TPI, however, does not accept CSXT’s locomotive counts. CSXT adopted
TPI’s method for calculating the required number of yard locomotive units, including the number
of spare units determined by TPI, with one exception. In Opening, TPI calculated the number of
locomotives required in each hump yard by calculating the number of units needed for crews
assigned, then adding a unit for crews pushing cars over the hump. In contrast, CSXT calculates

the number of units needed for the crews assigned then adds two (2) units for crews pushing cars

# See, CSXT Reply workpaper “Yard Matrix Update.xIs” and discovery spreadsheet “Yard
Matrix.xls.”
# See, CSXT Reply workpaper “TPI Yard Operations Reply.xlsx.”
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over the hump, thereby overstating the units needed in each hump yard by one unit. Therefore,
in Rebuttal, TPI continues to calculate yard locomotive requirements as it did in Opening,
adjusted to reflect the addition of the flat yard crew assignments discussed above.

vi. Peak Year train development

TPI rejects CSXT’s claim that TPI has understated the number of growth trains for the
Peak Year. See Part III.C.7.d. First, CSXT claims that “TPI’s RTC model understated the
number of ‘growth’ trains that would be required to handle TPI’s projected increase in the
TPIRR’s traffic in the Peak Year,” based solely upon the self-serving and conclusory statement
that TPD’s less than one percent growth estimate is “nonsensical.”*> CSXT then makes an
unexplained adjustment that produces just a three percent growth estimate. According to its
work papers, CSXT inexplicably reduced TPI’s analysis period from July-December to just
December in a transparent attempt to inflate the Peak Year train requirement. CSXT does not
explain why its single month approach is superior to TPI’s 6-month approach or why a three
percent growth rate makes more sense than one percent. Furthermore, because the volume
forecast index used by both parties was developed based on expected aggregate growth from the
last six months in 2012 to the last six months in 2019, CSXT created a mismatch by applying
this index to only one month of train data in its model. See Part I11.C.7.d.1.

Second, CSXT inflated its peak period local train count based on an assertion that,
because certain local trains sometimes “outlaw” in the real world, they could not possibly move a
single additional car in the Peak Year.*® Because TPI’s forecast model is based on adding
carload volume to existing blocks, adding carloads to local trains does not change the historical

blocks, cuts, stops, or customers served by the TPIRR local trains, and thus would not add to

* See, CSXT Reply, p. III-C-174-75.
4 See, CSXT Reply, pp. I1I-C-175-176.
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their time. Furthermore, CSXT’s analysis of trains timing out ignores the RTC results, which
show that the local trains in question do not time out on the TPIRR. See Part I11.C.7.d.ii.

vii.  Reciprocal obligations

CSXT claims that TPI has not properly accounted for its reciprocal obligations to
connecting carriers in three areas. But despite its claims, CSXT does not make many
adjustments on Reply. To the extent that CSXT has made certain adjustments, TPI has accepted
them in Rebuttal. See Part II1.C.11.

First, CSXT objects to TPI’s distributed power (“DP”’) formation for locomotives.
Despite this objection, the only change that CSXT makes is to impose 45 minutes of additional
dwell time at interchanges between the TPIRR and residual CSXT, based upon the self-serving
claim that the residual CSXT will insist that the TPIRR reconfigure all trains with head-end
power at the interchange. Rather than incur this additional time, the TPIRR runs all cross-over
trains with head-end power instead of DP on Rebuttal. See Part II1.C.11.a.

Second, based upon CSXT’s claim that TPI’s classification and blocking assumptions are
inconsistent with CSXT’s real world practices,*” TPI has removed all of its opening evidence
adjustments to the number of cars CSXT actually classified at New Orleans, St. Louis, Buffalo
and Chicago. Also, because TPI accepts CSXT’s assignment of yard jobs at all flat yards on the
TPIRR and TPI has accepted CSXT’s classification tracks in these yards, CSXT’s arguments
regarding the TPIRR’s failure to meet its reciprocal classification and blocking obligations are
rendered moot. See Part III.C.11.b.

Finally, although CSXT objects that TPI’s fueling assumptions for the TPIRR are not in

accord with common practice, CSXT accepts TPI’s fuel consumption rate and initial fuel price.*®

7 See, CSXT Reply, pp. III-C-162-164.
¥ See, CSXT Reply, p. I1I-D-15-16.
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In other words, CSXT disparages TPI’s evidence regarding fueling locomotives used in interline
service, while accepting TPI’s methodology for calculating fuel costs for these locomotives. See
Part III.C.11.c.

viii. RTC model

CSXT criticizes TPI’s Opening RTC simulation based primarily upon the same operating
plan objections addressed in the preceding sections. Because TPI has addressed those criticisms
either by making adjustments to its Rebuttal RTC model or demonstrating that CSXT’s
criticisms are unfounded, there is no need to separately address them here.

TPI also accepts most of CSXT’s criticisms not yet addressed by TPI’s Rebuttal
Evidence. This includes adjusting the speed of crude oil unit trains and certain grain trains,
mainline dwell times for local trains serving industries, correcting the modeling of certain road
trains at various locations, and incorporating CSXT’s revised random outages (except for 42
outages that do not occur on the TPIRR). In addition, TPI has corrected literally hundreds of
input errors in CSXT’s Reply RTC simulation. See Part II1.C.13.

b. CSXT’s operating plan is disjointed, incoherent, and inconsistent

CSXT inaccurately claims that it has adhered to the Board’s requirement, recently
reaffirmed in the DuPont and SunBelt decisions, that “the defendant in a SAC case...make any
necessary corrections to the complainant’s opening evidence rather than submitting something
entirely new on reply, to avoid having operating plans so different as to impede comparison.”*
But that is not what CSXT has done. Instead, CSXT has cobbled together a mixture of evidence

based upon two unrelated and irreconcilable operating plans—TPI’s Opening plan based on

analysis of historical traffic data and CSXT’s MultiRail-based plan—that it pretends are part of

* See, DuPont, slip op. at 41, citing Gen Procedures for Presenting Evidence in Stand-Alone
Cost Rate Cases, 5 S.T.B. 441, 446 (2001). See also, SunBelt, slip op. at 13.
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the same plan. CSXT makes certain adjustments to TPI’s Opening operating plan to create the
illusion that its own operating plan is a “corrected” version of TPI’s plan, but then CSXT
proceeds to develop a completely different operating plan—with completely different trains and
blocks—using the MultiRail software. CSXT then models the trains in TPI’s operating plan in
its Reply RTC simulation instead of the trains in its separate MultiRail-based operating plan, but
it then applies the results of the RTC modeling exercise to the other train list to develop
operating statistics and expenses.

CSXT’s operating plan must be rejected on two independent grounds. First, CSXT has
not in fact modeled its operating plan in the RTC simulation, thereby failing to prove the
feasibility of its plan or to develop meaningful data to determine appropriate operating expenses.
Second, CSXT’s MultiRail analysis contains multiple flaws that are evident from TPI’s limited
ability to review that analysis—which TPI cannot modify’*—because of the limited functionality
of the read-only version of the software served upon TPI but not filed with the Board.

I CSXT has not modeled its operating plan in its RTC
simulation

The RTC model is used in SAC cases “to determine the feasibility of the [SARR’s]
operating plan and develop key operating characteristics of the SARR.”' The RTC model
permits the proponent of each operating plan “to both test the adequacy of the configuration (to
make sure the [SARR] will have sufficient capacity to handle the peak forecast demand), and
then to derive the segment-by-segment cycle times (which it then use[s] to develop the operating
costs of the [SARR] in the base year).””* Therefore, a defendant “cannot protest that an input

into the RTC model is flawed without showing the consequence of changing that input on the

%0 Because TPI cannot modify CSXT’s Reply analysis, TPI is unable to quantify the impact of
CSXT’s modeling decisions on its Reply SAC analysis.

U AEPCO, slip op. at 28.

2 WFA I, slip op. at 15.
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output of the model.”” CSXT has not adhered to this maxim because it has not input into its
RTC model: (1) the trains that it contends the TPIRR must operate; (2) the flat yard dwell times
that it contends are necessary to operate those trains; or (3) the yard receiving and departure

tracks that it contends are needed to hold those trains. Consequently, because CSXT did not

model its operating plan in its RTC simulation, it has not demonstrated the feasibility of its

operating plan or developed appropriate operating statistics upon which to base the TPIRR’s

operating and road property investment expenses. See Part I11.C.1.a.

CSXT could have “corrected” TPI’s operating plan to address its criticisms by simply
adding the specific historical trains it alleges TPI improperly excluded, modifying the dwell
times based upon its witness’ calculation, modifying the yard receiving and departure tracks
based upon its witness’ calculations, and modeling all three in its RTC simulation. Instead,
CSXT developed and input an entirely different train list into MultiRail, and failed to model
those trains in its RTC simulation; CSXT input some, but not all, of its dwell times into the RTC
simulation; and CSXT input different numbers of yard receiving and departure tracks into its
RTC simulation for 43 of the TPIRR’s yards that were either more or less than its witness
calculated for those yards with no rhyme or reason given for the discrepancies. Perhaps the
greatest indictment of the disconnect between CSXT’s operating plan and its RTC simulation is
the fact that its RTC simulation requires more yard departure and receiving tracks to handle the
peak week traffic at some yards than CSXT has included in its operating plan, thus proving the
infeasibility of CSXT’s operating plan for those yards. When CSXT’s Reply RTC simulation is

adjusted so that the yard receiving and departure tracks match those included in CSXT’s Reply

3 Otter Tail, slip op. at 19.
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investment, major backups and congestion occur and the model fails at 30 percent completion.”*
Cumulatively, however, CSXT’s RTC simulation demonstrates that the TPIRR requires far
fewer tracks than CSXT includes in its operating plan, resulting in a gold-plated TPIRR.”

The RTC model only proves the ability of the track configuration (model input 1) to
accommodate the operating plan (model input 2), both of which are user inputs to the model.
CSXT’s failure to input the train lists, dwell times, and track configurations from its operating
plan into its RTC model means that the RTC simulation has no probative value. Therefore, the
Board should reject CSXT’s Reply RTC simulation because it fails to represent both the network
configuration that CSXT claims would be required to handle its operations, and the operating
plan CSXT used to develop TPIRR’s operating expenses.

il CSXT’s MultiRail model is neither optimal nor feasible

Although CSXT touts its operating plan as “least cost, most efficient” and feasible,®
because CSXT developed it using the MultiRail program, MultiRail is not an optimizer, as is
evident from the vast inefficiencies included in CSXT’s MultiRail model. Nor does MultiRail
determine what is actually feasible. It merely models traffic flows based on user-defined
operational constraints, which may or may not match the real world. Moreover, MultiRail does
not model or demonstrate the need for switching as CSXT implies. Rather, CSXT’s use of
MultiRail is an attempt to constrain the Board’s and TPI’s review of the evidence, which is clear
from CSXT’s provision of MultiRail in a read-only capacity without the ability to export data for
further analysis, a function that CSXT heavily relied upon when preparing its MultiRail

evidence. See Part [11.C.1.b.

3% See, TPI Rebuttal workpaper “CSXT Reply YD INV.zip”.
> See, TPI Rebuttal Exhibit ITI-C-1.
3¢ See, CSXT Reply pp. 1I-C-57, 73.
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MultiRail did not generate CSXT’s blocking and train service plans for the TPIRR—
CSXT did. CSXT’s Witnesses dictated how inefficient the plans would be through their choices
and judgments. Their decision to depart from CSXT’s historical operations by redesigning how
traffic moves through the TPIRR indicates the plans are not optimized for the real world, and it
raises—but does not answer—the question of whether the posited operations can effectively
serve TPIRR’s shippers. See Part IIL.C.1.b.1.

Alarming examples of gold plating that TPI Witness John Orrison discovered in CSXT’s
MultiRail peak-year model contradict CSXT’s claims that its model demonstrates the most
efficient service for TPIRR traffic. See Part II1.C.1.b.ii. For example, CSXT constructed the
model using 60,788 local trains, 26 percent more than it included in its “corrected TPI Opening”
train list used as the basis for its RTC analysis.”’ This discrepancy arises because CSXT input
into MultiRail train profile schedules, which include all potential local train runs, not those that
actually are necessary to move the traffic efficiently. In CSXT’s MultiRail model, every local
train runs every day it is scheduled, even if MultiRail has not assigned it a single carload of
traffic. The most basic illustration of the excessive number of local trains in MultiRail is that the
local trains in CSXT’s “corrected TPI Opening” train list, which is based on CSXT’s historical
operations, operate with an average 23.2 cars per train, whereas CSXT’s MultiRail local trains
operate with an average 10.7 cars per train. CSXT provides no explanation why it assigned so
few cars to trains in MultiRail when their historical real world counterparts carry more than
double the volume.

TPI has identified the following inefficient operations in CSXT’s MultiRail model:

37 Compare CSXT Reply workpaper “TPIRR Open Train Lists Corrected.xlsx” with CSXT
Reply workpaper “BaseY earTrainComparison.xlsx.”
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Thousands of MultiRail trains operate with only a fraction of a single carload, which
indicates that CSXT has input far more local trains into its MultiRail model than are
needed to efficiently handle TPIRR’s traffic.

CSXT also modeled trains to which MultiRail has not assigned any traffic at all.

In an apparent attempt to give credence to its claim that TP improperly excluded
thousands of industrial yard trains from its local train list, CSXT included thousands of
yard trains in its MultiRail modeling exercise without assigning any traffic to them.

CSXT even modeled many MultiRail trains to carry the same traffic on the same day.
Although this is impossible in the real world, it is possible in MultiRail, and CSXT took
advantage of this modeling flaw to unfairly burden the TPIRR.

CSXT’s duplicative train operations were not limited to local trains. CSXT also modeled
many line-haul merchandise trains to carry the same traffic on the same day.

Multiple local and line-haul merchandise trains that CSXT includes in its peak-year
MultiRail model duplicate either all or part of a route and can be consolidated.

CSXT’s MultiRail model inexplicably contains trains that run without any traffic on large
portions of their routes.

Although CSXT claims that it used the MultiRail “Traffic Circuity” report to identify
unnecessarily circuitous routings and “ensure that there were no data errors or issues in
the operating plan,”>® the Traffic Circuity report shows that CSXT’s MultiRail model still
contains extremely circuitous routings ranging from 32% to 992% longer than the
shortest route.

CSXT’s MultiRail analysis eschews the proven, real world operations upon which TPI’s

operating plan is based, resulting in blocking and train service plans of unproven and

questionable feasibility. Although CSXT claims that its MultiRail model is tied to its real world

operations because CSXT began modeling with the same blocks and same train symbols it uses

in the real world, CSXT does not assign cars to the same blocks and the blocks to the same trains

as it does in the real world—it assigns them based on its MultiRail criteria and adjustments made

by the user. This results in a blocking and train service plan that moves TPIRR’s traffic

differently from CSXT’s actual historical service.

% See, CSXT Reply, p. I1I-C-64.
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The dubious feasibility of CSXT’s blocking and train-service plans is evident in the fact
that MultiRail does not move 99 percent of the traffic from their origins to their actual
destinations. Instead, CSXT has modeled only the movement to and/or from the origin and the
destination service yardsv. This deficiency is puzzling because, according to TPI Witness
Orrison, CSXT’s real-world MultiRail analyses would account for this first-mile/last-mile
service.

Another example of the questionable feasibility of CSXT’s MultiRail-based plan is the
assignment of traffic that moves in the real world on local and/or line-haul merchandise trains to
industrial yard trains for short line-haul segments (generally under 10 miles). According to the
trip plans provided by CSXT in discovery, only four (4) percent of TPI’s issue traffic moves on
yard trains for short line-haul segments. But CSXT’s MultiRail plan calls for 2,259 TPI issue-
traffic carloads (69 percent of TPI’s issue traffic) to move in line-haul service on industrial yard
trains. There is no reason why the TPIRR should handle this traffic any differently than the real
world CSXT. CSXT’s objective for doing so clearly is to bolster its claims that TPI omitted over
28,000 industrial yard trains from its local train list.

Further, CSXT provides scant evidence that its MultiRail operating parameters accurately
reflect its own real world operations. It merely proclaims that “witness Archaya applied the
same MultiRail parameters as those used by CSXT in developing its real world operating
plans.”* CSXT does not provide a MultiRail scenario for its own operations to validate this
statement. This prevents TPI from comparing the assumptions CSXT used to develop its
MultiRail evidence to those it uses in the real world. Furthermore, if TPI had used MultiRail to

develop its Opening evidence, these parameters would not have been known to TPI.

> See, CSXT Reply, p. III-C-63.
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iii. CSXT has unreasonably constrained TPI’s ability to analyze
its MultiRail evidence

CSXT has unfairly constrained TPT’s analysis by providing a version of its MultiRail
model with limited functionality. The read-only version of MultiRail does not permit TPI to
verify that CSXT constructed its MultiRail model how it said it did. Moreover, CSXT has
provided MultiRail in a manner that prohibits TPI from analyzing MultiRail reports using Excel,
which CSXT all but claims is necessary for effective analysis. TPI has had to piece its evidence
together through screenshots and PDF reports that were not sufficient for CSXT’s own use and
severely constrained TPI’s ability to conduct a more detailed review and assessment of CSXT’s
MultiRail evidence. Furthermore, TPI does not have any ability at all to “correct” or “restate”
CSXT’s MultiRail evidence to demonstrate the impact of CSXT’s errors and inefficiencies.

According to CSXT, “it is much easier to export the [report] information to Excel ... if
you plan to do any analyses on the information.”® Otherwise it would not be possible, among
other things, to fix discrepancies in the reports, sort the voluminous data for effective analysis, or
apply formulas that analyze the report data." TPI’s limited-access to MultiRail does not permit
it to generate reports of all the train inputs and data for the Board; instead, TPI is limited to using
screenshots to demonstrate the problems in CSXT’s MultiRail model. This is a tedious task,
requiring one or more screenshots to be made to demonstrate things as simple as how a train
carries traffic or blocking activity along a train’s route. This arduous process greatly hinders the
MultiRail analysis that TPI must undertake.

The Board should reject CSXT’s attempt to limit TPI’s ability to view CSXT’s MultiRail
evidence in the same manner that CSXT is able to view it and to present its MultiRail evidence

in a manner that inhibits TPI’s ability to respond. This lack of transparency and encumbering of

% 14 p. 34.
' Id. pp. 17, 33, 34.
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TPI’s ability to present Rebuttal on MultiRail calls into question the validity of CSXT’s evidence
and is fundamentally at odds with due process.

5. Operating Expenses (Part II1-D)

Part IT1I-D describes the TPIRR’s operating expenses for equipment, personnel, general
and administrative, information technology, and maintenance-of-way, and develops the related
service units and costs based on the results of TPI’s RTC simulation. In Reply, CSXT begins its
discussion of the TPIRR’s annual operating expenses by repeating its attacks on TPI’s operating
plan. In Part III-C of this Rebuttal, TPI has responded to CSXT’s unwarranted criticisms of its
operating plan and made corrections, where appropriate, to address some of CSXT’s criticisms.
In addition, TPI has demonstrated that CSXT’s operating plan completely divorces the cars on
the TPIRR’s merchandise trains from the CSXT trains that actually carried the TPIRR’s traffic
over the replicated lines during the base year, and moves them instead in hypothetical blocks in
new, hypothetical trains, which are demonstrated to be less efficient and more costly than
CSXT’s actual operations. Furthermore, and most significant, CSXT has improperly developed
operating costs by applying statistics from its RTC simulation, which models actual historical
trains, to a completely different set of hypothetical trains in CSXT’s MultiRail simulation. This
complete disconnect renders CSXT’s operating expenses meaningless.

In Rebuttal, TPI explains that most of the differences between the parties calculation of
annual operating expenses, apart from their different operating plans, is accounted for by the
costs for maintenance of way, general & administrative, and railcar lease expenses. CSXT’s
more complex operating plan for the TPIRR involves more locomotives, more crews, and
excessive G&A personnel than TPI provided in its operating plan. As discussed in Part II1.C.1.,
CSXT’s operating plan must be rejected by the Board because it does not meet customer service

requirements and because it does not provide an appropriate basis for determining the TPIRR’s
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annual operating expenses. In the following sections, TPI addresses certain key areas of
difference in the parties’ operating cost evidence.

a. Locomotives

CSXT overstates the number of locomotives required by the TPIRR, the cost of
acquisition of ES44 locomotives and the cost to maintain the TPIRR’s locomotives. Each of
these items is addressed below.

i. Locomotive counts

CSXT overstates the number of locomotives for multiple reasons apart from its flawed
operating plan. First, CSXT triples TPI’s Opening dwell time for servicing road locomotives
between trips from three to nine hours. However, CSXT’s analysis has a fatal flaw as it double
counts the time required to reposition TPIRR locomotives. In addition, data provided by CSXT
in discovery, shows that a nine hour dwell time significantly exceeds CSXT’s real-world
experience from 2007 through 2013. See Part I11.D.1.a.iii.

Second, CSXT overstates yard locomotives in several ways. CSXT fails to adjust the
number of yard job assignments and resulting locomotive requirements to reflect the fact that, by
CSXT’s own calculations, the TPIRR classifies significantly fewer cars than does CSXT. CSXT
also double counts the locomotives that push cars over the hump. See Part I11.D.1.a.vii.

Third, CSXT overstates the spare margin rates for ES44 and SD40 locomotives by
treating locomotives as unavailable during the category of locomotive time that CSXT itself
describes as “unknown CSX on-line days.” See Part I11.D.1.a.viii.

ii. Locomotive lease costs

In its Opening Evidence, TPI noted that CSXT failed to provide any lease information to
TPI in discovery related to its current acquisition of high powered road locomotives. Therefore,
in order to develop lease costs for ES44 locomotives, TPI used publicly available information
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from the STB’s decision in AEPCO and the public version of the defendant’s reply statement in
that proceeding, as well as the lease rate for locomotives based on the agency’s decision in the
IPA case and the public version of UP’s evidence in that proceeding.

Having failed to support its position on locomotive leases with information from its own
files, CSXT nevertheless objects to TPI’s evidence, claiming that it should not be bound by the
“litigation decisions” made by other parties. The argument is absurd. First of all, unlike CSXT,
the defendant railroads in those cases actually provided the complainants with locomotive leases
from which the complainant based its lease costs.®> Moreover, contrary to CSXT’s contention,
the fact that the locomotive lease costs in those cases were uncontested — and based on actual
leases — enhances their legitimacy. Oddly enough, after criticizing TPI’s lease cost figure, CSXT
then uses this amount, but with an upward adjustment allegedly to reflect the higher prices paid
by CSXT in 2011. TPI contends that the actual lease prices paid by UP for ES44 locomotives in
2010 represents the best information in the record for ES44AC lease rates available in the market
place in 2010. See Part [1L.D.1.b.i.

iii. Locomotive maintenance costs

Although CSXT accepts TPI's daily rates for locomotive maintenance based upon an
agreement provided in discovery, CSXT imposes five add-on charges. TPI accepts three of these
additives and rejects the other two. See Part [I1.D.c. First, TPI rejects a per day management fee
because the TPIRR has only two locomotive types in its fleet compared with the multiple
different types for CSXT and the TPIRR would not require most of the services covered by this
fee. Second, TPI rejects the additive for upgrading locomotives from Tier 2 to Tier 3 EPA

emissions compliance because CSXT’s Reply evidence is based upon upgrading from Tier O to

62 See AEPCO v. BNSF, Docket No. 42113, AEPCO Opening Narrative, I1I-D-4 (January 25,
2010) and IPA v. UP, Docket No. 42117, IPA Opening Narrative, [1I-D-4 (August 10, 2011).
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Tier 2 compliance and as such does not feasibly represent the cost to upgrade Tier 2 locomotives
to Tier 3 compliance which has the same emission restrictions as Tier 2 compliance. See Part

[T11.D.1.c., Rebuttal Table III-D-3.

b. Railcars

CSXT generally accepts TPI’s approach to determining freight rail car costs; but makes
several adjustments to these costs to correct certain alleged errors.

i. Lease rates

In Opening, TPI assumed all TPIRR-provided cars would be acquired using full service
leases and based its lease rates for TPIRR general freight rail cars on the use of five car types:
(1) box cars; (2) covered hoppers; (3) gondolas; (4) open-top hoppers; and (5) flat cars. In
Reply, CSXT generally accepts TPI’s approach to determining rail car costs; but argues that TPI
understated the lease rates on box cars, covered hoppers, and coal-service open-top hoppers. In
each instance where CSXT rejected TPI’s full service lease rate, CSXT uses a rail car lease rate
from 2008 rather than 2010, even though 2010 is the start date for the TPIRR and CSXT had
lower 2010 lease rates available.

In Rebuttal, TPI continues to rely upon its Opening rail car lease rates, except for box
cars. See Part I1I1.D.2.a. Specifically, TPI accepts CSXT’s criticism that TPI relied upon a rate
that applies only to 50-foot boxcars, but CSXT moves 29 percent of its carloads in 60-foot
boxcars. TPI rejects CSXT’s Reply lease rates, however, because it too does not distinguish
between boxcars of different lengths. Instead, TPI uses an average full service lease rate for 50-
foot box cars and 60-foot box cars from Railway Age, which was included in CSXT’s Reply

evidence, weighted by the number of shipments by size of car. See Part II1.D.2.a.i.

1-45



PUBLIC

ii. Yard dwell time

CSXT incorrectly contends that TPI significantly understated yard dwell time for railcars
on the TPIRR system. See Part [I1.D.2.c.

First, CSXT claims that TPI inappropriately relied on the railcar dwell in yards for the
most efficient carriers reported by CSXT’s consultant, Oliver Wyman, rather than CSXT’s actual
yard dwell time which is much higher than more efficient carriers. However, because the TPIRR
handles significantly fewer cars, it would experience lower dwell times than the real-world
CSXT even though it moves the cars in the same blocks.

Second, CSXT incorrectly claims that the more efficient carriers are smaller than the
TPIRR. The more efficient carriers in Oliver Wyman’s analysis, which produce the lower dwell
times, are the Kansas City Southern and the U.S. operations of Canadian Pacific (“CP”) and
Canadian National (“CN”). CN provides the predominant dwell time in the efficient carrier
analysis and it originated an average of 1.7 million carloads annually in 2010, 2011 and 2012. In
comparison, the TPIRR originated 908,242 carloads in the Base Year, or less than those of the
U.S. operations of CN.

Third, CSXT incorrectly assumes gvery car on the TPIRR will experience four yard dwell
events in its round trip cycle on the TPIRR rather than the single yard dwell event included in
TPI’s Opening evidence. But CSXT applies its assumption to all traffic, including unit trains,
which by definition do not interchange their cars at yards between the origin and destination. In
addition, pre-blocked cars received or delivered in interchange from connecting carriers would
not incur yard dwell time at interchange. In Rebuttal, TPI accepts CSXT’s assumption of four
yard dwell events, but only for local trains on the TPIRR system. TPI applies just two yard
dwell events to all interchange received and interchange forwarded traffic does not include any

yard dwell events on unit train traffic.
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iii. Peaking factor

In Opening, TPI calculated a peaking factor of 5.3 percent, based upon the average
number of train starts per day in the peak week of the peak year divided by the average number
of train starts per day in the peak year.”® The method TPI used to calculate its peaking factor is
the same as that first prescribed by the Board in PSCO/Xcel II** and used in every stand-alone
cost proceeding since that decision. In Reply, CSXT abandoned this Board-approved
methodology in favor of developing peaking factors for each car type.> This methodology
generated absurdly high peaking factors of 43 percent for general freight and 67 percent for the
hopper/gondola fleet, with the Plain Gondola peaking factor reaching 146 percent. TPI rejects
CSXT’s approach as infeasible and unrealistic because CSXT has not demonstrated that it or any
other real-world railroad maintains car fleets with such astronomical peaking factors. See Part
[LD.2.f.

c. Operating personnel

CSXT overstates the TPIRR’s train & engine personnel in several different ways. CSXT
also overstates T&E compensation. TPI accepts some of CSXT’s reply evidence, but rejects the
evidence discussed below.

First, although CSXT accepts TPI’s assumption that yards crews will work 270 shifts per
year, it restricts road crews to 251 shift starts per year. This is inconsistent with all previous
Board decisions dating back to FMC.®® TPI’s assumption of 270 shift starts is reasonable based

on road crews that work six days per week, 45 weeks per year. The TPIRR crew districts have

63 See, TPI Opening at I1I-D-4.

6 See, PSCo/Xcel IT at 13.

%5 See, CSXT Reply, p. III-D-45,

66 See, e.g., FMC 833, TMPA 667, CP&L 291, Duke/CSXT 456, PSCo/Xcel I 644, WEA/Basin I
40, AEPCO Rebuttal I1I-D-26, DuPont Opening I1I-D-10 and Reply I1I-D-42, SunBelt
Opening III-D-10 and Reply IT1I-D-37.
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been drawn up precisely so that the crews can get back and forth in the allotted time. In most
instances the crew begins its week on duty at home, travels to the other end of the district in one
shift, rests a minimum of ten hours, and travels back home on its next shift. Each crew member
makes three such roundtrips per week, 45 weeks per year, thus leaving seven weeks per year for
time off, vacations, holidays, personal leave, etc. TPI has followed Board precedent and
continues to use 270 shifts per year for yard, local and road crews. See Part I11.D.3.a.i.(1).

Second, rather than accepting TPI’s crew rebalancing percent, CSXT applies its
locomotive rebalancing percent of 3.1 percent to train crews.”” CSXT’s reliance upon its
locomotive rebalancing percent is completely inappropriate because trains have varying numbers
of locomotives, depending on the weight of the train and the terrain over a particular route, and
thus the number of locomotives that must be rebalanced is not the same as the number of crew
that must be rebalanced. See Part I11.D.3.a.1.(3).

Third, CSXT replaces TPI’s re-crew rate with a rate allegedly based on CSXT’s actual
experience in the past three years.®® TPI contends that the RTC simulation is the superior and
more accurate source for the TPIRR. See Part [11.D.3.a.1.(4).

Fourth, CSXT overstates T&E fringe benefits. TPI calculated fringe benefits based upon
the 2010 average of all Class I carriers. CSXT rejects both TPI’s inclusion of all Class I carriers
and only 2010 data. CSXT’s reliance upon an average of just CSXT and NS fringe benefits
wrongly implies that employees are unwilling to move for jobs and that an alternative job with
CSXT or NS will be in close proximity to an employee’s existing job on the TPIRR. Moreover,
CSXT’s argument and SAC principles would permit the TPIRR to use the much lower NS fringe

benefit ratio rather than a mere average of the NS/CSXT ratios. CSXT’s use of a multi-year

87 See, CSXT Reply, p. I1I-D-48.
68 See, CSXT Reply, p. II-D-51.
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average for fringe benefits also is inconsistent with its use of 2010 wage data. See Part
II1.D.3.b.ii.

d. Non-Train operating personnel

CSXT proposes to increase the TPIRR’s non-train operating personnel by 400 employees
or 46 percent. The main drivers of CSXT’s increases in Reply are customer service, intermodal
facility management, and car inspectors.

To develop the TPIRR’s customer service staff, CSXT relies on staffing from the actual
CSXT without scaling this staff to the TPIRR’s size. Despite CSXT’s claims of being
conservative and including less staffing than the actual CSXT, CSXT’s proposed Customer
Service staffing of 150 is almost exactly equal to CSXT’s 2013 actual staffing of 151.% Because
CSXT does not adequately describe the responsibilities and activities of Customer Service
personnel in Reply, many of its proposed personnel have no clear role. This failure prevents TPI
from determining if this staff handles customer-service type functions already handled by other
TPIRR staff. In Rebuttal, TPI agrees to establish two Customer Service teams as CSXT does in
Reply, but given CSXT’s excess staffing compared to the actual CSXT and given the Operations
and Marketing functions that support Customer Service on the TPIRR, TPI reduces the staffing
proposed by CSXT. See Part II1.D.3.c.i.(1).

CSXT unnecessarily increases the TPIRR’s operations planning and joint facilities staff.
Although CSXT claims that TPIRR steps into a substantial amount of CSXT’s joint facilities,

TPIRR in fact operates over only a fraction of the real world CSXT trackage rights. CSXT also

8 See TPI Rebuttal workpaper “TPIRR Rebuttal 2013 Org Chart.xls”.  CSXT claims in
Reply at 1II-D-61 that CSXT has 302 customer service employees. An examination of
employees in CSXT’s discovery workpaper “2013 Org Chart.xIs” shows only 151 customer
service employees focused on operations.

[-49



PUBLIC

overstates its own actual number of Operations Planning personnel to justify more such
personnel to the TPIRR. See Part I11.D.3.c.i.(2).

CSXT unduly increases TPI’s 281 Car Inspectors to 441 by adding yard-based Car
Inspectors. These increases are excessive given the inspection workload at the TPIRR yards.
Although the TPIRR classifies only 63.5 percent of the cars classified by CSXT in 2013, CSXT
assigns 95.2 percent of CSXT’s actual inspectors at the TPIRR’s yards in 2013. Based on the
smaller number of cars classified by the TPIRR, the number of inspectors included in TPT’s
Opening evidence is realistic. See Part II1.D.3.c.iii.

e. General and Administrative

In Opening, TPI included a cost of $91.6 million for the TPIRR’s general and
administrative ("G&A") department, which was comprised of 304 individuals.”” In Reply,
CSXT included a cost of $166.6 million and staffing of 760 personnel.”’ The staffing level
proposed by CSXT is based on a “top down” approach that utilizes the existing CSXT as a
starting point. Inherent in this approach is the inclusion of inefficiencies and characteristics of a
very large Class I staff developed through years of consolidations and technology shifts to serve
varied types of traffic and countless lower density rail lines and branch lines. This approach also
completely ignores the fact that the TPIRR is a new, startup railroad that will not be faced with
many of the same costs and burdens as an existing railroad that was established over time and
has been through many different mergers and acquisitions. Moreover, the TPIRR will not
replicate most of the real-world CSXT’s lower density rail lines. In contrast to CSXT’s top-
down approach, TPI relies on a “bottom up” approach to determine the actual needs of a new,

least-cost, most-efficient railroad.

™ See, TPI Opening workpaper “TPIRR Operating Expenses Opening.xls”.
I See, CSXT Reply, p. I1I-D-76.
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CSXT has attempted to justify its G&A expenses for the TPIRR by comparing them to
those of other Class I carriers as a percent of revenues.”> However, as described in Rebuttal
Exhibit III-D-1, CSXT’s composition of G&A expenses includes errors as well as expenses not
in the TPIRR numbers—such as Casualties & Insurance, Writedown of Uncollectible Accounts,
Other Taxes Except on Corporate Income or Payrolls, Joint Facility—Debit, Joint Facility—Credit,
and Other—thus overstating the G&A for Class I carriers in the comparison. Correcting these
errors reveals that CSXT’s 2010 through 2012 G&A expenses, as a percent of revenue, far
exceed those of any other carrier, and TPI’s Rebuttal G&A expenses (as a percent of revenue)
are consistent with the more efficient Class I carriers, especially considering that TPI developed
its staffing for the TPIRR with a bottom up approach for a new, least-cost, most-efficient carrier.

CSXT’s attempt to discredit TPI’s Opening G&A evidence stops just short of accusing
one of TPI’s four G&A witnesses, Richard McDonald, of perjury.” As demonstrated in TPI
Rebuttal Exhibit III-D-1, Part A.4.a., CSXT’s accusations are extremely careless and completely
without merit.

To ensure that it develops G&A staffing to meet the needs of the TPIRR, TPI carefully
examined the Reply evidence provided by CSXT. While this examination uncovered many
unnecessary, unsupported, redundant, and sometimes excessive aspects of CSXT’s Reply
evidence, TPI did identify reasonable arguments in certain areas for increasing the TPIRR
staffing that it had proposed in its Opening Evidence. The most noticeable increase in TPI's
Rebuttal evidence show up in the Law department. On Rebuttal, TPI has increased the TPIRR’s

G&A expenses to $99.6 million See Part I11.D.4. and Reb. Ex. III-D-1.

2 See, CSXT Reply, Table I1I-D-14 at page I1I-D-78.
" Id. p. 1I-D-83.
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f. Maintenance of Way

CSXT proposes a MOW plan with a staffing level that is 72 percent greater than TPI’s
Opening plan. The Board should reject this plan because it is based on flawed assumptions,
substantially unsupported, and bloated with new positions and extra personnel that would not be
required for the MOW operations and annual maintenance of the TPIRR. TPI’s expert reaffirms
his approach to MOW staffing and annual costs taken on Opening, and strongly disagrees with
CSXT’s assertions that the TPIRR is understaffed. The result of CSXT’s approach is a gold-
plated MOW plan that does not reflect the TPIRR’s actual needs. TPI addresses CSXT’s
proposed MOW plan in detail in Part III.D.5 and Rebuttal Exhibit III-D-2.

CSXT designed a MOW plan for the TPIRR that ignores CSXT’s own real-world staffing
and fails to account for differences between the TPIRR and real-world CSXT. CSXT also assails
TPI’s reasonable reliance on CSXT’s own MOW staffing data produced during discovery to
determine appropriate TPIRR staffing levels, claiming the data contained errors. But CSXT then
uses this very same data it claims is too erroneous for TPI’s use to justify its own proposed
staffing at a higher level, ignoring the different job-level needs of the TPIRR. The Board should
reject CSXT’s criticism of TPI’s use of flawed CSXT data, because TPI reasonably relied on the
data.”* Even in Reply, CSXT has not attempted to correct the acknowledged flaws in its own
data. See Reb. Ex. III-D-2, Part A.

Furthermore, in an effort to undermine TPI’s Opening comparison of track miles per
MOW employee, CSXT artificially inflates CSXT’s actual MOW staffing in comparison to the
TPIRR by creating the appearance that CSXT’s MOW staff are responsible for less infrastructure
than they actually maintain in the real world. Specifically, CSXT claims that TPI overstated the

number of CSXT track miles in its Opening analysis and instead uses 21,684 track-miles to

" See, e.g., AEPCO II at 103; AEP Texas II at 81, 83; PSCo/Xcel I at 93, 103.
I-52



PUBLIC

develop its staffing ratio.”> But CSXT’s track-miles figure includes only main line tracks and
sidings—it excludes the approximately 10,000 additional track miles of yard, set-out, and helper
tracks that CSXT’s MOW staff maintains, which has the effect of understating CSXT’s Track
miles per MOW employee. To avoid distortion, staffing levels should be calculated using all
operated track miles. Using just main track miles to calculate its staffing level, CSXT makes its
MOW employees appear to maintain 29 percent less track on average. See Reb. Ex. III-D-2, Part
B.1.

CSXT also overstates the number of comparable CSXT MOW positions that the TPIRR
needs to replicate in an effort to skew its comparison of the parties” MOW staffing. This makes
CSXT’s own staffing levels appear dramatically higher than the TPIRR’s, even though many of
CSXT’s MOW positions are unnecessary on the TPIRR or are accounted for outside the MOW
construct. See Reb. Ex. III-D-2, Part B.2.

CSXT developed its MOW plan using a top down approach, starting with the existing
CSXT staff, and “whittling” away employees. CSXT also added many positions not listed in the
2010 or 2007 CSXT MOW employee data, without defining their roles or functions in any detail,
and without providing evidence that the positions exist on CSXT’s real world railroad.” Rather
than outlining the positions needed on the TPIRR and providing a detailed discussion of the
responsibilities for each employee as TPI did in Opening,”’ CSXT’s expert used this “whittling”

approach to guess the staffing needs for the TPIRR MOW Department. He then arbitrarily

> TPPs Opening track-miles value of 31,674, while much closer to the correct value than
CSXT’s Reply value, was incorrect and is corrected here.

76 See, CSXT Discovery 2010 Employee Data (e.g. ACE Process Inspection Engineer not
included in 2010 data; Assistant Engineer Bridges not included in 2010 data; Capital Project
Managers not included in 2010) Also refer to Rebuttal e-workpaper “Rebuttal TPI MOW
Employee Positions and Descriptions.xls” for other examples of positions not listed in
CSXT’s 2010 data.

" See, TPI Opening workpaper “TPI MOW Employee Positions and Descriptions.xls”.
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further reduces the workforce without explanation of the TPI’s needs or basis for making the
arbitrary cuts. See Reb. Ex. III-D-2, Part C.1.

CSXT’s “top-down” approach fails to give any consideration to the TPIRR’s new
infrastructure when determining MOW staffing. The existing CSXT system was originally
constructed to a lower standard than today’s modern infrastructure, requiring costly upgrades and
additional maintenance over time. In addition, the CSXT system has undergone phases of
deferred maintenance and roadbed and track joint pumping, was constructed using archaic
construction techniques, and has existing defects and age-related maintenance needs. CSXT’s
“top-down” approach essentially imputes these characteristics on the TPIRR. However, because
rail defects are extremely rare in new rail, there should be limited need for replacements, very
few corresponding field welds required, and much less welding repair required. See Reb. Ex. III-
D-2, Part C.2.

Although CSXT acknowledges that the TPIRR bridges will require less maintenance
because they are new steel and concrete bridges, it refuses to acknowledge that the TPIRR’s
track and roadbed will also require very little maintenance in the first ten years of the TPIRR,
because they are also new. Despite CSXT claims that new track settles, requiring additional
maintenance,”® TPI expert Crouch’s experience as an NS Project Engineer with many major
capital freight railroad track projects across the southeast, and with more than 250 new track
projects since 1991, settling of new track that has been properly constructed and tamped has
never caused issues requiring additional maintenance. In addition, TPI's operating witness,
Richard McDonald, had the real experience of assigning the maintenance staff needed for a

completely new FRA Class IV freight railroad in the mid-1980's: C&NW's WRPI, serving the

™ See, CSXT Reply, p. III-D-179.
1-54



PUBLIC

Southern Powder River Basin coal fields, currently operated by Union Pacific. During the first
10 years of its operation, WRPI's track speed never fluctuated from its 50 mph loaded / 60 mph
empty timetable speed while handling up to 32 loaded and 32 empty unit coal trains per day,
without a single derailment of any kind. See Reb. Ex. III-D-2, Part C.2.

CSXT wrongly implies that the TPI MOW plan defers maintenance, scrimps on
maintenance, and depresses maintenance.” But this charge is inconsistent with CSXT’s
agreement with TPI’s methodology and cost approach on a majority of the contracted service
categories.80 For CSXT, on the one hand, to generalize that TPT’s MOW costs are insufficient,
even for a new railroad, then, on the other hand, to accept TPI’s costs, or approach to cost
development, on almost all items is contradictory. Fewer maintenance requirements do not
equate to deferred maintenance, but merely are a fact of new infrastructure. Indeed, it would
violate SAC principles to impose the cost of new infrastructure upon the TPIRR, but deny it the
benefit of that investment by imposing the MOW costs associated with much older
infrastructure. See Reb. Ex. III-D-2, Part C.3.

g. Ad Valorem taxes

CSXT’s approach to calculating the TPIRR’s ad valorem taxes is fundamentally flawed.
The central flaw in CSXT’s approach is that it compared CSXT’s 2011 Net Revenue calculation
from its Annual Report Form R-1, which CSXT prepared using accrual accounting
methodologies, to its calculation of the alleged TPIRR Net Revenue using some undocumented
hybrid of accrual and tax accounting methodologies. Because CSXT did not account for any
accrued revenues or expenses in developing its TPIRR Net Revenues, its comparison to CSXT’s

Net Revenues calculated under accrual accounting is an invalid comparison. See Part II1.D.9.a.

7 See, CSXT Reply, p. III-D-175.
80 See, CSXT Reply workpaper “Reply Exhibit I1I-D-3 CSX TPI MOW .xIs”.
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Furthermore, CSXT’s approach is intuitively suspect because CSXT claims that this proceeding
should be dismissed since the TPIRR is not viable, but when ad valorem taxes are calculated,
CSXT would have the Board believe that the TPIRR is a highly profitable entity that would
necessarily pay higher ad valorem taxes than does CSXT. See Part I11.D.9.b.

h. Intermodal lift and ramp costs

In Reply, CSXT includes $104.1 million for lift and ramp costs and adds another $9.0
million for management personnel, for a total of $113.2 million, or nearly double the costs
included by TPI in Opening.®! In Opening, TPIRR contracted out intermodal terminal services,
including lift and ramp costs. To estimate fees that would be charged by a container lift
provider, TPI used actual CSXT terminal expenses to develop a cost per container. CSXT
basically follows this same approach, but makes several errors in the development of its
intermodal lift costs. First, CSXT unnecessarily includes 74 TPIRR personnel to oversee
contract terminal services. Second, CSXT unnecessarily includes clerical staff in its costs. Third,
CSXT imposes terminal utility costs on the TPIRR even though the TPIRR does not receive
terminal revenue for all terminal activities. Fourth, CSXT incorrectly includes equipment
charges in the lift fees. Finally, CSXT mistakenly “corrects” the development of lift fees for the
Bedford Park and North Baltimore facilities. See Part I11.D.10.a.

6. Non-Road Property Investment (Part I1I-E)

TPI’s Opening Evidence described non-road property investment as including
locomotives, railcars and other equipment. In Reply, CSXT addressed Non-Road Property
Investment only by indicating that all of these items are addressed elsewhere in its evidence.
TPI’s review of CSXT’s Reply evidence indicates that CSXT has accepted TPI’s acquisition of

locomotives and railcars though lease agreements and lease or annuitization of the purchase price

81 See, CSXT Reply workpaper “TPI Operating Expense Reply.xls”.
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of other equipment and inclusion of these costs as operating expenses. Differences in the costs
associated with locomotive, railcar and other equipment leases and acquisitions are addressed in
Rebuttal Parts III-C and III-D. In Rebuttal, TPI accepts CSXT’s adjustment to the miles of
trackage rights and joint facilities, and discusses differences in the application of the trackage
rights expenses in Rebuttal Part I1I-D. TPI also addresses CSXT’s claim that the TPIRR is
required to share in the cost of ownership of lines that are partially owned by CSXT and used by
TPIRR via trackage rights or joint facility agreements in Part ITI-F.

7. Road Property Investment (Part I11-F)

In Part III-F of its Reply, CSXT proposes road property costs for the TPIRR that are far
in excess of what would be needed to construct the railroad. CSXT’s excessive road property
costs result from a myriad of reasons, including flawed methodology, misinterpretation of facts,
deviation from precedent, and other errors. In this section, TPI provides a brief overview of
Rebuttal Part III-F, including description of some of the major errors found in the Reply
Evidence.

a. Land

CSXT made several errors in its land valuation.® First, CSXT used a flawed
methodology that produces skewed and unreliable land valuation results. CSXT ignored the
simple fact that, as parcel size decreases, the per-unit price increases.®® In other words, all other
things being equal, smaller parcels tend to have a higher per-acre price than larger parcels. In
developing a per-acre price for each land classification, CSXT used a straight average of all sales

in its data, regardless of parcel size. Thus, CSXT gave equal weight to all sales. Of course, the

82 See CSXT Reply, p. III-F-2-14.

3 See, e.g., The Appraisal of Real Estate at page 198, The Appraisal Institute (14th ed. 1998)
(“Size differences can affect value and are considered in site analysis...Generally, as size
increases, unit prices decrease. Conversely, as size decreases, unit prices increase.”).
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TPIRR would generally buy more property from larger land-owners, on a parcel-by-parcel basis.
CSXT failed to acknowledge this fact, which overstates its land valuation. See Part IIL.F.1.f.

CSXT focuses its land valuation evidence on values in eight urban areas: Chicago,
Atlanta, Baltimore, Chattanooga, Jacksonville, Nashville, Pittsburgh, and Washington DC.
Howevér, CSXT only inspected three of these eight urban areas for the TPIRR. CSXT’s
inspection of the other five disputed urban areas actually took place in 2009 in support of another
case, by an appraiser who has since passed away.®* In other words, CSXT inspected only
Atlanta, Baltimore, and Chicago for this case. One apparent result of these disparate inspections
is that CSXT applied two totally different land valuation techniques to produce land values for
the eight disputed urban areas: one technique for the five areas inspected in 2009 for another
proceeding, and an entirely different technique for the three areas inspected for this case. See
Part IIL.F.1.a.

For each of the three urban areas inspected for this proceeding, CSXT created multiple
wildly varying valuations for the same land classification within the urban area. CSXT did not
explain how these different valuations were developed, nor did CSXT explain how it decided
which valuation to apply to which property segment. Furthermore, CSXT based these multiple
valuations on a very small number of actual land sales in proximity to the TPIRR corridor. As
just one example, CSXT developed 24 different residential valuations for the TPIRR land in
Chicago even though CSXT found only 3 residential sales within one-quarter mile of the TPIRR
route. In valuing the 34.9-mile ROW in Chicago, CSXT alternated among these 24 residential
values with 182 value changes in the 34.9 miles. CSXT did not explain how these 24 different

values were created, nor did CSXT explain how it decided which of the 24 values to assign to

8 See CSXT Reply, p. ITI-F-5 (n. 6).
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each segment of the ROW. See Part IIL.F.1.a.v. With no explanation of its valuation technique,
the CSXT evidence on land value is unsupported.

CSXT denigrated the TPI valuation as a “desktop” appraisal®, but this characterization is
incorrect. TPI performed on-the-ground inspection in 16 urban areas, covering 452 miles of the
hypothetical railroad right-of-way. Over 1,700 geo-coded photographs documented these on-
the-ground inspections.*® On-the-ground inspections were enhanced by use of online aerial
photography, and through use of readily-available online tools such as Federal flood maps and
county online mapping (GIS) systems. The Board recently recognized the value of using both
computer tools and on-the-ground inspection to create the most accurate land classifications.®’

In contrast, CSXT provided no photographic evidence of its inspections or resulting land use
designations. TPI’s use of aerial imagery and other software tools made its appraisal more
accurate. See Part IIL.F.1.a.

CSXT also erred in its treatment of water crossings. CSXT proposed that the TPIRR
spend $94.5 million to acquire the “land” of 14 water crossings; the vast majority of this dollar
figure involves the river crossing of the Potomac River between Washington, DC and Virginia.
As explained in Rebuttal Exhibit III-F-2, the TPIRR would not be required to “buy” the Potomac
River. The U.S. government holds fee title to the riverbed, subject to a public trust for

navigation and fisheries.®® CSXT has provided no evidence that it “owns” the Potomac River

85 See CSXT Reply, p. III-F-2.

86 See TPI Opening, Exhibit ITI-F-2, p. 19-22. Photos are found in TPI’s Opening Workpapers,
in the Part I1I-F-1 folder titled “TPI photos”.

%7 See SunBelt at 99.

88 See, e.g., United States v. Robertson Terminal Warehouse, Inc., Civ. Action No. 73-01903,
slip op. at 8 (D.D.C. Sept. 3, 2008) (“The United States holds fee title...to the bed of the
Potomac River.”), aff’d by United States v. Old Dominion Boat Club, 630 F.3d 1039 (D.C.
Cir. 2011).
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and, indeed, such a contention is far-fetched. Appraisal principles do not require valuation of
navigable river crossings.*® See Part IILF.1.f. and Rebuttal Exhibit I1[-F-2.

Although CSXT followed recent Board decisions regarding valuation of easements and
real estate acquisition costs,” TPI presents fresh evidence that those decision are factually and
theoretically incorrect. As for easement valuation, the Board should not adopt CSXT’s evidence
because it results in over-valuation of easements. TPI has provided empirical evidence that no
correlation exists between easement value and the passage of time. See Part IIL.LF.1.d. Real
estate acquisition costs should be excluded as a barrier to entry because CSXT itself did not pay
such costs for the vast majority of its real estate. See Part IIL.F.1.e.

b. Roadbed preparation

CSXT proposes roadbed preparation costs far in excess of what would be necessary to
construct the TPIRR.”" The main reason for CSXT’s inflated costs is the reliance on generic unit
costs from the R.S. Means Handbook (“Means”) rather than real-world data from actual rail
construction projects. Although Means costs are undeniably useful, they represent only one of
many ways to estimate costs for a rail construction project. TPI recognizes that Means costs
have been preferred by the Board in many recent SAC cases, but the evidence in Part III-F shows
that TPI has provided actual project costs that are superior to Means costs for several
construction items. See Part IIL.F.2.a.1.

As an initial matter, Means unit costs are not representative of the earthwork costs that

will be incurred by the TPI due to the economies of scale inherent in a project as large as the

¥ «The navigable waters are United States public property and because of this, the great inland

waterways have long been deemed national assets rather than the private property of riparian
owners.” The Uniform Appraisal Standards for Federal Land Acquisition, page 55, The
Appraisal Institute in cooperation with the U.S. Department of Justice.

% See CSXT Reply, p. I1I-F-8-9; SunBelt at 103-104; DuPont at 141.

%1 CSXT Reply, p. ITI-F-14-70.
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TPIRR. In fact, the Means Handbook states that “[t]he size, scope of work, and type of
construction project will have a significant impact on cost. Economies of scale can reduce costs
for large projects.”” Obviously, construction of the TPIRR would be classified as a large project
resulting in reduced unit costs (i.e., lower than those shown in the Means Handbook). See Part
[LF.2.a..

In lieu of Means costs, TPI relied upon real-world rail construction costs from the Trestle
Hollow Project.”® CSXT raised a number of objections to the use of Trestle Hollow unit costs™,
but TPI has strongly rebutted these objections. See Part III.F.2.a.ii. Unlike Means’ national
average unit costs, the Trestle Hollow Project occurred in an area of the country that is in the
midst of the TPIRR. Moreover, Trestle Hollow involved many difficult elements that ensure its
costs are not too low for the TPIRR; the Project occurred in hilly terrain that was heavily
wooded.” The right-of-way not only involved curvature, but also elevation change. In other
words, it was not a prototypically simple rail construction project (flat, straight, with no
vegetation). See Part III.F.2.a.ii.

A SARR is entitled to utilize the lowest feasible costs’, and the Trestle Hollow Project
costs are, by definition, feasible because they represent a recent real-world construction project.
CSXT’s arguments against Trestle Hollow actually support its use in this case. CSXT asserts
that the Trestle Hollow Project was “tiny in size and scope in comparison to the TPIRR.”’ Of

course, it is also true that any recent railroad construction project would be “tiny in size and

%2 See, TPI Rebuttal workpaper “Means Handbook project size.pdf.”

» See, e.g., TP1 Opening, p. I1I-F-10-16.

% See CSXT Reply, p. III-F-16-31.

%5 See, e.g., TPI Opening photographs in workpaper folder “Trestle Hollow Pictures.”

% See, e.g., AEPCO at 46 (“AEPCO correctly asserts that it may choose the lowest feasible cost
for each category of expense”). See also FMC, 4 STB at 800.

*7 See, CSXT Reply, p. ITI-F-20.
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scope” when compared to the 6,900-mile TPIRR*®, including the CSXT projects cited in the
Reply Evidence.”

CSXT makes an unsuccessful attempt to discredit the Trestle Hollow earthwork unit costs
via reference to Authorities for Expenditure (“AFE”) that were produced by CSXT in
discovery.m0 CSXT’s argument actually confirms that TPI was correct in disregarding the
AFEs. CSXT stated that concentration of earthwork in a smaller area results in a less expensive
unit price.'’! CSXT also stated that the TPIRR averages 75,000 CY total earthwork per mile, of
which 44,000 is common earthwork.'” Finally, CSXT also stated that the AFEs it produced in
discovery are several times less concentrated than the TPIRR; these AFEs average 20,012 CY
total earthwork per mile, of which 13,941 is common earthwork.'”® By CSXT’s own argument,
the AFEs are unrepresentative and should not be used for the TPIRR. See Part IIL.F.2.a.iii.

TPI also utilized the Trestle Hollow Project for clearing and grubbing costs, which was
reasonable given the heavily wooded, uneven terrain involved in that construction project. 104
TPI’s position is quite conservative on the clearing and grubbing issue because TPI applied its
unit cost per acre for clearing and grubbing to all of the TPIRR acres of clearing despite the fact
that nearly 70 percent of the TPIRR’s acres would only require clearing, and not grubbing. See

Part III.F.2.b.ii.

% This would also hold true for all of the projects used by R. S. Means to develop the unit costs
in the Means Handbook.

% See CSXT Reply, p. I1I-F-23-31.

10 See CSXT Reply, p. ITI-F-23-31.

101 See CSXT Reply, p. I1I-F-21.

192 See CSXT Reply, p. III-F-21.

103 See CSXT Reply, p. III-F-27-28. The total earthwork in the table on these pages is 1,280,170
CY and the total track distance is 63.97 miles, which equals 20,012 CY per mile. Similarly,
the common earthwork is 891,845 CY, which is 13,941 CY per mile.

104 See, e.g., TPI Opening photographs in workpaper folder “Trestle Hollow Pictures.”
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TPI’s determination of unit cost for adverse terrain earthwork was reasonable. CSXT’s
opposition to TPI’s adverse terrain unit cost is based on a flawed interpretation of what TPI did.
CSXT claims there was nothing adverse about the Trestle Hollow terrain (Reply at I1I-F-42-43),
but TPI’s evidence assumed that Trestle Hollow was standard (non-adverse) excavation, and,
consequently, TPI escalated the Trestle Hollow unit cost by the adverse terrain factor derived
from Means.'®” In other words, TPI determined the inherent relationship in Means costs between
common earthwork and common earthwork in adverse terrain. TPI utilized this relationship to
increase Trestle Hollow unit costs to a level appropriate for adverse terrain. The Board should
reject CSXT’s critique as inapplicable. See Part II1.F.2.c.ii.(6).(b).

CSXT claims it is unclear whether the Trestle Hollow Project entailed fine grading and,
due to this alleged uncertainty, CSXT seeks to add separate fine grading costs to the TPIRR.'
These additional costs are unnecessary and would result in a double-count. TPI’s workpapers
show that final grading was included in the Trestle Hollow Project costs utilized by TPL'"7 See
Part II1.F.2.c.ii.(7).(b).

CSXT asserts that the Board should adjust the quantities of excavated materials for
haulage purposes to account for “swell” of the materials after excavation.'”® The Board has
consistently rejected assertions of swell and shrinkage in SAC cases.'”” The Board should

similarly reject CSXT’s claims swell in this proceeding. See Part II1.F.2.c.ii.(7).(c).

195 See TPI Opening, p. I1I-F-16.

19 See CSXT Reply, p. III-F-49 (n. 92).

197 See TPI Opening e-workpaper “Trestle Hollow Specifications.pdf,” page 164, Sections 3.5.15
and 3.5.16.

108 See CSXT Reply, pp. III-F-50-52. CSXT also referred to swell and shrinkage of materials in
other parts of the Reply. See also, CSXT Reply, pp. [1I-F-43 and 47.

199 See SunBelt at 116; DuPont at 184-185; AEPCO at 92.
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On the issue of earthwork quantities, CSXT made a serious error in its designation of slag
as “other borrow.”!'® CSXT’s position is contrary to recent preceden’c.111 Moreover, CSXT’s
rationale for its position is based on a faulty understanding of history. CSXT contends that
classification as borrow is appropriate because it is unlikely that original construction of the rail
lines replicated by the TPIRR would have encountered slag.''? This contention is incorrect. By
1815, Pittsburgh was calling itself the “Birmingham of America” in recognition of the role
played by Birmingham, England in the iron industry, and there were over 200 furnaces across
Pennsylvania in 1840."" Smelting operations in the region would have resulted in adjacent piles
of waste slag. Simple history shows that slag would have existed in the Pittsburgh area prior to
the original construction of the lines replicated by the TPIRR, and, thus, would need to be
excavated. See Part [I1.F.2.c.i.

CSXT proposes that the TPIRR spend millions of dollars to purchase large amounts of
urban land for the sole purpose of depositing excavation waste.''* Just as it has done in two
recent cases, the Board should deny CSXT’s ill-advised proposal.'”> See Part IILF.2.c.ii.(7).(a).

Finally, CSXT also proposed excessive costs is several other areas. For example, CSXT
utilized a questionable methodology that results in overstated costs for subgrade preparation. See
Part III.F.2.c.ii.(8). On the subject of retaining walls, CSXT over-applied its conversion ratio to

non-solid retaining walls.''® See Part IIL.F 2 fii.

10 See CSXT Reply, p. III-F-35-36.

" SunBelt at 111.

12 See CSXT Reply, pp. 11I-F-35-36.

113 See TPI Rebuttal e-workpaper “Pennsylvania.iron.smelting history.pdf”.
114 See CSXT Reply, p. I1I-F-45-48.

"5 DuPont at 170; SunBelt at 117.

116 See CSXT Reply, p. III-F-65-66.
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c. Track Construction

The differences in the parties’ track construction costs result mainly from the categories
of ballast, sub-ballast, ties, and rail. See Part IIL.F.3.

On the issue of ballast unit cost, TPI utilized the same method that was accepted in the
DuPont case.''” TPI averaged the ballast costs for all the ballast sources provided by the
defendant in discovery. See Part II1.F.3.b.ii.(1). However, CSXT has taken a variety of steps to
substantially inflate the TPIRR’s necessary ballast costs.'’® First, CSXT unreasonably restricted
the number of ballast quarries, despite the fact that the TPIRR would obtain ballast from quarries
located on both the residual CSXT and other railroads. In other words, the fourteen quarries that
were included in CSXT’s discovery responses are representative of the current ballast market
and, consequently, the costs that the TPIRR would incur. This should not be a foreign concept to
CSXT because CSXT relied upon similar logic for sub-ballast.'”® See Part IIL.F.3.b.ii.(1).

Second, CSXT improperly weighted the various ballast suppliers. CSXT also assigned
far-off quarries to certain railheads, ignoring nearby or lower-cost quarries. See Part
[L.F.3.b.11.(2). The excessive quantity of CSXT’s resulting ballast unit cost can be confirmed by
comparing its asserted unit cost with the result in the recent DuPont case.'”® See Part
[LF.3.b.ii.(2).

For ballast transportation, CSXT provided inconsistent arguments such that it is

impossible to determine exactly what CSXT is proposing.'?! CSXT also misreads the Board’s

"7 DuPont at 191.

18 See CSXT Reply, p. I1I-F-71-82.

119 §oe CSXT Reply, p. III-F-84.

120 See NS Reply Evidence at p. I1I-F-123, Docket 42125 (public version) filed Nov. 30, 2012.
See also TPI Rebuttal e-workpaper “DuPont ballast cost.pdf.”

121 See CSXT Reply, p. I1I-F-80-82.
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AEPCO precedent. The Board should utilize the transportation cost proposed by TPI. See Part
[LF.3.b.1i.(5).

On the subject of sub-ballast, CSXT’s vendor quotations are over-stated compared to the
real-world project costs offered by TPL. See Part I11.F.3.b.iii. Precedent confirms that the sub-
ballast unit cost utilized by TPI is reasonable because sub-ballast is customarily less expensive
than ballast. See Part II1.F.3.b.iii.

CSXT claims that TPI’s cross-tie unit cost is understated. TPI shows that its unit cost is
accurate based on cost information provided by CSXT in discovery. See Part IIL.F.3.c.

CSXT has over-stated costs for various other items, such as rail, field welds, switches,
and rail lubricators, due to various departures from precedent, double-counts, and failures to
examine TPI’s supporting documents. See Part III.F.3.d — f.

d. Bridges

Given that TPI utilized bridge unit costs from projects in the TPIRR region, CSXT’s
application of a location factor adjustment to the bridge unit costs was improper. See Part
III.F.5.b. For specific bridge types, TPI has accepted some, but not all, of the adjustments
proposed by CSXT. For Type II Bridges, CSXT erroneously adjusts the superstructure proposed
by TPIL. As described in Part IIL.F.5.b.ii, the Type II design utilized by TPI is sufficient and
meets industry standards. TPI accepted certain design adjustments made by CSXT to Type [V
Bridges, Mixed Span Bridges, Tall Bridges, Special Non-Moveable Bridges, Truss Span Bridges,
Oversized Culverts, and Moveable Bridges. See Part IIL.F.5.b. The Board should reject CSXT’s
attempted adjustment to Moveable Bridge pier height because CSXT did not provide the

requested information in discovery. See Part IILF.5.b.x.(4).
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CSXT has unreasonably rejected TPI’s proposal to rely on funding via the Truman-
Hobbs Act for the majority of the TPIRR’s Moveable Bridge cost.' The Board recently
decided that Truman-Hobbs would not be available for new-build bridges,'* a position also
taken by CSXT. However, a blanket ban on use of Truman-Hobbs Act funding would impose an
impermissible barrier to entry on the TPIRR. If CSXT, as the incumbent, were ordered to
construct a bridge to achieve a specified level of navigability of an intersecting waterway, then
the TPIRR presumably has no choice but to construct the same bridge that the incumbent was
ordered to construct in order to preserve that level of navigability on the affected waterway.
However, if the incumbent received Truman-Hobbs Act funding to construct the required bridge,
and if the TPIRR were required to construct the same bridge without the benefit of the same
funding source, then a barrier to entry clearly has been created. See Part IIL.F.5.b.x.(3).

In other words, the Board must permit the TPIRR to either: (1) benefit from Truman-
Hobbs Act funding, or (2) construct a bridge that provides a lesser level of waterway navigability
than the existing bridge. Otherwise, a barrier to entry results. “Under SAC procedures, a SARR
is not required to incur costs for construction activities that the defendant railroad has never
incurred.”'** See Part IILF.5.b.x.(3).

Each generation of railroad bridges has been required to accommodate more and larger
marine vessels on an expanding number of waterways because of government mandates.
Truman-Hobbs explicitly recognizes that this evolution imposes costs on the railroads that they
should not have to bear. If the Board denies the TPIRR’s access to Truman-Hobbs Act funding

that exists only to relieve the incumbent railroads of this cost burden in the real world, it must

122 See CSXT Reply, p. 11I-F-138.
123 DuPont at 223.
124 pSCo/Xcel I, 7 STB at 690.
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also allow the TPIRR to ignore the navigability and design mandates that necessitate the costs to
be incurred. If the TPIRR cannot access Truman-Hobbs Act funding, it must be allowed to
construct bridges without regard for the navigation requirements of intersecting waterways, with
shorter and/or lower, and possibly non-movable, spans.'®® See Part IILF.5.b.x.(3).

Importantly, CSXT does not claim to have paid the full cost for all movable bridges on its
system. It cannot make that claim because it did not pay in full for all bridges. In fact, publicly
available data shows that CSXT itself has utilized Truman-Hobbs funding in the last few years
for bridges actually replicated by the TPIRR. Specifically, a bridge over the Mobile River near
Hurricane, Alabama (just northeast of the city of Mobile) was built in 2011, with 94% of the
funding coming from the Truman-Hobbs Act and the American Recovery and Reinvestment Act.
See Part 1IL.F.5.b.x.(3).

e. Signals and communications

CSXT accepts TPI’s assumption that the TPIRR will install PTC before the start of
operations, which is consistent with the Board’s recent DuPont and SunBelt decisions.'*®
However, CSXT unreasonably adds interoperability costs and a 25% escalation for
“upgrades.”’?’ These additional costs are unnecessary. See Part IILF.6.a.1.

An overarching flaw in CSXT’s reasoning is that CSXT treats the TPIRR’s PTC system
just like the PTC system that CSXT itself is trying to install. That is, CSXT believes the TPIRR
must first install one system and then overlay another system in 2015. In prior proceedings, the

railroads have taken the position that the SARR must first install a CTC system and then overlay

125 See, e.g,. Burlington Northern Railroad Co. v. STB, 114 F.3d 206, 214 (D.C. Cir. 1997)
(Court affirms Board decision on the issue of barriers to entry, finding it appropriate that
Burlington Northern was permitted “to earn a competitive return on all investments the
railroad actually made at their current value, but not on the investments it avoided by being
the first to market.”).

126 See CSXT Reply, p. I1I-F-146.

127 See CSXT Reply, p. I1I-F-146-147 and 159 (n. 342).
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PTC on top. In this proceeding, CSXT has gone one step further — CSXT has the TPIRR
installing a PTC system in 2010 and then installing an “upgraded” PTC system in 2015. See Part
IILF.6.a.1.

The Board should permit TPI to implement a fully-interoperable PTC system in 2010 in
order to eliminate the PTC mandate as a barrier to entry under contestable market theory.
Requiring the TPIRR to incur two sets of PTC costs within just five years is inconsistent with
contestable market theory because it imposes unique costs upon the new entrant that the real
world CSXT does not face during precisely the same tiﬁe period in which it too must implement
PTC. See Part IILF.6.b.1.

Contestable market theory requires that the advantage that an incumbent obtains from
having entered the market first and through a piecemeal process of expansion over an extended
period of time cannot be used to create a barrier to entry.'*® As a result of its piecemeal entry,
CSXT has had many decades to recover, in whole or in major part, the costs associated with its
existing CTC system.'”” The TPIRR, in contrast, would have less than 5 years to do so before
that system would become obsolete, all the while incurring costs for a replacement PTC system.
Since requiring the TPIRR to invest in two redundant signaling systems over a very short 5-year

period would impose a risk upon its investors that was not faced by CSXT’s investors, that

128 See Coal Trading at 413-14 (1990) (a market is not contestable when the costs faced by the
incumbent and the SARR are different).

129 Cf. West Texas Utilities at 671-72. CTC systems were first introduced in the late 1920’s and
were in standard use by most railroads by the 1940s. By the 1970’s and 1980’s
electromechanical control and display systems were replaced with computer operated
displays.
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requirement would be an impermissible barrier to entry under contestable market theory.'** See
Part III.F.6.b.i.

However, if the Board adheres to its precedent in DuPont and SunBelt, which would
permit the TPIRR to implement only a non-interoperable version of PTC in 2010 and then incur
additional costs from 2011-2015 to become interoperable, the Board should not impose those
costs to a degree that is greater than what CSXT is incurring to achieve interoperability. In other
words, the Board must reject CSXT’s upgrade charge—which CSXT itself has not and will not
incur. CSXT admits that its 25% upgrade additive is merely a guess made by its experts.”*! If
interoperability costs are required, then a portion of the initial costs proposed by CSXT should be
allocated to 2010, with the remainder to the 2011-2015 period. Furthermore, if the Board
requires interoperability costs, it should not also require development and testing costs because
the TPIRR would incur those costs in 2010 only if it were to obtain a tangible benefit in the form
of a fully-interoperable PTC system in 2010. See Part III.F.6.b.ii.

