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Another item just was released earlier this week which would confuse and impair the
ability of railroads to recover all fuel costs, and that, as the attachment notes, is the
announced plans of the EPA to impose new fuel emission standards for diesel
locomotives by the end of 2007 The industry just went through adjusting for the 2005
date standards and the costs of new locomotives increased by about 5% just as a result
of this regulation. It’s not predictable what cost increases will occur when these new
regulations become effective as well as any potential retrofitting costs, if imposed.

For new trucks, we know the new engines will cost between §5000 and $15,000 more per
truck, and, the media also reports that fuel economy will suffer another 5 to 10% of
current diesel efficiency levels as a result. While too early to tell, due to the
characteristics of low sulphur diesel (including a more rapid burn), this could have a
double impact on the railroad industry — and further drive up fuel prices as well as both
trucks and trains will take more gallons of fuel to move the same equivalent amount of
freight. We again suggest leaving wel! enuf alone is the best solution.

We do, however, endorse the point that every shortline or regional or terminal carrier
should be allowed to collect reasonable fuel surcharges based upon their capital
expounded to conserve fuel and their actual fuel purchased. Those can vary by each
railroad, again, based on length of haul, frequency of service and volumn, and, to attempt
to regulate that would be a disaster. However, these carriers should have no strings ne”
attached for collecting this surcharge, just as the Class I's havem&‘ié%fé‘vels
to various performance goals or levels of handling traffic. The facts are that fuel is up
close to 300% in three years, and, they should be entitled to collect that extra cost just as

the class I carriers do..
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Thank you for your review and consideration.
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EPA Plans New Pollution Rules
Governing Railroad Locomotives

Click here to write a Letter to the Editor.

The Environmental Protection Agency said it is planning to target locomotive
poilution emissions with a plan that could have as dramatic an effect on
railroads as the agency’s past regulations have had on the trucking industry.

EPA spokesman John Millett confirmed that the agency is From e
planning to issue draft regulations by the end of this year the latagt : ot

for engines that power trains and ships. The regulations  peing 3 __-_E
would reduce nitrogen oxide and particulate matter oditign " xma

emissions by 80% to 90% from current levels. He said the
draft plan would be finalized by the end of 2007.

Changes to environmental standards for railroads will “follow exactly the same
pattern” as recent environmental rules for truck engines, said Miilett, * We're
linking clean fuels with new engine technology.”

For the full story, see the August 21 print edition of Transport Topics.
Subscribe today.

By Andrea Fischer
Staff Reporter

8/23/2006



Before the US Surface Transportation Board
Comments of the Small Railroad Business Owners of America

And
Minnesota Commercial Railway Company

Relative to the Board’s Contemplation of Imposing Fuel
Surcharge Limitations on Class I Railroads.

l August , 2006
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COMMERCIAL TRANSLOAD OF MINNESOTA | -
John W. Gohmann, Chairman, President
14047 Petronella Drive, Suite 201
Libertyville, IIL 60043
847-549-0486, fax 847-549-0485
toll free: 888-489-2326
email: johngohmann@msn.com
August 20, 2006

To: Members of the US Surface Transportation Board’
Washington, DC.

Herewith our comments and thoughts on reregulation of energy fuel surcharges imposed
by Class I carriers.

We speak from considerable experience. Not only have we taken huge several million
dollar capital investment steps to reduce our fuel consumption in the railway business
through a variety of means, but, we also own and operate a truckline and feel the daily
Pulse of that industry as well and the implications to the national energy and
environmental and transport policies were you to try to limit fuel surcharges on the
railroads without correspondingly equal efforts on other modes.

We respectfully suggest you are dancing on dangerous ground here which could reverse
the importance rails will play in decades to come and the economic strength of our
country and our energy policies if you tamper in this area at this time without
reregulating all other modes. Costs of fuel vary by railroad based on their length of haul,
grades, curves, and capital needs. Imposition of any artificial costing methods would
materially harm the industy and its efforts to increase capacity and infrastructure, and
equipment costs, at one of the most delicate times in our nation’s history where changing
world economics is playing a huge role in every cost and thing we do.

We urge you to leave this alone.

Thank you ve ch,

w\m Lok

W. Go

sident...

innesota Comyghecial Ralway Company, and,
lall Railroad Busienss Owners of America.

CHOICE INDUSTRIAL AND RELOAD SITES
Efficient, Friendly. On Time Service connecting Daily with All Railroads of the Twin
Cittes, Intermodal, Reload, and Trucking by our subsidiary, Commercial Transload



OVERVIEW

Econcmic regulation of any commercial pricing of products or serviees
can have serious economic impact on not only the company or industry to
be regulateéd, but, on the entire economic society as a whole. Economic
regulation usally means a transfer of capital aﬁd cash from one entity

to another - from one pocket to the other.

Essentially, the Board, in the consideration to impose a mileage -

cost of fuel "

standard" on railroad fuel surcharge pricing, is succombing
to competing interests for capital from the railroads' customers -
spurred by the NITL, some Grain shippers, and, some coal and energy
shippers. They believe that limiting fuel surcharges will reduce their
rates and put more "capital" back into their margins, but, aside from
utilities, who generally are allowed to pass increased costs through to
consumers by the state regulating boards, the free market dictates all
pricing in the industrial.sectoer, such as iren and steel, the grain
sector, and, the petroleum sector, where the cause of the need for

this very issue comes from.. No pricing regulations have been imposed

on any of these sectors - steel prices have doubled and tripled the

past three years, locomotive diesel fuel is up 300% from 2002 levels,
and grain rates fluctuate based on national and global supply and '
demand. The federal guvernment has a price support system in place
through the USDA to provide a minimum level of profitability for much

farming in the USA, as well.

No one — not one of the parties asking for reregulation here, has asked
any governmental agency to reregulaté.truck fuel surcharges (which are all
market driven and as high as 50% of base tariff rates), nor have they
asked for reregulation of barge or air freight rates or fuel surcharges.
Yet, trucks, overall, haul a huge majority of all intercity freight -
televisions. clothing, appliances, much grain from farm to market, and
grain preoducts from production to markets, - the.greatest impact on
controlling price margins would be.. trucking - with some kind of

fuel surcharge, and, trucks have the most predictible fuel efficiency
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as the economics of a tractor — pulling a loaded trailer, have pretty
well calculated to close to precision what kind of fuel efficiency they

get per ton mile handled.

For all the reasons discussed herein, railroad economic dynamics make
any kind of ''cost of fuel per mile" or fuel hurned per mile very hard to
standardize - another element flawed in the Board's logic. For example, the
cost of railroading in mountainous territory, with 2 and 3% long grades, and
twisting curves, is much greater in terms of fuel consumed per carlocad, or
ton mile, than out in the open country where flat open territory allows far
better fuel 2fficiency. The cost of operating a 100 car general mixed
merchandise train, which also handles empties returning for other loads,
at a speed of 50 mph is far less in energy burned than with the same train
at 60 mph or 70 mph. The cost of operating a high speed intermodal train, 7
with say 150 containers and a huge amount of wind drag, is even higher in
some instances than a 100 car merchandise train, and, all costs vary
depending upon terrain, weather, and, all other conditions. The cost of
railroading in winter, including the coefficient of resistance of a steel
wheel on a steel rail, is different than in summer heat. Resistance is |
greater, and, fuel burned is much different (see also discussion about
idling locomotives). And, the cost of operating a short, "local" way freight
train with 20 or 30 cars and two locomotives is alsoc different. Shorter
trains with lesser cars get less carmiles per gallon than their 80 to 100
car partners. Shortlines and terminal railroads generally fall into this

category.

Aside from all the above making any kind of standard fuel surcharge
cap or measurement fair or accurate, any effort to "standardize'" or include
all these variables into various "caps"' would be extremely burdensom and
complex for the rail industry to monitor. As the articles and narrative
contained herein show, the price of fuel has been so volatile lately (
rising 10 cents per gallon the week of August 4th to the 12th, as an
example), that the trucking industry is asking the DOE to issue twice per
week, instead of once per week, the current price of diesel fuel, so that
trucks can react immediately with pricing their surcharges.rather than

weekly



Overall, we suggest strongly that the need to keep a competitively
balanced, national transportation system, with all modes sharing the same
unregulated fuel surcharge environment far outweighs the special interests
of a few shipping groups who want to transfer capital back to their own
pockets at a time when the rail industry is facing the most critical
period in the century to generate as much capital as is possible to
replenish and upgrade their systems and capacity. That, coupled with a
virtual impossibility to devise an overall, balanced and unfform system,
which rail competitién would also be forced to adopt, should require the
Board to reject the pleas of a handful of shippers, none of whom are suffering
material economic harm as they are passing these costs on to consumers, &s
vompared to the rail industry that has a noted and known shortage of capital
necessary for infrastructure investment the next twenty years to be able

to help the nation aveid gridlock.
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Introduction

For the first time since deregulation of rail rates in the early 1980s’, bowing to the
pressure of the National Industrial Transport League and other power Washington lobbies
such as the utilities, grain and feed associations, complaints from allegedly rail capitive
states and shippers, and, coal producers, the Board has begun to fashion a restriction on
the use of fuel surcharges by railroads.

We think this is seriously wrong.

First, as a small railroad interest, we understand the sometimes frustration rail shippers
have with railroads, who have trimmed staff, (the same as have all industries) to operate
eaner in this computer age. Sometimes relationships get short, and, also, the railroads no
lIonger make contracts in many cases (except with large coal, grain and other shippers
who can tender hundreds of millions of dollars of freight in volumns where rail costs are
lower). It has become harder for us sometimes to make contact with and work with these
larger railroads, but we added staff and we indeed survive. We have seen our large Class
I connectins demarket certain regional or low profit business, but, again, we have
survived. We published are reasonable per car surcharge to all our Class I connections
which is tied to west Texas crude and we have had no complaints from Class I’s

absorbing it. Overall, our carload history has grown by about 10 to 15% these past two
years.

We all see the issue from an other side. We are probably the only railroad in the country
operating a US DOT licensed truck line which in some cases, hauls the same materials as
rails do, but, more often, supplements and improves rail usage by taking products to the
80% of American shippers today (approximate average) who do not have rail service
from our warehouse rail transload. We see and feel every day the rising fisel costs in the

trucking business and see the surcharges trucks are placing on their business in order to
survive.

THE BASIC PROBLEM

The ba..lc problem the rail industry faces to day is lack of capacity for all the products
which, due to higher truck rates (that are not regulated at all and none of these same
industry associations who use trucks to move 75% of their products in some cases are
even attempting to regulate truck, or barge, or air freight fuel surcharges} There are
chronic shortages of trucks today, and, if they fail to pay the surcharges, they just won’t
get trucks because they too, have costs of capital and operation. Yet, many publically
traded trucklines, if the STB reviews financial sections, are cashflowing well and a few,
enjoying record profits despite tractor and driver shortages.

Thte lack of capacity stems from a half a century of federal and state public policy which
poured hundreds of billions of dollars, more likely trillions of dollars, into a transport



system made up of highways and rubber, knowing all the time it was not the most
efficient, and, in essence, spending hardly a dime on the rail infrastructure. To this date,
the Bush Administration seeks to kill the federal rail services assistance funding for
regional, Class I and shortlien railroads while at the sametime, industry and even
government experts projected a few years ago a 190 billion dollar shortfall of the industry
to raise enuf capital to meet demands for the increased capacity the nation would expect
it to handle, and, tries to this date to basically make Amtrak.limp along into unsuccessful
obscurity, while we spend 600 billion dollars on a war we cannot win but fail to look at
critical demands for spending on the home front which will have terrible and dreadful
long term implications. At the same time, the rail industry is spending a record 10 billion
this year in capital and infrastructure investments, more than double to triple what many
other industries are spending for the development and growth and capacity (Exhibit A).

The continued public policy has ignored the rail industry needs for capital infusion
despite it being the most energy and environmentally efficient mode (see Exhibit B).

Just as truckers have experienced, diesel fuel costs for railroads are up almost 300% from
just a few years ago (Exhibit C). Again, truckers, barges and airlines have not been
bantered to control or justify their fuel surcharges..We believe the STB must look at
overall public policy, not just what it may do to the rail industry, because if it imposes a
fuel surcharge policy on railroads, without a corresponding policy on other competing
modes, it simply gives the less efficient modes and higher fuel consuming modes a
further economic advantage on top of existing subsidies for roadway maintenance,
maintenance of navigable waterways by the Army Corps of Engineers, and, the billions
poured into the airline industry through new airport and terminal financing, and grants as
well. We suggest to the STB to “Google” Fuel Surcharges and look at the dozens
imposed in the trucking and airfreight and lesser extent, barge industries, (the latter who
simply adjust rates each year based on barge availability and positioning and what fuel
surcharge they believe the customer will pay). .

