CSX Moves to Cut Delays
On Tangled Rail Network

By DANIEL MACHALABA
Staff Reporter of THE WALL STREET JOURNAL January 4, 2005; Page A2

For much of last year, CSX Corp. was a chief contributor to the freight
backups and delays that have bedeviled railroad customers across the
country.

But lately CSX seems to have discovered the means to untie its tangled
freight network. The changes, part of a makeover of its 23,000-mile
railroad, are helping CSX show improvements. Still, the full benefits
to its operations may take months to unfold.

CSX"s results so far could be welcome news to customers frustrated by
railroads. Some railroads were surprised by the surge of traffic as the
economy recovered and were caught short of locomotives, equipment and
staffing to handle the extra freight. Some manufacturers curtailed
production or switched to more expensive truck transportation.

Wal-Mart Stores Inc., fed up with delays, says it is opening more
warehouse space at Gulf and East Coast ports to lessen its dependence
on the ports of Los Angeles and Long Beach and the rail lines that
serve them. Gap Inc. began shifting some shipments to other West Coast
ports with less-congested railroads and through the Panama Canal.

In a program called One Plan, CSX is revamping operations to cut the
number of times freight cars are handled -- a measure of railroad
efficiency -- by 600,000 a year, or 5%, and reduce the miles freight
travels by 1% to 2%. So far, the effort has resulted in tighter
schedules and more direct routes.

The changes are starting to pay off. The average speed of CSX freight

trains improved to 20.7 miles per hour for the fourth quarter by mid-

December compared with 19.5 mph in last year"s second quarter.

Freight trains are leaving freight yards on time 53.7% of the time for
most of the fourth quarter, up from 39.3% in the second quarter.

Shipments of new automobiles, an important business for CSX, now take
83 hours to Florida from Michigan, compared with 108 hours last spring.
The improved delivery times reflect the fact that the shipments are now
handled at Louisville, Ky., rather than at both Cincinnati and
Jacksonville, Fla.

Thomas Stroud, general manager of Evans Enterprises LLC, a wholesaler
of agricultural chemicals in Spring Hill, Kan., and a CSX customer,
says congestion at a major CSX freight yard in Indianapolis badly
delayed Evans shipments early last year. "It was ghastly," Mr. Stroud
says. But he says that the delays have subsided and he has seen
"significant improvement" at CSX.

Investors have responded to both the turnaround plan and a retreat in
energy prices. Shares of CSX surged to a 52-week high last week of
$40.46 a share. Yesterday the shares fell 26 cents to $39.82 in 4 p.m.
New York Stock Exchange composite trading.



Unprecedented freight growth strained trucks, trains and seaports for
much of last year. Two of the nation"s four largest railroads, Union
Pacific Corp. and CSX, have had some of the worst service woes. Union
Pacific, based in Omaha, Neb., operates in the western two-thirds of
the U.S. CSX, Jacksonville, Fla., operates east of the Mississippi
River.

Every major railroad is considering a range of options to deal with the
current capacity crunch from laying new tracks to planning new yards.
But the companies say they don"t earn enough profit to do much more
than maintain their current networks, and Wall Street has discouraged
costly expansions.

So, some railroads have turned to process improvements like the ones at
CSX. With the help of Multimodal Applied Systems Inc., a railroad
consulting company in Princeton, N.J., Norfolk Southern Corp. and
Canadian National Railway Co. have redesigned their networks iIn recent
years and started operating their freight trains on more precise
schedules. That requires a high degree of discipline, but there is a
payoff in more consistent service, better use of locomotives, reduced
costs and improved profits.

CSX is pursuing similar goals, retaining Multimodal to develop a new
plan to operate the railroad and then vowing to adhere to it. "We want
to do the same thing every day and make it a boring railroad," says
Michael Ward, CSX"s chairman and chief executive officer.

But CSX may be harder to fix. Ever since It was created in 1980 from
the carcasses of two dying U.S. railroads, the company has been
struggling against the inherent inefficiencies of an amalgamation of
rail networks designed to compete with each other rather than work
together. Partly as a result, CSX has in recent years been the least
efficient of the six largest North American railroads.

CSX is "the most complex and hard to manage of any railroad in North
America," says Carl Van Dyke, president of Multimodal Applied Systems.

The CSX network includes redundant routes, a complicated system of
freight yards along with “significant capacity constraints,' Mr. Van
Dyke adds. Some CSX facilities, such as its Atlanta yard, are too
small.