In addition to the conceptual issues described above, CSXT has overstated the costs for
many elements of its PTC proposal. See Part IIL.LF.6.b. For example, CSXT improperly includes
excessive development and testing costs for the TPIRR based on the view that the TPIRR would
be the “first mover.”"** These costs exceed what CSXT itself expects to spend, yet the TPIRR
would be forced to wait an extra five years (compared to CSXT) in order to achieve a fully-

functioning system. See Part III.F.6.b.ii.

130 See PPL Montana, LLC v. The Burlington Northern and Santa Fe Railway Company, 5
S.T.B. 1105, 1111-12 (2001) (holding that “a SARR should not be assumed to bear costs that
are not faced by the defendant railroad [including]...costs associated with risks not faced by
the defendant railroad’s investors.”).

Bl See CSXT Reply, p. III-F-159 (n. 342).

132 See CSXT Reply, p. I1I-F-158-159.
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CSXT includes significant costs for the TPIRR to purchase locomotive equipment for
other railroads.*> CSXT reasons that this purchase is necessary due to foreign locomotives
operating on the TPIRR during the five year period between 2011 and 2015. CSXT has ascribed
the full cost of foreign road locomotive radios to the TPIRR, which is plainly excessive and
unnecessary. The PTC mandate was established in the RSIA, which was signed by President
Bush on October 16, 2008.1** The FRA’s regulations were issued January 15, 2010, many
months before the start of TPIRR operations.'*> All railroads knew they would need to be
developing and testing PTC technology to get ready for December 31, 2015. In other words, the
foreign railroads would need PTC radios for their locomotives due to federal law, not due to the
existence of the TPIRR. See Part IIL.F.6.b.i1.(4).

CSXT’s assumption that the TPIRR would pay to equip locomotives for other real world
railroads to meet RSIA standards would result in the TPIRR improperly subsidizing its
competitors and must be rejected. Under CSXT’s construct, the first railroad to comply with the
RSIA standards in the real world would be required to pay for radios for railroads with which it
has run through agreements. CSXT offers no proof that this sort of arrangement occurs in the
real world, because it does not. Therefore, CSXT’s assumption that TPI would pay for that
equipment on behalf of those railroads is at odds with reality. See Part III.F.6.b.ii.(4).

In response to certain CSXT suggestions, TPI has used this Rebuttal Evidence to correct
its unit costs and incorporate inadvertently omitted PTC elements in its TPIRR cost estimate.
See Part IILF.6.a.ii. TPI does not accept CSXT’s proposal for fencing around signal huts. See

Part ITLF.6.a.ii.(1).

133 See CSXT Reply, p. I1I-F-163.
134 See, 110-P.L.-432.
135 See, 75 FR 2598.
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f. Buildings and facilities

In this Rebuttal Evidence, TPI has adjusted its evidence on Buildings and Facilities in
several ways. TPI accepted certain changes proposed by CSXT to locomotive fueling facilities,
locomotive shops, and other buildings. See Part IIL.F.7. TPI also accepts that the TPIRR must
build the Curtis Bay Coal Terminal, but the TPIRR does not need to include the numerous
elements proposed by CSXT. See Part I11.F.7.u.

TPI eliminated costs for certain intermodal and automotive facilities that CSXT does not
own. See Part IIL.LF.7.a. TPI also rejects excessive costs proposed by CSXT for certain items,
such as crane costs for the locomotive shops, the addition of redundant locomotive service and
inspection facilities, and certain yard offices. See Part IIL.F.7.

CSXT has over-stated the number of necessary Maintenance of Way buildings. See Part
HI.F.7.i. CSXT also erroneously claims that yardmaster towers will need elevators due to the
Americans with Disability Act (“ADA”). However, ADA guidelines do not apply to the
yardmaster towers. See Part IIL.LF.7.k. Additional increases made by CSXT to yard paving and
yard drainage costs are similarly unnecessary. See Part IIL.F.7.t.

8. DCF Analysis (Part 11I-G)

In Part ITI-G of its Reply, CSXT objects to two major aspects of the DCF model utilized
by TPI in the Opening Evidence. First, CSXT adds an equity flotation fee (so called “gross
spread”) to the raising of equity capital by the TPIRR. Second, CSXT proposes a deviation from
the Board’s established rule regarding indexing of SARR operating expenses. Both positions

136

advanced by CSXT are contrary to precedent ", and the Reply Evidence is far from adequate to

justify deviation from the Board’s decisions on these issues.

136 See, e.g., DuPont at 273-275; SunBelt at 183-185; Major Issues, slip op. at 39-47.
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a. An equity flotation fee is not warranted

CSXT fails to justify an equity flotation fee for the TPIRR. The CSXT evidence is an
internally inconsistent smorgasbord of contradictory statements that do not support the 2.0
percent equity flotation fee proposed by CSXT. The contradictions are so pervasive and incisive
that they forcefully disprove not only the rationale behind the amount proposed, but also CSXT’s
critique of the Board’s DuPont and SunBelt decisions.

i. The TPIRR need not use an IPO

CSXT’s flotation fee rests on the assumption that the TPIRR would use a high-cost IPO
to raise equity funds."*” CSXT’s reasoning is flawed because the TPIRR could sell its equity
through a private placement arrangement without incurring the substantial costs of an [PO. See
Part II1.G.1.a. The process is less complex than that for a public sale like an IPO because, in
many cases, registration statements and other regulatory actions are not required. This allows the
issuing companies to avoid the time, expense, and disclosure requirements of filing registration
statements and other regulatory notices.'**

A private placement for the TPIRR is feasible. Real world investors have shown a
willingness to invest large sums of money on a private basis to operate real world railroads. The
prime example of this is Berkshire Hathaway’s decision to invest $34 billion to acquire and
operate the BNSF Railway. While not a private equity placement, Berkshire Hathaway’s

acquisition of the BNSF nevertheless shows that sophisticated investors are available to provide

137 See CSXT Reply, p. I1I-G-2 (the flotation fee is “dependent on the size of the IPO gross
proceeds raised”).

138 See “Introduction to Private Placements™ at
http://www.seclaw.com/docs/privateplacement.php/.
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sufficient capital to build and operate a railroad as large as the TPIRR, without the need to raise
equity capital through an 1PO."*

ii. Contrary to CSXT’s assertions, risk and other factors affect
equity flotation fees.

In an effort to counter the Board’s reasoning in DuPont and SunBelt, CSXT asserts that
the size of an equity flotation fee is “not reflective of either the risk profile...[or] the industry
characteristics” but depends “on the size of the IPO gross proceeds raised,” and the “gross spread
is not dependent on industry or specific company characteristics but tends to follow the dollar
amount of proceeds raised.”'* CSXT is wrong on this point. Risk and the industry do matter, as
various experts cited by TPI agree. Moreover, CSXT’s own evidence shows that there are
factors other than size of the issuance that affect the gross spread. See Part II[.G.1.b.

CSXT has analyzed recent equity flotation fees in an unsuccessful attempt to show that
the amount raised is all that matters in determining the size of the fee. CSXT’s own data,
however, reveals that the two industries with the most data points are the Financial sector and the
Information Technology (“IT”) sector,"*! which have nearly identical gross spreads — 3.4% for
Financial and 3.3% for IT. Under CSXT’s theory(that the size of issuance determines the fee),
these two sectors should have nearly identical average amounts raised.'** However, the average
amount raised in the IT sector is nearly three times the amount in the Financial sector.'*’

Perhaps aware that its own data does not support its position, CSXT postulates that

factors other than the amount raised may affect the size of an equity flotation fee. Just one page

139 Another large railroad equity transaction was Fortress Investment Group’s $1.1 billion

acquisition of RailAmerica in February 2007.

140 See CSXT Reply, p. III-G-2- 3.

141 See CSXT Reply, p. I1I-G-7.

142 The ample number of data points suggests that CSXT’s theory, if true, should be evident. In
other words, because these two sectors have the most data points, the results of CSXT’s
analysis should be the most probative for these sectors.

143 See CSXT Reply, p. III-G-7.
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after saying that the specific industry does not matter, CSXT posits that a healthcare CEO
planning an IPO would “compare[] his company...to other healthcare companies” to obtain
“industry comparables.”"** Of course, earlier, CSXT had claimed that this cannot happen
because bankers are not interested in the industry, only the size of the stock issuance.'* Just two
pages after stating that the size of the amount raised is all the matters in determining the equity
flotation fee, CSXT states that, given bankers’ real-world practices, “different deals in which
comparable amounts are raised might show different gross spreads.”'*® CSXT then admits to
two further factors that affect the size of an equity flotation fee: the “excitement” level and the
role of government involvement.'*’

At the end of the day, it is impossible to determine what CSXT believes. In attempting to
disprove the Board’s rationale in DuPont and SunBelt, CSXT has succeeded only in tying itself
in knots. CSXT has not even remotely justified deviation from the Board’s DuPont and SunBelt
precedent.

ii. The BN example does not support CSXT’s position

CSXT also relies upon the 1991 equity issuance of the Burlington Northern Railroad
(“BN”) in an attempt to salvage the 2.0 percent fee proposed for the TPIRR. CSXT contends
that the 3.9 percent fee incurred by BN shows the “middle of the range” of what the TPIRR
would incur.'*® The facts do not support such a contention. First, BN did not actually pay 3.9
percent as a fee for the issuance — BN only paid 3.0 percent because 0.9 percent represented the

“cost” to BN of stock dilution. Even if the TPIRR used an IPO, there would be no pre-existing

stock to dilute. Second, records of the Securities and Exchange Commission show that BN

144 See CSXT Reply, p. I1I-G-4.
15 See CSXT Reply, p. III-G-3 (“gross spread is not dependent on industry”).
146 See CSXT Reply, p. I1I-G-5.
147 See CSXT Reply, p. III-G-8.
18 See CSXT Reply, p. II-G-6.
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raised only $345 million in its 1991 issuance. This figure is over 80 times less than the equity
CSXT expects the TPIRR to raise. If, as CSXT asserts, “the larger the dollar amount of IPO

proceeds raised, the lower the gross spread percentage”'*’

, then 3.0 percent cannot be the
“middle” of what the TPIRR would incur. Indeed, even 2.0 percent is far too high based on the
BN experience. See Part I11.G.1.c.

iv. The empirical evidence shows that CSXT’s proposal is off the
mark

CSXT notes that the TPIRR would need to raise between $21.8 billion and $30.1 billion
in equity (Reply at II1I-G-8), an offering that CSXT admits is unusually large. In fact, the amount
needed by the TPIRR is far larger than any of the real world examples included by CSXT in its
data set.™® Given CSXT’s assertion that the equity flotation fee decreases as the amount raised
increases, then the 2.0 percent fee proposed by CSXT for the TPIRR should be lower than that
found in of any of the real-world examples included in the CSXT workpaper. However, this is
not the case. There are several data points with an equity flotation fee far lower than 2.0 percent,
and some as low as 0.75 percent."”! See Part I11.G.1.d.

* * *

In sum, there is no support for the 2.0 percent figure proposed by CSXT for the TPIRR.
This proposal materializes on the last page of CSXT’s 8-page treatment of the equity flotation
issue with no support other than the assertion that 2.0 percent “appears to be reasonable.”’ >
CSXT incorrectly assumes that the TPIRR would raise capital through an expensive IPO, yet

provides no support for the implicit view that a public process is necessary. CSXT’s position is

also internally inconsistent and has not met the standard established by the Board in DuPont and

1 See CSXT Reply, p. I1I-G-3.
130 See CSXT Reply work paper “Gross Spread Analysis” at tab “US-Industry.”
151 See CSXT Reply work paper “Gross Spread Analysis” at tab “US-Industry.”
152 See CSXT Reply, p. I1I-G-8.
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SunBelt. By CSXT’s own reasoning and evidence, the equity flotation fee for the TPIRR, if it
were to raise equity capital through a public process, should be significantly lower than 0.75
percent, yet CSXT has not explained why 2.0 percent is the appropriate figure. The Board
should reject CSXT’s evidence on the equity flotation fee.

b. CSXT impermissibly deviates from the Board’s established indexing
rule

CSXT has improperly deviated from the Board’s established rule regarding indexing of
SARR operating expenses.'> See Part [11.G.2. In the Major Issues rulemaking, the Board
determined that SARR operating expenses should be indexed using a hybrid RCAF index."**
CSXT’s deviation from this prescribed hybrid RCAF index for projecting TPIRR operating
expenses is improper because the index was adopted through notice-and-comment rulemaking
and, therefore, the Board must abide by the rule it adopted.®® The Board cannot deviate from
the hybrid RCAF index without engaging in a further notice-and-comment rulemaking
process.’°

Beyond CSXT’s improper deviation from Major Issues, there are several other problems
with CSXT’s approach. First, CSXT’s approach does not properly take into consideration
productivity in the fuel costs of the TPIRR for years 2010 through 2013. The hybrid RCAF
index includes a productivity component that takes into consideration railroad total factor
productivity, including productivity associated with fuel consumption. CSXT’s approach

disregards this productivity which leads to an overstatement in TPIRR fuel costs.

153 See CSXT Reply, p. I1I-G-8-10.

5% Major Issues at 39-47.

155 See, e.g., U.S. International Trade Commission v. ASAT, Inc., 411 F.3d 245, 253 (D.C. Cir.
2005); Steenholdt v. FAA, 314 F.3d 633, 639 (D.C. Cir. 2003).

136 See, e.g., United States Telecom Association v. FCC, 400 F.3d 29, 35 (D.C. Cir. 2005).
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Second, CSXT’s attempt to develop a productivity-adjusted AII-LF is fatally flawed.
CSXT applies a productivity adjustment factor (“PAF”") with fuel to a cost index excluding fuel.
One cannot simply combine the AII-LF with the RCAF PAF and expect to produce a meaningful
index.

Third, it would be unfair to allow CSXT to selectively update the record. CSXT has
chosen to update the fuel prices paid by the TPIRR because such a change is beneficial to CSXT,
but CSXT has ignored other input prices that may have declined between 2010 and 2013. This
sort of selective updating is improper and contrary to precedent.””’ Neither TPI nor the Board
has access to the information needed to update every operating expense since the close of
discovery or to know whether those updates would be favorable or unfavorable.

9. Results of SAC analysis (Part ITI-H)

In Part III-H of its Reply, CSXT expresses disagreement with numerous aspects of the
SAC analysis results described in the TPI Opening Evidence. The issues raised by CSXT
include debt capital structure, bonus depreciation, and several others. As explained below, the
Board should follow TPI’s Opening Evidence.

a. Debt capital structure
CSXT wants the TPIRR to operate differently than real-world railroads by structuring the
TPIRR’s debt like a typical home mortgage even though real-world railroads, including CSXT
itself, structure their debt to make coupon payments (consisting of fixed interest) on the debt.'>®

The Board and ICC have acknowledged that real-world railroads generally operate in this

fashion.'® TPI recognizes that the Board recently rejected efforts to structure SARR debt in the

157 See, e.g., WFA/Basin I at 6; WFA/Basin at 8 (n. 8) (served July 27, 2009).FMC at 729.
138 See CSXT Reply, p. I1I-H-2-6.
159 See, e. g., DuPont at 281; SunBelt at 191; Nevada Power II at 319.
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manner of real-world railroad debt.'® In those two cases, the Board stated that a SARR is
evaluated through a “regulatory lens” where scrutiny of the financial markets does not occur.'!
TPI believes the Board’s rational underlying those decisions is incorrect.

According to those recent decisions, because fixed coupon payments mean that a SARR
is paying only interest on its debt and not repaying the principal, this would impede the ability of
the SAC test to determine a SARR’s ability to pay the cost of constructing, maintaining, and
operating its system.'®* The Board’s position is not correct because the repayment of any
principal borrowed is accounted for in the levelized stream of capital recovery payments, not in
the debt amortization approach. This occurs through the capital carrying charges included in the
“Investment SAC” level of the DCF model, which ensure that a SARR is developing enough
quarterly cash flows to pay back not only the interest on the debt (as encompassed in the
weighted-average cost of capital used as a discount factor), but also the principal amount
originally borrowed (as reflected in the investment costs and interest during construction costs).
Far from not paying back any principal, the quarterly capital charges explicitly account for
repaying principal on existing and future investments. Thus, the repayment of principal is
already accounted for in the DCF model regardless of whether the Board uses a home mortgage
amortization approach or a coupon approach. See Part IIL.H.1.d.

In addition to relying on the DuPont and SunBelt decisions, CSXT makes several flawed
arguments to support its mortgage-style debt structure for the TPIRR. First, CSXT incorrectly

characterizes TPI’s Opening Evidence as advocating for a single 20-year note.'® TPI merely

stated in its Opening Evidence that, consistent with Major Issues and previous Board decisions,

10 DyuPont at 281; SunBelt at 191.
181 DyuPont at 279-282; SunBelt at 189-191.
12 DuPont at 281; SunBelt at 191.
163 See CSXT Reply, p. I1I-H-5-6.
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the model includes the first 20-years of debt for road property investment.!®* Such financing can
include multiple debt instruments of varying duration. In its Opening Evidence, TPI also
recognized the Board’s concern that, if a SARR issues 20-year debt obligations, such a 20-year
term might not match the actual length of debt obligations issued by the railroads in the cost of
capital determination group.'®® As TPI previously explained, this need not be a concern. The
railroads’ level of debt has remained fairly constant since the last round of mergers in the mid
1990’s. This is because the railroads are issuing new debt as their preexisting debt instruments
mature, or the railroads are redeeming older debt issuance and replacing them with newer
issuances. In other words, the railroads are holding their levels of debt constant by issuing new
debt when the older debt expires or the debt is called. As such, the railroad’s interest payments
would be expected to be consistent from year to year and not decline over time.'®® See Part
IL.H.1.d.

CSXT also criticizes the Opening Evidence debt structure because it uses the current
interest rate during the analysis period. CSXT claims that TPI is ignoring future changes in
interest rates.'®” CSXT’s critique is overblown. The consistency of interest rates is an
assumption that the DCF model already makes. In calculating the interest tax shields associated
with future asset replacements, the Board’s DCF model already assumes future interest payments
will equal prior year interest payments. CSXT used this assumption itself in calculating interest

payments on future asset replacements.’®®

164 See TPI Opening at I1I-H-4.

195 See TPI Opening at I11-H-4.

166 See TPI Opening at 11I-H-4.

167 See CSXT Reply, p. I1I-H-4.

198 See CSXT Reply workpaper “Exhibit III-H-1 Reply.xlsm,” worksheet “Replacement
Interest,” cell D5.
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In an attempt to counter TPI’s showing that real-world railroads do not have debt
structured like home mortgages, CSXT asserts that some of the debt instruments that form that
basis of the AAR’s cost of debt are “paid in full” at maturity.'®® CSXT’s statement is misleading
because the “full payment” by the relevant railroad likely involved reissuance of the principal in
a new debt instrument. As indicated in Opening, the railroads’ capital structure has remained
constant over the last decade, indicating that, as old debt is retired or paid in full, new debt is
issued to replace it.!”

TPI’s treatment of the TPIRR’s debt enables the TPIRR to maintain a stable capital
structure. This is consistent with the Board’s DCF model, which assumes the capital structure
does not change over time.'”! To reflect this steady-state nature, the TPIRR must reissue debt as
older debt is retired, which ultimately leads to consistent interest payments as reflected in TPI’s
DCF model.

b. Replacement assets

CSXT erroneously creates a double-count of interest payments through what it calls a
“re-establish[ment]” of a 20-year debt amortization schedule for replacement assets.'”> CSXT’s
action results in a double count because TPI included a terminal interest value calculation in its
173

Opening Evidence, which accounts for TPIRR interest payments for debt issued in perpetuity.

Hence, TPI does not accept CSXT’s proposal. See Part IILL.H.1.e.

169 See CSXT Reply, p. I1I-H-5.

170 See TPI Opening, p. I1I-H-2-6.
17! See TPI Opening, p. I1I-H-12.

172 See CSXT Reply, p. I1I-H-6.

173 See TPI Opening, p. III-H-12-15.
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c. Bonus depreciation

In its Opening Evidence, TPI stated that the TPIRR would utilize bonus depreciation

provisions available under federal law for capital investments.'”*

Use of bonus depreciation in
this manner is in accord with direct Board precedent.'”” Even though the bonus depreciation
laws may have been short-term in nature, the Board has previously applied short-term tax laws in
effect during the construction period of a SARR.'7®

Despite this controlling precedent, CSXT claims that bonus depreciation is improper as a
“reverse barrier to entry” because identical bonus depreciation was not available to it during the
construction of all the lines replicated by the TPIRR.'”” CSXT contends that bonus depreciation
“would inappropriately place the TPIRR at a distinct advantage relative to the incumbent
CSXT.”'"™ CSXT believes the bonus depreciation is inappropriate because it exists “solely as a
byproduct of the artificially short construction period assumption,” and thus confers “tax benefits
on the SARR that were not available to the incumbent.”'”

CSXT’s position does not warrant overturning existing precedent. In its two recent
decisions on the issue, the Board stated that the short time period for SARR construction results
in both benefits and disadvantages for the SARR, and that it would be improper to bar the SARR
from the benefits while requiring the SARR to endure the disadvantages.'®® In fact, CSXT and

its predecessors have benefitted from a wide range of prior tax benefit laws that are not available

to the TPIRR. See Part III.H.1.f.i. In other words, CSXT’s argument works both ways.

7% See TPI Opening, p. I1I-H-8-10.

'S DuPont at 277-279; SunBelt at 188-189.

176 See, e.g., West Texas Utilities at 714; McCarty Farms at 525-529.
177 See CSXT Reply, p. I1I-H-7.

178 See CSXT Reply, p. I1I-H-7 (emphasis original).

179 See CSXT Reply, p. I1I-H-8.

180 DuPont at 278; SunBelt at 188.
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CSXT offers to allow the TPIRR to take bonus depreciation to the same extent that
CSXT itself did during the TPIRR construction period.'®" However, this would give an unfair
advantage to CSXT because various other (now-expired) tax and/or legal provisions were
available to CSXT and its predecessors in previous decades yet, crucially, are not available to the
TPIRR. If CSXT were to get the benefit of limiting the TPIRR’s use of current law, then CSXT
must share with the TPIRR some percentage of the benefits CSXT received in prior years under
prior law. These prior benefits are not available to the TPIRR but were available to CSXT.
Because this simply is not possible, the Board should apply existing law to the TPIRR — just as
then-existing law similarly applied to CSXT and its predecessors over the past 180 years.

CSXT not only was aided by many historic tax breaks, but also continues to benefit from
current favorable tax treatment unavailable to the TPIRR. For example, CSXT obtained a tax
break from the state of Florida in 2012 for spending more than $250 million in capital
projects.'®* Because the TPIRR completed the primary construction of its rail system in 2010,
and does not begin replacing any major assets until 2025 at the earliest, it would not be eligible
for the special tax treatment CSXT received from the state of Florida. See Part IIL.H.1.f.i.

The Board accepted complainants’ use of bonus depreciation in the DuPont and SunBelt
decisions because, among other things, there are both disadvantages and advantages from the
compressed construction schedule of the SARR.' CSXT questions what the disadvantages
might be, given that the Board did not specify them.'®* There are many such disadvantages. For

example, prices for materials (such as steel) could be elevated during the brief period of SARR

181 See CSXT Reply, p. III-H-9.

182 See “Florida’s Tax Break Often Helps Companies Do Already-Planned Work,” Orlando
Sentinel, July 7,2012. Available at: http://articles.orlandosentinel.com/2012-07-
07/business/os-single-sales-factor-20120707 1 tax-revenue-tax-incentive-single-sales-factor.

'*> DuPont at 278; SunBelt at 188.

184 See CSXT Reply, p. I1I-H-7-8.
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construction, thus forcing the SARR to expend far more than under normal conditions. In
contrast, real-world railroads such as CSXT have benefitted from acquiring their materials over
many decades, in both boom and bust cycles. Moreover, CSXT has had the option of choosing
not to construct new lines during unfavorable market conditions, whereas a SAC complainant
must take conditions as they are during the SARR construction period.

The viability of a SARR can also be negatively impacted by prevailing debt interest rates.
If the SARR construction period coincides with a period of high interest rates for debt, the SARR
would be saddled with extra debt costs, thus negatively affecting the complainant’s entire case.
The negative impact would be a direct consequence of the “artificially short construction period
assumption”, and would affect the SARR to a much greater extent than the defendant railroad.
Compared to the SARR, the defendant would have incurred moderate levels of debt over many
decades of financing, thus smoothing out any period of high interest rates. See Part III.H.1.f.i.

In other words, a SARR must incur “current market prices” at the time construction
actually occurs. That means the SARR must pay market rates for land, material and labor,
whether that be a boom or a bust market, regardless what the incumbent may have paid (unless
the incumbent paid nothing, in which case the SARR also pays nothing). Tax depreciation is a
temporal cost factor just like most other costs that the SARR must incur.

According to CSXT, its position is a necessary result of the SARR being a “replacement
carrier that steps into the shoes of the incumbent.”'® CSXT’s position is misguided. CSXT fails

to recognize that the stand-alone replacement need not be constructed or operated in the same

185 See CSXT Reply, p. III-H-8-9.
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manner as the defendant.'®® In fact, the “SARR” need not even be a railroad.'®” See Part
HIL.H.1.fi.
d. TPIRR capital structure

In its Opening Evidence, TPI explained that it corrected a flaw in the Board’s standard
capital recovery methodology.'®® Specifically, the DCF model assumes that the SARR’s capital
structure will remain constant in perpetuity, but the model also assumes that after year 20, and
until the first assets are replaced in the replacement level of the DCF model, the railroad has no
debt and no tax shielding interest payments. This creates an irreconcilable mismatch between
the SARR’s cost of capital and its cash flows. The cost of capital assumes that the SARR is
carrying debt, and its associated interest payments, but the cash flows reflect no benefits from the
interest tax shields. See Part II.H.1.h.i.

TPI corrected for this flaw in its Opening Evidence. TPI adjusted the terminal value in
the capital carrying charges to account for the interest tax shields that would exist with a constant
level of debt in perpetuity.'® In two recent decisions, the Board adopted a correction identical to
that made by TPI in its Opening.'”® Nonetheless, CSXT seeks to have the Board depart from
those recent decisions.'”’ CSXT invokes older precedent in an attempt to support its position,
but CSXT’s interpretation of Coal Trading Company, McCarty Farms, and Major Issues 1s

plainly incorrect. See Part IILH.1.h.1.

186 McCarty Farms at 468; AEPCO at 10.

187 Coal Rate Guidelines at 543; WFA/Basin II at 14.
188 §ee TPI Opening, p. I11-H-12.

189 See TPI Opening, p. III-H-13.

90 DuPont at 282-284; SunBelt at 193.

91 See CSXT Reply, p. III-H-11-14.
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CSXT also asserts that the Board’s recent DuPont and SunBelt decisions are erroneous

for both conceptual and mathematical reasons.'*

In support of its conceptual error claim, CSXT
asserts that the terminal value correction creates inconsistent assumptions regarding amortization
of debt incurred during the initial construction period and debt incurred in subsequent asset
replacement.’”® CSXT is wrong for two reasons. First, the different assumptions mentioned by
CSXT existed even prior to the terminal value correction accepted by the Board in DuPont and
SunBelt, not as a consequence of that correction. Second, CSXT ignores the fact that the debt
reflected in the terminal value calculation is there to perpetually replace future assets (as well as
to account for other corporate needs as debt is used by real-world railroads). Therefore, CSXT is
wrong in its claim that there will be no amortization of debt for assets in subsequent asset
replacement cycles.'”* See Part IILH.1.h.i.

CSXT’s assertion of a mathematical error is similarly unfounded. CSXT asserts that the
terminal value correction would result in overstating the interest the TPIRR would pay in the last
ten years of the 20-year analysis period.195 In other words, the terminal value correction utilizes
an average interest payment for all 20 years, and that average figure is higher than the actual
interest payment in years 11 through 20. CSXT ignores the fact that actual interest payments
would be higher than the average in the first ten years. Hence, there is no mathematical error.
See Part I1I.LH.1.h.i.

In lieu of TPI’s terminal value correction, CSXT proposes that the Board recalculate the

TPIRR’s capital structure as debt is amortized.'”® CSXT’s position is inconsistent with standard

2 See CSXT Reply, p. 11I-H-13-14.
193 See CSXT Reply, p. I1I-H-13.
194 See CSXT Reply, p. I1I-H-13.
195 See CSXT Reply, p. I1I-H-14.
19 See CSXT Reply, p. III-H-14.
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finance theory, which states that a firm’s cost of equity should decrease as the debt percentage
decreases. The inconsistency arises because CSXT’s proposal does not involve changing the
cost of equity and, consequently, the proposal cannot be adopted. See Part ITII.H.1.h.i.

e. PTC investment

CSXT failed to credit the TPIRR with bonus depreciation for PTC investment in years
2011 through 2013. Under the applicable depreciation laws, the TPIRR would be entitled to
such bonus depreciation in the year in which the relevant investment was made. Moreover,
CSXT has already begun depreciating its PTC related investments, which presumably includes
taking bonus deprecation on these investments. Failing to include the bonus depreciation
overstates the capital carrying costs required for PTC. See Part IILH.1.h.ii.

f. MGA investment

CSXT contends that the TPIRR would be required to assume CSXT’s capital expenditure
payments for the MGA area. TPI agrees that the TPIRR must assume some of the MGA capital
costs, but CSXT has incorrectly calculated the net costs to the TPIRR by failing to account for
the depreciation and interest expense tax shields associated with such a capital investment. TPI
has included the necessary MGA capital costs, but also included the resulting depreciation and
investment tax credits. See Part II1.H.1.h.iii.

g. Cross-subsidy analysis

CSXT purports to perform a cross-subsidy analysis for a single TPIRR line segment in
Indiana, and states that the Board should use this flawed analysis as a “template” for any other
subsidy analyses that the Board would perform.'®” CSXT made several errors in its attempt to

create a cross-subsidy template, including:

97 See CSXT Reply, p. III-H-22.
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. CSXT improperly imputed 2012 traffic to all years moving over the Indiana line segment,

thereby ignoring actual traffic for 2010 and 2011.

CSXT improperly excluded traffic originating and/or terminating at two specific
mileposts.

CSXT included costs for sub-ballast on bridges, which was improper because bridges
have no sub-ballast.

CSXT included certain turnouts even though the TPIRR would have no such turnouts on
this line segment.

CSXT improperly assigned turnouts to customers where such turnouts are unnecessary.

When these errors are corrected, the revenues exceed the stand-alone costs for this Indiana line

segment tested by CSXT. See Part I11.H.2.

TPI’s Rebuttal Evidence, however, does indicate the presence of a so-called “Otter Tail”

cross-subsidy on this segment. Although TPI has provided the Board with a work paper that

calculates the effect of this cross-subsidy, TPI contends that the Otfer Tail cross-subsidy test is

inappropriate and should be rejected because it: (1) impermissibly measures a cross-subsidy

based upon hypothetical rates that are not and never will charged in the real-world; and (2)

violates contestable market theory as held by the Board in its WPL decision. See Part II1.H.2.b.
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C. REQUEST FOR RELIEF

For the foregoing summarized above and detailed in Part III, Exhibits, and supporting
work papers, the Board should declare that the challenged rates are unreasonable under the
stand-alone cost constraint, prescribe reasonable rates for a period of 10 years, beginning on July
1, 2010, and award TPI reparations for monies paid in excess of the reasonable rates from July 1,

2010 through the effective date of the Board’s decision.

Respectfully submitted,

/

Jeffrey O. Moreno

Nicholas J. DiMichael

David E. Benz

Jason D. Tutrone

Thompson Hine LLP

1919 M Street, N.W., Suite 700
Washington, D.C. 20036

(202) 331-8800

November 5, 2014
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CERTIFICATE OF SERVICE

I hereby certify that this 5th day of November 2014, I served a copy of the Rebuttal
Evidence and Argument for Total Petrochemicals and Refining USA, Inc. upon Defendant via

hand-delivery at the address below:

G. Paul Moates

Paul A. Hemmersbaugh
Sidley Austin LLP

1501 K Street, NW
Washington, DC 20005

Counsel for CSXT Transportation, Inc.

S %

Jeffrey O. Moreno
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TPI1 Rebuttal Evidence Insert to Part 1.B.5.e: Counsel’s Argument and Summary
G&A Expenses (pp. I-51-A thru E) Public

Compared to CSXT, the TPIRR benefits from greater traffic density on its rail lines. In
other words, the rail lines of the TPIRR are utilized for more trains and more traffic, on average,
than the rail lines of CSXT. One mechanism by which TPI has developed a more densely
utilized rail system is by omitting many of the CSXT branch lines and other comparatively
lightly-used rail lines of the CSXT system. By developing a SARR with greater density, TPI
benefits from concentrating its traffic on a smaller rail infrastructure.

The increased density of the TPIRR is apparent by comparing the TPIRR route map to a
2008 density map from the CSXT website.! These two maps show that the TPIRR replicates
most of the high density CSXT rail lines (depicted in red on the CSXT map), a smaller
percentage of the medium density CSXT rail lines (depicted in yellow), and very few of the low
density CSXT rail lines (shown in green).

It is well-recognized that an increase in density results in economies of production. See,
e.q., PPL 1, 6 STB 286, 299 (n. 21) (Board states that there is “declining capital investment

needed per unit of output as the rail system is used more intensively”). See also Guidelines, 1

ICC2d at 526. However, it is also the case that operating costs per unit of output are higher on
light-density rail lines — particularly light-density branch lines that are frequently used to pick up
and deliver small numbers of cars to various consignors and consignees. CSXT itself has argued
that its service on lightly-used branch lines is more costly than the Board and most complainants

realize.? Experts agree.’

! See TPI Opening Exhibits I11-A-1 and 111-A-6 (TPIRR route map) and Rebuttal workpaper
“CSX.presentation.Shortline.Workshop.Feb.2008.pdf” (2008 shortline presentation at page 162). The CSXT
map is labeled “Proprietary Not for Public Release”, but it is readily available on the CSX website. See
workpaper “CSX.shortline.workshop.Publicly.Available.pdf”, showing the website page where the presentation
is available.

2 Joint Comments of CSXT and NS at p. 8, in Major Issues in Rail Rate Cases, STB Ex Parte No. 657 (Sub-No. 1)
(filed May 1, 2006) (CSXT and NS assert that prior cross-over traffic revenue allocation methods “do not
adequately account for the full costs to the residual incumbent of serving crossover traffic, particularly on the
low-density residual lines that the complainant chooses not to include in its SARR.”).
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The efficiencies demonstrated by the TPIRR should come as no surprise to CSXT. Over
the past decade, CSXT’s own experience has revealed that elimination of light-density and/or
branch lines can and does increase railroad efficiency. The key difference, however, is that the
scale and scope of the TPIRR’s commitment is far beyond what CSXT has sought to accomplish.
In other words, the TPIRR is a more fully developed version of the CSXT strategic vision for
increasing efficiency.

It is common knowledge that Class | railroads have sold or leased a significant
percentage of their track to shortline railroads over the past twenty years. “Between 1980 and
2008, the Class | railroads transferred nearly 30,000 route-miles to short-line and regional
railroads.” In the words of the Board:

Larger railroads have shed many of their lighter density lines, either through

abandonment or through line sales, and have focused more of their resources on

their mainline service. For the larger railroads, this refocusing has helped

improve their financial health.

Meridian Southern Railway, LLC — Acquisition and Operation — Line of Kansas City Southern
Railway Company, STB Docket No. 33854, slip op. at 2 (n. 1) (served Aug. 29, 2000).
Of course, shortline railroads can operate with lower costs than Class | railroads.” In

adopting a class exemption to apply to acquisitions by Class Il railroads, the Board noted that

“continued rail operations made possible by such acquisitions should improve service for

®  Denver Tolliver, John Bitzan, and Doug Benson, Railroad Operational Performance in the United States, 49

JOURNAL OF THE TRANSPORTATION RESEARCH FORUM 87, 92 (Fall 2010) (As rail networks become more dense,
including through “the sale of branch lines to local and regional railroads,” traffic is “concentrated on fewer
lines” and Class | railroads are “relieved of the time-intensive tasks of picking up and delivering freight on low-
density lines.”); Carl D. Martland, Productivity Improvements in the U.S. Rail Freight Industry, 1980-2010, 51
JOURNAL OF THE TRANSPORTATION RESEARCH FORUM, 83, 99-100 (Fall 2012) (stating that ties will deteriorate
regardless of use, thus necessitating tie maintenance).

* Carl D. Martland, Productivity Improvements in the U.S. Rail Freight Industry, 1980-2010, 51 JOURNAL OF THE
TRANSPORTATION RESEARCH FORUM, 83, 100 (Fall 2012).

® See, e.g., H.R. Conf. Rep. 104-422 (1995) at p. 179-180 (ICCTA should “avoid imposing additional and
sometimes potentially fatal costs on start-up operations of smaller railroads who often can keep rail lines in
service, even if not viable as part of a larger carrier’s system.”).
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shippers and decrease the cost of its provision.” Class Exemption for Acquisition or Operation
of Rail Lines by Class Il Rail Carriers under 49 U.S.C. 10902, 1 STB 95, 103 (1996). See also
Class Exemption for the Acquisition and Operation of Rail Lines under 49 U.S.C. 10901, 1
ICC2d 810, 813 (1985) (“shortlines frequently are able to reduce operating costs”).

The sale or lease of light-density rail lines by Class | railroads continues to this day,
indicating that the rail industry believes further efficiencies can be obtained by more such *“spin-
offs.” The Board has recognized that the rail industry “continues to shed...excess or inefficient
infrastructure.” Major Issues, slip op. at 40. Indeed, recent filings by railroad organizations
expressed concern about possible Board action that would allegedly have a “chilling effect” on
future light-density line sales or leases by Class | railroads. Many such statements were made in
the recent proceeding of STB Ex Parte No. 714, Information Required in Notices and Petitions
Containing Interchange Commitments.

The reason Class | railroads are concerned about a “chilling effect” is they know that
efficiency can be improved with the proper rail line spin-offs. See, e.g., Denver Tolliver, John

Bitzan, and Doug Benson, Railroad Operational Performance in the United States, 49 JOURNAL

OF THE TRANSPORTATION RESEARCH ForRumM 87, 92 (Fall 2010) (“the elimination of less
productive route miles has improved the efficiency of train operations”). This is exactly the
strategy exemplified by the TPIRR, albeit on a much more comprehensive scale.

CSXT itself continues to shed light-density and other rail lines. Data submitted to the

Board in the CSXT R-1 reports reveals that CSXT’s “miles of road” have declined from 22,841

®  See, e.g., Opening Comments of AAR, at p. 2-3 and 8-10 (filed Dec. 18, 2012) (expressing concern about the

“potential chilling effect” on the “transfer of marginal rail lines from large railroads to smaller railroads™);
Opening Comments of ASLRRA, at p. 5 (filed Dec. 18, 2012) (“the Proposed Rules would also create a huge
disincentive for Class I railroads to consider spinning off segments in the future that would make more sense
economically to be operated and/or owned by a short line”). See also Petition for Clarification of ASLRRA
(filed Sept. 23, 2013) (expressing concern that new Board regulation is “likely to have a chilling effect on the
willingness of incumbent carriers to spin off redundant or low density lines” to shortline railroads).
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in 2003 to 20,814 in 2013 — a drop of 8.9% in a decade. While some of this decline may be due
to abandonments, recent public filings at the Board reveal that CSXT also continues to transfer
lines to short-line railroads. See, e.g., Georgia Southwestern Railroad, Inc. — Acquisition
Exemption — CSX Transportation, Inc., STB Docket No. 35176 (served Sept. 26, 2008);
Pennsylvania Northeastern Railroad, LLC — Acquisition and Operation Exemption — CSX
Transportation, Inc., STB Docket No. 35535 (served July 22, 2011); Finger Lakes Railway
Corp. — Acquisition and Operation Exemption — CSX Transportation, Inc., STB Docket No.
35545 (served Oct. 7, 2011); Pennsylvania & Southern Railway, LLC — Acquisition, Lease and
Operation Exemption — CSX Transportation, Inc., STB Docket No. 35572 (served Dec. 20,
2011). A few years ago, the appropriateness of several of these CSXT rail line spin-offs was
challenged. CSXT explained that it has an “ongoing network rationalization program,” which
aims to “focus its capital and other resources on rail lines that contribute in a meaningful way to
its return on investment.”’

CSXT even has a “Network Rationalization” department.® The purpose of this
department, apparently, is to handle inquiries from parties that may be “interested in leasing or
purchasing a line of railroad” from CSXT.?

CSXT also recently sold significant real estate and track assets to two state departments
of transportation. In Massachusetts, CSXT sold physical assets to the Massachusetts Department
of Transportation, retained a freight rail easement, but sold a portion of the freight rail easement

to a Class Il railroad in a related transaction. Massachusetts Coastal Railroad — Acquisition —

CSX Transportation, Inc., STB Docket No. 35314 (served Mar. 29, 2010); Massachusetts

" Response of CSXT to UTU Supplemental Petition to Revoke, at p. 4 and 12 in The Columbus & Ohio River Rail
Road Company — Acquisition and Operation Exemption — CSX Transportation, Inc., STB Docket No. 34540
(filed April 5, 2005).
. See Rebuttal workpaper “CSXT.network.rationalization.department.10.15.14.pdf”.

See id.
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Department of Transportation — Acquisition Exemption — Certain Assets of CSX Transportation,
Inc., STB Docket No. 35312 (served May 3, 2010). CSXT was relieved of maintenance and
dispatch obligations by virtue of these transactions.™

In Florida, CSXT recently sold real estate and track assets to the Florida Department of
Transportation (“FDOT”). Florida Department of Transportation — Acquisition Exemption —
Certain Assets of CSX Transportation, Inc., STB Docket No. 35110 (served Dec. 15, 2010). As
a result of that proceeding, CSXT retained the common carrier obligation to provide freight rail
service, but CSXT was relieved of maintenance and dispatch obligations, which were to be
provided by FDOT. CSXT would pay a fee to operate on the line. See FDOT Motion to
Dismiss, at p. 22-24 and at Exhibit 2 (filed April 3, 2009). CSXT recently stated that the
proceeds from the sale to FDOT will be invested “in additional freight rail capacity and
infrastructure within the state.”**

To some extent, the TPIRR designed by TPI merely represents a much more complete,
and accelerated version of, CSXT’s “ongoing network rationalization”. The TPIRR represents a
fuller implementation of steps that CSXT itself recognizes as beneficial, appropriate, and good
for the bottom line. By omitting many light-density and/or branch lines from the TPIRR, TPI
has “focused [the TPIRR’s] capital and...resources on rail lines that contribute in a meaningful

way to its return on investment.”*?

By omitting the marginal lines, the efficiency and
profitability of the remaining rail operations are much greater because they are not diluted by the
marginally-performing rail lines. TPI has aggressively taken the steps necessary to produce the

most efficient SARR possible.

10" See Brotherhood of Railroad Signalmen v. STB, Case No. 10-1138, 638 F.3d 807, 810 (D.C.Cir., March 29,
2011).

11 CSXT Annual Report 2012 at p. 25.

12" Response of CSXT, at p. 12 in STB Docket No. 34540 (filed April 5, 2005)
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III. STAND-ALONE COST

A. STAND-ALONE TRAFFIC
AND REVENUES

The TPIRR traffic group includes a broad range of commodities moving in manifest
(mixed general freight), intermodal, unit and local trains. The selected traffic includes local,
interline, and cross-over movements. In its Opening Evidence, TPI described the procedures it
followed to identify and model the handling of this traffic under the hypothetical, optimally
efficient presumptions inherent in the Coal Rate Guidelines. In Reply, CSXT attacks much of
TPI’s evidence including its use of internal re-routes, cross-over traffic and CSXT’s own
forecasts.

This Rebuttal evidence summarizes the dollar value impact of the differences between the
parties’ approaches, briefly discusses the approach each party used, and identifies the best
evidence of record which is summarized in this Rebuttal. This narrative also identifies where
CSXT’s Reply evidence includes misstatements and attempts to limit properly included traffic
and revenue.

This part of TPI’s Rebuttal evidence addresses the differences between traffic and
revenues included in TPI’s Opening evidence and in CSXT’s Reply evidence as forecasted over
the ten (10) year discounted cash flow (“DCF”) model life. The remainder of this Part III-A
addresses these differences under the following topical headings:

1. Stand-Alone Volumes (Historical and Projected)
2. Stand-Alone Revenues (Historical and Projected)

1. Stand-Alone Volumes
(Historical and Projected)

In its Opening evidence, TPI selected the TPIRR traffic group as a subset of the actual

CSXT traffic that was shipped over the selected rail lines of the hypothetical TPIRR. The
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TPIRR traffic group was made up of a broad range of commodities (i.e., general freight, coal and
intermodal) that traversed the hypothetical rail lines of the TPIRR for each year in the ten-year
DCF. The TPIRR traffic was selected from electronic traffic data provided by CSXT in
discovery. The TPIRR traffic volume was developed using actual CSXT car and container
waybill data and CSXT car and train event data for the third quarter 2010 (“3Q10”) through the
second quarter 2013 (“2Q13”). This period is referred to as the historical period and the TPIRR
volumes in the historical period are referred to as the historical volumes.

The TPIRR traffic volume was developed for the third quarter 2013 (“3Q13”) through the
second quarter 2020 (“2Q20) using various forecasts of traffic volume change applied to
historical volumes pursuant to the existing methodology accepted by the Board in recent stand-
alone cost decisions. This period is referred to as the forecast period and the TPIRR traffic
volumes for the forecast period are referred to as the projected volumes. The projected volumes
are created based upon two unique forecast periods: (1) the period covered by CSXT’s own
internal forecast of traffic volumes produced in discovery (2014 through 2017); and (2) the
period from the end of CSXT’s internal forecast until the end of the 10-year DCF model period
(2018 through 2Q20).

In Reply, CSXT criticized TPI’s calculation of both historical and projected traffic
volumes for the TPIRR traffic group. CSXT made specific adjustments to the TPIRR traffic
group to incorporate various changes based on these criticisms. In addition, CSXT generally
criticized TPI’s use of internally re-routed traffic across the hypothetical TPIRR system but did
not make any adjustments to the TPIRR traffic group as a result of this criticism.

Rebuttal Table III-A-1 below, summarizes the differences in TPIRR traffic volume by

year between TPI Opening evidence and CSXT Reply.
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Rebuttal Table III-A-1
Differences In TPIRR Tons and Shipments
Between TPI Opening and CSXT Reply
TPI Difference
Time Period Opening CSXT Reply Aggregate 1/ Percent 2/
(1 ) 3) C)) (5)
TPIRR Gross Tonnage
1. 2010 (Jul-Dec) 233,636,034 218,976,193 (14,659,841) -6.3%
2. 2011 465,801,488 441,809,924 (23,991,564) -5.2%
3. 2012 434,081,339 429,811,027 (4,270,312) -1.0%
4. 2013 452,416,378 435,056,984 (17,359,394) -3.8%
5. 2014 461,567,023 448,027,571 (13,539,452) -2.9%
6. 2015 480,221,980 459,560,793 (20,661,187) -4.3%
7. 2016 499,154,490 476,941,824 (22,212,666) -4.5%
8. 2017 508,030,595 486,079,019 (21,951,576) -4.3%
9. 2018 524,723,188 497,878,857 (26,844,331) -5.1%
10. 2019 542,872,234 504,939,290 (37,932,944) -7.0%
11. 2020 (Jan-Jul) 281,271,091 256,250,447 (25.020.644) -8.9%
12, Total 4,883,775,840 4,655,331,928 (228,443,912) -4.7%
TPIRR Shipments
13. 2010 (Jul-Dec) 2,856,435 2,730,905 (125,530) -4.4%
14. 2011 5,683,950 5,473,166 (210,784) -3.7%
15. 2012 5,560,817 5,493,731 (67,086) -1.2%
16. 2013 5,705,115 5,543,757 (161,358) -2.8%
17. 2014 5,890,813 5,753,402 (137,411) -2.3%
18. 2015 6,191,431 5,998,145 (193,286) -3.1%
19. 2016 6,533,630 6,326,064 (207,566) -3.2%
20. 2017 6,716,804 6,509,319 (207,485) -3.1%
21. 2018 7,014,628 6,658,184 (356,444) -5.1%
22. 2019 7,333,196 6,767,819 (565,377) -1.7%
23. 2020 (Jan-Jul) 3.837.219 3.447.083 (390.136) -10.2%
24, Total 63,324,038 60,701,574 (2,622,464) -4.1%
Source: TPI Opening workpaper "Revenue Summary (Final).x1sx" and CSXT Reply workpaper
"Revenue Summary (Final) Reply.x1sx".
1/ Column (3) — Column (2).
2/ Column (4) + Column (2).

As shown in Rebuttal Table III-A-1 above, the TPIRR volumes included in CSXT’s
Reply represent approximately 4.7 percent fewer gross tons and approximately 4.1 percent fewer

shipments, on average, than TPI Opening volumes.

III-A-3



PUBLIC

TPI addresses each of the specific adjustments identified in CSXT’s Reply evidence that
cause the differences noted above in the following sections of this Rebuttal evidence.

a. Historical Volumes

In Opening, TPI selected historical volumes from actual CSXT traffic data for the
historical period from July 1, 2010 through June 30, 2013. In Reply, CSXT criticized TPI’s
methodology for identifying CSXT traffic to include in the TPIRR traffic group in the historical
period. Specifically, in Reply, CSXT excluded traffic from the TPIRR traffic group because
CSXT claimed: (1) TPI over-included traffic in the TPIRR traffic group for the 2010, 2011 and
1Q13-2Q13 time periods;' (2) TPI incorrectly included traffic in the TPIRR traffic group that
does not traverse the TPIRR lines;* and (3) TPI improperly included certain high-priority
intermodal traffic.’ In Rebuttal, TPI accepts all of CSXT’s changes identified above except
those related to the claim that TPI improperly included certain high-priority intermodal traffic.
TPI’s reason for rejecting CSXT’s exclusion of certain high-priority, cross-over intermodal
traffic is discussed below.

In Opening, TPI included coal, general freight and intermodal traffic in the TPIRR traffic
group that was, in certain instances, handled by the residual incumbent as a bridge carrier. In
Reply, CSXT claims that “[r]ather than provide continuous service over the SARR, these
movements ‘leapfrog’ between the TPIRR and the residual CSXT, jumping over any segment
that TPI decided not to build or operate.”* CSXT further claims that “[t]his type of SARR
operation is particularly troublesome for high priority shipments that require expedited service”

because the hypothetical operations “add unnecessary interchanges between the SARR and

See, CSXT Reply, pp. III-A-2-6.
1d. pp. 11I-A-7-8.

Id. pp. ITI-A-8-10.

Id. pp. 1II-A-8-9.

AW N =
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residual CSXT, which add time to these time-sensitive moves.”® CSXT concludes that
additional interchanges lead to increased transit times and increased transit times would cause
the TPIRR to lose the business. Moreover, CSXT inflates the interchange times between the
TPIRR and residual CSXT by insisting that the residual CSXT will not agree to a distributed
power configuration for these trains thereby requiring additional time at interchanges to
reconfigure the locomotives.® Based on this logic, CSXT excluded intermodal traffic for two (2)
specific customers from the TPIRR traffic group.’

CSXT’s reason for excluding this high-priority cross-over intermodal traffic fails for the

following reasons:

e CSXT’s claim is unsupported by any empirical data or analysis to show that the
TPIRR service received by these customers would be worse than the actual service
provided by the CSXT;

e (CSXT fails to consider that the proper comparison of service levels for any shipment
is the total time for the movement of a shipment from origin to destination;

s

e This high-priority traffic already must stop along the route of movement to refuel, to
get inspected, to switch out cars, and for other operating considerations. These
services could be coordinated to occur at the hypothetical interchanges with the
TPIRR without the loss of additional time;

> Id. p. III-A-10.

S Id. pp. III-A-9-10.

CSXT claims that it excluded intermodal traffic to “two customers, UPS on the route to/from New York and
Threads Express to/from Charlotte”. (See, CSXT Reply, p. [II-A-9). CSXT’s workpapers, however, show that
CSXT also excluded cross-over intermodal traffic for United Parcel Service (“UPS”), Seaboard Marine LTD,
and Crowley Liner Services from the TPIRR traffic group. The intermodal traffic excluded by CSXT is minimal
and amounts to approximately 34,000 units out of a total of 2,460,000 total intermodal units in 2012 (or 1% of
intermodal traffic).

CSXT contract AGRT 2020 governs shipments to UPS and CSXT contract CSXT 3651 governs shipments for
Crowley Liner Services, Inc. and Crowley Logistics, Inc. TPI could not locate in the supporting information
provided by CSXT a contract that covered shipments to Seaboard Marine LTD in discovery.
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CSXT’s refusal to accept distributed power locomotive configurations for the residual
CSXT is an opportunistic tactic designed solely to affect the transit times for these
cross-over trains. Given this new disclosure by CSXT on Reply, TPI has accepted
CSXT’s insistence upon a front-end locomotive configuration in Rebuttal in order to
avoid the necessity of changing the configuration at interchanges;

CSXT identified specific premium merchandise trains that carried the high-priority
cross-over intermodal traffic it excluded from the TPIRR traffic group.” An
evaluation of the traffic on these premium trains showed that CSXT is not excluding
all of the traffic it moved on these trains but only a subset of the traffic for the
customers in question. As a result, CSXT is proposing that the TPIRR eliminate most
of the traffic that moves on a premium train but keep some “premium” traffic so that
the TPIRR must still operate the scheduled train, albeit without the same economies
of scope as the real-world CSXT;

TPI evaluated the specific peak period trains identified by CSXT in Reply that carried
the high-priority intermodal traffic it slated for exclusion and found that the
hypothetical TPIRR actually moves these particular trains 17 percent faster, on
average, over the TPIRR segments (including the additional time associated with
interchange) than CSXT historically moved these trains;'® and

CSXT actually has a history of failed service for the United Parcel Service. In 1999,
CSXT lost much of the UPS business, not by missing transit times by 1 or 2 hours,
but by completely failing to provide reliable service to the customer. !

In Rebuttal, TPI includes all of the high-priority cross-over intermodal traffic in the

TPIRR traffic group because TPIRR does provide reliable scheduled service that is equal to or

better than CSXT’s recent service levels.

b. Projected Volumes

In Reply, CSXT was critical of TPI’s methodology for forecasting TPIRR volume growth

over the forecast period covered by CSXT’s forecast. TPI’s Rebuttal responses to CSXT’s

criticisms for each unique forecast period are discussed below.

10
11

The high-priority trains identified by CSXT had train ID’s of {{| IGcINGG

}}. These are considered premium trains that are “curfew related trains

operated to protect service for customer commitments.” See, TPI Rebuttal workpaper “TRAIN DESIGNATION
SCHEME (CSX-TPI-C-28892 to 28893)”.

See, TPI Rebuttal workpaper “TPIRR INTERMODAL TRANSIT TIME ANALYSIS.xlsx”.

See, the August 27, 1999 article in the Florida Times-Union titled “UPS Lightens CSX’s Load” noted that
CSXT’s service was so bad that UPS was forced to “divert 50 percent of its rail business to trucks because of
deteriorating service.”
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i. Period Covered by CSXT
Forecast (2014-2017)

In Opening, TPI utilized the CSXT internal forecast that was provided in discovery to
project coal, merchandise and intermodal volumes over the 2014 through 2017 period. For
merchandise and intermodal traffic, TPI utilized the CSXT internal forecast and aggregated the
CSXT forecasted carload and container shipments by 2-digit STCC and CSXT commodity group
to develop year-over-year volume change indices. For coal traffic, TPI further refined its
approach to disaggregate the coal volume growth based on CSXT origin coal-producing regions.
TPI applied these indices to the actual TPIRR 2013 traffic volumes to develop forecasted TPIRR
volumes for the 2014-2017 time period.

In Reply, CSXT accepted TPI’s general use of the CSXT internal forecast to develop
growth rates for coal, merchandise and intermodal volumes over the 2014-2017 period. CSXT
did not accept TPI’s specific methodology to develop growth rates for all traffic. Specifically,
CSXT accepted TPI’s specific methodology to develop growth rates based on the CSXT internal
forecast for merchandise and intermodal traffic but rejected and modified TPI’s specific
methodology to develop growth rates based on the CSXT internal forecast for coal traffic.

CSXT claimed that “because the TPIRR only handles 61% of CSXT’s coal shipments, an
accurate application of the CSXT coal forecast requires a more refined approach.”'? According
to CSXT, a “refined” approach is required because TPI’s use of aggregated forecasts for each
Origin Region assumes “the same volume growth of shipments to all destinations from a given
region”."> According to CSXT, this results in a shift in “traffic from shipments that do not move

over the SARR (i.e., traffic not selected for the SARR traffic group) to those that do, thereby

12 See, CSXT Reply, p. III-A-10.
B Id pp. M-A-10-11.
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substantially overstating future coal shipment volumes on the TPIRR.”"* As an example, CSXT
notes that “CSXT’s export shipments from CAPP mine origins to Newport News, VA comprise
39% of the total CAPP coal traffic in the CSXT forecast, yet only 1% of those movements travel
on the TPIRR.”!® To correct for this issue, CSXT concluded that TPIRR coal volumes must be
projected using its internal forecast aggregated at the Origin Region-Destination level.

As a result of CSXT’s decision to utilize a forecast aggregated at the Origin Region-
Destination level, CSXT had to incorporate a number of adjustments to the forecast model.
Specifically, CSXT:

1. Added new coal movements to the TPIRR traffic group'®;

2. Removed coal volumes to account for partial plant closures that CSXT apparently did
not consider when the CSXT forecast was developed;

3. “Corrected” its own forecast to include other traffic in the coal forecast;
4. Aggregated various coal destinations into a single destination; and

5. Terminated the accepted process of allocating overflow tons from capped plants to
other coal burning plants in the TPIRR network during the 2014-2017 time period."”

In Rebuttal, TPI adjusts the coal volume forecast model in response to CSXT’s criticism
that the coal forecast index was based on traffic that is not included in the TPIRR traffic group,
but rejects CSXT’s position that its internal forecast must be aggregated at the Origin Region-
Destination level to mitigate this issue. Specifically, TPI’s Rebuttal coal volume forecast model

adjusts CSXT’s coal volume forecast developed for CAPP origins based on CSXT’s internal

“ Id p. II-A-11.

" Ibid.

16 In Reply, CSXT added several new coal movements to the TPIRR traffic group. These new coal movements
were included in the CSXT internal forecast but were not included in the historical period (See, CSXT Reply, p.
III-A-12). TPI accepts CSXT’s addition of these new movements in its Rebuttal TPIRR traffic group.

CSXT acknowledges that the Board, in its recent decision in DuPont, accepted the process of re-allocating
overflow tons from capped plants (where the coal tons are forecasted to exceed the 85% cap at a particular power
plant) to other plants in the traffic group. CSXT claims in Reply that its proposed methodology of forecasting
coal volumes from 2014-2017 by using growth rates based on the aggregation of the CSXT internal forecast on a
Origin Region — Destination basis “eliminates any perceived justification for allocating coal tonnage in excess of
a plant’s capacity to other locations.” (See, CSXT Reply, pp. III-A-14-15).
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forecast to exclude volumes that terminate at Newport News, VA.'"® This adjustment reduces

TPIRR Opening coal revenues by $40 million per year, on average, over the 2014-2020 time

period or 1.8 percent of total TPIRR coal revenues. TPI’s approach is superior because:

1.

It is supported by recent Board decisions in DuPont and SunBelt that utilized growth
indices based on the aggregation of the railroad internal forecast on a commodity
basis;

It utilizes a consistent methodology for merchandise, intermodal and coal traffic
handled by the TPIRR;

It addresses CSXT’s primary criticism that the coal volume growth index used in
TPI’s Opening evidence is based on significant forecasted growth of coal that is not
included in the TPIRR traffic group; and

CSXT has not claimed that its internal forecast is outdated, inaccurate and unreliable
due to significant, unforeseen developments and coal market changes." This is
important because, in DuPont, the parties agreed that the railroad’s internal forecast
was flawed. The Board used this fact to dismiss the railroad’s internal forecast for
coal volumes and to utilize the Energy Information Administration’s (“EIA”) Annual
Energy Outlook (“AEQ”) forecast instead.

When incorporating the Origin Region-Destination growth rates, CSXT selectively

updated the internal coal forecast produced in discovery. CSXT did not update its entire internal

forecast to accommodate its proposed Origin Region-Destination coal forecast approach. Such

selective updating of forecasts for a single commodity with information that is not available to

TPI is prone to gaming and contrary to STB precedent.”® Neither TPI nor the Board is in a

position to identify aberrations between the CSXT internal forecast and actual CSXT market

changes since the forecast was originally developed.

19

20

In Rebuttal, TPI has excluded CAPP coal volumes destined for Dominion Terminal and Pier X from the
calculation of the coal compound annual growth rate (“CAGR”) for CAPP origin coal. These are the volumes
identified in the CSXT Reply workpapers that are not included in the TPIRR traffic group.

In DuPont, the railroad argued that “significant, unforeseen developments and coal market changes that occurred
after 2010 have rendered its 2010 forecast outdated, inaccurate and unreliable”. This argument was accepted by
the complainant and relied upon by the Board as the basis for rejecting the use of the railroad’s internal forecast
for coal volumes and, ultimately, accepting the use of an EIA forecast. See, DuPont at 254-255.

See, FMC at 729 and WFA/Basin July 2009 at 8, fn. 8.
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For example, neither TPI nor the Board is in a position to determine whether the volumes

included in the February 2013 CSXT internal forecast reflect the following changes:

1.

10.

11.

12.

Phosphate and fertilizer volume increases based on the reopening of a mine that
led to more short haul phosphate rock shipments to fertilizer production
facilities;!

Chemical volume growth driven by an increase in energy-related markets;*

The rise in crude oil shipments due to increased supply of low-cost crude from
shale drilling activity;>

Automotive vehicle shipment increases due to the restart of a production
facility;**

Mineral volume growth as a more severe winter resulted in increased application
of salt to roads;25

Aggregate volume increases from the continued recovery in construction
activity;°

Waste and equipment volume increases due to continued clean-up efforts from
Super Storm Sandy;?’

Fertilizer volume growth due to increased application by farms to improve crop
yields in the face of low crop inventories and strong crop prices;

Forest products volume growth led by an increase in building product shipments
due to the continued recovery of the residential housing market;*

Waste shipment growth due to the continued recovery in construction activity and
environmental remediation projects;”’

Domestic coal volume increases due to higher coal generation as natural gas
prices increased;’!

Wheat volume increases due to customer expansion;>

21
2
23
24
25
26
27
28
29
30
31

See, CSX Quarterly Financial Report, First Quarter 2013 at page 7.

1bid.
1bid.
Ibid.
Ibid.
Ibid.
1bid.

See, CSX Quarterly Financial Report, Second Quarter 2013 at page 8.

Ibid.
Ibid.
1bid.
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13. Scrap and aluminum volume increases due to an increase in domestic steel
production and modal conversions;™’

14. Pulp board volume increases due to inventory replenishments that resulted from
earlier production outages;**

15. Grain and corn volume increases due to a strong corn and soybean crop when
compared to the prior year crop;> and

16. Semi-finished steel volume increases due to more shipments of slab that were
temporarily sourced from another location due to a customer mill outage.*

If the CSXT internal forecast is revised for any individual change identified by CSXT in Reply,
it should be revised to reflect all of the unanticipated volume changes experienced by CSXT
since the forecast was first developed.

ii. Years Beyond CSXT Forecast
(2018-2020)

In Opening, for the outer years beyond the CSXT forecast period 2018-2020, TPI utilized
a compound annual growth rate (“CAGR”) based on the CSXT internal forecast of coal,
merchandise and intermodal volumes.

In Reply, CSXT rejected the use of a CAGR, claiming that “CAGR’s are an imperfect
method for forecasting future growth, and would produce gross distortions in certain conditions
and circumstances.””’ CSXT contends that there are two primary problems with the CAGR
approach: (1) the impact of one-time events, which CSXT illustrates based on the application of
a CAGR to future volumes of STCC 10 commodities (Metallic Ores); and (2) the impact of
relatively small initial volumes, which CSXT illustrates based on the application of a CAGR to

future volumes of STCC 13 commodities (Crude, Petroleum, Natural Gas or Gasoline). CSXT

32 See, CSX Quarterly Financial Report, Third Quarter 2013 at page 8

3 Ibid
* Ibid.
3% See, CSX Quarterly Financial Report, Fourth Quarter 2013 at page 9.
36 g7;
Ibid.
3 See, CSXT Reply, p. III-A-19.
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utilized EIA AEO forecasts to forecast coal, merchandise and intermodal volumes for the years

2018-2020.

In Rebuttal, TPI continues to utilize a CAGR developed from CSXT’s internal forecast to

forecast growth in coal, merchandise and intermodal traffic volumes for the period from 2018-

2020 for the following reasons:

TPI supported its use of a CAGR in Opening based on the fact that it has been
accepted previously by the Board in SAC proceedings. Since TPI’s February
2014 Opening evidence, the Board has issued decisions in DuPont and SunBelt
that support the use of CAGR,;

Although CSXT attempts to discredit the application of the CAGR by
highlighting two general issues: (1) the CAGR growth rate for STCC 10;*® and (2)
the CAGR growth rate for STCC 13, both of these issues have a negligible
impact on the resulting 2018-2020 volumes, i.e., they affect less than 0.5% of
total TPIRR general freight volumes combined. Also, CSXT incorrectly
calculates a 10-year CAGR to develop the 221% increase in STCC 13. The
TPIRR CAGR for STCC 13 is just 19% and accurately reflects the growth of
crude oil originating in North Dakota;*

CSXT’s attempt to discredit the CAGR can also impact the CAGR in the opposite
way (i.e., a CAGR could understate volume growth). For example, a one-time
event that reduces volumes will have a negative impact on the CAGR growth rate.
Also, a situation where the initial period volumes are high could also have a
negative impact on the CAGR growth rate. The benefit of a CAGR based on all
of the CSXT traffic is that the highs and the lows, the distortions, and the
exceptions will all be factored into the average CAGR;

3 CSXT claims that the CAGR for STCC 10 is skewed by a “one-time, one-destination anomaly” which is a 50%
increase in AK Steel shipments related to a new iron ore plant that is scheduled to open in 2015. See, CSXT
Reply, p. III-A-17. CSXT claims that this event results in a CAGR of 11% per year for an industry that
otherwise experiences no growth.

39

CSXT claims that the CAGR for STCC 13 is skewed because “volumes in the initial year are relatively small.”

See, CSXT Reply, p. III-A-17. Rather than calculating the CAGR based on the 2013-2017 time period of the
CSXT internal forecast, CSXT calculates the CAGR based on the 2010-2017 time period. CSXT then claims
that crude oil originating in North Dakota has grown significantly from extremely low volumes in 2010 and that
this substantial growth generates a 2010-2017 GAGR 0f 221%. CSXT states that this growth rate would create
illogical results for the 2017-2020 time period. See, CSXT Reply, p. III-A-18.

40 See, TPI Opening workpaper “Non-Coal Volume Forecast Matrix.xIsx”.
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e CSXT’s claims that the CAGR should utilize additional years of historical data
ignores Board precedent that the CAGR should be based on historical data for the
DCEF period at issue in the proceeding;*!

e CSXT’s use of EIA AEO data to forecast non-coal traffic is unprecedented and
inaccurate. CSXT uses the annual rate of change in an EIA AEO forecast of
Industrial Sector Macroeconomic Indicators for the non-manufacturing sector and
the manufacturing sector to create growth rates for all 2-digit STCC non-coal
shipments, except transportation equipment (STCC 37), which is based on the
EIA AEO forecast of Light-Duty Vehicle Sales By Technology Type. Because
neither of these EIA AEO forecasts are presented at a 2-digit STCC level, CSXT
attempted to create a link between the forecast categories included in the EIA
AEO forecasts and the 2-digit STCC for CSXT traffic. CSXT had to create a link
based on a tenuous linkage between 3-digit NAICS codes*” to 2-digit STCC
codes.”® Also, the EIA AEO industrial forecast does not measure either generic
growth in rail volumes or the specific growth in CSXT rail volumes. The use of a
macroeconomic forecast of generic industrial growth (based on a tenuous linkage)
should not be utilized when a CSXT-specific rail transportation growth by 2-digit
commodity is available; and

e A CAGR based on actual data and the railroad’s own internal forecast is the best
metric to forecast the TPIRR traffic in the 2018-2020 time period and is the
forecast used by TPI in Rebuttal.

Rebuttal Table II-A-2 below, summarizes the differences in TPIRR traffic volumes by

year between CSXT Reply and TPI Rebuttal.

41

42

43

See, DuPont supporting DuPont’s use of a CAGR based on the 2009-2015 time period to forecast growth in non-
coal traffic by stating that “the benefit of the DuPont CAGR’s six-year time span — a combination of actual and
forecasted data — is to mitigate the likelihood that a single, extraordinary year may skew the result.” (DuPont at
261). Also see the Board’s decision in SunBelt accepting the combination of actual and forecasted data for the
DCF model period. (SunBelt at 173).

NAICS (North American Industry Classification System) is a coding system developed jointly by the United
States, Canada, and Mexico to classify businesses and industries according to the type of economic activity in
which they are engaged.