Next, Exhibits D, E and F discuss in detail and give actual cost estimates and capital
estimates that show that a fuel surcharge tied to the alleged mileage would be
counterproductive to capital investment to REDUCE fuel and energy consumption. We
first note the hundreds of millions of gallons of fuel each year that are consumed in ilding
time for locomotives in between runs or assignments and some variable cost estimates of
that. We also discuss the cost of some of the capital alternatives to in fact reduce fuel
consumption, which would be discourged by any limitation on mileage. While our
company, MCR, has reduced fuel consumption by about 20% the past three years, it has
come about by about 2 million in capital investment which we are recovering through our
fuel surcharge Our rail operations gross about 13 million a year — with only about 3 to 4
% going to the bottom line, so this shows how significant this investment has been in
terms of our ability to finance it and recover the investment over a 10 year period which is
the estimated life of these improvements before rebuilding or replacement. A fuel
surcharge tied to our mileage (even thought the STB is not suggesting doing this for
shortlines, whatever you may impose on the Class I’s will be implemented by them to
shortlines in many cases) and direct cost, which is lower than even, for example,
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RailAmerica’s according to their 2005 annual report, has only been achieved through
these capital investments which save us fuel. Saving energy is also in the public interest,
and, if we could not do that, or get our capital back through our modest fuel surcharges,
we would stop doing it, for sure, as would all other roads who are making similar
investments — both large and small, to reduce consumption and improve efficiency that
way. Exhibits D, E, F and G are all living examples of what we have done - but its not
always feasible for railroads with expansive mileage and mileage in rural areas, as well,
where locomotives cannot come back to a home shop every night as can MCR’s.

Finally, we suggest you pour through Exhibit H, which looks at truck fuel consumption —
remember trucks are moving about 75% of the nation’s products, and, there are no efforts
to impose fuel surcharge restrictions on them and same would be economically
devastating and ruin many hundreds of truck lines and thousands of truckers. All
trucklines are running on thin margins and it’s the fuel surcharge that keeps them afloat,
but remember, their cost of capital stops at the wheels, where the railroad industry’s most
expensive and capital intensive assets which need expansion, its systems and track
structure, BEGIN AT WHERE THE STEEL WHEEL MEETS THE STEEL RAIL,
AND, EVERY NICKEL WE PUT INTO IMPROVING THE TRACK STRUCTURE OR
EXPANDING IT THE GETS HIT WITH PROPERTY TAXES BY STATE AND
LOCAL GOVERNMENTS...

In summary, we urge the STB to continue to let the free market place determine fair and
absorbable fuel surcharges, as is government policy with all other freight modes. Cash
and capital comes from earnings, and, any imposition of any limits on a fuel surcharge is
not only going to make the rail industry less competitive with other more energy efficient
modes ( and exacerbate a very invalid economic basis where federal dollars are used to
subsidize one, and not the other} This will lower the cash flow and capital available to the
industry 1o make its share and all it can raise for infrastructure improvements, reduce its
volumn and marketshare over time to trucks and other modes as it will not be able to
make then necessary capital investments to expand and improve the infrastructure, or
acquire the necessary level of new cars, equipment and locomotives to meet demand,
AND ALL THIS IN TURN WILL PUT GREATER DEMANDS ON TRUCKS AND
OTHER MODES OF TRANSPORT THAT ARE LESS FUEL EFFICIENT, AND, DO
YOU HAVE ANY DOUBT WHAT THAT WILL DO TO ENERGY PRICES AND
OUR ENVIRONMENTAL INTERESTS. WE ARE SURE YOU KNOW, OR, WOULD
NOT BE SITTING AS AN IMPORTANT FEDERAL POLICY MAKER!

While we realize that utilities have some state rate regulation, bona fide transportation
costs can be passed on to the consumer and have been in the past. We understand that due
to foreign competition, much manufacturing and industry is under severe profit pressures.
All of us are. For example, costs of second hand, hand me down locomotives that '
shortlines use has tripled to quadrupled in prices in the past three years, the cost of
overhauling locomotives, with much steel and other contents, have doubled to tripled,

and, new, energy compliant locmotives which the class I's are buying which used to cost
about $300,000 IN THE mid 1970’s now run TWO MILLION A PIECE... The cost of
second hand or new rail has doubled to tripled in the past three years. Facing these huge



price increases, the entire industry is in a very fragile economic position as it stands. A
recession or further economic cutbacks can quickly erode its cashflow abilities of the past
three years, and, with a fuel surcharge limitation imposed on top, could kill much of the
huge capital expenditures the industry is making. There is no “regulation” on the price of
grain — its all market driven and none on many other indusrial or manufactured products
— its all what the market will pay. -

One final note — because small railroads and terminal companies move at slower speeds,
may handle few cars per train, and, have considerable switching and classifying to do,
our cost per mile or hour, however you measure it, and fuel consumption per hour or mile
moved, is far less than the Class I carriers who have the benefit of the long haul stretches
where they can move freight at 50, 60 or 70 mph. We could never recover our costs for
many of the reasons already explained herein, plus the above facts, if a per mile fuel
surcharge limited our ability to recover. ' ‘

Summary

The STB, in a vacuum and contrary to other public transport policy, should not attempt to
regulate or limit rail fuel surcharges and it would be dangerous for many reasons to do so.
We suggest to “Not Regulate — but Educate” the shipping interests why this isn’t in
anyone’s best interests or good for public energy and fuel conservation policies.

Thank you for reviewing this matter.

John W. Gohmann,

President, Chairman,

Minnesota Commercial Railway Company,

And ‘

President, Small Railroad Business Owners of America.



Exhibit A

The railrcad industry has been, and continues to be unable to
earn its cost of Capital, as the STB so well knows, and, there
is a projected 190 billion dollar shortfall of capital the
industry will be able to raise over the next 20 years to meet
minimum capital requirements for the country to avoid transport
gridlock.

In ¥Y 2006, the industry is spending over 10 billion dollars on
capital improvements, highest in history, and, far more as a
percentage of revenues and profits than many other industries.
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A $190 hillion blueprint .
for freight railroad growth

0 intluential, eradidonally highway-ori.

ented organization has issued 3 ompre.

hensive study of the freight milroad
industry that makes 3 strong case tor ¢ ald-
bitlion-dollar package of government aid for
major rail varriers.

Wizthout substantial federal and state 21sis-
tines over the next 20 veam, rallroads won't be
adle to handle cheir fair share of soirng
demand for feight wanspormdon, and the
result will be 3 crushing burden on the highway
svstem, warns the American Association of S-aee
Highwav and Transporuton
Oticials (AAIHTO). The so-

ments over the next 20 veans. This $64 billion
is 2 conservative figure that does net include
the vosts of improvement to bridges, et
changes, local roads, new roads, or symem
enhancements. If these were included, the esti-
mate would double.”

Today, teucks carry 78% of freight tonnage.

raitroads 16%, and water carrlers 6%, Assuming

3 3% per vear growth in the natdonal economy,

the highwvay syszem by 2020 muse carey an

additionsl 6.6 billion tons of freight, 3 62%

tncrease, and raitroads sn addirional 833 million
wons, 3 44% increase,

viation’s Freighe-Rail Bottom

Line Report wis teleased in “ND

rearaary, [t's one of several
studies that the state group

The AASHTO repore listed
these other benefits of raik:

service i grucial to the global

{ effectiveness of US. indus-
commissioned on all aspects of tran Spo rtatlon

transpdristion in prepasation
for the debite in Congress this
vedr on resuthorizztion of sixe
vesr ornibuy trinsportarion
legisiation currentiy known as
TLAIL ’

The freighorail study found
that milroads need o invest
39.3 bilhon 3 veas in capital
impeovemens, and thac more
thin  one-fourth  of  that

mode exists
in isolation
from the

others.”
~AASHTO

tries.”

B “Freight rail is Fucl-et®-
cient and gencrates less 3it pol-
lution per ton-mile than truck-
ess. It 2lso is @ prefersed mode
Yor hazardous materials ship-
‘meny decaute of ity pasitive
safery record”

B “Freight cail is vital to
military mobilization and pro-
vides crtically needed trans

. X , porumtion svatem redundancy
smount, around® $2.3 billion, EXeLUtive Director

will hive to come trum pube
lie/private partnenhips.
AASHTO underscored the

John Horsley

in national emergencics.”
The nodion thae capital
hungry railroads need the kind

impsrtanae of & strony rail svs-
Wi supporting 3 healthy highway svstem,
asserting that “relatively small public fnvest.
mengs in the nation's freighe railroads by fever-
aged tato large public benutits for the mation's
highway infrastructuze. highway users, andd
freighe shippers.”

“The frewhe-ral sestem carres 18% of the
nation's treight by tonnage, avcounting fue 23%
of total ton-miles, 40% of Weerine twn-miles,
and 6% ol freight value,”™ said the tepore, =11 atl
freighterail were shifted to trucks tomorrow, it
would 3dd 92 billion truck vehicle-miles of
travel (VMT) to the highway system and gost
federal, state, 2nd local transportation gencies
an addidonal $64 billion fee highway improve.

- 10721

of public sssistance already
available to othet transport
modes 15 not 1 new one, Nortolk Southern and
Budingten Northern and Santa Fe are among
railroads that have rallied behind an des tha

was once anathema to industey leaders (and

emains 30 to a powertul few who fear that gov-
ernment aid auy lead to 2 measure of govern-
ment control, and the net result could be man-
Jated open aceess to private railroad lines), The
AASHTO study provides 3 rativnale tor 2 break
with the indusery’s go-it-alone tradition,
Among irs arguments are these:

*The US. cconcmy is growlng steadily,

generating demand for more freight transporta:

tion. The growth will strain the nadon’s treight

systeny, inctuding I freigherail sygem. The

[

B “Intermods! freight ruil
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freight-wil sustzm is confronted by congesdon and capacity
choke poines slong nacionsl corddors, at Intermodal teeminals,
and 3¢ urban rail incerchanges. The commuter and intercity pase
sengee faitroads, which share these il lines wich the freighe rail-
toads, share these same challenges, =

. A marker-diven evoluton of the freighe-rail syscem will
accommodate seme of the economi¢ growth, bug relieve lisde of
the forecut congestion on the highway system. A public-policy
driven etpansion of the freight rail system supported by public
sector invenment it needed I the system iy to maintain ity share
of forecast onasge and help relieve pressure on the highway ays-
temn, Without veordinated public and private acton, congestion
and aapaddy eonstraints will weaken the feeight indusey, te
economy, local communides, snd Gie environment.

“Public seatar invesement historically has treated e botom
of the tystem=-gride crosusings, beanch lines, 1ad commuzer rail
serviers, The aesd taday is to treaz the tap, the key slements of
the nadena asowork-—nationally significant cocridars, inter-
madal terminads and connectors, and urban ail interghanges,

“A fist approximation suggests that the freighe-ril syieem
needs an ddidonal investment of $3.6 billien to $4.0 billion
annualy. This invesument can be shared ameng the raileosds, the
stites, aad the federa] goverament, sad portions of the public

sector's invescment could be pald back from long-term growth
in the raileoads’ revenues. :

pusenger rul syseems o absorh seme of the rusing demands.

i
]
+,“The states have the experience to initiste and manage
program with the railroads, but it will be a challenge. The
gram must balance public demands for economic developm
community, and environmental benefies sgiinse the fsk of
torting the compettion of the feighe ansportadon my
place. Federal inidadve and suppors will be needed w0 enund
3 cleat nadonal policy of improving freight syscem praducs
facilitate the creation of muld-state invesument cementon
banks to coordinate nerwark-level improvements; wad help ks
the prograumn.”

Another AASHTO srudy, Interciry Passenger Rail Rz
found that $2.8 billion 3 year neads o be invested cver thes

$iX yean in high speed passenget nil corrden—thouth it
the expense o hig;mys.

“The federal govetnment lnvesss billioes of delfazs adh
in other ¢ritical wansportaton symtems in cocpendon wit
goveraments,” said New Yoek Sxate DOT Commissiane: |
Boudman, chaieman of AASKTO's Suading Cemminn
Rail Tanspartadon. *Similaly, it euse Be 2 sang o
partaer with states in the provision of Rurure rail juniaage
vice, without drawing funding from othe: medes.”

AASHTO Executve Director John Horslev sivs “no
portadon mode exists in boladen frocn e etvers, To kegp
highway network visble, we need serong wansic, feighe nd,
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A Record Investment from North America's Freight Railroads i

In our 2006 capital programs, we 20%
arae investing a record $8.2

billion on track, locomotives,

signals, freight cars, new

technology and facilities. 18%

3 Class | Railroad Capital Expenditures
As a Percent of Revenues, 1995-2004

"

For the past decade, we've been:
pumping an average of 18 10%
percent of our revenues into our
infrastructurs, far more than the

3.5 percent invested sach year 5%
by the average American

manufacturer ar the 5 percent

invasted by chemical

companies.

S

Y

Railroads Al Mfg Computers Paper Plastics Chemicals
Yet those same chemical Sources: U.8. Gemsus Bureau, AAR.

companies are pushing

legistation that would allow the

federal governmeant to dictate

artificial raif rates, making it

impaossible for us to set market

rates.

And that means less money for the track, trains and other infrastructure America’s businesses desperately
need to move their products.

-
These are the Rail Facts. L
Yet another reason H.R. 2047 and S. 219 DO NOT deserve your support. —
N
For more information please call (202) 639-2100 or to unsubscribe please e-mail unsubscribe@aar.org Lo
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Exhibit B

Railroads Have been determined to be the most capital and energy
efficient investment of all modes of surface transportation, even
surpassing barge lines according to a recent Grain Institute study.
And, railroads leave just a small percentage of energy emmissions
into the air as compared to eother modes of transport.



femmodity groups and the barge
industry are advocating jor the
expansion of the Upper Mississippi
tocks and dams. a preject which
weuld coat 81 billion dollars, halp
cb which wilk ‘come jrom’ taxpayers”
dollara. Theaé groups contend that _ )
enhcncmg the barge capocity will ¥
bénefit the Upper Midweat e economy -

by permitting the expert ob more-J :
raw commadities, pumcularly “:
corn and soybeans, down the

Missiasippi River.