That forces CSX to send shipments miles out of their way to other yards
that have more space, creating extra handling, delays and expenses. And
the system has bottlenecks such as a tunnel in Baltimore too low for
some modern freight shipments.

The problems contributed to a drop in profitability. CSX"s net income
for 2003 fell 42% to $246 million, or $1.14 a share, from 2002
earnings.

Results in both years included accounting adjustments.

Such weaknesses have fed takeover speculation, such as a rumor that
Canadian National wants to buy CSX. Canadian National Chief Executive
E.

Hunter Harrison denied the merger rumors to analysts in October.



Mr. Ward, the CSX chief executive, says CSX is "on the right path to
improving the railroad and we don"t need anyone else to come in and

help us."

Write to Daniel Machalaba at daniel _machalaba@wsj.coml
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EART » 2003 By oand bBetuween UYN OLHANSEREUALLDN, ZHNC..a
Virginii £orporatipn, wheose addreszs iz 00 Water Stroeet,
Jacksoowille, FLerida 32202, he*e:natter reterrsd to 4s the Railroad:
ard TFE CITY OF JACKCORTILLE, A sdeticipal covpotarian in the state of
FLORLDA, wheose addrass is @ity Fall Roop #03,, zzl Eest DAy Ftirast,
Jacksonville, Florida 22202, hereinafter zeferred to 2z the City:

WITHESSET™A: That the Bailroed, for and in cznsideratian of one
Jotlar to it in hand pald &y the City, the raceipt whereot iz nershy
acknowledges, and @f the covenants and agoesments Lo e kept and
merformed Dy the City as hersfpafter expressed, hereby grants or
confirms 3 the City an easement or right-ot-way, within tre limitg
herinalter set out, for constructing, improving and zelptaining =z
higaway or 3trast crossing (inclading the usual apourTenarces, such
as approachsae . poved roadway, curba, gquttera, aldewalksa, shoulders,
slopes, I.1ls, cots and draineage facdlitlesz) at grade across the
right of way and track or tracks of the Raiiroad at Yorktown Avenus
Westside Regiconal Park Eatratee; Eailroad Milepost A=&52.5:

.5, 00T /28R _ & oAt Yukopn, Coval Coonty, Plorida.

And the City horsby covenants and agrees in consideration of
said agresment:

1{al. Said crossirg shall be improved ar e cost and experse of
the Dity, but in a manner snd of materials in all respects
watigiactery o the Chief Enginesr of the Railroad, awmd =1l
incidental eMpanses necesgarily ipcurred in connection therewith
snall be harne hy the City. After coossing improvements nave beeh
completed, the Clty shall maintain said cressing at it's =xpanse
ard in 2 menner in all respects Satisfactory to said Chief Enginesr,
exczpt, Rowaver, the Railroad =hall maintain, hus &t the Clty s
sypense, the portlon of said crossing between the rails o said
traskis) and far two faar on the outside of gmch rail SherecE.

0). Simultaneously with the executior of this agreement by
Ere Olty, Dhe City horasy asvess Ba deposit with the Railvroad the
cuw of 315, 000,00 boing the rstbimated wumount of the cost of the work
to be periommed by the Railread and the materimls to be fornisked by
the Railread in connoection with the cemstmeticn of (i) a stapdard Type 1.
CROSSING SURFACE, awad (i) aufnmatic railroad grade crousing tralfic
cantrel devices; horeinafter called "hevices"; at the losakion
degcribsd herein. In +he event raid daposit e lese than the actual
coet barne by the Rgilroad, the City shall aiso, wpen reseipt of
Rill renderad by the Kailroad, promptly pay such additianal cost u
the Railroad. In +he event said deposit 15 in excens of the astual
-cest borne lay the Railroad, the Bailread shall promptly redfund the
difference ta the City. Upon completion of the cronsing foprovements
the Railroed chall furnish to the City 3 detnilsd Ttatement shoving
the zost of 41l work end meteripls used For construction of said
crossing and devices,
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(2. Affter said devices have been placed in cerviee, the
Railzoad <i.i coerate and maintain sal1f devieos, wrd the
mEiftenance srpehse incidont thareoo sEail =e ba*ne oy the City.
The city »ill pavy to the Railroad, upeon preserchesion af a bill at
he end Of each vedr as iong as said davices cerain in service, the
current rabe of 23.117.00 for malntainino czid davices,. Ratec <ar
Zavhee walntenence will be reviewes pariodically, if the rate shauid
ahange, the amount billed will e revised accordinaly. In adiitiog to
sald sum Lon device Maistenance “o be paid by tie City to the
Fallroad, tha ity will he vhligated, within =ixty days aftor recaint
af an itemized bHill fren the Raiircad, to (i) reinbdrse the Railrocad
Tor cthe cost of upgracing faid devisez to prevont obsolesosnco, and
[Z%) reithurse “he Bmilroasd for the cost of "'EEIEllrl]'lg, or Teplacing,
50.0 devicss am a result af damdges thereta, howecever reenleing.