STCC (Standard Transportation Commodity Codes) classification system was developed in the 1960's as a
unique, comprehensive commodity system based on the Standard Industrial Classification (SIC) System. The
STCC is maintained and published by the Association of American Railroads (AAR), and has been modified
over the years to meet the needs of its user base; most notably, but not exclusively, the North American Freight
Railroads.
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Rebuttal Table III-A-2
Differences In TPIRR Tons and Shipments
Between CSXT Reply and TPI Rebuttal
TPI Difference
Time Period CSXT Reply Rebuttal Aggregate 1/ Percent 2/
(D ) (3) C)) )
TPIRR Gross Tonnage
1. 2010 (Jul-Dec) 218,976,193 219,440,508 464,315 0.2%
2. 2011 441,809,924 442,813,189 1,003,265 0.2%
3. 2012 429,811,027 429,811,027 0 0.0%
4. 2013 435,056,984 435,981,983 924,999 0.2%
5. 2014 448,027,571 447,002,083 (1,025,488) -0.2%
6. 2015 459,560,793 465,400,154 5,839,361 1.3%
7. 2016 476,941,824 484,606,303 7,664,479 1.6%
8. 2017 486,079,019 495,152,495 9,073,476 1.9%
9. 2018 497,878,857 511,556,163 13,677,306 2.7%
10. 2019 504,939,290 528,942,958 24,003,668 4.8%
11. 2020 (Jan-Jul) 256,250,447 273.850,719 17,600,272 6.9%
12. Total 4,655,331,928 4,734,557,583 79,225,654 1.7%
TPIRR Shipments
13. 2010 (Jul-Dec) 2,730,905 2,747,474 16,569 0.6%
14. 2011 5,473,166 5,508,136 34,970 0.6%
15. 2012 5,493,731 5,528,338 34,607 0.6%
16. 2013 5,543,757 5,581,322 37,565 0.7%
17 2014 5,753,402 5,780,664 27,262 0.5%
18. 2015 5,998,145 6,079,276 81,131 1.4%
19. 2016 6,326,064 6,423,446 97,382 1.5%
20. 2017 6,509,319 6,618,926 109,607 1.7%
219. 2018 6,658,184 6,914,557 256,373 3.9%
22. 2019 6,767,819 7,227,478 459,659 6.8%
23. 2020 (Jan-Jul) 3,447,083 3,780,983 333,900 9.7%
24. Total 60,701,574 62,190,600 1,489,025 2.5%
Source: CSXT Reply workpaper "Revenue Summary (Final) Reply.xlsx" and TPI Rebuttal workpaper
"Revenue Summary (Final) Reply REB2.xlsx".
1/ Column (3) — Column (2).
2/ Column (4) + Column (2).

As shown in Rebuttal Table III-A-2 above, the TPIRR Rebuttal volumes represent

approximately 1.7 percent more gross tons and approximately 2.5 percent more shipments, on

average, than CSXT Reply volumes.
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c. Other

CSXT also complained about two (2) theoretical issues related to the TPIRR traffic group
volumes that did not result in any CSXT adjustments to TPIRR traffic volumes. Specifically,
CSXT complained about: (1) TPI’s utilization of large volumes of internally re-routed traffic;
and (2) TPI’s inclusion of large volumes of internal cross-over movements.

i. Re-Routed Traffic

CSXT claims that TPI failed “to adequately disclose and describe its large-scale internal
re-routes of TPIRR traffic” and “also failed [to Jmeet its burden of proof by demonstrating that
re-routed cross-over traffic would provide the same or better service than that provided by CSXT
over the actual route of movement, as required by the Board’s precedents.”** CSXT argues that
“the Board would be justified in disallowing that re-routed traffic and removing it from the SAC
analysis.”*

CSXT’s Reply argument about rerouted traffic is empty rhetoric. TPI’s Opening
narrative and workpapers fully disclosed the TPIRR’s use of internally rerouted traffic, including
rerouted issue and non-issue traffic. TPI also demonstrated that the TPIRR continued to provide
at least the same level of service, if not better service, during the TPIRR’s Peak Year as
compared against CSXT existing operations.

TPI clearly outlined the dimensions of the internally rerouted traffic included on the
TPIRR at Sections III-A-1-a and III-C-3-a, and in Exhibit III-C-I of its Opening evidence. TPI

explained in its Opening that rerouted traffic generally fell into two categories. First, as in prior

SAC cases, TPI rerouted entire trains over parallel or adjacent track in certain (generally urban)

* See, CSXT Reply, pp. III-A-1-2.
¥ Id pp. II-A-2.
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areas over very limited geographic scope.*® Second, TPI rerouted certain issue traffic
movements by rerouting specific cars from the real-world CSXT trains on which they move to
alternate TPIRR trains traversing alternative routes, including issue traffic moving through the
Florida Panhandle, from Ohio to West Virginia, and through Central Indiana.*’

In addition to describing the dimensions of the rerouted TPIRR traffic, TPI also clearly
explained how it accounted for revenue divisions between the TPIRR and CSXT on rerouted
traffic. TPI described in Part III-A-2-iv the special procedure required to calculate ATC
divisions for internally rerouted traffic. This included TPI identifying the portion of CSXT
revenue attributable to the actual route of movement for these shipments and assigning that
portion of total revenue to the TPIRR. TPI accomplished this by calculating ATC divisions
using CSXT car movement records, which show the actual route of movement for each car.*®
This meant that, where TPI rerouted traffic over a somewhat longer route, TPI continued to base
its TPIRR revenues on the shorter actual route of movement.

CSXT’s claim that TPI failed to disclose its internally rerouted traffic is further
contradicted by CSXT’s ability to easily identify the rerouted traffic in TPI’s ATC division
calculations. TPI identified the rerouted traffic as part of its ATC calculations, a process that
CSXT accepted in its Reply.* There is simply no basis to CSXT’s claim that TPI failed to
disclose the TPIRR rerouted traffic.

CSXT also asserts that TPI failed to demonstrate that it could still meet customer needs

when rerouting certain issue and non-issue traffic. This claim is also incorrect. TPI included in

" See, TPI Opening, at III-C-25.

7 Id. at TII-C-26.

® Id atI-A-37.

¥ CSXT accepted TPI’s approach of calculating on- and off-SARR miles for the calculation of ATC divisions by
identifying on- and off-SARR network links, and using certain coding and mileage metrics to identify rerouted
traffic. See, CSXT Reply, p. III-A-40 and CSXT Reply workpaper “TPIRR SARR Mileage Assignments.xlsx.”
As TPI explains below, CSXT did identify some network links that TPI misidentified as being on-SARR
segments, and accepted these changes in this Rebuttal.
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its Opening evidence an analysis that compared transit times for the TPIRR’s principle traffic

flows to comparable CSXT traffic.”

TPI demonstrated in its Opening evidence that TPIRR’s
2019 peak-week train transit times (and cycle times where available) for train movements over
the various TPIRR line segments are equivalent to or faster than the real-world CSXT transit
times for the comparable trains moved during the 2012 peak week.’! This is a higher standard
than that used by railroads in the real-world, and a standard that demonstrates that the TPIRR is
more than meeting the needs of its customers.*>

CSXT’s customer service comment is even more nonsensical when the length of many of
the reroutes is considered. Unlike prior cases where the rerouted SARR traffic added hundreds
of miles to the movements,” the vast majority of the non-issue traffic TPIRR reroutes are less
than 50 miles in length, with some as short as only a few tenths of a mile.>*

TPI updated its transit time comparison to reflect the changes it made to its Rebuttal RTC
modeling of the TPIRR in response to the few valid modeling criticisms leveled by CSXT in
Reply. As discussed more extensively in Rebuttal Part II[-C-14, even with the Rebuttal changes
to the TPIRR network and train operating practices, the TPIRR peak period transit times still

meet or exceed CSXT Base Year 2012 transit times.

ii. Internal Cross-over Traffic

CSXT “strongly objects to TPI’s heavy reliance on internal cross-over or ‘leapfrog’
traffic, and urges the Board to prohibit TPI and future complainants from using this distorting
tactic.””> CSXT makes several claims and then concludes that “the Board should also remove

from the SAC analysis all TPIRR movements containing internal cross-over segments and

30" See, TPI Opening workpaper “TPIRR Peak Week Transit Time Comparison.xlsx”.

gy - 4

2 See, PSColXcel I at 608 and TMPA at 594-595.

33 See, for example, TMPA at 596 where a reroute added 324.8 miles to a round-trip movement.

% See, CSXT Reply workpaper “TPIRR SARR Mileage Assignments.xlsx,” worksheet “ReroutedSegments.”
55 See, CSXT Reply, p. III-A-30.
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associated TPIRR revenues.”® TPI’s detailed Rebuttal to CSXT’s claims concerning the use of
cross-over traffic is included in Section III-C of this Rebuttal evidence. In Rebuttal, TPI does
not exclude any of this traffic from the TPIRR traffic group.

TPI’s SAC presentation does not violate any Board precedent, as internal cross-over, or
“leapfrog” movements, exist today in real world railroading and the residual CSXT is fairly
compensated for its overhead hook-and-haul trainload operations. Simply stated, there is no
problem with the inclusion of internal cross-over traffic in the TPIRR traffic group. In addition,
CSXT’s own Reply submission includes the very same “leapfrog” traffic it argues should be
excluded. TPI includes this traffic in Rebuttal for the following reasons.

First, internal cross-over traffic moves in the real world. Internal cross-over traffic
operations represent a rational and efficient approach to maximize the utilization of existing
infrastructure and are regularly used by Class I railroads in real world railroading today. A well-
known example is the movement of BNSF east-west traffic over the Montana Rail Link network,
which serves as a leapfrog bridge for that traffic. Another example is Pan Am Railways’ service
as a leapfrog carrier for CP shipments of Bakken crude oil originating in the Williston Basin.>’

Second, the TPIRR network is based on real-world operations and traffic flows. CSXT’s
claim that “[b]y assuming that the residual CSXT would move TPIRR traffic over significant
interior segments... TPI is able to avoid very significant costs of constructing and operating

lines...”"® is totally without merit.

% Id p.III-A-37. In the alternate, CSXT claims that should the Board not exclude this traffic and associated

revenue from the SAC analysis, the Board should consider two alternative options “to mitigate distortions caused
by TPI’s use of the leapfrog device.” (See, CSXT Reply, p. III-A-37). TPI addresses these two alternatives in the
Rebuttal section concerning stand-alone revenues.

5T See, Bakken Oil Business Journal, Nov/Dec 2012, Jan 2013, p. 36.

5% See, CSXT Reply, p. III-A-31.
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In developing its SAC evidence, the complainant must develop a methodology to ensure
the delivery of the issue traffic. While the Board has consistently stated that the transportation
method used to transport the issue traffic need not be another railroad,” for practical reasons
most complainants develop a SARR to transport the issue traffic. The complainant develops the
SARR network to ensure service to the issue traffic. It may then include other non-issue traffic
that shares those facilities, including cross-over traffic. The complainant is not required to
construct all facilities required to serve the non-issue traffic from end-to-end, but may use cross-
over traffic to limit the size and scope of the SARR’s operations. Board precedent lays the
responsibility for designing the SARR on the complainant. The defendant railroad is not entitled
to determine which segments should or should not be included in the SARR network.

CSXT’s statement that “use of this internal cross-over device would allow a complainant
to avoid any expensive segment or facility on its SARR network... by simply assuming the
residual incumbent would construct and operate that line...”* is misleading in that the residual
incumbent has already constructed and operates the non-SARR rail segments and facilities. The
residual incumbent would not need to “construct and operate” any new facility no matter how the
SARR is configured.

Also, the scenario that exists with the so-called “leapfrog” traffic is precisely the opposite
scenario about which the Board expressed concern first in AEPCO and later in Ex Parte 715.
There, the Board expressed concern that a SARR positioned as an internal “bridge” carrier to the
residual incumbent would be over-compensated by the ATC revenue division formula for the

efficient overhead hook-and-haul trainload operations it provided for the residual incumbent over

the costly high-density bridge segment.

9 See, e.g., WFA/Basin II at 14.
80 See, CSXT Reply, p. I1I-A-32.
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If the Board believed that the ATC formula overcompensated the SARR in AEPCO
because the SARR provided efficient hook-and-haul overhead trainload service over a high-cost,
high-density bridge segment, then it must reject CSXT’s assertion that the SARR in this case is
avoiding its cost burden because the residual CSXT provides efficient hook-and-haul overhead
trainload service over a high-cost, high-density bridge segment. The SARR in the AEPCO case
was not over-compensated for its role as a bridge carrier, and the residual CSXT segments are
not under-compensated for their identical role as a bridge carrier in this case. Both “bridge
carriers” are fairly compensated for their roles as a result of the ATC revenue division formula
based on the incumbent’s costs incurred over the segments in question.

Even if the Board were to agree with CSXT’s unsupportable claim that inclusion of
internal cross-over traffic is inappropriate, there are no grounds on which to simply remove the
traffic from the SARR traffic group. For the reasons described above, there is no problem with
including the traffic and the associated revenue divisions on that traffic based on the on-SARR
and off-SARR routing. However, assuming for the sake of argument that there was a problem
with the so-called “leapfrog” operations, at most, the subject traffic should be limited to a single
on-SARR segment. Because all of the “leapfrog” traffic could easily be converted to single-
SARR-segment cross-over traffic, there is no reason to eliminate the traffic entirely. For
example, CSXT operates many trains moving between Florida and the Northeastern states using
the old Seaboard Air Line routes through Jacksonville, FL, Savanah, GA and Columbia, SC. TPI
chose to treat traffic moving over this route as internal cross-over traffic between Jacksonville,
FL and Pembroke, NC, but could have easily rerouted this traffic to move over the TPIRR in-

single line SARR by rerouting the traffic first via Manchester and Atlanta, GA.
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2. Stand-Alone Revenues
(Historical and Projected)

In its Opening evidence, TPI developed total TPIRR revenue for each traffic type
included in the TPIRR traffic group (i.e., general freight, coal and intermodal) for each year in
the ten-year DCF model period using the electronic revenue data provided by CSXT in
discovery. The TPIRR revenue was developed using actual CSXT car and container waybill
data and CSXT car event data for the third quarter 2010 (“3Q10”) through the second quarter
2013 (“2Q13”). This period is referred to as the historical period and the TPIRR revenues for the
historical period are referred to as the historical revenues.

The TPIRR revenue was developed for the third quarter 2013 (“3Q13”) through the
second quarter 2020 (“2Q20”) using various economic forecasts applied to historical revenues
pursuant to the methodology accepted by the Board in recent stand-alone cost decisions. This
period is referred to as the forecast period and the TPIRR revenues for the forecast period are
referred to as the projected revenues.

In Reply, CSXT generally accepted TPI’s calculation of historical and projected TPIRR
revenues. CSXT made several adjustments to TPI’s calculations in the following general areas:
(1) rate escalation adjustments; (2) fuel surcharge adjustments; (3) adjustments for movements
with no shipment keys; and (4) adjustments to TPIRR cross-over traffic.

Rebuttal Table III-A-3 below, summarizes the differences in TPIRR revenue by year

between TPI Opening and CSXT Reply.

Rebuttal Table I11-A-3
Differences In TPIRR Revenue
Between TPI Opening and CSXT Reply — ($000)

TPIRR Revenue
TPI CSXT Difference

Time Period Opening Reply Aggregate 1/ Percent 2/
=] |
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©) @ 3 @) ®)
1 2010 (Jul-Dec) $3,152,088 $2,940,893 $(211,195) -6.7%
2 2011 6,831,542 6,476,194 (355,349) -5.2%
3 2012 6,850,694 6,722,619 (128,075) -1.9%
4. 2013 7,300,676 7,007,927 (292,749) -4.0%
5. 2014 7,670,634 7,456,190 (214,444) -2.8%
6 2015 8,138,932 7,839,678 (299,254) -3.7%
7 2016 8,719,659 8,360,217 (359,442) -4.1%
8. 2017 9,122,099 8,742,364 (379,735) -4.2%
9. 2018 9,721,148 9,206,953 (514,195) -5.3%
10. 2019 10,422,109 9,683,706 (738,404) -7.1%
11. 2020 (Jan-Jul) 5,587.198 5,083.641 (503,558) -9.0%
12. Total $83,516,780 $79,520,380 $(3,996,400) -4.8%
Source: TPI Opening workpaper "Revenue Summary (Final).xlsx" and CSXT Reply workpaper
"Revenue Summary (Final) Reply.xlsx".
1/ Column (3) — Column (2).
2/ Column (4) + Column (2).

As shown in Rebuttal Table III-A-3 above, the difference in TPIRR revenue included in
CSXT’s Reply is 4.8 percent less, on average, than TPI Opening amounts.

TPI addresses each of the specific adjustments identified in CSXT’s Reply in the
following sections of this Rebuttal evidence under either the historical or forecasted revenue
headings.

a. Historical Revenues

In Reply, CSXT generally accepted the TPIRR historical revenues developed by TPI. As
noted in the prior section of this Rebuttal, TPI accepted a number of CSXT changes to historical
TPIRR traffic volumes. These changes in historical TPIRR traffic volumes also impact historical
TPIRR revenues and are not included in the detailed discussion of historical revenues below.

CSXT included certain Reply criticisms of TPIRR revenues that affect both the historical
and projected TPIRR revenues. These issues include:

1. CSXT revenues without shipment keys;

2. CSXT elimination of high priority intermodal traffic over crossover segments;
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3. CSXT alternate revenue calculations for internal crossover traffic; and
4. CSXT adjustments to TPI’s ATC calculations.
TPIRR Rebuttal responses to these particular issues are included in below.

i. CSXT Revenues Without
Shipment Keys

In Opening, TPI evaluated a unique group of CSXT revenue waybill records that did not

contain a vital database field called a shipment key.®'

Without this shipment key, TPI was
unable to properly link the CSXT car or container revenue data with the CSXT car event data,
which means that TPI was unable to determine if the revenue was associated with rail cars that
traverse the TPIRR. In addition, these car or container waybill records were deficient in other
critical areas.®® In Opening, rather than exclude the approximately $660 million in CSXT
revenues associated with these records from the TPIRR historical revenue analysis, TPI
developed an approach to determine whether these car and container waybill records were
associated with the traffic that was already included in the TPIRR traffic group.

In Reply, CSXT admits that the data in question contains missing components on the
records when it states that “[t]he waybill data that CSXT produced in discovery is the same data
it uses in its normal course of business, and any missing data or anomalies in those records are
simply part of those data-sets.”® CSXT goes on to explain that these records are “a relatively
rare occurrence in the huge interconnected traffic and revenue data sets...produced in discovery
264

in this case” and, in any event, only “represent less than 2% of total CSXT waybill revenues.

Despite CSXT’s admission that its own waybill data in question here is problematic, CSXT

6! A shipment key is a 14-character code provided by CSXT that uniquely identifies each car movement in the car
event data. This key is essential for linking CSXT car waybill and CSXT container waybill data with the CSXT
car event data. Without this key, TPI is unable to directly link the CSXT revenue and the CSXT car event data
which means that TPI is unable to determine if the revenue is associated with cars that traverse the TPIRR.
Some of these records contained bad data for origin/destination fields, contract fields, and/or customer fields.

63 See, CSXT Reply, pp. I1I-A-27-28, (n. 37).

% Ibid.

62
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criticizes the approach used by TPI in Opening to include these revenue records in the TPIRR
historical revenues as “overly inclusive” because, “under TPI’s approach, only one field from
waybills needs to match a TPIRR movement for TPI to attribute all of the movement’s revenues
to the TPIRR."® In Reply, CSXT claims it utilizes a matching process similar to the one it used
to correct TPI’s SARR volume for the historical period to include revenues associated with these
records in the TPIRR traffic revenues.

In Rebuttal, TPI rejects CSXT’s Reply claims and makes no changes to the approach it
developed in Opening to include the revenue associated with some of these bad records in the
TPIRR traffic revenues. The time for CSXT to evaluate these records was when they were
produced to TPI in discovery, not after TPI has done its best to work within the limitations of
those records as produced by CSXT. CSXT’s failure to analyze and evaluate these bad records
before producing them should preclude it from suggesting an alternative to TPI’s methodology
now. CSXT was fully aware that there were issues with the waybill data it produced in
discovery and, despite TPI’s repeated requests for clarification and corrected data at that time,
CSXT declined to do 50.% CSXT’s “assistance” at this stage of the process is rejected by TPI
and should also be rejected by the Board. The Board should require CSXT to live with the
consequences of its decision almost four years ago to produce bad data in discovery and then to
resist providing corrected data in response to questions about the bad data by TPL

The Board also should reject CSXT’s attempt to link its proposal to include revenues
associated with waybill records without a shipment key with its proposal to revise the matching

process used to exclude SARR traffic in the historic period. CSXT’s linking of these two (2)

5 Id p. I11-A-28.

6 See, TPI Rebuttal workpaper “TPI Letter to CSXT 111910” (November 19, 2010 letter from J. Moreno to P.
Hemmersbaugh requesting an explanation concerning bad waybill data produced by CSXT) and TPI Rebuttal
workpaper “CSXT Letter to TPI 121010” (December 10, 2010 response where CSXT admits that there are
“revenue adjustment records that cannot be matched to specific shipments™).
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issues ignores a critical point. The matching process CSXT proposed on Reply (and TPI
accepted on Rebuttal) to exclude SARR traffic in 2010, 2011, and 2013 was based on a matching
approach of complete waybill records with shipment keys and good data in all other fields. To
compare that process with the process of matching bad revenue records here is ridiculous. CSXT
should be responsible for the position it took when producing bad waybill records to TPI at the
beginning of this proceeding.

ii. CSXT Elimination of High

Priority Intermodal Traffic
Over Crossover Segments

In Reply, CSXT adjusted the TPIRR traffic volumes to exclude certain high-priority
cross-over intermodal traffic. CSXT also “removes that traffic from the SAC analysis, for
purposes of TPIRR traffic volumes, revenues, operating plan, and operating expenses.”®’ In
Rebuttal, TPI continues to include this traffic in the TPIRR traffic group (along with the
associated revenues and operating expenses) based on the evidence presented previously in this
Rebuttal Part ITI-A.

iii. CSXT Alternate Revenue

Calculations for Internal
Crossover Traffic

In Opening, TPI calculated TPIRR revenues by allocating total CSXT revenues for each
movement in proportion to the average total cost of the movement on-SARR and off-SARR
using the procedures adopted by the Board in Ex Parte 715. In Reply, CSXT claims that,
because the TPIRR traffic group includes such a large volume of internal cross-over traffic, a

new ATC calculation is required for this internal cross-over traffic.*®

7" See, CSXT Reply, p. III-A-38.
8 See, CSXT Reply, p. I1I-A-39.
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CSXT offers two (2) options to modify the revenue allocation for internal cross-over
traffic: (1) Use ATC between (a) standard off-SARR segments beyond the geographic scope of
the SARR; and (b) the combined on-SARR and leapfrog segments. Then use replacement costs
for the SARR-avoided segment;® or (2) the Board could use a movement’s available
contribution above variable costs for the On-SARR segment with ATC-based revenue for the
leapfrog segments as a surrogate for the full economic cost of the leapfrog segment. CSXT
provided this alternative in its workpapers.”

CSXT’s proposed internal cross-over division methods are deeply flawed. CSXT states
that it included two (2) alternative cross-over traffic revenue allocation approaches to address the
alleged dichotomy of internal cross-over traffic.”' While couched in terms of economic necessity
and fundamentals, CSXT’s two (2) proposed revenue allocation alternatives are unnecessarily
complex and violate SAC and economic principles. The Board’s current ATC methodology
already provides the incumbent carrier sufficient revenues to operate its residual lines. Rather,
CSXT’s proposed internal cross-over revenue allocation approaches are nothing more than
punitive tools to use against the shipper, and must be disregarded.

Under the first proposed revenue allocation approach, CSXT states that the parties would
first allocate revenues between what CSXT calls “standard” off-SARR segments, e.g., segments
operated by the incumbent beyond the geographic scope of the SARR, and SARR segments and

internal cross-over segments using Alternative ATC. Next, the parties would allocate the

remaining SARR and internal cross-over revenues based on a nebulous replacement cost

6 17
Ibid.

" See, e.g., CSXT Reply workpaper “TPIRR Coal Revenue Forecast (Final) REPLY .xlsx,” worksheet “Coal
Revenue Forecast,” column GK.

™ See, CSXT Reply, p. III-A-39.
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standard and URCS variable costs.”” CSXT also states that, if a replacement cost standard is not
practical, a “less accurate” approach would use the average SARR investment per route mile to
develop the investment replacement costs.

The fundamental flaw with CSXT’s proposed approach is that it really is not attempting
to allocate revenues between the SARR and the incumbent carrier, but instead is attempting to
use a back-door method of calculating the SAC to build and operate the internal cross-over
segments. This is not a revenue allocation approach at all; rather, it is a way to expand the scope
of the SARR’s costs to include segments not necessary to the SARR’s operations. This fact is
abundantly obvious when CSXT’s “less accurate” approach of using the SARR system average
investment per route mile is used. CSXT is simply stating that the SARR will receive whatever
revenues are left after subtracting the replacement cost for the internal cross-over segment from
the already allocated ATC revenues. This is not revenue allocation, but simply an expansion of
the SARR’s SAC.

CSXT’s approach also violates one of the fundamental principles of SAC revenue
allocations. The STB repeatedly has stated that the purpose of the ATC division methodology is
to determine how much the incumbent carrier would allocate to different segments of the
incumbent’s network based on the inpumbent’s costs.” In simple terms, the cost to construct
and operate the SARR has absolutely no impact on the allocation of revenues between different
segments of the incumbent’s network. CSXT’s proposed approach would completely reject this
concept and base revenue divisions on internal cross-over movements solely on the estimated

SARR costs. Internal cross-over traffic serves the same purpose as other cross-over traffic, and

™ See, CSXT Reply, p. I1I-A-39 (n. 46). CSXT states a “less accurate” approach would use the average SARR
investment per route mile to develop the investment replacement costs.
" See, WFA/Basin I at 12, AEP/Texas II at 13 and WFA/Basin 11 at 12.
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should not shoulder a different revenue allocation method simply because it is the incumbent
acting as the overhead carrier and not the SARR.

CSXT presents a second method to allocate revenues on internal cross-over traffic if the
STB believes the replacement cost method is not feasible. Under its second proposed allocation
methodology, CSXT suggests allocating revenues based on a movement’s available contribution
above its variable costs for the on-SARR portion of a movement, in combination with an ATC-
based revenue allocation for the internal cross-over segment. CSXT states that, under this
approach, SARR revenue allocation would be the lower of incumbent’s URCS variable costs or
the Alternative ATC calculation for the on-SARR segments only.”* Like its replacement cost
approach, CSXT’s contribution approach is deeply flawed and must be disregarded.

Contrary to the approach’s name, CSXT’s proposed methodology has nothing to do with
a movement’s contribution above variable costs. CSXT states that it would use a movement’s
contribution above variable costs for the on-SARR portion of the movement. A movement’s
contribution represents the portion of revenue that is not consumed by variable costs and so
contributes to the coverage of fixed costs. In other words, contribution is equal to revenues less
variable costs.” A review of CSXT’s revenue allocation workpapers shows that it did not
calculate the contribution on the TPIRR movements when allocating revenues under this second
proposed approach, nor did it allocate this contribution in any fashion.”® Instead, CSXT’s
approach simply provided the lesser of the Alternative ATC division or the URCS variable costs

for the entire movement for those movements that included internal cross-over movements.’’

™ See, CSXT Reply, pp. III-A-39-40.

5 See, WFA/Basin I at 14 “contribution (i.e., revenue in excess of variable cost as calculated by URCS)”.

76 See, for example, CSXT Reply workpaper “TPIRR General Freight Revenue Forecast STCC 28 1h 2013 (Final)
REPLY xlIsx,” worksheet “Gen Freight Revenue Forecast,” Column EL.

For movements without any internal cross-over segments, CSXT’s approach relies entirely upon Alternative
ATC to divide revenues. For movements which travel over different routes, some with internal cross-over
segments and some without internal cross-over segments, CSXT calculated for each movement the number of

ITI-A-28
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While not clearly or articulately stated, CSXT may be arguing that the SARR should only
receive its variable costs of service as its division with the remaining contribution being paid to
the incumbent. This is what CSXT has effectively done by providing movements with internal
cross-over segment revenues equal to their URCS variable costs. This is the Efficient
Component Pricing (“ECP”) division scheme the Board rejected in Nevada Power and Major
Issues.”® As the Board noted in Major Issues, the use of ECP, or schemes like it such as CSXT’s
proposed methodology, inject bias in favor of the railroads and render cross-over traffic
ineffectual in simplifying the SAC analysis.”

iv. CSXT Adjustments to TPI’s
ATC Calculations

In Opening, TPI calculated the TPIRR revenues by allocating total CSXT revenues for
each movement in proportion to the average total cost of the movement on-SARR and off-SARR
using the procedures adopted by the Board in Ex Parte 715. In Reply, CSXT accepts TPI’s use
of Alternative ATC “but makes several corrections and modifications” to TPI’s calculations.
Specifically, CSXT: (1) recalculated on-SARR mileages to include segments not on the SARR
and complete segments that are split between TPIRR and the residual CSXT;* (2) adjusted
proxy ATC percentages for certain coal shipments;®' (3) used the STB’s official version of
CSXT’s 2012 URCS;* and (4) modified TPI’s treatment of local traffic.®* Each of these

adjustments are discussed in detail below.

carloads in 2012 that traversed routes with internal cross-over segments and the number of carloads without
internal cross-over movements. The percentage of traffic without internal cross-over movements had its
revenues based on Alternative ATC, while the percentage with internal cross-over movements had its revenues
based on CSXT’s proposed approach.

B See, Nevada Power II at 266, and Major Issues at 29.

" See, Major Issues at 36.

80 See, CSXT Reply, pp. I1I-A-40-43.

81 Id. pp. 11I-A-45-46.

2 Id.p. 1I-A-44.

8 Id. pp. III-A-43-44.
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(1) CSXT Recalculated On-SARR
Mileages

CSXT claims that TPI “made two significant errors in the method it used to flag network
links” in its development of on-SARR miles for ATC calculations. First, CSXT claims that TPI
incorrectly labeled some segments as on-SARR when they were in fact off-SARR lines.

Second, CSXT claims TPI erred when calculating on-SARR miles involving links that
are partially on-SARR and partially on the residual CSXT. According to CSXT, TPI
“inappropriately assigned all miles of the network link to the SARR”* affecting 141 of the 541
TPIRR network links. On Rebuttal, TPI accepts some of CSXT’s changes, but not all, as
described below.

TPI’s Opening described the process used to calculate the on-SARR miles used to
develop TPI’s ATC calculations.”> TPIRR miles were developed by summing the car mileage
data from the car event data for segments that were identified as traversing the SARR and
moving on SARR trains. Where SARR-miles could not be identified from the car event data,
proxies were developed using the same approach used to develop the proxy miles for the full
CSXT movement, i.e., proxies based on railcars moving on the same waybill, between the same
CSXT origins and destinations, or the same ultimate origins and destinations. TPI also stated
that internally rerouted traffic required special considerations when developing Alternative ATC
divisions because STB precedent requires revenue divisions be based on the actual route of
movement and not the SARR route of movement.*

To accommodate rerouted traffic in its Opening ATC calculations, TPI included two (2)

specific steps in its ATC division development programs and approaches. First, TPI identified

8 See, CSXT Reply, p. ITI-A-41.
85 See, TPI Opening, p. ITI-A-33.
8 See, TPI Opening, p. III-A-37.
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those CSXT network links®’ that it believed were used to carry internally rerouted traffic. This
included the network links shown in CSXT’s Reply Table I1I-A-10. TPI reviewed the network
links identified by CSXT as not being on the TPIRR or used by TPIRR rerouted traffic and
agrees that some, but not all, the links identified by CSXT should be shown as off-SARR
locations.®® Where TPI agrees with CSXT that a network link was miscoded, it changed the
network designation in this Rebuttal.*® TPI discusses where it does not agree with CSXT’s
reclassifications in Rebuttal Part IT11-C-7-d-iii.

Second, TPI also included a process in its Opening ATC calculations to account for
SARR miles when CSXT car event data may have shown internally rerouted traffic not
specifically identified by TPI. As TPI noted in Opening, CSXT operates many parallel line
segments through major metropolitan areas that are relatively short in length. Where these short
parallel lines occur, TPI consolidated the traffic moving over these parallel lines into a single
line, while ensuring that all TPI traffic is still adequately served.”” To account for these small
reroutes, or in those instances where CSXT’s car event data may not have shown the actual route
of movement, TPI included a process in its SQL program to capture these TPIRR miles. CSXT
refined this approach in its Reply evidence to distinguish between internal rerouted traffic and
internal cross-over movements.” TPI reviewed CSXT’s refinement and adopts CSXT’s internal

cross-over logic in developing its Rebuttal ATC calculations.

87 A “network link” is a CSXT defined term used to identify a line segment between two CSXT mileposts.

88 See, TPI Rebuttal workpaper “TPI_Final Network-Rebut V6 (ATC).xIsx.” This workpaper identifies where TPI

accepts and rejects CSXT’s changes to the on-SARR network links. It also shows where TPI has adopted

CSXT’s identification of line segments in which the TPIRR rerouted some SARR traffic.

CSXT overstated the ramifications of its changes. While a network link may represent a segment over 100 miles

in length, a railcar may only move over a portion of that network link. For example, CSXT highlighted the

network link between Baldwin and Tallahassee, FL was over 150 miles in length, but failed to state that half of

the TPIRR traffic that moves over this segment moves less than three (3) miles.

% See, TPI Opening, p. III-A-5, note 8.

' CSXT noted that an internally rerouted movement could be incorrectly identified as an internal cross-over
movement. CSXT called these “false leap frog movements.” A “false leap frog movement” as CSXT called it in

I1I-A-31
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CSXT also claims that TPI incorrectly identified the miles on network links that are split
between the TPIRR and the residual CSXT.”*> TPI reviewed CSXT’s claim and agrees that, in
certain situations, links should be split between the TPIRR and the incumbent CSXT. TPI has
adopted CSXT’s split link methodology in its Rebuttal ATC calculations.”

(2) CSXT Adjusted Proxy ATC

Percentages for Certain Coal
Shipments

TPI based its ATC division calculations on 2012 CSXT traffic statistics, which is the last
full calendar year of traffic and density data provided by CSXT in discovery.”* Because large
railroads, like CSXT, have dynamic traffic groups, the traffic moving in 2012 does not exactly
match the traffic moving in any prior or subsequent years. The railroad adds new movements
each year as its business grows, and loses movements as shippers go out of business or move
shipments to other railroads or other transportation modes. This means a movement that occurs
in a year prior to, or after, 2012 may not have an ATC division percentage since it was not
included in the 2012 traffic data on which TPI based its ATC divisions.

TPI applied its ATC divisions to its traffic group based on five (5) movement
characteristics: 1) Movement Origin Freight Station Accounting Code (“FSAC”); 2) Destination
FSAC; 3) CSXT Origin Milepost; 4) CSXT Destination Milepost, and 5) Shipment STCC. For
those movements that did not occur in 2012, for which TPI could not develop specific ATC

divisions, TPI developed ATC division proxies based on common shipment characteristics.

its Reply, can occur when the CSXT car event data shows zero (0) car-miles on a network link over which a car
actually moves. See, CSXT Reply workpaper “Leapfrog Segments,” worksheet “SQL.”

A split link can occur when the TPIRR creates a cross-over movement at a location not at the end-point of a
network link.

Like its claim on off-SARR segments discussed above, CSXT has overstated the impact of the issue. The
average length of the network links in which the TPIRR and the residual CSXT split movements is 15 miles, of
which approximately ten (10) miles are on-SARR miles and five (5) miles are for the residual incumbent. This
means, on average, TPI overstated the SARR mileage by five (5) miles.

% See, TPI Opening, p. I1I-A-29.

92

93
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These proxy divisions were deployed on a sliding scale of common characteristics to different
shipments.”® If, for example, TPI could not find an ATC division match on all five (5) shipment
characteristics, it then attempted to make a match on four (4) shipment characteristics. If it could
not match on four (4) characteristics, it then looked at (3) common characteristics in order to
make a match. This process was continued until a final proxy based on the movement’s STCC
alone.”®

CSXT accepted and adopted TPI’s ATC application methodology for all commodities,
except coal. CSXT claims that TPI’s approach for developing ATC percentages for 2010, 2011
and 2013 for coal “does not account for an origin shifting within coal origin regions.”’ CSXT
seeks to refine TPI’s process by including the EIA coal origin region as one of the shipment
characteristics on which to base an ATC proxy. TPI reviewed CSXT’s approach and agrees that
including the coal origin region increases the chances for finding a more movement specific
ATC proxy and accounts for coal origin shifting within a region. TPI adopted CSXT’s coal ATC
proxy approach in this Rebuttal, but refined the approach to provide more specific origin

matches.”®

% See, TPI Opening workpaper “TPIRR ATC Divisions.xlIsx,” worksheets “ATC Car Lookups,” and “ATC
Container Lookup.”

In reviewing its Opening and CSXT’s Reply workpapers, TPI found that both parties excluded a two
characteristic proxy based on shipment origin and destination FSAC, even though the proxy was included in both
parties” ATC development workpapers. TPI has included this proxy in its Rebuttal traffic forecast, but it has
minimal impact on the final results.

See, CSXT Reply, p. III-A-45. See also, discussion of this issue on traffic, supra pp. III-A-3-4.

CSXT placed coal origins into one of six regions — Northern Appalachian (“NAPP”), Central Appalachian
(“CAPP”), Southern Appalachian (“SAPP”), Eastern Interior (“EINT”), Wyoming Powder River Basin
(“WPRB”) and “Other.” TPI refined this approach to include three additional regions that CSXT has placed in
the “Other” region. These include “Rocky Mountain” for Colorado originated coal, “Great Lakes™ for coal
originating at Great Lake ports and “Import” for coal originating at East Coast coal ports.

I11-A-33
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(3) CSXT Used STB’s Official
Version of CSXT’s 2012 URCS

TPI explained, in Opening, that it relied upon full year 2012 traffic data to develop ATC

® Tt also

division percentages because it was the latest full year of traffic data available.’
explained that the Board had delayed the issuance of its final 2012 URCS models to a date after
TPI’s filing of its Opening SAC evidence, and because of this, TPI developed the CSXT 2012
URCS variable costs using an URCS model based upon the STB’s programs and procedures.'®

As expected, the Board released its final 2012 CSXT URCS model after TPI submitted
its Opening evidence. CSXT uses the STB’s 2012 URCS in Reply. TPI accepts the use of the
STB’s version of CSXT’s 2012 URCS and has incorporated its use in this Rebuttal.

(4) CSXT Modified TPI’s
Treatment of Local Traffic

TPI explained, in Opening, that there were numerous instances where it chose to not
move a particular piece of traffic over a CSXT route replicated by the SARR, and instead chose
to let the residual CSXT handle the local portion of the movement (i.e., “On/Off-SARR Local
Trains”). In all cases, this was done to maximize the efficiency of both the TPIRR and residual
CSXT portions of local crossover-traffic movements and ensure high levels of service for TPIRR
shippers.'!

CSXT claims in its Reply that movements originating or terminating on (near) the TPIRR
where TPI posits CSXT local service “is an abuse of the cross-over traffic fiction permitted.”
CSXT assumes TPI would perform these local operations and “corrects TPI’s failure to serve on-
SARR customers...” in its ATC calculations by treating these movements as originated or

terminated.

% See, TPI Opening, p. I11-A29.
100

Id.
101" See, TPI Opening, p. III-A-32.
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As TPI explains more fully in Section III-C-7-b of this Rebuttal, TPI adjusted its train list
to include the On/Off-SARR Local Trains that CSXT asserts TPI incorrectly excluded from its
Opening train list. Because TPI has included these additional trains in its ATC division
calculations, and adjusted its calculations to reflect the movements that these additional trains
originate and terminate on the TPIRR network, this issue is moot.

b. Projected Revenues

In Reply, CSXT generally accepted the projected revenues developed by TPI in Opening

with a few specific adjustments. These adjustments include the following: (1) CSXT corrects

intermodal rates used to develop annual rate escalations for { {{| % DD
B . '° () CSXT incorporates more recent Global Insight AII-LF and
RCAF indices;'® (3) CSXT corrects the fuel surcharge mechanism used for the {{_
-}} coal contract {{_}};104 (4) CSXT corrects a spreadsheet error affecting
the calculation of certain fuel surcharge amounts;'” (5) CSXT corrects TPI’s calculations to
reflect discounted fuel surcharges actually received by certain intermodal customers;'* (6)
CSXT assigns the same fuel surcharge found in the historical period for the projected period for
shipments CSXT interchanged with BNSF at Birmingham, AL;'%" (7) CSXT assumed that
expiring contracts that are renewed in the future maintain the same fuel surcharge terms as the

108

expiring contract;  and (8) CSXT incorporates a revised EIA Short Term Energy Outlook to

determine fuel prices used to calculate fuel surcharge revenues.'®

12 See, CSXT Reply, pp. III-A-21-22.
1 1d p. I-A-22.

1% 1d. pp. II-A-22-23.

195 1d. p. II-A-23.

1% Jd. pp. II-A-23-24

97 1d. pp. II-A-24-25.

1% 1d pp. I-A-25-27

19 1d p. II-A-27.
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In Rebuttal, TPI accepts all of CSXT’s changes identified above except CSXT’s fuel
surcharge adjustment for shipments interchanged with BNSF at Birmingham, AL and CSXT’s
assumptions concerning the fuel surcharge for expiring contracts. In addition, while TPI agrees
with CSXT’s use of updated indices and fuel prices in its Reply evidence, TPI utilizes even more
recent updates in this Rebuttal. TPI’s reason for rejecting CSXT’s Reply evidence for the two
(2) items noted above is explained below

i. Fuel Surcharge for
Birmingham, AL Shipments

In Opening, TPI calculated total CSXT intermodal fuel surcharge revenues for the
forecast period by either: (1) applying the applicable fuel surcharge provision from the CSXT
intermodal contract;''® or (2) applying CSXT’s own fuel surcharge program based on the price of
On-Highway Diesel Fuel (“HDF”’). TPI then calculated the TPIRR fuel surcharge amounts for
the forecast period by allocating a share of the total CSXT fuel surcharge revenues for
intermodal traffic to the TPIRR using the revenue division percentage calculated under the ATC
methodology. In Reply, CSXT objects to the application of CSXT’s own fuel surcharge program
for a specific group of intermodal traffic that is interchanged with the BNSF at Birmingham,
AL CSXT claims that the CSXT container “waybill records report almost no fuel surcharge
revenues for these moves” and, as a result, TPI should not be permitted to receive more than the

actual historical fuel surcharge percentage in the forecast period.' >

19 11 certain instances, the CSXT container waybill data did not identify a specific contract for waybill movements
in the historical period. Also, there were instances where the CSXT container waybill data did identify a specific
contract for waybill movements but that contract was not provided by CSXT in discovery. In these instances,
CSXT’s intermodal fuel surcharge program was utilized.

1" See, CSXT Reply, p. I1I-A-24.

"2 14 pp. II-A-24-25.
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In Rebuttal, TPI rejects CSXT’s adjustment and makes no changes to the approach it

developed in Opening to calculate fuel surcharge revenues for the forecasted period for

intermodal traffic interchanged at Birmingham, AL for the following reasons:

CSXT’s own container waybill records fail to report a valid price authority for
over 36% of all the intermodal shipments.'"> As a result of CSXT’s own bad
records, the projected fuel surcharge amounts for these intermodal shipments
cannot be calculated based on an existing contract. TPI maintains that defaulting
to the CSXT intermodal fuel surcharge program is a reasonable approach for these
records;

CSXT’s analysis of fuel surcharge revenues for these intermodal shipments is
based on an aggregation of all the Birmingham, AL records to produce an
arithmetic average fuel surcharge percentage. When the records included in
CSXT’s analysis are reviewed more closely in a disaggregated manner, they show
that this traffic historically achieved fuel surcharge percentages as high as 25.4%
on certain intermodal shipments;''*

CSXT’s claim is based on the assumption that past is prologue for intermodal fuel
surcharges. CSXT claims that, because the historical period reflected low fuel
surcharge levels, the same will hold true in the forecasted period. This
assumption is belied by CSXT’s own historical records which indicate that more
and more of the traffic moving across its system is moving under agreements that
call for higher fuel surcharges; and

CSXT failed to apply the adjustment to any other intermodal shipments included
in the TPIRR traffic group. If the method utilized by TPI in Opening is suitable
for some intermodal shipments included in the TPIRR traffic group, it should be
good for all.

In Rebuttal, TPI makes no changes to the calculation of intermodal fuel surcharge

revenues for these shipments in the forecasted period.

113 A review of the CSXT container waybill data for traffic included in the TPIRR traffic group shows that over
36% of the shipments report a Contract of “UNKNOWN” or “BLNK” for intermodal shipments (See, TPI
Rebuttal workpaper “TPIRR_TRAFFIC HISTORICAL CONTAINER ALL Reb.xlsx”).

114 See, TPI Rebuttal workpaper “TPIRR._ TRAFIC HISTORICAL CONTAINER ALL Reb.xlsx”.
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ii. Fuel Surcharge After Contract
Expiration

In Opening, TPI assumed that, “[a]fter contract expiration and through 2Q20, fuel
surcharge rates are assumed to follow CSXT’s HDF surcharge programs.”" In Reply, CSXT
complains that TPI’s assumption is “contrary to CSXT’s practice,”116 which is that “[fluel

surcharge discounts under a prior contract generally continue at the same level when a contract

renews.”'!"” Based on this, CSXT adjusted the fuel surcharge calculations to reflect the

assumption “that contracts renewed in the future maintain the same fuel surcharge terms as the

existing contracts.”’ 18

In Rebuttal, TPI rejects CSXT’s adjustment based on their revised assumption for the
following reasons:

e CSXT’s fuel surcharge adjustment is based on a singular claim that TPI’s
assumption is “contrary to CSXT’s practice.”'® The only support provided by
CSXT to demonstrate this “standard practice” is a table summarizing the
applicable fuel surcharge terms for six (6) contracts. But CSXT produced over
one hundred and eighty (180) contracts in discovery in this proceeding. Finding
six (6) contracts to support its required assumption for all contracts is hardly
indicative of a “standard practice” for CSXT. For example, TPI reviewed each of
the 180 CSXT contracts produced in discovery and found at least seven (7)
contracts that demonstrate a change from a discounted fuel surcharge mechanism
in an expired contract that is followed by a full CSXT standard fuel surcharge in
the renewed contract.'® Applying CSXT’s logic, TPI identified a contradictory
“standard practice.” Thus, contrary to CSXT’s claim, it has no “standard
practice” for the calculation of fuel surcharges in renewed contracts;

e On a much broader scale, very little CSXT traffic was shipped under a contract or
tariff that included a fuel surcharge mechanism approximately fifteen (15) years
ago. Since that time, CSXT and other Class I railroads have been aggressively
expanding them to additional customers as contracts are signed or renewed;

115 See, TPI Opening at page I1I-A-15.

116 See, CSXT Reply, p. III-A-25.

"7 Ibid.

"8 1d p. III-A-26.

Y 1d. p. IM-A-25.

120 See, TPI Rebuttal workpaper “Contract Summary Renewed Full CSXT Fuel Surcharge.xlsx”.
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e TPI’s assumption is consistent with the actions of a least-cost, most-efficient
railroad which are focused on the maximization of revenues and revenue growth
over time. Like CSXT, TPIRR believes that creating value for its customers
compared with the increasing demand for service provides a solid foundation for
growth and pricing above rail inflation over the long term'?'. As noted by
CSXT’s Chief Sales and Marketing Officer when asked to comment on the
direction of CSXT pricing:

“Going forward, I think all modes of transportation have an opportunity to
price up, price up significantly, particularly in this type of economic
environment. When you couple that with what is happening in 2014 and
you look at projections for 2015, we are in a very robust pricing market in
Virtuall}/2 2all modes of transportation. So up is the way the direction looks
to me.”

e Clearly, CSXT’s made for litigation argument to ignore additional fuel surcharge
revenue after a contract expires under the auspices of a “standard practice” is
completely at odds with their corporate goal of aggressively pricing their
products. Regardless, TPIRR will aggressively seek to maximize revenues; and

e TPI’s assumption is consistent with the methodology accepted by the Board in its
AEPCO decision.'”

Rebuttal Table III-A-4 below, summarizes the differences in TPIRR revenues by year

between CSXT Reply and TPI Rebuttal.

121 See, CSX’s (CSX) CEO Michael Ward on Q2 2014 Results Earnings Call Transcript (July 16, 2014) included in
TPI Rebuttal workpaper “SA Transcripts CSXT 2Q1014 Investor Call”.

122 1.
Ibid.

123 See, AEPCO, at 27 to 28.
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Rebuttal Table I1I-A-4
Differences In TPIRR Revenue
Between CSXT Reply and TPI Rebuttal — ($000)
TPIRR Revenue
CSXT TPI Difference
Time Period Reply Rebuttal Aggregate 1/ Percent 2/
ey 2 (3) “ (5)
1 2010 (Jul-Dec) $2,940,893 $2,967,269 26,376 0.9%
2 2011 6,476,194 6,540,524 64,330 1.0%
3 2012 6,722,619 6,775,702 53,083 0.8%
4. 2013 7,007,927 7,075,518 67,591 1.0%
5. 2014 7,456,190 7,490,865 34,675 0.5%
6 2015 7,839,678 7,956,707 117,029 1.5%
7 2016 8,360,217 8,544,944 184,727 2.2%
8 2017 8,742,364 8,976,605 234,241 2.7%
9. 2018 9,206,953 9,576,704 369,751 4.0%
10. 2019 9,683,706 10,270,791 587,085 6.1%
11. 2020 (Jan-Jul) 5,083,641 5.514.764 431,123 8.5%
12 Total $79,520,380 $81,690,393 2,170,011 2.7%
Source: CSXT Reply workpaper "Revenue Summary (Final) Reply.xIsx" and TPI Rebuttal workpaper
"Revenue Summary (Final) Reply REB2.xIsx".
1/ Column (3) — Column (2).
2/ Column (4) + Column (2).

As shown in Rebuttal Table III-A-4 above, the TPIRR revenues from TPI Rebuttal
represent approximately 2.7 percent more revenues, on average, than the TPIRR revenues from

CSXT Reply.
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I11. STAND-ALONE COST

B. STAND-ALONE RAILROAD SYSTEM

The TPIRR is an extensive system that replicates much of the current CSXT system,
extending from Chicago, IL south to New Orleans, LA, and east to Orangeburg, NY and
Washington, DC; from Baltimore, MD south to Montgomery, AL; from East St. Louis, IL east to
Greenwich, OH; from Memphis, TN east to Atlanta, GA; from Deshler, OH south to Nashville,
TN and Atlanta, GA: and from Atlanta, GA south to Oneco, FL and Orlando, FL. CSXT
“accepts the general scope and configuration of the TPIRR posited by TPI.”* However, CSXT
includes additional mainline and sidings, customer lead track, additional joint facility miles and
partially owned route miles as well as additional interchange locations, intermodal facilities and
yards. CSXT also increases the TPIRR’s yard track and yard acreage.

The issues raised by CSXT in Reply will be addressed separately below under the
following topical headings:

Routes and Mileage

Yards and Interchange Track
Track Miles and Weight of Track
Joint Facilities

Signals and Communications System
Turnouts, FEDs and AEI Scanners

SourwnE

1. Routes and Mileage

Rebuttal Table 111-B-1 below summarizes the differences in constructed route miles

between TPI’s Opening and CSXT’s Reply.

1 See, CSXT Reply, p. 11-B-1.
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Rebuttal Table I11-B-1
Comparison of TPIRR Constructed Route Mileage — TP1 Opening and CSXT Reply
TPI CSXT Difference
Description Opening” Reply? Cols (3)-(2)
1) (2 3) 4)
1. Main Lines
a. Partially Owned Lines
i. Dolton to Woodland 0.00 32.85 32.85
ii. Belt Railway Chicago (“BRC”) 0.00 1.20 1.20
iii. IHB Railway 0.00 11.29 11.29
iv. TRRA 0.00 0.29 0.29
b. East St. Louis Rose Lake Extension 0.00 0.30 0.30
c. Other Main Lines 6,161.93 6,161.93 0.00
2. Branch Lines 704.01 704.01 0.00
3. Total Constructed Route Miles 6,865.94 6,911.87 45.93
1/ TPI Opening, Table I11_B-1, p. I11-B-3.
2/ CSXT Reply, Table 111-B-2, p. 111-B-13.

a. Main Lines

CSXT proposes adding 0.3 miles of mainline track in East St. Louis, IL between Rose
Lake Yard and the connection with the track of the Terminal Railroad Association of St. Louis
(“TRRA”) “[i]n order to permit the TPIRR to operate in the same manner as CSXT does today.”
TPI accepts the addition of this 0.3 miles in Rebuttal. CSXT also adds route miles associated
with partially-owned lines as discussed below.

i. Partially-Owned Lines

CSXT claims that TPl must include the road property investment costs for some of the
TPIRR’s trackage rights segments because CSXT has partial or total ownership of these lines.
These segments include:

e 65.7 miles of TPIRR’s Chicago to Nashville line between Dolton, IL and
Woodland Jct., IL — operated by Union Pacific Railroad (“UP”) in which CSXT
has 50 percent ownership or 32.85 miles;

e 4.8 miles of TPIRR’s BRC Branch in Chicago — CSXT has 25 percent ownership
or 1.20 miles;

2 See, CSXT Reply, p. 111-C-183.
11-B-2
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e 11.29 miles of TPIRR’s Bedford Park Branch in Chicago — operated by the
Indiana Harbor Belt Railroad (“IHB”) but 100 percent owned by the Baltimore
and Ohio Chicago Terminal Railroad (“BOCT”), a wholly-owned subsidiary of
CSXT; and

e 2.0 miles on TRRA in East St. Louis, IL — CSXT has 14.29 percent ownership or
0.29 miles.

TPI accepts CSXT’s “re-classification” of these 45.63 miles from trackage rights to
constructed miles. However, as discussed in the joint facilities and maintenance of way sections
of Rebuttal Part I1I-D, these miles are not included in the TPIRR’s maintenance expenses
because there are operating and maintenance (joint facility) agreements under which TPIRR pays
other railroads for the operating and maintenance expenses.

CSXT’s Reply also includes discussions of expenses associated with several other
segments that CSXT believes should be included in TPIRR’s costs, but which CSXT does not
include for various reasons, with one exception. Therefore, TPI does not include them either.

The one exception pertains to the Monongahela Railway (“MGA”) which CSXT and
Norfolk Southern Railway (“NS”) acquired as part of the purchase of Conrail. In Opening, TPI
included costs for the TPIRR operations over the MGA but omitted the investment associated
with the annual program maintenance for the MGA, as pointed out in CSXT’s Reply.®> TPI
accepts CSXT’s calculation of the TPIRR’s portion of this annual investment. However, as
discussed in Part I11-G, CSXT included this investment in the DCF Model improperly and TPI
has corrected this in Rebuttal.

b. Branch Lines

CSXT accepts TPI’s 704.01 miles of branch lines.*

See, CSXT Reply, pp. 111-B-6-9.
4 See, CSXT Reply, Table I11-B-2, p. I11-B-13.
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c. Rebuttal Route Miles

As discussed above, TPI accepted CSXT’s changes to the TPIRR route miles. Rebuttal
Table I11-B-2 below, compares the route miles included in TPI’s Opening, CSXT’s Reply and

TPI’s Rebuttal .

Rebuttal Table I111-B-2
Comparison of TPIRR Constructed Route Mileage -
TPI Opening, CSXT Reply and TPI Rebuttal
TPI CSXT TPI Difference
Description Opening” Reply? Rebuttal” Cols (3)-(4)
@ @ ® @) ®)
1. Main Lines
a. Partially-Owned Lines
i. Dolton to Woodland 0.00 32.85 32.85 0.00
ii. Belt Railway Chicago 0.00 1.20 1.20 0.00
iii. IHB Railway 0.00 11.29 11.29 0.00
iv. TRRA 0.00 0.29 0.29 0.00
b. East St. Louis Rose Lake Extn 0.00 0.30 0.30 0.00
c. Other Main Lines 6,161.93 6,161.93 6,161.93 0.00
2. Other Branch Lines 704.01 704.01 704.01 0.00
3. Total Constructed Route Miles 6,865.94 6,911.87 6,911.87 0.00
1/ Table 111-B-1 above, Column (2).
2/ Table 111-B-1 above, Column (3).
3/ See TPI Rebuttal workpaper “TPIRR Route Miles Rebuttal Grading.xIsx,” tab “TPIRR Miles.”

As shown in Rebuttal Table I11-B-2 above, there are no remaining differences between
TPI and CSXT regarding the constructed route miles of the TPIRR.

2. Yard and Interchange Track

In Opening, TPI’s operating plan specified the location of twelve (12) “major” and sixty-
eight (68) “other” yards where activities such as train staging, car inspection, yard switching (for
originating and terminating traffic plus intermediate blocking of cars), crew changes, local train

operations and locomotive repairs, servicing and fueling would take place.® At many of these

> Although CSXT lists all of the partially-owned lines and the Rose Lake extension under “Main Lines,” only the

Dolton to Woodland segment is included as a TPIRR main line; the remaining partially-owned lines and the
Rose Lake extension are included as TPIRR branch lines. However, in order to maintain consistency with
CSXT’s Reply, Rebuttal Table I11-B-2 follows the format included in CSXT’s Reply.

®  See, TPI Opening workpaper “TPIRR Yard Matrix Opening Grading.xIsx,” tab “TPIRR Yards.”
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locations, traffic also would be interchanged with CSXT and other railroads. The number and
length of “running tracks” in each yard (the tracks necessary to handle the peak period trains
moving through the yards of TPIRR) were based on the results of the RTC Model. These
include receiving and departure tracks, inspection tracks and interchange tracks.’

Nineteen (19) intermodal terminals, twenty (20) automotive terminals and twenty-three
(23) bulk transfer terminals were also added manually to the TPIRR vyard list.?

Interchange locations were identified by a review of TPIRR carload data and interchange
track was added at eighty-seven (87) interchange locations where the TPIRR did not already
have a yard.’

The number and length of classification tracks were estimated based on the range of car
counts at each yard.® The number and length of tracks needed for locomotive repair and
servicing facilities, fueling and car repair (RIP tracks) were estimated by general yard size and
included where necessary.**

All of the above were incorporated into the yard requirements of the TPIRR resulting in
1,467.19 miles of yard track contained in 229 yards.

In Reply, CSXT accepted the vast majority of TPI’s yards and yard track calculations.*
CSXT accepted TPI’s twelve (12) major yards, sixty-eight (68) “other” yards, nineteen (19)
intermodal terminals, twenty (20) automotive facilities, twenty-three (23) bulk transfer facilities,

and eighty-seven (87) additional interchange locations. CSXT added five (5) “other yards,”

" See, TPI Opening workpaper “TPIRR Yard Matrix Opening Grading.xIsx,” tabs “TPIRR Yards” and “Yard
Track Length.”

z See, TP Opening workpaper “TPIRR Yard Matrix Opening Grading.xlIsx,” tab “TPIRR Yards.”
Id.

10" See, TPI Opening workpaper “TPIRR Yard Matrix Opening Grading.xIsx,” tab “Class Track Length.”

1 See, TPI Opening workpaper “TPIRR Yard Matrix Opening Grading.xlIsx,” tab “Additional Track.”

12" See, CSXT Reply workpaper “TPIRR Yard Matrix CSXT Reply.xIsx.” CSXT’s changes to TPl Opening are
marked in red.
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three (3) intermodal terminals, two (2) partially-owned yards, one (1) coal terminal, and
seventeen (17) additional interchange locations.
The specific differences in yard and interchange track between TPl and CSXT are
addressed below.
a. Yards
As noted above, TPI included a total of 229 yards. CSXT accepted all of TPI’s yards and

added twenty-eight (28) more yards. Each category of yard track is discussed below.

i.  Major Yards
TPI included twelve (12) major yards and CSXT accepted those yards. TPI determined

the number of “running” tracks and track miles™ based on the track required by the RTC Model
to handle trains in the TPIRR’s yards.’* CSXT claims that the number of tracks included by TPI
is significantly understated because TPI understated the dwell times used in the RTC Model for
various activities.™ Stated differently, CSXT claims that the dwell times should have been
greater which would then lead to an increase in the number of tracks in each yard. In fact, a
review of the number of tracks included by CSXT in the major yards reveals that CSXT actually
decreased the number of tracks in Willard Yard and Radnor Yard.*

Rebuttal Part 111-C contains a discussion, supported by Rebuttal Exhibit I11-C-1,
comparing the number of yard tracks CSXT constructed to the number of yard tracks required by
CSXT’s RTC Model. This analysis demonstrates that CSXT included investment costs for more

yard tracks than required to handle the TPIRR’s peak period traffic. Rebuttal Part I11-C also

B3 This track reflects receiving, departure, inspection and interchange track, i.e., the track necessary to hold trains in

yards while various tasks are being performed. It excludes track where non-line haul-related tasks are
performed, such as classification track, fueling track, RIP tracks and locomotive repair and servicing track.
4" See, TPI Opening, p. I11-B-9 and workpaper “TPIRR Yard Matrix Opening Grading.xls,” tab “TPIRR Yards.”
5 See, CSXT Reply, p. 11-B-21. See, also, CSXT Reply, pp. 111-C-98-125 and 187-195.
16 gee, CSXT Reply workpaper “TPIRR Yard Matrix CSXT Reply.xlsx,” tab “TPIRR Yards.”
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critiques CSXT’s development of the number of tracks in each yard, showing that CSXT’s
methodology is unrealistic and gold-plated.

In Rebuttal, TPI continues to use the RTC Model to determine the number of “running”
tracks required in TPIRR’s major yards as the RTC Model is a better indicator of the tracks
required than CSXT’s formulas. As discussed in Rebuttal Part I1I-C, TPl made some
modifications to its RTC Model in response to CSXT’s valid Reply criticisms. As a result of
those modifications, there were some changes to the number and length of “running” tracks
required in nine (9) of the TPIRR’s major yards."

ii. Other Yards

TPI included sixty-eight (68) “other” yards and CSXT accepted those yards. For all but
ten (10) of those yards, CSXT accepted the “running” track proposed by TPL.*® As with the
major yards, CSXT claims that the number of tracks included by TPI is understated. However, a
review of CSXT’s yard matrix reveals that CSXT increased the number of tracks in five (5)
yards and decreased the number of tracks in five (5) yards.'® As with the major yards, CSXT’s
adjustment to the number of tracks in these yards is incorrect because CSXT’s formulas used to
calculate the number of yard tracks are unrealistic and gold-plated.

In Rebuttal, TPI continues to use the RTC Model to determine the number of “running”
tracks required in the other yards. As discussed in Rebuttal Part 111-C, TPl made some

modifications to its RTC Model in response to CSXT’s valid Reply criticisms. As a result of

7" See, TPI Rebuttal workpaper “TPIRR Yard Matrix Rebuttal Grading.xIsx,” tabs “TPIRR Yards” and “Yard
Track Length.”

8 See, CSXT Reply workpaper “TPIRR Yard Matrix CSXT Reply.xlsx,” tab “TPIRR Yards.”

19 H
Ibid.
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those modifications, there were some changes to the number and length of “running” tracks
required in twenty-one (21) of TPIRR’s sixty-eight (68) other yards.”

CSXT also added yards at five (5) locations. TPI added these yards in Rebuttal and
accepted the number of tracks and track miles proposed by CSXT. TPI also added the Curtis
Bay Coal Terminal to the listing of other yards and accepted CSXT’s 10.203 miles of track for
this facility.”*

iii. Intermodal Facilities

In Opening, TPI included nineteen (19) intermodal terminals with a total of 113.60 track
miles. In Reply, CSXT accepted these terminals and the track miles proposed by TPI.?> CSXT
added three (3) additional intermodal terminals (and 31.72 miles of track) based on the traffic
included by TP1.2 TPI added these three (3) facilities and the track miles in Rebuttal.

iv. Automotive Facilities

In Opening, TPI included twenty (20) automotive yards with a total of 33.55 miles of
track. On Reply, CSXT accepts the locations and track miles of TPI’s automotive facilities. 2

v. Bulk Transfer Facilities

In Opening, TPI included twenty-three (23) Bulk Transfer facilities with a total of 18.47
miles of track. On Reply, CSXT accepts the locations and track miles of TPI’s Bulk Transfer

facilities. %°

2 gee, TPI Rebuttal workpaper “TPIRR Yard Matrix Rebuttal Grading.xIsx,” tabs “TPIRR Yards” and “Yard
Track Length.”

2L d.

22 See, CSXT Reply workpaper “TPIRR Yard Matrix CSXT Reply.xIsx,” tab “TPIRR Yards.”

2 See, CSXT Reply, p. I11-B-19.

z‘; See, CSXT Reply workpaper “TPIRR Yard Matrix CSXT Reply.xlIsx,” tab “TPIRR Yards.”
Id.
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vi. Curtis Bay Coal Terminal

On Reply, CSXT added the tracks and investment for the Curtis Bay Coal Terminal.?®

CSXT developed the total investment separately from the rest of the TPIRR’s investment.?’ As
part of the investment, CSXT included 53,874 feet, or 10.20 miles, of yard track.?® On Rebuttal,
TPI included the Curtis Bay Coal Terminal but TPI included the various components in their
proper location to correctly develop the investment costs. Therefore, TPI included the 10.20
miles of yard track with the other yard track miles of the TPIRR.?® The remaining components
of the Curtis Bay Coal Terminal are discussed in Rebuttal Part 111-F-7, where CSXT included the
investment.

vii. Partially-Owned Yards

On Reply, CSXT added the TPIRR’s portion of the track miles associated with two (2)
partially-owned yards. Specifically, CSXT included 62.5 miles (25 percent) of BRC’s Clearing
Yard in Chicago, IL and 5.15 miles (14.29 percent) of TRRA’s Madison Yard in East St. Louis,
IL.® TPI included these track miles on Rebuttal.*

viii. Classification Tracks

In Opening, TPI included a total of 346.64 miles of classification tracks at the twelve (12)
major yards and forty (40) other yards.** On Reply, CSXT accepted TPI’s amount of

classification tracks at thirty (30) of the other yards.** However, CSXT increased the amount of

% See, CSXT Reply, p. I11-B-19.
z; See, CSXT Reply workpaper “Curtis Bay Coal Pier.xIs.”
Ibid.
2 gee, TPI Rebuttal workpaper “TPIRR Yard Matrix Rebuttal Grading.xIsx,” tab “TPIRR Yards.”
%0 gee, CSXT Reply workpaper “TPIRR Yard Matrix CSXT Reply.xIsx,” tab “TPIRR Yards.”
%1 gee, TPI Rebuttal workpaper “TPIRR Yard Matrix Rebuttal Grading.xIsx,” tab “TPIRR Yards.”
% See, TPI Opening workpaper “TPIRR Yard Matrix Opening Grading.xIsx,” tab “Class Track Length.”
¥ See, CSXT Reply workpaper “TPIRR Yard Matrix CSXT Reply.xlsx,” tab “Class Track Length.”
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classification track at all of the TPIRR’s twelve (12) major yards and ten (10) of the other yards.
CSXT also included classification tracks at one (1) of the five (5) other yards that it added.**

In Rebuttal, TPI accepted CSXT’s Reply modifications and included 451.27 miles of
classification tracks.*

ix. Yard Lead Tracks

On Reply, CSXT claims that TPI did not build the lead tracks to ten (10) facilities — two
(2) intermodal, five (5) automotive and three (3) bulk transfer. CSXT adds 8.77 miles for lead

tracks to these facilities.

As support, CSXT simply includes Google Earth photographs or
engineering drawings with distances measured. CSXT provides no support for its assumption
that these lead tracks are not included in the miles which TPI included in Opening for these
facilities, i.e., the track miles provided by CSXT in discovery. TPI does not accept CSXT’s
additional 8.77 miles of yard lead track for these ten (10) facilities.

In response to CSXT’s specific example of the Tampa intermodal facility, which is
currently located on a CSXT line parallel to the rail line of the TPIRR, TPI contends that, as TPI
included the construction costs for this facility, it would be located next to the rail line

constructed by the TPIRR, therefore making CSXT’s lead track unnecessary.

X. Additional Tracks

In Opening, TPI included additional tracks in various yards for fixed fueling platforms,
locomotive shops, direct-to-locomotive (“DTL”) fueling / locomotive servicing, car shops and

RIP tracks for a total of 35.09 track miles.®’

34 H
Ibid.
% See, TPI Rebuttal workpaper “TPIRR Yard Matrix Rebuttal Grading.xIsx,” tab “Class Track Length.”
% See, CSXT Reply, pp. 111-B-17-18.
’ See, TPI Opening workpaper “TPIRR Yard Matrix Opening Grading.xIsx,” tab “Additional Track.”
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On Reply, CSXT accepted TPI’s number of tracks and tracks miles for fixed fueling
platforms, locomotive shops, DTL fueling / locomotive servicing and car shops. CSXT accepted
the RIP tracks included by TPI but added RIP tracks at an additional five (5) locations. CSXT
also added track for twelve (12) proposed locomotive service and inspection stations, *®
additional interchange track at ten (10) existing major and other yards, a run-around track at each
of the eighty (80) major and other yards and yard lead tracks at each of the eleven (11) hump
yards, plus the ten (10) yard lead tracks discussed above, for a total of 270.04 track miles.*
Each of these differences are discussed below.

CSXT added a total of 9.09 miles of track for twelve (12) proposed locomotive service
and inspection stations.* As discussed in Rebuttal Part I11-F-7, the locomotive service and
inspection stations added by CSXT are not necessary. Therefore, TPI rejects the 9.09 track miles
added by CSXT.

CSXT added a total of 1.326 miles of RIP track at five (5) additional locations.** On
Opening, TPI included RIP tracks at yards with car inspectors. Although CSXT’s narrative
states that it added car inspectors at five (5) locations, neither CSXT’s narrative nor its
workpapers identify the five (5) locations. TPl assumes that the car inspectors were placed at the
same locations where CSXT added RIP tracks. On Rebuttal, TPI added car inspectors at the five
(5) yards where CSXT added RIP tracks. Therefore, TPI accepted the five (5) RIP tracks added

by CSXT.