One issue central 1o their argument
“is that barge transport {s the most. ¢
enuironﬁ‘tentally iriendly and " .5 '
enersy eppicient mece of ugncui-
Jtural transportation.! They argue s‘*
_.that NOT expanding the locks SE
hj and dama would amn rmnzc o a I
R ‘{eu emcment t'ran.sport mode fLE’._,,.

trucﬁa or rcnl) rarher than ene

;T‘q Agriculture
"SSINSTIEUTE POR ACRICULTURE & TRADE POLICY

Myths Series

While it may have been true in past decades that water transport, when
compared 1o rail, truck and air transportarion, was more energy efficient,
recent evidence suggests otherwise. Three factors support this assertion:

* Revised estimates of transporiction Jue! efficiencies show thor water transport i
less eppicient than rail rranspert.

+ Barse transpert s dependent on truck franspert. therefore the combined tetad
should be eonsidered in eneryy efficiency estimates.

+ Over the [ast 20 yenrs, corn and soybeans, twe commodities traditicnally barged
doun the Mliissippl and shipped te Lurope. are Increcsingly deatined jor Asia,
making rail to the West coast @ more energy-efpiclent cptien.

All three factors call into question the wisdom of an expansion project that
would require the investment of millions of taxpayer dollars and jeopardize the
ecological integriry of the Mississippi River.

Rail and Barge Fuel Efpiciencies Are Getting Cloder

Barge advocates suggest that. on average, a gaflon of fuei allows one'ton of cargo
to be shipped 59 miles by truck, 202 miles by rail and 514 miles by barge? This
data, as presented by the U.S. Department of Transportation, was published in
1981. Given the rapid turnover of technology and the changes that have occurred
in al} aforementioned industries, it begs 1o question the relevance of this frequenuy
cited argument.? In 2 study on the energy impacts of aliernative improverments
of the Upper Mississippi waterway systern, Tolliver (2000) shows that the margin
of difference between rail and barge energy efficiencies has decreased consider-
ably over time. Conseguently, railroads have becorne more fuel efficient, and
the economic efficiencies of waterway transport have diminished.d This con-
clusion supporss a fuel consumption study by Baumel and Gervais (1999), who
found that barge fuet efficiencies had the least technological impravement since

1985, behind both truck and rail.?

More recent energy data measures energy expenditure in British Thermal Units
(BTU} per-ton mile. Whereas barge advocates argue that water transport is far
more efficient, current lterature shows conflicting data. The U.S. Departrment
of Transportation esumates that BTUs exiended on per-ton mile total 431 for
water transport and 596 for rail transport, However, Greene and Fan (1835)8
found rafl and barge efficiencies to be much closer with the BTUs per-ton mile
being 344, and 398 respectively. Davis {1998} found rail 1o be more energy effi-
cient, with rail and barge BTUs being 368 and 412 (Figure 1).7

Future technological improvernents in efficiency are afTected by the level of

competition within the transportation Industry. The highly subsidized barge
industry lacks the cost efficiency incentves that would normally force Industries
to Invest in technological research and development to improve efficiency. The
deragulation of the rail and truck industry has promoted technological devel-
oprment; in 1995 the rail industry invested over $63 billion in research and
development.? The fack of competitive pressure in the barge industry indicates
that rail and truck industries will continue to distance themseives from the

barge Indusiry in energy efficlency.
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Barge and Rail Transport Are Bi-Modal

As Casavant (2000) points out in his report, Agricultural Transportation Challenges
in the 21st Century, trucks serve as the feeders of both the rail and barge shipping
points.? Therefore. the truck distance traveled may be the ultimate determinant of
which inter-maodal cormbination of transport ts most energy effident from comme-
dity origin to destination. Tolliver {2000} acknowledges that the failure 1o
incorporate the truck transport that is directly asscciated with barge and rail
transport is problematic. Tolliver suggests that this be considered in future assess-
menits of transport efficiencies.!? If truck transport distances into rail and barge
stations differ substantially, then combined truck-rail and truck-barge fuel efficien-
cies may significantly change from the direct modal estimates in related studies.

Commodity Destinations and Values Are Shijting

Increases in domestic processing of commodity crops over the last thirty years
have lessened the emphasis on waterway transport. For example, domestic corn
processing has increased from 3% in 1376 to 18% in the fate 1990s. This is
significant for the barging industry because dormestic com products are generally
rnoved hy rail to the destination ports. Rail transport tends to be faster. more
reliable and more predictable than water transport and thus preferabie for per-
ishable commodity transport.

Onver the last 20 years, the value of U.S. commodities shipped for export have
declined and destinations have changed. In 1980, bulk exports accounted fer
nearly 70% of the value of tgtal U.S. agricultural experts. but the share declired
steadily fo less than 40% in 1998. With relatively low bulk prices in the late 1390
and a slow volume growth, the value of U.S. bulk trade in 1998 was Selow the
value in 1580.1}

Another trend has been the shift in export destination. In the early 1980°, the
U.S. shipped most of its export grain to New Orleans en route to Europe.
Barges operating on the Mississippi dominated the movement of Midwestern
bulk exports.!2 By 1990 drastic changes had occurred: Asta had become the
primary export market for U.S. grain products. Because exports to Asia are bet-
ter served by west coast ports. and because barges are limited to hauling grain
to ports located on navigable rivers. the rail industry now dominates domestic
transpert of agricultural goods. In sum, the overall use of waterway transport
is decreasing, as s the value of the commeodities that continue to use the water
mode of transport. Why invest additional dollars to expand infrastructure ona
waterway system that is becoming obsoleta and cost-inefficient?

Concluasion

The barge industry is already the most subsidized form of transport in the United
States. Their fuel taxes cover only 1096 of the annual $847 million that the US. Army
Corps of Engineers spends building. operating and maintaining locks, dams and
navigation channels. The rest is paid by taxpayer dollars. [n contrast. the oruck
industry pays fuel and user taxes for their use of, and damage to the interstate.!3
The rail industry receives virtually no federal aid to help curb Industry expenditures
on railroad Infrastructure.}4 Expansion of Upper Mississippl locks and dams will
be yet another cost Incurred at the taxpayer's expense. Although the available
research is indecisive, the data do indicate significant increases in rail sfficiency.
while barge efficiencies are relatively stagnant. Moreover, changes in the commodity
incustry over the last twenty years have favored rail transport with growing trends
towards an Asian based expoct market and overall decrease in bulk commiodity
exports. The exparsion of the Upper Mississippl locks and damns ts, therefore, neithe
warranted noc Justfied,
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Exhibit

The cost of fuel for railroads, on a cents per gallon basis, which was as
low ag 73.33 cents in 2002, has in the summer of 2006, more than TRIPLED
to prices from between $2.10 and $2.25 across the nation.

Lo g L)

L.J

—

—

—



FUEL CONSUMPTION AND COST

Average Cost Per Gallon
(Cents)

67.7 £7.8
- e 57.0 55.5

g5 96 97 @8 99

107.0

00 o1 02 g3 04

Total
Gaflons Total Average

Diesel Fuel Diesel Fuel Cost Per

Consumed Expense Gallon
Year {thousands) {$ millions) {cents)
1955 3,393,103 $323 953 ¢
1960 3,471,780 314 9.03
1965 3,742,370 341 9.10
1970 3,807,663 409 10.73
1975 3,736,484 1,121 30.00
1980 3,955,996 3,269 82.64
1985 3,144,190 2,445 77.76
1890 3,134,446 2,170 69,22
1991 2,925,970 1,968 67.24
1992 3,022,108 1,913 63.29
1993 3,111,981 1,962 63.05
1984 3,355,802 2,009 59.87
1995 3,503,096 2,102 60.01
1996 3,600,649 2,436 67.66
1997 3,602,793 2,443 67.82
1998 3,619,341 2,063 57.00
1999 3,749,428 2,079 55.45
2000 3,720,107 3,254 87.46
2001 3,729,985 3,191 85.54
2002 3,751,413 2,751 73.33
2003 3,849,229 3,436 89.25
2004 4,082,236 4,367 106.98
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Exhibit D

There are many '"hidden" fuel costs to railroads not tied to any
particular route or asscciated with moving a carload of freight.

For example, unlike trucks, which unless providing sleeper birth
power and heat (being now outlawed in many states) cannot be shut
off in winter months at freezing or below due to the design and
build of locomotives, heavy crankcase oil, and, danger of gelling
fuel.

Here's the first example. The Class I carriers haw@:.22,013 diesel
locomotives in service in 2004.. Assuming all of them were operating,
but, had an 80% untilzation factor (meaning that each day, they sat
between assignments or runs 20%Z of the time, that would mean the
idled 4.8 hours per day..

Most modern switcher, road switcher and road freight locomcotives
burn between 4 and 8 gallons per hour at idle.. We will use 6 gallons
as a for example.

6 gallons per hour x 4.8 hours.per.day = 28.8 gallons per unit per day,
"up the stack" idling. Take that times22,013 units, and that's 633,974
gallons per day for just the class I carriers., At $2.20 per gallon, that
is $1,394,744 for idling.PERDAY..or, over 5509 MILLION DOLLARS A YEAR,

We believe the Class T carriers may have closer measures of idle or
"dwell time" per units, and the above numbers may be very low. We
suggest the STBIlearn to understand there are no easy capital fixes

for this that have an ROI - as .. other sections of this report indicate,
If there was, the industry would have been after them a long time ago.

Locomotives Can Be shut down in warmer months or warmer climates for time
in excess of usually 30 minutes., Shutting them down and restarting quickly
sometimes can do damage to lubrication and fuel injection and other systems
and parts of the locomotive, depending upon make, stylé and condition.

But, let's assume that the above real number is $200 million a year in fuel,
idling ~ that's a huge amount, and, only in winter months in seasonal climes
where units cannot be shut down.

——
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LOCOMOTIVES IN SERVICE

Diesel
Electric Electric

Year Total Units Steam Units
1929 57,559 22 56,936 601
1939 42,470 510 41,117 843
1944 43,593 3,049 39,661 863
1947 41,701 5,772 35,108 a1
1955 31,395 24,786 5,082 627
1960 29,031 28,278 261 492
1965 27,780 27,389 29 362
1970 27,077 26,796 13 268
1975 27,846 27,667 12 167
1980 - 28,094 28,003 12 79
1985 22,548 22,548 0 0
1990 18,835 18,835 0 0
1991 18,344 18,344 0 0
1992 18,004 18,004 0 0
1993 18,161 18,161 0 0
1994 18,505 18,496 0 0
1995 18,812 18,810 0 0

0 0
1997 19,684 19,682 0 o
1998 20,261 20,259 0 0
1999 20,256 20,254 0 0
2000 20,028 20,026 0 )
2001 19,745 19,743 0 0
2002 20,506 20,503 0 0
2003 20,774 20,772 0 0
2004 22,015 22,013 0 0

Notes: Total includes LNG powered locomotives that are not included in any other column. Diesel
Electric for 2004 includes 4,139 AC traction locomotives.

(Thousands)

10

0
o5 96 97 o8 99 00 4} 02 03 04
BOC Locomotives Wl AC Locomotives
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AGE OF LOCOMOTIVES

25 or mare
years

tessthan 1 yr

20 - 24 yrs

15-19 yrs §
10 - 14 yrs ' : : 5-8yrs

Age distribution of locomotive fleet as of Dec. 31, 2004

Locomotives in Age Bracket

Date Built* Number Percent
Jan. 1, 2004 - Dec. 31, 2004 1,121 51 %
Jan. 1, 2003 - Dec. 31, 2003 531 2.7
Jan. 1, 2002 - Dec. 31, 2002 722 3.3
Jan. 1, 2001 - Dec. 31, 2001 891 4.0
Jan. 1, 2000 - Dec, 31, 2000 863 3.9
Jan, 1, 1995 - Dec. 31, 1999 4,672 21.2
Jan, 1, 1990 - Dec. 31, 1994 2,718 12.3
Jan. 1, 1985 - Dec. 31, 1989 1,799 8.2
Jan. 1, 1980 - Dec. 31, 1984 1,585 7.2
Before 1980 7.056 321
Total 22,015 100.0 %

* Disregards year of rebuilding.
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1

Examples of Some "Capital"” Fixes and how much they cost per locomotive

Capital Fixes to reduce fuel consumption and idling times in cold weather
climates do not come cheap, and, have limited application to locations
where there is ample electrical service for 220 or 440 volt service, -
which ex¢ludes a lot of ocutlying point tie up points for thousands of
units per day, and, other points where an ROI does not exist to do this,

Exhibit E discusses installation of "hotstart" units on locomotives,
which arz plugged in and allow water, fuel, and crankcase lubricants to
be accomplished throug h heating coils and pumps., While they can save
a lot of fuel, the capital cost per unit is very high and the electrical
power, about $1.00 per hour to provide energy to them.

Exhibit F shows the cost of installation of one 220 to 440v outlet:
to provide such power for Hot start engines.



Exhibit E

Cost of installing Ten. (10) hotstart units on General Electric
B23-7 or B30-7 units. $85,000 per unit, Installed, assumes a 10
year payoff with 8.75% annual rate

—t



Interest Vision

Amortization Schedule

Loan or Annuity Variables:

Start Date:

Start Payment:
Start Interest:
Payment Freq.:
Compound *req.:
Days in Mo./Yr.:

Payment Mode:

No.