fd]. The City unierstancs Aad agrees that said crossing shall
dot ke oper to pubklic evse antil said railrcoad goade croszing ~Traffic
control jevices nave heen placsd in sorvice.

2. The City will bear <ie cost of all LEERCTATY Snd permRTsnt
changas made necessary in the Railesad’s sigeral wirs lipa oF other
facilities, snd in tha wire line facilities of agy utility that has
compensahie inlorest of the RAilvead s right-af-way cocasicaed by
the conastruction of said ersesing and the coccupancy of the Railrcadip
pEoperty.

i. The cost of all ¥erk perforewd by the Rajilroad {iocluding
flasging and englneering serviroas, if anw] and all =eteriste
furnished by the Railroad within the scope of thlx agrooment =0 Which
che City is Gnllgat#a to reimburee the Railrvead for the coot Sherood
shall have surciurgea addad thereto in accordance with FadoraI-ald
Jighway Frogrewm Manval Toansmitecal 129, deted april =8, 1975, 4in
cf Zect at the time the work ie acconplighad. 511 ather acgounting and
reigbursanant 3hall be it &occordanca with tha Railroadrs asdal
practice in eXfect fer similar work at the =ime the prodject is in
FLOYTESS,

4. Buring suash time that the Railroad performs improvemsntsh,
maintetance or repaire to sald orogging, “he ity will, and at the
directions of the Bailroad, elther clogse said crossing to kraffic
oxr provide flagging protection (and temporary cerour, $f deemed
necrusatyl &t tha City's expensc.

S(aj. The Railtoad reserves the right at any time, i It so
desires, to construct an adSitional track or tracks acrezs sS&id
cressing: in such event, bthe Railreoad shall have the right and is
hereby granted the privilege 10 reneve any paving from said
sroseing o the aftent necessary for the construction of said track
ar wracks ond, uron completlon of the trackaoe conetruction, tha
Railroad will, bot at tis City's entire cost and expense, add
acditienal croosingfsr thereafter, the Bailvoad will, but at City's
expense, cointsin the porwion of said crosstngs betwaen the rails
wf =8i¢ track or tracks and Sor twe feet an the suatside of cech

— 2~
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Ll warreot. In the avent relecation of £iomalsg i=z revpiived dues to
BROSCroction of Said track of wracks, The cost therear snall alse
Ee Darnc by the City.

(b1. The Railroad alse resesves the right at any time, ir it
g0 deslraes, ta remove [shandon) any trackaoge located witnin the
limits of 3aid crozing: in suck osent the Railrosd shall have =he
right «nd is hereby granted the privilege to remsve any raving from
said crossing ta the extent hecenssyy £or the removal af said
trackage and, upen complatien of said trackage remewval, the
Railroad wili restare said crossiiog at the CitY’s expense.

&. In coneideration for the rights hereby granted, it is
AMpresgly agreed that the Railroad shall not at any +ino or In any
ranner be aggaeesd with the teat or any part of the ocost of the
COneEtruction and maintanance of 4ny 1Tprovement oRNSTructaed now or
at zpy time in the foture on or adjacent to said orosshag.

7. The City tnderstands that this pareemact 3oes nok allow the
City to instal; or permit the installatlan of any otier utilisy
within tte Limits of the crossing describog harein.

. Tke City agracs ta save harmleds the Rallroad, itz
SECCSSEaTS xbv] asfigns from any and all claima, including
reasonable attorney’s fees, aricing out of any suit, an acraunt of
persenal ilnjuries or damage to property of whitaver ne<ure arlsing
during conetructisn, reconstruction or o Bocount of improper or
Taulty dralnage arlsing out of geid constructlon or recongtIuction
of zaid cro=sging wrhich iz the vesult+ nf the Clfy’s sole nedligence
to the extent permittrd by law.