% CSXT’s narrative refers to eight (8) locations but CSXT’s workpapers included track at twelve (12) locations.

Compare CSXT Reply, p. 111-B-22 with CSXT Reply workpaper “TPIRR Yard Matrix CSXT Reply.xlsx,” tab
“Additional Track.”

¥ See, CSXT Reply workpaper “TPIRR Yard Matrix CSXT Reply.xIsx,” tab “Additional Track.”

40 ;
Ibid.

“L bid.
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CSXT added thirty (30) interchange tracks totaling 42.99 track miles at ten (10) of the
other yards on the TPIRR.* As discussed previously, TPI relied on the RTC Model to determine
the number and length of tracks required in the major and other yards to efficiently move trains
over the TPIRR during the peak period. This includes the track needed for interchange trains.
Therefore, the tracks included by TPI already incorporate the tracks needed to handle
interchange traffic. Furthermore, CSXT provided no support for its determination of the
additional number of tracks at these specific locations.*® Therefore, TPI rejects CSXT’s
additional interchange tracks at these ten (10) other yards.

On Reply, CSXT added one (1) run-around track at each of the twelve (12) major and
sixty-eight (68) other yards on the TPIRR for a total of 167.08 track miles.** CSXT attempts to
justify the addition of these tracks by claiming that TPI did not include connecting tracks in its
yards. However, CSXT never identifies exactly what tracks it claims are missing from TPI’s
calculations, instead simply referring to TPI’s Opening yard templates.” Furthermore, rather
than measuring the claimed missing connecting track, CSXT simply adds another track to each
yard using the length of the longest yard track included by TPI in Opening.*® This additional
track is unnecessary as all the required sidings in these yards have been identified using the RTC
Model as explained previously. As CSXT has not identified the specific track it claims is
missing and the track miles CSXT did include are unnecessary and have no relation to the track

that CSXT claims is missing, TPI rejects the run-around tracks included by CSXT.

2 Ibid.

8 CSXT performed no analysis to determine the length of these additional tracks. Rather, CSXT simply used the
average length of the interchange tracks included by TPI at the eighty-seven (87) additional interchange yards
included in Opening.

“ See, CSXT Reply workpaper “TPIRR Yard Matrix CSXT Reply.xIsx,” tab “Additional Track.”

*® See, CSXT Reply, 111-B-22 and footnote 41.

% See, CSXT Reply workpaper “TPIRR Yard Matrix CSXT Reply.xlsx,” tab “Additional Track.”
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On Reply, CSXT added a lead track in each hump yard to represent the track on which
the hump is located. TPI accepted CSXT’s 5.69 total miles of track for the eleven (11) hump

yards on the TPIRR.

xi. Yard Acreage
In Reply, CSXT takes issue with some of the yard acreages included by TPI on

Opening.*” CSXT adjusts the yard acreage at hump yards and certain flat yards based on
CSXT’s changes to the track miles at these yards. CSXT accepts TPI’s acreages for intermodal
and automotive terminals but does not accept TPI’s acreages for the bulk transfer terminals.
CSXT also claims that TPI failed to include acreage for interchange yards. CSXT’s criticisms
are addressed in Rebuttal Part I11-F-1 where land costs are developed.

b. Interchange Track

As discussed above, TPI included interchange track on Opening in two ways. First,
interchange track was included in the yard track identified by the RTC Model for the major and
other yards as interchange trains were included in the trains moving over the TPIRR during the
peak period. Second, additional interchange yards were added at locations where there were no
major or other yards based on a review of the TPIRR’s traffic data. In Opening, TPI identified
interchange traffic at one-hundred thirty-two (132) locations: nine (9) major yards, thirty-six (36)
other yards and eighty-seven (87) additional interchange yards.*®

On Reply, CSXT added thirty (30) interchange tracks totaling 42.99 miles at ten (10) of
TPIRR’s other yards.* As previously discussed, CSXT did not support these additional tracks

and TPI has rejected them.

7 See, CSXT Reply, pp. I11-B-23-24.
8 See, TPI Opening workpaper “TPIRR Yard Matrix Opening Grading.xIsx,” tab “TPIRR Yards.”
* See, CSXT Reply workpaper “TPIRR Yard Matrix CSXT Reply.xlsx,” tab “Additional Track.”
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CSXT also added one (1) interchange track to both the Weldon Connection, NC and
Folkston, GA additional interchange yards. TPI could find no support for the addition of these
tracks and has not accepted them in Rebuttal.

CSXT added seventeen (17) interchange yards where the TPIRR would interchange
traffic with CSXT.*® As discussed below, TPl agrees with nine (9) of CSXT’s additional
interchange yards and rejects eight (8) of them.

TPl accepted CSXT’s additional interchange yards at Starke, FL, Lakeland, FL, Pine Jct.,
IN, Crawfordsville, IN, Contentnea, NC, Richmond, PA, Willow Creek, IN, Indianapolis, IN and
Henderson, KY.

TPI rejects CSXT’s addition of an interchange with CSXT at Deland, FL because there
are no CSXT lines that connect to the TPIRR at this location and the TPIRR constructed the
Deland Branch to the end of CSXT ownership.

TPI rejects CSXT’s addition of an interchange between TPIRR and CSXT at Decoursey,
KY because the TPIRR and CSXT lines actually connect nearby at KC Jct., KY where TPI
included an interchange yard that CSXT accepted.

TPl rejects CSXT’s addition of an interchange between TPIRR and CSXT at
Madisonville, KY because there are no CSXT lines that connect to the TPIRR at this location.
Furthermore, TPI included a yard at nearby Atkinson, KY, which CSXT accepted, and traffic
between TPIRR and CSXT would be interchanged there.

TPI rejects CSXT’s addition of an interchange between TPIRR and CSXT at Marion, OH
because TPI has already included a yard at Marion, OH, which CSXT accepted. Interchanges

between TPIRR and CSXT would be handled at this existing yard.

% See, CSXT Reply, p. I11-B-12 and workpaper “TPIRR Yard Matrix CSXT Reply.xIsx,” tab “Additional Track.”
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TPI rejects CSXT’s addition of an interchange between TPIRR and CSXT at Hamilton,
OH because the TPIRR and CSXT lines actually connect nearby at New River Jct., OH where
TPI included an interchange yard that CSXT accepted.

TPI rejects CSXT’s addition of an interchange between TPIRR and CSXT at Clinton, SC
because the TPIRR and CSXT lines actually connect nearby at Dover, SC where TPI included an
interchange yard that CSXT accepted.

TPI rejects CSXT’s addition of an interchange between TPIRR and CSXT at Richmond /
Fulton, VA because both TPI and CSXT included ACCA Yard at Richmond, VA. Interchanges
between TPIRR and CSXT would be handled at this existing yard.

TPI rejects CSXT’s addition of an interchange between TPIRR and CSXT at Crestline,
OH because TPI already included a yard at Crestline/Galion, OH that CSXT accepted.
Interchanges between TPIRR and CSXT would be handled at this existing yard.

¢c. Rebuttal TPIRR Yard and
Interchange Track

As discussed above, and shown in Rebuttal Table I11-B-3 below, TPI increased its yard
and interchange track from 1,417.19 track miles to 1,815.93 track miles.® This is still

substantially lower than CSXT’s overstated 2,109.91 track miles.>?

%1 This includes 10.203 miles of track for the Curtis Bay Coal Terminal.
%2 CSXT’s 2,099.705 yard track miles plus 10.203 miles of yard track for the Curtis Bay Coal Terminal that CSXT
included in its separate development of the total costs for the Curtis Bay Coal Terminal.
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Rebuttal Table 111-B-3
Comparison of TPIRR Yard and Interchange Track Miles -
TPI Opening, CSXT Reply and TPI Rebuttal
TPI Opening CSXT Reply TPI Rebuttal
No. of Track No. of Track No. of Track
Description Locations Miles Locations Miles Locations Miles
1) ) @) (4) () (6) ()

1. Yard Track for Trains

a. Major and Other Yards 80 776.000 85 925.869 85 884.529

b. Intermodal Facilities 19 113.600 22 145.316 22 145.316

c. Automotive Facilities 20 33.553 20 33.553 20 33.553

d. Bulk Transfer Facilities 23 18.466 23 18.466 23 18.466

e. Subtotal 941.619 1,123.204 1,081.864
2. Curtis Bay Coal Terminal --- --- 1 10.203 1 10.203
3. Partially-owned Yards 2 67.647 2 67.647
4. Classification Tracks 52 346.640 53 451.268 53 451.268
5. Other Yard Lead Tracks --- --- 10 8.770 --- ---
6. Fixed Fueling Tracks 16 12.273 12 12.273 12 12.273
7. Locomotive Shops 4 4.545 4 4.545 4 4.545
8. DTL Fueling/Loco Svc 15 4.261 15 4.261 15 4.261
9. Car Shop Tracks 3 3.665 3 3.665 3 3.665
10. Loco Service & Insp. --- --- 12 9.091 --- ---
11. Rip Tracks 27 10.341 32 11.667 32 11.667
12. Run-around Tracks --- --- 80 167.080 -- ---
13. Hump Yard Lead Tracks 11 5.691 11 5.691
14. Addl. Int. Tracks
Existing Yards 10 42.993
15. Addl. Interchange Yards 87 143.850 104 187.550 96 162.850
16. Total 1,467.194 2,109.908 1,815.934
Source: TPI Rebuttal workpaper “TPIRR Yard and Interchange Track Comparison.xIsx”

3. Track Miles and Weight of
Track

According to CSXT, its “Reply evidence provides the additional main line, secondary

track, interchange tracks and yard tracks that the TPIRR would need to serve its selected traffic

153

group.
Rebuttal Table 111-B-4 below compares TPI’s Opening and CSXT’s Reply TPIRR track

miles.

% See, CSXT Reply, p. I11-B-14.
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Rebuttal Table 111-B-4
Comparison of TPIRR Track Miles — TPl Opening and CSXT Reply
TPI CSXT Difference
Description Opening” Reply? Cols (3)-(2)
@ @ 3) @
1. Main Line Track
a. Single Main Line (incl. branch lines) 6,865.94 6,911.87 45.93
b. Other Main (incl. sidings) 3,353.29 3,371.57 18.28
2. Other
a. Helper Pocket and Setout Track 136.10 136.10 0.00
b. Customer Lead Track 0.00 63.71 63.71
3. Yard and Interchange Track 1,467.19 2,10991 ¥ 642.72
4. Total Track Miles 11,822.52 12,593.16 770.64
1/ TPI Opening, p. I11-B-5, Table 111-B-2.
2/ CSXT Reply, p. 111-B-15, Table 111-B-3.
3/ CSXT total of 2,099.705 miles plus 10.203 miles for the Curtis Bay Coal Terminal.

a. Main Line Track

CSXT accepts TPI’s track specifications for main lines.
I.  Single Main
CSXT adds 45.63 single main line track miles for partially-owned lines and 0.3 miles for
the Rose Lake Yard extension. As discussed above, TPI accepted these 45.93 additional miles.

ii. Other Main and Sidings

TPI’s other main and siding miles in Opening were determined from its RTC Model. On
Reply, CSXT adds 18.28 miles of other main track and sidings that it claims are required to serve
the TPIRR’s selected traffic group, consisting of 6.99 miles of third main leading into Radnor
Yard in Nashville, TN and 11.29 miles of second main between Blue Island Yard, IL and
Bedford Park IM, IL. However, CSXT’s Reply RTC Model shows that the 6.99 miles of third
main leading into Radnor Yard is not utilized and, therefore, is unnecessary.>* On Rebuttal, TPI

included the 11.29 miles of second main between Blue Island Yard, IL and Bedford Park IM, IL.

> TPI's Rebuttal RTC Model did not require this 6.99 miles of third main either.
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On Rebuttal, as explained in Rebuttal Part 111-C, TPl made a few modifications to its
RTC Model simulation in response to CSXT’s valid criticisms in Reply. The results of those
modifications (both additions and deletions) result in a total of 3,353.38 miles of other main
track and siding on Rebuttal.

b. Branch Line Track

CSXT accepts TPI’s track specifications and track miles for the TPIRR’s branch lines.>

c. Other

I. Helper Pocket and Setout
Track

CSXT accepts TPI’s locations and specifications of setout and helper pocket tracks.

ii. Customer Lead Track

On Reply, CSXT added 24 lead tracks totaling 63.71 miles to access 52 customers on the
TPIRR.*® TPI included these track miles on Rebuttal.>’

d. Yard Track

Yard track was discussed previously.

e. Rebuttal TPIRR Track Miles

As discussed above, and below, TPI added track miles where appropriate. Rebuttal Table
I11-B-5 below, summarizes the TPIRR track miles presented by TPI in Opening and compares

CSXT’s Reply track miles to those included by TPI on Rebulttal.

%5 See, CSXT Reply, p. 111-B-16.

% See, CSXT Reply workpaper “Customer Lead Tracks.xIsx.”

> As CSXT included the customer tracks as yard tracks, TPI has added them to its Rebuttal Yard Matrix. See, TPI
Rebuttal workpaper “TPIRR Yard Matrix Rebuttal Grading.xlsx,” tab “TPIRR Yards.”
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Rebuttal Table 111-B-5
Comparison of TPIRR Tracks Miles -
TPI1 Opening, CSXT Reply and TPI Rebuttal

TPI CSXT TPI Difference
Description Opening" Reply? Rebuttal’  Cols (3)-(4)
1) ) @) (4) ()

1. Main Line Track
a. Single Main Line (incl. branch) 6,865.94 6,911.87 6,911.87 0.00
b. Other Main (incl. sidings) 3,353.29 3,371.57 3,353.38 18.19

2. Other

a. Helper Pocket and Setout Track 136.10 136.10 136.10 0.00
b. Customer Access Sidings 0.00 63.71 63.71 0.00
3. Yard and Interchange Track 1,467.19 2,109.91 1,815.93 293.98
4. Total Track Miles 11,822.52 12,593.16 12,280.99 312.17

1/ TPI Opening, p. I11-B-5, Table 111-B-2.

2/ CSXT Reply, p. 111-B-15, Table 111-B-3 plus 10.203 miles of yard track for the Curtis Bay Coal
Terminal.

3/ TPI Rebuttal workpapers “TPIRR Route Miles Rebuttal Grading.xlIsx,” tab “Sticks” and “TPIRR Yard
Matrix Rebuttal Grading.xlsx, tab “TPIRR Yards.”

4. Joint Facilities

On Opening, TPI included 490.07 miles of joint facilities and privately-owned track. On
Reply, CSXT accepted TPI’s miles of joint facilities and privately-owned track but added two
(2) additional joint facilities segments. First, CSXT added 2.0 miles of track over the TRRA in
East St. Louis to connect the TPIRR to TRRA’s Madison Yard. Second, CSXT added 12.60
miles over the IHB from Bedford Park IM, IL to Bensenville, IL in order for the TPIRR to
interchange with the UP at Proviso, IL and the CN at Bensenville, IL in the same manner as
CSXT does today.

On Rebuttal, TPI accepted these additional two (2) joint facility segments. Total joint

facility and privately-owned track for the TPIRR equals 505.57 miles.>®

%8 In the Part I11-B-1-a discussion of route miles, 45.63 miles of joint facility segments were re-classified as
partially-owned segments based on CSXT’s percentage ownership. These segments are also still joint facility
segments as they are covered by maintenance and operating agreements.
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5. Signals and Communications
System

TPI equipped the TPIRR with a Positive Train Control system (“PTC”) from the outset of
operations in July 2010. CSXT accepts PTC from the outset but claims that, because TPI would
be a “trailblazer,” additional costs would be incurred “to make that system interoperable with
other railroads by 2015.7°°

CSXT claims that TPI’s PTC will require additional interoperability costs and modifies
the costs for material and installation of communications and microwave systems to account for
multi-directional locations and space limitations.

CSXT also takes issue with TPI’s spacing and construction of microwave towers.

Signals and communications system costs are addressed in Rebuttal Part 111-F-6.

6. Turnouts, FEDs and AEI
Scanners

CSXT accepts TPI’s turnout specifications, number and placement of Failed Equipment

Detectors (“FEDs”), and number and placement of AEI scanners.®°

* See, CSXT Reply, p. I11-B-24.
% See, CSXT Reply, p. I11-B-25.
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III. STAND-ALONE COST

C. STAND-ALONE RAILROAD
OPERATING PLAN

This section of TPI’s Rebuttal Evidence responds to CSXT’s Reply evidence on the
TPIRR’s operating plan. This section also responds to CSXT’s Reply Evidence related to the
RTC Model simulation of the TPIRR’s operations conducted by TPI, as well as the “MultiRail”
model used by CSXT to create its car classification and blocking plan for the TPIRR.

On Opening, TPI presented an operating plan sponsored by Richard McDonald, who has
42 years of railroading experience in varied and increasingly responsible operating positions with
the New York Central, Penn-Central, and Chicago and Northwestern Railroads. CSXT’s Reply
is highly critical of that operating plan, which it describes as “a series of ‘automated’ analyses,”!
and proffers a completely new plan concocted from scratch based upon output from the
MultiRail software program. On Rebuttal, TPI asked several additional operating experts to
review TPI’s Opening operating plan, CSXT’s critique of that plan, and CSXT’s alternative
MultiRail-based plan.

John Orrison has worked in the rail industry since he was a Norfolk Southern college
intern in 1976. Upon graduating, he went to work for NS as a Project Engineer for three years
and continued as an intern while attending Harvard Business School. He then worked for CSXT
from 1985-2002, in over ten different capacities, beginning as an Assistant Terminal Trainmaster
at CSXT’s Hamlet, NC hump yard, and subsequently serving in such operating positions as
Division Superintendent—Detroit Division, Vice President—Service Design, and culminating as
Vice President—Network Planning. His many responsibilities included supervising and

managing the development of CSXT’s train profiles, freight car blocks and freight car

1 See, CSXT Reply, p. III-C-4.
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disposition rules, and implementing new operating plans to integrate Conrail and CSXT lines and
operations. Most notably, Mr. Orrison was an operating witness for CSXT in the STB’s Conrail
acquisition proceeding’ and he continued consulting for CSXT in the Conrail proceeding after he
left CSXT’s employ. After spending two years as Executive Vice President—Strategic Planning
for Pacer Stacktrain, Mr. Orrison served as Assistant Vice President—Service Design &
Performance for BNSF from 2005-12, where he led and directed the BNSF Merchandise Service
Design & Performance team.

Mr. Orrison has confirmed that TPI’s process for developing its operating plan based
upon historical train movements and blocking plans is feasible and is used by real world
railroads. Moreover, he has identified serious flaws in CSXT’s process for developing its
alternative operating plan. Finally, in his various operating roles, Mr. Orrison has extensive
experience working with MultiRail and has determined that CSXT’s application of MultiRail in
this case is inefficient and has not provided complete trip plans for all of the TPIRR’s traffic.

TPI also engaged the consulting firm of R.L Banks & Associates, Inc. (“RLBA”) to
review CSXT’s development of dwell times for yard receiving and departure tracks. The RLBA
team was led by Stephen M. Sullivan, who has 25 years’ experience working with Class I
railroads and 13 years with the American Short Line and Regional Railroad Association. His
experience includes several operating positions with Conrail, starting as a conductor and
brakeman in New York, then a terminal trainmaster where he supervised operations at the
Stanley hump yard in Toledo, OH, and finally as District Superintendent of Operations
overseeing Conrail’s northwest Ohio and southwest Michigan operations. The other team

members from RLBA are John McLaughlin, who has over 18 years of experience with Conrail,

2 CSX Corp. and CSX Transp., Inc., Norfolk Southern Corp. and Norfolk Southern Ry. Co.—Control and

Operating Leases/Agreements—Conrail Inc. and Consolidated Rail Corp., STB Finance Docket No. 33388.
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and Walter H. Schuchmann, who previously worked for NS as an operating and safety officer
and supervised commuter, intermodal, and merchandise freight operations in Chicago.

The RLBA team has evaluated CSXT’s yard infrastructure and operations evidence and
has identified flaws in CSXT’s methodology and the addition of gold-plated infrastructure. They
discuss ways that efficient railroads operate yards in the real world to address surges in traffic
without all of the extra infrastructure that CSXT adds to the TPIRR to handle such traffic.

CSXT’s critique of TPI’s operating plan is loaded with hyperbole and a multitude of
distortions and inaccuracies. Furthermore, despite the multitude of criticisms in CSXT’s
narrative, its work papers frequently employ the very same methodologies and adopt the very
same evidence as TPI’s Opening. In many areas, CSXT’s evidence is disjointed and
inconsistent. Most significantly, despite its claims to the contrary, CSXT has not attempted “to
correct the deficiencies in [TPI’s] operating plan rather than proffering an entirely separate

plan...””

Instead, CSXT devises a different operating plan based upon MultiRail, and then
attempts to dress it up as a “correction” to TPI’s operating plan. CSXT, in fact, has created one
operating plan predicated upon MultiRail, but then modeled a completely different operating
plan in the RTC simulation that is based upon TPI’s Opening operating plan. Consequently,
CSXT has created a complete mismatch between its MultiRail and RTC analyses that cannot be
used to develop any meaningful operating statistics for the TPIRR or to demonstrate the
feasibility of CSXT’s operating plan. See Part II1.C.1.a.

The height of CSXT’s hyperbole is its charge that TPI omitted 44,694 local trains from

its opening train list, which included 42,208 local trains. See Part II1.C.2. If that were true,

3 See, CSXT Reply, pp. I1I-C-7-8.
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CSXT’s “corrected” local train list for the TPIRR should contain 86,902 local trains,’ when in
fact CSXT’s “corrected” list contains just 48,148 local trains. The local trains added by CSXT
constitute just one of the three groups of allegedly missing trains identified by CSXT.
Specifically, CSXT added 5,940 “On/Off-SARR” local trains but did not add any of the 28,860
industrial yard trains or any of the 9,894 “Other” local trains that it spends over 25 pages of
narrative to criticize TPI for omitting. Furthermore, although CSXT modeled a peak period train
list derived from its corrected TPI local train list of 48,148 Base Year trains in its Reply RTC
simulation, CSXT created an entirely different local train list for its development of operating
expenses in Reply based on its MultiRail analysis.

It is important to understand that while the train list CSXT used to develop train
operating statistics and expenses in Reply (i.e., CSXT’s “Reply train list””) was developed as part
of its MultiRail analysis, the Reply train list is not the same as—and in fact is merely a subset
of— CSXT’s MultiRail train list. CSXT’s inclusion of both its Reply train list and its MultiRail
train list is confusing by design. In fact, CSXT’s failure to disclose in its Reply narrative that its
Reply train list is merely a subset of its MultiRail train list serves to imply that the two are the
same. Review of CSXT’s workpapers reveals that they are not. In the MultiRail train list, CSXT
included 28,860 industrial yard trains. CSXT included these trains in its MultiRail train list in an
apparent attempt to justify its claim that TPI should have included them in its Opening train list.
As discussed in greater detail below, TPI could not possibly have included these trains because
CSXT conjured them from thin air in developing its Reply evidence. Furthermore, CSXT failed
to assign any cars to roughly half of these trains in its MultiRail analysis. Nonetheless, CSXT

did not include any of the 28,860 industrial yard trains from its MultiRail analysis in its own

* 42,208 local trains in TPI Opening plus 44,694 allegedly missing trains.
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Reply train list that it used to develop operating statistics and expenses. Rather, CSXT’s Reply
train list includes only 60,788 local trains.

Although CSXT’s Reply train list contains 60,788 local trains, that is still 30 percent less
than 86,902 local trains. Moreover, there is no connection between CSXT’s Reply and RTC
train lists, i.e., the smaller RTC list is not a subset of the larger Reply list. See Part II1.C.1.a.
CSXT does not offer any explanation for its failure to add all of the allegedly “missing” trains.
However, its failure to do so demonstrates that the trains were properly omitted from TPI’s
opening train list. CSXT offers no justification for its creation of two unrelated train lists,
because there is no compelling reason for it to have done so.

TPI explains that it intentionally omitted all of the allegedly “missing” local trains. First,
TPI treated the 5,940 On/Off-SARR local trains as trains moving cross-over traffic that the
residual CSXT would handle over the entire local train route from the classification yard to the
customer rather than creating inefficient en route interchanges of local trains. However, because
CSXT seems to have no objections to interchanging local trains, TPI has added those local trains
to its rebuttal operating plan. See Part I11.C.2.a.

Second, TPI continues to exclude the 28,860 industrial yard trains from its local train list
because: (1) yard trains are not local trains, (2) CSXT also has not included yard trains in either
its MultiRail or “Corrected TPI Opening” local train lists, and (3) both TPI and CSXT have
accounted for industrial yard trains in a separate analysis, which would result in a double-count if
the yard trains also were included in the local train list. See Part I11.C.2.b.

Third, TPI excluded the 9,894 “Other” missing trains in Opening either because they do
not handle the TPIRR’s traffic according to CSXT’s own traffic data, they are On/Off-SARR

locals, they handled only a few empty cars, or they simply moved empty (usually railroad
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owned) equipment within a yard at a dispatcher’s discretion, an operation that will be handled by
yard trains in both TPI’s and CSXT’s operating plans. On Rebuttal, TPI has conservatively
added 5,433 of these “Other” trains based solely upon CSXT’s Reply explanations, for which
CSXT offered no definitive proof that its claims were factual. Specifically, TPI added all of the
trains repositioning empty cars, all of the On/Off-SARR trains, and a subset of the remainder that
CSXT describes as local switchers that provide switching at customer facilities even though
CSXT’s traffic data does not indicate that they provide such service to the TPIRR’s traffic. TPI
is being extremely conservative in adding these local switchers because its operating experts—all
with real world experience—universally note that running locomotives “light,” as CSXT
proposes, is an inefficient and infrequent occurrence, and railroad management discourages
trainmasters and dispatchers from allowing such operations. CSXT has not offered any
justification for adding the balance of these “Other” local trains. See Part II1.C.2.c.

CSXT’s attack on TPI’s use of internal (so-called “leapfrog”) cross-over traffic is mostly
a thinly-disguised attack on cross-over traffic in general. See Part II1.C.3. Internal cross-over
traffic is traditional overhead cross-over traffic, except that the residual incumbent is the bridge
carrier instead of the SARR. If the bridge carrier is overcompénsated for its services in handling
overhead cross-over traffic, as CSXT and other Class [ railroads have argued in prior maximum
rate cases and Board rule making proceedings in scenarios where the SARR is the bridge carrier,
then it must be true regardless of whether the SARR or the residual incumbent is the bridge
carrier. However, the bridge carrier is neither overcompensated nor undercompensated, because
the Board’s ATC revenue allocation model is cost-based and revenue neutral by design.
Therefore, if overhead cross-over traffic does not violate SAC principles, neither can internal

cross-over traffic. TPI has rebutted each of CSXT’s objections to internal cross-over traffic and
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shown that it is consistent with SAC principles and the overall objectives of cross-over traffic in
general. Furthermore, TPI shows that internal cross-over traffic can and does occur in the real
world, such as the bridge service that Montana Rail Link provides for BNSF across nearly the
entire state of Montana, and similar arrangements between NS and various regional carriers in
the Northeast US. Finally, TPI demonstrates that, without internal cross-over traffic, the SAC
process will become too impracticable, complex and expensive to be an effective regulatory rate
constraint for carload traffic.

CSXT again resorts to hyperbole to criticize TPI for not developing a new car
classification and blocking plan for the TPIRR. See Part II1.C.4. Although CSXT begrudgingly
acknowledges the Board’s recent holding in SumBelt that a complainant can adopt the
incumbent’s classification and blocking plan, as TPI has done, CSXT alleges that TPI’s Peak
Year volumes require adjustments to that blocking plan. But Mr. Orrison explains that real
world railroads don’t change their basic blocking plans simply because volumes change because:
(1) volumes are constantly changing, and (2) blocking plans are designed to accommodate
normal changes in traffic levels. In fact, Mr. Orrison observes that much of CSXT’s current
blocking plan is recognizable from when he worked for CSXT 20 years ago. Although railroads
frequently tweak their blocking plans to address temporary phenomena (e.g., severe storms, track
maintenance) and seasonal traffic patterns, wholesale changes occur only to address
infrastructure changes or major shifts in traffic patterns. Because the TPIRR operates the same
trains with the same consists as CSXT over the same routes and through the same yards in the
same locations to serve the same customers as the real world CSXT, there is no need to create
new blocking plans. Furthermore, because TPI sizes its infrastructure for handling its Peak Year

traffic volume in the same blocks and trains, there is no need to change the blocking plans to
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accommodate the infrastructure, even though the real world CSXT might need to do so because
of its sunk infrastructure in order to avoid capital expenditures.

CSXT challenges TPI’s claim that it operates the same trains over the same routes as
CSXT on the specious ground that TPI rerouted 1.3 million carloads in the Base Year. But those
internal (i.e., on-SARR) reroutes are merely the consolidation of traffic that moves over parallel
lines, generally in urban areas. Because those reroutes are not long distances and every train
originates and terminates in the same yards on the TPIRR as they do on the real world CSXT,
those reroutes do not require a new blocking plan. See Part I11.C.4.

Furthermore, although CSXT argues that TPI’s use of internal cross-over traffic
precludes the use of CSXT’s blocking plaﬁs, CSXT doesn’t explain why. Internal cross-over
traffic does not impact blocking plans because the TPIRR interchanges all cross-over traffic,
including internal cross-over traffic, either (1) by interchanging the entire train, which does not
require any blocking or classification; or (2) by interchanging traffic between trains at the same
yards and in the same blocks where that traffic is switched from train to train in the real world.
In the second scenario, the only difference between the SAC analysis operations and the real
world operations is that one of those trains is now operated by the TPIRR and the other by the
residual CSXT. See Part II1.C.4.

Lastly, CSXT contends that TPI cannot rely upon CSXT’s real world blocking plan
because it has reduced the TPIRR’s infrastructure and staffing from real world CSXT levels. In
some instances, TPI accepts CSXT’s criticism and makes appropriate adjustments to its staffing
and infrastructure. In other instances, although TPI rejects CSXT’s criticism, it nevertheless
adopts CSXT’s reply evidence because doing so is largely inconsequential and would reduce the

number of disputes. For example, although TPI disagrees with CSXT’s criticism of how TPI
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calculated the number and length of classification tracks, TPI has accepted all of CSXT’s reply
evidence on classification tracks for both hump and flat yards on the TPIRR. TPI also has
accepted CSXT’s addition of five yards, customer lead track, and RIP tracks. See Part III.C.5.
TPI accepts CSXT’s criticism that TPI’s Opening dwell times on yard receiving and
departure tracks are understated. See Part IIL.C.5.b.ii. But CSXT itself has provided
inconsistent and disjointed evidence of dwell times. For hump yards, CSXT has estimated 5.0
hours of dwell time for both arriving and departing trains and CSXT properly has used those
dwell times in its RTC simulation. Therefore, although TPI disagrees with CSXT’s dwell time
estimates for hump yards, TPI nevertheless has accepted them and incorporated them into its
RTC model. For flat yards, CSXT also has estimated 5.0 hours of dwell time for departing
trains, but in contrast, it has not presented evidence of a dwell time for arriving trains. Nor does
TPI agree that 5.0 hours is reasonable or realistic for trains departing flat yards. Furthermore,
CSXT has not consistently modeled the same dwell times in its RTC simulation for arriving and
departing trains. For most flat yard train events, CSXT has used the same dwell times as TPI did
in Opening, which leads to the conclusion that CSXT has accepted those dwell times. Therefore,
because CSXT’s Reply RTC model contains the only complete source of flat yard dwell times,
TPI has accepted those dwell times and incorporated them into its rebuttal RTC simulation.’
Moreover, because a defendant “cannot protest that an input into the RTC model is flawed
without showing the consequence of changing that input on the output of the model,” the only
dwell time evidence that the Board may consider are the dwell times that CSXT actually has

modeled, which are the dwell times that TPI also has adopted on rebuttal.’

> Otter Tail, slip op. at 19.
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Yet in other instances, TPI stands firmly behind its opening evidence. TPI rejects
CSXT’s evidence on yard receiving and departure tracks because it is based upon an unrealistic
academic analysis, with gold-plated assumptions, instead of the RTC model. Also, for
unexplained reasons, CSXT did not even attempt to model its estimated receiving and departure
tracks in its own Reply RTC simulation to determine their feasibility. In fact, CSXT’s own
Reply RTC simulation exposes the flaws in CSXT’s analysis because CSXT’s paper-based
formulaic track counts were insufficient at several yards (requiring CSXT to add tracks to its
RTC model).® But overall, CSXT’s formulaic receiving and departure track counts for all yards
in total far exceed what CSXT’s RTC model demonstrates is needed to handle the Peak Year
traffic. Therefore, consistent with precedent, TPI continues to use its Opening methodology of
determining receiving and departure tracks based upon the RTC model, except that TPI’s rebuttal
track counts are based upon its rebuttal RTC model, which includes additional trains and revised
dwell times. See Part II1.C.5.b.

Because TPI has included fewer yard classification jobs than the real world CSXT, CSXT
concludes that they are inadequate. But CSXT ignores the fact that the TPIRR will classify
fewer cars on a daily basis than CSXT, and thus it does not need the same number of yard crews.
CSXT has cherry-picked two examples of yards where TPI agrees it did not provide sufficient
classification jobs in Opening, and attempts to extrapolate that conclusion to TPI’s entire
evidence. TPI has reviewed all of the TPIRR yard classification jobs and found a similar
mismatch between the number of yard crews assigned and the number of cars classified at 12

other yards. Therefore, TPI has increased the crews assigned to those yards so that they have the

¢ See, TPI Rebuttal Exhibit ITI-C-1.
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same productivity level (i.e., cars classified per crew) as the real world CSXT. By that measure,
TPI’s rebuttal yard jobs are comparable to those of the real world CSXT.” See Part II1.C.5.¢.

TPI agrees with CSXT that TPI should have included yard support jobs for the TPIRR.
However, rather than blindly assigning the same number of support jobs that CSXT has in the
real world, TPI has scaled the number of support jobs to reflect the number of actual cars
classified in the TPIRR’s yards. This maintains the same level of productivity per support job as
the real world CSXT. See Part III1.C.5.e.1i.

CSXT tries to exploit TPI’s proposal to operate trains on the TPIRR with distributed
power as a flaw in TPI’s operating plan. Although CSXT asserts that distributed power (“DP”)
is inefficient for operations in the East, this assertion is belied by CSXT’s own decision to order
all future locomotives with DP capability. Despite these claims, CSXT accepts DP for the
TPIRR, but self-servingly claims that the residual CSXT will not agree to accept trains in DP
configuration and will require the TPIRR to reconfigure all locomotives on cross-over trains at
the interchange, thereby adding 45 minutes of dwell time. CSXT then argues that the extra dwell
time will render the service unacceptable to certain intermodal customers. But if that were to
occur, then certainly either the residual CSXT or TPIRR would agree to the other’s preferred
configuration in order to retain the business. Since CSXT is insisting that it will not accept DP
no matter what, on rebuttal, TPI has accepted CSXT’s preferred head-end configuration for all
cross-over trains, thus rendering CSXT’s objections to DP moot and avoiding the additional

dwell time imposed by CSXT. See Part III.C.11.a.

7 CSXT also criticizes TPI for not assigning any yard classification jobs to some yards. But neither does CSXT in

either the real world or its reply evidence. TPI and CSXT both assume that road crews will classify cars at these
yards. Although CSXT claims that TPI’s dwell times are too short for road crews to do this work, TPI has
adopted CSXT’s reply dwell times, thereby providing sufficient time.
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CSXT claims that TPI has not properly accounted for its reciprocal obligations to
connecting carriers. First, CSXT repeats its objections to DP, but ultimately it does not propose
any changes to address its complaints. Second, CSXT objects to certain adjustments that TPI
made to the cars classified at certain interchange locations. Third, CSXT disparages TPI’s
evidence regarding fueling locomotives used in interline service, but then accepts TPI’s
methodology for calculating fuel costs for these locomotives. TPI has accepted the second
criticism and removed those adjustments in Rebuttal. Because CSXT has accepted TPI’s
evidence on the first and third issues despite its complaints, TPI retains its Opening positions.
See Part IIL.C.11.

Finally, CSXT criticizes TPI’s RTC simulation primarily for the same reasons, discussed
above, that it criticizes TPI’s operating plan (e.g., missing trains, unrealistic dwell times). TPI
has addressed all of those criticisms in its Rebuttal RTC simulation as described above. TPI also
has made adjustments in response to a few additional CSXT criticisms, such as the maximum
train speed for crude oil unit trains. See Part I11.C.13.

In contrast, CSXT’s RTC simulation fails to even model its MultiRail-based operating
plan. See Part III.C.1.a. CSXT did not model any of its MultiRail trains. Instead, CSXT
modeled a peak period train list derived from TPI’s opening train list, plus just 5,940 of the local
trains and 11 industrial yard trains that TPI allegedly missed. The total number of trains
modeled in the RTC simulation is far smaller than those in the MultiRail analysis and there is no
connection between them but for some common train symbols. Because CSXT’s MultiRail
analysis assigned traffic to different blocks and trains than those in the RTC simulation that
actually moved the traffic historically, it created a disconnect between the RTC simulation and

the MultiRail-generated trains to which CSXT assigned the traffic in its operating plan. In
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contrast, TPI added another 5,433 local trains to its Rebuttal train list in addition to the 5,940
CSXT added in Reply (53,581 local trains in Rebuttal), modeled them in RTC, and developed
operating expenses based on them.

Furthermore, CSXT did not model all of its yard dwell times for arriving and departing
trains, or its yard departure and receiving tracks in the RTC simulation. Consequently, CSXT
has failed to model its operating plan in the RTC simulation to demonstrate its feasibility or to
develop appropriate operating statistics to determine the TPIRR’s operating costs. See Part
MI.C.5.b.iii.

In summary, CSXT’s Reply is wrong or greatly exaggerated on nearly all counts. TPI’s
Opening evidence was sound and complete. To the extent that CSXT’s overblown rhetoric
includes legitimate criticism, TPI has made adjustments in this Rebuttal evidence. TPI addresses
in greater detail each of the issues raised by CSXT in the remainder of this Rebuttal Part III-C

under the following topical headings:

1. CSXT’s Operating Plan is Fatally Flawed
2. CSXT Grossly Exaggerates the Number of Trains “Missing” From TPI’s Operating
Plan
3. Internal Cross-Over Traffic
4. Car Classification and Blocking Plan
5. Yard Service Plan
6. Customer Lead Tracks
7. Peak Year Train Development
8. Train Size and Equipment Issues
9. Crew Districts and Crew Requirements
10. Repair, Inspection, Fueling and Communication Functions

11. Reciprocal Obligations

12.  Crude Oil Practices

13. Rail Traffic Control Model (“RTC”)
14. Transit Times
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1. CSXT’s Operating Plan is Fatally
Flawed

In the recent DuPont and SunBelt decisions, the Board reaffirmed its long-standing
requirement that “the defendant in a SAC case...make any necessary corrections to the
complainant’s opening evidence rather than submitting something entirely new on reply, to avoid
having operating plans so different as to impede comparison.””® CSXT claims that, “mindful of
the Board’s preference that a defendant railroad attempt, wherever possible, to correct the
deficiencies in the complainant’s operating plan rather than proffering an entirely separate plan,
CSXT presents this Reply Evidence in the form of a series of corrections and adjustments to
TPI’s fatally flawed operating plan.” Elsewhere, CSXT claims that it “has endeavored to
correct and supplement deficient TPI evidence rather than starting anew” and has “accepted
TPI’s manifestly deficient plan as the starting point to build a plan that would appropriately serve
the needs of TPIRR’s traffic.”’® But that is not what CSXT has done. Instead, CSXT has
cobbled together a mixture of evidence based upon two (2) unrelated and irreconcilable
operating plans—TPI’s Opening plan basg:d on analysis of historical traffic data and CSXT’s
MultiRail plan—that it pretends are part of the same plan, in the apparent belief that either no
one will notice, or that the Board will simply take CSXT at its word without evaluating CSXT’s
evidence. Essentially, CSXT has proposed one (1) operating plan based upon MultiRail and
assorted academic analyses of dwell times and track capacities, but then has modeled a much

different operating plan in its RTC simulation that is based upon TPI’s Opening RTC model.

8 See, DuPont, slip op. at 41, citing Gen Procedures for Presenting Evidence in Stand-Alone Cost Rate Cases, 5

S.T.B. 441, 446 (2001). See also, SunBelt, slip op. at 13.
?  See, CSXT Reply, pp. I1I-C-7-8 and note 22, citing SunBelt at 13 and DuPont at 41.
1% See, CSXT Reply, p. I-14.
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Although this is but the primary example, CSXT has presented a disjointed and
incoherent operating plan for the TPIRR in many other ways. While CSXT “talks the talk,” it
does not “walk the walk.” In several instances, CSXT criticizes elements of TPI’s operating
plan, but then retains those same elements in its own operating plan without even acknowledging
that it is doing so. In other instances, CSXT makes only partial changes, again without
acknowledging what changes it has not made. In still more instances, CSXT purports to make
changes in its narrative but does not model those changes in its RTC simulation. TPI addresses
the details of each such instance in the relevant portions of Part III-C that defend TPI’s own
operating plan for the TPIRR.

In the following subsections, TPI demonstrates that CSXT’s operating plan must be
rejected on two independent grounds. First, CSXT has not in fact modeled its operating plan in
the RTC simulation, thereby failing to prove the feasibility of its plan or to develop meaningful
data to determine appropriate operating expenses. Second, CSXT’s MultiRail analysis contains
multiple flaws that are evident from TPI’s limited ability to review that analysis—which TPI
cannot modify'—because of the limited functionality of the read-only version of the software
served upon TPI but not filed with the Board.

a. CSXT has Not Modeled its Operating
Plan in its Reply RTC Simulation

This section focuses upon ‘CSXT’s failure to model its operating plan in its RTC
simulation and the fatal consequences of that failure upon CSXT’s Reply operating plan. CSXT
commits three (3) fatal errors. First, CSXT has not modeled the trains from its MultiRail-based

operating plan in its Reply RTC simulation. Second and third, it has not modeled its Reply dwell

I Because TPI cannot modify CSXT’s Reply analysis, TPI is unable to quantify the impact of CSXT’s modeling
decisions on its Reply SAC analysis.
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times, or the yard receiving and departure tracks developed from those dwell times, in its RTC
simulation. CSXT’s failure to model these three (3) major components of its operating plan in
its RTC simulation means that that it has not demonstrated the feasibility of its operating plan.
The RTC model plays a critical role in the development of a SARR’s operating plan. The
parties use the RTC model “to determine the feasibility of the [TPIRR’s] operating plan and
develop key operating characteristics of the SARR.”"? Specifically, the RTC model permits the
proponent of each operating plan “to both test the adequacy of the configuration (to make sure
the [SARR] would have sufficient capacity to handle the peak forecast demand) and then to
derive the segment-by-segment cycle times (which it then use[d] to develop the operating costs
of the [SARR] in the Base Year).””* Therefore, a defendant “cannot protest that an input into the
RTC model is flawed without showing the consequence of changing that input on the output of
the model.”"* CSXT has not adhered to this maxim because it has not input into its RTC model:
(1) the trains that it contends the TPIRR must operate; (2) the flat yard dwell times that it
contends are necessary to operate those trains;” or (3) the yard receiving and departure tracks

that it contends are needed to hold those trains. Consequently, because CSXT did not model its

operating plan in its RTC simulation. it has not demonstrated the feasibility of its operating plan

or developed appropriate operating statistics upon which to base the TPIRR’s operating and road

property investment expenses.

CSXT attempts to show that it has “corrected” TPI’s operating plan, rather than starting
from whole-cloth, by modeling TPI’s Opening train list in its RTC simulation. But despite

claiming that TPI omitted 44,694 Base Year local trains, CSXT’s “corrected” TPI train list adds

2 AEPCO, slip op. at 28.

B WFA I, slip op. at 16.

Otter Tail, slip op. at 19.

See, TPI Rebuttal workpaper “CSXT RTC Dwell Frequency by Yard Type and Stop Type.xlsx”.

_
(TN

II-C-16



PUBLIC

just 5,940 local trains, which is just 13 percent of the allegedly missing local trains.”® This fact is
fatal to CSXT’s claims that TPI omitted any larger number of local trains because CSXT has not

input those trains into its RTC model train list. The far more significant fact for CSXT’s

operating plan, however, is that the train list in its RTC simulation is not the train list in its

MultiRail-based operating plan.

TPI created its Opening train list from actual historical trains that CSXT’s own traffic
data indicates handled the TPIRR traffic in the Base Year. In contrast, CSXT developed its
MultiRail train list very differently. CSXT could have adjusted TPI’s opening train list by
simply adding the specific historical trains it alleges TPI improperly excluded. However, rather
than make this straightforward adjustment to TPI’s evidence, CSXT developed and input an
entirely different train list into MultiRail that is comprised of nearly every train (road and local)
listed in CSXT’s Base Year train profiles that conceivably could have handled TPIRR’s traffic,
regardless of whether they actually did so or are needed to do so, and a handful of trains that do
not appear in the train profiles data at all. Moreover, CSXT input all of those trains into
MultiRail based on an unproven presumption that they would all be required to move the TPIRR
traffic, and then assigned MultiRail-generated TPIRR traffic blocks to some of the trains.
MultiRail did not assign every car to the same block, or every block to the same train, on which
it actually moves in the historical trains included in the RTC model. Furthermore, because
MultiRail assigns cars on an average basis, it spread the TPIRR’s traffic evenly across every

potentially available train over the course of the entire MultiRail simulation period (year), thus

16 Although CSXT also models 11 yard trains in its peak period RTC simulation, it does not use the RTC model
outputs to develop operating statistics for those or any other yard trains. CSXT’s “Corrected TPI Opening Train
List” does not contain any yard trains. See, CSXT Reply workpaper “TPIRR Open Train Lists Corrected.xlsx.”
CSXT claims to have modeled “a sample of” 16 industrial yard trains in the peak week. See, CSXT Reply, p.
II1-C-173-174. However, CSXT’s workpapers indicate that it actually included only 11 such trains in its RTC
model.
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ensuring that every train would be operated regardless of how few cars were assigned to each
train. In fact, CSXT’s operating plan calls for over 10,000 local trains to be operated with no
consist whatsoever (i.e., light engine moves), and another roughly 5,000 road and local trains to
be operated with less than one carload! This destroys any pretense that CSXT has for claiming
that it has “corrected” TPI’s Opening evidence, or that CSXT has developed a “least cost, most
efficient” SARR.

Because the MultiRail trains are not the same trains that CSXT has modeled in its RTC
simulation, CSXT has neither demonstrated the feasibility of its MultiRail-based operating plan
nor developed meaningful operating statistics to determine the TPIRR’s operating expenses.
This disconnect is most obvious with regard to the TPIRR’s local trains. As previously noted,
CSXT claims that TPI omitted 44,694 Base Year local trains, but only added 5,940 of those
trains to its RTC simulation local train list, for a total of 48,148 local trains. In contrast, CSXT’s
MultiRail train list contains 60,788 local trains.”” Because CSXT did not model those 60,788
local trains in its RTC simulation, that simulation is meaningless to determine the feasibility of
CSXT’s operating plan.

In addition, CSXT cannot claim that its results are conservative because it rﬁodeled a
subset of its total train list. This is because the 48,148 historical local trains are not a subset of
the 60,788 trains CSXT conjured as part of its MultiRail analysis. They are mutually exclusive
train lists containing different trains moving different consists of cars serving a different mix of

customers over different routes. In fact, the local trains both TPI and CSXT modeled in RTC

7" See, CSXT Reply workpaper “BaseYearTrainComparison.xlsx”. For some of these MultiRail trains, there is no
traffic to assign at all, thereby confirming that they are not needed. For another group of MultiRail trains, the
annual consist is so small that MultiRail assigns only fractional cars to every train which adds up to just a
handful of cars over the course of an entire year. In other words, nearly every day of the year, those trains have
no consist even though CSXT includes them in its operating plan along with operating costs developed from its
RTC simulation of a vastly different group of trains.
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average 23 cars per train, while the local trains output from CSXT’s MultiRail analysis average
only 11 cars per train. CSXT’s RTC simulation is also meaningless for developing the operating
statistics that are essential to determining the TPIRR’s operating expenses. Despite this fact,
CSXT has done just that.

CSXT’s RTC simulation is disconnected from its MultiRail operating plan evidence in
two (2) other ways that further undermine its operating plan. First, as discussed in Part III.C.1.a
above, CSXT has not consistently modeled the dwell times on yard receiving and departure
tracks that it developed in its narrative. But a defendant “caﬁnot propose changes to yard times
without tracing the effect through the entire network.””® Consequently, CSXT’s failure to input
those dwell times into its RTC simulation precludes it from complaining about TPI’s dwell
times—which are the dwell times that CSXT modeled in its RTC simulation when it did not
model its Reply dwell time estimates—because CSXT “cannot protest that an input into the RTC
model is flawed without showing the consequence of changing that input on the output of the
model.”"’

Second, as discussed in Part III.C.5.b below, CSXT has not consistently modeled the yard
receiving and departure tracks—developed in large part from its revised dwell times—in its RTC
simulation. CSXT’s RTC model includes 43 yards that differ from CSXT’s proposed network as
described in its operating plan and investment calculations. Many of those yards in CSXT’s
RTC model contain less than half of the receiving and departure tracks that CSXT claims will be
necessary to handle its average daily traffic® According to CSXT’s RTC results, its investment

numbers are overstated in these instances because CSXT included more track than its RTC

8 Otter Tail, slip op. at 18.

¥ Id. at19.

? CSXT’s Reply Yard Model uses average daily statistics produced from MultiRail rather than peak period
statistics produced from actual CSXT traffic data.
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model indicates is required. Indeed, some of the yards CSXT included in its RTC model contain
as much as twice the number of tracks that CSXT has proposed to handle the TPIRR’s traffic.
An even greater indictment of the disconnect between CSXT’s operating plan and its RTC
simulation is the fact that the RTC simulation requires more yard departure and receiving tracks
to handle the peak week traffic at some yards than CSXT has included in its operating plan, thus
proving the infeasibility of CSXT’s operating plan for those yards. Cumulatively, however,
CSXT’s RTC simulation demonstrates that the TPIRR requires far fewer tracks than CSXT
includes in its operating plan, resulting in a gold-plated TPIRR.»'

Consequently, the RTC model cannot validate the feasibility of CSXT’s operating plan or
the operating and road property investment costs required to successfully implement its plan,
because the track usage at these 43 yards is not in balance with the tracks included in CSXT’s
investment. This indicates that the model CSXT has used to develop its yard receiving and
departure tracks is inferior to the RTC model for such purposes. While CSXT’s yard sizing
model uses simple averages, average dwell times, and basic train schedules to develop yard
receiving and departure tracks, the RTC simulation accounts for hundreds of other variables as
well as upstream and downstream traffic flows and their impact on yard requirements during the
peak time period. CSXT’s RTC simulation either only partially utilized the tracks at a yard
because the yard was overbuilt or utilized more tracks than CSXT included in its investment
calculations because the yard was underbuilt.”> This fundamental error impacts the entire
universe of CSXT’s RTC outputs, skewing the results of not only CSXT’s RTC model, but also

all calculations that rely upon the RTC simulation data as inputs.

*!' See, TPI Rebuttal Exhibit ITI-C-1.
2 See, TPI Rebuttal Exhibit III-C-1 and TPI Rebuttal workpaper “Insufficient CSX Yard Capacity Screen
Shots.zip”.
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When CSXT’s Reply RTC simulation is adjusted so that the yard receiving and departure
tracks match those included in CSXT’s Reply investment, major backups and congestion occur
and the model fails at 30 percent completion.” This illustrates the impact that an improper
configuration can have on the RTC model. Moreover, it demonstrates that CSXT’s proposed
investment cannot feasibly handle the traffic or operations designed by CSXT, and that CSXT’s
model is inadequate.

The RTC model only proves the ability of the track configuration (model input 1) to
accommodate the operating plan (model input 2), both of which are user inputs to the model.
CSXT’s failure to input the actual train lists, dwell times, and track configurations from its
operating plan into its RTC model means that the RTC simulation has no probative value. The
Board should reject CSXT’s Reply RTC simulation because it fails to represent both the network
configuration that CSXT claims would be required to handle its operations, and the operating
plan CSXT used to develop TPIRR’s operating expenses. In fact, CSXT’s Reply investment
costs cannot be connected to its RTC simulation in any meaningful way due to the multitude of
inconsistencies described above.* The foregoing deficiencies in CSXT’s evidence undermine its
major criticisms of TPI’s operating plan and prove that CSXT’s operating plan is fatally flawed.

b. The Board Should Reject CSXT’s

MultiRail Model, which is Neither
Optimal Nor Feasible®”

CSXT touts its operating plan as “least cost, most efficient” and feasible,* because CSXT

developed it using the MultiRail software program. But MultiRail is not an optimizer, as is

» See, TPI Rebuttal workpaper “CSXT Reply YD INV .zip”.

2 See, TPI Rebuttal workpaper “Yard Screen Shots.zip” and Rebuttal Exhibit III-C-1 and TPI Rebuttal workpaper
“Insufficient CSX Yard Capacity Screen Shots.zip” for further detail.

TPI Rebuttal workpaper “MultiRail Review.docx” contains MultiRail screenshots and information that support
the examples used in this section.

% See, CSXT Reply pp. III-C-57, 73.
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evident from the vast inefficiencies included in CSXT’s MultiRail model operating plan for
TPIRR. Also, MultiRail does not determine what is actually feasible. It will model traffic flows
only based on user-defined operational inputs and constraints, which may or may not match the
real world, and has the capability of modeling impossible scenarios, such as duplicate
movements of the same cars. Moreover, MultiRail does not model or demonstrate the need for
switching as CSXT implies. CSXT’s use of MultiRail is an attempt to constrain the Board’s and
TPI’s review of the evidence, which is clear from CSXT’s provision of MultiRail in a read-only
capacity without the ability to export data for further analysis, a function that CSXT heavily
relied upon when preparing its MultiRail evidence.

i. MultiRail Requires its User to Optimize
Blocking and Train Service Plans

CSXT’s assertion that the “MultiRail modeling tool . . . generate[s] blocking and train
service plans that are optimized to serve the specified traffic” is untrue. MultiRail is not an
optimizer. On its own, it cannot identify necessary blocks, trains, or network infrastructure,
optimal blocking, or optimal routing. It does not create blocks or trains or assess yard staffing,
locomotive planning, or car equipment distribution planning. It certainly does not replace a
human planner or apply its own judgment.

MultiRail is merely a time-saving accounting and reporting software tool. It automates
the process of assigning cars to blocks and blocks to trains based on user-input criteria. It also
automates report generation based on pre-defined report specification criteria.

Indeed, MultiRail requires user input at nearly every step of the plan-generation process.
For example, a user must input all traffic, network infrastructure, block definitions, and all train

profile activities that will be part of the operating plan and the myriad criteria that MultiRail uses
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to route the traffic. In addition, users may exercise varying levels of control over the layout and
content of reports that MultiRail generates.

User inputs dictate MultiRail’s outputs. If a user does not input appropriate blocks, cars
may not flow through to their destination.”” If a user does not input enough trains or inputs too
many trains, MultiRail may strand blocks or run trains empty. If a user applies routing penalties
that do not correspond to real world inefficiencies or constraints, MultiRail may avoid the most
efficient route in the real world or select efficient, but infeasible routes.

Thus, MultiRail did not generate CSXT’s blocking and train service plans for the
TPIRR—CSXT did. CSXT’s Witnesses dictated how inefficient the plans would be. Their
choices and judgments directly impact the efficiency and feasibility of the plans. The Witness’
decision to depart from CSXT’s historical operations by redesigning how traffic moves through
the TPIRR indicates the plans are not optimized for the real world, and it raises—but does not
answer—the question of whether the posited operations can effectively serve TPIRR’s shippers.

il. CSXT’s Evidence Confirms that it

Did Not use MultiRail to Generate
an Efficient Operating Plan

Inefficiencies that do not exist in CSXT’s real world operations abound in CSXT’s
MultiRail evidence. Thus, CSXT’s MultiRail blocking and train service plans are not the most
efficient plans for the TPIRR and should not be used to measure TPI’s operating plan.

In an attempt to demonstrate the efficiency of its MultiRail model, CSXT cites to the
reduction in peak-year manifest trains (compared to TPI’s road-train count) and its use of
MultiRail reports that identify unnecessarily circuitous routings and excessive car handlings.”

This tactic is misleading. First, MultiRail did not enable CSXT to reduce the number of manifest

27 CSXT experienced cars that failed to flow completely through the TPIRR. See, CSXT Reply, p. III-C-64.
2 See, CSXT Reply, p. I1I-C-64, 68.
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trains that TPI proposed by 2.5 percent. CSXT simply reduced the number of road trains
available to move the traffic compared to the real world train count. If TPI had used MultiRail in
Opening and reduced the number of road trains, CSXT surely would have claimed that result was
not realistic. In fact, in CSXT’s critique of TPI’s Peak Year train list, it complained that, “[t]he
notion that the TPIRR could accommodate a 20% increase in traffic with virtually the same
number of road trains as it operated in the Base Year is simply not credible.”” CSXT’s proposed
adjustment to this alleged shortcoming was to increase TPIRR’s Peak Year merchandise train
volumes by roughly three (3) percent compared to TPIRR’s Base Year merchandise train
volumes. Here however, CSXT boasts that is was able to accommodate CSXT’s historical traffic
base using thousands fewer road trains than CSXT in the Base Year.

Second, the MultiRail reports that identify circuitous routing and car handlings require
the user (CSXT) to determine what is unnecessary or excessive. The circuity report merely
identifies all blocks that do not travel the shortest route; the handlings report shows the number
of handlings for all blocks used to move a shipment from origin to destination.” A user must
manually evaluate the results to identify any “unnecessarily circuitous routings and excessive car
handlings.”®' Furthermore, this process is subjective. Ten (10) different users could come up
with ten (10) different adjustments when evaluating the same set of circuity and handlings
reports.

Alarming examples of gold plating that TPI Witness John Orrison discovered in CSXT’s
MultiRail peak-year model contradict CSXT’s claims that its model demonstrates the most

efficient service for TPIRR traffic. Perhaps the most obvious indicator of the vast inefficiency

» Id p. 1-C-175.
3% TPI Rebuttal workpaper “MultiRail Reports.docx.”
31 See, CSXT Reply p. 11I-C-64.
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that CSXT designed into its MultiRail models is its proposed local train network. CSXT

constructed the model using 60,788 local trains, 26 percent more than it included in its

“corrected” TPI Opening train list used for RTC purposes.” This discrepancy arises because

CSXT input into MultiRail train profile schedules, which include all potential train runs, not

those that actually are necessary to move the traffic efficiently. Thus, in CSXT’s MultiRail

model, every train runs every day it is scheduled, even if MultiRail has not assigned it a single

carload of traffic.

CSXT modeled unnecessary fractional-car trains. The thousands of CSXT MultiRail

trains that operate with only a fraction of a carload confirm that CSXT’s train service plan

operates vast numbers of light and, thus, unnecessary trains. For example:

e Trains A792 and A792A, combined, operate 365 days per year on the same route,
but haul only 21.9 cars each year.”® Thus, at least 343 of these train operations are
unnecessary (365-22=343).*

e Train B713 operates 365 days per year, but moves only 25.6 cars per year. Thus,
at least 339 of these train operations are unnecessary (365-26=339).

e Train A741 operates 261 days per year, but moves only 8 cars per year. Thus, at
least 253 of these train operations are unnecessary (261-8=253).%

e Train B211 operates 261 days per year, but moves only 10.4 cars per year. Thus,
at least 250 of these train operations are unnecessary (261-11=250).

e Train A714 operates 261 days per year, but moves only 18.3 cars per year. Thus,
at least 242 of these train operations are unnecessary (261-19=242).

32

33

34

35

Compare CSXT Reply workpaper “TPIRR Open Train Lists Corrected.xlsx” with CSXT Reply workpaper
“BaseYearTrainComparison.xlsx.”

TPI derives the cars per year figure from the maximum value of the “Est Cars” field in the MultiRail train
profile. This field displays the number of cars per operating day that a train will haul for each portion of its route.
See, TPI Rebuttal workpaper “MultiRail Car Counts.pdf”’, which is an e-mail from Oliver Wyman confirming
that “Est Cars” is a per train operation.

This traffic could also be assigned to Trains A789, which operates Monday-Friday, and A789A, which operates
Sunday, Monday, and Saturday, eliminating the need for A792 and A792A altogether. Note that the Monday
AT792A is a duplicate train that would not be used.

This traffic could be assigned A742, which operates the same days and across the same stations as A741.
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That these trains even exist in CSXT’s MultiRail modeling exercise is inconsistent with
CSXT’s narrative. CSXT claims that Witness Rodney Smith adjusted local trains as necessary
based upon the daily volume of merchandise cars and “the required level of service (i.e., does the
customer receive local service, three, five or seven days per week).””® If this were true,
thousands of trains would not run multiple days per week carrying only a fraction of a car each
day. Surely customers do not require—and would not pay for—train service for only a fraction
of arail car.

CSXT modeled trains that serve no traffic. Examples abound of local trains that
CSXT modeled in MultiRail without assigning any traffic to them.

e Trains A777 and A784 operate every day, A779 six (6) days per week, and A776
and A786 five (5) days per week from Taft, FL, on the same round-trip route, but
have no assigned blocks or traffic. Eliminating these trains will save 937
unnecessary train runs per year.

e Train H794 operates five (5) days a week, but has no assigned blocks or traffic
and does not stop to do work at any location on its route. Another train, H793,
provides service to the same locations, dwelling at most of them, and carrying
traffic. Thus, H794 can be eliminated, saving 260 unnecessary train runs per
year.

e Train A745 travels three and one half hours from Fairburn, GA, to Colpark, GA
and three hours twenty-five minutes back five (5) days per week, but has no
assigned blocks or traffic and dwells at Colpark for merely five (5) minutes.
Eliminating this train will save 260 train runs per year.

CSXT developed operating statistics and operating expenses for all of these local trains
despite that CSXT’s own plan did not require them to move any TPIRR traffic.
In addition, in an apparent attempt to give credence to its claim that TPI improperly

excluded thousands of industrial yard trains from its local train list, CSXT included thousands of

yard trains in its MultiRail modeling exercise without assigning any traffic to them.

36 See, CSXT Reply p. I1I-C-66.
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Trains Y150, Y250, and Y350 provide yard-job service every day between a yard
at Oakworth, AL and Decatur, AL, but haul no traffic. Instead, train Y101 hauls
the traffic between these points every day. Thus, Y150, Y250, and Y350 can be
eliminated, saving 1095 unnecessary train runs per year.”’

Trains Y122 and Y226 operate every day over the same route between Kayne
Avenue, TN, Vinehill, TN, and Nashville, TN, but have no traffic assigned to
them. Instead, CSXT has the TPIRR serve the same locations as these trains
using Y330. Eliminating Y122 and Y226 would save 730 unnecessary train runs
each year.

Trains Y150 and Y650 operate every day between Augusta, GA and Beech
Island, SC, but are not assigned any work or traffic even though CSXT claims
they historically serve TPIRR customers in and around Augusta.”® Instead, CSXT
assigns traffic between these points, and traffic to another Augusta destination, to
Y221 and F751, which both operate five (5) days per week. Eliminating trains
Y150 and Y650, and leaving Y221 and F751 to serve the traffic, would save 730
unnecessary train runs each year.

Although CSXT included these yard trains in its MultiRail analysis, CSXT did not

include them in its Reply train list that CSXT used to develop operating statistics and operating

expenses for the TPIRR. These yard trains are merely window dressing to support CSXT’s

bogus claim that TPI should have included yard trains in its local train list.

CSXT modeled duplicative trains. CSXT modeled many MultiRail trains to carry the

same traffic on the same day. Although this is impossible in the real world, it is possible in

MultiRail, and CSXT took advantage of this modeling flaw to unfairly burden the TPIRR.

Local trains B808 and B842 both operate on Tuesdays, Wednesdays, and
Thursdays on the same route carrying the same blocks of the same traffic,
resulting in 156 unnecessary train operations per year.

Local trains M721 and M721A both operate on Mondays, Wednesdays, and
Fridays on the same route carrying the same blocks of the same traffic, resulting
in 156 unnecessary train operations per year.

37 Train Y103, which moves a .67-car block every day from Oakworth to Decatur could also be eliminated, because
Y101 could handle this traffic. Eliminating train Y103 will save an additional 365 unnecessary train runs per

year.

¥ See, CSXT Reply, p. II-C-31. CSXT did not model these trains to travel to other Augusta points besides Beech
Island, despite its claims that they serve other Augusta customers.

I1-C-27



PUBLIC

Local trains M724 and M724A both operate on Mondays, Wednesdays, and
Fridays on the same route carrying the same blocks of the same traffic, resulting
in 156 unnecessary train operations per year.

Local trains M725 and M725A both operate on Tuesdays, Thursdays, and Fridays
on the same route carrying the same blocks of the same traffic, resulting in 156
unnecessary train operations per year.

Local trains F707 and F707A both operate on Tuesdays and Thursdays on the
same route carrying the same blocks of the same traffic, resulting in 104
unnecessary train operations per year.

Local trains A701 and A701A both operate on Thursdays on the same route and
carry the same blocks of the same traffic, resulting in 52 unnecessary train
operations per year.

CSXT’s duplicative train operations were not limited to local trains. CSXT also modeled

many line-haul merchandise trains to carry the same traffic on the same day. For example:

Q333 and Q333A both operate on Tuesdays and Thursdays on the same route
carrying the same blocks of the same traffic, resulting in 104 unnecessary train
operations per year.

Q686 and Q686A both operate on Mondays and Wednesdays on the same route at
the exact same times carrying the same blocks of the same traffic, resulting in 104
unnecessary train operations per year.

Multiple trains can be consolidated. Multiple local and line-haul merchandise trains

that CSXT includes in its peak-year MultiRail model duplicate either all or part of a route and

can be consolidated. TPI Witness John Orrison identified the following examples of trains that

could be consolidated without exceeding the maximum train length set in Multi-Rail.

Local train O706 can be consolidated into local train O705, eliminating 365 train
operations per year. Both trains operate in loops starting in Bradenton, FL, and
running by Oneco, FL. O705 carries only one block of 2 cars, from Bradenton to
Oneco, and O706 carries only one block of 2 cars, from Oneco to Bradenton.
Also, O706’s dwells, which are only at Oneco and Palmetto, FL, for a total of 20
minutes, can be added to O705’s dwells at these locations (oddly, CSXT has not
assigned any dwell time to O705 at Oneco, even though it sets out a block there).

Local train A741 can be consolidated into local train A742, eliminating 261 train
operations per year. A741 carries a maximum of 0.03 cars Monday through
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Friday between the same locations served by A742 on the same days, and the
trains depart the same origin within 15 minutes of each other.

Line-haul merchandise train Q702 can be consolidated into line-haul merchandise
train Q438, eliminating 261 train operations per year. Q702 carries 11.3 cars
daily, Monday through Friday, from Richmond, VA to Selkirk, NY, while Q438
carries a maximum of 85.56 cars from Richmond, VA to Selkirk, NY seven (7)
days per week.

Line-haul merchandise train Q273 can be consolidated into line-haul merchandise
train Q271, eliminating 261 train operations per year. Q273 carries only a block
0120.23 cars from Ridgefield Heights, NJ to Selkirk, NY each day Monday
through Friday. Q271 runs from Ridgefield to Selkirk on the same days carrying
38.35 cars per day.

CSXT models trains to run empty on portions of their routes. CSXT’s MultiRail

model inexplicably contains trains that run without any traffic on large portions of their routes.

The following trains are examples of how CSXT has used MultiRail to burden TPIRR with these

blatant inefficiencies.

Line-haul train L133 begins its route in North Baltimore, OH and runs empty for
291 miles* to Louisville, K, where it is refueled and re-crewed and picks up a
block of 40 cars that it transports to Jacksonville, FL. There is no reason why this
train could not start in Louisville, saving both the wasted fuel and two crew starts
needed to move it from North Baltimore to Louisville.

Line-haul merchandise train Q376 starts its runs with 90 cars at Salem, IL, and
takes them to Avon, IN, where it sets the cars out before proceeding completely
empty for 270 miles* to Willard, OH. There is no reason why this train could not

end in Avon, saving both the wasted fuel and two crew starts needed to move it to
Willard.

CSXT applies unnecessarily circuitous routings. Although CSXT claims that it used

the MultiRail “Traffic Circuity” report to identify unnecessarily circuitous routings and “ensure

3 See, CSXT Reply workpaper “SARR19F _EstimatedTrainVolumes.xls”

7
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that there were no data errors or issues in the operating plan,”* the Traffic Circuity report shows
that CSXT’s MultiRail model still contains extremely circuitous routings. For example:
e (CSXT’s model routes a block of traffic from Massachusetts to Greenville, NJ via
Selkirk, NY, Waycross, GA, and Jacksonville, FL, which exceeds the shortest
route by 2,070 miles, a 992 percent difference!
e CSXT’s model routes a block of traffic from East St. Louis to Atlanta, GA, by
taking it to via Terre Haute, IN, to Avon, IN, reversing route from Avon, to Terre
Haute, and proceeding to Atlanta. This route exceeds the shortest route by 215
miles, a 33 percent difference.
e CSXT’s model routes a block of auto traffic travelling from New Boston, MI to

Dixiana, SC via Louisville, which exceeds the shortest route by 261 miles, a 32
percent difference.

CSXT modeled empty cars to travel more miles than they do in the real world.
CSXT models empty cars to travel more miles than they do in the real world by inputting them
as fractional cars based on the empty to loaded car-mile ratio for the traffic. That is, for each
loaded car, CSXT uses the ratio to determine the size of the empty car associated with the loaded
car (e.g., if the ratio is .8, CSXT models .8 of a car for each loaded car). The result is a fractional
car that moves the same mileage as the loaded car.