Aug
Sep
Oct
Nov
Dec
Jan
Feb
Mar
Apr
May
Jun
Jul
Aug
Sep
Oct
Nowv
Dec
Jan
Feb
Mar
Apr
May
Jun
Jul
Aug
Sep
Oct
Nov
Dec
Jan
Feb
Mar

WO -J U LN

e N el = e e e e Ry e e el a = i = i S S S SR S SR Sy =

w M M M N M M WM WM W wm m w m M om owm m wm owm owm owm w om ow ow ow owm om owm o= e

Date

20060
2006
2006
2006
2006
2007
2007
2007
2007
2007
2007
2007
2007
2007
2007
2007
2007
2008
2008
2008
2008
2008
2008
2008
2008
2008
2008
2008
2008
2009
2009
2009

k]

Aug 1, 2006 End Date:

Aug 1, 2006 No. of Payments:

Aug 1, 2006 Interest Rate:

Monthly Initial Principal:
Monthly Payment Amount:

Actual No. Balloon:

In Arrears Amortization Method:
Payment Interest Interest

Amount Amount Rate/Yr. Principal

0.00 0.00 0.000 0.00

10653.31 6316.78 8.750 4336.53
10653.31 6081.83 8.750 4571.48
10653.31 6250.58 8.750 4402.73
10653.31 6017.29 8.750 4636.02
10653.31 6183.41 8.750 4469, 90
10653.31 6150.19 g.750 4503.12
10653.31 5524.79 8.750 5128.52
10653.31 6078.61 8.750 4574.,69
10653.31 5849.63 8.750 4803.68
10653.31 ©008.92 8.750 4644.39
10653.31 5781.68 8.750 4871.63
10653.31 5938.20 8.750 4715.11
10653.31 5903.16 8.750 4750.15
10653.31 5678.57 8.750 4974.73
10653.31 5830.89 8.750 4822.42
10653.31 5608.11 8.750 5045.19
10653.31 5741.83 8.750 4911.48
10653.31 5705.43 8.750 4947 .88
10653.31 5303.03 8.750 5350.28
10653.31 5629.11 8.750 5024.20
10653.31 5411.49 8.750 5241.82
10653.31 5553.02 8.750 5100.23
10653.31 5337.31 8.750 5315.,99%
10653.31 5475.82 8.750 . 5177.48
10653.31 5437.45 8.750 5215.85
10653.31 5224.64 8.750 5428.66
10653.31 5358.56 8.750 5294.74
10653.31 5147.73 8.750 5505.57
10653.31 5292.98 8.750 5360.32
10653.31 5253.15 8.750 5400.16
10653.31 4708.53 8.750 5944.78

Aug 1, 2016
120

8.750%
$850000.00
$10653.31
$0.00

Simple Int.

Balance

850000.00
845663.47
841091.99
836689.27
832053.25
827583.35
823080.24
817951.71
813377.02
808573.34
803928.9¢
799057.33
794342.22
789592.08
-~ 784617.34
779794.93
774749.73
769838.25
764890.37
759540.10
754515.90
749274.08
744173.79
738857.80
733680.32
728464.46
723035.80
717741.06
712235.48
706875.16
701475.00
695530.22



Payment Interest Interest

No. Date Amount Amount Rate/Yr. Principal Balance
32 Apr 1, 2009 10653.31 5168.84 8.750 5484 .47 690045.76
33 May 1, 2009 10653.31 4962.66 B.750 5690.65 ©684355.11
34 Jun 1, 2009 10653.31 5085.79 8.750 5567.52 678787.59
35 Jul 1, 2009 10653.31 4881.69 8.750 5771.61 ©673015.98
36 Aug 1, 2009 10653.31 5001.52 8.750 5651.78 ©667364.19
37 Sep 1, 2009 10653.31 4959.52 8.750 5693.78 661670.41
38 Oct 1, 2009 10653, 31 4758.59 8.750 5884.72 655775.69
39 Nov 1, 2009 10653.31 4873.40 8.750 5779.91 649995.78
40 Dec 1, 2009 10653.31 4674.63 8.750 5978.68 644017.10
41 Jan 1, 2010 10653.31 4786.02 8.750 5867.29 ©38149.82
42 Feb 1, 2010 10653.31 4742 .41 8.750 5910.89 632238,92
43 Mar 1, 2010 10653.31 4243.80 8,750 0409.51 625829.41
44 Apr 1, 2010 10653.31 4650.86 8.750 6C002.45 619826.9¢
45 May 1, 2010 10653.31 4457.66 8.750 £195.65 613631.31
46 Jun 1, 2010 10653.31 4560.21 8.750 6093.10 607538.21
47 Jul 1, 2010 10653.31 4369,28 8.750 ©284.02 601254.19
48 ~ug 1, 2010 10653.31 4468.22 8.750 6185.08 595069.11
49 Sep 1, 2010 10653.31 4422.26 8.750 6231.05 588838.0¢
50 Oct 1, 2010 10653.31 4234.79 8.750 €418.51 582419.55
51 Nov 1, 2010 10653.31 4328.25 8.750 €325.05 576094.50
52 Dec 1, 2010 10653.31 4143.15 8.750 ©510.1¢ 569584 .32
53 Jan 1, 2011 10653.31 4232.87 8.750 6420.44 563163.90
54 Feb 1, 2011 10653.31 4185.16 8.750 6468.15 556695.75
55 Mar 1, 2011 10653.31 3736.72 8.750 6916.58 549779.17
56 Apr 1, 201t 10653.31 4085.69 8.750 6567.62 543211.55
57 May 1, 2011 10653.31 39806.66 8.750 6746.65 536464.90
58 Jun 1, 201l 10653.31 3986.74 8.750 6666.50 529798. 34
59 Jul 1, 2011 10653.31 3810.19 8.750 ©843.11 522855,22
¢0 Aug 1, 2011 10653.31 3886.35 8.750 6766.90 516188.2¢6
61 Sep 1, 2011 10653.31 3836.06 8.750 6817.25 508371.01
62 Oct 1, 2011 10653.31 3663.28 8.750 6990.02 502380.99
63 Nov 1, 2011 10653.31 3733.45 8.750 £919.8¢ 495461.13
64 Dec 1, 2011 10653.31 3563.25 8.750 7090.06 488371.07
65 Jan 1, 2012 10653.31 3619.,42 8.750 7033.89 481337.18
66 Feb 1, 2012 10653.31 3567.29 8.750 T7086.02 474251.16
67 Mar 1, 2012 10653.31 3288.01 8.750 7365.29 466885.87
68 Apr 1, 2012 10653.31 3460.19 8.750 7193.12 459¢92.75
€9 May 1, 2012 10653.31 3296.98 8.750 7356.33 452336.42
70 Jun 1, 2012 10653.31 3352.36 8.750 7300.95 445035.47
71 Juli 1, 2012 10653.31 3191.85 8.750 7461.45 437574.,01
72 Aug 1, 2012 10653.31 3242.95 8.750 7410.36 430163.66
73 Sep 1, 2012 10653.31 3188.03 B.750 7465.28 422698. 38
74 Oct 1, 2012 10653.31 3031.65 8.750 7621.66 415076.72
75 Nov 1, 2012 10653.31 3076.22 8.750 7577.09 407499 .63
76 bec 1, 2012 10653.31 2922.64 8.750 7730.67 399768, 97
77 Jan 1, 2013 i0653.31 2970.89 8.750 7682.42 3%2086.55
78 Feb 1, 2013 10653.31 2913.79 g8.750 7739.51 384347.03
79 Mar 1, 2013 10653.,31 2579.86 8.750 8073.44 376273.59
80 Apr 1, 2013 10653.31 2796.28 g.750 7857.03 368416.56



Paymeﬁ% Interest Interest

No. Date Amount Amount Rate/Yr. Principal Balance
81 May 1, 2013 10653.31 2649.57 8.750 8003.74 360412.83
82 Jun 1, 2013 10653.31 2678.41 g.750 7974.90 352437.93
83 Jul 1, 2013 10653.31 2534.66 8.750 8118.65 344319.28
84 Aug 1, 2013 10653.31 2558.81 8.750 8094.50 336224.79
85 Sep 1, 2013 10653.31 2498.66 8.750 8154.65 328070.14
86 Oct 1, 2013 10653.31 2359.41 8.750 8293.90 319776.24
87 Nov 1, 2013 10653.31 2376.42 » 8.750 8276.89 31149%.35
88 Dec 1, 2013 10653, 31 2240.24 8.750 8413.07 303086.28
89 Jan 1, 2014 10653.31 2252.39 8.750 8400.92 294¢85.3¢6
90 Feb 1, 2014 10653.31 2189.96 8.750 8463.35 286222.01
91 Mar 1, 2014 10653.31 1821.22 8.750 8732.09 277489.,92
92 Apr 1, 2014 10653.31 2002.17 g.750 8591.14 268898.78
93 May 1, 2014 10653.31 1933.8¢6 8.750 8719.45 260179, 34
94 Jun 1, 2014 10653.31 1933.52 8.750 8719.78 251459.55
95 Jul 1, 2014 10653.31 1808.44 8.750 8844,86 242614.69
9¢ Aug 1, 2014 10653.31 1802.99 8.750 8850.31 233764.38
97 Sep 1, 2014 10653.31 1737.22 8.750 8916.08 224848.29
98 Oct 1, 2014 10653.31 1617.06 8.750 9036.25 215812.04
9% Nov 1, 2014 10653.31 1603.81 8.750 9049.50 206762.55

100 Dec 1, 2014 10653.31 1486.99 8.750 89166.32 197596.23

101 Jan 1, 2015 10653.31 1468.44 8.750 5184.87 188411.36

102 Feb 1, 2015 10653.31 1400.18 8.750 §253.13 179158.24

103 Mar 1, 2015 10653.31 1202.57 8.750 9450.714 169707.50

104 Apr 1, 2015 10653.31 1261.18 8.750 9392.12 160315.37

105 May 1, 2015 10653.31 1152.95 8.750 9500.35 150815.02

106 Jun 1, 2015 10653.31 1120.78 8.750 9532.52 141282.50

107 Jul 1, 2015 10653.31 1016.07 8.750 9637.23 131645.26

108 Aug 1, 2015 10653.31 978.32 ° B8.750 9674.98 121970.28

109 Sep 1, 2015 10653.31 906.42 8.750 9746.88 112223.39

110 Oct 1, 2015 10653.31 807.09 8.750 9846.22 102377.17

111 Nov 1, 2015 10653.31 760.82 8.750 9892.49 92484 .68

112 Dec 1, 2015 10653.31 665.13 8.750 9988.18 ~ 8249%96.51

113 Jan 1, 2016 10653.31 611.40 8.750 10041.91 72454.60

114 Feb 1, 2016 10653.31 536.98 8.750 1011e6.33 ©2338.27

115 Mar 1, 2016 10653.31 432.19 8.750 10221.11 52117.16

116 Apr 1, 2016 16653.31 386.25 8.750 10267.06 41850.10

117 May 1, 2010 10653.31 300.15 8.750 10353.15 31496.95

118 Jun 1, 2016 10653.31 233.43 8.750 1C419.88 21077.07

119 Jul 1, 2016 10653.31 151.17 8.750 10502.14 10574.93

120 Aug 1, 2016 10653.31 78.37 8.750 10574.93 0.00

_3....



| Exhibit F

Cost of Installing Nine (9) 220 v. power plugs for locomotives
with Hot Start Heater features to operate from

Assumes a 10 year payoff, at 8.75% per year
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Amortizati

Loan or Annuity Variables:

Start Date:

Start Payment
Start Interes
Payment Freq.

t:

Compound Ffreq.:

Days in Mo./Y
Payment Mode:

No. Date
Aug
Sep
Oct
Nov
Dec
Jan
Feb
Mar
Apr
May
Jun
Jul
Aug
Sep
Oct
Nov
Dec
Jan
Feb
Mar
Apr
May
Jun
23 Jul
Aug
Sep
Oct
Nov
Dec
Jan
Feb
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r.:

2006
2006
2006
2006
2006
2007
2007
2007
2007
2007
2007
2007
2007
2007
2007
2007
2007
2008
2008
2008
2008
2008
2008
2008
2008
2008
2008
2008
2008
2009
2009
2009

2006
2006
2006

Aug 1,
Aug 1,
Adug 1,
Monthly
Monthly
Actual No.
In Arrears

Payment
Amount

0.00
1253.33
1253.33
1253.33
1253.33
1253.33
1253.33
1253.33
1253.33
1253.33
1253.33
1253.33
1253.33
1253.33
1253.33
1253.33
1253.33
1253.33
1253.33
1253.33
1253.33
1253.33
1253.33
1253.33
1253.33
1253.33
1253.33
1253.33
1253.33
1253.33
1253.33
1253.33

t Vision

on Schedule

End Date:

No. of Payments:

Interest Rate:

Initial Principal:
Payment Amount:

Balloon:

Amortization Method:

Interest Interest

Bmount Rate/Yr.