37a). The City will reguire its contractar +a purchase ab to
coSt to the Railvosd apd to maintain cntil wark on che crosaing and
approaches i3 completed znd accepted, EAilsoed Protective Biablility
Insurance i1 a cambined single limit of $2,004,500.00 =av all
percongl injury and croperty dumage par aefurransd, subject £ an
rogregate limit of 54,000,000.00 per annual policy perisd. Ths
policy of Insurance shall nawe the Railroad a= the naned inzurced,
dddresd 500 Water Street, Jacksepwille, Floriga 32202, and The
original pelicy shall he =ent to Railroad’e Qasualty Insurence
Pepartmert for approval and Ciling prior to contractor s entry en
“he Jjob site. The policy Bhall be writken an the ISG/EIMA (€0 00 38
11 B&) with Pollution Bwcluejon Amendwent (0 28 233 13 85,
esdorsenent geleticg Common Poliey Congitions (o8 9% g1] i¥ Common
folicy Conditiona arn inzluded in the policy and Breas Form Nuclear
Exslusion (L& a9 21).

ft). The Clty shall alse reruira any oontraceoris) tao ok mrlalhs o1
and mamtain throughout conetruction or reconstresticn of said
creasing a Commercial Geperal Liabilify Polioy an & form ne =are
sestrictive than the latest edition of the Commercial fopersal
Lishility Policy tlled by the InEurance Scrvices Office: and most
inslode: aipimm 1imits of $2,000,000.00 per cooUrrencs and
56,08¢.000.00 axgregate for hodily indury liabiilry ang a minimum

-
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limit of 32,000,000.00 for propecty dawage iiability or =g, 000,060,
agqrerate. The Rallroad and the City are specifica:f} nama& At as i
additional insureds. The Railroad requires proof of 2mid insucance L
sent to Aaflroads Cusualty Insurance Department, =or agpruval prior
T2 any work belog pertormed in CSX Transportatish, Ineg, Right—of~kay.

10. t is understood and agreed that this easement a
S o : o o grasmant
shall not ke binding untll it has been aunthorized or ratified kv o
proger ordinance or reanlution of the oITV CUMMISSION oF THE CITY
- OF FACKSCNVILLE, FLORIDA, @ Ceitified copy of which ordigantes nr
resolutlon is attached herote and mads a Dart nerenf.

IN WITHWSS WHEREDF Tthe parties hereto have execubed these
Presentz in duplicate the day and year Firet abawve writtar,

Witnesses for RAILROAD: QEX TRANSPORTRTYON, INC:

A T e
.f" Lh

- N UTeel
taplgtvent Chlel Togliee:-Pohl g
Frelects & Oonstruotion

CITY COF JACEEQNNILLE
—_

Ed Adstim, Mavor .

— Attest%’lﬁ:y %ﬁm

[ianie C. Williams
Carperntion Secrecary
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Freight Highway Rail Incidents Reported to FRA
Incidents that occurred in 2001-2004 involving CSX only and ALL Railroads
in Pennsylvania, New Jersey, Delaware and Maryland



Ped incidents with: All Incidents with:
# ped flashing watch- cr
bu
Year State [ incidents | incidents gates lights none man none _si
(2004 up to
October)
CSX
2004 | only PA 7 0 0 2
NJ 3 0 1 0
DE 0
MD 6 1 1 0 0
Total 16 1 1 0 0 1 2
2004 | all RRs | PA 59 2 2 1 8
NJ 19 0 1 3
DE 2 0 0 0
MD 7 1 1 0 0
Total 87 3 3 0 0 2 11
CSX
2003 | only PA 15 2 1 1 1 0
NJ 10 2 1 1 0 2
DE 2 1 1 0 0
MD 13 1 1 1 2
Total 40 6 4 1 1 2 4
2003 | all RRs | PA 86 2 2 1 2 5
NJ 42 4 3 1 1 11
DE 8 1 1 1 0
MD 20 1 1 1 2
Total 156 8 7 1 1 5 18
CSX
2002 | only PA 4 0 0 0
NJ 5 0 0 0
DE 1 0 0 0
MD 8 1 1 0 0
Total 18 1 1 0 0 0 0
2002 | all RRs | PA 72 0 0 10
NJ 17 0 0 0
DE 6 0 0 1
MD 10 1 1 0 0
Total 105 1 1 0 0 0 11
CSX
2001 | only PA 9 0 0 0
NJ 2 0 0 0




DE 2 0 0 0

MD 12 0 0 1

Total 25 0 0 1
2001 | all RRs | PA 65 1 1 2
NJ 24 0 1 6

DE 7 0 1 0

MD 15 0 0 2

Total 111 1 3 10