Average cars per local train in MultiRail is less than CSXT’s historical average.
CSXT inexplicably runs its MultiRail Peak Year local trains with far fewer cars than its
historical real world trains. Using CSXT’s “corrected” TPI Opening local train list, which is
based on CSXT’s historical operations, CSXT has historically operated its local trains with an
average 23.2 cars per train. But CSXT models its local trains in MultiRail with an average 10.7
cars per train. CSXT provides no explanation why it assigned so few cars to trains in MultiRail

when their historical real world counterparts carry more than double the volume.

1 See, CSXT Reply, p. I1I-C-64.
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iii. CSXT’s Use of MultiRail Ignores
Real world Operational Constraints

CSXT’s MultiRail analysis eschews proven, real world operations resulting in blocking
and train service plans of unproven and questionable feasibility.

We know that CSXT’s historical operations are feasible. But, by introducing its
MultiRail evidence, CSXT abandoned those operations in favor of a hypothetical model. CSXT
claims that its MultiRail model is tied to its real world operations because CSXT began modeling
with the same blocks and same train symbols it uses in the real world. But CSXT does not
assign cars to the same blocks and the blocks to the same trains as it does in the real world—it
assigns them based on its MultiRail criteria and adjustments made by the user. This results in a
blocking and train service plan that moves TPIRR’s traffic differently from CSXT’s actual
historical service.

TPI Witness Orrison notes that changing block composition and movement patterns can
adversely impact the level of service that the TPIRR provides. According to Witness Orrison,
the best guideline to developing an operating plan is to use historical traffic patterns, because
they are proven to work. Thus, small “tweaks” are better than the complete remodeling that
CSXT performed with MultiRail. Even CSXT does not use MultiRail to completely redesign its
operating plan in the real world. It merely uses it to model temporary irregular operations or as
an accounting tool to monitor traffic flows through the network to enable identification of minor
adjustments to its operating plan.** In fact, Witness Orrison noticed that CSXT’s 2012 Base
Year operating plan data had not changed significantly since the 1980s after the formation of

CSXT (and then again after the acquisition of Conrail by NS and CSXT).

2 See, CSXT Reply, p. ITI-C-60.
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CSXT knows that its MultiRail plans are not always fit or feasible for use in its real
world operations. It admits that its operations team (not its planning team®) must vet and
approve any MultiRail plans before they are implemented.

Once the proposed change [to CSXT’s operating plan] has been tested
successfully in MultiRail, CSXT’s Service Design Department forwards
the recommended change to the Field Transportation Department and to
other company resources (e.g., the departments that manage CSXT’s

locomotive fleet and crew personnel) for final approval. When the
proposed change is approved, it is input to the operating plan . . . .*

Confirming this, TPI Witness Orrison recalls from his tenure at CSXT having to “sell”
MultiRail modelling recommendations to CSXT’s operations team before they could be
incorporated in real world operations. In other words, the CSXT Witnesses who developed
CSXT’s MultiRail evidence for this case cannot unilaterally implement their MultiRail
recommendations at CSXT. But, apparently, what is not good enough for CSXT’s own
operations is good enough for this rate case. CSXT has not supported its MultiRail evidence
with Witnesses from its operations team.

The dubious feasibility of CSXT’s blocking and train-service plans becomes evident
when viewing the MultiRail evidence, which the Board cannot do since it does not have the
appropriate software. For example, CSXT’s plans do not move 99 percent of the traffic from
their origins to their actual destinations. Instead, CSXT has modeled the movement of a large
amount of traffic only to and/or from the origin and the destination servicing yards, because it
aggregated the waybill data for the TPIRR traffic into MultiRail nodes* which represent a range

of origin or destination stations. CSXT’s failure to model these shipments between servicing

# CSXT’s planning team includes its Operations Research department.

# See, CSXT Reply, p. III-C-60.

# In MultiRail, “nodes” are yards or junction points on the network. “Links” connect nodes, similar to how track
connects yards or junction points. Planners can assign distance penalties to links and nodes in MultiRail to divert
traffic from them.
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yards and customer locations is evident from the large number of switching trains that were
assigned no traffic and perform no blocking activity. According to TPI Witness Orrison,
CSXT’s own operating plan would account for this first-mile/last-mile service.

Another example of the questionable feasibility of CSXT’s MultiRail-based plan is the
assignment of traffic that moves in the real world on local and/or line-haul merchandise trains to
industrial yard trains for short line-haul segments (generally under 10 miles). According to the
trip plans provided by CSXT in discovery, only four (4) percent of TPI’s issue traffic moves on
yard trains for short line-haul segments. But CSXT’s MultiRail plan calls for 2,259 TPI issue-
traffic carloads (69 percent of TPI’s issue traffic) to move in line-haul service on industrial yard
trains. There is no reason why the TPIRR should handle this traffic any differently than the real
world CSXT. CSXT’s objective for doing so clearly is to bolster its claims that TPI omitted over
28,000 industrial yard trains from its local train list. Importantly, the movement of industrial
yard trains included in CSXT’s MultiRail modeling exercise is not used by CSXT in its
development of TPIRR operating statistics and expenses. Like TPI, CSXT uses a separate
analysis in Part III-D to develop operating statistics and expenses for all yard trains, including
industrial yard trains.

Further, CSXT provides scant evidence that its MultiRail operating parameters accurately
reflect its own real world operations. It merely exclaims that “witness Archaya applied the same
MultiRail parameters as those used by CSXT in developing its real world operating plans.”*
CSXT does not provide a MultiRail scenario for its own operations to validate this statement.
This prevents TPI from comparing the assumptions CSXT used to develop its MultiRail

evidence to those it uses in the real world. Furthermore, because CSXT did not provide this

4 See, CSXT Reply, p. II-C-63.
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information in Discovery, it cannot introduce it in Reply. If TPI had used MultiRail to develop
its Opening evidence, these parameters would not have been known to TPI.

iv. CSXT’s MultiRail Model is Inconsistent
with its Criticisms of TPI’s Operating Plan

Although CSXT claims that its MultiRail modeling is feasible, the model is subject to
many of the same criticisms that CSXT levied against TPI’s proposed operating plan. For

example:

e CSXT criticizes TPI’s operating plan for excluding train Y221, which it claims
was required to move cars from Augusta, GA, to Beech Island, SC," but Y221
hauls no traffic from Augusta to Beech Island in CSXT’s MultiRail model.

e CSXT criticizes TPI for excluding train Y102, which it claims is necessary
provide service to customer facilities,” but it runs Y102 empty in CSXT’s
MultiRail model.

e CSXT criticizes TPI for excluding industrial yard trains Y122 (“Kayne Ave.”),
Y226, Y290 (“Remote Job”), Y308, and Y650,” but none of these trains haul
traffic in CSXT’s MultiRail model.

e (CSXT criticizes TPI for excluding train F760 (the “Bowater Switcher”), because
it delivers empty cars to a customer facility at Catawba, SC,” but CSXT does not
have train F760 haul any traffic in its MultiRail model.

e CSXT used one hour fifteen minutes as the standard dwell time (pickup and
setout time) for local, regional, and system yards even though it argues that TPI
should have used standard dwell times of two (2) to five (5) hours in its RTC
analysis.”

v. CSXT’s MultiRail Analysis Does Not
Indicate that Any Switching Trains are
Necessary

MultiRail does not demonstrate the need for switching at customer facilities, although

CSXT claims that it does. MultiRail models the movement of cars from origins to destinations

7 See, CSXT Reply, p. III-C-29.
® Id. p. III-C-30.

* See, CSXT Reply Ex. IlI-C-4.
0 Jd. p. I1I-C-34.

U 1d. pp. III-C-191-194.
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on the TPIRR, but does not model switching at the destination or intermediate yards. In fact,
CSXT included myriad “local switcher” trains in its MultiRail train list, but did not assign any
traffic to them. For example, CSXT modeled train H794, the “Fostoria Rd. Switcher,” in
MultiRail to operate five (5) days per week, but it has no cars or blocks associated with it and
does not dwell at any location. Even where switcher trains dwell at locations, MultiRail does not
indicate what these trains do, much less demonstrate that they are required at all. For example,
CSXT modeled train F778, the “Collier Switcher,” to run every day from Collier, VA, to
Emporia, VA, and back, dwelling in Emporia for one hour. But MultiRail does not have any
cars or tasks assigned to this train at Emporia. Because MultiRail does not model switching
tasks, CSXT’s MultiRail model does not demonstrate that any train is necessary to support
switching services.
vi. CSXT has Not Provided its MultiRail

Evidence in a Manner that Permits
Effective Rebuttal

CSXT has unfairly constrained TPI’s analysis by producing a version of its MultiRail
model with limited functionality. To view its model, CSXT has provided a read-only version of
MultiRail that does not permit TPI to verify that CSXT constructed its MultiRail model how it
said it did. Moreover, CSXT has provided MultiRail in a manner that prohibits TPI from
analyzing MultiRail reports using Excel, which CSXT all but claims is necessary for effective
analysis. TPI has had to piece its evidence together through screenshots and pdf reports that
were not sufficient for CSXT’s own use and severely constrained TPI’s ability to conduct a more
detailed review and assessment of CSXT’s MultiRail evidence. Furthermore, TPI does not have
any ability at all to “correct” or “restate” CSXT’s MultiRail evidence to demonstrate the impact

of CSXT’s errors and inefficiencies.
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CSXT could not have developed its MultiRail evidence without MultiRail’s ability to
develop reports. After entering its initial set of blocks into MultiRail, CSXT used the “Traffic
Routing — Flows with No Block Option Report” to identify cars that failed to flow through the
TPIRR system so that it could create the additional blocks necessary to handle this traffic.”
Once CSXT input all the necessary blocks, it used the MultiRail “Traffic Circuity” and
“Excessive Handling” reports as part of its “quality control” process to identify unnecessarily
circuitous routings and excessive handlings.” CSXT applied a similar approach to ensure that
adequate trains were modeled. After inputting an initial set of trains, CSXT used the “‘Block
Train Validity Check Report’ generated by MultiRail to confirm that blocks were not ‘stranded’
... during the block to train process.”* Also, “CSXT validated the feasibility of its train service
plan by reviewing a ‘Train Volume Summary Report’ generated by MultiRail to identify trains
that were ‘too long’ or ‘too short’ in comparison to CSXT’s real world trains.”*

To evaluate most of the MultiRail reports that it relied upon to generate its MultiRail
evidence, CSXT used Microsoft Excel.®® CSXT printed reports to Excel because it otherwise
would not have been able, among other things, to fix discrepancies in the reports, sort the
voluminous data how it saw fit, or apply formulas that analyze the report data.”” According to
CSXT, “it is much easier to export the [report] information to Excel ... if you plan to do any
analyses on the information.”™® For example, CSXT used Excel to fix “issues” with and apply a

weighting analysis to the “Regions Statistics by Train Category” report that it submitted with its

52 See, CSXT Reply, p. I1I-C-64.

3 Ibid,

> Id. p. III-C-66.

> Id. p. II-C-68.

56 See, CSXT Reply workpaper “MultiRail Freight Edition.docx” 5.
T Id pp. 17, 33, 34.

% Id p.34.
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evidence.” Moreover, CSXT analyzed the critical “Block Train Validity Check” report, which
confirms that no blocks were stranded, in Excel to apply a filter “to get traffic 100% On
SARR.”® It used a similar process in Excel to analyze stranded or partially routed blocks.®

But CSXT did not provide the MultiRail program in a fashion that enabled TPI to print to
Excel, encumbering TPI’s ability to review the MultiRail evidence.” Specifically, Oliver
Wyman required that MultiRail be loaded on its laptop to ensure that the required technologies
that MultiRail relies upon are present and the operating environment is proper. Microsoft Excel
is not available on the laptop and the option to print to Microsoft Excel is disabled.

Moreover, because the Board does not have access to MultiRail and the limited-access
MultiRail does not permit TPI to generate reports of all the train inputs and data, TPI is limited
to using screenshots to demonstrate the problems in CSXT’s MultiRail model. This is a tedious
task, requiring one or more screenshots to be made to demonstrate things as simple as how a
train carries traffic or blocking activity along a train’s route. Also, because the MultiRail
interface has multiple tiles, some of which require scrolling to see all of the data, multiple
screenshots may be necessary just for a single train. Once a screenshot is taken, it needs to be
copied to a thumbdrive before the next screenshot can be taken. This arduous process greatly
slows down the MultiRail analysis that TPI must undertake.

The Board should reject CSXT’s attempt to limit TPI’s ability to view CSXT’s MultiRail
evidence in the same manner that CSXT is able to view it and to present its MultiRail evidence

in a manner that inhibits TPI’s ability to respond. This lack of transparency and encumbering of

% Id p.17.

® 1d p.33.

' Id p. 34.

See, TPI Rebuttal workpaper “MultiRail Laptop.pdf” 1. Although TPI counsel initially requested that MultiRail
be provided on a laptop, Oliver Wyman ultimately indicated that it would not provide MultiRail any other way.
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TPI’s ability to present Rebuttal on MultiRail calls into question the validity of CSXT’s evidence
and is fundamentally at odds with due process.
2. CSXT Grossly Exaggerates the

Number of Trains “Missing” From
TPI’s Operating Plan

CSXT’s claim that TPI has omitted 44,694 local trains from its Base Year train list is
wildly exaggerated.”® CSXT identifies three distinct groups of allegedly missing local trains: (a)
5,940 local trains that serve both on-SARR and off-SARR locations in the real world (“On/Off-
SARR Local Trains™); (b) 28,860 industrial yard trains; and (¢) 9,894 other local trains that
perform first-mile/last-mile switching. Despite its rhetoric, CSXT itself has added only the first
group of 5,940 and two (2) percent of the second group * of the allegedly missing local trains to
its “corrected” TPI Opening train list, i.e., the basis for the peak period train list CSXT modeled
in its Reply RTC analysis. This confirms the exaggerated nature of CSXT’s claims.®
Additionally, CSXT fails to demonstrate the need for, much less the feasibility of, an operating
plan that adds all of the allegedly missing local trains.

CSXT confuses matters by developing two separate train lists in its reply evidence,
without acknowledging or explaining this fact in its narrative. In addition to the “corrected” TPI
Opening train list, which contains a total of 48,148 Base Year local trains, CSXT developed a
second train list for its MultiRail analysis that contains 60,788 local trains.® It is notable that
neither of CSXT’s train lists include as local trains the 28,860 industrial yard trains that CSXT

claims TPI omitted from its Opening local train list. This is a clear demonstration that the

8 See, CSXT Reply, p. III-C-16.

6 CSXT claims to have modeled “a sample of” 16 industrial yard trains in the peak week. See CSXT Reply, p. 11I-
C- 173 to 174. However, CSXT’s workpapers reveal that it actually included only 11 such trains in its modeling
exercise. This extrapolates to 572 annual trains (11 x 52 = 572); 572 is less than 2 percent of the allegedly
“missing” 28,860 industrial yard trains (572 + 28,860 = 0.0198).

See, CSXT Reply workpaper “TPIRR Open Train Lists Corrected.xlsx™.

See, CSXT Reply workpaper “BaseYearTrainComparison.xlsx”.
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28,860 industrial yard trains are neither required to be included in, nor missing from, TPI’s local
train list. Furthermore, there is no link whatsoever between CSXT’s two train lists except for the
train symbols. The “corrected” TPI Opening train list comprises actual historical trains moving
actual historical block consists. The MultiRail train list consists entirely of hypothetical trains
moving hypothetical consists of blocks developed and assigned in MultiRail. This train list was
pulled from the train profiles planning data that CSXT provided in discovery.

CSXT’s MultiRail train list is grossly over-inflated. The MultiRail list of 60,788 local
trains is a list of all local trains that CSXT’s train profile routing and scheduling information
indicate could be used to move the TPIRR’s traffic in the Base Year. It is the maximum number
of potential local trains that could possibly operate on CSXT’s system to handle the highest
possible volume of CSXT’s traffic. It is not the number of trains that actually would be, or were,
required to move the traffic TPI selected for inclusion in the TPIRR traffic group. If a local train
profile indicated that the train was scheduled to operate five days per week, CSXT assumed the
train always would operate on the TPIRR five (5) days per week, and included that train in its
MultiRail train list, even if there is no traffic for that train to handle.®’

CSXT’s overstatement of local trains in its MultiRail train list can be illustrated by the
different manner in which local trains operate. Local trains routinely operate over different line
segments to serve different customers on different days of the week. The TPIRR does not

necessarily replicate every line segment on a local train’s route or handle traffic for every

7 There are a few exceptions to this general statement. For 11 train symbols, CSXT elected to run a given train
symbol more frequently than the train profiles (e.g., Train A727, which the CSXT train profiles data indicates
runs 5 days per week, but CSXT assumed would run six (6) days per week). For ten (10) train symbols, CSXT
elected to run a given train symbol less frequently than the train profiles (e.g., Train A704, which the CSXT train
profiles data indicates runs six (6) days per week, but CSXT assumed would run five (5) days per week). In
total, the CSXT train profiles data for the train symbols included in CSXT’s operating plan add up to 60,424
available trains. But CSXT’s plan assumes a total of 60,788 available trains for those symbols, a net of 364 more
than the profiles indicate would be available to run, even though the TPIRR handles less traffic than the real
world CSXT.
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customer on that route every day that train may be scheduled to operate. Therefore, the TPIRR
does not need to run every local train every operating day flagged on CSXT’s train profile
schedule. No efficient railroad, including CSXT itself, would blindly run a local train under such
circumstances. MultiRail, however, is not designed to determine whether or not a train is
necessary. Rather, MultiRail merely accepts the trains that CSXT inputs into the program and
cars are assigned to each train on an average daily basis across the entire period modeled, as
opposed to the ebb and flow of actual traffic patterns. As a result, MultiRail will assign a
fraction of a car to every day of the year that a given train is scheduled to operate even if that
train moves just one car over the course of the entire year.® Although CSXT assumed that the
train will run every day on its train profile, that train plainly would need to operate just one day
to handle that one car in its annual consist. The consequences of CSXT’s unreasonable
assumption are evident in its MultiRail analysis, which assigns fractional cars (i.e., less than one
full carload) to thousands of local trains included in its plan. As a result, for a given train
symbol, CSXT’s plan calls for hundreds of trains to run in order to deliver dozens of cars over
the course of a year.

For example, because the train profiles data indicated that local train A714 was available
to run 5 days per week, CSXT assumed it would run 260 times per year. However, CSXT
assigned a total of just 15 annual carloads to train A714 over the course of a year. Because
MultiRail is based on smoothed out average carload statistics, CSXT assigned 0.07 carloads to

each of the 260 trains it assumed would operate in the Base Year.” Therefore, CSXT’s plan

% For example, if a train profile contains a 5-day per week schedule throughout the year but there are only ten

carloads of traffic for that train to handle during the year, MultiRail will assign 0.04 cars per day to that train for
260 days.

MultiRail train volume on A727 shows 0.07 cars/day from Talladega, Al to Lineville, AL and 0.07 cars moving
back to Talladega, AL but MultiRail Traffic Manager shows 0.05 cars/day each way. Since the A727 local is
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calls for 260 annual train starts, 260 annual crew starts, 264 annual locomotives, and 20,153
annual locomotive unit miles to move 15 annual carloads 78 miles.” This is direct proof that
CSXT’s MultiRail local train list is grossly over-inflated and is the complete antithesis of a least-
cost, optimally-efficient railroad.

Another example of CSXT’s inflated train statistics is evident from a simple analysis of
train consist data. The 48,148 local trains included in CSXT’s “corrected” TPI Opening local
train list, based on actual historical operations, average 23.2 cars per train. In contrast, CSXT
assigned only 10.7 cars on average to its MultiRail based list of 60,788 local trains.

Finally, CSXT inappropriately conflates its two separate train lists by modeling its
“corrected” TPI local train list of 48,148 local trains in the RTC simulation to develop operating
statistics (i.e., train speed and run times), but applied those statistics to the 60,788 local trains in
its MultiRail train list to develop operating costs. In other words, CSXT developed operating
statistics based upon the list of actual historical trains moving actual consists and applied those
statistics to a completely different—and inflated—Iist of hypothetical trains moving hypothetical
consists. Of course, nowhere in its reply narrative does CSXT make this clear; but, the fact is
abundantly evident in its work papers. The development of two different train lists for the same
SARR is inappropriate, unprecedented, and proves that CSXT has not demonstrated the
feasibility of its MultiRail-based operating plan because CSXT has not modeled its MultiRail
train list in the RTC simulation. As explained in Part III.C.1.a above, the disconnect between

CSXT’s two very different train lists invalidates CSXT’s operating plan.

5X/week, MultiRail takes the daily traffic in the Traffic Manager File (0.05 cars/day) then multiples by 7X
(0.05%7=0.35 cars/week) and then divides by 5X (0.35 cars/week / 5 days/week = 0.07 cars/day of train
operation.

MultiRail train schedule shows A714 begins at Talladega, AL MP 910 operates to Lineville MP 882 to set-out
and pick-up cars (28 miles). The local then operates to Wadley, AL MP 857 (25 miles) with no work assigned,
then back to Talladega, AL (53 miles). The round trip for the locomotives operating on this schedule is 78 miles.
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CSXT has not demonstrated a need to add any of the allegedly missing trains.
Furthermore, because CSXT has only added, and modeled operations for, the 5,940 On/Off-
SARR Local Trains, CSXT’s reply evidence cannot support the addition of any more than those
trains.”” Nevertheless, in order to be conservative and to reduce the areas of disagreement
between the parties, TPI’s rebuttal evidence accepts the addition of the 5,940 On/Off-SARR
Local Trains and a subset of the 9,894 other local trains. TPI continues to reject all of the
industrial yard trains because both TPI and CSXT have accounted for those trains in other
portions of their evidence, which would make the addition of those trains to either party’s local
train list a double-count. Not only has CSXT failed to acknowledge that it accounted for
industrial yard trains in a separate analysis, CSXT’s Part III-C narrative falsely implies that the
industrial yard trains are included in its local train operating plan. Those trains are a red herring,
listed in the CSXT workpapers for no reason except to give the false impression that they were
used to develop CSXT’s local train operating statistics and expenses. Only after drilling down
into the CSXT workpapers can one ascertain that the list of 28,860 allegedly “missing” yard
trains are not considered whatsoever in the development of CSXT’s local train operating
statistics or expenses.

In the following subsections, TPI explains both why none of the allegedly missing trains
need to be added and why TPI nevertheless has added some of those trains strictly to reduce the
number of contentious issues, even though the additions result in overstated operating statistics
and expenses. In total, TPI adds 11,373 local trains to its rebuttal operating plan.

The remainder of this portion of TPI’s Rebuttal Part III-C is discussed under the

following headings and summarized in Rebuttal Exhibit I1I-C-3:

' Otter Tail, slip op. at 19 (“BNSF cannot protest that an input into the RTC model is flawed without showing the
consequence of changing that input on the output of the model”).
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a. Local Trains That Operate Both On/Off-SARR
b. Industrial Yard Trains
c. Other Local Trains that Perform First-Mile/Last-Mile Switching

a. Local Trains that Operate
Both On/Off-SARR

In criticizing TPI for excluding the 5,940 On/Off-SARR Local Trains, CSXT purports to
have made some sort of revelation about TPI’s opening evidence.”” But TPI did not overlook
these trains in its opening evidence; it was up front and open as to its intentional exclusion of
these trains and explained its reasons for doing so in TPI Opening Exhibit III-C-1, at pages 29-
31.7 TIronically, out of the entire universe of 44,694 local trains that CSXT contends TPI
omitted, these 5,940 trains intentionally excluded by TPI are the only supposedly missing trains
that CSXT actually added to its “corrected” TPI Opening train list.”

On/Off-SARR Local Trains are real world CSXT local trains that serve non-issue traffic
on the TPIRR, but that originate or terminate some of that traffic at off-SARR customer locations
and some at on-SARR locations. In other words, this is cross-over traffic at the local train level.
This is an issue of first impression for SAC cases because the Board has never been asked to
determine the appropriate parameters for employing cross-over traffic at the local train level.
Although the Board’s precedent for line-haul cross-over traffic provides some guidance, local
trains operate in a different manner from line-haul trains, which requires additional guidance

based upon those differences. For example, local trains operate over short distances, traverse

2 See, CSXT Reply, p. III-C-16 to 26.

3 Tronically, although CSXT attributes TPI’s omission of the 5,940 On/Off-SARR Local Trains to TPI’s automated
process, this was one of several instances where TPI’s decision was predicated principally upon a detailed
manual review of the traffic data. See, CSXT Reply, p. HI-C-17.

™ See, CSXT Reply workpaper “TPIRR Open Train Lists Corrected.xlsx”.
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different routes on different days to serve different customers, and typically travel round trip out
of the same yard within a single day.

The issue is whether TPI’s operating plan for On/Off-SARR Local Trains employs the
cross-over traffic device for local traffic in the most feasible and realistic manner without
introducing bias to the SAC analysis. TPI submits that, for the reasons presented in the
following subparts, not only is its opening operating plan for On/Off-SARR Local Trains
feasible, realistic, consistent with SAC principles, and without bias, but also CSXT’s reply

evidence is inefficient and unrealistic. Despite TPI’s confidence in its opening position, TPI is

adding all 5,940 On/Off-SARR Local Trains to its rebuttal train list in order to avoid the risk that

its entire operating plan might be rejected based on this single issue of first impression.

i. TPD’s Operating Plan for On/Off-SARR
Local Trains is the Most Efficient Plan
that Does Not Bias the SAC Analysis

In order to keep the size of the SARR manageable and to properly focus the SAC
analysis, TPI designed the TPIRR to serve the issue traffic and other traffic that shares facilities
with the issue traffic. Even so, the TPIRR, at 7,417 route miles, still is the second largest SARR
ever developed for a SAC case. Although the size of the TPIRR means that it originates and/or
terminates a lot of its traffic, it still handles a sizeable volume of cross-over traffic on both local
and line-haul trains. CSXT has challenged TPI’s use of internal cross-over traffic, which is a
subset of line-haul cross-over traffic that CSXT dubs “leapfrog” traffic, which TPI has addressed
in Part III.C.3 below. In contrast, CSXT has not objected to—and in fact insists upon
including—internal cross-over traffic at the local train level. CSXT, however, objects to TPI’s
operating plan for a subset of traffic moving on local trains that serve locations both on-SARR

and off-SARR (i.e., On/Off-SARR Local Trains).
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CSXT’s operating plan for the TPIRR operates On/Off-SARR Local Trains as cross-over
trains that the TPIRR interchanges with the residual CSXT en route. Because these local trains
often travel round trip from a single TPIRR yard, the TPIRR often must interchange each train to
the residual CSXT, which must interchange the train back to the TPIRR to return to the yard,
which makes them internal cross-over trains. On some local train routes, these interchanges
occur multiple times in the course of a single trip. It is highly ironic that CSXT advocates for the
introduction of internal cross-over local trains in congested industrial and urban areas where such
operations so clearly would be costly, difficult, and detrimental to customer service, but
virulently objects to internal cross-over line-haul trains where the operational impact upon long-
haul intercity traffic would be much less significant, if not negligible. CSXT’s motivation
clearly is to impose burdensome costs on the TPIRR, and in doing so, CSXT even is willing to
impose the same burdensome costs upon the residual CSXT and its customers in this
hypothetical construct.

The need for cross-over traffic at the local train level has not been contested by CSXT in
this case. If TPI is to achieve the same economies of scale, scope and density as the real world
CSXT over the same TPIRR line segments, it either must employ cross-over traffic or expand the
TPIRR to include all the lines over which each local train operates. Just as with line-haul cross-
over traffic, this first expansion would cascade into even more expansions in order to permit the
TPIRR to achieve the same economies of scale, scope and density as the real world CSXT on the
newly-added lines, until the TPIRR has modeled nearly the entire CSXT system.” TPI Opening
Exhibit I1I-C-5 showed that the full scope of just the first expansion would nearly double the size

of the 7,357 mile TPIRR by adding 6,200 more miles. This sort of expansion would turn the

"5 See, e.g., PSCo/Xcel I at 602.
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SAC analysis on its head by shifting from a theoretical railroad designed principally to serve the
issue traffic and other traffic that shares those facilities to a railroad designed principally to serve
all of the incumbent’s local train traffic of which the issue traffic happens to share only a small
portion of the required facilities.” Therefore, TPI employed the cross-over traffic device to keep
the SAC analysis manageable and focused on the issue traffic.

But as noted herein, attempting to model local cross-over traffic in the same manner as
line-haul cross-over traffic, by interchanging local trains between the SARR and residual
incumbent, creates significant operating inefficiencies that are not present with respect to the
interchange of line-haul cross-over trains. Therefore, TPI’s opening operating plan did not
interchange local trains that carry cross-over traffic to or from off-SARR customer locations.”
Instead, the TPIRR interchanged local cross-over traffic at the classification yards where local
trains originated and terminated, which ensured single line local train service and avoided the
problems associated with interchanging local trains. Specifically, TPI’s opening operating plan
contained the following three different types of local train operations, depending on the customer
locations serviced by a local train on any particular day:

1. If alocal train is scheduled to service only customers located on the TPIRR, the
TPIRR would operate that train;

2. Ifalocal train is scheduled to service only customers located on the residual CSXT,
the residual CSXT would operate that train; and

6 See, TPI Opening Exhibit III-C-1, pp. 30-31.

77 TPI created an exception for 122 local trains that transported a combination of TPI’s issue traffic and off-SARR
local traffic. TPI Opening Exhibit ITII-C-1, p. 29 and n. 86; see also, CSXT Reply, p. III-C-22. TPI did this
because the purpose of the SAC analysis is to determine the least cost at which an efficient competitor could
serve the issue traffic. Coal Rate Guidelines, 1 1.C.C.2d at 542. In order to make that showing, the TPIRR must
provide all of the services that the real world CSXT provides for the issue traffic in exchange for payment of the
challenged rates. As the cross-over device illustrates, there is no comparable requirement for non-issue traffic
because the ATC division compensates the SARR and residual incumbent for the portion of the service that each
performs. In the case of On/Off-SARR Local Trains, the residual CSXT receives a larger share of revenue for
the on-SARR local traffic that it handles.
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3. If alocal train with no issues traffic is scheduled to service both on-SARR and off-
SARR locations, the residual CSXT would operate that train (i.e., On/Off-SARR
Local Trains).
This ‘operating plan ensured that a single carrier, either the TPIRR or the residual CSXT,
operated a local train over its entire route instead of imposing at least one, and often more,
inefficient local train interchanges between the TPIRR and residual CSXT.

TPI anticipated CSXT’s claim that TPI’s operating plan for local trains attempts to shift
the burden of providing higher cost origination/termination services from the TPIRR to the
residual CSXT and claims revenue for services the TPIRR did not provide. Specifically, TPI
conservatively assumed that the TPIRR would perform all the yard activities and provide all of
the infrastructure associated with switching, classifying and blocking the cars for all three types
of local trains that originate/terminate at yards on the TPIRR network. TPI also assigned the
residual CSXT a full ATC terminal revenue credit for both the on-SARR and off-SARR traffic
(i.e., all carloads) carried on the local trains operated by the residual CSXT. As a result, the
TPIRR performed some of the most costly operations (i.e., classification, forwarding) and built
some of the most costly infrastructure (i.e., yards) associated with originating and terminating
cars for both on-SARR and off-SARR locations even though it did not operate many of the local
trains that served those customers and thus did not receive an ATC terminal revenue credit for
this first-mile/last-mile service. If anything, the TPIRR was undercompensated for the services
that it provided, while the residual CSXT was overcompensated. CSXT, therefore, cannot
credibly claim that TPI’s opening operating plan for cross-over local trains injected bias into the
SAC analysis that was prejudicial to CSXT.

CSXT has not objected to TPI’s operating plan for the first two local train types
described above, but adamantly objects to the third, i.e., the on/off-SARR locals, because this

operating plan means that on-SARR customer locations will be served by the residual CSXT,
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rather than the TPIRR, on days when the local train also services off-SARR locations. There are
5,940 such trains in the Base Year that TPI excluded from its opening train list and that CSXT
has added in its reply train list. CSXT insists that the TPIRR interchange these local trains with
the residual CSXT, rather than allow the residual CSXT to operate them in more efficient single
line local service, and to receive a full ATC revenue share (including a terminal credit) for doing

so. CSXT’s plan allocates less revenue to the residual CSXT for operating the 5,940 trains than

CSXT would receive under TPI’s operating plan for operating the same number of trains with

the same number of crews.

TPI considered and rejected such operations in its opening evidence because
interchanging local trains could not guarantee efficient service to the customers of either the
TPIRR or residual CSXT. Due to CSXT’s network structure and train routes that vary daily
depending upon which customer facilities are being served, On/Off-SARR Local Trains would
need to interchange between the TPIRR and residual CSXT on each route over the course of a
relatively short run. The operations required to coordinate the multiple hand-offs of these local
trains, the inconsistent and unpredictable scheduling and yard dispatching operations, and the
unproductive down-time for the crews and equipment of one carrier during local operations
performed by the other carrier render the concept of CSXT’s internal cross-over operating plan
for On/Off-SARR Local Trains inefficient, and impractical.”

The inefficiencies of CSXT’s operating plan for On/Off-SARR Local Trains are
illustrated by the very same examples that CSXT provides in its reply evidence to criticize TPI’s

operating plan for these trains. CSXT provides the example of local Train A700, which operates

™ See, TPI Opening Exhibit III-C-1, p. 30.
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in turn-around service from the Cartersville, GA yard, which is part of the TPIRR.” CSXT
shows the lines over which Train A700 operates,” including which portions are on-SARR and
which portions are off-SARR. Because Train A700 serves a mix of customers on several
different lines that flow out of the Cartersville yard, its route can vary from day to day and so can
its operations as proposed by TPI. On days when Train A700 would operate entirely on-SARR
to serve only on-SARR customers, the TPIRR operates the train over the entire route and
receives a full ATC terminal revenue share. On days when Train A700 only services off-SARR
customer locations, the residual CSXT operates the train over the entire route and receives a full
ATC terminal revenue share. Finally, on days when Train A700 would operate both on and off-
SARR to service both on and off-SARR customers, CSXT operates the train over the entire route
and receives a full ATC terminal revenue share. CSXT’s example of Train A700 reflects this
third scenario, which is the only scenario to which CSXT has objected. Ironically, although
CSXT does not object to operating Train A700 the full distance from Cartersville to off-SARR
locations to serve off-SARR customers, it does object to serving on-SARR customers along that
route even though it would receive a full ATC terminal revenue credit for doing so without
having to perform any of the yard services associated with Train A700 at the Cartersville yard.®'
CSXT’s example describes the route of Train A700 on April 1, 2013. In that example,
CSXT’s operating plan would require the TPIRR to originate Train A700 on-SARR at
Cartersville, service an on-SARR customer at Stilesboro, GA (placing and pulling 21 cars), and

then interchange Train A700 with the residual CSXT. While the residual CSXT services off-

" See, CSXT Reply, p. III-C-18.

%0 See, CSXT Reply Exhibit ITI-C-3, p. 1.

81 See, CSXT Reply, p. III-C-24 (n. 41). CSXT acknowledges that there are approximately 28,000 additional
on/off-SARR trains that it does not challenge. Those include local trains that originate at the same classification
yards as the objectionable trains, but only make stops to serve off-SARR customers.
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SARR customers at Rockmart and Cedartown, GA (placing and pulling nine (9) cars), the
TPIRR locomotive and crew sit idle at Stilesboro until the residual CSXT returns to interchange
Train A700 back to the TPIRR, which would run the train back to Cartersville.*> Under CSXT’s
operating plan, both the TPIRR and residual CSXT must dedicate a locomotive and crew for this
service, but the TPIRR receives a terminal revenue credit for the 21 cars placed/pulled at
Stilesboro while the residual CSXT receives a terminal revenue credit for only the nine (9) cars
placed/pulled at Rockmart and Cedartown. Also, the timing of the interchanges in both
directions is unpredictable because these trains do not operate on a schedule due to uncertainty
over how much time will be needed to switch the various customer locations, which causes idle
down-time for both crews and equipment and/or delays service to both on-SARR and off-SARR
customers.*

In contrast, TPI’s opening operating plan had the residual CSXT operate Train A700 in
CSXT’s example over the entire round-trip route between Cartersville and Cedartown and
provided CSXT with a full ATC terminal revenue share for all 30 cars placed/pulled by the train,
without having to duplicate crews and equipment or requiring both carriers to wait for the
interchanges. Notably, the TPIRR still provided all of the yard services for these trains even
though it received no ATC terminal revenue credit. The residual CSXT only needed to pick up

the train, serve the en route facilities, and drop the train off at Cartersville, without incurring any

%2 There would be little purpose in returning the TPIRR locomotive and crew to the Cartersville Yard because they

would need to turn around and return to Stilesboro to receive Train A700 in interchange almost as soon as they
arrived back at Cartersville. This is another critical distinction between internal cross-over traffic in line-haul
service versus local train service. In line-haul service, the crew and equipment can be re-assigned to productive
service on other trains after the interchange. In contrast, in local train service, the equipment and crew are
completely unproductive while waiting for the return hand-off of the local train. Furthermore, during this idle
wait time, the locomotive continues to occupy the mainline, which creates inefficient conflicts with other TPIRR
trains.

This is particularly troubling in light of CSXT’s own reply testimony that many local trains have difficulty
completing their routes today. See, CSXT Reply, pp. HI-C-175-176. Adding more interchanges to those routes
would make such service difficult if not impossible.

83
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of the classification and blocking responsibilities that would precede and follow a local train

movement. Although this clearly was a more efficient operation for the residual incumbent,

CSXT was willing to impose this burden on the residual CSXT in order to also impose

inefficiencies on the TPIRR.*

Similarly, CSXT provides the example of Train D762, which operates in turnaround
service from CSXT’s yard in Lordstown, OH, which is on the TPIRR.* Reply Exhibit III-C-3,
page 2, shows the lines over which Train D762 operates, including which portions are on-SARR
and which portions are off-SARR. CSXT’s example describes the route of Train D762 on
December 11, 2012. In that example, CSXT’s operating plan would require the TPIRR to
originate Train D762 on-SARR at Lordstown and move directly to Newton Falls, OH, for the
first interchange with the residual CSXT. While the residual CSXT services an off-SARR
customer at Niles, OH (placing and pulling five (5) cars), the TPIRR locomotive and crew
remain idle on the TPIRR mainline. CSXT then would turn Train D762 at Niles and return to
Newton Falls to interchange the train back to the TPIRR, which then would service an on-SARR
customer at Ohio Junction (pulling eight (8) cars) before returning to Lordstown where it pulls
three (3) cars and cuts ten (10) cars.) As with the preceding example of Train A700, both

railroads must dedicate a crew and equipment, but the TPIRR receives a terminal revenue credit

8 Elsewhere in its reply evidence, CSXT implicitly acknowledges the inefficiencies associated with interchanging
trains after only a very short distance movement. For example, TPI determined that, for road trains that would
travel less than 10 miles over the TPIRR from a classification yard to the physical intersection of the TPIRR with
the residual CSXT, it would be more efficient to interchange the traffic and divide the revenue at the internal
TPIRR yard than to create a new interchange less than 10 miles away. CSXT has applied this logic to its own
operating plan for line-haul trains, but inexplicably rejects that same logic when applied to local trains. CSXT
Reply, p. HHI-C-177. In addition, CSXT has not objected to interchanging local trains that only serve off-SARR
locations at TPIRR’s internal yards rather than at the physical end-points of the TPIRR and residual CSXT. This
unexplained inconsistency strongly indicates that CSXT’s positions are opportunistic rather than genuine
objections based upon real world operating concerns or SAC distortions.

85 See, CSXT Reply, pp. I1I-C-19-20.
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on the 11 cars pulled from Ohio Jct. and Lordstown, while the residual CSXT receives terminal
credit only for the five (5) cars placed/pulled at Niles, and service to both customers is degraded.

In contrast, TPI’s operating plan had the residual CSXT operate Train D762 over the
entire route from Lordstown to Niles to Ohio Junction and back to Lordstown, and provided
CSXT with a full ATC terminal revenue share for all of the cars placed/pulled by the train,
without having to duplicate crews and equipment or imposing unproductive idle time on either
carrier while waiting at interchanges for the other carrier to complete its local service. Again,
despite this being a more efficient operation for both the residual CSXT and TPIRR, not to
mention their customers, CSXT was willing to punish the residual incumbent in order to impose
more costs and inefficiencies upon the TPIRR.

If TPI’s opening evidence had proposed the internal cross-over local train operations
advocated in CSXT’s Reply, CSXT undoubtedly would have pummeled TPI with all the same
concerns discussed above that caused TPI to reject that option initially. This is merely a case of
CSXT taking the opposite position from whatever TPI advocates. Indeed, the only options TPI
could have adopted to avoid CSXT criticism would have been either to drop the off-SARR local
traffic from the SARR traffic group altogether, thereby depriving the TPIRR of the same
economies of scale scope and density as the real world CSXT, or nearly double the TPIRR by
adding 6,200 miles in order to serve the off-SARR traffic directly, thereby creating an unwieldy
SAC analysis that is not focused upon the facilities needed to serve the issue traffic. This is a
plain “heads I win, tails you lose” scenario.

TPI’s Opening evidence applied the cross-over traffic device to local trains by remaining
true to the objectives of cross-over traffic to simplify the SAC presentation by keeping the focus

on the issue traffic without introducing bias. That resulted in TPI’s opening evidence decision to
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omit the On/Off-SARR Local Trains from its train list—and forego the terminal revenues
associated with those shipments despite providing all of the yard services associated with these
local trains—in order to produce the most efficient operations for both the TPIRR and residual
CSXT consistent with SAC principles. Only because CSXT itself has proposed an inefficient
and unrealistic operating plan that requires the interchange of local trains, which TPI initially
believed CSXT would attack, is TPI willing to accept all 5,940 On/Off-SARR Local Trains on
rebuttal.

ii. TPI’s Treatment of On/Off-SARR Local
Trains does not Violate SAC Principles

CSXT claims that TPI’s opening operating plan for On/Off-SARR Local Trains is
unprecedented and violates SAC principles.*® But it is unprecedented only because the Board
has never been called upon to consider service and operational issues associated with local cross-
over traffic in prior SAC cases. Furthermore, many of CSXT’s arguments are filled with
distortions and inaccuracies. When all of the foregoing factors are considered, it is clear that
TPI’s opening operating plan for On/Off-SARR Local Trains did not violate any SAC principles.

First, CSXT complains that TPI’s operations for On/Off-SARR Local Trains violates
SAC principles by not providing complete service to all customers physically located on-
SARR.¥ CSXT’s only support is a generic quote from prior cases that the SARR “must be
capable of providing the service required by the SARR’s customers.”™ But the SARR’s
customers include cross-over traffic that the SARR neither originates nor terminates, which

means that the SARR is not providing complete service to all of its customers and is not required

8 See, CSXT Reply, pp. III-C-16-26.
87 See, CSXT Reply, pp. III-C-21-22.
8 See, CSXT Reply, p. III-C-21, quoting Duke/NS at 99.
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9

by SAC principles to do so.* CSXT does not cite to any precedent that applies a different
standard for those customers physically located on-SARR from those physically located off-
SARR.

In addition, the text quoted by CSXT is from a general discussion of the SAC test in unit
train coal cases. It was not in the context of any issue contested by the parties and certainly did
not consider the concerns identified by TPI that are unique to local cross-over traffic. Those
concerns show that interchanging On/Off-SARR Local Trains, as CSXT proposes, is an
inefficient operation that would preclude the SARR from providing the service required by
customers for both the on-SARR and off-SARR traffic that moves on the same local train. In
other words, CSXT’s operating plan for On/Off-SARR Local Trains, by failing to provide the
service required by both the TPIRR’s on-SARR and off-SARR customers served by those trains,
would violate the very SAC principles that CSXT inaccurately claims TPI has violated. TPI, on
the other hand, has proposed an operating plan for On/Off-SARR Local Trains that preserves
single line local train service ensuring that both on-SARR and off-SARR customers receive the
service that they require consistent with SAC principles.

Furthermore, in developing its On/Off-SARR Local Train opening operating plan, TPI
made conservative assumptions to ensure that its use of local cross-over traffic to make the SAC
analysis more manageable did not bias the analysis against CSXT. By awarding a full ATC
terminal revenue credit to the residual CSXT for operating On/Off-SARR Local Trains that

provide terminal service to on-SARR customers even though the TPIRR provides all of the yard

services, such as classifying, blocking and building departing locals and breaking apart arriving

% In contrast, SAC principles do require the SARR to provide complete service to the issue traffic, which is why
TPI has interchanged those On/Off-SARR Local Trains that handle a combination of the issue traffic and off-
SARR cross-over traffic.
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locals, TPI’s revenue allocation to the residual CSXT was fair if not conservative. Moreover, the
TPIRR also provided those yard services for other local trains that served only off-SARR
customers but that originated/terminated in TPIRR yards, a local train operation to which CSXT
has not objected. CSXT’s acceptance of this similar operating arrangement should alleviate any
concern that TPI’s solution for On/Off-SARR Local Trains distorts the SAC analysis in favor of
TPIL

CSXT’s position on this issue creates a no-win situation for carload shippers that would
render the SAC analysis useless. Carload shippers essentially have just the following four
options for On/Off-SARR Local Trains which handle traffic destined to both on-SARR and off-
SARR locations:

1. Exclude the local cross-over traffic on those trains from the SAC analysis;

2. Expand the SARR to include the line segments required to serve the local cross-over
traffic on those trains;

3. Interchange those local trains between the SARR and residual incumbent, as CSXT
has proposed; or

4. Allow the residual CSXT to operate those local trains over their entire route by
interchanging both the on-SARR and off-SARR traffic with the residual incumbent at
the yards where those local trains originate and terminate, as TPI has proposed, so
that the residual incumbent can provide single line local train service to both the on-
SARR and off-SARR customers along the local train route.

The first option would preclude the SARR from achieving the same economies of scale,

scope and density that are available to the incumbent.”® The second option would require a
cascading series of SARR expansions that would make the SAC process unmanageable and shift

the focus away from the facilities that are necessary to serve the issue traffic.”’ The third option,

for all the reasons presented in this Rebuttal Part II1.C.2.a, is inefficient, impractical and

% See, Nevada Power II at 265 (n. 12).
' See, PSCo/Xcel I at 601-603; WEFA/Basin I, slip op. at 11.
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unrealistic, and would prevent both the SARR and the residual incumbent from providing the
service required by both on-SARR and off-SARR customers in violation of SAC principles.
That leaves only the fourth option which, if the Board were to conclude that it too violates SAC
principles, would leave the carload shipper without a viable means of implementing the SAC
test. “[STuch futility would violate the shipper’s statutory right to challenge rates....””

Although TPI will accept CSXT’s proposal (option three (3) from the list above) in this
case to minimize differences between the parties, TPI nonetheless requests that the Board
consider all options and opine as to which it believes is the soundest and most reasonable

‘position for future cases. Should the Board opt not to weigh in on the issue, all future shippers

will be caught in a regulatory purgatory as they develop Opening evidence in future cases, and
the railroads will again be in a position to simply object to whatever plan the shipper posits. This
will in turn place the Board back in the position of deciding an unsettled issue. The only reason
why TPI is not faced with the futility described above in this proceeding is because CSXT itself
has proposed the inefficient third option which procedurally TPI is permitted to adopt on
rebuttal. But even this option imposes inefficiencies on the SARR that bias the SAC analysis in
the defendant’s favor.

Second, CSXT claims that the On/Off-SARR Local Trains violate SAC principles
because on-SARR customers would receive a worse level of service than they currently receive

from the real world CSXT.” That claim is absolutely false and is inconsistent with the very

%2 Consol. Rail Corp. v. U.S., 812 F.2d 1444, 1457-58 (3d Cir. 1987) (Becker, J. concurring in part and dissenting
in part) (affirming Coal Rate Guidelines); see also, WFA/Basin I, slip op. at 11 (“we must guard against the SAC
process becoming so complex and expensive as to deny captive shippers meaningful access to the rate review
provided for under Guidelines™).

% See, CSXT Reply, pp. III-C-22-23.
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reasons why TPI determined that the residual CSXT should operate these local trains in the first
place. CSXT makes two highly misleading claims to support its argument.
CSXT claims that, by excluding these 5,940 Ow/Off-SARR Local Trains, “TPI

impermissibly reduced the frequency of TPIRR service available to 365 shippers.” Even

though the TPIRR would not provide the first-mile/last-mile service to these shippers in all
instances, those shippers still would receive the same frequency of service overall that they
receive today. The only difference is that the TPIRR would provide that service on days that the
local train serves only on-SARR locations, and the residual CSXT would provide that service on
days that the local train serves both on-SARR and off-SARR locations.

Next, CSXT falsely claims that TPI has interposed an otherwise unnecessary interchange
between the TPIRR and residual CSXT that degrades the service those shippers receive from
CSXT today.” In order to understand the misleading nature of this claim, it is necessary to
differentiate between the two groups of customers served by On/Off-SARR Local Trains. The
off-SARR traffic is local cross-over traffic that CSXT’s own operating plan requires the TPIRR
to interchange with the residual CSXT. The on-SARR traffic is traffic that becomes local cross-
over traffic under TPI’s operating plan only when it moves in On/Off-SARR Local Trains
operated by the residual CSXT, but would not be local cross-over traffic when moved in trains
operated by the TPIRR. Although TPI’s operating plan for On/Off-SARR Local Trains requires
an interchange of this traffic with the residual CSXT, that interchange does not require any
additional handling beyond what occurs in CSXT’s real world service today.

Specifically, in TPI’s opening operating plan, the TPIRR builds all of the local trains in

its classification yards regardless of whether a train is a local train that will be operated by the

% See, CSXT Reply, p. III-C-23 [emphasis added].
% See, CSXT Reply, p. III-C-23.
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TPIRR or an on/off-SARR local train that will be operated by the residual CSXT. The only
variable is whether the locomotive and crew belong to the TPIRR or the residual CSXT. That
train is never interchanged between these two carriers (although all carloads on that train are
interchanged between the two carriers at the yard) because either TPIRR or the residual CSXT
will operate the train over its entire round-trip route, depending upon whether the consist
contains cars that originate or terminate at off-SARR locations. Because this interchange occurs
at the precise same locations where this traffic switches from a road train to a local train in the
real world CSXT operations, the interchange does not require any additional activity that could
degrade service to either the on-SARR or off-SARR customers. For example, in the case of
Train A700 on April 1, 2013, discussed in the preceding section, the real world CSXT local train
originates at Cartersville with cars that arrived in Cartersville on other trains for delivery to local
customers, runs in turn service placing and pulling cars at three locations, and returns to
Cartersville with a consist that is placed on other trains for forwarding. The TPI opening model
simply replicated these real world movements, including actual yard and industry switching,
imposing no delay or inefficiencies on the traffic. In contrast, CSXT’s reply operating plan calls
for the introduction of two interchanges that do not occur in the real world (both at Stilesboro).
CSXT’s operating plan requires the TPIRR to on'ginaté all of these local trains at
TPIRR’s classification yards, operate them to the point of physical connection with the residual

CSXT, and interchange them with the residual CSXT (even though some cars may be

placed/pulled at on-SARR locations before this interchange occurs); and requires the residual

CSXT to then serve off-SARR customers, return to the point of physical connection with the

TPIRR, and interchange the train again back to the TPIRR. In other words, it is CSXT’s

operating plan, not TPD’s, that imposes unnecessary interchanges on every on/off~-SARR local
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train that degrades service to the customers served by those trains. Those multiple interchanges
are the major inefficiency in CSXT’s operating plan that TPI’s opening plan was designed to
avoid, even at the expense of allocating terminal revenue credit to CSXT for performing last-
mile switching.

The relative efficiencies of TPI’s opening operating plan, and the inefficiencies of
CSXT’s plan are illustrated in the A700 example discussed above, and are depicted in CSXT’s
Reply Exhibit III-C-3, page 1 of 3. In addition, CSXT’s train D762 example discussed in the
immediately preceding section (and depicted in CSXT’s Reply Exhibit III-C-3, page 2 of 3) also
illustrates those same inefficiencies.

Third, CSXT argues that TPI may not assume that the residual CSXT will agree to
provide local service to on-SARR customers “for the account of the TPIRR.”® But, TPI has not
made any such assumption. Rather, the On/Off-SARR Locai Trains carry cross-over traffic, for
which SAC principles do not require an agreement between the SARR and residual incumbent.
Indeed, no such agreement could exist in the real world for any type of cross-over traffic because
the SARR itself does not exist in the real world. SAC principles provide that the residual
incumbent will interchange cross-over traffic with the SARR and receive an ATC revenue share
for the service that it provides. Such service is not provided “for the account of the TPIRR”
pursuant to any sort of “hypothesized” agreement that does not exist in the real world, as CSXT

presumes.”’

% See, CSXT Reply, p. III-C-23.

°7 Even if such an agreement were required, CSXT disingenuously claims that the residual CSXT would refuse to
provide service to on-SARR customer locations. But CSXT already has accepted TPI’s operating plan for local
trains operated entirely by the residual CSXT to serve off-SARR customer locations. Those trains originate at
the same yards as the objectionable On/Off-SARR Local Trains, traverse the same routes as those trains to reach
the off-SARR locations, and pass directly by the on-SARR customer locations. It would be irrational for the
residual CSXT to refuse to serve those locations in exchange for an additional ATC revenue share, which would
increase its economies of scale, scope and density.
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Furthermore, CSXT’s claim that TPI’s opening operating plan for On/Off-SARR Local
Trains is inconsistent with the realities of real world railroading is false. Indeed, CSXT’s
proposal to interchange local trains has no connection to real world railroading. TPI’s opening
operating plan, in contrast, resembles real world scenarios in which a short line_ railroad (which
often is a spin-off of the Class I line-haul carrier) provides the first-mile/last-mile of service to
local customers. The ultimate question for the Board to resolve is which party’s operating plan
most efficiently handles the unique issues posed by local cross-over traffic, consistent with SAC
principles, while keeping the SAC analysis manageable and focused upon the issue traffic. For
all of the reasons discussed in this Part III.C.2.a, TPI submits that its opening operating plan best
accomplishes these objectives.

Fourth, CSXT describes TPI’s opening operating plan for On/Off-SARR Local Trains as
an impermissible expansion of the cross-over traffic device because the cross-over movements
contemplated by TPI would not extend the SARR’s geographic scope.”® This is a peculiar
argument for CSXT to make because its operating plan also handles the On/Off-SARR Local
Trains as cross-over traffic. As discussed in Part II1.C.2.a.i above, the purpose of both TPI and
CSXT in handling these trains as cross-over traffic is to avoid a substantial expansion of the
TPIRR’s geographic scope.

The disagreement between CSXT and TPI is not over whether cross-over traffic is
needed to avoid a substantial expansion of the TPIRR’s geographic scope. Rather, the dispute is
over the operations of the local trains that must handle that traffic. The critical difference
between TPI’s handling of this cross-over traffic on opening and CSXT’s handling is that TPI

interchanged this traffic with the residual CSXT at the classification yard to facilitate more

% See, CSXT Reply, p. III-C-24.
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efficient single line local train operations, whereas CSXT interchanges the local trains mid-route,
which creates inefficiencies for both the SARR and residual incumbent that CSXT refuses to
acknowledge or address. Although CSXT accuses TPI of “transparently” attempting to relieve
the TPIRR of the obligation to operate thousands of local trains and to avoid the cost of
providing local service, TPI explained above that the TPIRR would incur the operating and
infrastructure costs associated with the classification and blocking of all local trains in its
classification yards regardless of whether the TPIRR or residual CSXT operates those trains.
Moreover, despite the fact that the TPIRR would provide this high cost first-mile/last-mile
service, TPI assigned the entire ATC terminal revenue share for all cars moving on those local
trains to the residual CSXT. Thus, CSXT’s claim that TPI’s opening operating plan unfairly
shifted costs to the residual CSXT is false rhetoric.

b. Industrial Yard Trains

CSXT disingenuously accuses TPI of omitting 28,860 industrial yard trains that CSXT
claims also pick up and set off cars at customer facilities.” TPI and CSXT both accounted for
yard trains through a different analysis that was separate from their development of local train
lists. In fact, CSXT used a modified version of TPI’s opening workpaper to develop operating
statistics and operating expenses for all yard trains, including so-called “industrial yard trains.”'®
Thus, to the extent yard trains serve customer facilities, they are accounted for elsewhere in both
the TPI and CSXT evidence. Consequently, any addition of industrial yard trains to either
party’s local train list would by definition double-count an industrial yard train already included

in their separate analyses. CSXT clearly knows this because, just as TPI did not include yard

% See, CSXT Reply, pp. I1I-C-26-31.
1 See, TPI Opening workpaper “TPIRR Yard Operations.xlsx” and CSXT Reply workpaper “TPIRR Yard
Operations Reply.xlsx”.
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trains in its opening local train list, CSXT has not included any of the 28,860 allegedly missing

vard trains in its reply local train list used to develop local train operating statistics and expenses.

In fact, CSXT created two local train lists in its reply evidence: one is a “corrected” TPI
Opening train list and the other is a Reply local train list developed by CSXT as part of its
MultiRail analysis.'"” Neither CSXT local train list includes any industrial yard trains.'®
Therefore, TPI has not added any of the allegedly missing industrial yard trains to its rebuttal
local train list, although TPI has made adjustments to its separate analysis of yard trains in
response to CSXT’s reply to that analysis.

Although the foregoing paragraph provides all the justification that TPI needs for its
decision not to add any industrial yard trains to its local train list,'® TPI cannot allow CSXT’s
multiple arguments to go unrebutted, because those arguments demonstrate the lengths to which
CSXT has gone to sling baseless criticisms at TPI, in order to create the perception that TPI has
no clue what it is doing, but then adopting TPI’s methodology and ignoring its own criticisms
without acknowledging those facts to the Board.

First, CSXT creates the erroneous impression that TPI “missed” these yard trains because
its computerized search criteria of CSXT’s car event data did not search for trains with the “Y”

4

symbol, which represents yard trains.'”® CSXT’s arguments give the false impression that a

101 As discussed in Part II1.C.1.a CSXT used both train lists, even though they are completely unrelated, to develop
its operating plan. CSXT modeled the TPI “corrected” train list in the RTC simulation, but it used the MultiRail
train list for all other SAC purposes.

However, in an effort to make it appear as though CSXT’s Reply local train list included these industrial yard
trains, CSXT included them in its MultiRail analysis and referenced them in a separate list at the bottom of its
local train workpaper. See, CSXT Reply workpaper “BaseYearTrainComparison.xlsx,” which separately
identifies local trains and industrial yard trains. However, CSXT calculates no operating statistics or operating
expenses for these industrial yard trains. It is clearly meant to give the false impression that CSXT did
something it simply did not do. See CSXT Reply workpaper “TPIRR Operating Statistics Reply.xlsx,” which
sources back to “TPIRR Reply Train Lists.x1sx,” which refers to 60,788 local trains.

Otter Tail, slip op. at 19 (“BNSF cannot protest that an input into the RTC model is flawed without showing the
consequence of changing that input on the output of the model”).

104 See, CSXT Reply, pp. III-C-26-27, 29-30.

102

103
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simple adjustment to TPI’s computer code would have revealed the necessity of adding these
trains. The reality is very different. TPI did not carelessly overlook “Y” trains in the car event
data. Rather, after laborious evaluation of the “Y” train data, TPI determined that a different
analytical construct from that used to identify unit trains, merchandise trains, and local trains,
was needed to account for yard trains. That is why TPI, and presumably CSXT too, employed a
different analysis to account for yard trains.

Specifically, unlike other train symbols in CSXT’s car event data, “Y” train symbols are
not unique. CSXT uses the same “Y” train symbols for multiple yard trains and yard jobs in
several different locations across its network every day. For example, CSXT claims that proper
coding would have enabled TPI to identify Train Y110 as a yard train that handled issue traffic
on December 13, 2012.'% Although this particular Train Y110 operated, as CSXT describes,
from Winston, FL along a route that included Lakeland, Griffin, and Galloway, FL, there also
were six (6) other Y110 trains that operated around Brunswick, GA; Memphis Jct., KY; New
Orleans, LA; Newark, NJ; Pavonia, NJ; and Walbridge, OH on that day. There are two (2) other
sets of records that, after extensive manual review, also appear to be on a Y110 train that
operates around Baltimore, MD that is not contained in CSXT’s profiles data, and another set of
records that appear on a Y110 train in Woodbury, NJ that is not in CSXT’s profiles data.'’
Consequently, searching for Train Y110 in CSXT’s car event data produces jumbled and
illogical results that are impossible to decipher when aggregated using the same procedures that
TPI used to compile local trains, merchandise road trains, and unit trains.

Further evidence that “Y” train symbols are not unique can be found in CSXT’s own

reply evidence. For example, CSXT includes six (6) different Y101 Trains in its list of

195 See, CSXT Reply, pp. II-C-27-28.
196 See, TPI Rebuttal workpaper “Y110 from SARRAIIShTmYard xIsx”.
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“missing” industrial yard trains, but there are 19 other Y101 trains in CSXT’s traffic data that
operate around Coosa Pines, AL; Bainbridge, GA; Russell, KY; West Springfield, MA; NY Oak
Point, NY; Rochester, NY; Columbus, OH; Lima, OH; Philadelphia, PA (two (2) unique Y101
trains near Philadelphia); Stony Creek, PA; Columbia, SC; Greenwood, SC; Erwin, TN;
Knoxville, TN; Nashville, TN; Newport News, VA; Grafton, WV and Huntington, WV.1°7Y In
addition, there are 9,733 shipments on Y101 trains that run in 96 unique cities in the following
20 states: Alabama, Delaware, Florida, Georgia, Illinois, Indiana, Kentucky, Louisiana,
Massachusetts, Maryland, Michigan, Mississippi, New Jersey, New York, Ohio, Ontario,
Pennsylvania, South Carolina, Tennessee, Virginia, and West Virginia, that do not correspond to
the 25 Y101 trains mentioned above.'® In order to differentiate the six (6) Y101 trains included
in CSXT’s list of “missing” industrial yard trains, CSXT has given them suffixes that do not
exist in the actual traffic data. Specifically, CSXT identifies six (6) separate Y101 trains as
follows: Y101(1), Y101(2), Y101(3), Y101(4), Y101(5), Y101(6)."” CSXT uses similar suffixes
to differentiate many other yard trains with identical symbols as well. But none of these trains
are differentiated in this manner in CSXT’s actual traffic data, nor can they be differentiated
without intensive manual manipulation of the multiple records of car event data associated with
the roughly 3.6 million cars handled by yard trains annually.

In fact, just evaluating train Y101 involves manually reviewing 137,747 records of car
event data. Of these 137,747 records, 9,970, or 7.2 percent, of those records indicate that the

carload was originated at a location not included in the Train Profiles data, while 9,905, or 7.2

107 See, TPI Rebuttal workpaper “Y101 from SARRAIIShTmYard.xIsx”.
08
Id.
19 See, CSXT Reply workpaper “RegionStats-byCategory-byTrain.xlsx” Excel rows 650 through 655.
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percent, were terminated at locations not included in the Train Profiles data.'"® For this 7.2
percent, there is no way to associate the record with a specific yard train included in the Train
Profiles data.

Therefore, TPI used CSXT’s car event data only to identify unit trains, merchandise road
trains, and local trains. TPI excluded “Y” trains from its car event search criteria because it
simply was not feasible to identify all of the yard trains that participated in the TPIRR traffic due
to the manner in which CSXT identifies such trains in its data. Nevertheless, TPI did account for
yard trains through a separate analysis, just as CSXT did. Consequently, it would be incorrect
and illogical for TPI to include “Y” trains in its list of local trains, as confirmed by the fact that
CSXT itself has not done so in Reply.'"!

Second, by purporting to have identified some specific yard trains that handled TPIRR
traffic in three examples, CSXT gives the false impression that it actually performed the
foregoing analysis of its entire car event data in order to create its list of 28,860 supposedly

missing industrial yard trains.'” But that is not true! Other than those three examples, CSXT

was unable to develop or present a list of actual yard trains that participated in TPIRR traffic.

Instead, CSXT developed its list of 28,860 yard trains from its train profiles and then remarkably

claims that TPI “missed” them in the traffic data. Although many of the listed trains have train

symbols that correspond to actual historical trains that appear in the traffic data, none of the
trains listed are actual historical trains. Rather, they are a roster of trains that hypothetically

could be called upon to move traffic based on CSXT’s train scheduling and planning data. TPI

1% See, TPI Rebuttal workpaper “Y101 from SARRAIIShTrnYard.xlsx”

I Furthermore, contrary to CSXT’s inferences, yard trains are not local trains and thus should not be included in a
list of local trains; instead, they are a category unto themselves, which both TPI and CSXT have recognized by
calculating yard train statistics apart from local trains.

12 gee, CSXT Reply, pp. I1I-C-29-30.
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could not possibly have missed them precisely because they are hypothetical trains, not a list of

actual trains that were used to move TPIRR’s traffic in the real world, as CSXT boldly and

falsely represents them to be.

CSXT’s quantification of the number of “Y” trains TPI allegedly left out of its train list is
not, and could not be, based upon an evaluation of CSXT’s provided traffic data. Although
CSXT cobbled together three examples of actual industrial yard train movements for display in
its Figure III-C-3 and on pages III-C-28 to 29, the process required for CSXT to do so involved
manually piecing together select information from multiple disparate data sources and required
several judgment calls. CSXT did not—indeed, it could not—conduct this analysis for the entire
TPIRR traffic base, because it would have to perform this laborious manual task for millions of
carloads included in its traffic data. This is precisely why neither TPI nor CSXT developed yard
train statistics from CSXT’s traffic data.

The fact that there is no link between CSXT’s list of 28,860 allegedly missing yard trains
and any real world trains easily is demonstrated by dissecting one of CSXT’s more egregious
misrepresentations. Based upon the three industrial yard train examples in its narrative, CSXT
states that “864 of the industrial yard trains excluded by TPI originated or terminated 1,286
carloads of TPI’s own traffic—fully 39 percent of the ‘issue’ traffic in this proceeding.”'"* Based
on this portrayal, the list of 864 industrial yard trains required to move the issue traffic must by
definition be a subset of the 28,860 yard trains required to move all TPIRR traffic. They are
not! The list of 864 yard trains serving issue traffic includes 36 unique yard train symbols.'* Of
the 36 yard train symbols that actually served TPI’s issue traffic, only 20 (56 percent) appear in

CSXT’s list of 28,860 allegedly “missing” industrial yard trains. Thus, CSXT’s list of 28,860

13 See, CSXT Reply, p. III-C-30, citing CSXT Reply workpaper “IssueTrafficYardTrains.xlsx”.
11 See, TPI Rebuttal workpaper “YardJobs OnSARR_Serving_IssueTraffic v2.xlsx”.
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yard trains, which CSXT falsely claims “participated in the movement of TPIRR’s traffic” and
were “intentionally disregarded” by TPI, is just a grossly inflated estimate of the number of
available yard trains that possibly could move the TPIRR traffic under the operating scenario
CSXT created using MultiRail; it does not reflect trains that actually did move TPIRR’s traffic—
or CSXT’s traffic for that matter—in the Base Year.
Furthermore, CSXT describes the 28,860 allegedly “missing” industrial yard trains as

follows:

While industrial yard trains are assigned a Y’ (yard) train symbol in

CSXT’s event data, they operate in essentially the same manner as local

trains in ‘turnaround’ service, traveling to industries located beyond the

yard, setting off inbound cars and picking-up outbound cars, and
returning to the yard with the outbound shipments.'”

Notwithstanding the fact that this description of so-called industrial yard train operations
was not provided to TPI until it read CSXT’s Reply evidence, the vast majority of the 864 yard
trains that handled issue traffic according to the traffic data did not provide the type of “industrial
yard train service” CSXT described in its Reply narrative. Based on the CSXT traffic data, the
864 yard trains identified by CSXT handled 1,286 issue carloads. However, for 1,040 (81%) of
these carloads handled by yard trains, the yard train movement covered 0.0 miles."'® Therefore,
the operations of these yard trains simply do not meet the “industrial yard train” (quasi-local
train) operational criteria defined by CSXT. TPI fully accounted for all of the yard trains
handling issue traffic (and other TPIRR traffic) in its separate yard train analysis in Opening (as
modified in Rebuttal). - This is confirmed by the fact that CSXT fully accounted for all of the
yard trains handling issue traffic (and other TPIRR traffic) in its revised version of TPI’s

separate yard train analysis in Reply.

15 See, CSXT Reply, p. p. III-C-26.
116 See, TPI Rebuttal workpaper “YardJ. obs OnSARR Serving IssueTraffic v2.xlsx”.
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In addition, the issue traffic trip plans provided by CSXT in discovery show that CSXT’s
real world operating plan calls for only four (4) percent of TPI’s issue traffic to move more than

0.0 miles on yard trains. In an apparent attempt to support its misleading claim that industrial

vard trains regularly provide local service for issue traffic, CSXT forced 2.259 issue traffic

carloads (69 percent!) onto industrial vard trains in its MultiRail analysis.

CSXT included a handful of cherry-picked examples of issue traffic moves on industrial
yard trains in its Reply narrative. In the final example from Reply Figure III-C-3, CSXT
shows:

Train Y120 departed Evansville Yard on July 25, 2012. The crew first

worked at the {{| | | | JERINEEN  facility at Evansville, where it set off

two loaded cars of ‘issue’ traffic. Train Y120 then traveled to Wansford,

IN (located 15.4 miles from Evansville Yard), where it set off 4 loaded

cars and 8 empty cars. Upon returning to Evansville, it made a final stop

at the { (| | (-cility, where it set off 4

loaded cars and one empty car.'"”
The TPI lane associated with this traffic is Lane B02, which originates in Memphis, TN and
terminates in Evansville, IN. In the operations described by CSXT, although the yard train did
move some traffic over the CSXT system, the issue traffic was handled only in the Evansville
yard, and it could have been handled by any Evansville yard train, which is an operation for
which both TPI and CSXT have accounted in their separate yard train analyses. In addition, The

Trip Plan for this lane that CSXT provided in discovery indicates that no yard trains are required

to serve this traffic, as shown in Rebuttal Figure I1I-C-1 below.