0.00
743.15
715.51
735.36
707.92
727.46
723.55
649.97
715.13
688.19
706.93
680.20
698.61
694.49
668.07
685.99
659.78
675.51
671.23
623.89
662.25
636.65
653.30
627.92
644.21
639.70
614.66
630.42
605.62
622.70
618.02
553.94

DOV ODODODOMOELODODNOODOOCROODILCODODODOEO0DO0DO

.000
. 750
. 750
. 750
. 750
. 150
. 150
. 750
.750
.750
. 750
. 150
. 750
.750
. 750
. 750
.750
.750
. 750
.750
.750
. 750
. 150
. 750
.750
.750
.750
.750
.750
. 750
.750
. 750

Principal

0
510

517

554

.00
.18
537.
.97
545.
525,
529.
603.
538.
565.
546.
573.
.72
558.
585.
567.
593.
577.
582.
629.
591.
616.
600.
625.
609.
613.
638.
622.
647.
630.
635.
699.

82

41
87
78
36
20
14
40
13

B4
26
34
55
82
10
44
08
68
03
41
12
63
67
91
71
63
31
39

Aug 1, 2016
120

8.750%
$100000.00
$1253.33
$0.00

Simple Int.

Balance

100000.
99489.
98952.
98434.
97888.
97362.
96832.
96229.
95691.
95126.
94579,
94006.
93452.
92893.
92307.
91740.
91147.
90569.
89987.
89357.
88766.
88149.
87549.
86924.
86315.
85701.
85063.
84440.
83792.
831e61.
82526.
81827.

00
82
00
03
62
75
97
61
41
28
88
T4
03
19
92
58
03
21
10
66
58
89
86
45
33
70
04
12
41
78
47
0%



No.

32
33
34
35
36
37
38
39
40
41
42
43
44
45
46
47
48
49
50
51
52
53
54
55
56
57
58
59
60
61
62
63
64
65
66
67
68
69
70
71
72
73
74
75
76
77
78
79
80

Apr
May
Jun
Jul
Aug
Sep
Oct
Nov
Dec
Jan
Feb
Mar
Apr
May
Jun
Jul
Aug
Sep
Oct
Nov
Dec
Jan
Feb
Mar
Apr
May
Jun
Jul
Aug
Sep
Oct
Novw
Dec
Jan
Feb
Mar
Apr
May
Jun
Jul
Aug
Sep
Oct
Nov
Dec
Jan
Feb
Mar
Apr

Date
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2009
2009
2009
2009
2009
2009
2009
2009
2009
2010
2010
2010
2010
2010
2010
2010
2010
2010
2010
2010
2010
2011
2011

2011

2011
2011
2011
2011
2011
2011
2011
2011
2011
2012
2012
2012
2012
2012
2012
2012
2012
2012
2012
2012
2012
2013
2013
2013
2013

Payment
Amount

1253.
1253.
1253.
1253.
1253.
1253.
1253.
1253.
1253.
1253.
1253.
1253.
1253.
1253.
1253.
1253.
1253.
1253.
1253.
1253,
1253.
1253.
1253.
1253.
1253.
1253.
1253.
1253.
1253.
1253.
1253.
1253.
1253.
1253.
1253.
1253.
1253.
1253,
1253.

1253

1253.
1253.
1253.
1253.
1253.
1253.
1253.
1253.
1253.

33
33
33
33
33
33
33
33
33
33
33
33
33
33
33
33
33
33
33
33
33
33
33
33
33
33
33
33
33
33
33
33
33
33
33
33
33
33
33
33
33
33
33
33
33
33
33
33
33

Interest Interest
Amount Rate/Yr.

608.
583.
598.
574.
588.
583.
559.
573.
549,
563.
557.
499.
547.
524.
536.
514,
525.
520.
498.
509
487.
497,
492.
439.
480.
459,
469.
448.
457.
451,
430.
439.
419.
425,
4109.
386.
407.
387.
394.
375.
381.
375.
356.
361.
343.
349.
342,
303.
328.

-o-

10
84
33
32
41
47
83
34
96
06
93
27
16
43
49
03
67
27
21

.21

43
98
37
61
67
61
03
26
22
30
917
23
21
81
68
82
08
88
39
51
52
06
66
91
84
52
80
51
97

WM ECOODOLOODWOODAODOWODODOOOOECOCCOOCCNOOOMOMAMOCOAWAOMBECOOCOEODES 0 0 D

.750
. 750
. 150
. 150
. 750
. 750
. 150
. 750
. 750
.750
. 750
.750
. 750
. 150
. 150
. 750
. 750
. 750
.750
. 750
.750
. 150
.750
.750
. 750
. 750
.750
.750
. 750
. 750
L7590
. 750
.750
.750
. 750
. 750
.750
.750
.750
.750
. 150
.750
.150
. 750
. 750
.150
.750
. 150
.750

Principal

645

.23
669.
655.
©79.
664.
669.
693.
©679.
703.
690.
695.
754,
706,
128.
716.
739.
127.
733.
755.
744.
765.
755.
760.
g813.
172.
793.
784.
8C5.
796.
go2.
822.
814.
834.
827.
833.
8€6.
846.
865.
858.
877.
871.
g78.
896.
891.
909.
903.
910.
949.
924.

49
00
01
92
86
50
99
37
27
40
06
17
90
84
30
€6
Ce
12
12
90
35
96
72
66
12
30
07
11
03
36
10
12
52
65
51
25
45
94
82
81
27
67
42
49
81
53
82
36

Balance

81181.
80512.
79857.
79178.
78513,
77843.
77150.
76470.
75766.
75076.
74381.
73626.
72920,
72191.
71475.
70735.
70008.
69275.
68519.
67775.
67009.
66254.
65493,
64679.
63907.
63113.
62329.
61524.
60728.
59926.
59103.
58289.
57455.
56627.
55794,
54927.
54081.
53216.
52357.
51479.
50607.
49729.
48832.
47941.
.64
16127.
45217.
44267.
43343,

47031

85
37
36
35
43
58
08
09
12
45
05
99
82
92
08
79
13
07
95
82
92
58
62
90
24
52
22
14
03
00
65
54
42
90
25
75
50
05
11
30
49
22
56
13

83
30
48
13



No.

81
82
83
84
85
B6
87
88
89
90
91
92
93
94
95
96
97
98
99
100
101
102
103
104
105
106
107
108
109
110
111
112
113
114
115
116
117
118
119
120

May
Jun
Jul
Aug
Sep
Ooct
Nov
Dec
Jan
Feb
Mar
Apr
May
Jun
Jul
Aug
Sep
Qct
Nov
Dec
Jan
Feb
Mar
Apr
May
Jun
Jul
Aug
Sep
Cct
Nov
Dec
Jan
Feb
Mar
Apr
May
Jun
Jul
Aug

Date
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2013
2013
2013
2013
2013
2013
2013
2013
2014
2014
2014
2014

2014

2014
2014
2014
2014
2014
2014
2014
2015
2015
2015
2015
2015
2015
2015
2015
2015
2015
2015
2015
2016
2016
2016
2016
2016
2016
2016
2016

Payment
Amount

1253.33
1253.33
1253.33
1253.33
1253.33
1253.33
1253.33
1253.33
1253.33
1253.33
1253.33
1253.33
1253.33
1253.33
1253.33
1253.33
1253.33
1253.33
1253.33
1253.33
1253.33
1253.33
1253.33
1253.33
1253.33
1253.33
1253.33
1253.33
1253.33
1253.33
1253.33
1253.33
1253.33
1253.33
1253.33
1253.33
1253.33
125333
1253.33
1253.33

Interest Interest
Amount Rate/Yr.

311.71
315.11
298.19
301.04
293.96
277.58
279.58
263.56
264.99
257.64
226.03
242.61
227.51
227.47
212.76
212.12
204,38
190.24
188.68
174.94
172.76
164.73
141.48
148 .37
135.64
131.86
119.54
115.10
106. 64
94.95
89.51
78.25
71.93
63.17
50.85
45.44
35.31
27.46
17.78
9.22

DLV OLXL DWW DDOWLODDDODOLDODOODOCLDDEDODOEOEOEODWDWO®DD D

.750
.750
. 750
.150
. 750
.750
.750
. 750
.750
. 750
.750
. 750
. 150
.750
.750
. 750
.750
. 750
. 150
.150
. 750
.750
. 750
.750
. 750
. 750
. 150
. 750
. 750
.750
.750
.750
. 750
. 750
. 750
. 750
.750
. 750
.750
. 150

Principal

941.
938.
955.
952.
959.
975.
973.
989.
988.
995.
1027.
1010.
1025.
1025.
1040.
1041.
1048.
1063.
1064.
1078.
1080.
1088.
1111.
1104.
1117,
1121.
1133.
.23

1138

1146.
1158.
1163.
1175.
1181.
1190.
1202.
1207.
1218.
1225.
1235.
1244.

62
22
14
239
37
75
75
17
34
69
30
12
82
B6
57
21
95
09
65
39
57
60
85
96
69
47
79

69
38
82
08
40
16
48
89
02
87
55
11

Balance

42401
41463
40508
39555
38596

37620.
36646.
35657.
34668.

33673

32645.
31635.
306009.
29583.
28542,
27501.
26452,
25389.
24325.
23246,

22166

21077.
19965.

18860

17742.

16621

15487,
14349.
13202.
12044.
10880.

9705.

8524

7333.

6131

4923,
3705.
2475,
1244,

Q.

.51
.29
.15
.86
.49
73
98
21
87
.18
87
15
33
48
90
69
74
65
01
62
.04
44
558
.63
94
.47
68
44
75
37
55
47
.07
91
.43
54
52
66
11
00



Exhibit G

Cost of Financing One - Mother — slug renovation to conserve fuel, based on
assumption that two locomotives are already available to be so converted...

For certain applications, such as yard switching, or higher road speeds, a regular unit is
“gutted “ of its prime mover (engine) and all other equipment, such as radiators, air
compressors, etc., that are used for the locomotive. Just traction motors and traction
motor blowers (and in some cases the cab controls, for either end operation when safety
dictates it), are kept. Cement is poured in the frame and/or fuel tank to restore the weight
taken away by removal of the other materials mentioned above, to retain weight for
tractive effort.

The main generator in the “mother unit” is replaced with a higher out put generator with
additional connections, and electrical wiring is run all through all control systems to in
essence, provide all power and control commands to the slug unit. New and different
control (computer) cards replace the ones which operated the unit as a single, non mother
type with new cards that are designed and wired for control of the slug..

Finally, the unit is tested and debugged. This saves the need for one additional unit in
many applications but the cost, $310,000, is a capital cost per conversaion of yhou already
have the locomotive units to do this and double that cost to purchase second hand power
if you do not, or, about $620,000...

bed



And, there is this apphcanon on the Minnesota Commercial, where the railroad’s own
shops have undertaken a “Mother — slug” program to cut fuel consumptlon and emissions”
from atwo unit, 4000 hp. Diesel, in half, by modifying and increasing the electrical
capacity on the mother unit (in this case, the 313) which in turn provides electrical power -
to not orly the electric traction motors on the “mother”, but, also to the Slug , behind,
which has been rebuilt from a frame of a diesel — electric locomotive..

A mother slug unit provides twice the horsepower, normally, of one

locomotive, but saves the fuel, the emissions, and, costs of a fuel
second locomotive. Sadly, there are no tax incentives for railroads
to build these kinds of units and they have limited applications on
larger railroads.

But, this is an example of where a lot of "capital" goes to save
fuel and must be recovered. A directly related surcharge that would
apply to fuel consumed for a particular movement would not be
recoverable, and, in fact, counter productive , while clearly, our
nation's best interest in energy and fuel comservation are in more
and more of this kind of innovation.



1/4/80

Loan Amortization Schedule
Loan Amortized at 8 3/4%

Payment Payment Principal
Date Number Amount Principal Interest Balance
~ Opening Balance 310,000.00
91/06 1 3,885.13 1,624.71 226042 308,375.29
1011 /06 2 3,885.13 1,636.56 2248 57 306,738.73
11/1/06 3 388513 1,648.49 2,236.64 305,080.24
121106 4 3,885.13 1,660.51 222462 303,429.73
1107 5 3,885.13 167262 221251 301,757.11
2107 6 3,885.13 1,684.82 2,200.31 300,072.29
N7 7 3,885.13 1,697.10 2,188.03 298,375.19
41107 8 3,885.13 1,709.48 2,175.65 2596,665.71
5M07 9 3,885.13 1,721.94 2,163.19 28494377
6M/07 10 3,885.13 1,734.50 2,150.63 203,208.27
7HI07 11 3,885.13 1,747.15 2,137.98 201,46212
8M107 12 388513 1,759.89 2,125.24 289,702.23
STy 13 388513 177272 2,112.41 287,929.51
10/1/07 14 3.885.13 1,785.64 2,089.49 286,143.87
1MNO7 15 3,885.13 1,798.66 2,086.47 28434521
121107 16 3,885.13 1,811.78 2,073.35 282,533.43
11/08 17 3,885.13 1,824.99 2,060.14 280,708.44
2/1/08 18 3,885.13 1,838.30 2,046.83 278,870.14
3/1/08 19 3,885.13 1,851.70 203343 277,018.44
4/1/08 20 3.885.13 1,865.20 2,019.93 275,153.24
5/1/08 21 3,885.13 1,878.80 2,006.33 273,274.44
671108 22 3.885.13 1,892.50 1,992.63 271,381.94
7HI08 23 3,885.13 1,906.30 1,978.83 269.475.64
8M/08 24 3,885.13 1,920.20 1,964.93 267 555.44
9f1/08 25 3,885.13 1,834.20 1,950.93 265,621.24
10/1/08 26 3,885.13 1,.948,31 1,936.82 263,672.93
111/08 27 3,885.13 1,962.51 192262 261,710.42
121108 28 3,885.13 1,976.82 1,908.31 259,733.60
111/09 29 3,885.13 1,991.24 1,893.89 257,742.368
21109 30 3,885.13 2,005.76 187937 255,736.60
3M1/09 Ky 3,885.13 2,020.38 1,864.75 253,716.22
411/09 32 388513 203512 1,850.01 251,681.10
5M1/09 33 388513 2,049.96 1,83517 249,631.14
6M/09 34 3,885.13 2,064 .90 1,820.23 247 568,24
71109 35 3,885.13 207996 1,805.17 245 .486.28
8/1/09 36 3,885.13 2,095.13 1,790.00 243,391.15
oMi09 7 3,885.13 2,110.40 1,774.73 241,280.75
10M1/09 38 3,885.13 212579 1,759.34 239,154.96
11A/09 39 3,885.13 2,141.29 1,743.84 237,013867
12/1/09 40 3,885.13 2,156,91 1,728.22 234 856.76
11110 41 3,885.13 217263 1,712.50 23268413
2110 42 3,885.13 2,188.47 1,696.66 230,495.66
3MNno 43 3,885.13 2,204.43 1,680.70 228291.23
4110 44 3,885.13 2,220.51 1,664.62 226,070.72
5110 45 3,88513 2,236.70 1,648.43 223,834.02
61/10 46 3,885.13 2,253.01 1,632.12 221,581.01
Féatile! 47 388513 2,269.44 1,615.69 219,311.57
8110 48 3,885.13 2,285.98 1,599.15 217,025.59
oMMo 49 3,88513 230265 1,582.48 214,722.94
101110 50 3,885.13 2319.44 1,565.69 212,403.50
11110 51 3,885.13 2,336.35 1,548.78 210,087.15
12MH10 52 3,885.13 2,353.39 1,5631.74 207,713.76
1111 83 3.885.13 237055 1,514.58 205,343.21
2111 54 3,885.13 2.387.84 1,497.29 202,955.37
3M1M1 55 3,885.13 2,405.25 1,479.88 200,550.12
41111 56 3,885.13 242279 1,462.34 198,127.33
51111 57 3,885.13 2,440.45 1,444.68 195,686.88
6MM1 58 3,885.13 2,458.25 1,426.88 193,228.63
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1/4/80

Loan Am'qrtlzhtiori Schedule -

Loan Amiortized at 8 3/4%
Payment Payment Princlpal
Date Number Amount Principat Interest Balance
rZalal] 59 388513 2476.17 1,408.96 190,752.46
81111 60 3,885.13 2,494.23 1,390.90 188,258.23
9111 61 388513 251241 137272 185,745.82
1oM/M11 62 388513 2530.73 1,354.40 183,215.09
11111 83 388513 254519 1,335.94 180,665.90
12111 64 3,885.13 2567.77 1,317.36 178,088.13
11112 65 | 3,885.13 2,586.50 1,288.83 175,511.63
2112 66 3,885.13 2,605.36 1,.278.77 172,906.27
Innz 67 3,885.13 2,624.36 126077 170,281.91
M2 68 3,885.13 2,643.49 1,241 .64 167,638.42
51112 69 3,885.13 266277 1,222.36 164,975.65
6/1/12 70 3,885.13 2,682.18 1,202.95 162,293.47
712 71 3,885.13 2,701.74 1,183.39 159,591.73
B/1/12 72 388513 2721.44 1,163.69 156,870.29
oMnz 73 3,885.13 2,741.28 1,143.85 154,129.01
101112 74 3,885.13 2761.27 1,123.86 151,367.74
111112 75 3,885.13 2,781.41 1,103.72 148,586.33
1211112 76 3,885.13 2,801.68 1,083.44 145,784.64
11113 7 388513 282212 1,063.01 142,962.52
2113 78 3,88513 2,842.69 1,042 44 140,119.83
3MNM3 79 388513 2,863.42 1,021.71 137,256.41
4113 80 388513 2,884.30 1,000.83 134,372.11
SMNM3 81 3,885.13 2,805.33 979.80 131,466.78
813 82 3,8856.13 292652 958.61 128,540.26
THA3 a3 3,885.13 2,947 86 Q727 125,5692.40
8MNM3 84 3,885.13 2,969.35 915.78 122,623.05
o3 a5 3,885.13 2,991.00 89413 119,632.05
1071113 86 3,885.13 3,012.81 87232 116,619.24
11113 87 3,885.13 3,034.78 850,35 113,584.46
121113 88 3,885.13 3,056.91 828.22 110,527 .55
11/14 89 3,885,113 3,079.20 805.93 107,448.35
21114 90 3,885.13 3101.85 78348 104,346.70
3114 o1 3,885.13 312427 760.86 101,222 43
4/11/14 92 3,885.13 3,147.05 738.08 98,075.38
51114 93 3,885.13 3,170.00 71513 94,905.38
6/114 94 3,885.13 3,193.11 69202 91,712.27
TThn4 95 3,885.13 3,216.39 668.74 88,495.88
8114 85 388513 3239085 54528 85,256.03
81114 o7 3,885.13 3,263.47 621.66 81,99256
101114 98 388513 3,287.27 597.86 78,705.29
11114 89 3,885.13 3,311.24 573.89 75,394.05
1211/14 100 3,885.13 3,335.38 54975 72,058.67
1115 101 3,885.13 3,359.70 52543 68,658.97
21115 102 3,885.13 3,384.20 500.93 65,314.77
3115 103 3,885.13 3,408.88 476.25 61,905.89
411115 104 3,885.13 3,433.73 451.40 58,472.16
5115 105 3,885.13 345877 426.36 55,013.39
6115 106 3,885.13 3,483.99 401.14 51,529.40
Fatils 107 3,885.13 3,509.39 375.74 48,020.01
8MNM5 108 3,885.13 3,534.98 350.15 44 485,03
2MNns 102 3,885.13 3,560.76 32437 40,924.27
10115 110 388513 358872 238.41 3733755
MMMS 111 3,885.13 361288 27225 33,724.67
12118 112 3,885.13 3,638.22 24591 30,085.45
11H18 113 3,885.13 3,665.76 219.37 26,419.69
211M6 114 3,885.13 3,692.49 192,64 2272720
3anns 115 3,885.13 3,719.41 165.72 19,007.79
LY Fals] 116 3,885.13 3,746.53 138.60 15,261.26
5116 117 3,885.13 377385 111.28 11,487.41
6116 118 3,885.13 3,801.37 83.76 7,686.04
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1/4/80

Loan Amortization Schedule

Loan Amortized at 8 3/4%
Payment Payment Principal
Date Number Amount Principal Interest Balance
rialals 119 388513 3,829.09 56.04 3,856.95
8rMnMne 120 3,885.07 3,856.95 28.12 0.00
GRAND TOTAL 466,215.54 310,000.00 156,215.54 0.00




Exhibit H

Trucks Consume by far more fuel than any other mode of transport,

In the summer of 2006, diesel fuel has shown the worst price volatility
in history, and, trends indicate that truckers, who pay the road taxes,
could be facing $3.50 a gallon diesel fuel soon.

The attached articles from Transport Topics and other timely periodicals

also note that the new 2007 EPA compliant trucks will be getting at least
5% less fuel efficiency, that there may not be any #1 diesel to blend in

winter months to prevent fuel gelling and proper burn in truck engines.

#1 Diesel is also used by railroads in colder climates to blend with
#2 diesél for the same purpose; Additives to put in diesel fuel, which
ig going to be a new low sulphur blend as of OCtober-1l, 2006, to meet
other EPA regulations, will also produce about 5% less in terms of
miles per gallon, which is going to further increase truck and railroad
diesel fuel as well as jet fuel for airlines.

Articles following the chart discuss all these wvariables.:and huge
volatility, Finally, behind those articles, are examples of several fuel
charges (surcharges over base truck rates) charged in August of 2006,

For example, ABF has posted a truck load fuel surcharge (under TL column)
of 41.4% of the hase rate, another national index shows a fuel surcharge
right now at current fuel levels of just over $3.03 per gallon at 127 of
base rates, but, overall, in the #ndustry, the fuel surcharge, either on
a per mile per gallon basis or percentage basis, is about 24%,

The last part of this exhibit is Minnesota Commercial Railway's Commercial
Transload of Minnesota truckilines tariff, showing , for example, our current
fuel surcharge at 36.8 cents per mile in addition to the average mileage
rates we charge in the $1.05 per mile category. The shorter the hauling
distance, the higher fuel surcharges usually must be due to the fact that
fuel efficiency increases in trucks, as in autos, and locomotives, as well,
on longer hauls at sustained higher speeds with less stop and start, CIM's
fuel surcharge is representative of many in the midwest who do shorter
bauls and right now is ahout 34% of the rate, Without these adjustments,
CTM would net he profitahle. Customers generally gladly pay these JUST TO
Get trucks. Trucklines who cannot collect such surcharges are going out

of business, left and right,.

These surcharge levels are far higher than any in the rail industry, and,
yet, shippers pay them as a cost of doing business because they realize
eyeryone has to make money and also, earn their cost of capital to replenish
equipment. A new tandem axle sleeper cab today runs at least $120,000, and,
a two ox three year old one, with half a million miles on it, about less

(by a small amount) than half this cost,
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Diesel Price Jumps 7.5 Cents to $3.055 a Gallon

Dilesel fuel's average national price jumped 7.5 cents a gallon Monday to $3.055, the Department of Energy reported.
Click here for more.
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Updsted on 8/8/2006 - 9:30:00 AM EST

DOE Boosts Price Projections for Diesel,
Gas, Crude

Outlook Is Lower Than Current Prices

Click here to write a Letter to the Editor.

Summer 2006 retail diesel fuel prices are expected to average $2.91 per
gallon, 50 cents higher than last year's average of $2.41 per galion, the
Department of Energy said Tuesday.

The forecast — part of the monthly short-terr energy outlook

issued by DOE's Energy information Administration — also $
said that regular gasoline would average $2.92 this summer, ’
55 cents over last year's average. s

Gasoline was projected to average $2.72 per for the full year
and $2.67 next year.

On Monday, DOE’s latest weekly survey showed the national average for
diesel at $3.055 and for gasoline at $3.038.

The all-time records, set following last summer's hurricanes, were $3.069 for
gascline on Sept. 5 and $3.157 for diesel on Oct. 24.

For 2008 and 2007, crude oil spot prices are projected to average about $70 a
barrel, which is lower than the current price in the low to mid-$70s.

DOE's previous projected crude oil price for this year and next was $69 a
barrel.

By Transport Topics

8/9/2006
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Truckline: Fuel Price Crisis '-L:f . oo o o Page 1 of 2

Np—— '
. AiR
ANERIDA : ‘
TRUGKINO HOME | ABOUT ATA | PUBLIC AFFAIRS | ECONOMICS | INDUSTRY CALENDAR | PUBLICATIONS
ABBOCGIATIONS
l |LEGISLA11VE REGULATORY  FEDERATION RELATIONS PRIORITY POLICY ISSUES
ATA 'National Fuel Price Crisis Watch
Membership
03 N . a - ] .
The American Trucking Associations is deeply concerned about the impact of diesel price increases
I on the motor carrier industry and on our national economy. In the face of continuing and dramatic n
increases in fuei prices, ATA is working to find solutions to this national crisis by ensuring that .
trucking - the backbone of the American economy — does not break. We need to hear, first hand,
l from you about the fuel probiems you are facing and how you are coping with the impact of rising .
fuel costs on your business. We know that high fuel prices are affecung you and we want Congress
to understand it as well. Your story Is important. .
. By putting a face on this problem, ATA can better address the issue and work toward a solution. By .
‘ presenting your story to Congress and the media, they can begin to see how trucking operations are
reacting and what they might expect to see from the industry moving forward. Help us take action .
' and put a face on the national fuel price crisis. E-mail your company's story to ATA's National
Fuel Price Crisis Watch at fuelcrisis@trucking.org. .
I Regional and National Fuel Price Averages .
East  New Central Lower .. Guif  Rocky  West . L .
Coast England Atlantic Atlantic Midwest Coast Mts. Coast Calif.  National
l 2958 2.991 3.030 2.924 2.988 2.925 3.052 3.066 3.093 2980 .
l [ ATA COMMUNICATIONS b § ACTION ) .
Trucking Marks Another Step in e ATA Requests that EIA Publish Fuel .
Environmental Improvements Prices on a Biweekly Basis
' May 30, 2006 e Email your fuel concemns to ATA. -
News Release: Trucking Industry Fuel Bill [ ]
Approaches $100 Billion .
l . Hational Retail Avg. . .
ATA Revises Diesel Fuel Costs For 2006 s Qi 10 -1y N, 2%
Apr. 25, 2006 - . _
' 30 e —_—
ATA Hosts News Briefing on Changing é e - :'J' \ ~— P~ A
Diesel Fuet Market 2 s — fo Y (]
Apr. 25, 2006 e "N .
l 120 N : —
ATA Disappointed Over Senate Decision to T 3 . s
Back Arctic Drifling Filibuster YIS aws THE BNS THG e VI .
' Dec. 21, 2005 I——mumugl
ATA Revises Diesel Fuel Costs Estimates .
I for 2004 and 2005
Dec. 15, 2005 . |

I http://www.truckline.com/fuelpricecrisis 8/7/2006



Fuel Surcharges

Site Map | Search:

hftp://www.abfs.com/resourcc/fuelsurcharge.asp?bhcp=1

Page 2 of 2

Dollars per Gallon
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180
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1.40
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Weekly U.S Retall On-Highway Diessl Prices

201 612004

41 6/2004 -

64 672004 1
8M 672004 -

10/ 672004 -

121672004 1

21 6/2005 -

411612005 -

612005
81672005 -
10/M6/2005 -
121 6/2005 -
2M6/2006 4
44 6/2006 -

641

Source: Energy Information Administration

Search

August 7, 2006

Copyright_©_1995-2006 ABF Frejght S
All Rights Reserved | Terms of Use | P
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Fuel Surcharges Page 1 of 2

Resource Centerl 17 hetp i contacts i-isuggestion =g

To use the advanced features of ABF.com -> Logon | Register | Benefits

c Is All Tool
ecenter Too's *"  Based upon the current U.S. National Average Diesel Fuef Index, ABF's fuel

now applicable. The current ABF LTL fuel surcharge is 20.7%.