"7 See, CSXT Reply, p. II-C-29.
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Rebuttal Figure HI-C-1
Discovery Trip Plan — Lane B02
Memphis, TN to Evansville, IN

Trip Plan CSX-TPI-C-028785
Event City State MM DD HHMM Train Block IYSC [OR  DWELL ACCTR Miles MPH
INT  MEMPHIS ™ 9 20 8© BNSF
DEP MEMPHIS L] 9 21 1030Q53221 NAS  NAS 2630 2630
ARR  NASHVILLE ™ 9 22 330053211 NAS 1700 4330 225 132
DEP  NASHVILLE ™ 9 23 1000 Q59223 VL BV 3030 7400
ARR  EVANSVILL IN 9 23 1830059223 EVL &0 8230 159 187

As shown above, not only is train Y120 not part of the Trip Plan for this issue
shipment, there are no “Y” trains in this Trip Plan at all, because CSXT planned to handle
the shipments in their entirety on two line-haul merchandise trains.'® In fact, only one train
Y120 is found in any of the issue traffic Trip Plans provided by CSXT in discovery, and it is a
different Y120 train altogether, operating in the Cumberland, MD yard and serving Lane B20
from Chicago, IL to Cumberland, MD.'"

Remarkably, CSXT’s made-for-litigation MultiRail trip plan'® for this Memphis-
Evansville lane, contradicts both the routes and trains shown in the traffic data and the
routes and trains included in the Trip Plans provided by CSXT in discovery. Specifically,
in the trip plan provided in Discovery (shown in Figure III-C-1 above), which was
presumably developed by CSXT in the normal course of business, two trains, Q532 and
Q592 handle the traffic over a 384 mile route with a change of train in Nashville. In the
made-for-litigation MultiRail trip plan, as shown in Rebuttal Figure III-C-2 below, the

traffic is handled by two trains, again with switching in Nashville, TN. The traffic in the

18 See, TPI Rebuttal workpaper “Trip Plans (CSX-TPI-C-28781 to 28891).pdf” at CSX-TPI-C-028785.

"9 Jd. at CSX-TPI-C-028803.

120 See, CSXT Reply workpaper “SARR19B_TripPlan IssueTraffic_Loads.pdf,” described in the CSXT Reply
workpaper index as “Trip Plan Report detailing Trip Plans for issue traffic designed through multirail operating
plan.”
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MultiRail plan, however, travels on Train Q536 from Memphis, TN to Nashville, TN
instead of Q532 and the entire trip covers 399.2 miles, reflecting a route that is 15.2 miles
longer than the Discovery trip plan.

Rebuttal Figure II1-C-2

MoultiRail Trip Plan — Lane B02
Memphis, TN to Evansville, IN

Event City State MM DD HHMM Train Miles
Pick-up J_MEMTENYARTN_LMPBNS_ BNSF (LMPB TN 6 18 18:57 Q536v.1 0.0
Set-out T_NASHVILLE TN (T_000190) TN 6 19 12:45 Q536v.1 244.2
Pick-up T_NASHVILLE TN (T_000190) TN 6 20 12:00 Q592v.1 244.2
Set-out T_EVANSVILLIN (T_00H323) N 6 20 20:00 Q592v.1 399.2

Source: SARR19B_TripPlan_lssueTraffic_Loads.pdf page 99

CSXT’s use of “Y” trains in its reply models clearly contradicts its use of “Y” trains
in both its real world operations and its real world planning activities, and only serves to
intentionally blur the already imprecise “Y” train accounting reflected in CSXT’s real
world operations and data capture practices.

Third, CSXT implies that TPI’s operating plan was completely devoid of yard trains,
which simply is not true. Specifically, CSXT asserts that “TPI cannot claim that those 28,860
trains are not necessary to ‘provide for full service from each specific origin, through the
network, and to each specific destination.””'® This statement is patently false. “Those 28,860
trains” are not necessary, as demonstrated by the fact that they are not even historical trains that
moved in the Base Year. TPI agrees that yard trains generally are necessary, and TPI did

account for yard trains, but not in its local train list, because yard trains are different from local

121 See, CSXT Reply, p. II-C-30, quoting DuPont, at 38.
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trains.'?

More importantly, CSXT adopted the very same model that TPI presented in opening to
develop its own reply yard train operating plan and statistics.”” Thus, both parties have included
yard trains in their operating plans, but not as part of their local train lists.

Although CSXT claims that the required correction to TPI’s operating plan is to add
28,860 industrial yard trains to TPI’s local train list that is not the correction that CSXT itself
made in its reply evidence. For example, CSXT alleges that TPI omitted essential yard trains at
the TPIRR’s Evansville, IN; Augusta, GA; and Winston, FL yards.'” In order to address those
alleged deficiencies, however, CSXT has not added any industrial yard trains to TPI’s local train
list; rather, CSXT adjusted the number of daily yard jobs, personnel, and locomotives at those
locations in the TPI’s opening yard train model.”® CSXT adjusted TPI’s opening “yard jobs”
analysis to account for all industrial yard train activity throughout its reply evidence. To the
extent that TPI agrees or disagree with CSXT’s adjustments, TPI addresses them in Part III.C.5.¢
below and accounts for them in its workpapers.'*

Fourth, CSXT’s own MultiRail analysis proves that these 28,860 industrial yard trains are
unnecessary. CSXT input all 28,860 industrial yard trains into MultiRail in an apparent effort to
give credence to its false claims. CSXT assigned TPIRR traffic blocks to some of those trains
for certain movements, including issue traffic movements. However, for nearly forty percent
(11,180) of the trains, no cars were assigned in MultiRail."” Moreover, even those trains to

which some cars were assigned in MultiRail, that traffic would require far fewer trains than

CSXT has posited, because CSXT assigned less than one carload per day to those trains (e.g.,

122 See, TPI Op. workpaper “TPIRR Yard Operations.xlsx”

123 See, CSXT Reply workpaper “TPIRR Yard Operations_Reply.x1sx”.

124 See, CSXT Reply, pp. II-C-30-31.

125 See, CSXT Reply workpaper “TPIRR Yard Operations Reply.xlsx”.

126 See, TPI Rebuttal workpaper “TPIRR Yard Operations Rebuttal xIsx”.

127 See, TPI Rebuttal workpaper “Review of CSXT Reply Yard Train Analysis.xlsx”.
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260 annual trains to move 35 annual carloads).”® Conservatively adjusting CSXT’s numbers to
run a yard train for each individual annual carload assigned to it in MultiRail, CSXT is shown to
have inflated its annual train count by an additional 2,819 trains based on its own user-specified
blocking assignment in MultiRail. In total, even if CSXT’s MultiRail analysis were sound and
reasonable, CSXT overstated the number of industrial yard trains required by 13,999, nearly half
of its claimed 28,860.'%

Regardless, CSXT’s MultiRail analysis was merely window dressing—it was not used to
generate yard train statistics or costs. To the extent that yard trains are needed to provide service
at customer facilities, both TPI and CSXT have accounted for those services in their separate
development of yard job statistics, and TPI has made appropriate adjustments in Part III.C.5.e
below. This renders moot CSXT’s entire criticism of TPI for not counting yard trains in its local
train list. Any dispute over the proper number of yard trains must be resolved by the party’s
development of yard job statistics.

Fifth, CSXT’s own RTC simulation also proves that 28,860 allegedly missing industrial

yard trains is a hyper-inflated number with no basis in reality. Although CSXT claims that TPI

128 CSXT generally assumed that every yard train symbol would operate every day of the week indicated in its train
profiles data every week of the year. Thus, if the train profile indicated that a yard train is available five (5) days
per week, CSXT assumed that train actually would operate 260 days a year (5 days x 52 weeks) even though
CSXT’s MultiRail analysis demonstrated that just a handful of cars would move on that train over the course of
the entire year. For example, because the train profiles data indicated that yard train Y101(2)-Jackson Yard Job
was available to run five (5) days per week, CSXT assumed it would run 260 times per year. However, CSXT
assigned a total of 35 annual carloads to the train Y101 (2) route over the course of a year. Because MultiRail is
based on smoothed out average carload statistics, CSXT assigned 0.13 carloads to each of the 260 trains it
assumed would be operated in the Base Year. Therefore, CSXT’s MultiRail analysis calls for 260 annual trains
and crews to move 35 annual carloads. In fact, CSXT often assumed the yard trains would run at a greater
frequency than specified in the train profiles data. Specifically, CSXT assumed 56 industrial yard train symbols
would run at profiles-specified frequency, 28 would run at greater than profiles-specified frequency, and 3 would
run at less than profiles-specified frequency (5 of CSXT’s industrial yard train symbols do not appear in the
profiles data.) See, TPI Rebuttal workpaper “Review of CSXT Reply Yard Train Analysis.xlsx”.

129 See, TPI Rebuttal workpaper “Review of CSXT Reply Yard Train Analysis.xlsx”.
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disregarded 92 separate industrial yard train symbols representing 555 weekly train starts,"°
CSXT only included 11 industrial yard trains in its peak week RTC simulation.” This is less
than two (2) percent of the 555 weekly train starts that CSXT claims TPI omitted. Furthermore,
extrapolating this peak week number across a whole year results in only 572 annual industrial

yard trains, which is a far cry from 28,860 trains. If CSXT could only justify including 11

industrial vard trains in modeling the busiest week of the Peak Year, its claim that TPI should

have added 555 such trains per week to its Base Year train list is patently absurd.!*?

Finally, to put an exclamation point on the foregoing misrepresentations, CSXT states
that it “corrects this massive deficiency in the TPIRR’s local train service plan by adding to the
TPIRR’s train list those industrial yard trains that handled selected traffic between a TPIRR yard

and one or more customer facilities.”*® This is patently failse! CSXT Reply Workpaper

“TPIRR Open Train Lists Corrected.xlsx” does not add a single one of these 28,860 allegedly
missing trains to TPI’s opening train list. Like TPI, CSXT developed yard train operating
statistics apart from its train list in a separate model. TPI’s opening evidence local train list
included 42,208 actual historical trains that moved actual historical consists. CSXT’s “corrected
train list” workpaper adds only the 5,940 On/Off-SARR Local Trains discussed in Part II1.C.2.a
to TPI’s opening train lists for a total of 48,148 local trains. There is not a single industrial yard

train on that list. Nor for that matter has CSXT added any of the remaining allegedly missing

B9 See, CSXT Reply, p. I1I-C-29.

B1 See, CSXT Reply, pp- II-C-173-174. Although CSXT claims to have included 16 trains, it actually only
included 11 in its RTC modeling exercise.

32 Importantly, although CSXT modeled these 11 trains in RTC, it did not use the RTC output to develop yard train
statistics. CSXT appears to have included these 11 yard trains simply as a means to interfere with the other
trains it modeled and upon which its operating statistics for unit, merchandise, and local trains are based.
Although TPI does not believe these 11 trains are necessary in the RTC modeling exercise, TPI has nonetheless
included them in order to minimize the number of disputes between the parties.

133 See, CSXT Reply, p. II-C-31.
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trains discussed in the next section. A subset of these 48,148 trains are the only local trains that
CSXT models in its RTC simulation, along with the 11 industrial yard trains mentioned above.

¢. Other Local Trains that Perform
First-Mile/L ast-Mile Switching

The balance of the allegedly missing local trains are 9,894 local trains that CSXT
discusses under the generic heading “Other Local Trains That Perform First-Mile/Last-Mile
Switching at Customer Facilities.”** Despite this generic heading, CSXT actually breaks these
trains into four subgroups: (1) No car event locals; (2) Empty car trains; (3) Manually removed
trains; and (4) Trains removed for unknown reasons. As with its treatment of industrial yard
trains, despite all of its rhetoric, CSXT does not add a single one of these allegedly missing local
trains to its “corrected” version of TPI’s local train list."** That is reason enough for TPI to reject
all 9,894 of these local trains.”® To be conservative, however, TPI added a portion of the first
and last subgroups and all of the second and third subgroups to its Rebuttal train list.

i. No Car Event Locals

CSXT identified 5,302 local trains in the sub-group of “no car event locals.” This sub-
group is so-named because, as CSXT itself acknowledges, those trains do not participate in the
movement of TPIRR traffic according to CSXT’s own car event data."” Nevertheless, CSXT
claims that these trains appear in other data sources provided to TPI in discovery. CSXT’s
overcharged rhetoric, however, is not supported by any hard evidence, just CSXT’s assertion that
the Board should trust what CSXT claims rather than what its own data demonstrates.

Furthermore, as with the industrial yard trains, CSXT’s rhetoric is undermined by its actions, or

1% See, CSXT Reply, p. III-C-31 to 35.

135 See, CSXT Reply workpaper “TPIRR Open Train Lists Corrected.xlsx”.

B¢ Otter Tail, slip op. at 19 (“BNSF cannot protest that an input into the RTC model is flawed without showing the
consequence of changing that input on the output of the model”).

137 See, CSXT Reply, p. II-C-32.
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in this case, its omission of these very same trains from its “corrected” TPI Opening train list and
its failure to model these trains in its RTC simulation. Although this fact alone is sufficient to
warrant rejection of CSXT’s criticism, TPI will include 2,069 of these trains in its rebuttal train
list—and unlike CSXT, TPI will include them in its RTC model—for the reasons set forth
below.

CSXT claims that these trains do not show up in the car event data as handling TPIRR
traffic because “many of the trains discarded on that basis are local trains that perform ’switcher’
service” that “improve the efficiency of road train service” and enable other types of local trains
to serve a greater number of stations during a single shift."® In Reply, CSXT implies that its car
event data do not consistently capture all traffic handled by these local switchers. CSXT
provides just two examples of such service, the “Bowater Switcher” and the “Nissan Shuttle.”"*
Although these are the only two concrete examples that CSXT provides, TPI accepts the premise
that such trains do operate on the CSXT system and that they enhance the efficiency of the
network."® TPI, however, does not accept CSXT’s implication that all 5,302 trains omitted from

TPI’s opening train list are in fact local switchers.'*

B8 See, CSXT Reply, p. II-C-32.

% Id. at TII-C-32 to 33.

140 TPI did not exclude all local switchers from its opening train list. In fact, TPI included 6,075 of these trains for
which the car event data demonstrated that TPIRR traffic moved on those trains.

CSXT makes much of the fact that, for non-local trains (i.e., unit and line-haul merchandise trains), TPI used
different rules for determining whether to include trains in its opening train list. Specifically, CSXT notes at III-
C-33 that TPI included all unit and line-haul merchandise trains that appeared in the train event data even if they
did not appear in the car event data, but that it applied different rules for local trains. But CSXT itself provided
information in its October 11, 2013 letter (TPI Op. Ex. III-C-1) that clearly indicated different rules should be
applied for local trains. Furthermore, TPI’s opening evidence demonstrated very different levels of data
comparability between the CSXT data sets depending on the train type. Specifically, TPI Opening workpaper
“Train Matching Between Car Events And Train Sheets V03 11272013.x1sx” shows that: (1) 99.5 percent of all
line-haul merchandise trains identified in the car event data also can be found in the train sheets data, (2) 99.3
percent of all unit trains identified in the car event data can be found in the train sheets data, and (3) only 94.4
percent of all division locals and switchers identified in the car event data can be found in the train sheets data.
From this analysis TPI determined that the car and train data were equally reliable for determining whether train

141
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CSXT developed its Reply local train list from train profiles data, and then assigned
blocks of cars to some of the local trains included therein using MultiRail. Specifically, CSXT’s
Reply local train list includes two separate and distinct groups of local trains: (a) 50,440 trains
(encompassing 188 unique train symbols) to which it assigned blocks of cars in MultiRail, and
(b) a distinctly separate group of 10,348 trains (encompassing 38 different unique train symbols)
to which it assigned no blocks of cars in MultiRail. The group of 38 local train symbols
(representing 10,348 trains) to which CSXT assigned no blocks of cars in MultiRail includes the
two train symbols identified as examples of the critical local switcher service for which TPI
failed to account (i.e., the Bowater switcher and the Nissan Shuttle). CSXT offered no other
explanation as to why it included and developed operating statistics and operating expenses for a
group of 10,348 trains to which it assigned zero car blocks in its MultiRail analysis. TPI,
therefore, has inferred that the 38 train symbols to which CSXT assigned zero car blocks in
MultiRail perform switching at designated locations rather than move cars along the TPIRR
network. In other words, these are the local “switchers” that CSXT has not proven are required
to serve the traffic, but instead merely has asserted that they are necessary.

Based on this inference that the 38 train symbols to which CSXT assigned zero car
blocks operate as local switchers, TPI has determined that just 2,069 of the 5,302 “no car event
locals” moved under any of the 38 local switcher train symbols. TPI therefore has included these
2,069 “no car event locals” in its rebuttal train list. The other 3,233 “no car event locals” moved
under one of the 188 other unique local train symbols (i.e., non-switchers) included in CSXT’s
Reply train list. CSXT has not offered any reason why these other locals that do not appear in

the car event data should have been included. Because the only explanation CSXT has offered

activity actually occurred for unit and line-haul trains, but that the train sheet data for local trains was
significantly less reliable than it was for line-haul and unit trains.
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for why “no car event locals” should be included is that “many [as opposed to all] of them”
perform “local switcher service,” the local switchers are the only trains in this subgroup that TPI
has added to its Opening train list.

ii. Empty Car Trains

CSXT alleges that TPI omitted 2,558 local trains because they handled only empty
cars."” But again, CSXT has not added these trains to its “corrected” TPI opening train list or
modeled them in the RTC simulation. Nevertheless, on rebuttal TPI will accept all 2,558 local
trains that only transported empty cars, and unlike CSXT, TPI includes them in its Rebuttal RTC
model.

CSXT has not proven that these trains are necessary to handle the TPIRR’s traffic, but as
with the “no car event locals” CSXT merely asserts that they are required. Many of these trains
handled as few as just one empty car. A least-cost, optimally efficient railroad (or any real world
railroad for that matter) would assign the empty car to the next loaded train rather than run a train
to move a single non-revenue car. Nevertheless, TPI conservatively adds all of those trains to its
Rebuttal train list, and models them in its RTC simulation, in order to avoid the possibility that
this single omission might cause the Board to reject TPI’s entire operating plan.

iii. Manually Removed Trains

CSXT criticizes TPI for removing 332 local trains from its opening train list as a result of
a manual review, but CSXT cannot discern TPI’s reason for their omission.'” TPI manually
excluded those trains from its Opening train list because they are On/Off-SARR Local Trains.

However, unlike CSXT’s treatment of the 5,940 On/Off-SARR Local Trains discussed in Part

2 See, CSXT Reply, p. I1I-C-33.
3 See, CSXT Reply, pp. III-C-34-35. The foregoing statement belies CSXT’s accusations elsewhere that TPI

relied primarily upon “a series of ‘automated’ analyses of CSXT’s historical train and car event data.” Id. at ITI-
C-4.
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I11.C.2.a above, CSXT has not added these 332 trains to its “corrected” TPI train list or modeled
those trains in its RTC simulation. Nevertheless, because TPI has decided to add the On/Off-
SARR Local Trains to its Rebuttal train list, consistency requires TPI to also add these 332
trains. Therefore, TPI has added all 332 manually removed trains to its Rebuttal train list and
modeled them in its RTC simulation.

iv. Trains Removed for Unknown Reasons

Finally, CSXT has identified 1,702 local trains for which it could not discern any reason
for why they were omitted by TPL' Despite this criticism, CSXT again does not add those
trains to its “corrected” TPI train list or model them in the RTC simulation, which is reason
enough for TPI to reject CSXT’s criticisms. Nor does CSXT attempt to explain why those trains
should be included. Rather, CSXT merely asserts that these trains participated in handling the
TPIRR’s Base Year traffic without offering any support for that assertion.

Despite CSXT’s unspecific and unsubstantiated claims, these trains were properly
excluded from TPI’s Opening train list. CSXT repeats its familiar complaint that TPI “fail[ed] to
capture” these trains as a result of “both the ‘automated’ train selection process that TPI
employed and a number of decisions made by TPI in compiling and reviewing its train list,”'¥
and further that, “TPI’s reliance upon ‘complicated coding solutions,” ‘novel and complex
programming solutions,” and ‘logic loops,” rather than operating knowledge, to design the
TPIRR’s train service plan (predictably) resulted in an operating plan with massive deficiencies

33146

in local train service. CSXT is categorically wrong in its assertion that TPI simply used

144 See, CSXT Reply, p. III-C-35.

145 See, CSXT Reply, p. III-C-32. Throughout its reply evidence, CSXT attempts to tar TPI for using an
“automated” train selection process. This is a bizarre claim because both parties used automation to create a
train list for the TPIRR. Indeed, to suggest that either party could develop a list of roughly 200,000 trains from
millions of car and train event records in this case using anything other than an automated process is ridiculous.

146 See, CSXT Reply, p. III-C-34.
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automated processes and failed to critically review the results of those processes. If CSXT had
engaged in more than a cursory review of the data related to the 1,702 trains in question, it would
have determined that those trains were properly and logically excluded from TPI’s Opening train
list. TPI conducted this review in developing its Opening evidence and determined that the
trains identified by CSXT have various issues that render them unnecessary for providing service
to the TPIRR traffic group.

In contrast, the process used by CSXT to identify these 1,702 “trains” was itself a simple

coding exercise that was totally devoid of any review of the data. CSXT simply identified all

trains (defined as a combination of train ID plus train suffix (date)) that appear in either the car
event data or the train sheets data, regardless of what the car event, train sheets, and train event
data say about what the train actually did, if anything. CSXT made no attempt to determine what
the train operations were, or why they were critical to providing service to TPIRR customers. If
CSXT had bothered to review the data—as TPI did—the reasons for the trains having been
“excluded” would have been obvious. CSXT offers no reason why TPI should have included
these trains because none exists. Rather, CSXT is attempting to mislead the Board based on
false claims about the traffic data and how TPI used it to develop its operating plan.

The following three examples demonstrate that TPI logically and properly excluded these
trains from the TPIRR train list.

Example 1 — Train A700 20121031

There are a total of three (3) carloads associated with this train in the car event data. For
two of the cars (CSXT 2259 and CSXT 6471), the car event data show that they were handled by
14 different trains over the course of seven (7) days in the same location (Cartersville, GA); there
are no link events that show movement of those cars over the CSXT system beyond Cartersville.
Twelve (12) of the recorded events are associated with twelve different yard trains; just one (1)
of the recorded events is associated with the A700 local train; and one (1) of the recorded events
is not associated with any train (TrainID = “UNKNOWN”). The car event data does not indicate
that the cars were classified, switched, originated, terminated, interchanged, placed, or pulled.
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Therefore, TPI logically concluded that all of the recorded handling shown in the car event data
for these two (2) cars showed repositioning of railroad owned cars between shipments, that such
repositioning was not necessary to serve the traffic group, and even if it was necessary, that such
repositioning could efficiently be handled by the yard jobs TPI included in its operating plan.

For the one (1) other car (GATX 2785) on this train, the car event data shows that this
empty car was handled by train A700 from Cartersville to Cedartown, GA, which is not even on
the TPIRR. There are nine (9) car events for this car associated with train A700. The first seven
(7) car events are associated with train A700 20121024, and show the movement of the empty
car from Cartersville to Cedartown on October 24. The last two (2) car events are associated
with train A700 20121031 and show that the empty car was handled again at Cedartown a week
later. Because no other carloads are associated with this train in the car event data, there is no
need for it to serve the TPIRR traffic group.

Example 2 - Train F702 20120807

There are a total of three (3) carloads associated with this train in the car event data. For
two (2) of the cars (CSXT 6123 and CSXT 6052), the car event data show that the cars were
handled by three (3) different trains at Wadesboro, NC over the course of seven (7) days. All
recorded events occurred in the same location and there are no link events that show movement
of those cars over the system beyond Wadesboro. Two (2) of the recorded events are associated
with F702 trains showing two (2) different Train Suffixes, and one (1) of the recorded events is
not associated with any train (Train ID = “UNKNOWN?”). The car event data does not indicate
that the cars were classified, switched, originated, terminated, interchanged, placed, or pulled.
Therefore, TPI logically concluded that all of the recorded handling shown in the car event data
for these two (2) cars represented a railroad owned car being repositioned in a yard between
shipments, and that such repositioning was not critical to serving the TPIRR customers, and any
such handling would be made by yard trains at any rate.

For the one (1) other car (UTLX 202921) on this train, the car event data shows that this
empty car shipment was handled by train F702 from Rockingham to Wadesboro, NC. There are
eleven (11) car events for this car associated with train F702. The first four (4) car events are
associated with train F702 20120726, and show the movement of the empty car from
Rockingham to Wadesboro on July 26. The next three (3) car events are associated with train
F702 20120807 and show that the empty car moved to Gravelton, NC nearly two (2) weeks later.
The last four (4) car events are associated with train F702 20120809 and show that the empty car
was moved back to Wadesboro (where it had been placed by F702 20120726 two (2) weeks
earlier). TPI handled this shipment in its entirety on train F702 20120726.

There are two (2) reasons why this treatment is logical and correct. First, as documented
in CSXT’s discovery materials, the train suffix (or date) for a particular (non-unit) train changes
while the train is en route.'”” In other words, a train operating over the course of two calendar

7 TPI Op. Ex. III-C-1, pp. 12-13. CSXT’s provided Database Field Decoder for the Car Event Database States:
“Train Suffix: the calendar date of the train operation in 'YYYYMMDD' format, but not necessarily the date on
which the train first moved.”
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days will have its train suffix change when the day turns over, but it will still be the same train
moving over the system. TPI’s opening train list development procedures clearly stated that TPI
accounted for this data issue by associating all movements on a given Train ID with the first train
suffix (date) that appears in the car event data for that Train ID, and CSXT accepted this data
accommodation.'® Second, it is illogical to develop an operating plan to move a single empty
car on three separate trains of the same symbol two weeks apart with no loaded shipment in the
meantime. This is demonstrated by the fact that CSXT, in its MultiRail analysis, assumes that a
single local train will move all cars assigned to it from interchange/origin to
interchange/destination in one run. Requiring three trains to do the job of one would clearly be
counter to the notion that the SARR is a least-cost, most-efficient railroad.

Because no other carloads are associated with Train F702 20120807 in the car event data,
there is no need for it to serve the TPIRR traffic group. The train data for this train comprises a
single train sheet data record showing that it operated out of Wadesboro, and ten (10) related
train event records that show the train moving through West Side Jct., NC (near Wadesboro) and
Lilesville, NC (near Gravelton.) As noted above, there is no need for this train in the operating
plan, because the plan logically assumes that this car is handled on train F702 20120726, which
TPI has included in its train list. No rational railroad would plan to run a train simply to move a
single empty car out of and back into the same yard between revenue jobs.

Example 3 - Train M703 20120904

There is just one (1) carload associated with this train in the car event data. For this one
(1) car (CSXT 1183), the car event data shows that this empty car shipment was handled by train
M?703 from Mobile to Bay Minette, AL, and then back to Mobile empty. The car event data does
not indicate that the car was classified, switched, originated, terminated, interchanged, placed, or
pulled. There are seven (7) car events for this car associated with train M703. The first three (3)
car events are associated with train M703 20120831, and show the movement of the empty car
from Mobile to Bay Minette on August 31. The next two (2) car events are associated with train
M703 20120903 and show the empty car again at Bay Minette three (3) days later. The next one

148 See Exhibit III-C-1 at pp. 12-13 (“Through extensive data testing and evaluation, TPI discovered that for certain
train types — most notably line-haul merchandise and certain local trains — the TRAIN SUFFIX changes en
route, despite the fact that the actual train on which the cars are moving does not change. For example, Train
ID Q539 is a daily manifest train running between Cincinnati and Atlanta with regular scheduled stops. A car
that is first placed on the train in Cincinnati and runs the entire route to Atlanta often will have the
TRAIN SUFFIX change en route when the calendar date turns over. When this happens, the Car Event data will
indicate that the car left Cincinnati on Q539 20130101, and arrive in Atlanta on Q539 20130102, for example.
In this case, the car will actually have been on the same train from Cincinnati to Atlanta, but the car event data
would appear to indicate that it moved on two separate trains. To accommodate this data nuance, TPI
associated all car event data records for a given SHIPMENT KEY&TRAIN ID combination with the first
TRAIN SUFFIX date included in the car event data for that shipment. In the above example, this would mean
that the car would have been considered to be on train Q539 20130101 for the entire movement from Cincinnati
to Atlanta.”) and Exhibit III-C-3 at p. 2, footnote 9/ (“Note: TRAIN SUFFIX sometimes changes for a given
train (particularly line-haul merchandise trains, including intermodal, auto, and intercity manifest trains) along
a route to reflect the movement date, not the date the train originates (e.g., A car may be reported in the CE data
as first moving on TRAIN ID Q539 with TRAIN SUFFIX 20130115 and later moving on TRAIN ID Q539 with
TRAIN SUFFIX 20130116, but the actual train on which it moved will not have changed.)”).
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(1) car event is associated with train M703 20120904 and shows the empty car at Mobile the
following day. The last one (1) car event is associated with train M703 20120905 and shows the
empty car again at Mobile the next day.

TPI handled this shipment in its entirety on train M703 20120831. There are two (2)
reasons why this treatment is logical and correct. First, as addressed in the previous example, the
train suffix (or date) for a particular (non-unit) train changes while the train is en route. TPI
procedures clearly stated that TPI accounted for this data issue by associating all movements on
a given Train ID with the first train suffix (date) that appears in the car event data for that Train
ID, and CSXT accepted this data accommodation. Second, it is illogical to develop an operating
plan to move a single empty car on four (4) separate trains of the same symbol over the span of a
week with no loaded shipment in the meantime. This is demonstrated by the fact that CSXT, in
its MultiRail analysis, assumes that a single local train will move all cars assigned to it from
interchange/origin to interchange/destination in one run. Requiring four (4) trains to do the job
of one (1) train would clearly be counter to the notion that the SARR is a least-cost, most-
efficient railroad.

Because no other carloads are associated with this train in the car event data, there is no
need for it to serve the TPIRR traffic group. The train data for this train comprises a single train
sheet data record showing that it operated out of Mobile, and zero (0) related train event records.
In other words, there is no record of this train ever having moved over the CSXT system at all in
the train event data. Regardless, there is no need for this train in the operating plan, because the

plan logically accounts for the car on train M703 20120831. No rational railroad would plan to
run four (4) trains to do the job of a single train.

* * *

Despite the fact that manual review of the data associated with the trains in question
indicates that none are required to serve the TPIRR traffic group for the foregoing reasons, TPI
has added 474 of these trains to its Rebuttal train list because the real world trains move under
the 38 zero-car local switcher train symbols included in CSXT’s Reply train list developed as
part of its MultiRail analysis. Therefore, TPI assumes that these trains are local switchers and
includes them in its Rebuttal train list—and unlike CSXT, TPI includes the trains in its RTC
model—for the reasons discussed in Rebuttal Part I11.C.2.c.1.

3. Internal Cross-Over Traffic

This may be the first SAC case in which the defendant has not challenged, or at least

complained about, the complainant’s use of cross-over traffic in general. Although CSXT
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represents that nearly 70 percent of the TPIRR’s traffic volume is cross-over traffic, it
acknowledges that this case largely does not involve the “hook-and-haul” overhead cross-over
traffic that was the focus of railroad objections in prior cases and in the recent EP715 rulemaking
proceeding.' Nevertheless, CSXT objects to “internal cross-over” traffic, which CSXT has
dubbed “leapfrog” traffic and mischaracterized as “a radical expansion” of cross-over traffic.'’
But this is just another attack by CSXT on the concept of cross-over traffic itself, which CSXT
attempts to disguise as something new. The Board should reject CSXT’s attempt to carve out an
internal cross-over exception to cross-over traffic because internal cross-over movements are the
mirror image of long-accepted overhead crossover traffic, they are consistent with SAC
principles and Board precedent, they are a part of real world railroading, and they are absolutely
essential to a manageable and cost-effective SAC analysis for carload traffic.

a. CSXT’s Obijections are Inconsistent

Internal cross-over traffic is the mirror image of what CSXT would consider the
traditional form of overhead cross-over traffic movements. In the traditional form, the residual
incumbent originates and terminates the traffic, and the SARR handles the traffic over a segment
in the middle of the incumbent’s real world route. Internal cross-over traffic looks exactly the
same as traditional overhead cross-over traffic, except that the roles are reversed. The SARR
either originates the traffic or receives it in interchange from a third-party carrier and either
terminates the traffic or forwards it in interchange to a third-party carrier, while the residual
incumbent provides overhead (and sometimes hook-and-haul overhead) service in the middle.

Therein lies the irony of CSXT’s objections to internal cross-over traffic.

19 See, CSXT Reply, p. III-A-29.
150 1d. at 30.
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CSXT’s objection to this traffic is particularly ironic in light of the positions that it, and
every other Class I railroad, took in EP715. Specifically, CSXT argued that, “[w]hen a SARR
inserts itself in the middle of a movement, and handles carload traffic in an overhead fashion, it
performs little-to-none of that costly, essential [origination/termination] work.”"*! According to
CSXT, “this results in an over-allocation of cross-over revenues to the SARR.”? However,
CSXT argues here that, when the roles are reversed and the residual incumbent is the beneficiary
of this alleged over-allocation of cross-over revenue and the SARR performs the costly
origination/termination work, suddenly the bias is reversed."” This is a transparent “heads [ win,
tails you lose” proposition.

The hypocrisy of CSXT’s attack on internal cross-over traffic is also evident when
contrasted with other portions of CSXT’s proposed operating plan for the TPIRR, which TPI
addresses in greater detail in Part [I1.C.2.a.i above. Although CSXT asserts that internal cross-
over traffic is inconsistent with real world railroading and creates inefficiencies, CSXT
nevertheless insisted upon creating internal cross-over trains for local traffic in its own operating
plan for the TPIRR.

In its Opening Evidence, TPI identified an issue that is unique to a carload SARR
involving the operation of local trains. In order to originate or terminate all of the SARR’s line-
haul carload traffic in keeping with CSXT’s historical operations, either TPI would have to
expand the TPIRR far beyond the lines needed to serve the issue traffic, or local trains would

have to operate as cross-over trains, often with more than one interchange between the TPIRR

Bl See, “Rebuttal Comments of CSX Transportation, Inc. and Norfolk Southern Railway Company,” p. 10 (filed
Jan. 7, 2013) in Docket No. EP 715, Rate Regulation Reforms.

32 14 at 11 [emphasis added].

133 TPI disagrees that cross-over traffic of any type creates a bias. What the rail industry has termed a “bias” is
merely imprecision that neither advantages nor disadvantages either party on a consistent or predictable basis.
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and the residual CSXT."* Neither option made any sense when designing and operating a least-
cost, most efficient carrier. The former would render the SAC analysis untenable and the latter
would be highly inefficient for both the SARR and the residual incumbent, and would result in
diminished service levels for the traffic group. Therefore, for local train operations that would
require origination and/or termination of TPIRR carloads at locations both on the SARR and on
the residual incumbent, TPI assumed that the residual CSXT would provide the local service as it
does in the real world, but the TPIRR (to be conservative) would perform the costly switching
and building of the local trains at the local train home yard (i.e., “On/Off-SARR local trains™).
The TPIRR would operate all local trains that originate and/or terminate traffic only at on-SARR
locations. The residual CSXT also would receive a revenue division for originating/terminating
all carloads moving in the local trains it operated, regardless of whether the
originations/terminations were physically located on the TPIRR or the residual CSXT.

CSXT has rejected TPI’s rationale and insisted that the TPIRR and the residual CSXT
must operate these trains as interline, and often internal cross-over moves."” For sure, CSXT
does not call it cross-over traffic, much less “leapfrog” traffic, but that undeniably is what CSXT
has created, because the TPIRR originates and/or terminates each local train and interchanges it
with CSXT en route, often more than once."® Amazingly, CSXT argues that, for long-haul
intercity shipments, internal cross-over interchanges would introduce inefficiencies that would

be unacceptable to its shippers. Yet, when it comes to short-haul local train operations in

13 See, TPI Opening Exhibit III-C-1, pp. 29-31 and Exhibit ITI-C-5.

155 See, CSXT Reply, p. III-C-24 to 25.

1% CSXT disguises this issue in its RTC Model, which assumes these local trains simply dwell on the TPIRR
mainline rather than interchanging them with the residual CSXT to serve customers. See, CSXT Reply
workpaper “CSXT Reply RTC TPLzip”.
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congested urban areas, CSXT assumes away any inefficiencies that multiple en route
interchanges would impose on the local trains.

Finally, CSXT’s objection to internal cross-over traffic on grounds that it adds
interchanges to what is single-line service in the real world is a red-herring.””” All cross-over
traffic, by definition, adds interchanges where none currently exist. Internal cross-over traffic
does not impose any more interchanges with the residual incumbent than traditional overhead
cross-over traffic. As noted above, the only difference between them is whether the SARR is the
bridge carrier and the residual incumbent is the originating/terminating carrier, or vice versa.
Furthermore, the interchanges between the SARR and the residual incumbent on line-haul
intercity traffic are either (a) highly-efficient hook-and-haul interchanges of entire trains that can
be performed using run-through service that requires only a change of crew, or (b) they occur at
the same classification yards where those trains already begin, end, or change consist today, and
thus would not incur any more switching activity or delay than they incur on the real world
CSXT.

For example, an internal cross-over movement from Point A to Point D could encompass
any one of the following four scenarios:

1. A-B On-SARR — Classification at B— B-C Off-SARR — Classification at C — C-
D On-SARR.

2. A-B On-SARR — Hook-and-Haul Interchange at B — B-C Off-SARR — Hook-and-
Haul Interchange at C — C-D On-SARR.

3. A-B On-SARR — Classification at B— B-C Off-SARR — Hook-and-Haul
Interchange at C — C-D On-SARR.

4. A-B On-SARR — Hook-and-Haul Interchange at B — B-C Off-SARR —
Classification at C — C-D On-SARR.

57 See, CSXT Reply, p. III-C-41.
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In each scenario, there are only two types of interchanges. The first type of interchange
occurs at the same classification yard where the real world CSXT trains that handle the internal
cross-over traffic begin, end, or change consist. This means that the internal cross-over traffic is
switched between trains at the same location where it already switches trains along its real world
route. The only difference would be that, instead of the real world CSXT operating both trains,
TPIRR operates one and the residual CSXT operates the other. In fact, because the interchange
occurs at a classification yard located on the TPIRR, the TPIRR performs all of the classification
switching associated with the interchange of internal cross-over traffic to the residual CSXT.
Thus, the interchange of internal cross-over traffic at a classification yard on the TPIRR does not
require the extra handling that CSXT proclaims.

The second type of internal cross-over interchange between the TPIRR and the residual
CSXT occurs at a mid-point along the route of the same real world CSXT trains. In this
scenario, the entire train would be interchanged intact. In other words, the interchange would be
a highly efficient hook-and-haul operation just like traditional cross-over traffic. The additional
time required to swap crews and, in some instances, locomotives would be negligible upon total
performance.'*

It is also important to realize that eliminating internal cross-over traffic would prevent the
SARR from realizing the same scale economies CSXT enjoys in the real world. Returning to

Scenario 1 above, assume two groups of 40 cars each. The first group is internal cross-over

158 CSXT has attempted to make this interchange inefficient by arbitrarily asserting that the residual CSXT would
refuse to accept TPIRR trains with locomotives in a distributed power configuration. CSXT Reply, p. III-C-161
to 162. In light of CSXT’s assertion, the TPIRR will operate all trains interchanged with the residual CSXT
without distributed power in order to ensure that it is able to provide comparable service for this traffic. See Part
II.C.11.a.
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traffic and the second group is traditional cross-over traffic. The internal cross-over traffic

moves in the following manner:

e A-B On-SARR — Classification at B — B-C Off-SARR — Classification at C —
C-D On-SARR.

This internal cross-over traffic moves from origin to destination in the following three road
trains:

1. SARR Train A-B;

2. Off-SARR Train B-C; and

3. SARR Train C-D.
CSXT’s proposed internal cross-over restriction would eliminate this entire group of 40 cars
from the SARR traffic group.

The second group of 40 cars is traditional cross-over traffic that moves in the following
manner.

e A-B On-SARR — Classification at B— B-C Off-SARR.

Furthermore, this second group of 40 cars moves in the same first two trains as the first
group of internal cross-over traffic. CSXT’s proposed internal cross-over restriction would not
affect this group of 40 cars, which would be eligible for inclusion in the SARR traffic group.

In the real world, there would be 40 cars from each group on trains A-B and B-C for a
total of 80 cars on those trains. However, CSXT’s proposed internal cross-over restriction would
allow the SARR to include only the second group of 40 cars on this route. This would prevent
the TPIRR from achieving the same scale economies that allow CSXT to run an 80-car A-B train
in the real world. The SARR can never attain least-cost, most-efficient status under this

restrictive arrangement.
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b. Internal Cross-Over Movements are
Consistent with SAC Principles

Internal cross-over traffic is justified by the very same considerations as traditional cross-
over traffic. Although CSXT suggests that TPI was trying to conceal its use of internal cross-
over traffic in its opening evidence,'” the fact is that TPI does not, nor should it, view internal
cross-over traffic any differently from other cross-over traffic. Thus, when TPI declared in its
Opening Evidence that it “has included cross-over traffic in the SARR traffic group consistent
with the underlying objectives for which cross-over traffic has become an ‘indispensable’ part of
the SAC test,” TPI was referring to all cross-over traffic.'® TPI rejects CSXT’s contention that
internal cross-over traffic should be treated differently from cross-over traffic in general, and
urges the Board to reject CSXT’s arguments as well.

CSXT’s claim that internal cross-over traffic is inconsistent both with the purpose of
cross-over traffic and fundamental SAC principles is simply wrong.'' Internal cross-over traffic
serves the same objectives as cross-over traffic in general by keeping the SAC analysis focused
on the portion of the CSXT system that is needed to transport the issue traffic, while permitting
the TPIRR to achieve the same economies of scale, scope and density as the real world CSXT
without expanding the SARR to an ever larger and more complex system.'” CSXT identified
five (5) reasons why it believes internal cross-over traffic must be disallowed. TPI addresses

each of these in turn below.

159 See, CSXT Reply, p. III-A-30 (n. 40), and ITI-C-38.

10 TPI Opening at III-A-17, quoting WFA/Basin I, slip op. at 11. TPI did, in fact, include internal cross-over
segments in its explanation of why its use of cross-over traffic generally was consistent with Board precedent.
Id. at III-A-22. CSXT’s objection is that TPI did not apply the label “leapfrog” to describe this traffic.

161 See, CSXT Reply, p. 11I-C-48.

162 See, TPI Opening, pp. III-A-17-21, e.g., Nevada Power II at 265-66; PSCo/Xcel I at 601-03; WFA/Basin I, slip
op.at11.
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i. Internal Cross-Over Traffic Serves the
Same Objectives as Cross-Over Traffic
in General

CSXT wrongly claims that internal cross-over traffic is inconsistent with SAC principles
because it allows the SARR to achieve greater economies of scale, scope and density than the
incumbent enjoys.'® As a threshold matter, the Board has never held that the SARR may not
achieve greater economies than the incumbent. In fact, that is a legitimate objective of the SAC
analysis. “The purpose of a SAC analysis is to determine the least cost at which an efficient
competitor could provide the service, because by so doing we are simulating the competitive
price for the market.”'®* To accomplish this, the SAC constraint allows the complainant to
design a stand-alone system “in which the plant size and traffic base are designed to maximize
the efficiencies and production economies® and it grants the complainant “broad flexibility to
develop the least costly, most efficient plant...designed to minimize construction...and operating
costs and/or maximize the carriage of profitable traffic.”'® Indeed, the SAC concept does not
even require the complainant to hypothesize another railroad; but instead the complainant may

hypothesize any modal alternative.'”

Moreover, “a stand-alone railroad would attempt to fully
utilize plant capacity, adding other profitable traffic in order to reduce the average cost of
operation.”™® All of the foregoing principles, which come directly from Coal Rate Guidelines,

necessarily contemplate—indeed, encourage—development of a stand-alone system with greater

economies than the incumbent. The Board clearly accepts this approach as shown by its

165 See, CSXT Reply, Pp. I11-C-48-49.
164 See, Guidelines at 542 [emphasis in original].
165 .
Ibid.
1 1d. at 543
17 Ibid.
18 Ibid.
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continued acceptance of internally rerouted traffic, which provides for greater traffic density on
certain segments than the incumbent generates.

CSXT’s reliance upon TMPA to support its argument is misplaced.'” The Board did not
state that the objective of cross-over traffic was to enable the SARR to achieve the same
economies of scale, scope and density that the incumbent enjoys, and no more. In fact, the
language that CSXT attributes to TMPA is itself a quote from Nevada Power I1.'° In both
decisions, the Board was responding to the defendants’ attempts to deny traffic to the SARR that
the defendant handled in the real world over the very lines replicated by the SARR, which would
have denied the SARR at least the same economies as the defendant. In other words, the quoted
language established a floor, not a ceiling, for the efficiencies that the SARR may obtain relative
to the defendant in a SAC analysis.

Furthermore, CSXT quotes the TMPA decision out of context. Immediately following
the quoted phrase, the Board concluded, “[t]herefore, for purposes of a SAC analysis, we assume

that the SARR would replace the defendant carrier for the particular segment of the rail system

39171

that it would replicate. In other words, the Board’s objective was to enable the SARR to

achieve the same economies as the incumbent over the lines replicated by the SARR. Internal

cross-over traffic does not provide the TPIRR with greater economies than CSXT possesses over
the replicated lines. Neither does it reduce density on the off-SARR segments of the residual
CSXT. Rather, internal cross-over traffic permits the TPIRR to achieve the same economies as

the real world CSXT enjoys over the replicated line segments.

19 See, CSXT Reply, p. III-C-48, quoting TMPA at 590.
170 See, Nevada Power II at 265 (n. 12).
L TMPA at 590.
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CSXT’s corollary claim that internal cross-over traffic would permit the SARR to “carve
out” segments within its network is predicated upon a false assumption that such segments are
necessary parts of the SARR’s network in the first instance.'” TPI has designed the TPIRR to
serve the issue traffic, just as all prior SAC complainants have done. The TPIRR handles the
issue traffic from origin to destination as the SAC analysis requires. In replicating the CSXT
lines needed for 88 issue movements, however, the resulting SARR inevitably will leave gaps in
the real world CSXT system that are not covered by the SARR, which CSXT incorrectly calls
“leapfrog” segments. TPI has not “carved out” those line segments; those segments simply are
not needed to serve the issue traffic that is the focus of the SAC analysis.

CSXT’s real objection is to the fact that TPI has not expanded the TPIRR to lines that are
not needed to handle the issue traffic. But this is precisely why cross-over traffic has become
such an essential and well-established part of the SAC analysis. All cross-over traffic, including
internal cross-over traffic, “keeps the SAC analysis properly focused on the core inquiry—
whether the defendant railroad is earning adequate revenues on the portion of its rail system that

serves the complaining shipper.”'” Instead of focusing upon the portion of CSXT’s rail system

that handles the issue traffic, the TPIRR would have to grow significantly in size and scope to
accommodate internal cross-over traffic without employing internal cross-over movements.'™ In
fact, according to CSXT itself, the internal cross-over segments on the TPIRR add up to 4,500
miles, which would increase the size of the already more than 7,300 mile TPIRR by over 60

175

percent

172 See, CSXT Reply, p. I1I-C-48.

173 pSCo/Xcel I at 601 [emphasis added].

7% See, e.g., Id. at 601 (the 400 mile SARR would need to be 10 times larger); Nevada Power II at 263 (the 1,400
mile SARR would double to 2,800 miles).

1 See, CSXT Reply, p. I1I-C-38.
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CSXT gives TPI only two choices: either build those 4,500 miles or exclude the internal
cross-over traffic from the SAC analysis. But the Board adopted the cross-over traffic device
precisely to avoid imposing such choices upon SAC complainants:

[T]his device has become an indispensable part of administering a
workable test. Without cross-over traffic, the SARR would need to
replicate the entire service provided by the defendant railroad for all of
the traffic included in the SAC analysis....Such an expanded SAC
analysis, however, could be impracticable and would not allow us to
meet our regulatory objectives, and we must guard against the SAC
process becoming so complex and expensive as to deny captive shippers
meaningful access to the rate review provided for under Guidelines.'”

These principles do not differentiate between internal cross-over traffic and cross-over traffic in
general, and there is no basis for the Board to create such a distinction now.
ii. Internal Cross-Over Movements

Significantly Reduce the Geographic
Scope of the TPIRR

CSXT claims that internal cross-over traffic does not reduce the geographic reach of the
TPIRR."” This is a bizarre claim because, as discussed above, CSXT itself admits that the
internal cross-over segments on the TPIRR add up to 4,500 miles.'” That is 4,500 miles of
geography to which the TPIRR would have to extend its reach, according to CSXT, in order to
eliminate internal cross-over segments.

By CSXT’s logic, if the SARR were a circle with a radius of 1,000 miles, every point
within that circle would be within the SARR’s geographic reach. CSXT Reply Exhibit III-C-5
illustrates this very scenario on the TPIRR. Over half of the internal cross-over segments are

bounded by a large circle created by the TPIRR around most of Ohio, West Virginia, Virginia

8 WEA/Basin I, slip op. at 11 [emphasis added] [footnote omitted]; see also, PSCo/Xcel I at 603 (“Without cross-
over traffic, captive shippers might be deprived of a practicable means by which to present their rate complaints
to the agency...[which] would be contrary to the policy directives set by Congress....”).

177 See, CSXT Reply, p. I1I-C-49.

' Id. at III-C-38.
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and North Carolina, and portions of Pennsylvania, Kentucky, Tennessee, Georgia, and South
Carolina. Although the TPIRR does not need to operate anywhere inside that circle to serve the
issue traffic, CSXT insists that the TPIRR must extend its lines hundreds of miles across the
middle of this circle or forego handling any of the cross-over traffic that also travels over the
circumference lines that are replicated by the TPIRR, because this entire territory is supposedly
within the TPIRR’s “geographic reach.”

CSXT employs a radically expanded notion of the SARR’s “geographic reach.” The
geographic reach of the SARR always has referred to the territory directly served by the SARR,
not to territory situated between SARR lines that are hundreds of miles apart. The Board has
never applied such a definition in SAC cases and it should not do so now because that would
require carload shippers to radically expand their SAC presentations to the point that a SAC
analysis no longer would be feasible or cost-effective, which is precisely the point of permitting
cross-over traffic.'”

iii. Internal Cross-Over Movements Do
Not Complicate the SAC Analysis

CSXT asserts an equally bizarre claim that internal cross-over traffic should be treated
differently from all other cross-over traffic because it complicates, rather than simplifies, the
SAC presentation.”® The only complication that CSXT identifies, however, is the need to create
interchanges between the TPIRR and residual CSXT at points that do not exist in the real world.
But that argument is not unique to internal cross-over traffic; all cross-over traffic requires the
creation of new interchanges. As demonstrated in Part [II.C.3 above, internal cross-over traffic

is exactly the same as traditional overhead cross-over traffic, except that the roles played by the

% E g., WFA/Basin I, slip op. at 11; PSCo/Xcel I at 603.
180 See, CSXT Reply, pp. II-C-49 to 50.
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SARR and residual incumbent as bridge carrier and origin/termination carrier are reversed. The
number of interchanges is the same in both scenarios. Furthermore, the additional track facilities
needed for these interchanges pales in comparison to the 4,500 mile expansion that CSXT would
require the TPIRR to undertake in order to eliminate the internal cross-over segments.

iv. Internal Cross-Over Movements Do Not

Implicate, Much Less Violate, the Board’s
Rules for Rerouting Non-Issue Traffic

CSXT claims that internal cross-over movements violate the Board’s rules for re-routing
non-issue traffic.”® This argument is undermined by the fact that CSXT isn’t objecting to TPI

reroutes of non-issue traffic, but rather, CSXT objects to the fact that TPI did not reroute non-

issue traffic. More precisely, CSXT argues that, if internal cross-over traffic cannot be rerouted
consistent with SAC principles, neither can the SARR participate in that traffic as a cross-over

movement.'*?

CSXT creates this argument from whole-cloth without demonstrating that any
SAC principle would be violated.

The only SAC principle cited by CSXT is the Board’s prohibition against off-SARR
reroutes of non-issue traffic that “inappropriately shift a greater share of the revenues from the
movement onto the SARR and/or shift costs of serving that traffic off of the SARR onto the
residual railroad.”™ But CSXT has not demonstrated that internal cross-over movements have
shifted any costs or revenues between the TPIRR and the residual CSXT in violation of this SAC
principle because none of the internal cross-over traffic is part of an off-SARR reroute.

In order to contend that there has been cost shifting, CSXT misrepresents the Board’s

discussion of cost shifting in its rerouting precedent. The cost shifting that concerned the Board

181 See, CSXT Reply, pp. III-C-50 to 52.
182 14 at I1I-C-51 to 52.
185 Jd. at III-C-52, quoting CP&L at 253.
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was the imposition of additional costs upon the residual incumbent for handling rerouted cross-

over traffic outside of its normal route, e.g., so-called external (off-SARR) reroutes. The Board

identified its concerns in the context of off-SARR operating and cost issues and summarized its
rerouting principles as follows:

[TThus, to reroute non-issue traffic, the complainant’s SAC analysis
must either take responsibility for the entire movement from origin to
destination or fully account for the ramifications of requiring the
residual carrier to alter its handling of the traffic.'

If there is no external (off-SARR) rerouting, there cannot be any of the cost shifting that is
proscribed by the Board’s rerouting principles.
CSXT’s reliance upon CP&L quotes the Board out of context. The full context is:

In Duke/NS, 7 S.T.B. at 112-13, the Board refined and clarified SAC
policy regarding rerouting of (non-issue) cross-over traffic in a manner
that would change the routing of that traffic on the residual carrier. As
explained there, rerouting can be an appropriate means of removing
inefficiencies from a system. However, when a rerouting involves
cross-over traffic and the SARR would not operate over all of the
rerouted portion of the move, concerns can arise that the rerouting is
designed not to remove inefficiencies but rather to inappropriately shift a
greater share of the revenues from the movement onto the SARR and/or
to shift costs of serving that traffic off of the SARR onto the residual
railroad. Therefore, the Board must look at a proposed rerouting to
ensure that it is consistent with SAC principles.'®*

CSXT quotes only the underlined portion of the foregoing text. But the predicate to the
underlined text is that there is a reroute of cross-over traffic that is external to the SARR (i.e.,
off-SARR), where the residual incumbent would be forced to change the routing over its portion
of the movement, thereby incurring additional costs. Since TPI has not rerouted internal cross-

over traffic, much less rerouted it over off-SARR segments, this principle is not implicated.

18 TMPA at 595; see also, Duke/NS at 115-16 (“Duke would have had the Board simply assume that off-SARR
revenues would be sufficient to cover whatever additional off-SARR costs there might be.”)
18 CP&L at 253 [underline added].
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Nevertheless, CSXT claims that internal cross-over traffic violates this principle by
shifting the costs associated with constructing and operating the facilities needed to handle that
traffic to the residual incumbent.”®® CSXT’s definition of cost shifting is untenable, however,
because the nature of internal cross-over traffic does not impose any more costs upon the
residual incumbent over internal cross-over segments than CSXT already incurs in the real
world. Moreover, the costs and revenues associated with internal cross-over movements are
allocated between the SARR and residual incumbent in exactly the same manner as for cross-
over traffic in general. As discussed in Part II1.C.3.a above, the only difference between internal
cross-over traffic and traditional overhead cross-over traffic is that the SARR and residual
incumbent switch places. Because the total costs and revenues attributed to each route segment
remain the same, there is no cost shifting. CSXT’s cost shifting claim would apply equally to all
overhead cross-over traffic in general, which confirms that CSXT’s objection to leap-frog traffic
is just a disguised attack on all cross-over traffic.

Finally, CSXT implies that TPI is acting nefariously because it rerouted some of the issue
movements from certain internal cross-over segments onto higher density alternative routes,"’
while leaving non-issue traffic on the real world routes.”® This argument is a red-herring
because it implies the existence of only a single route for carload traffic. As the Board
recognized in the Market Dominance Decision, “TPI’s shipments move in carload traffic rather
than unit trains, and...CSXT uses a dynamic network.”® “In a dynamic network, for maximum

efficiency traffic moving between the same origin and destination pair may be routed differently

186 See, CSXT Reply, p. III-C-52.

187 This particular CSXT objection to internal cross-over traffic appears to apply only to those segments that the
TPIRR will not construct because issue traffic has been rerouted to other lines. This effects just 2 of the 25
internal cross-over segments identified by CSXT: Flomaton, AL to Baldwin, FL and Indianapolis, IN to
Hamilton, OH. See CSXT Reply, p. III-C-51.

138 See CSXT Reply, p. I1I-C-52 (n. 80).

18 Market Dominance Decision, slip op. at 33-34.
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at different times.”'”® Consequently, the Board rejected TPI’s “predominant route” approach to
calculating route miles for variable costs in favor of CSXT’s weighted average approach. As
TPI noted in its opening evidence, CSXT itself has handled several of the “rerouted” issue
movements over the same routes as the TPIRR."” Therefore, the concept of rerouting carload
traffic is nuanced; it is more accurate to say that TPI reduced the number of route options for,
instead of rerouted, some of the issue traffic.

By reducing the routing options, TPI was doing what SAC not only permits, but
encourages. In Guidelines, at 543-44, the agency declared that “the stand-alone railroad may not
represent the shortest route for the captive shipper, but the one with the highest traffic densities.”
TPI’s limited route reductions for certain issue traffic were to achieve greater density consistent
with that principle. That fact should not foreclose TPI from relying upon internal cross-over
movements to the extent that traffic continues to share other facilities with the TPIRR, because
excluding that traffic “would weaken the SAC test” by “depriv[ing] the SARR of the ability to
take advantage of the same economies of scale, scope and density that the incumbents enjoy over
the identical route of movement.”””” If the SARR may not select from the same traffic that is
available to the incumbent, including all cross-over traffic, then the SAC analysis cannot truly
replicate a contestable market because the SARR would suffer a disadvantage relative to the

incumbent.'*?

0 1d. at 34 (n. 89).

1 TPI Op. Ex. ITI-C-1, pp. 36-38 (explaining that TPI reroutes of traffic on Lanes B-12, 18, 84, 109 and 110 all
have historical movements over the alternate route selected for the TPIRR).

2 Nevada Power II at 265 (n. 12).

193 See, Nevada Power II at 266, citing Guidelines at 528 (“A contestable market is one into which entry is
absolutely free and exit absolutely costless where the new entrant suffers no disadvantage relative to the
incumbent.”).
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v. TPl is Not “Gaming” the
SAC Analysis

CSXT claims that internal cross-over traffic would create opportunities to “game” the
SAC analysis.”” The examples provided by CSXT, however, are all impossible or improbable
worst-case scenarios that would be obvious if such abuse actually occurred. Furthermore, CSXT
has not provided any legitimate examples of “gaming” by TPI.

Principally, CSXT claims that complainants could game the SAC analysis “to avoid
building and operating integral portions of a SARR network that have high construction costs
and/or low traffic densities.”””® The potential for this to occur, however, is not nearly so great as
CSXT suggests and would be patently obvious if attempted. The SARR must include all of the
lines necessary to serve the issue traffic. It does not matter how much those lines cost or what is
their density; without those lines, the SAC analysis must fail. Therefore, it would be impossible
for a complainant to leap over low density line segments or to avoid tunnels, bridges or other
high cost segments needed to serve the issue traffic by leaving those to the residual incumbent.
The only potential for such gaming to occur would be on line segments that the SARR chooses
to construct, but that are not used by the issue traffic. Such abuse would be blatantly obvious,
however, because there would be few such line segments and any costly infrastructure missing
from those segments would immediately stand out. Thus, the Board need not ban internal cross-
over traffic in order to prevent its abuse.

Although CSXT claims that TPI has used internal cross-over traffic to game its SAC
analysis, the facts do not support its position. For example, CSXT claims that TPI used internal

cross-over segments to avoid constructing CSXT’s Northeast Corridor line between Baltimore,

194 See, CSXT Reply, pp. II-C-52 -54.
95 1d. at -C-52.
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MD and Orangeburg, NJ through high cost real estate areas, and CSXT’s Mountain Subdivision
through difficult terrain.”® But, TPI did not build those lines because they are not required to
serve the issue traffic, which does not use those lines in the real world. Furthermore, TPI did
build many other line segments through expensive areas and/or challenging terrain, including
major urban centers like Chicago, Washington, DC, Baltimore, Atlanta and Indianapolis, and
mountainous terrain between Pittsburgh and Washington, DC and around Clarksburg, WV.
Thus, to draw any inference of gaming from the fact that the TPIRR does not include line
segments that are not needed to serve the issue traffic would be arbitrary and unsupported.'’
CSXT also claims that internal cross-over traffic could be used to “game” the RTC

simulation.'?®

First, CSXT’s claim that a complainant could carve out segments of its SARR
network where modeling failures occur due to unrealistic inputs or inadequate facilities is just a
variation on the same theme discredited above that the SARR could avoid costly bridges and
tunnels by converting them to internal cross-over segments. Moreover, CSXT does not allege
that TPI has gamed the RTC simulation in this manner.

However, CSXT does claim that TPI has gamed the results of its RTC simulation “by
masking the impact of internal cross-over traffic on service quality.”'® That claim is baseless, as
discussed in Part [11.C.14 below.

Although CSXT criticizes TPI for not modeling the “through” operations of internal

cross-over trains, including operations over the residual CSXT, neither does CSXT. The Board

has never required the parties to model the off~SARR operations of cross-over traffic and CSXT

% Jd. at III-C-52 to 53.

7 To the extent that CSXT claims TPI gamed the SAC analysis by rerouting issue traffic from low to high density
line segments, TPI has addressed that claim in Part III.C.3.b.v in response to CSXT’s fourth argument, that
internal cross-over traffic violates the Board’s rules for rerouting traffic.

" Jd. at T1-C-53.

%% Id. at 11I-C-53.
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has not provided any reason for requiring such an unwarranted expansion and complication of
the SAC analysis, which would defeat the simplifying objective of cross-over traffic.
Furthermore, CSXT’s own evidence in this case calls into question the importance of transit time
as a measure of equivalent service for carload traffic:

As an initial matter, service quality for general freight traffic is not (as
TPI appears to assume) simply a function of “cycle times” or “train
transit times.” Indeed, “cycle time” is not a meaningful concept in
evaluating “carload” rail service.”

* ok ok

Moreover, even if train transit time were an accurate measure of service
quality for carload traffic—and it is not—the transit time comparison
proffered by TPI is entitled to no evidentiary weight...*"

Thus, CSXT’s concern that internal cross-over traffic could be used to game the RTC simulation

is not credible.

c¢. Internal Cross-Over Movements Exist
in the Real World

CSXT’s claim that internal cross-over movements are inconsistent with real world
railroading is unsupported and contrary to fact.””® CSXT offers a general statement that railroads
try to minimize the number of interchanges required to move traffic. But even if that is true, it
does not prove that real world railroads do not provide internal cross-over service. The only
actual evidence that CSXT offers is a review of its own traffic data, which suggests that less than
one hundredth of one percent of CSXT waybill records indicate an internal cross-over

movement.”® There are multiple holes in CSXT’s evidence.

2 Id. at TM-C-197.

201 Id. at TII-C-198.

22 Soe CSXT Reply, p. III-C-41.

203 See CSXT Reply, p. III-C-42. CSXT then attempts to demonstrate that most of those records are data errors
rather than actual internal cross-over movements. Id. at 42-45.
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First, internal cross-over traffic inevitably will be less common in today’s highly-
concentrated U.S. rail network. The enormous networks that the past 30 years of rail mergers
have created in the United States means that there are very few situations where internal cross-
over traffic would be more efficient than a single line movement from origin to destination when
both are served by the same railroad. Thus, there is less need and opportunity for internal cross-
over movements in today’s rail network.

Second, CSXT is not the only railroad in the United States, and other railroads do provide
internal cross-over service to cover gaps in their networks. A well-known example is the
movement of BNSF east-west traffic over the Montana Rail Link network, which serves as an
internal cross-over bridge for that traffic. Another example is Pan Am Railways’ service as an
internal cross-over carrier for CP shipments of Bakken crude oil originating in the Williston
Basin.?** In Docket No. 42125, the Complainant, DuPont, provided several examples where the
Defendant, NS, provides internal cross-over service.?” This included internal cross-over service
between NS and another Class I railroad, CP, in New York and Pennsylvania.”®

Third, CSXT’s assertion that railroads try to minimize the number of interchanges
required to move traffic is belied by the Class I railroads’ common practice of selling oft low-
density branch segments to short-line and regional railroads. When this occurs, the Class I’s
retain the downstream portions of the movements, but they hand over the operations and/or
ownership of the branch lines to another carrier, thereby creating interchanges that did not

formerly exist.

2% See Bakken Oil Business Journal, Nov/Dec 2012, Jan 2013, p. 36 (TPI Rebuttal workpaper “Bakken Oil
Business Journal NovDec 2012.pdf”.

205 See, Rebuttal Evidence of E.I. du Pont de Nemours and Company, at III-A-5 to 22 (filed April 15, 2013) (Public
Version).

2% Jd. at M-A-17.
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Fourth, CSXT’s claim that it does not provide any internal cross-over service in the real
world is unproven. Merely evaluating whether another carrier appears in the provided car and
train event data will not identify all internal cross-over movements. Yet this is all CSXT did.
Because internal cross-over traffic commonly is provided through haulage arrangements,
whereby either the terminal or bridge carrier is not reported in the event data, simply searching
for carrier reporting in a medium where it is not present will miss haulage arrangements. The
fact that internal cross-over service cannot be identified from materials provided in discovery
does not prove that it does not occur.

d. Banning Internal Cross-Over
Movements Would Effectively Deny

Captive Shippers an Effective Remedy
for Unreasonable Rates

In Opening, TPI argued that any restrictions upon the use of cross-over traffic in SAC
cases would deprive carload shippers of a practical means by which to present rate complaints
because the SAC process will have become so impracticable, complex, and expensive that the
pursuit of regulatory rate remedies would be futile.””” That argument applies to all cross-over

movements, including internal cross-over movements. Indeed, a rejection of internal cross-over

traffic would slam the door on the ability of carload shippers to pursue rate challenges under the

SAC constraint.

CSXT insists that TPI either expand the TPIRR to include all internal cross-over line
segments or forego reliance upon any traffic that traverses those line segments and also shares
facilities with the issue traffic on the TPIRR. But, as CSXT itself acknowledges, the internal

cross-over segments on the TPIRR add up to 4,500 miles.”® The first choice, thus, would expand

27 See, TPI Opening at ITI-A-25.
2% See, CSXT Reply, p. I1I-C-38.
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the TPIRR by over 60 percent to approximately 12,000 route miles, making it by far the largest
SARR ever contemplated. According to CSXT’s own evidence, it maintains 17,248 route miles

in the real world,*”

which means that the TPIRR would have to replicate about 70 percent of
CSXT’s real world network. The Board previously concluded that “[c]urtailing the geographic
scope of the SARR greatly simplifies the operating plans that must be developed, thus limiting
the complexity of what is nevertheless still a dauntingly large and detailed task.”®" Thus, forcing
TPI to expand the TPIRR is a completely unrealistic and untenable choice.

The second choice would “weaken the SAC test” by depriving the TPIRR of “the ability
to take advantage of the same economies of scale, scope and density” that CSXT “enjoys over
the identical route of movement.”””"' Because a contestable market is one “where the new entrant
suffers no disadvantage relative to the incumbent,””"? the SAC analysis cannot truly reflect a
contestable market if the Board prohibits internal cross-over movements. Thus, CSXT’s second
choice is as equally untenable as its first choice.

The Board does not require complainants to make this choice for traditional cross-over
traffic because, “[w]ithout cross-over traffic, captive shippers might be deprived of a practicable
means by which to present their rate complaints to the agency.””””® Cross-over traffic enables the
Board to “guard against the SAC process becoming so complex and expensive as to deny captive

shippers meaningful access to the rate review provided for under Guidelines.”™* If that were to

occur, the SAC constraint may no longer be defensible.””® Internal cross-over movements serve

2% Id. at TII-D-180.

219 pSCo/Xcel I at 603.

21 Nevada Power at 265 (1. 12).

212 Id. at 266.

3 pSCo/Xcel I at 603.

1% WEA/Basin I, slip op. at 11.

215 See Consol. Rail Corp. v. U.S., 812 F.2d 1444, 1457-58 (3d Cir. 1987) (Becker, J. concurring in part and
dissenting in part).
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the same objectives as traditional cross-over traffic by keeping the SAC analysis focused on the
portion of the CSXT system that is needed to transport the issue traffic, while permitting the
TPIRR to achieve the same economies of the real world CSXT without expanding the SARR to
an ever larger and more complex system.”’® Consequently, any restrictions upon internal cross-
over movements are unwarranted, especially in this case where the alternative is to expand the
SARR by over 60 percent.

4. Car Classification and Blocking
Plan

CSXT criticizes TPI for not developing a car classification and blocking plan for the
TPIRR and then proceeds to use this alleged deficiency to justify the creation of its own plan
using the MultiRail software.”’” CSXT’s criticism is unfounded. As TPI stated in Opening,
because its operating plan runs the same trains with the same blocks through the same yards as
the real world CSXT operated in the Base Year, TPI has adopted CSXT’s actual blocking and
train service plans during that time period.*”® According to TPI witness John Orrison, there is no
need to develop new trip plans or blocking plans because TPI has mirrored CSXT’s current train
operations. Although it clearly is possible to create new and different blocking and train service
plans, as CSXT has done with MultiRail, it is not necessary to do so. It is irrelevant that
different plans could be developed; the question is whether CSXT’s historical real world plans
are feasible for the TPIRR, which they clearly are because those plans provide complete service

to the TPIRR’s customer group in the real world.*?