Rescurce Center
Shipping Guide:

Site Tips
Rules & Special Services

The level of the fuel surcharge is adjusted on Wednesday based upon the U
Average Diesel Fuel Index of the prior Monday. This index, published by the
Information Administration of the U.S. Department of Energy, is available b
Index at 202-586-6966 and on their Internet site.

Summary
Search ABF111 The fuel surcharge will be shown as a separate entry on our freight bill and
applied to all line-haul charges, with applicable discounts, but not to special
charges. The fuel surcharge calculation is supported in ABF's Q-Rate person
rating_application.

Fuel Surchargje
Software Dowriloads
Q-Manager
Q-Rate For further explanation, see the ABF Rules and Special Service Charges Gui

Fuel Surcharge History ‘ *Fuel S:_:!-;i._:_é-lj'g_:e L_q\}ell ;n_d_e_x

| From | To

P LTl | Price Surcharge

08/02/2006 - 20.7% (per Gallon)| LTL | TL
07/26/2006}08/01/2006]20.3% $0.90 |-1.0%|-2.0¢
07/19/2006]07/25/2006}20.1% $0.91 |-0.9%]-1.8¢
07/12/2006|07/18/2006 | 20.0% $0.92 |-0.8%)-1.6¢
07/05/2006|07/11/2006 | 19.8% $0.93 10.7%]-1.4
06/28/2006 | 07/04/2006]19.5% 30.94 [-0.6%-1.2
06/14/2006106/27/2006]20.0% $0.95 10.3% 110
$0.96 |-0.4%|-0.8¢

06/07/2006 | 06/13/2006 [ 19.8% s0.97 To3%loe
05/24/2006]06/06/2006}19.7% $0.98 ]-0.2%] 0.4
05/17/200605/23/2006]20.1% $0.99 -0.1% | -0.2¢
05/03/2006|05/16/2006 [19.8% $1.00 | 0.0% | 0.00
lnanenonednsinamnnelia co $1.01 | 0.0% | 0.09

http://www.abfs.com/resource/fuelsurcharge.asp?bhcp=1

*When diese! fuel prices equal or exceed $3.25 per gallon, the LTL fuel surch
to increase 0.1% with every one-cent increment. For example, when the inde¢
325 but less than 326, the LTL surcharge willi be 23.4% and when the index i
but less than 327, the LTL surcharge will be 23.5%.

When diesel fuel prices equal or exceed $3.25 per galion, the TL fuel surchar
increase 0.2% with every one-cent increment. For example, when the index
but less than 326, the TL surcharge will be 46.8% and when the index is at I
less than 327, the TL surcharge will be 47.0%.

8/7/2006



ITEM 16
FUEL COST PRICE ADJUSTMENT (SURCHARGE)

A Fuel-Related Cost Price Adjustment (Surcharge) will apply on transportation charges as provided
herein.

E For the Fuel Surcharge Amount to apply, determine the diesel fuel price as provided
herein, and enter the price per galion in the tariff software.

1. On the first Monday of each calendar month, the *national U.S. average” price per gallon of diesel fuel
will be determined based on the price stated by the U.S. Department of Energy (DOE), Epergy
information Administration’s (EIA} survey of “Retail On-Highway Diesel Prices.” This price will be
obtained by calling the DOE Fuel Hot Line at 202-586-6966 or via the DOE Internet web site at

www eia doe.gov. Also, refer to www.promover.org for current fuel prices and additional
information.

2. If the first Monday of the calendar month is a Federal holiday, the price will be determined based on
the stated DOE price avallable on the next subsequent business day (Tuesday).

3. The DOE fuel price obtained will then be indexed based on the fuel price/adjustment factor matrix set
forth in this item to determine the Fuel Cost Price Adjustment that will become applicable on the
fifteenth (15" day of the same month. The adjustment determined will apply for shipments loaded
beginning on the 15" day of the month and remain in effect through the 14! day of the following
month starting from the effective date of this item.

For example, if the reported price of self-service diesel fuel determined on Monday, June 5th is
$1.599 per gallon a two {2.0%) Percent Fue! Cost Price Adjustment will apply for shipments loaded
as of June 15" through July 447, Then, if the reporied price of diesel fuel on Monday, July 3rd
increases to $1.749 per gallon a three (3.0%) percent Fuel Cost Price Adjustment will apply for
shipments loaded as of July 15 W through August 14™,

4. Notwithstanding any other provisions of the tariff, the Fuel Cost Adjustment WILL APPLY to he

transportation charges applicable on SIT shipments when such shipments are delivered to or
removed from the storage-in-transit location during the period that a Fuel Surcharge is in effect.

When the DOE Fusel The Fuel Cost - .When the DOE Fuel - _.The Fuel Cost :

Prica Per Gallon . Adlustment Faetor R I Prlce Per Gallon

reportedon : .|~ . thatbéecomes .. .| - reported on

ths first Monday of ‘ affecﬁve on the 15 e the first Monday o

~ the month . ‘day of the same - - | the month

Is: ' monthls: = S - TSR AR

Less than $1.40 0% From $3.20 to $3.349 13.0%
From $1.40 to $1.549 1.0% From $3.35 to $3.499 14.0%
From $1.55 to $1.699 2.0% From $3.50 fo $3.649 15.0%
From $1.70 to $1.849 3.0% From $3.65 to $3.799 16.0%
From $1.85 to $1.999 4.0% From $3.80 to $3.949 17.0%
From $2.00 to $2.149 5.0% From $3.95 to $4.099 18.0%
From $2.15 to $2.299 6.0% From $4.10 to $4.249 19.0%
From $2.30 to $2.449 7.0% From $4.25 to $4.399 20.0%

| __From $2.45 to $2.599 8.0% From $4.40 to $4.549 21.0%

From $2.60 to $2.749 9.0% From $4.55 to $4.699 22.0%
From $2.75 to $2.899 10.0% From $4.70 to $4.849 23.0% ]
From $2.90 to $3.049 11.0% From $4.85 to $4.999 24.0%
From $3.05 to $3.199 12.0% Over $4.999 See Note 1

Note 1: If the DOE fue! price per gallon exceeds $4.999, the 24% fuel surcharge, subject to
paragraphs 1 through 4 herein, will be increased by an additional 1% for every fifteen ($0.15) cents,
or fraction thereof, per gallon increase in the price above $4.999 per gallon.
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Commercial Transload of Minnesota

Rules, Services and Policies
Effective May 2006

Credit Terms and Conditions

Fuel Surcharge Policy

Application of Rates, Rules and Policies
Cancellations of load tenders

Cargo Loss and Damage

Credit Terms and Extension of Credit
Chassis Related Charges

Third Party Billing

Load Diversions

. Driver Labor

. Driver Standby — Free Time

. Tarping Charges

. Equipment Availability

. Hazardous Materials

. Layover Policy

. Overweight Equipment

. Railroad Specifications

. Redelivery

. Revisions to Rates, Rules, Policies
. Scale Charges

. Stop-off Charges

. Storage Charges

. Trailer clean out

. Trailer Detention

. Trailer Pools

. Trip Permits

. Transloading

. Weekend or Holiday Movement




Commercial Transload of Minnesota Rules Tariff May 2006

Credit Terms and Conditions

I (We) hereby authorize the release of information from all Trade and Bank specific references to
Commercial Transload of Minnesota (CTM). and its affiliates for the evaluation and extension of credit. I
(We) also authorize CTM to run, report and acquire this information in determining limits for the extension
of credit. I (We) acknowledge and understand that if approved, CTM may report any delinquencies on the
account as required by credit reporting agencies, bureaus, or references. I (We) certify that all information
provided CTM is correct and agree to pay all invoices according fo terms of Net 21 days from receipt of
invoice. I (We) understand that payments made after the terms of Net 21 days from receipt of invoice are
subject to a late charge of 2% (two percent} of the past due balances or the maximum allowable by law. 1
(We) are aware that CTM can setl, assign and authorize the collection of this debt to another agency for the
expressed purpose of collection, titigation or protection of its interest.

The terms of this agreement shall be interpreted and enforced under the laws of Hlinois and if applicable the
laws and regulations contained in 49 U.S.C. and 49 CF.R.

Default and Collection Cost

You will be in default under this agreement upon (a) your faifure to meet an established minimum monthly
payment at the required time of Net 21 days from receipt of invoice, (b} violation of any of the provisions of
this agreement, (c) reevaluation worthiness if derogatory information is reported by another credit grantor, (d)
your assets becoming subject to attachment or liens, (€) your supplying us with misleading, false, incomplete
or incorrect information or receipt of information that leads us to believe that you are unwilling or unable to
perform the terms and conditions of this agreement. After any default on your account, it will be subject to
acceleration and any balances that are outstanding wili become due and payable unless otherwise determined
by our Credit/ Collection Division. A finance charge of 2% (two percent) per month will accrue from the date
of default until payment in full is received on your existing balance.

1 (We) understand that CTM can terminate my privileges upon default; and 1 (We) further agree that if legal
proceeding, at law or at equity, including an action for declaratory relief, is required to be brought to enforce
or interpret provisions of this agreement, or for collection against me (us), CTM, if successful, shall be
entitied to recover ali of their costs, including reasorable attorneys® fees, incurred in connection with such
action or proceeding.

I (We) further agree and understand that any delay or failure of CTM to take any actions available under this
agreement shall not constitute a waiver of such rights. CTM & Affiliates further reserves the right to take
additiona! collection action not specifically mentioned in this agreement, but otherwise permitted under
applicable law.

If any provisions or portion of this agreement shall becorne illegal, unenforceable, invalid, null or void or
against public policy for any reason, or shall be held by court of competent jurisdiction to be illegal,
unenforceable, invalid, null or void or against public policy, the legality, validity or enforceability of
remaining provisions of this agreement shall not be affected thereby and said remaining provisions shall
remain in full force and effect.

Company Authorized Signature and Date CTM Signature and Date

i
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May 2006
CTM. Special Rate Quotation
EFFECTIVE DATE:
Subjeet to CTM Rates, Services, Policies Document.
ORIGIN This exception applies for the
customer named below on loads
ST City Zip moving for the account of
DESTINATION

ST City Zip Miles Rate

This exception expires in 30 days if not activated by signatures and tender of freight as described above.

This exception may be cancelled on five days' notice by Commercial Transload of Minnesota

CUSTOMER Carrier _CTM.
By: By:

Title: Title:

Signature Signature
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2 Fuel Surcharge

Upon fuel prices reaching $1.20 per gallon, and notification by Carrier to Shipper, a fuel surcharge shall
apply on all shipments tendered. The Surcharge will become effective the first Monday after fuel reaches
$1.20 per gallon as published by the Department of Energy National Average.

The surcharge will be in accordance with the scale set forth below using the fuel price indicated by the
Department of Energy each Monday that the fuel remains above $1.20 per gallon. The Surcharge will be
reviewed for change once per week upon activation. At such time as the reported fuel price drops below
$1.20 per gallon, the Surcharge will cease to be effective the following Sunday.

The Surcharge will be based on revenue invoiced line haul charges only; it does not apply to accessorial
charges.

Price Per Gallon Surcharge Price Per Gallon Surcharge

From To % of Revenue From To % of Revenue
1.200 1.269 1% 1.830 1.899 10%
1.270 1.339 2% 1.900 1.969 11%
1.340 1.409 3% 1970 2.039 12%
1.410 1.479 4% 2.040 2.109 13%
1.480 1.549 5% 2.110 2.179 14%
1.550 1.619 6% 2.180 2.249 15%
1.620 1.689 7% 2.250 2.319 16% |-
1.6%0 1.759 8% 2.320 2.389 17%
1.760 1.829 9% | +1% Ea | .069 increase | In cost of fuel

From | To Surcharge — Cents per | From To Surcharge —

Mile Cents per Mile

1.30 | 1.349 4 1.35 1.399 5

1.40 | 1.449 6 1.45 1.499 7

1.50 | 1.549 3 1.55 1.599 10

1.60 | 1.649 11 1.65 1.699 12

1.70 | 1.799 13 1.80 1.899 14.5

1.90 | 1.999 15.5 2.00 2.0%9 16.5

2.10 {2.199 17.5 2.20 2.229 18.5

2.30 | 2.349 20 2.35 2.399 22

2.40 | 2.449 24 2.45 2.499 26

2.50 | 2.549 27 2,55 2.599 28

2.60 | 2.649 29 2.65 2.699 30

270 | 2.749 31 2.75 2.799 32

2.80 | 2.849 33 2.85 2.899 34

2.90 | 3.009 35.5 3.01 3.109 36.8

311 } 3209 33 321 3.299 39

3.30 | 3.399 40 3.40 3.499 41

3.50 |3.599 42 3.60 3.699 435

3.70 | 3.799 45 3.80 3.899 46.5

3.90 | 3.999 47.9 4.00 4.059 49

406 | 4.109 50

4
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3  Application of Rates, Rules and Policies ‘

This document applies to all freight transported by Commercial Transload of Minnesota. All services
rendered by CTM are subject to this document EXCEPT where specific transportation
agreements/contracts have been signed by both the customer and CTM, those agreements/contracts shal
take precedence over this document.

This document provides a form (Special Rate Quotation) for use in requesting/granting exception rates,
charges, and policies and is the only method available to obtain an exception rate, service, or policy (other
than bi-laterally signed transportation agreements/contracts mentioned above). The Exception Form is
effective only when signed by both the customer and CTM.

Any rate information contained in a load tender or other document will be considered as information only
and will not govern the rates, rules, and policies of CTM. CTM will invoice the customer based on this
document, or previously agreed to special pricing in effect at the time of shipment.

4 Load Cancellations

Upon cancellation of any load tender already processed by carrier, a $75 charge will be assessed. If
equipment has already been dispatched, the full round trip charge shall apply. Additionally, the party
ordering the equipment will be responsible for any non-use charge assessed by the railroad, steamship
line, or equipment owner.

5 Cargo Loss and Damage — Liability Limitation

Charges specified in this document apply on shipments with a cargo value not to exceed $100,000.
Accordingly, as authorized under Title 49, United States Code, Section 14706(c), as amended from time-
to-time, CTM liability to any party for loss or damage of shipments transported at the rates specified in
this document shall be limited to $100,000. For shipments with a value exceeding $100,000 for which a
higher limit of liability is sought, please contact CTM for a rate, rule, and policy exception.

6 Credit Terms and Extension of Credit

All valid charges for services provided by CTM and its affiliates must be paid in full (No offsets or
deductions are permitted) within the terms and conditions specified in this document. Payment terms are
net 21 days from receipt of invoice.

7 Chassis Related Charges

Chassis Flip—Unless otherwise agreed to in writing, An additional charge of $100.00 will be assessed
for driver delay whenever a driver must wait while a container is flipped.

Mismatched Chassis— Unless otherwise agreed to in writing, an additional charge of $100.00 will be
assessed for returning a mismatched chassis.
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8 Collect Shipments — Third Party Billing

Collect shipments will not be accepted. CTM will not participate in third party billing. All charges are
billed to the customer (the party tendering the load to CTM).

9 Diversion Charge
CTM will make a reasonable effort to divert or reconsign a shipment upon receipt of proper instructions.

Unless otherwise agreed to in writing, the charge will be $150.00 plus $2.50 per mile (based on the total
miles from origin to final destination via the reconsignment point), per PC Miler.

10 Driver Labor (Including Load/Unload/Count/ Sort/Segregate)

When labor is performed, the charge is $20.00 per 15 minutes or fraction thereof. Time runs from
appointment time or time service begins (whichever is earlier) until time driver is released from facility.
There is no driver standby (free time) allowed.

Unless expressly agreed to in writing, or requested to do so in advance, CTM will not be responsible to
perform services where driver labor is required, including assuming responsibility for driver count.

11 Driver Standby - FREE TIME
Except as otherwise noted, 30 minutes of driver standby are included as free time. Time in excess of free

time will be billed at $20.00 per 15 minutes or fraction thereof. Note: No free time is extended on loads
requiring driver labor {see Driver Labor herein).

12 Tarping Charges

12.1 Tarps less than 15 square feet that can be applied by the driver in less than 10 minutes carry no
additional charge to the customer

12.2 Tarps larger than 15 square feet requiring 11 minutes or more to be applied by the driver shall carry

an additional charge of:
a. $25.00 if the surface tarped is not larger than 25 feet in length
b. $35.00 if the surfaced tarped is between 25 and 35 feet in length
¢. $45.00 if the surfaced tarped is over 35 feet in length

Total free time for tarping is 45 minutes. Detention applies for tarping in excess of 45 minutes.

13 Equipment Availability — Dry Run

A charge of $150 will be assessed when equipment called for by customer is not available from the
designated equipment pool.

od
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14 Hazardous Material

CTM . is not authorized and will not haul hazardous material

15 Layover Policy

When shipper cannot complete the loading of the trailer or consignee cannot complete the unloading of a
trailer and the power unit must layover and complete the operation the next day, or if present delivery
appointments are set whereas our power unit must layover to deliver a stop which could have been
detivered the same day as the previous stop, Unless otherwise agreed to in writing, a charge of $350 will
be assessed and will be in addition to all other charges.

16 Overweight Equipment

All equipment must conform to applicable governmental weight restrictions and regulations. Should 2
citation/penalty be assessed, a charge equal to the ticket and/or civil penalty amount plus a $15.00
administration fee will be assessed. The shipper will accept all responsibility and will be required to
provide a written response ON behalf of CTM to the acceptable government office. In addition, driver
waiting time will immediately begin to be assessed. If the driver had to leave the shipper facility to scale
the trailer, a mileage charge of $3.00 per mile, minimum $50.00 wili also apply.

17 Railread Specifications

The custorner is responsible for meeting all railroad specifications for each shipment provided to CTM. If
a load is refused at the raifroad facility for reasons created by customer, CTM will charge a waiting

charge of $60 per hour or fraction thereof applicable from the time of arrival until shipment is allowed
entry. ;

18 Redelivery

When CTM attempts to make an on-time delivery and the delivery is not accepted, a full round will be
charged for the initial, refused delivery attempt, and a full round will be charged for every subsequent
delivery attempt when receiver is the cause of subsequent redetiveries.

19 Revisions to Rates, Rules, Policies

This docurnent applies to all freight transported by CTM. Al service rendered by CTM. is subject to this
document EXCEPT where specific transportation agreements/contracts have been signed by both the
customer and CTM, those agreements/consracts shall take precedence over this document.

This document provides a form (Exception Form) for use in requesting/granting exception rates, charges,
and policies and is the only method available to obtain an exception rate, service, or policy (other than bi-
laterally signed transportation agreements/contracts mentioned above). The Exception Form is effective
only when signed by both the customer and CTM.

Any rate information contained in a load tender or other document will be considered as information only
and will not govern the rates, rules, and policies of CTM.
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20 Scale Charges — Carrier Discrefion

CTM reserves the right to weigh any shipment. If a load must be returned to the shipper for adjustment to
the load, Unless otherwise agreed to in writing, a charge of $3.00 per mile per PC Miler, for all additional
miies will be assessed, subject to a minimum charge of $50. If the load scales overweight, the
weighmaster’s fee plus all handling and return charges will be invoiced to the customer.

20.1 Scale Charges — Customer Request

When requested to weigh at a public scale, Unless otherwise agreed to in writing, a charge of $75 will be
assessed. If requested to weigh light and heavy, a charge of $150 wiil be assessed. These charges include
the weighmaster’s fee.

21 Stop — Off Charges

Stop-offs will be permitted only when stop-off points are intermediate (see Note) to the final destination.
The driver standby free time at each stop (including final) is Y2 hour. A charge will be assessed as follows
for each stop-in-transit (exclusive of initial pick-up and final delivery):

Stop 1 $ 75
Stop 2 $100
Stop 3 $100

Note: Stop-offs in excess of five miles off-route are not considered to be intermediate and will be
assessed the full round charge.

22 Storage Charges - Intermodal

Customer/shipper must clear all rail storage charges and provide written proof to CTM the charges have
been cleared prior to CTM outgate of load. In the event service provider invoices CTM for rail storage,
customer/shipper is responsible for all such charges and will pay CTM $100.00 per day. If the rail
vendor’s storage charge is higher than $100.00 per day, the customer/shipper will pay CTM the higher
amount. CTM reserves the right to request cash in advance or expedited payment for storage charges
advanced.

23 Trailer Clean Qut

It is the responsibility of the consignee to clean equipment to meet requirements of all railroads and/or
steamship lines prior to termination of equipment. If a CTM driver sweeps the equipment, an additional
charge of $50 will be assessed. If steam cleaning is necessary, an additional charge equal to the outside
vendor’s charge for steam cleaning plus an additional $10.00 will be assessed.

24 Trailer Detention/ CTM Equipment

When CTM drops a trailer for loading/unloading, the trailer must be released within 2 days. Day of drop
is counted as day one and the day following drop is counted as day two. Each day thereafter is chargeable
as follows: dry trailer at $50 per day; refrigerated trailer at $100 per day.
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25 Trailer Pools
CTM will establish trailer poois based on mutual, written agreement prior to equipment being dropped to
establish a pool. Such agreement will state free time and charges for equipment after expiration of free
time prior to any startup of the drop pool; however, all trailer pools will be subject to a maximum of 2
free days (see TRAILER DETENTION herein). Ail CTM detention charges within our tariff will apply
on all equipment. Upon request, and as a courtesy only, CTM will provide daily management reports to
assist customer/shipper visibility of equipment status. CTM reserves the right to cance! trailer pools and
convert service to a stay-with basis.

26 Trip Permits

For any equipment (i.e., oversize, overweight, refrigerated equipment, steamship containers, or private
equipment) requiring permits or temporary licensing, CTM will bill all customers an advance charge for
permit cost.

27 Trapsioading

Unless otherwise agreed to in writing, CTM will transload a shipment for an additional charge of $300 for
palletized loads or $400 for hand-stacked loads. The transloading charge is in addition to all other
applicable charges.

28 Weekend or Holiday Shipments

The charges herein apply on Monday through Friday movements. For Saturday movements, the rate will
be increased by one half (1%) the rate stated herein, and for Sunday and holiday movements, the rates wil
be doubled. Holidays are: New Year’s Day, Memorial Day, 4™ of July, Thanksgiving Day, Christmas
Eve, Christmas Day.



Some other serious points, before concluding ....

RAILS ABSORB FAR MORE FUEL COSTS THAN MEET THE EYE

The folks at the NITL or Grain and Feed association and other proponents of this STB
rule making seem to think that railroads only burn diesel fuel in their locomotives,

because barges and trucks have no other real need for fuel beyond the engines that “move
the freight. They are DEAD WRONG.

Because unlike the trucking or barge industries, who do not maintain their right of ways,
or signal systems, RAILROADS do.

Railroads maintain fleets of thousands of trucks (UP folks gave us a number of
approximately 10,000 light, medium and heavy duty trucks they require) to support their
signal department (taking care of right of way signals and grade crossings — all paying
road use tax and state sales taxes at the pumps. More than likely, BNSF has about the
same number, and just an educated guess would be that the regional, shortline, and Class
I industries have over 100,000 trucks they have to purchase and maintain and fuel — that
barges and trucklines don’t require because the latter do not have to maintain the roads or
waterways they travel over.

An example — Minnesota Commercial has about 24 medium and light duty trucks, in
addition to about twenty tractors in our trucking division. The medium and light duty
trucks support our maintenance of way and signal departments. There are specialized
trucks with a welding plant on one, big cranes on another, a tandem axle truck for hauling
rail, a few others for ties, and, about three to handie and haul signal department
equipment, parts, batteries, and so forth, to support about 150 grade crossing signals MC
must maintain on its 130 miles of maintained system. We have converted about 75% of
these trucks over the past three years to diesel — and diesels, while getting better fuel
efficiency, are an average of $6000 more expensive per light duty truck. The cost of
conversion alone has been $6000 more per unit, x about 18 trucks, or, just $108,000.
Although an energy saving measure, there are no tax credits or incentives for this..

But, additional fuel costs for the railroad industry doesn’t stop here. Railroads have
literally thousands if not well over 100,000 pieces of mechanized track equipment — this is
the equipment that maintains and improves the track and infrastructure all over the USA.
Shortlines and regionals have them, as well. And then there is the snow and ice removal
equipment — plows, flangers, and so forth, that the railroads have to maintain and operate
1o keep their tracks clear All this equipment is powered by big gas or diesel engines and
it all burns collectively, millions if not hundreds of millions of gallons a year..all in
addition to the diesel fuel used to propel trains.

When you think of it, and look at the huge impact on rail operations and maintenance
that diesel fuel increases and gasoline increases impose on the rail industry, where the



added costs —now 300% of prices just 3 years ago, should not even be questioned or
challenged by the rail customers. ..It’s kind of sad that there is so little understanding of
what the railroads have to do to maintain their rights of way and signals. If they did, they
would understand why rail fuel surcharges need to be close to the same charged by truck,
and, vary by route, train size, weather and speed.

And, much of this equipment is hydraulic — again requiring huge maintenance as well as
consuming hundreds of thousands of gallons a year of hydraulic fiuid.

If the STB is not careful here, its going to choke the industry and its ability to do any
infrastructure improvements and maintenance in the future. The issue cannot be
considered in simply an emotional vacuum...Rails have to have a way to recover these
increased fuel costs as well...because budgeted levels before fuel got so expensive...

Footnote

MNR itself owns and operates about 28 pieces of roadway track equipment, all
mechanized and all burning a considerable amount of fuel each year, plus two on rail
pieces of snow removal equipment and several trucks and cranes with gas and diesel
engines.