216 See, TPI Opening at I1I-A-17 to 21, e.g., Nevada Power at 265-66; PSCo/Xcel I at 601-03; WFA/Basin I, slip op.
at11.

217 See, CSXT Reply, p. III-C-55 to 74.

218 TPI Op. at II-C-12.

219 See, Coal Rate Guidelines at 543, “Indicia of the required rail assets are given by the existing facilities.
Furthermore, potential uses of a stand-alone facility can be identified by referring to the railroad’s existing

[II-C-105



PUBLIC

If the Board accepts the fact that CSXT’s Base Year blocking and train service plans
provided complete service for all of CSXT’s historical traffic that moved over the lines
replicated by the TPIRR—as it must, absent evidence from CSXT that its real world plan
failed—then that plan also will provide complete service for the TPIRR’s Base Year traffic
because it is a subset of the same traffic. By handling this traffic in the same blocks and on the
same trains that move through the same yards as the real world CSXT, the TPIRR by definition
is providing the same complete transportation service for each rail car that moves over its
system. There is no need to use MultiRail to demonstrate the TPIRR’s ability to provide for full
service from each origin to each destination, as CSXT claims.**

CSXT does not seriously contest this fact with respect to the Base Year traffic. Rather,
CSXT claims that “adjustments to CSXT’s actual Base Year train service and car blocking
plan...would be required to handle the TPIRR’s Peak Year traffic volumes.””" TPI’s alleged
failure to make such adjustments is CSXT’s rationalization for using MultiRail.*?

Although the TPIRR’s Peak Year volumes are higher than its Base Year volumes, the
customer origins and destinations themselves do not change in a SAC analysis.”*® Volume
growth (or decrease) projections are applied to the Base Year traffic to determine the Peak Year
traffic for the same customer base. As a result, the TPIRR’s Peak Year traffic can move in the
same blocks and on the same trains as the Base Year traffic and receive the same complete

service. Regardless of whether block sizes and train lengths increase (or decrease), the basic

customer list, and the feasibility of providing a service which meets the shipper’s requirements is proven.”
(emphasis added)

20 See, CSXT Reply, p. I1I-C-73.

21 gee, CSXT Reply, p. III-C-57 [emphasis added].

2 1d. at TII-C-57.

3 CSXT inaccurately claims that the TPIRR’s general freight traffic volumes would grow by 20% between the
Base Year and the Peak Year. CSXT Reply, p. III-C-56 to 57, 59. According to TPI’s opening evidence, the
TPIRR’s Base Year and Peak Year volumes for general freight traffic increased by just 16.8% on a carload basis
and only 13.1% on a gross ton basis. See, TPI Opening at I1I-C-6 and 12.
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flow and pattern of traffic remains the same. Larger blocks can continue to move on the same
trains until the maximum train length is exceeded. In the few instances where that has occurred,
TPI has added trains to accommodate the blocks containing the overflow traffic. Thus, there is
no foundation for CSXT’s claim that TPI must develop different classification, blocking, and
train service plans for the Peak Year.

According to TPI witness John Orrison, who has worked for CSXT, NS and BNSF,
traffic volumes, which are constantly fluctuating, typically do not trigger significant changes to
basic blocking plans. The base plans of any railroad remain more or less the same over time
unless there are significant changes to the network (e.g., mergers, trackage rights) or customer
base (e.g., emerging markets such as crude-by-rail). Although railroads are constantly tweaking
their plans to address temporary phenomena (e.g. weather, track maintenance, service
disruptions, and yard congestion) and seasonal traffic patterns, the underlying plan remains
constant. Indeed, Mr. Orrison recognizes large portions of CSXT’s 2012 blocking plan as the
same plan that he helped to create upon CSXT’s partial acquisition of Conrail over a decade ago.
In fact, CSXT’s blocking plan for the Hamlet, NC hump yard, where Mr. Orrison was Assistant
Terminal Trainmaster from June 1985 to June 1986, is practically the same today—nearly 20
years later—with the exception of a single new block added after the Conrail acquisition. Thus,
CSXT’s claim that TPI is required to modify CSXT’s 2012 blocking plan merely to
accommodate the TPIRR’s Peak Year traffic volume difference is inaccurate and unrealistic.

Mr. Orrison also testifies that, by moving Peak Year traffic in the same blocks as the
historical Base Year traffic, there is less risk of an adverse impact to rail service because
changing the composition of blocks, by definition, changes the movement pattern of shipmentks

which has the potential to adversely affect the service provided by the TPIRR. Indeed, the Board
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has rejected complainants’ operating plans in the past precisely because they assumed a changed
level of service to suit their proposed configuration and operating plan without showing that the
affected shippers, connecting carriers, and receivers would not object* By keeping the same
blocking plans as the real world CSXT, TPI has demonstrated that the TPIRR will provide
service that will be acceptable to shippers, receivers, and connecting carriers. In contrast, CSXT
is unable to show that its modified blocking plan will be acceptable.
CSXT merely hypothesizes that, in order to handle larger block sizes efficiently:

a least cost, most efficient railroad would evaluate a variety of potential

adjustments to its yard operations, including changing the blocks to

which cars were assigned, changing the trains to which blocks were

assigned (to avoid trains of excessive length),”” adding more trains to

accommodate growth traffic, and perhaps even changing the yards at
which certain blocks were built. ...

From that hypothesis, CSXT leaps to the conclusion that a new classification and blocking plan
is required and then proceeds to offer its MultiRail-based alternative plan.  Although
hypothesizing what steps an optimally efficient railroad might take to adjust its classification and
blocking plan, CSXT did not—and could not—claim that using the Base Year blocking plan is
infeasible, because it is CSXT’s own real world plan for serving the TPIRR’s traffic. A SARR
operating plan is required to be feasible, not optimal, for the Board to accept it.

Furthermore, CSXT’s hypotheses are a red-herring because they are predicated upon a
railroad with sunk infrastructure that may be incapable of accommodating larger blocks of traffic
in the future that are the result of both volume growth and changing traffic patterns, thus perhaps

warranting the types of adjustments hypothesized by CSXT. In the real world, a railroad must

4 See, Duke/CSXT at 426-27.

225 CSXT did not do this consistently in MultiRail. For example, Train Q386 — Chicago, IL to Selkirk, NY - is
scheduled to operate in MultiRail with 157.20 cars/day between Chicago, IL and Willard, OH when the
MultiRail model shows that the maximum number of cars that can be scheduled to Q386 from Chicago, IL to
Willard, OH (excluding segment 3 — WILOCREEK, IN) is 150 cars.

226 See, CSXT Reply, p. I1I-C-57.
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adapt its operating plan to its infrastructure as traffic patterns change, whereas the SAC analysis,

in contrast, allows the SARR to build its infrastructure to fit its operating plan for the Peak Year.

Thus, the TPIRR is designed with the optimal infrastructure to enable it to apply CSXT’s real
world classification and blocking plan from the Base Year to the TPIRR’s Peak Year traffic,
which has the same customer base and traffic flows as the Base Year. For example, both CSXT
and TPI have re-designed CSXT’s real world classification yards based upon the TPIRR’s Peak
Year traffic volume.

CSXT also challenges the adequacy of TPI’s reliance upon CSXT’s real world
classification and blocking plan on two additional grounds. First, CSXT suggests that
modifications are required to its historical classification and blocking plans to account for
“crossover” and “leapfrog” shipments.”” But CSXT offers no explanation whatsoever as to how
or why such shipments require changes to the TPIRR’s classification and blocking plans. That is
because there is no impact. The TPIRR interchanges cross-over traffic, including internal cross-
over traffic, in one of two ways. Cross-over traffic may be on a train that is interchanged in its
entirety between the TPIRR and residual CSXT in a hook-and-haul operation that does not
require any re-blocking or classification at interchange. Alternatively, cross-over traffic is
interchanged between the TPIRR and residual CSXT at the same classification yards where those
shipments are switched (and may be classified and re-blocked) between two different real world
CSXT trains. The only difference in the SAC analysis is that one of those trains is now operated
by the TPIRR and the other by the residual CSXT. The TPIRR still can employ the same blocks
to interchange cross-over traffic with the residual CSXT. Thus, neither type of cross-over traffic

interchange requires a different classification and blocking plan. Importantly, TPI did develop

27 See, CSXT Reply, pp. INI-C-57-58.
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alternate trip plans for internally rerouted issue traffic (i.e., traffic removed from real world
cross-over routes)”.

Second, CSXT points to TPI’s rerouting of some general freight trains in order to
consolidate traffic from parallel lines in various urban areas, although CSXT again fails to
explain how or why this impacts the TPIRR’s classification and blocking plan.”® Those reroutes
do not have an impact because they are short reroutes of trains that still originate and terminate at
the same classification yards as they do in CSXT’s real world blocking plans.

Ultimately, the only pertinent argument that CSXT makes is that, “if a complainant
adopts the incumbent railroad’s car classification and blocking plan, and the complainant
modifies or removes a facility, or reduces staffing from the incumbent’s classification and
blocking plan, it would need to establish that the SARR could still adequately serve the traffic
group.””® This quote from the SunBelt decision is significant because it accepts the proposition
that TPI may rely upon CSXT’s real world classification and blocking plan, even in the Peak
Year, so long as the TPIRR maintains sufficient infrastructure and staffing to implement that
plan. Most of the foregoing CSXT arguments are primarily an attack on this Board precedent by
suggesting that it is inappropriate for TPI to adopt CSXT’s real world classification and blocking
plan for the TPIRR’s Peak Year traffic.

In the final two paragraphs in this section of its narrative, CSXT states its real contention,
based upon the foregoing SunBelt quote, that the TPIRR lacks the infrastructure and staffing to

implement the CSXT’s real world classification and blocking plan (e.g., inadequate classification

2% See, TPI Opening workpaper “Lane B62 and B113 Train Operation Selection.xIsx”.

29 See, CSXT Reply, p. I1II-C-58. See also, CSXT Reply, p. IlI-A-1 and Reply Ex. III-A-4 for CSXT’s description
of this rerouted traffic.

30 See, CSXT Reply, p. II-C-56, quoting SunBelt, slip op. at 16.
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track capacity, receiving and departure tracks, yard crews and yard locomotives).”’ With the
exception of classification track capacity, however, CSXT addresses those alleged deficiencies in
other sections of its narrative, as does TPI in this Rebuttal. TPI demonstrates that it has provided
sufficient classification tracks, departure and receiving tracks, yard crews and yard locomotives
in Part II1.C.5 below.

5. Yard Service Plan

CSXT claims that TPI’s proposed yard facilities are inadequate to enable the TPIRR to
perform essential yard functions.” Specifically, CSXT asserts that TPI has provided insufficient
classification tracks and receiving and departure tracks in the TPIRR’s hump and flat yards, has
omitted some essential yards, and has insufficient RIP and support tracks. TPI responds to each
of these assertions in the following subsections.

a. Classification Tracks

In Rebuttal, TPI accepts CSXT’s reply evidence on the number and length of
classification tracks required at each yard primarily because the impact of doing so is
insignificant.*® To be clear, however, while TPI accepts some of CSXT’s criticisms of TPI’s
opening methodology as leading to an understatement of classification tracks, it does not agree
with CSXT’s gold-plated methodology for calculating classification tracks.

First, TPI disagrees with CSXT’s assumption that a classification track would turn over

only once every 24 hours merely because there is only one “outlet” (departing train) per day for

31 See, CSXT Reply, pp. III-C-58-59.

52 See, CSXT Reply, pp. III-C-74-76.

233 Although CSXT emphasizes the design of the TPIRR’s yards, that ultimately has very little impact on the SAC
analysis. Regardless of whether the TPIRR has 50 blocks (and 50 tracks) of 20 cars each or 25 blocks (and 25
tracks) of 40 cars each, the total length of track, and consequently the amount of land, ties, steel, etc., remains the
same.
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each block.”* According to TPI witness John Orrison, as trains are built and blocks pulled,
classification tracks will open up throughout the course of the day for use by new blocks. For
example, if one block departs on a morning train and another on an evening train, it is possible
for two blocks to use the same classification track in a 24 hour period. An optimally-efficient
railroad would look for those opportunities to use classification tracks efficiently iﬁ this manner.
The approach employed by CSXT’s witness, Jeremiah Dirnberger, is purely academic and not a
real world railroad practice.

Second, TPI rejects CSXT’s claim that “the number and the length of the classification
tracks in the yard must be tailored to accommodate the specific blocks contemplated by the
railroad’s train service plan.””® As noted in the preceding paragraph, CSXT’s assumption of
only one block per track per 24 hours is unrealistic and academic gold-plating. In addition, real
world railroads do not—indeed, they cannot—design their classification tracks for block lengths
in any single time period, which can and do vary. Mr. Orrison would always choose a yard with
more short tracks over one with fewer long tracks because the former offers much greater
operating flexibility. He concludes that TPI’s opening proposal to have classification tracks of
equal lengths is preferable to CSXT’s reply proposal for different track lengths that are
determined by the blocks that move in the peak period. In the real world, if a block exceeds the
track length, the railroad swings the extra cars onto an adjacent track. Although CSXT contends
that this process is inefficient due to increased switching time and yard congestion, Mr. Orrison

responds that this is a routine and established practice that does not significantly interfere with

24 See, CSXT Reply, p. I1I-C-90.
25 See, CSXT Reply, p. II1.-C-85.
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efficient yard operations.”

It is much more important to have flexibility to adjust to shifting
traffic patterns.

Third, TPI disagrees with CSXT’s application of a 15 percent “swing track” capacity
factor for hump yard classification tracks. Although CSXT’s witness Jeremiah Dirnberger does
not provide any support for his 15 percent figure, Mr. Orrison agrees that 15-20 percent is an
industry standard fluidity factor for classification track. However, because the TPIRR’s
classification yards are designed for Peak Year volume, TPI believes that a swing factor already
is built into its analysis.”’ Adding swing capacity for a handful of trains at a few yards in the
Peak Year is needless gold-plating. Without this “swing factor,” CSXT’s Reply hump yard
classification tracks are less than TPI’s opening evidence.**®

Furthermore, Mr. Dirnberger, in a 2006 report given at the AREMA annual conference in
Louisville, KY, identified a series of production management techniques that can improve yard
capacity an estimated 15-30 percent.*® Through a process dubbed “Lean Railroading,” Mr.
Dirnberger identifies the following actions that can be employed either individually or in
combination to increase the throughput capacity in a yard during traffic surges:**

1. Add another pull-down engine;

2. Use the hump engine when idle to build trains by pulling blocks from the hump end
of the yard,;

3. Increase crew performance;

56 See, CSXT Reply, p. III-C-87 (n. 136).

27 This is no different from determining mainline and siding capacity based upon peak traffic for which the SAC
analysis has never required a “surge,” “fluidity” or “swing” factor.

28 See, CSXT Reply, p. I1I-C-94, Fig. I1I-C-10 (240.53 Reply yard miles — 15% =204.45 yard miles < TPI’s 223.29
Opening yard miles).

29 Jeremiah R. Dirnberger and Christopher P.L. Barkan, “Improving Railroad Classification Yard Performance
Through Bottleneck Management Methods,” Proceedings of the AREMA 2006 Annual Conference, Louisville,

»io KY (Sept. 2006), p. 3. See, TPI Rebuttal workpaper “Dirnberger AREMA Presentation.pdf.”
Id., pp. 11-14.
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4. Eliminate the need to rework cars by keeping the track clean;
5. Better coordination of pull-down engines to reduce interference and conflict potential;

6. Decrease cycle times by eliminating unnecessary yard movements, throwing fewer
switches, increasing engine speed, preventing engine breakdown, and using
experienced crews; and

7. Decrease coupling time through better retarder control, humping multiple car cuts

when possible, more accurate track inventory control, and equipment to help crews
correct out-of-alignment drawbars more quickly.

These options have been employed by TPI’s own Rebuttal Witnesses Orrison and Sullivan at
hump yards that they managed in order to handle surges in yard activity. Based upon a time
study of these options at CP’s Bensenville yard, Mr. Dirnberger estimated that a combination of
options 2 and 4-7 would increase capacity by 28 percent.*' In fact, he concluded that pull-down
capacity could be increased by up to 36 percent without adding any engine or labor expenses.**
The resulting reduction in rail car dwell times in the yard allows for greater use of the
classification track capacity without building a 15 percent “swing factor.”

Fourth, TPI disagrees with CSXT’s application of a 1.67 fluidity factor for flat yards.**
A “fluidity factor” is just another term for “swing factor.” A 1.67 fluidity factor equates to a 40
percent swing factor. Mr. Dirnberger, however, offers no explanation as to why he used a 15
percent swing factor for hump yards and a 40 percent factor for flat yards. In the experience of
TPI witnesses Orrison, Sullivan and McLaughlin, all of whom have supervised real world
classification yards, 20 percent more closely resembles real world railroad operations. In fact,
according to Mr. Orrison, CSXT itself assumed a threshold yard peaking factor of 15-20 percent

when determining whether to include expansion capital for yards as part of the service plan that

1 1d. pp. 14-15.
2 1d. p. 19.
3 See, CSXT Reply, pp. I1I-C-95-96.
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it submitted in the Conrail acquisition proceeding. Railroads do not invest capital in rail yards to
allow them to be only 60 percent full.**

Despite misgivings over CSXT’s gold-plated Reply evidence, TPI accepts CSXT’s
determination of classification tracks for both hump and flat yards on the TPIRR.

b. Yard Receiving and Departure
Tracks

CSXT posits a lengthy and unnecessary process for determining the number of yard
departure and receiving tracks required by the TPIRR. In Opening, TPI determined the
appropriate number of yard departure and receiving tracks for eéch yard based upon the RTC
model results. TPI constructed a sufficient number of tracks to hold arriving and departing trains
in the RTC simulation of the TPIRR’s peak week. In contrast, CSXT has engaged in a multi-
step process, completely disconnected from its RTC simulation, that gold-plates the TPIRR with
more receiving and departure tracks than it would need even for its peak week traffic.* Indeed,
CSXT’s own RTC simulation proves that the TPIRR would not use 55 of the receiving and

departure tracks that CSXT modeled, for a total of 107 miles of unnecessary track investment.**

4 CSXT relies upon a State of Washington Rail Capacity Study’s reference to Tacoma Rail as support for its 1.67
fluidity factor. CSXT Reply at III-C-84. According to Mr. Orrison, however, Tacoma Rail requires more
capacity than either CSXT or the TPIRR would require because it is a port railroad that is switched by an
independent contractor with trackage rights for both BNSF and UP to enter the port with unit trains. The Port
has a critical bottleneck called “Bullfrog Junction” where only a single train can enter or exit. Furthermore, port
traffic is prone to ship transit delays, Pacific storms during which grain trains cannot be unloaded, and bunching
of BNSF and UP trains moving over 1,500 miles that may be delayed due to a variety of service disruptions. As
a consequence of these factors, and because the Port is a public authority that must compete with other ports in
the Pacific Sound, it has a strong business case for maintaining reserve capacity to manage these many known
and unknown variables

5 See, CSXT Reply, pp. III-C-118-124.

% See, TPI Rebuttal Exhibit III-C-1.
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Therefore, TPI continues to apply its opening methodology for determining the receiving and
departure tracks at each TPIRR yard based upon the RTC simulation.?*’

TPI, however, does accept one of CSXT’s criticisms, which affects the number of yard
receiving and departure tracks determined by the RTC Model. Specifically, in order for the RTC
Model to produce a reasonable estimate of departure and receiving tracks, the dwell time input
into the model for arriving and departing trains must be reasonable. In opening, TPI relied upon
the same dwell times for arriving and departing trains that have been used by the parties in prior
SAC cases, without dispute, including the recent DuPont and SunBelt cases involving mostly
carload traffic. Thus, it did not occur to TPI that this was even an issue until CSXT raised it for
the first time in any SAC case on Reply. After reviewing CSXT’s Reply evidence, TPI agrees
that its opening dwell times are understated.

Therefore, in Rebuttal, TPI continues to determine the number of yard departure and
receiving tracks for the TPIRR based upon its RTC simulation. But TPI has adjusted its Rebuttal
RTC dwell times for receiving and departure tracks to match the dwell times in CSXT’s Reply

RTC simulation.?®

247 As with its modification of TPI’s classification tracks, CSXT revises the receiving and departure tracks in only
22 of the 80 TPIRR yards included in TPI’s Opening evidence. CSXT accepts TPI’s receiving and departure
tracks in the remaining 58 yards.

CSXT’s Reply RTC dwell times are not always consistent with those in its narrative. For hump yards, CSXT has
consistently used the same dwell times developed by Mr. Dimberger. For flat yards, however, CSXT’s RTC
dwell times vary considerably. As discussed below, CSXT has not clearly identified the source of all the flat
yard dwell times in its narrative or even developed flat yard dwell times at all for arriving trains. Therefore, TPI
accepts CSXT’s RTC dwell times because they are the only complete set of dwell times presented in CSXT’s
Reply evidence and that CSXT has modeled to demonstrate the feasibility of its operating plan. Moreover,
because a defendant “cannot protest that an input into the RTC model is flawed without showing the
consequence of changing that input on the output of the model,” the only dwell time evidence that the Board may
consider are the dwell times that CSXT actually has modeled, which are the dwell times that TPI also has
adopted on rebuttal. See Otter Tail, slip op. at 19.

24
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i. The RTC Simulation is an Appropriate
Means to Determine the Yard
Receiving and Departure Tracks

CSXT criticizes TPI’s reliance upon the RTC model to determine the number and length
of receiving and departure tracks at the TPIRR’s merchandise yards, because the RTC Model is
not a yard sizing tool.** Although the RTC Model does not simulate all yard activity, it does
include yard receiving and departure tracks in the simulation. Those tracks must be available to
stage departing trains and receive arriving trains as needed in order for the RTC simulation to run
to completion. Therefore, by inputting to the RTC Model reasonable estimates of the amount of
time required to perform the activities that occur on the receiving and departure tracks, it is
possible to account for those activities in the RTC Model and thereby generate a realistic and
reasonable determination of the required receiving and departure tracks in each yard.

An RTC simulation will yield a reasonable picture of receiving and departure track
utilization and, by extension, the number of tracks required. For departing trains, the RTC
simulation will “initialize” the departing train on the first available track. If there are an
insufficient number of departure tracks available, the departing train will not be “built” until a
departure track is available and will incur a delay. In the case of a train entering a receiving
yard, the user models the train in the RTC model with the following activities:

e  When building the train’s profile in RTC, the user enters the scheduled train stops
at yards along the route where the train will dwell and the yard in which the train
will terminate (if terminating in a yard).

e The train’s profile contains a Dwell Time field that indicates the time the train
will dwell on a track within the yard before departing for its next location or

terminating in the yard. In the event a train encounters a conflict while departing
for its next scheduled stop, the dwell will be extended until the delay is cleared.

9 See, CSXT Reply, pp. ITI-C-98-100.
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e When entering an intermediate or terminating yard, the RTC software will route
the train into a receiving yard track based upon which tracks are clear at the time
the train arrives, assuming that the user has correctly modeled the yard in the RTC
network to allow dwell on alternate tracks within that yard.

e Trains which encounter a conflict due to traffic congestion, broken rail, or other
factors may also be directed by the RTC model to occupy a receiving or departure
yard track until the conflict is clear even when the train was not scheduled to stop
in that yard. This is another yard capacity factor which CSXT’s yard sizing
model does not anticipate and is another reason why the RTC simulation is a
superior model for determining receiving and departure tracks necessary to handle
the proposed operations of a SARR.

The above is standard procedure for dwelling a train anywhere on an RTC network, and the same
process can be applied by RTC to originate a train on a departure track in a yard. Thus, the RTC
software will demonstrate that the network has a sufficient number of receiving and departure
tracks of sufficient length in each yard in order to accommodate the simulated traffic based upon
the required dwell time estimates for each train.

CSXT has identified a total of six reasons why the RTC simulation should not be used to
determine the required receiving and departure tracks. Those reasons are that the Model does not
account for:

1. The time those tracks are occupied by yard switching activities such as the transfer of
blocks from receiving tracks to the hump track;

2. The required time to build outbound trains on the departure tracks;

3. The time those tracks are occupied by road engines moving “light” from arriving
trains to the locomotive servicing area;

4. Delays caused by conflicting train movements;
5. Delays caused by “bunching” of trains or yard congestion; and

6. Other operating conditions such as weather.°

20 See, CSXT Reply, pp. INI-C-99-100.
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The first two reasons are accounted for by a proper dwell time estimate. In fact, CSXT’s Reply
testimony claims that its own RTC simulation can “account for the time that a departure track
would be occupied by the process of building and inspecting an outbound train” which “includes
the time required to switch multiple blocks of cars from the classification bowl to the departure
track, to couple air hoses and perform an FRA-mandated inspection, to attach locomotives to the
outbound cars, and to complete paperwork and prepare the train for departure.”' Therefore,
reasons number one and two are contradicted by CSXT’s own testimony. The third reason
would not cause a noteworthy delay and light engines could “shadow” departing trains as they
leave the yard.”” The fourth reason is accounted for in the RTC simulation to the extent conflicts
are created by road trains; to the extent the conflict is created by yard trains, that is a variant of
the third reason. With regard to the fifth reason, the RTC model specifically accounts for yard
congestion caused by bunching of arrival and departing trains and is simulating the peak week of
the Peak Year in the 10 year DCF period, which means that the TPIRR’s yards are designed at
the outset for Easter Sunday. Except for the peak week, the TPIRR will seldom use most of the
capacity that CSXT would add to the TPIRR’s yards. Furthermore, reasons four and five are
examples of why the RTC model is superior to CSXT’s yard sizing model which does not
account for these factors. The sixth and final reason is ’predicated upon speculative and
infrequent occurrences that probably would not even occur during the peak week, in order to
justify a gold-plated yard.

Furthermore, TPI Witnesses Orrison, Sullivan, and McLaughlin all have experience

either managing or analyzing operations at classification yards, including several on the real

51 See, CSXT Reply, pp I1I-C-192-193.
52 According to TPI Witness Orrison, a light engine moving at 10 mph through a 7,000 foot track requires less than
eight (8) minutes to clear the track.
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world CSXT network. According to those Witnesses, there are a multitude of ways for
yardmasters to address temporary peaks and surges when they do occur, without all the surplus

infrastructure that CSXT would impose upon the TPIRR. Such options include:

e Add additional crews at the pull out end of the yard to clear classification tracks
more quickly.

e Call additional road trains and extra trains to handle additional train departures.

e Pull and set departure tracks from the hump end of the yard to assist the pull out
Crews.

e Change classification track designations/blocking to handle additional capacity
and to avoid misclassified or re-humped cars.

e Add car inspectors in the receiving and departure yards.

e Add engine servicing employees.

e Build outbound trains in the classification yard.

e Add yard masters and supervision to coordinate increased activities.

Although it would be nice to have the excess tracks proposed by CSXT, those would be
unnecessary luxuries that a least-cost, optimally efficient railroad would shun. Therefore, TPI
continues to rely upon the RTC Model (with revised dwell times accepted from CSXT’s Reply
RTC Model) to determine the receiving and departure tracks required by the TPIRR to efficiently

handle its traffic.

ii. CSXT’s Methodology for Determining
Yard Receiving and Departure Tracks
is Gold-Plated

As discussed in the preceding section, TPI’s reliance upon the RTC model to determine
the required receiving and departure tracks in the TPIRR’s yards is reasonable and realistic.
CSXT, in contrast, has applied a methodology that is designed to burden the TPIRR with

unnecessary infrastructure. Indeed, CSXT’s own RTC simulation of the peak week does not use
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55 of the receiving and departure tracks that CSXT has added to the TPIRR, for a total of 107
miles of unnecessary added investment.>® This fact is even more remarkable in light of CSXT’s
claim that it conservatively has understated track capacity requirements because its analysis is
based upon an average week rather than the peak week.” CSXT’s separate process for
calculating receiving and departure tracks suffers from several flaws.

First, CSXT’s addition of a 1.67 “fluidity factor” is inappropriate and unsupported for
receiving and departure tracks.”® CSXT introduced this fluidity factor in the context of
classification tracks.”® CSXT’s rationale was that, without a fluidity factor, there is no track for
yard crews and locomotives to operate within the classification bowl or to move cars around as
required during the blocking process, or in other words, the yard would become a parking lot.>”’
But unlike classification yards, where cars may need to be shuffled around in order to pull cars
stuck behind other cars, such shuffling is not a routine activity for receiving and departure tracks
where trains are built and broken down sequentially, arrive intact, depart intact, and are inspected
intact. CSXT’s only explanation for adding a fluidity factor is to account for congestion and
“bunching.”® But TPI has designed the TPIRR’s yards to accommodate the longest trains that
originate or terminate at those yards in the peak week, which means there will be excess capacity
nearly all of the time to absorb the occasional disruption. Moreover, the RTC simulation of the
peak week includes random outages of the type that could create congestion or bunching. The
congestion or bunching posited by CSXT is gold-plating for speculative and infrequent events.

Even if a fluidity factor were appropriate for receiving and departure tracks, it is inconceivable

253 See, TPI Rebuttal Exhibit III-C-1, columns (9) and (10), Line “Total”.
24 See, CSXT Reply, p. III-C-119 (n. 185).

255 Id. p. II-C-120.

%6 Id. pp. 82-85.

BT 14, p. 83.

28 See, CSXT Reply, p. I1I-C-120.
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that 40% more capacity above the peak period would be necessary. While CSXT claims that
“[t]his fluidity factor is also consistent with the methodologies utilized by CSXT in conducting

7259 it offers no evidence whatsoever to document this claim.

real world yard capacity analyses,
All three of TPI’s witnesses with Class I railroad experience reject the need to apply a fluidity
factor to receiving/departure tracks.?®

Second, CSXT adds an extra receiving and departure track for light engine movements,
yard switchers, and switch engines.”® This is the ultimate in gold-plating. TPI Witness Sullivan
who has supervised a major classification yard on a Class I railroad, testifies that these various
engine movements typically occur on unoccupied receiving and departure tracks or, if necessary,
over the hump. This extra track is not consistent with real world railroading practice.

Third, the dwell times used by Mr. Dimberger in his calculation of receiving and
departure tracks are unreliable. The largest block of time for both arriving and departing trains
in Mr. Dirnberger’s analysis is the time required to inspect each train. But that clearly depends
upon the length of the train and the size of the inspection crews, which are two factors that Mr.
Dirnberger virtually ignores. At one point, Mr. Dirnberger acknowledges that the “required
number of hand brakes depends upon the length and weight of the train,” but he never extends
that observation to include the time required for train inspections.”® Nor does he consider the

size of the TPIRR’s inspection crews, which determines how fast a train can be inspected. Those

inspection crews vary across the TPIRR from two (2) to four (4) people at hump yards, which

259 g

280 Moreover, even for classification tracks, as discussed above, TPI’s witnesses maintain that real world railroads
use only a 15-20% swing capacity.

21 See, CSXT Reply, p. III-C-121.

62 See, CSXT Reply, p. III-C-109.
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means that the largest crews can inspect cars at a rate two times faster than the smallest crews.?®
In essence, Mr. Dirnberger’s analysis assumes trains of a set length and inspection crews of a set
size but he never reveals his assumed train length and crew size so that they can be compared
against the TPIRR.

Mr. Dirnberger’s estimate of 2.0 hours to inspect both inbound and outbound trains also
does not bear up to scrutiny.”® An MIT case study of CSXT’s Radnor Yard, in 1992, observed
that inbound and outbound trains were inspected at an average rate of 0.40 and 0.41 cars per

inspector per minute, respectively.”®

At that rate, a single inspector could inspect 48 cars in the
two (2) hour window estimated by Mr. Dirnberger.?®® Because TPI has staffed the TPIRR with
anywhere from 2-4 person crews, their average inspection rate within a two (2) hour period
would range from 96 to 192 cars. In other words, Mr. Dirnberger’s estimate of two (2) hours
may be reasonable for two (2) person crews inspecting 100 car trains, but it significantly
overstates the time required for shorter trains and/or larger crews. Furthermore, the inspection
rates observed in the MIT study are low in the opinion of TPI’s Rebuttal Witness Schuchmann,
who estimates that 0.5 cars per inspector per minute is typical >’

The ultimate proof of CSXT’s gold-plating lies in the results of CSXT’s own reply RTC

simulation. There is an unexplained disconnect at 43 of the TPIRR’s yards, including 10 of its

11 hump yards, between (a) the receiving and departure tracks that CSXT developed based upon

263 See, Opening workpaper “Trains to be Inspected.xlsx”.

264 See, CSXT Reply, pp. III-C-109 and 115.

265 See, TPI Rebuttal workpaper “MIT Study.pdf.” Michael A. Duffy, “Statistical Process Control Applied to Rail
Freight Terminal Performance: A Case Study of CSX’s Radnor Yard,” Massachusetts Institute of Technology,
pp. 36, 58 (1992).

120 minutes x 0.4 cars per inspector per minute = 48 cars per inspector in two (2) hours.

267 The FRA’s “Railroad Classification Yard Technology Manual” that CSXT submitted as part of its Reply
evidence estimates inspection rates of 0.5 minutes per car for both arriving and departing trains, but does not
indicate the size of the inspection crew upon which that estimate is based. See, CSXT Reply workpaper “Wong,
Railroad Classification Yard Tech Manual.pdf” at 49, 52, 54. This equates to two (2) cars per minute, which
would equal 0.5 cars per inspector per minute if based upon a four (4) person crew.
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the foregoing methodology (which is what CSXT uses to determine SAC investment), (b) the
receiving and departure tracks that CSXT modeled in the RTC simulation, and (¢) the tracks
actually used by the trains in the RTC simulation. TPI Rebuttal Exhibit IT1I-C-1 shows all three
(3) of these CSXT track counts for each of these 43 yards. For only 10 yards did CSXT actually
model the same number of receiving and departure tracks in its RTC simulation that it has
included in the TPIRR’s investment base. For 14 yards, CSXT modeled fewer tracks. For 19
yards, CSXT modeled more tracks. There is no rhyme or reason for the number of yard
receiving and departure tracks that CSXT chose to include in its RTC simulation. Nor is there
any explanation as to why CSXT did not model the same number of receiving and departure
tracks that its formula-driven methodology determined are required to serve the TPIRR’s traffic
base.

At a minimum, the number of receiving and departure tracks in CSXT’s RTC simulation
should have matched the number of tracks that CSXT has included in the TPIRR’s investment to
demonstrate that those tracks are capable of handling the TPIRR’s traffic base. In fact, Column
9 of TPI Rebuttal Exhibit III-C-1 shows that CSXT’s formula-driven method understated the
number of receiving and departure tracks required by nine (9) out of the 43 yards because

CSXT’s own RTC simulation required more tracks than CSXT’s investment. In other words,

CSXT’s own RTC simulation proves the inadequacy of CSXT’s infrastructure investment for

over 20% of these 43 vards.

On net, however, TPI Rebuttal Exhibit III-C-1 shows that CSXT’s formula-driven
methodology overstates the total number of receiving and departure tracks required by the

TPIRR as a whole. The receiving and departure tracks that CSXT includes in the TPIRR’s
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investment base match the tracks actually utilized in the RTC simulation at only a single yard.”®
In 33 of the 43 yards, the RTC simulation used anywhere from one to eight fewer tracks than
CSXT included in the TPIRR’s investment base.”® In total, after netting out the overstated track
counts against the understated track counts, CSXT’s RTC simulation used 55 fewer receiving

and departure tracks than CSXT has included in the TPIRR’s investment base. This is all based

upon CSXT’s own reply evidence!

iii. CSXT’s Development of Dwell Times
and Receiving/Departure Tracks Is
Inconsistent with Its RTC Simulation

CSXT’s reply evidence on dwell times for trains occupying the TPIRR’s receiving and
departure tracks is confusing, inconsistent, and in several instances, unsupported. Much of the
confusion and inconsistency arises because CSXT has employed different dwell times in
different parts of its Reply evidence. First, dwell times are the major component in the formula
that CSXT Witness Dirnberger uses to determine the number of receiving and departure tracks
for the TPIRR’s yards.”” Second, both dwell times and the number of receiving and departure

tracks in each yard are important inputs to CSXT’s RTC Model. But CSXT’s RTC simulation

does not consistently model either the dwell times estimated by Mr. Dirnberger or the receiving

and departure tracks determined by Mr. Dirnberger based in large part upon his dwell time

estimates. In other words, there is no relationship whatsoever between Mr. Dirnberger’s
testimony and CSXT’s RTC simulation. Nor does CSXT acknowledge or attempt to explain this

complete disconnect. This fact alone is fatal to CSXT’s operating plan.””

268 The Folkston Interchange, at Folkston, GA, in TPI Rebuttal Exhibit ITI-C-1.
269 TPI Rebuttal Exhibit III-C-1, Column (9).

210 See, CSXT Reply, pp. II-C-100-117, 120, and 123.

21 See, Otter Tail, slip op. at 18-19.
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As a threshold matter, CSXT has been less than clear as to the support for its dwell time
calculations. For hump yards, CSXT states that it has assumed a 5.0 hour dwell time for arriving

trains “[bJased upon witness Dirnberger’s experience, and the real world dwell time data set

forth in Figure I[I-C-16.”*” CSXT makes an identical claim for trains departing hump yards.””

Although CSXT claims that Mr. Dirnberger’s estimates are supported by CSXT’s Hump Yard
Simulation System (“HYSS”),” CSXT refused TPI’s request to provide the HYSS to TPI on
grounds that “neither the HY'SS model nor the results of any HY'SS simulation were relied upon
as support for the 5-hour dwell times used in CSXT’s Reply RTC model.””” But in subsequent
correspondence, CSXT acknowledged that Figure III-C-16 “sets forth outputs from CSXT’s
Hump Yard Simulation System...,”*”® which CSXT’s Reply claims is the basis for its dwell time
estimates, along with Mr. Dirnberger’s experience. Based upon these conflicting statements by
CSXT and its refusal to provide the HYSS model and the data underlying Figure III-C-16, the
Board must disregard Figure I1I-C-16 as support for CSXT’s dwell times.

Furthermore, because CSXT appears to rely solely upon its hump yard dwell time
estimates for its flat yard dwell time estimates without any additional support, CSXT also may
not rely upon Reply Figure I1I-C-16 to support those dwell time estimates. This is appropriate in
light of the aforementioned post evidentiary representations by CSXT to TPI that it has not relied

upon the HY'SS model which is the source for Reply Figure I1I-C-16.

212 See, CSXT Reply, p. III-C-112 [underline added].

21 See, CSXT Reply, p. III-C-117.

21 See, CSXT Reply, p. III-C-111.

ZZ See, TPI Rebuttal workpaper “MJWarren Aug 26 Letter.pdf.”
Id
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(1) Hump Yard Dwell Times

CSXT’s often confusing and inconsistent dwell time evidence is more consistent for
hump yards than for flat yards. Mr. Dirnberger has estimated hump yard dwell times of 5.0
hours for both departing and arriving trains?”’ and CSXT has used 5.0 hours in its RTC

simulation at hump yards.””

Mr. Dirnberger did not attempt to develop dwell times for
intermediate trains passing through hump yards. CSXT, instead, has accepted TPI’s Opening
dwell times for these intermediate trains and modeled them in its RTC simulation.

Although CSXT has used Mr. Dirnberger’s hump yard dwell time estimates in the RTC
simulation, it inexplicably has not modeled the receiving and departure tracks that Mr.
Dimberger determined to be necessary based upon those dwell times as discussed above.
CSXT’s own RTC simulation has exposed an inherent weakness in Mr. Dirnberger’s formula for
determining receiving and departure tracks at the TPIRR’s yards. Even modeling his own dwell
time estimates in the RTC simulation, Mr. Dirnberger’s receiving/departure track counts for the

Willard and Radnor hump yards were deficient by five (5) tracks apiece. At eight (8) other

hump yards, the RTC simulation demonstrates a cumulative overstatement of 37 tracks. The

Board should disregard Mr. Dirnberger’s subjective, formula-driven receiving/departure track
counts at hump yards in favor of those objectively determined by TPI’s rebuttal RTC Model
using CSXT’s Reply RTC dwell times for hump yards.

(2) Flat Yard Dwell Times

CSXT’s evidence is most convoluted when it comes to receiving and departure tracks at
the TPIRR’s flat yards. Mr. Dirnberger has not performed the same analysis of flat yard dwell

times that he has for hump yards. In fact, he has only presented testimony as to departure dwell

277 See, CSXT Reply, p. 11I-C-120.
7 I1d p. IM-C-112, 117.
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times for trains originating at flat yards. He has not presented any testimony of dwell times for
trains arriving at flat yards. Nor has CSXT consistently modeled any of Mr. Dirnberger’s flat
yard dwell times, or the receiving/departure tracks based upon those dwell times, in the RTC
simulation. Ultimately, the only flat yard dwell times with any modicum of support in CSXT’s
reply evidence, and modeled in its RTC simulation, are the dwell times for intermediate trains
both with and without a consist change, although those times are excessive according to TPI’s
witnesses.””

For departing trains, Mr. Dirnberger assumes the same 5.0 hours that he has developed

for hump yards because the process supposedly is the same whether the train originates at a flat
or hump yard.”® TPI’s Rebuttal operating Witnesses Orrison, Sullivan and McLaughlin contest
that assertion. According to these Witnesses, most trains that originate at flat yards are
assembled on and depart directly from the classification tracks. As such, they never occupy the
yard receiving/departure tracks at all, and thus no dwell time is needed or appropriate.

For arriving trains, CSXT has not presented any narrative evidence of a dwell time.

However, CSXT Reply workpaper “CSX Response—Regional Flat Yard Sizing
Calculations.xIsx” uses 5.0 hours of dwell time for arriving trains to calculate the number of
receiving and departure tracks at 11 of 74 flat yards on the TPIRR. This dwell time is
unsupported by any discussion in CSXT’s narrative. Nor has CSXT used that dwell time to
develop receiving/departure tracks beyond just those 11 flat yards. Rather, CSXT has passively

accepted TPI’s opening evidence.

" See, CSXT Reply, p. 123 and Reply Exhibit ITI-C-7.
20 See, CSXT Reply, p. 123 (n. 188).
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For intermediate trains with and without consist changes, Mr. Dirnberger assumes dwell

times of 2.0 and 0.5 hours, respectively.”® CSXT’s RTC Model, however, uses 2.0 hours for
intermediate trains with consist changes only at flat yards where CSXT’s real world dwell time
averages 2.0 hours or greater.”® CSXT does not indicate what dwell time it uses at yards that
average less than 2.0 hours. Although CSXT claims that 2.0 hours is a realistic dwell time, TPI
witness John Orrison contends that it is absurdly long. According to him, BNSF’s RTC
simulations employed a standard 30-45 minute dwell times for trains making either a set-out or
pick-up and 45-1:45 minutes if doing both.?® Mr. Orrison also used those dwell times when he
was CSXT’s Vice President of Service Design.

CSXT has not consistently applied the foregoing flat yard dwell time estimates for all
trains in the RTC model. In fact, CSXT changed TPI’s Opening RTC dwell times for arriving
and departing trains at flat yards to 5.0 hours for just 141 flat yard train events, which is just 8%
of such train events in the RTC simulation.® CSXT modeled the same dwell time as TPI for all
other flat yard train originations and terminations in the RTC Model. In fact, CSXT’s RTC
Model is the only source of dwell times in its Reply evidence for trains arriving at flat yards.

As with hump yards, TPI Rebuttal Exhibit III-C-1 shows that CSXT did not model in the
RTC simulation the number of receiving/departure tracks developed by Mr. Dirnberger based
upon his flat yard dwell time estimates and that CSXT has included in the TPIRR’s investment.
Sometimes CSXT modeled more tracks and sometimes it modeled less, never with any rhyme or

reason. At seven (7) flat yards, the RTC model demonstrated a need for more tracks than CSXT

21 See, CSXT Reply, p. II-C-123.

282 See, CSXT Reply, p. II-C-75 (n. 106).

28 Mr. Orrison also has observed that CSXT used different dwell times in its MultiRail analysis from its RTC
Model. CSXT’s MultiRail has “standard” times for processing events at yards of: 30 minutes for set-out; 45
minutes for pick-up; and 30 minutes for crew change.

284 See, TPI Rebuttal workpaper “CSXT RTC Dwell Frequency by Yard Type and Stop Type.xlsx”.
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included in its investment costs, but every other flat yard needed fewer tracks. On net, the RTC
Model demonstrates that CSXT has overstated the receiving and departure tracks required at the
TPIRR’s flat yards.

For all of the foregoing reasons, the Board should disregard Mr. Dirnberger’s subjective,
formula-driven receiving/departure track counts at flat yards in favor of those objectively
determined by TPI’s rebuttal RTC Model using CSXT’s Reply RTC dwell times.

¢. Missing Yards

CSXT added five (5) yards to the TPIRR system in Reply located at: Curtis Bay, MD;
Oakworth, AL; Cartersville, GA; Calera, AL; and Ivorydale, OH. TPI accepts the addition of
these yards in Rebuttal and the number of tracks and track miles proposed by CSXT.

d. RIP Tracks

CSXT added a total of 1.326 miles of RIP track at five (5) locations, including: Atkinson,
KY; Evansville, IN; Buffalo, NY; East St. Louis, IL; and New Orleans, LA. TPI accepts the
addition of RIP track at these locations and the assignment of inspectors at these locations.

e. Yard Jobs and Yard Locomotives

CSXT argues that TPI’s yard jobs and yard locomotives are infeasible because the daily
yard jobs and yard locomotive assignments are consistently below those actually employed by
CSXT in the real world.”® CSXT claims TPI failed to support its assumptions with any evidence
and indicates TPI did not provide any yard crews or yard locomotives at several locations where
CSXT has yard jobs in the real world.*®* Each of CSXT’s allegations regarding yard jobs and

yard locomotives are addressed below.

%5 See, CSXT Reply, p. I1I-C-128.
%6 1d. p. T1-C-130.
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i. TPI Yard Classification Job
Assignments are Consistent with
CSXT’s Actual Staffing Levels

CSXT compares TPI’s 421 yard classification jobs for the TPIRR to CSXT’s actual
staffing in 2010 of {{{Jjll}} classification yard jobs at yards included on the TPIRR.*’ From that
comparison, CSXT concludes that TPI’s yard operating plan is infeasible, because TPI’s yard
assignments are “consistently below those actually employed by CSXT in the real world.”*
This argument is designed to mislead the Board because, based on CSXT’s own calculations, the
TPIRR classifies far fewer cars on a daily basis than does the actual CSXT, and therefore does
not require the same number of yard crews actually employed by CSXT. CSXT’s approach
assumes that the number of yard classification crews has no variability based on the amount of
cars classified. But that assumption is illogical and contrary to the Board’s Uniform Rail Costing
System for CSXT in 2012, which shows that yard switch crew wages are 84 percent variable
with changes in traffic levels.®® Furthermore, according to TPI Witness Orrison, when he
worked for CSXT, they used a metric called cars/yard job switched to determine the level of yard
job assignments based on changes in volume.

CSXT’s misleading claims are designed to impose far lower productivity on the TPIRR
than CSXT itself enjoys as measured by the cars classified per yard job per day. The table below
demonstrates that TPI’s assignment of yard jobs produces nearly identical productivity to
CSXT’s actual experience in 2010 and 2013 in hump yards. Further, TPI’s assigned yard jobs
represent significantly lower productivity than CSXT’s actual productivity in 2013. Thus, TPI’s

assignment of yard classification jobs is clearly feasible and supported, compared with CSXT’s

27 See, CSXT Reply Figure I11-C-20 and Table III-C-30, p. I1I-C-133.

28 See, CSXT Reply, p. IIIC-128.

%9 On the STB’s website, electronic file “URCS_2012_ Worktables.zip”, STB Phase II and Support URCS 2012
Worktables “CSXT 2012.pdf”, Regression Number 11, page 250.
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actual experience in both 2010 and 2013, when measured against the number of cars classified
on a daily basis by TPIRR.

Importantly, Rebuttal Table III-C-1 below demonstrates that CSXT’s Reply evidence
would impose an unrealistically low level of productivity on the TPIRR by insisting that it
maintain the same number of crew assignments as CSXT in 2010, when according to CSXT’s
Reply evidence the TPIRR classifies less than {{Jl} } percent of the actual cars CSXT classified
in hump yards in 2010*° and less than {{J|}} percent of the actual cars CSXT classified in
2013.”" Further, Rebuttal Table III-C-1 shows that, in 2013, CSXT increased its productivity
over 2010 levels by classifying {{.}} cars per yard job in hump yards, but in Reply CSXT

nevertheless assumes that the TPIRR would achieve productivity of only {{Jjll}} cars per yard

job in hump yards.*”
Rebuttal Table ITI-C-1
Hump Yard Job Productivity — CSXT Actual, CSXT Reply and TPI Opening
Cars Classified and Yard Classification Jobs per Day
CSXT Actual
Hump 2010 2013 CSXT Reply TPI Opening
Yard Jobs Cars Cars Jobs Cars Jobs
(1) 3 ) (6) ®
1. Willard 1,214 1,069
2. Selkirk 1,293 1,558
3. Indianapolis 1,321 1,256
4. Nashville 1,123 1,187
5. Atlanta 755 784
6. Cumberland 857 911
7.  Cincinnati 1,035 1,355
8. Louisville 965 1,060
9. Birmingham 717 899
10. Hamlet 983 1,251
11.  Waycross 1312 1.594
12. Total 11,575 12,924
13.  Cars Classified Per Hump Job
it B it «il
Source: TPI Rebuttal workpaper “Yard & Support Job Comparison.xisx”

%0 Rebuttal Table III-C-1, Line12, Column (6) = Line 12, Column (2).
1 Rebuttal Table I1I-C-1, Line 12, Column (6) + Line 12, Column (4).
%2 Rebuttal Table I11-C-1, Line 13, Column (4) and Column (6).
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As shown in Rebuttal Table III-C-1, in TPI’s Opening evidence, the TPIRR classifies
{{.}} cars per hump yard job, which is equivalent to the productivity achieved by CSXT in
2010 and less than the productivity achieved by CSXT in 2013, thus demonstrating that TPI’s
yard classification crew assignments are both realistic and feasible. A similar analysis of flat
yard productivity is not presented because CSXT’s Reply evidence only includes data on cars
classified for 12 of the 74 flat yards on the TPIRR.

CSXT cherry-picks two examples of yards where it contends that TPT’s Opening yard
classification job assignments are infeasible, and misleadingly implies that the same issue exists
in every yard on the TPIRR. Specifically, CSXT argues that TPI assigns only one yard job to
classify 75 cars per day and 90 cars per day in Hawthorne (Indianapolis) and Demmler, PA
yards, respectively.””® By comparison, CSXT, in 2010, actually assigned {{|J}} crews per day
to classify {{Jll}} cars per day* in the Hawthorne flat yard and {{Jjl}} crews per day to
classify {{{jll}} cars per day in the Demmler flat yard.?® In Rebuttal, TPI accepts CSXT’s yard
jobs in Hawthorne and Demmler, adjusted to reflect the same productivity (i.e., cars classified
per crew) as CSXT actually achieved in 2013, increasing the crews assigned per day in these two
flat yards to {{JJll}} crews per day in Hawthorne and {{JJ{}} crews per day in Demmler.*® TPI
also makes similar adjustments to other TPIRR yards where there was a similar discrepancy
between CSXT actual yard job assignments and TPI’s Opening yard job assignments.”’

Finally, CSXT claims that TPI’s yard classification job assignments are infeasible

because TPI has not assigned any yard jobs or yard locomotives to some TPIRR yards, including

3 See, CSXT Reply, p. I1I-C-130.

2% See, CSXT discovery spreadsheet “Yard Matrix.xIs”.
205
Id

*¢ For Hawthorne Yard { { N | T Demmler Yard { (N
33

7 TPI identified 16 additional yards where a similar mismatch exists. See, TPI Rebuttal workpaper “Yard &
Support Job Comparison.xIsx”.
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Grafton, WV, Danville, IL and Plant City, FL.*® Again, CSXT’s argument is designed to
mislead. CSXT’s Reply workpapers show that, in both 2010 and 2013, CSXT itself had
numerous yard locations where it did not assign any yard crews.”® For example, information that
CSXT produced in discovery shows that, in 2010, CSXT classified cars on a daily basis in
{{.}} yards located on the TPIRR to which CSXT did not assign any yard crews or
locomotives. According to CSXT’s historical data, it classifies an average of {{JJl}} cars per
day in these yards, and {{JJ}} cars per day in the busiest yard, without assigned yard jobs.*®
Moreover, in its Reply, CSXT itself has added five (5) yards to the TPIRR network but assigned
yard crews and yard locomotives to only three (3) of these five (5) yards.*!

As with TPI’s operating plan, CSXT’s operating plan must assume that cars in these
yards are classified by local train crews rather than yard crews. This approach is common in the
industry and is recognized by CSXT’s own statement that, “[t]o the extent that TPI takes the
position that any required switching would be performed by road train locomotives and crews, its
operating plan does not account for the additional time required for road crews to do so...”®
There are 24 yards where the TPIRR classifies cars but has not assigned any yard crews. In
Reply, CSXT has accepted TPI’s dwell times for local trains at all of these yards but added yard
crew assignments at only eight of them. TPI accepts CSXT’s yard crew assignments at these
eight yards and continues to use local train crews to classify cars at the remaining yards just as

CSXT has done. In Rebuttal, TPI scales the TPIRR yard classification jobs to reflect the same

28 See, CSXT Reply, pp. III-C-130-131.

2 See, CSXT Reply workpaper “Yard Matrix Update.xls” and discovery spreadsheet “Yard Matrix xls.”
300 See, CSXT Discovery spreadsheet “Yard Matrix.x1s”.

3 See, CSXT Reply workpaper “TPI Yard Operations Reply.xIsx.”

32 See, CSXT Reply, p. III-C-130.
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productivity levels achieved by CSXT in 2013 based on the information provided by CSXT in
303

Reply.

ii. Yard Support Jobs

CSXT is correct that TPI omitted yard support jobs on the TPIRR.** TPI accepts this
criticism in Rebuttal by adding yard support jobs in each yard where CSXT has assigned them in
Reply. However, rather than blindly assigning the same number of support jobs that CSXT
actually had in 2010, as CSXT did in Reply, TPI has scaled the number of support jobs to reflect
the actual cars classified in yards on the TPIRR based on CSXT actual crew assignments and
cars classified in 2013 as shown in CSXT Reply workpapers.”” The results are summarized in

Rebuttal Table III-C-2 below.

Rebuttal Table III-C-2
CSXT Actual, CSXT Reply and TPI Rebuttal

Hump Yard Cars Classified and Yard Support Jobs per Day

CSXT Actual
Hump 2010 2013 CSXT Reply TPI Rebuttal
Yard Cars Jobs Cars Jobs Cars Jobs Cars Jobs
M 2 3 4 6) (6) ) (3 &)
1. Willard 1,214 1,069
2. Selkirk 1,293 1,558
3. Indianapolis 1,321 1,256
4. Nashville 1,123 1,187
5. Atlanta 755 784
6. Cumberland 857 911
7. Cincinnati 1,035 1,355
8. Louisville 965 1,060
9. Birmingham 717 899
10. Hamlet 983 1,251
11. Waycross 1312 1,594
12.  Total 10,820 11,668
13.  Cars per Hump Support Job
(i (I ()

38 See, CSXT Reply workpaper “Yard Matrix Update.xlsx” and TPI Rebuttal workpaper “Yard & Support Job
Comparison.xlsx”.

% 1d., pp. 131-32.

305 See, CSXT Reply workpaper “Yard Matrix Update.xls” The CSXT workpapers show yard crew assignments on
a quarterly basis. To reflect daily yard assignments, the yard crew data is divided by 91 days in the quarter.
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As shown in Rebuttal Table III-C-2 above, by assigning the real world CSXT’s actual
2010 support jobs to the TPIRR in Reply, without regard to the fact that the TPIRR handles less
traffic, CSXT reduces the productivity on the TPIRR from {{§lll}} cars handled per support
job*® by CSXT in 2010 to only {{|l}} cars handled per support job*” on the TPIRR. This
level of productivity is far less than the level of {{Jil]}} cars handled per support job achieved
by éSXT in 2013.*® Thus, CSXT imposes an unrealistic reduction in productivity on TPIRR.

In Rebuttal, TPI includes 409 yard classification job assignments per day in hump yards
and flat yards combined and 60 support crew job assignments per day in hump yards and flat
yards combined,”” compared with the {{|jlll}} classification job assignments and {{Jj§}}
support job assignments included in CSXT’s Reply evidence.*"’

iii. Yard Locomotives

In Opening, TPI included 181 SW1500 yard locomotives, including spares, and 22 SD40
locomotives used to push cars over the humps at eleven hump yards, for a total of 203 yard
locomotives. In Reply, CSXT rejected TPI’s use of SW1500 switch locomotives on the TPIRR
and instead assumed all switch locomotives would be SD40 locomotives.*’’ In addition, based
on the increased number of switch crews, CSXT increased the number of switch locomotives
from 203 switch locomotives to 245 switch locomotives (including spares).*'* In Rebuttal, TPI
accepts the use of SD40 locomotives for all switch locomotives instead of the SW1500

locomotives, but rejects CSXT’s locomotive count.

306 Rebuttal Table I1I-C-2, Line 13, Column (2).

397 Rebuttal Table III-C-2, Line 13, Column (6).

3% Rebuttal Table III-C-2, Line 13, Column (4).

3% See, TPI Rebuttal workpaper “Yard & Support Job Comparison.xlsx.”.
310 See, CSXT Reply workpaper “TPIRR Yard Operations Reply.xlsx”.
31 See, CSXT Reply, p. NI-C-147.

312 See, CSXT Reply workpaper “TPIRR Yard Operations Reply.xlsx”.
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CSXT criticizes TPI’s operating plan for not providing a locomotive at every TPIRR
yard.’"® But as discussed in Part III.C.5.e.1 above, neither has CSXT. Moreover, neither does the
real world CSXT. This is just one example of how CSXT has been disingenuous in the
presentation of its evidence by making statements implying that TPI has overlooked very basic
operating requirements that turn out not to be so basic after all, and then adopting the same
alleged deficiencies in its own reply evidence without acknowledging that fact.

As evidenced by CSXT’s determination of the number of yard locomotives, CSXT
adopted TPI’s method for calculating the required number of yard locomotive units, including
the number of spare units determined by TPI, with one exception. In Opening, TPI calculated
the number of locomotives required in each hump yard by calculating the number of units
needed for crews assigned, then adding a unit for crews pushing cars over the hump. In contrast,
CSXT calculates the number of units needed for the crews assigned then adds two (2) units for
crews pushing cars over the hump, thereby overstating the units needed in each hump yard by
one unit.

In addition to the above overstatement, CSXT has overstated the number of yard crew
assignments by failing to recognize that the TPIRR classifies fewer cars and therefore requires
fewer yard crews and thus fewer locomotives.

In Rebuttal, TPI continues to calculate yard locomotive requirements as it did in
Opening, adjusted to reflect the addition of the flat yard crew assignments discussed above. In
doing so, TPI accepts CSXT’s addition of 17 flat yard switch locomotives plus four (4)

additional spares, for a total of 224 yard locomotives.

3B See, CSXT Reply, p I1I-C-138.
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6. Customer Lead Tracks

In Opening, TPI used an estimate of 200 feet of track for all industry leads. On Reply,
CSXT added 24 lead tracks totaling 63.71 miles to access 52 customers on the TPIRR.*"* TPI
has included these track miles on Rebuttal >

7. Peak Year Train Development

a. Merchandise Trains

CSXT generally accepts TPI’s selection of historical intermodal, automotive, and general
freight manifest traffic for inclusion in its MultiRail analysis. CSXT also generally accepts
TPI’s identification of the historical local and line-haul merchandise trains carrying that traftic
for inclusion in its RTC analysis. However, because CSXT’s MultiRail analysis assigned the
TPIRR traffic to different trains than those that actually moved the traffic historically, CSXT
created a disconnect between the historically based trains it (and TPI) modeled in RTC and the
MultiRail-generated trains to which CSXT assigned the traffic in developing its operating plan.
Therefore, CSXT failed to model the trains it identified in its operating plan in its RTC analysis.
As aresult, CSXT failed to demonstrate that its posited operating plan is feasible.

For the historical trains CSXT (and TPI) modeled in their respective RTC analyses,
CSXT made a few adjustments to certain intermodal trains, which TPI has accepted in Rebuttal.
Specifically:

e CSXT added a third locomotive to trains moving expedited traffic;*°

e CSXT adjusted train routing through Chicago,’" and,;

1% See, CSXT Reply workpaper “Customer Lead Tracks.xlsx.”

315 As CSXT included the customer tracks as yard tracks, TPI has added them to its Rebuttal Yard Matrix. See TPI
Rebuttal workpaper “TPIRR Yard Matrix Rebuttal Grading.x1sx,” tab “TPIRR Yards.”

318 See, CSXT Reply, p. III-C-136.

7 1d. p. I-C-137.
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e CSXT added three additional intermodal facilities, at Marion, OH, North
Baltimore, OH and Louisville, KY '

b. Local Trains

As discussed in Part III.C.2 above, CSXT alleges that TPI failed to account for over
44,000 local trains it claims are required to serve the TPIRR traffic group. CSXT’s allegations
consist of a series of exaggerations and false statements designed to mislead the Board into
believing something that is simply not true. CSXT claims to have “corrected this major
deficiency in TPI’s Opening RTC model” by adding just 5,940 (about one seventh) of the
allegedly missing trains to its Peak Year train count for RTC modeling purposes.’® CSXT’s
modest “correction” speaks volumes about the credibility of its exaggerated claim of more than
44,000 “missing” local trains.

CSXT’s analysis is disjointed and deficient. Specifically, CSXT’s RTC model peak
period train list is based on adding 5,940 “On/Off-SARR” local trains and 11 weekly industrial
yard trains to TPI’s Opening train list.**® Thus, the total local and yard trains that CSXT has
modeled add up to just 48,720 trains per year,**' which is just slightly more than the 42,208 local
trains that TPI modeled in its opening evidence and a far cry from the 86,902 local trains that
CSXT claims TPI should have included in its Opening local train list.** In addition, CSXT’s
MultiRail-derived local train list included 60,788 local trains and zero (0) industrial yard trains.
Therefore, CSXT modeled only 80%* of the total number of local trains it included in its

operating plan in its RTC model, which means CSXT failed to demonstrate that its operating

318 g4

319 See, CSXT Reply, pp. I1I-C-173-174.

320 Although CSXT claims to have added 16 weekly industrial yard trains to its RTC model train list at Reply page
HI-C-174, its workpapers show that it only added 11 such trains to the RTC train list.

321 42 208 local trains in TPI Opening, plus 5,940 “On/Off” local trains, plus 572 (11 x 52) industrial yard trains.

322 42 208 local trains in TPI Opening plus 5,940 “On/Off” local trains, plus 28,860 (555 x 52) industrial yard trains,
plus 9,894 other local trains.

323 48,720 + 60,788 = 80%.
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plan was feasible. Furthermore, CSXT used its RTC model outputs based on operating roughly
49,000 annual local trains to develop operating statistics for over 60,000 different local trains
moving different consists over different routes than CSXT included in its MultiRail operating
plan. CSXT’s utter failure to model the operating plan it costed renders its entire operating plan
unverified and is grounds for the Board to disregard CSXT’s operating plan in its entirety.
CSXT simply did not demonstrate that its operating plan is feasible.

c¢. Unit Train Traffic

CSXT accepted TPI’s identification of traffic moving in unit trains, and TPI’s
identification of the trains moving that traffic based on historical traffic data. CSXT
incorporated the historical movement of unit trains in its RTC analysis just as TPI did in
Opening. TPI continues to use the historical unit train routing in Rebuttal.

d. Peak Year Train Development

i. Growth Trains

CSXT makes a baseless claim that “TPI’s RTC model understated the number of
‘growth’ trains that would be required to handle TPI’s projected increase in the TPIRR’s traffic
in the Peak Year [which] ... affected all categories of trains.”** But aside from making the
result-oriented assertion that TPI’s growth train assumption is “nonsensical,” CSXT does not
explain why it believes TPI’s methodology is incorrect or how CSXT proposes to correct TPI’s
alleged understatement. Instead, CSXT boldly asserts, without explanation, that TPI “should
have added” 17 more unit trains and 94 more merchandise trains in its RTC peak week

simulation.””® TPI’s review of CSXT’s Reply workpapers indicates that CSXT altered one of the

324 See, CSXT Reply, p. III-C-174.
325 See, CSXT Reply, pp. III-C-174-175.
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analytical parameters in TPI’s peak period train forecasting model without explanation in a

transparent attempt to inflate the Peak Year train requirement.

Specifically, in Opening, TPI determined that the peak week of the Base Year was

December 10-16, 2012. TPI’s peak period model assumed the train distribution reflected in the

Base Year would hold for all years, and that train growth would follow the distribution pattern

reflected in the Base Year. CSXT accepted this model, and both parties agree that the peak

period in the Peak Year will be December 10-16, 2019.

As documented in TPI Opening Exhibit III-C-1, TPI used the following process to

determine the trains required in the Peak Year.

First, TPI identified the appropriate growth factor applicable to each subgroup of
trains.

Next, TPI applied the projected aggregate volume change from 2012-2019 to
carloads moving in Base Year trains that moved between July and December
2012 to generate the July-December 2019 portion of the Peak Year traffic carload
growth.

Next, TPI determined the number of available carload growth slots on historical
trains that moved between July and December 2019, and subtracted the available
slots from the Peak Year carload growth requirements to determine whether
additional trains within each distinct train group would be required to handle the
Peak Year volume growth.

If additional peak trains were required, the excess growth cars were divided by the
Peak Year average car count per train to determine the number of growth trains
required to serve the TPIRR traffic group, and this number of trains was ratably
applied to the July-December 2019 time period based on the distribution observed
in the Base Year.**

CSXT accepted TPI’s model in its entirety, except for one change. Specifically, CSXT

inexplicably reduced the analysis period from July-December to just December. This change

inflated the number of trains required in the Peak Year for three (3) reasons.

326 See, TPI Opening Exhibit ITI-C-1 at pp. 40-43.
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e First, TPI derived the maximum train size to determine the number of slots
available to accommodate projected growth based on a six-month base period. In
CSXT’s truncated model, the maximum train size was determined based on
evaluation of only December trains. Therefore, if the longest historical train
moved in any month but December, CSXT artificially deflated the maximum train
size, which artificially reduced the per-train growth slot availability, and forced
growth trains to be added prematurely.

e Second, TPI derived the average train size to determine the number of slots
available to accommodate projected growth based on the same six-month base
period. In CSXT’s truncated model, the average train size was determined based
on evaluation of only December trains. Therefore, if December trains deviated
from the six-month average, CSXT artificially adjusted the average train size,
which artificially adjusted the per-train growth slot availability.

e Third, CSXT reduced the number of historical trains with available slots from the
six-month total train count to a one-month train count.

A simple example illustrates the impact of CSXT’s unjustified modification. Assume a
110 car maximum train size and a 100 car average train size in a given lane based on 20 trains
over the historical six-month period from July to December 2012. This equates to 20 historical
trains, 2,000 historical carloads, and 200 growth slots. Further assume 20% projected carload
growth, or 2,400 Peak Year carloads. In the TPI model, 200 of the 400 growth carloads would
be moved in available historical train slots and two (2) growth trains would be added to move the
200-car overflow.

Now, assume that the maximum train size is reduced to 105 cars and the average train
size is reduced to 99 cars in a given lane based on just three (3) trains that moved in December
2012. This equates to three (3) historical trains, 297 historical carloads, and 18 growth slots.
Retaining the 20% projected carload growth assumption results in 357 Peak Year carloads. In
the CSXT model, 18 of the 60 growth carloads would move in available historical train slots and

a growth train would be added to move the 42-car overflow.
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TPI’s model would add two (2) growth trains over six months, while CSXT’s model
would add a growth train every single month for a total of six growth trains, which is more than
is needed to accommodate the projected growth.

CSXT’s entire rationale for this undisclosed adjustment is a dismissive statement that the
results of TPI’s model are somehow “not credible.””” CSXT argued that TPI’s addition of
merchandise growth trains approximating 1% of the Base Year total merchandise train count is

“nonsensical.””?

But CSXT’s own adjustment only adds merchandise growth trains
approximating just 3% of the Base Year total merchandise train count—hardly a change that
warrants CSXT’s hand-wringing. Because CSXT has not offered any explanation as to why its
adjustment is necessary or superior to TPI’s Opening model, which CSXT otherwise
incorporated in its entirety, TPI retains its Opening train forecasting model and parameters in
Rebuttal.

Furthermore, the volume forecast index used by both parties was developed based on
expected aggregate growth from the last six months in 2012 to the last six months in 2019.
Therefore, CSXT created a mismatch by applying this index to only one month of train data in its
model. CSXT would need to have developed a December-specific forecast index for its
December-only model framework to ensure congruity. By applying a 2H12-2H19 index to
December 2012 shipments, CSXT disregarded seasonal variations in traffic volumes and traffic
mix.

ii. Outlawed Trains

CSXT also inflated its peak period local train count based on an assertion that, because

certain local trains sometimes “outlaw” in the real world, they could not possibly move a single

27 See, CSXT Reply, p. III-C-175.
B 1d.
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additional car in the Peak Year.”” This argument suffers from several flaws. First, because
TPI’s forecast model is based on adding carload volume to existing blocks, adding carloads to
local trains does not change the historical blocks, cuts, stops, or customers served by the TPIRR
local trains, and thus would not add to their time. Second, CSXT’s analysis of trains timing out
is based on real world performance and completely ignores the RTC results, which show that the
local trains in question do not time out in the RTC modeling exercise.

However, as discussed in preceding sections, TPI added some of the local trains CSXT
alleges were missing from the TPI Opening train list and are required to serve the TPIRR traffic
group. Unlike CSXT, TPI added these trains to its peak period train list and modeled them in
RTC. Therefore, TPI’s Rebuttal RTC train list contains 129 more local trains than CSXT’s
Reply RTC list.*°

iii. TPI Selection Criteria

CSXT removed 66 road trains it claimed did not meet TPI’s selection criteria that
required road trains to traverse the SARR for 10 miles to be included in the TPIRR train list.**!
CSXT correctly identified a programming glitch that resulted in TPI inadvertently including a
few dozen trains it should not have included in the peak week. However, the determination of
which trains should not have been included is based on references to the SARR network
definition file that flags locations (stations) and links (segments) as On- and Off-SARR. TPI
reviewed CSXT’s Reply network definition file and made a few minor adjustments. As a result,
TPI accepts removal‘of 54 of the 66 trains identified by CSXT, and TPI also has identified an

additional nine (9) trains for removal based on this train selection criteria. Therefore, TPI

329 See, CSXT Reply, pp. I1I-C-175-176.

330 TPI added 151 local trains but removed the 22 unnecessary “growth” locals that CSXT added. See, CSXT
Reply, p. III-C-176.

31 See, CSXT Reply, p. III-C-177.
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removed a total of 63 road trains from its Opening RTC train list. In summary: 1) TPI did not
change its train forecasting model or parameters for either local or road trains in Rebuttal; and 2)
TPI removed 63 road trains that did not meet TPIRR’s selection criteria but that were
inadvertently included in opening due to a minor coding error.

8. Train Size and Equipment Issues

a. Train Sizes

TPI developed Peak Year train sizes in Opening based on the maximum size of
comparable Base Year trains for all train groups. As discussed above, although CSXT claims to
have accepted TPI’s maximum train sizes in Reply, CSXT actually reduced the maximum train
size it allowed for forecasting purposes by restricting its train size analysis period to include only
trains moving in December 2012. However, CSXT did not restrict its maximum train sizes for
RTC modeling as it did for forecasting, so CSXT created yet another disconnect in its operating
evidence. TPI continues to use its Opening maximum train sizes for all purposes in Rebuttal.

b. Locomotives

In Reply, CSXT accepts TPI’s use of ES44AC locomotives for road train service and
helper service and TPI’s use of SD40 locomotives in local train service. CSXT objects to TPI’s
use of SW1500 locomotives for switch service in yards and replaces these locomotives with
SD40 locomotives. As discussed in Rebuttal Part 11I-C-4, supra, TPI accepts the use of SD40
locomotives in switch service in this Rebuttal evidence. CSXT also claims that TPI understates
the number of locomotives required by the TPIRR for both road and local trains and the number
of locomotives used in switch service. Finally, CSXT objects to TPI’s use of a 1/1 distributive
power (“DP”) locomotive configuration on road trains. Each of CSXT’s objections and

arguments are addressed below.
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i. Road Locomotives

In Reply, CSXT claims that TPI understated the number of road locomotives required by
the TPIRR due to unrealistic dwell times in its RTC model that have resulted in understated
transit times.”> As discussed in Part II1.C.5.b.iii above, TPI accepts the train dwell times from
CSXT’s RTC model. Other modifications to TPI’s RTC model in Rebuttal are discussed in Part
[I.C.13 below.

CSXT claims that TPI understates the locomotive spare margin for both ES44AC
locomotive and SD40 locomotives by including time that was not allocated to a specific activity
and was identified only as “unknown CSX on-line days.”® CSXT makes the unsupported
assumption that locomotives are not available for service during this time, and therefore, the time
must be assumed to be included in the “bad order/shop” category for the purpose of spare margin
calculations. In order to reach this conclusion, however, CSXT disregards the fact that the very
title of this time category contains the descriptor “on-line.” CSXT also assumes that, because it
does not know where locomotives are during this time category, they must be unavailable for
service. As CSXT obviously tracks the time that locomotives are unavailable for service and
logs this time in one of five categories where locomotives are not available for service, if
“unknown on-line days” were part of unavailable time, it would be logged as such. Thus, TPI
appropriately excluded this time from its spare margin calculation.

CSXT also objects to TPI’s use of DP locomotive configurations on grounds that TPI’s
assumption is béth “unrealistic and highly inefficient.”** CSXT argues that the cost of outfitting

locomotives for DP operations and the extra time and expense is simply not justified. CSXT

32 See, CSXT Reply, p. III-C-139.
33 See, CSXT Reply, p. I1I-C-141.
3% See, CSXT Reply, p I1I-C-140.
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asserts that Eastern railroads do not favor DP because it does not work given the average length
of haul and operating parameters in the East. Contrary to CSXT’s self-serving statements, the
December 2010 issue of Progressive Railroading reports on statements by a CSXT spokesperson
that “CSXT will request that builders pre-wire all new locomotives to accommodate PTC, as
well as include DP capability as a feature on many newly acquired units.””* One can only
conclude that, as CSXT is ordering new locomotives with DP capability, the use of DP on CSXT
trains must be realistic and economically justified. In Rebuttal, TPI continues to use DP, except
on trains interchanged between the TPIRR and the residual CSXT, as discussed in Part II1.C.11.a
below. In Rebuttal, TPI includes 852 ES44AC locomotives in road train service and 209 SD40
locomotives in local train service.

ii. Helper Locomotives

TPI has identified helper service districts on the TPIRR at 12 locations and specifies both
the number of additional locomotives used in helper service at each location and the number of
trains helped per day during the peak period.**® In Reply, CSXT accepts TPI’s helper service.”’
In Rebuttal, TPI continues to include 16 ES44AC locomotives in helper service.

iii. Switch/Work Train Locomotives

As fully addressed in Part IIL.C.5.e.iii above, TPl accepts CSXT’s use of SD40
locomotives in switch service on the TPIRR and CSXT’s assignment of switch locomotives at
flat yards. However, TPI does not accept CSXT’s overstatement of yard locomotive assignments

at hump yards, which results from CSXT’s overstatement of the number of yard crews assigned

335 See http://www.progressiverailroading.com/mechanical/article/Freight-Locomotive-Market-Update--25245 and
TPI Rebuttal workpaper “Progressive Railroading mechanical update.pdf”.

36 See, TPI Opening Table ITI-C3 and Exhibit I1I-C-6.

37 See, CSXT Reply, p. III-C-142.
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at hump yards and by double counting the number of units required for pushing cars over the
hump. In Rebuttal, TPI includes 224 SD40 locomotives in yard service.
Rebuttal Table III-C-3, below compares the number of locomotives on the TPIRR as

proposed in Opening, Reply and Rebuttal.

Rebuttal Table HI-C-3
Comparison Of TPIRR to
CSXT Proposed Locomotives

Locomotive TPI CSXT TPI
Type Opening Reply Rebuttal

(1 2 ©) “
1. ES44AC 709 882 852
2. SD40-2 167 515 433
3. SW 1500 181 0 0
4. Total 1,057 1,397 1,285

Sources: “TPIRR Operating Statistics Open.xlsx”, TPIRR Operating
xlsx” and “TPIRR Operating
tal ?

c. Rail Cars

CSXT states that TPI’s ownership percentages are consistent with those developed by
CSXT and CSXT does not challenge TPI’s mix of system cars and shipper-provided
equipment.’””® CSXT, however, does argue that TPI’s car requirements are understated as they
are based on the operating statistics generated by TPI’s allegedly faulty RTC simulation. CSXT
addresses the specifics of its allegations in Part [II-D as does TPI.

9. Crew Districts and Crew
Requirements

In Opening, TPI’s operating plan assigns road crews to 111 crew-district home terminal

locations, and in Reply, CSXT accepts those locations with minor modifications, which are

338 See, CSXT Reply, p. I1II-C-148.
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addressed in Part III-D.”** Consistent with the Board’s decision in every stand-alone proceeding
as early as FMC, TPI assumes train crews will work 270 shifts per year. In Reply, CSXT argues
that this assumption is unrealistic and instead assumes 251 shifts per year for road crews. As
fully addressed in Part III-D, road crews working 270 shifts per year is feasible and consistent
with STB precedent. TPI continues to rely on 270 shifts per year in Rebuttal.

a. Road Crews

CSXT claims that TPI’s road crews are understated because TPI: 1) failed to include all
of the necessary local trains needed to provide complete service to the TPIRR customers; 2)
didn’t adequately account for directional imbalances; 3) assumed a re-crew rate that is lower than
CSXT’s actual re-crew rate; and 4) assumes that TPI’s crews run longer crew districts with fewer
crew changes than do CSXT actual crews. Each of CSXT’s road crew related arguments are

fully addressed in Part II1-D-3 of this Rebuttal.

b. Helper Crews

In Opening, TPI assigns helper service at twelve locations on the TPIRR and uses
engineer-only helper crews. These crews are staffed by a total of 65 employees.’*® As CSXT
correctly points out, TPI failed to include these employees in its operating expense calculations
in Opening. As stated previously, CSXT accepts TPI’s helper district assignments and also
accepts TPI’s 65 employees to staff this helper service.** In Rebuttal, TPI includes the cost

associated with the 65 helper service employees in its operating expense calculations.

3% Id. p 11-C-149.
340 See, TPI Opening, p. III-C-11.
31 See, CSXT Reply, pp. II-C-150-151.
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10. Repair, Inspection, Fueling and
Communication Functions

a. Car Repair Facilities

CSXT accepts TPI’s use of full service car leases for the railcars provided by the TPIRR,
and thus the underlying concept that the lease payments include maintenance costs. However,
CSXT states that TPI failed to provide the facilities required to perform the necessary railcar
maintenance functions, such as running repairs to foreign and private equipment.** In spite of
CSXT’s arguments, it does not add any car repair shops to its investment for the TPIRR.
Instead, CSXT adds a total of 1.3 miles of RIP track in five (5) locations, including: Atkinson,
Buffalo, Evansville, East St. Louis and New Orleans. As stated previously, TPI accepts the
addition of the RIP track in these locations and includes them in Rebuttal.

b. Locomotive Inspections and Fueling

In Opening, TPI included four (4) locomotive repair shops on the TPIRR. In Reply,
CSXT accepts TPI’s four “heavy” locomotive repair shops and adds eight (8) more locomotive
servicing and inspection facilities for a total of 12 locomotive shops.*® CSXT justifies the
additional shops as necessary to service the “tens of thousands missing local trains” from the
TPIRR system. As discussed in Part II1.C.2 above, CSXT has significantly exaggerated the
trains “missing” from the TPIRR system and therefore, the need for additional locomotive
servicing and inspection facilities. Thus, there is no need for the additional eight (8) inspection
and servicing facilities CSXT adds to the TPIRR.

The excessive nature of the 12 locomotive shops proposed by CSXT is further evidenced

by the fact that the entire NS system has only eight (8) locomotive shops, with nearly 20,000

2 1d. pp. 151-52.
33 See, CSXT Reply, p. III-C-153.
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system route miles and more than 4,000 locomotives compared with TPIRR’s 6,982 system route
miles and 1,285 locomotives.**

In Opening, TPI included fixed fueling platforms at 16 locations on the TPIRR and
assumed direct to locomotive (“DTL”) fueling at 15 additional locations. In Reply, CSXT
argues that TPI did not provide sufficient track at these facilities to service and inspect all the
TPIRR locomotives and adds servicing and inspection facilities at 12 TPIRR yards.** CSXT’s
workpapers, however, show that CSXT did not add these facilities and therefore has accepted the
31 fueling facilities included in TPI’s Opening evidence.

¢. Train Control and Communications

CSXT accepts TPI’s use of a functioning, but not interoperable, PTC system in 2010.
CSXT assumes this system must be upgraded in 2015 to meet the Rail Safety Improvement Act
interoperability requirements. The PTC system and CSXT’s concerns regarding TPI’s PTC
system are addressed in Part ITI-F-6.

11. Reciprocal Obligations

The TPIRR interchanges traffic with six (6) Class I railroads and 75 Regional and short
lines which require reciprocal agreements. In Reply, CSXT claims that TPI did not properly
account for its reciprocal obligations with its connecting carriers and makes assumptions about
relationships that do not exist in the real world with regard to three (3) specific issues. These
issues include: DP configurations of TPIRR’s trains, car classification and pre-blocking of cars,

and locomotive fueling. CSXT’s arguments regarding each of these issues either are not

3% See http://www.nscorp.com/content/nscorp/en/get-to-know-norfolk-southern/about-ns/corporate-profile.html and
TPI Rebuttal workpaper “NS locomotive shops.pdf.”
35 See, CSXT Rely, pp. I1I-C-153-154.
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significant or are inconsequential and inconsistent with CSXT’s own calculations of the TPIRR’s
operating expenses.

a. Distributive Power

CSXT argues that the TPIRR’s connecting railroads are unlikely to adopt DP locomotive
configurations and TPI cannot assume they will. CSXT argues that TPI’s DP assumption is
inconsistent with CSXT’s existing interline service agreements and that Eastern carriers have not
embraced DP the way Western carriers have. CSXT adds that it would not accept trains in
interchange in DP configuration from the TPIRR. In Reply, therefore, CSXT added a 45 minute
dwell at the interchange to all trains interchange forwarded from the TPIRR to CSXT to account
for reconfiguring TPIRR trains from DP to head end only power. CSXT also claims that, as a
result of TPI’s DP assumption, “TPI would be required to bear the massive cost of equipping the
locomotive fleet of each of its connecting carriers with DP capability.”*

Notwithstanding CSXT’s extensive rhetoric related to TPI’s use of DP configuration,
CSXT accepts the DP configuration for the TPIRR, with only one adjustment to accommodate
DP power in its Reply evidence, i.e., the previously mentioned addition of a 45 minute dwell at
interchange of TPIRR trains to CSXT. Because CSXT makes this assertion on behalf of the
residual CSXT for the first time in Reply, TPI accepts the notion that the residual CSXT would
refuse to accept TPIRR trains in interchange with DP power; however, rather than adding the
inefficient 45 minute dwell at interchange to reconfigure power on these trains in Rebuttal, TPI
uses a head-end power configuration for the entire route of movement on all trains TPIRR

interchanges to CSXT.

346 1d. p. II-C-160.
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b. Car Classification and Blocking

CSXT claims that TPI’s classification and blocking assumptions are inconsistent with
CSXT’s real world practices.’* In Opening, TPI identified all cars classified by CSXT at each of
TPIRR’s interchange locations. TPI then estimated that only 25 percent of cars received in
Chicago require classification and 10 percent of cars received in St. Louis, New Orleans and
Buffalo require classification based on the assumption that TPIRR’s connecting carriers would
pre-block cars forwarded to the TPIRR at these locations. Further, TPI assumed that the TPIRR
would be required to classify all cars received and forwarded at all other locations on the TPIRR.

In Reply, CSXT states that TPI’s assumptions are wrong and do not reflect CSXT’s
actual agreements. CSXT also claims that TPI’s approach ignores CSXT’s obligations to pre-
block cars for its connecting carriers at specific locations. CSXT states that it must classify
approximately 60 percent of the traffic it receives at New Orleans and 100 percent of all traffic
received in Buffalo. Further, CSXT pays the BRC to classify all traffic received and forwarded
in Chicago.

In Rebuttal, TPI removes all of its opening evidence adjustments to the number of cars
CSXT actually classified at these four (4) locations. As stated previously, TPI accepts CSXT’s
assignment of yard jobs at all flat yards on the TPIRR, including the four (4) yards where TPI
had adjusted the number of cars classified by CSXT for pre-blocking by its connecting carriers.
TPI also has accepted CSXT’s determination of the number and length of classification tracks in
these yards. Therefore, CSXT’s arguments regarding the TPIRR’s failure to meet its reciprocal

classification and blocking obligations are rendered moot.

7 See, CSXT Reply, pp. I1I-C-162-164.
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¢. Locomotive Fueling

In Opening, TPI stated that the TPIRR will inspect and fuel locomotives used in interline
service to fulfill the reciprocity arrangements with its connecting carriers. CSXT objects to
TPI’s assumptions and claims that they are not in accord with common practice. CSXT states
that “[i]f TPI assumes that locomotives tendered to other carriers are not full of fuel, it also must
assume that locomotives received from those carriers would likewise be less than fully fueled.”**
CSXT uses this as a springboard to claim that, somehow, TPI’s operating plan does not meet it
reciprocal obligations regarding fuel equalization with its connecting carriers.

CSXT’s argument is a red herring used only to muddy the record in this proceeding as is
evidenced by the fact that CSXT calculates the locomotive fuel requirements of the TPIRR in
exactly the same manner as does TPI. In fact, CSXT accepts TPI’s fuel consumption rate and
initial fuel price.*® Stated differently, CSXT disparages TPI’s evidence regarding fueling
locomotives used in interline service, while accepting TPI’s methodology for calculating fuel
costs for these locomotives.

12. Crude OQil Practices

CSXT claims in its Reply testimony that crude oil trains should run at maximum speeds
of 50 mph, not 60 mph and that they also require enhanced safety including route selection
similar to TIH traffic. “Key Trains” carry 20 or more carloads of crude oil and use a maximum
speed of 50 mph. According to the DOT, “on February 21, 2014, the Secretary of Transportation
sent a letter to the President and Chief Executive Officer at the AAR requesting that he and his
members subscribe to voluntary actions to improve the safe transportation of crude oil by rail.

These include: speed restrictions, braking signal propagation systems, routing analyses,

38 See, CSXT Reply, p. III-C-165.
3% See, CSXT Reply, pp. I1I-D-26-28.
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additional track and rail integrity inspections, more frequent mechanical inspections,
development of an emergency response inventory, funding for emergency responder training,
and continued communication with communities about the hazards of crude oil being transported
by rail.””**® By the time the Secretary of Transportation had sent this letter, TPI already had filed
its opening evidence. Consequently, the crude oil trains in TPI’s opening evidence were not
limited to these restrictions. For its Rebuttal evidence, however, TPI is aware of this “voluntary”
set of restrictions, and has elected to restrict its crude oil trains accordingly. In the peak period,
11 TPIRR trains are affected.

a. Dedicated Personnel

In Rebuttal, TPI has accepted CSXT’s one (1) manager and seven (7) compliance officers
that have responsibility for haz-mat transportation planning.

13. Rail Traffic Control Model
(“RTC”)

TPI’s Rebuttal RTC simulation represents a conservative effort to minimize differences
between TPI’s Opening RTC model and the workable parts of CSXT’s Reply RTC model. As
explained below, some of the component parts of CSXT’s Reply RTC model and its critique of
TPI’s Opening RTC model are in error and were rejected by TPI accordingly. Specifically
CSXT alleged that TPI in its Opening evidence:

Used an outdated version of the RTC model;

Failed to include all trains required to serve the selected traffic;
Failed to model road and local trains completely and accurately;
Incorporated unrealistic dwell times;

Operated crude oil trains and loaded grain trains too fast;
Understated random outages; and

Contained significant input errors (e.g., negative number of cars).

Nownhkwd—

3%0 See, United States Department of Transportation Docket No. DOT-OST-2014-0067.
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Each of CSXT’s claims are discussed below along with any adjustments TPI incorporated
in Rebuttal based on valid criticisms.

a. QOutdated Version of the RTC
Model

CSXT states that RTC version 69E used by TPI “contained a number of flaws that
adversely affected the Model’s ability to generate accurate results,” and that the newer version

69P provides more precise results.*!

TPI agrees that the previous version of the RTC model
contained various problems. In fact, TPI attempted to run (unedited) CSXT’s Reply RTC
simulation in version 69E, and the model failed at 44 percent completion. At the time TPI was
developing its opening evidence, version 69E was the latest version of RTC and was actually a
“beta” release. TPI discussed a number of bugs it encountered during the modeling of its
opening evidence with the developers at Berkeley Simulation Software (the creators of the RTC
model). The developers recommended updating to version 69E even though it was in beta stage.
While CSXT was developing its Reply evidence, Berkeley Simulation Software worked through
eleven (11) version updates during CSXT’s Reply time schedule. This would include versions
69F, 69G, 69H, 691, 69], 69K, 69L, 69M, 69N, and 690 before settling with version 69P. The
failure of version 69E to run CSXT’s Reply RTC simulation, along with the number of version
updates, indicates that there is a significant difference between RTC version 69E and 69P. This
is typical of software; newer versions improve upon older versions once the publisher gets bug

reports from end users. TPI uses version 69P for this Rebuttal RTC simulation as it is still the

newest version of the RTC available.

331 See, CSXT Reply, pp. I1I-C-171-172, fn. 254,
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b. All Trains Required to Serve the
Selected Traffic

In TPI’s Rebuttal Simulation, TPI accepted CSXT’s addition of certain local and yard
trains to the RTC train list, and added another 151 local trains to the RTC model that CSXT
identified as missing from TPI’s opening RTC train list but that were not added to the train list
CSXT modeled in RTC. Where TPI has added local trains, TPI experts applied CSXT’s
methodology to determine which of the new trains would dwell on the mainline at industry and
has modeled them accordingly.

c. Model Road and Local Trains

CSXT claimed that TPI failed to model road trains completely and accurately at multiple
locations along the TPIRR system.’** TPI discusses CSXT’s claims below.
i. Mobile, AL
CSXT claims that TPI failed to move trains through Mobile to the McDuffie Island Coal
terminal. TPI accepts CSXT’s revision of this route, although TPI corrected an error where the
turnout was placed on the incorrect side of the track, thus allowing trains to properly reach the
terminal docks.
ii. Chicago, IL
CSXT claims that TPI assumed UP and CN interchange at BARR Yard. CSXT actually
delivers UP trains to Proviso Yard, and delivers CP trains at Bensenville Yard over IHB tracks.
CSXT also claims expedited intermodal trains do not originate/terminate at BARR Yard, but
instead originate and terminate at Bedford Park after moving over the IHB.

TPI accepts CSXT’s revision of these routes.

352 See CSXT Reply, pp. 179-84.
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iii. East St. Louis
The TPIRR network ends at West Rose Lake Yard. CSXT claims that CSXT operates
2.3 miles further to the TRRA’s Madison Yard. CSXT chose to extend the TPIRR to achieve

this interchange. TPI accepts CSXT’s revision of this route.

iv. Tampa, FL

CSXT claims that TPI must add two (2) hours of dwell for each train to travel to the end
of a line that was not modeled. TPI accepts CSXT’s revision of this dwell time to reflect the

additional travel time to service the industry.

v. Augusta, GA
TPI did not include the TPIRR Beech Island, SC interchange with residual CSXT in its

Opening TPI RTC model. CSXT added Beech Island track in its Reply RTC model to allow for
this interchange. TPI accepts CSXT’s revision of the RTC network.

vi. Local Train Mainline Dwell

TPI did not stop local trains on the mainline in order to serve the industry at certain
locations. CSXT revised TPI’s Opening RTC model so that local trains would occupy the
mainline where applicable. TPIRR is under no obligation to occupy the mainline while serving
these locations because it would build (or require the industry to build) sufficient facilities so that
the mainline could remain unobstructed. However, because this adjustment has minimal impact,
and because TPI is making a conservative effort to minimize differences, TPI accepts CSXT’s
revised local trains dwelling on the mainline, except for the two runaround trains L1190GLOGL
and L142FAIFAL

vii. “Growth” Local Trains

CSXT added 22 new “growth” local trains it claims were necessary to accommodate the

Peak Year traffic volumes. However, the process CSXT used to calculate these 22 growth trains
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was completely disconnected from the traffic volumes and operations of the TPIRR. CSXT used
its own “real world” 2013 traffic data to identify “22 different local train symbols in TPI’s train
list that currently average 11+ hours™* in transit time. This data, and the performance of
CSXT’s actual 2013 trains, has no bearing on the local trains contained in TPI’s RTC simulation.
In fact, if CSXT had utilized its own Reply RTC simulation to calculate the number of local
trains that incurred 3+ hours of overtime it would have determined that only two (2) trains met
this arbitrary threshold.” Furthermore, based on TPI’s Opening and Rebuttal RTC simulations,
only one (1) local train went over three (3) hours of overtime by 0.06 and 0.03 hours,

respectively.’”

Regardless of this meaningless calculation, adding an entirely new local train to
the TPIRR 1is not necessary to serve a crew expiring by a few minutes. TPI’s (and CSXT’s) RTC
simulation takes into account expiring crews, which is built into the logic of the RTC model.
Any train that requires a relief crew is also taken into account in TPI’s operating expenses. By
no means do expiring crews on local trains justify the addition of 22 local trains to serve the
TPIRR Peak Year traffic volumes. Clearly, CSXT’s calculation of the 22 “growth” local trains it
added in Reply is another attempt to artificially inflate operating expenses and mislead the Board
in regard to “missing trains.” These 22 overtime local trains have not been included in TPI’s

Rebuttal RTC simulation.

viii. Unrealistic Dwell Times

CSXT’s Reply dwell times are vastly overstated. CSXT uses a five (5) hour dwell time
for all trains classified in TPIRR hump yards. TPI analyzed the supporting data relied upon by

CSXT and found that this time includes trains with only one (1) car, and hundreds of trains with

353 See, CSXT Reply, p. III-C-176.
3%* See, TPI Rebuttal workpaper “TPI_Locals_with Overtime_in RTC_Model Rebuttal. xIsx”.
355

Ibid.
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fewer than ten (10) cars. However, because TPI acknowledges that it is proper to include
additional time at hump yards, TPI accepts CSXT’s inflated hump yard RTC dwell times in an
effort to minimize differences.

In Rebuttal, TPI accepts and incorporates all of the dwell times CSXT input into in its
Reply RTC simulation for hump yard dwell times, flat yard dwell times, coal train dwell times,
and local train mainline dwell times. See Part III.C.5.b.iii above

However, rather than dwelling trains bound for interchange with the residual CSXT on
the TPIRR in order to remove distributed power (“DP”’), TPI removed distributed power from
 those trains for the entirety of their movement, thus eliminating the need to stop and remove the
DP configuration.

ix. Crude Oil and Loaded Grain Trains

CSXT indicated that crude oil and loaded grain trains should be limited to 50 mph per
TPI’s operating plan. The reduction to the speed of loaded crude oil trains is a very recent
development, so it was not included in TPI’s Opening RTC simulation as it was not required
prior to the submission of TPI’s Opening evidence. TPI reviewed CSXT’s claim and found that
it inadvertently input the speed for loaded grain trains as 60 mph. TPI accepts these two (2)
corrections to the maximum train speeds in its Rebuttal RTC simulation.

x. Random Outages

TPI accepts and incorporates CSXT’s revised random outages except where CSXT has
included outages that took place outside of the TPIRR network. There were 42 outages included

by CSXT for which the location is flagged as “adjacent” to the SARR.*® This error is illustrated

356 See, TPI Rebuttal workpaper “11 — OnSARR & Applicable Delays — TPI Rebuttal xlsx”.
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clearly in Rebuttal Exhibit III-C-2. TPI corrected this error by excluding these 42 outages and
including the remainder in this Rebuttal RTC simulation.

xi. Other Input Errors

CSXT claims that TPI input a train with a negative number of cars in its consist.””’ While
it is true that TPI Opening train L321CLACLA showed -1 loaded cars at a location where it was
meant to have zero loaded cars, this was an “impossible” input that is not permissible in the latest
RTC version. This error has been corrected in TPI’s Rebuttal RTC simulation along with other
errors that TPI discovered in CSXT’s Reply RTC simulation.

Specifically, TPI identified a number of trains that were improperly routed, causing them
to travel hundreds of miles unnecessarily. Also, while rerouting local trains in order to force
them to dwell on the mainline, CSXT caused train L1190GLOGL to travel more than 860 miles
beyond its designated route. CSXT committed a similar error with train L142FAIFAI, causing it
to unnecessarily circumnavigate the city of Atlanta. This type of error wreaks havoc on the RTC
simulation. Trains that are incorrectly routed in this way cause congestion and delays along the
entire span of the misroute, driving up cycle times and operating expenses for any other trains it
encounters.

Moreover, TPI discovered hundreds of input errors in CSXT’s Reply model where CSXT
input new track. For example, CSXT modeled a new section of mainline track where it had
input the distance as 177.65 miles in length, which was only supposed to be 0.7 miles in length.
These track input errors and train input errors are all detailed in TPI’s Rebuttal electronic

workpapers.**® All of these errors have been corrected in TPI’s Rebuttal RTC simulation.

37 See, CSXT Reply, p. II-C-171.
8 See, TPI Rebuttal workpaper “Track and Train changes to CSXT Reply RTC.xlsx”.
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TPI’s Rebuttal RTC simulation properly includes and models all trains required to move

the TPIRR traffic group, including additional local trains that CSXT failed to model in its own

RTC simulation.

In summary, TPI’s Rebuttal RTC Simulation utilizes the following inputs:

1.

8.

Dwell times as modeled in CSXT’s Reply RTC simulation (with the exception of
interchange forwarded DP-removal dwell);

Routing adjustments used in CSXT’s Reply RTC simulation;

Network revisions as modeled in CSXT’s Reply RTC simulation;

Local train mainline dwell adjustments used in CSXT’s Reply RTC simulation;
Corrected speed limits for crude oil and loaded grain trains;

Random outages as modeled in CSXT’s Reply RTC simulation (minus the 42 outages
located outside the SARR)

All of the trains from TPI’s Opening RTC simulation plus;

a. 95 local trains added by CSXT;

b. 11 industrial yard trains added by CSXT;

c. 151 additional local trains identified by TPI; and

d. 63 fewer unit and line haul merchandise road trains removed for failure to meet
TPD’s stated requirement (which CSXT accepted) that road trains travel a
minimum of 10 miles on TPIRR track to be included. This group corresponds to,
but is in lieu of, the 66 road trains removed by CSXT in Reply for the same
reason.

Corrected hundreds of various input errors identified in CSXT’s Reply RTC
Simulation.

The net result of the above RTC input adjustments yields a simulation that conservatively

accepts most of CSXT’s Reply modeling assumptions, while correcting for various errors. TPI’s

Rebuttal RTC simulation also connects directly to its Rebuttal investment and operating plan

(unlike CSXT’s Reply RTC simulation) and represents the only accurate simulation of either

party’s operating plan for the TPIRR in this record. TPI’s Rebuttal RTC simulation should be

accepted by the Board as the best evidence of record.
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14. Transit Times

In Opening, TPI presented a transit time comparison to detail the differences between
CSXT actual transit times for the 2012 peak week movements and the 2019 peak week train
transit times from its opening RTC outputs. In Reply, CSXT claims that this analysis is
“meaningless™ for four (4) reasons. Below, TPI addresses each of CSXT’s claims regarding the
transit time comparison, and describes the adjustments TPI made to its transit time comparison
analysis in Rebuttal.

CSXT’s first critique of TPI’s transit time comparison is that “the TPIRR train transit
times proffered by TPI are the product of an operating plan and RTC simulation that are fatally
deficient.” As TPI has explained in great detail above, CSXT’s claims that TPI’s operating plan
is fatally deficient are erroneous and the transit times proffered by TPI in rebuttal are valid transit
times for the TPIRR peak week trains.

CSXT also reiterates its position that “TPI failed to account for more than half of the

local trains that the TPIRR would need to operate” and that this alleged failure demonstrates that
TPD’s transit time comparison is deficient. As discussed in detail in Part III.C.2 above, this
statement by CSXT is grossly misleading and predicated on misstatements of fact. TPI did, in
fact, account for all of the local trains needed to serve the TPIRR.

Furthermore, CSXT’s lament that “TPI did not include any local trains in its transit time
analysis,” is belied by its own failure to demonstrate that local train transit times met or exceed
real world local train transit times in CSXT’s Reply. In fact, CSXT did not provide any evidence

whatsoever, in Reply, that demonstrated the local train operations posited in its plan could “meet

3% See, CSXT Reply, p. III-C-198.
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the transportation needs of the traffic the SARR proposes to serve.””® The only “evidence” that
CSXT offers is rhetoric that its MultiRail analysis “constitutes the only record of evidence that
documents the complete movement of the TPIRR s selected traffic.”**' However, as discussed in
Part II1.C.1.a above, CSXT failed to model the trains from its MultiRail analysis in its RTC
simulation. In fact, CSXT modeled TPI’s trains in its RTC simulation. Therefore, CSXT did not
demonstrate that its operating plan is even feasible, and could not possibly have demonstrated
that its operating plan would provide equivalent transit times.** This disconnect is a critical flaw
and by itself provides sufficient grounds for the Board to discard CSXT’s entire operating plan
as unsubstantiated. CSXT’s simple statement that its operating plan and the trains serving the
TPIRR provide adequate service to its customers is empty grandstanding.

Despite its rhetoric, CSXT implicitly accepts the local train operations included in TPI’s
opening RTC model because CSXT applied the RTC average speeds for TPI’s local trains to the
MultiRail local trains CSXT used to calculate operating expenses in Reply. For reasons
discussed in Part III.C.1.a above, this created a disconnect that renders CSXT’s operating
expense calculation meritless.

CSXT’s second critique of the transit time comparison is that “the TPIRR transit times
generated by TPI’s RTC model include only the nonsensically short 30 minutes of dwell time
that TPI input to the Model to account for trains stopping to pick up and set off cars at

intermediate yards.”*® As stated in Part III.C.5.b.iii above, TPI accepted CSXT’s Reply dwell

389 See WFA/Basin I at 15 “the operating plan must be able to meet the transportation needs of the traffic the SARR
proposes to serve.”

1 See, CSXT Reply, p. III-C-197, fn. 291.

362 Indeed, CSXT could not do so because, as TPI demonstrates in Part I11.C.2.a.i, CSXT’s insistence upon
interchanging cross-over local trains mid-route is a far less efficient operation than TPI posited on Opening. TPI
has accepted this less efficient operation on Rebuttal only to remove this as a point of dispute.

3683 See, CSXT Reply, p. III-C-198.
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times and has accounted for them in its Rebuttal RTC simulation and resulting train speed and
transit time calculations. Therefore CSXT’s second point is moot.

CSXT’s third critique of the transit time comparison is that “TPI simply removed those
[internal cross-over] trains [that were modeled as two separate trains in RTC] from its analysis
on the grounds that they were “outliers.”* CSXT mischaracterized TPI’s reason for excluding
these trains from TPI’s transit time analysis. The trains were excluded because it was often not
possible to link the RTC train On-SARR and/or Off-SARR location and time with corresponding
CSXT traffic data event records containing time stamp data. Therefore, TPI excluded all internal
cross-over trains in order to avoid selection bias in the analysis results.

CSXT’s fourth critique of the transit time comparison is that, “in many instances, TPI
compared complete CSXT train movements with small segments of those same movements on
the TPIRR.?® CSXT identified three (3) specific examples in support of its statement, which
represents only 0.12 percent of the 2,403 trains included in TPI’s Opening transit time
comparison for which CSXT alleges TPI compared non-corresponding segments. Nowhere in its
workpapers or the remaining Reply narrative did CSXT provide any additional examples of these
“non-comparable” trains.

In TPT’s Opening transit time comparison, TPI attempted to remove any trains where it
was not comparing apples-to-apples in the analysis to avoid skewed results. Specifically, TPI
removed: (1) trains that traversed different segments on the TPIRR when compared to CSXT

actual traffic data (“non-matching segments”); and (2) trains that had an abnormally high

364 Id. p. TI-C-199.
3 Ibid.
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difference (greater than 36 hours) in transit time when compared to CSXT actual traffic data
(“36-hour difference”).’%

Trains that were excluded under the heading “non-matching segments” were excluded
when the RTC On-SARR or Off-SARR location did not match with the event location in
CSXT’s train data. In Opening, TPI excluded 29 merchandise trains under this flag so as not to
compare apples to oranges. Two (2) of CSXT’s three (3) examples pointed out in its Reply
evidence (trains M3192COORBIR and U922CORLAT) should have been flagged under the
“non-matching segments” flag, but were missed by TPI in Opening. These have been corrected
in TPI’s Rebuttal transit time comparison.*”

Trains that were excluded under the heading “36-hour difference” were excluded when
the CSXT transit time was greater than the RTC transit time by 36 hours or more, as it was
assumed this was the result of data anomalies in the CSXT event data. In Opening, TPI excluded
31 unit trains and 11 merchandise trains from its transit time comparison so as to not overstate
the difference. CSXT’s third example pointed out in Reply (train M33390CLIHAM) was
actually excluded by TPI under the “36-hour difference” flag. Therefore TPI did not rely upon
this train in its transit time comparison and CSXT’s critique of TPI’s transit time comparison
analysis has no merit.

In TPI’s Rebuttal transit time analysis, an additional 141 merchandise trains and 27 unit
trains were excluded from the analysis due to “non-matching segments” or greater than “36-hour

8

difference” in transit times.**® Similar to TPI’s Opening evidence, when accounting for these

exclusions from the transit time comparison overall, the TPIRR 2019 peak-week Rebuttal train

3% TPI opening workpaper “TPIRR Peak Week Transit Time Comparions.xls” shows “Non-matching segments”
and “36-hour difference” in columns (6) and (7).

7 See, TPI Rebuttal workpaper “TPIRR Peak Week Transit Time Comparions Rebuttal.x1s”.

368 See, TPI Rebuttal workpaper “TPIRR Peak Week Transit Time Comparions_Rebuttal x1s”.
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transit times are equivalent to or faster than the real world CSXT transit times for the comparable

trains moved during the 2012 peak week.*® Furthermore, CSXT claims that “TPI systematically

distorts the analysis in TPIRR’s favor.”””® As TPI’s Rebuttal transit time comparison analysis

shows, this claim is false and there is an even distribution in transit time differences both greater

than and less than CSXT actual transit times.*”!

Ultimately, despite the effort that CSXT makes to discredit TPI’s transit time analysis,

CSXT itself questions the relevance of transit time as a measure of service for carload traffic:

As an initial matter, service quality for general freight traffic is not (as
TPI appears to assume) simply a function of “cycle times” or “train
transit times.” Indeed, “cycle time” is not a meaningful concept in
evaluating “carload” rail service.*”

* %k %

Moreover, even if train transit time were an accurate measure of service
quality for carload traffic—and it is not—the transit time comparison
proffered by TPI is entitled to no evidentiary weight...*”

If CSXT is correct, the Board should not be examining transit times at all and all of CSXT’s

criticisms are moot.

369 Id

370 See, CSXT Reply I1I-C-199. ,
37 See TPI Rebuttal workpaper “TPIRR Peak Week Transit Time Comparions Rebuttal x1s”, tab “Summary Page

22

372 See, CSXT Reply, p. III-C-197.
B Id., p. -C-198.
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III. STAND-ALONE COST

D. OPERATING EXPENSES

CSXT begins its discussion of the TPIRR’s annual operating expenses by repeating
several of its attacks on TPI’s operating plan. In Part III-C of this Rebuttal, TPI responded to
CSXT’s unwarranted criticisms of its operating plan and made corrections, where necessary, to
address a few valid criticisms. In Part III-C, TPI also demonstrated that CSXT’s operating plan
for the TPIRR, which is based on MultiRail and made-for-litigation assumptions, bears no
relationship to reality. CSXT’s operating plan assumes that the cars on the TPIRR’s
merchandise trains are completely divorced from the CSXT trains that actually carried the
TPIRR’s traffic over the replicated lines during the base year, and move in hypothetical blocks in
new, hypothetical trains, which are demonstrated to be less efficient and more costly than
CSXT’s actual operations.

A comparison of the parties’ calculations of the TPIRR’s annual operating expenses for

its first year of operations is shown in Rebuttal Table III-D-1 below.

II-D-1
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Rebuttal Table III-D-1

TPI Opening, CSXT Reply and i

TPI Rebuttal TPIRR 2010 Operating Expenses

($ Millions) i

TPI CSXT TPI K

Item Opening Reply Rebuttal 1

¢ 2 (©)) 4) i

1. Locomotive Lease 82.8 113.0 100.8 ‘

2. Locomotive Maintenance 113.2 181.9 140.5 1

3. Locomotive Operations 860.6 800.8 878.7 ‘
4. Railcar Lease 217.4 364.1 229.1

5. Materials & Supply Operating 4.8 6.7 5k 1 _

6. Train and Engine Personnel 394.9 457.2 401.8 i

7. Operating Managers 96.0 145.0 97.7 i

8. General & Administrative 91.6 166.6 99.6 i

9. Loss & Damage 8.8 8.2 8.6

10. Ad Valorem Tax 41.3 62.4 416 |

11. Maintenance-of-Way 209.8 404.3 213.0 i

12. Trackage Rights 23.6 28.2 27.7 '1"

13. Intermodal Lift and Ramp 67.2 104.1 65.2 i

14. Insurance 31.5 40.8 329 |

15. Startup and Training 78.0 105.3 81.9 “
16. Motor Vehicles 22.8 22.6 22.3
17. BULK Transfer --- 18.8 18.8
18. Total 2,344.4 3,030.1 2,465.1

Source: “TPIRR Operating Expense Open.xlsx,” TPIRR Operating Expense Reply.xlsx” and I

TPIRR Operating Expense Rebuttal. xIsx.” i

Of the $565.0 million total remaining differences in the parties’ calculations of annual
operating expense, the bulk ($393.3 million) is accounted for by three (3) categories, including:
maintenance of way, general & administrative and railcar lease expenses. Most of the difference
in these items results from CSXT’s more complex operating plan for the TPIRR, which involves
more locomotives, more crews, and excessive G&A personnel than TPI provided in its operating
plan. As discussed in Part III-C-1 above, CSXT’s operating plan must be rejected by the Board
because it does not meet customer service requirements and because it does not provide an

appropriate basis for determining the TPIRR’s annual operating expenses.
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TPI responds below to CSXT’s Reply evidence for each category of expense shown in
Rebuttal Table III-D-1.

1. Locomotives

In Opening, TPI provided the TPIRR with three (3) types of locomotives, including;
ES44AC locomotives used in road and helper service, SD40 locomotives used in local train and
yard hump service, and SW1500 switch locomotives used in yard switching service. In Opening
TPI provided a total of 1,057 locomotives.

In Reply, CSXT accepted the use of ES44 locomotives in road and helper service and the
use of SD40 locomotives in local train and yard hump service. CSXT rejected the use of
SW1500 switch locomotives in yard switching service and instead used SD40 locomotives for
this purpose. As stated in Part III-C.5.e.iii., TPI accepts the use of SD40 locomotives in yard
service in Rebuttal. CSXT provided the TPIRR with 1,397 locomotives in Reply, or 340 more
locomotives than provided by TPI in Opening.

CSXT overstates the number of locomotives required by the TPIRR, the cost of acquiring
of ES44 locomotives and the cost to maintain the TPIRR’s locomotives. Each of these items is
addressed below.

a. TPIRR Locomotive Requirements

In Opening, TPI supplied the TPIRR with 709 ES44 road units, 145 SD40 local and
switch units and 203 SW1500 switch locomotives. In Reply, CSXT supplied the TPIRR with
1,397 ES44 units, 270 SD40s in local train service and 245 SD40 units in switch service.

CSXT argues that TPI has understated the number of units required by the TPIRR
because:

1. TPI failed to include all local trains required to the serve the TPIRR traffic group;

II1-D-3
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2. TPI’s RTC simulation is faulty as it does not properly account for train dwell
times;

3. TPI’s assumption of three (3) hours dwell in yards for servicing locomotives and
assignment to a subsequent train is unrealistic;

4. TPI has failed to properly account for imbalances in train flows and the need to
reposition locomotives;

5. TPI did not include sufficient locomotive power on high priority intermodal
trains; and

6. TPI improperly calculated the spare margin requirements for locomotives.

Each of these items is discussed below.

i. Missing Trains

As fully addressed in Part III-C.2, CSXT argues that TPI failed to include 44,694 local
trains required to serve the TPIRR traffic group.' In Rebuttal Part III-C, TPI demonstrates that
the majority of the alleged missing trains are imagined by CSXT either though its faulty
MultiRail analysis or by assuming that CSXT’s trains shown it its train profiles for planning
purposes are trains that actually run on the CSXT system. In Opening, TPI carefully chose only
those trains CSXT actually operated in serving the TPIRR traffic and omitted trains that CSXT
actually operated but were not needed to serve the traffic group. In Rebuttal, out of an
abundance of caution, TPI added 11,373 local trains to the TPIRR Base Year train list, which
given the benefit of doubt, might be required to serve the traffic. The locomotives required to
serve the local trains that TPI has added to the TPIRR system are included in this Rebuttal
evidence.

ii. RTC Simulation

CSXT argues that TPI’s RTC simulation suffers from numerous errors and cannot be

relied upon. These alleged errors are the result of unrealistic train dwell times in yards and the

' See, CSXT Reply, p. III-D-7.
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trains which CSXT argues have been omitted from TPI’s analysis. As noted above and fully
discussed in Part III-C of this Rebuttal evidence, TPI includes an additional 11,373 local trains in
its Base Year train list in Rebuttal. TPI also accepts CSXT’s origin, depérture and intermediate
train dwell times in yards in Rebuttal. All of the revisions made to TPI’s RTC model in response
to CSXT’s Reply evidence are addressed in Rebuttal Part III-C, supra. In Rebuttal, the road
locomotive requirements for the TPIRR are based on statistics produced by TPI’s revised RTC
model.

iii. Locomotive Dwell in Yards

In Opening, TPI allowed three (3) hours from the time locomotives are removed from an
inbound train in a yard for them to be fueled and serviced and then added to the subsequent train
for departure from the yard. In Reply, CSXT argued that this dwell time is insufficient and
increased the locomotive dwell to nine (9) hours per locomotive between each train assignment.
CSXT offers an analysis of the time between inbound and outbound train flows in hump yards
from data in the RTC model submitted in TPI’s Opening evidence as support for the nine (9)
hours.> However, CSXT’s analysis has a fatal flaw as it double counts the time required to
reposition TPIRR locomotives. In addition, data provided by CSXT in discovery, shows that the
nine (9) hour dwell time significantly exceeds the locomotive dwell time actually experienced by
CSXT from 2007 through 2013.

CSXT’s locomotive dwell time includes time for servicing locomotives and time waiting

for assignment for a train: however, it also includes the time required to reposition locomotives

This locomotive dwell time is not to be confused with the five hour origin or departure train dwell CSXT
incorporates in its Reply evidence and TPI accepts in Rebuttal. The train dwell times are related to the amount
of time required to disassemble an arriving train or assemble a departing train. Those activities are performed by
yard locomotives, especially in hump yards and large flat yards. The locomotive dwell, at issue here, relates to
the period road locomotives spend between train assignments. During this period, locomotives are removed from
an arriving train, fueled, serviced, and placed on a departing train.
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between yards. In doing so, it double counts the time require to reposition locomotives on the
TPIRR system. CSXT’s locomotive yard dwell analysis assumes 360 minutes, or six (6) hours,
to reposition locomotives from one yard to another yard every time there is a locomotive power
deficit for a specific train. However, as discussed in the next section, CSXT includes a separate
expense for exactly this same operation, i.e., locomotive repositioning or locomotive
rebalancing. By including the time required for locomotives to be repositioned between yards in
its locomotive dwell time analysis CSXT has duplicated the time included for locomotive
rebalancing thereby overstating the TPIRR’s operating cost.

In addition to this double count of locomotive repositioning time, the unrealistic and
unsupported nature of CSXT’s nine (9) hour locomotive dwell is revealed by the data CSXT
provided in discovery. CSXT produced a spreadsheet titled “Loco stats-Update.xlsx,” which
both TPI and CSXT use to calculate locomotive spare margins. This data also includes actual
CSXT information related to locomotive dwell time in yards.  Specifically, this database
accumulates locomotive dwell time by type of locomotive in the following categories: {{-
SRR e N ool O RN oL 7 S Tl T |
[ TR o VR S L S A ST E T i |
_}}. The aggregate of these categories equals the actual CSXT locomotive dwell
time. The discovery spreadsheet includes this locomotive data on a weekly basis for years or
partial years, 2007 through 2013, by locomotive type.

Using this data, TPI estimated the average dwell time per locomotive for each year, 2007

through 2013, on an annualized basis for the aggregate of all CSXT locomotives with 3,500
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horsepower or greater.” TPI applied the resulting average dwell per locomotive to the number of
locomotives in manifest service in CSXT’s Reply evidence to determine total locomotive dwell
time in yards. TPI then compared this amount {{—}} to the total locomotive
yard dwell time CSXT included in its Reply evidence (2,250,384 hours), which is based on
CSXT’s self-serving made-for-litigation analysis rather than from CSXT’s actual experience
available from materials provided in discovery.* CSXT’s made-for-litigation locomotive yard
dwell is {{JJl]}} times greater than CSXT’s actual locomotive dwell time. CSXT’s Reply
locomotive yard dwell time clearly is unrealistic, the assumptions underlying its analysis are
unsupported, and it double counts the cost of repositioning locomotives on the TPIRR.

iv. Repositioning Locomotives

In Reply, CSXT states that “TPI’s locomotive fleet evidence did not address the
imbalance in train (and locomotive) flows that would inevitably occur across the TPIRR’s 7,300-
mile network.” CSXT’s statement completely ignores the fact that, in Opening, TPI performed
an analysis of the need to reposition locomotives in nine (9) specific regional areas of the
TPIRR® and concluded that a net total of 204,483 locomotive unit miles’ were required to
reposition units on the TPIRR system. Based on the average transit time of 21.9 miles per hour,
this equals 9,346 locomotive unit hours and is the equivalent of one ES44 unit.

In Reply, CSXT performed an analysis of TPI’s RTC simulation of locomotive flows by

direction for merchandise, intermodal, and multilevel trains and estimated that those imbalances

As the locomotive dwell time is added only to road trains, locomotives with less than 3,500 horsepower were
excluded from the study in order to remove all switch locomotives and units that are used in local service. This
analysis is shown in TPI Rebuttal workpaper “Loco stats Update Spare Margin Rebuttal x1sx”.

CSXT’s reply locomotive yard dwell hours were derived from CSXT’s Reply workpaper “TPIRR Reply Train
List.xlsx”. The calculation of CSXT’s locomotive yard dwell hours is shown in TPI’s Rebuttal workpaper
“TPIRR Reply Train List with dwell calc.xlsx”.

5 See, CSXT Reply, p. III-D-11.

See, TPI Opening workpaper “Crew Rebalancing Diagram1.pdf”’ and “Crew Rebalancing.xlsx”.

See, TPI Opening workpaper “Train Imbalance LUM.xIsx”.
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would require a 3.1 percent increase in TPIRR locomotive run-times for those train types to
account for the need to reposition units. After reviewing CSXT’s analysis, TPI accepts CSXT’s
3.1 percent factor for locomotive repositioning.

v. Intermodal Trains

In Opening, TPI included certain “expedited” intermodal trains in the TPIRR traffic.
TPI’s operating plan assumes these trains are powered by two (2) locomotives and its RTC
simulation demonstrates that this power configuration is adequate to move the trains in a timely
manner over the TPIRR. In Reply, CSXT argues that it powers these time-sensitive trains using
(I } [ocomotive units to ensure that they meet applicable service requirements
and transit time and to ensure that the train can meet commitment schedules in the event of a
locomotive failure.® In Rebuttal, TPI accepts the use of a third locomotive on expedited
intermodal trains.

vi. Local Trains

In Opening, TPI provided 145 SD40 locomotives (including both the peaking factor and
spare margin) to power the TPIRR’s local trains. TPI also assigned 42,208 local trains in the
Base Year to 60 various yards on the TPIRR, and assumed all local trains operate seven (7) days
per week. In Reply, CSXT objects to TPI’s calculations and estimates that 243 SD40
locomotives are required to power the TPIRR’s local trains. The primary differences between
the parties’ calculations are attributable to two (2) factors. First, CSXT states that it operates
only {{.}} percent of its local trains in seven (7) day per week service and instead nearly all

local trains operate {{|JJ ] l}} days per week. Second, CSXT states that TPI improperly

¥ See, CSXT Reply, p. III-D-14.
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excluded tens of thousands of local trains from the TPIRR that CSXT claims are required to
service TPIRR customers.

In Rebuttal, TPI reviewed CSXT’s supporting workpapers and finds that CSXT does
operate only a small percentage of trains in seven (7) day per week service, which results in more
trains operating on weekdays than TPI assumed in Opening. This requires more CSXT to own
more locomotives than it would need if it provided seven day a week service because it requires
more local trains to be operated on a given day. In Rebuttal, TPI rejects this adjustment to local
train service and number of locomotive units required to operate local trains. The TPIRR as a
least cost most efficient railroad chooses to provide seven-day per week local train service,
thereby resulting in higher utilization of its locomotive fleet.

As fully addressed in Part III-C.2, CSXT substantially overstates the number of missing
local trains that TPI allegedly omits from the TPIRR system. In fact, even CSXT does not
include in its Reply evidence all of the trains it argues that TPI omitted. As also discussed in
Part I1I-C.2, TPI does add 11,373 local trains to the TPI system in Rebuttal. As TPI adds 11,373

local trains, it includes 191 SD40 locomotives to provide power to TPIRR’s local trains.

vii. Yard Switching Assignments
As fully addressed in Rebuttal Part III-C-5.e.iii, CSXT overstates the number of yard

locomotives required by the TPIRR in hump yards. This is a result of CSXT’s failure to adjust
the number of yard job assignments and resulting locomotive requirements to reflect the fact
that, by CSXT’s own calculations, the TPIRR classifies significantly fewer cars than does CSXT.
CSXT’s overstatement is also due to its double counting the number of locomotives required to
push cars being classified over the hump in TPIRR’s 11 hump yards. TPI includes two (2) SD40

locomotives for hump crews in its calculations, and CSXT’s calculation effectively increases this
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to three (3) units at each hump yard. Three (3) SD40’s generating a total of 9,000 horsepower
are not required to push cuts of cars over the hump at TPIRR yards.

viii. Locomotive Spare Margin

In Opening, TPI developed locomotive spare margin rates of {{JJf}} percent and
{{.}} percent for ES44 locomotives and SD40 locomotives, respectively, from information
provided by CSXT in discovery. In Reply, CSXT argues that TPI understates the locomotive
spare margin for both ES44 and SD40 locomotives by including locomotive time identified only
as “unknown CSX on-line days” as active locomotive time. CSXT makes the unsupported
assumption that locomotives are not available for service during this time and, therefore, this
time should be excluded from the spare margin calculations. By excluding this “unknown on-
line” time from the spare margin calculation, CSXT increases the spare margin percent to
{{.}} percent and { {.}} percent for ES44 and SD40 locomotives, respectively.’

CSXT’s argument ignores the “on-line” description in the title of this time category and
assumes that, because it does not know where locomotives are during this time category, it
should be excluded from the calculation of the spare margin percent. CSXT obviously tracks the
time locomotives are unavailable for service and logs this time in one of five (5) categories of
time where locomotives are not available for service. If “unknown on-line days” were part of
unavailable time, it would be logged as such. Therefore, TPI assumes locomotive time in this
category should be considered an active on-line time even if CSXT is not able to specifically
account for the locomotive’s on-line activity at this time. Contrary to CSXT’s unsupported

assumption, TPI believes it is appropriate to exclude this time from the spare margin calculation.

®  See, CSXT Reply III-C-141.
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Rebuttal Table III-D-2 below summarizes the Base Year locomotive requirements for the

TPIRR.

Rebuttal Table III-D-2 i
Comparison Of TPIRR to CSXT Proposed Locomotives

TPI CSXT TPI !

Loco Type Opening Reply Rebuttal )
(1) 2 3) C) ;

1. ES44AC 709 882 852 |
2. SD40-2 167 515 433 |
3. SW 1500 181 1 J— 0 |
4. Total 1,057 1,397 1,285 |

Sources: “TPIRR Operating Statistics Opening.xlsx”, “TPIRR |

Operating Statistics Reply.xlsx” and “TPIRR Operating I

Statistics Rebuttal.xIsx”.
el Vare s L, =

b. Locomotive Lease Cost

i. ES44AC Locomotives

CSXT did not provide any lease information to TPI in discovery related to its current
acquisition of high powered road locomotives. As a result, TPI developed 2010 locomotive lease
costs for ES44AC locomotives from information contained in the STB’s decision in AEPCO"
and the public version of the defendants’ reply statement in that proceeding. The annual lease
expense developed from this data equals $97,881 per unit.'' This amount is also supported by
the public version of UP’s Reply evidence in /P4 which shows that UP’s 2011 annual cost to
lease ES44AC locomotives equals $95,851."

In Reply, CSXT argues this lease rate should be rejected for two (2) reasons. First,

CSXT claims it should not be bound by the litigation decisions made by other parties in previous

' See, AEPCO at 40-41.

' The STB’s decision in AEPCO provides total investment in locomotives at page 40, and the number of units by
type of unit at page 41. Defendants’ Reply statement (public version) in AEPCO provides the lease price for
switch locomotives at page II1.D-3, thereby providing the information necessary to determine UP’s average
annual lease price for ES44-AC locomotive in 2009. See TPI Opening workpaper “III-D-1 Loco Cost.pdf.”

12 See, TPI Opening workpaper “III-D-1 Loco Cost.pdf.”
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cases, because neither CSXT nor TPI has had access to the lease to evaluate its terms and
applicability in this proceeding.

Second, after claiming the lease information from AEPCO should not be relied upon,
CSXT nevertheless accepts this information and increases it by a factor of seven (7) percent
based on the difference in price between UP’s and CSXT’s purchase price for the acquisition of
these locomotives in 2011."> CSXT claims the higher price it paid for these units is related to
equipment and components required for efficient operation in the difficult mountainous terrain in
the eastern United States as well as the need to maintain tight operating schedules moving a
variety of different types of freight at different speeds thought densely populated areas.

CSXT’s upward adjustment to the ES44AC purchase price used by TPI in Opening
should be rejected. CSXT compared the acquisition price for similar units for only 2011 based
on information provided in each carrier’s R-1 Annual Report for that year.'* In contrast,
comparing similar information for the 2011 through 2013 period shows that UP actually paid a
higher purchase price for comparable locomotives during this period. From 2011 through 2013,
UP paid an average of $2.46 million per unit for these locomotives compared with CSXT’s
purchase price of $2.40 million per unit. Thus, CSXT’s cherry-picked locomotive pricing from
2011, in order to justify its upward adjustment of TPI’s Opening evidence, is not accurate when
considering the 2011 through 2013 three (3) year average period. TPI believes the actual lease
prices paid by UP for ES44 locomotives in 2010 represents the best information in the record for

ES44AC lease rates available in the market place in 2010.

13 See, CSXT Reply, p. III-D-20-23.

4 CSXT states that UP purchased 60 C45AC units at an average cost of $2.23 million per unit compared to
CSXT’s purchased of 50 ES44 AC units for an average price of $2.39 million per unit in the same time period.
See, CSXT Reply, p. III-D-20 to -21.
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ii. SD40 Locomotives

In Opening, TPI relied on information provided by CSXT in discovery to determine the
lease cost per unit of { {{ i} } for SD40 locomotives. This amount was accepted by CSXT in
Reply and is used by TPI in Rebuttal.

iii. SW1500 Locomotives

In Opening, TPI provided SW1500 locomotives for most switching services. CSXT
rejected the use of SW1500 locomotives and instead proposes SD40 locomotives for all
switching service on the TPIRR. As stated previously, TPI accepts the use of SD40 locomotives
for all switching services in Rebuttal.

¢. Locomotive Maintenance Cost

In Opening, TPI relied on a { (|G
B oovided by CSXT in discovery to determine the locomotive
maintenance cost for the TPIRR. Based on this agreement, TPI includes a daily rate of {{|Jjji}j
B | for ES44 and SD40 locomotives, respectively. The { [ GTcIENGNGNGNGNGNNNE
I | CSXT accepts these daily rates in Reply, but adjusts them for

five (5) factors which CSXT argues are actual additional costs it incurs for maintaining these

locomotives. Each of the maintenance costs added by CSXT is discussed below.

The first additive is {{-}} per day for maintenance for ES44 locomotives equipped
with DP power. TPI accepts this additional charge.

The second additive is a {{-}} per day management fee applied to both ES44 and

SDA40 locomotives. According to CSXT’s workpapers, this fee is related to adding and removing

13 See, TPI Rebuttal workpaper “Locomotive Maintenance Agreement.pdf”.
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locomotives from the {{-}} and recalculating the associated daily rates and fees as changes
to the fleet occur. TPI does not include this management fee as it has only two locomotive types
in its fleet rather than the {{.}} different types included in CSXT’s {{-}}. Further,
TPIRR’s locomotive fleet is stable and the types of locomotives included in the fleet do not
change, nor are units added to the agreement on a frequent basis, and no units are removed from
the agreement.

Third, CSXT includes an accident repair additive of {{-}} per day for ES44
locomotives for repairs resulting from accidents that are performed by the contractor and are
billed back to CSXT. TPI accepts this additive in Rebuttal.

Fourth, CSXT includes an additive for Event Recorder Automated Download (“ERAD”)
for the communications management unit on the ES44 locomotives of {{-}} per day, which
TPI accepts in Rebuttal.

Finally, CSXT includes an additive of {{-}} per day for upgrading the ES44
locomotives acquired by the TPIRR in 2010 from Tier 2 to Tier 3 EPA emissions compliance.
New locomotives acquired in 2010 are required to meet Tier 2 emission standards when
delivered. TPI rejects CSXT’s additive for upgrading from Tier 2 to Tier 3 compliance for two
reasons. First, CSXT’s workpapers reveal that CSXT based its emissions additive on the cost
CSXT incurred for upgrading locomotives from Tier 0 to Tier 2 compliance, not its cost of
upgrading from Tier 2 to Tier 3 compliance. CSXT has provided no evidence showing that the
upgrade cost from Tier O to Tier 2 is in any way similar to the cost of upgrading from Tier 2 to
Tier 3. In fact, when the emission requirements for the these Tiers are compared, it is
immediately evident that the difference in the standard from Tier O to Tier 2 is substantial and

that there is no difference in the emissions requirements from Tier 2 to Tier 3. Rebuttal Table
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I1I-D-3 below, provides the Tier 0, Tier 2, and Tier 3 emission standards. CSXT’s actual cost of
upgrading from Tier 0 to Tier 2 standards is not a substitute for the actual cost of upgrading from
Tier 2 to Tier 3 standards. Thus, CSXT’s cost to upgrade from Tier 2 to Tier 3 emissions

standard is not supported.

Rebuttal Table III-D-3
Federal Line-Haul Locomotive Emission Standards

Year of Original Tier of Standards (g/bhp-hr)
Manufacture Standards NOx PM HC CO
(1) (2) 3 4) (5) (6)
1. 1973-1992 Tier 0 8.0 0.22 1.00 5.0
2. 1993-2004 Tier 1 7.4 0.22 0.55 2.9,
3. 2005-2011 Tier 2 i) 0.10 0.30 1.5
4. 2012-2014 Tier 3 5.5 0.10 0.30 1.5
5. 2015 or later Tier 4 1.3 0.03 0.14 1.5

Source: 40 C.F.R §1033.101
N S T e e Sy T e, s

g T e T i > e

In Reply, CSXT used locomotive maintenance costs per day of { |GG for
ES44 and SD40 locomotives, respectively. In Rebuttal, TPI uses locomotive maintenance cost
per day of { |}, } for ES44 and SD40 locomotives, respectively.

d. Locomotive Servicing (Fuel, Sanding
and Lubrication)

Locomotive servicing comprises three (3) issues: (1) the cost of fuel; (2) fuel
consumption rates; and (3) the cost of servicing locomotives. Each of these issues are discussed
below.

i. Fuel Cost

In Opening, TPI determined that locomotive fuel costs per gallon equal $2.17 based on
the amount CSXT paid for fuel in the third quarter 2010 (“3Q10”), which is the quarter when the
TPIRR commenced operations. CSXT accepted this fuel cost for 3Q10, while commenting that

this fuel price was exceptionally low and has increased substantially since that time. CSXT then
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explains that, rather than indexing this fuel price within the discounted cash flow model (“DCF”)
in the manner accepted in previous proceedings, CSXT modified this approach to use CSXT’s
actual fuel price in each quarter through 4Q13 and then adjusted the fuel cost values using the
Board’s hybrid RCAF index for the remaining life of the DCF model. As fully explained in
Rebuttal Part III-G, TPI rejects CSXT’s approach.

ii. Fuel Consumption

In Opening, TPI based fuel consumption for ES44 locomotives on information provided
in discovery and for SD40 locomotives on system average fuel consumption developed from
CSXT’s 2010 R-1 Annual report. In Reply, CSXT accepted TPI’s fuel consumption rates and
TPI continues to use these fuel consumption rates in Rebuttal.

iii. Locomotive Servicing

In Reply, CSXT accepted TPI’s locomotive servicing costs, which TPI developed from
information reported in CSXT’s 2010 Annual Report Form R-1, with one exception. CSXT
notes that TPI’s development of locomotive servicing costs omitted the fringe-benefit costs
associated with the salary component of these costs. In Rebuttal, TPI has revised its locomotive
servicing cost to include fringe benefits.

CSXT also states that TPI failed to include in its capital costs all of the necessary
facilities for fueling and servicing locomotives in the TPIRR yards. As fully addressed in Part
I1I-B and Part III-C.10.b, TPI has included all the necessary locomotive fueling facilities for the
TPIRR system.

2. Railcars

In Opening, the TPIRR’s acquisition costs are based on a combination of car rental data
from CSXT’s Annual Report Form R-1, publicly available lease cost information, and

information provided by CSXT in discovery. CSXT generally accepts TPI’s approach to
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determining freight rail car costs; but makes several adjustments to these costs to correct certain
alleged errors. Each of these items are discussed below.

a. Lease Rates

In Opening, TPI assumed all TPIRR-provided cars would be acquired using full service
leases and based its lease rates for TPIRR general freight rail cars on the use of five (5) car types:
(1) box cars; (2) covered hoppers; (3) gondolas; (4) open-top hoppers; and (5) flat cars. In
Reply, CSXT generally accepts TPI’s approach to determining rail car costs; but argues that TPI
understated the lease rates on box cars, covered hoppers, and coal-service open-top hoppers.

In each instance where CSXT rejected TPI’s full service lease rate, CSXT uses a rail car
lease rate from 2008 rather than 2010, even though 2010 is the start date for the TPIRR and
CSXT had lower 2010 lease rates available. CSXT claims that TPI selected 2008 as the
representative time period and merely accepts this time period for car lease rates, stating that TPI
selected 2008 as it properly reflects the lease rates the TPIRR would pay. This is not correct.
Although TPI did use a 2008 full service lease rate for box cars from Railway Age 2008 Guide to
Equipment Leasing, it did so only because neither the CSXT discovery materials nor the 2010
Railway Age Equipment Leasing Guide had any information available for 2010 box car lease
rates. CSXT’s use of the 2008 lease rates to represent the 2010 marketplace is not appropriate
when 2010 lease rates are available, because they do not represent the lease rates available to the
TPIRR in the 2010 marketplace.

i. Box Cars

TPI included a full service lease rate for box cars of $250 per month based on
information published in Railway Age for 2008 for 50-foot, 100-ton capacity cars. CSXT
rejected this lease rate and instead used a 2008 net lease rate for box cars found in a January

2014 report prepared by RailSolutions, Inc. titled “Railroad Equipment Historical Database.”
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CSXT then increased the net lease rate for box cars reported in the RailSolutions’ database to
reflect a full service lease. The adjusted full service lease rate used by CSXT equals $575 per
car, per month. As stated above, CSXT used the 2008 lease rate from RailSolutions, even
though that publication contains a 2010 lease rate for box cars, which when adjusted to reflect a
full service lease rate is only $462 per month, or $113 per month less than the 2008 rate used by
CSXT.

CSXT claims that TPI’s box car rate is understated as it relates only to 50-foot, 100-ton
capacity box cars, when CSXT moves 29 percent of its carloads in 60 foot box cars. CSXT
points out that the Railway Age publication also includes a 60-foot box car rate that TPI could
have used which equals $550 per month.'® Instead of using an average of the 50-foot and 60-
foot box car lease rates in the record, CSXT uses the RailSolutions box car lease rate even
though RailSolutions does not provide any description related to the length of the car, which
CSXT deems the appropriate measure of which box car lease rates should be used.

In Rebuttal, TPI uses an average full service lease rate for 50-foot box cars and 60-foot
box cars from Railway Age, weighted by the number of shipments by size of car, which equals
$337 per month. As stated in the previous paragraph, CSXT introduced the 60-foot full service
lease rate from Railway Age in its Reply evidence.'” This average full service lease rate covers
100 percent of the TPIRR box car shipments shown in CSXT’s Reply Table I1I-D-4.

ii. Covered Hoppers

TPI included a full service lease rate for covered hopper cars of $299 per car found in the
2010 Railway Age Guide to Equipment Leasing. CSXT rejects the use of Railway Age’s 2010

lease rate for covered hoppers and instead substitutes a 2008 net lease rate from RailSolutions

16 See CSXT Reply, p. I1I-D-34.
7 Id
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Railroad Equipment Historical Database, adjusted to represent a full service lease. CSXT’s
lease rate equals $573 per car. CSXT rejected TPI’s 2010 Railway Age lease rate based on the
questionable claim that Railway Age did not provide a sufficient description of the type of
covered hopper to which the lease rate applied. Contrary to CSXT’s statement, Railway Age
does identify the size of the covered hopper by both size in cubic feet capacity and commodity
usage in its 2010 publication.

Further review of CSXT’s covered hopper lease rates reveals that it includes lease rates
for “pressure differential covered hoppers” a covered hopper car type not used to transport any
traffic on the TPIRR. As this covered hopper car type is the most expensive of all covered
hoppers in CSXT’s calculation, its inclusion inappropriately increases the overall covered hopper
lease rate CSXT charges to the TPIRR.'® In<ns1:XMLFault xmlns:ns1="http://cxf.apache.org/bindings/xformat"><ns1:faultstring xmlns:ns1="http://cxf.apache.org/bindings/xformat">java.lang.OutOfMemoryError: Java heap space</ns1:faultstring></ns1:XMLFault>